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CONFIDENTIAL

SMALLER PROGRAMMES

!:"'IL"|'. i bl o e 5 i
~ Olhar programmes outzide the four major programmes GISOUSSEH 3
M . 4B ahlie
" PAper could offer scope for very significant reductions in pubiic

"Mend
I : . L Py
Frx) Hre, €ither by u generalised sgqueeze or by identifying policy changes.
':-I:T'.lli'l;.r P - ’ - " o e i
Hir “& 8 ligt of gmaller aress where there may he scope [or review, with
L1 T -
w2 [ g - R : =l = s T'TVE
- obEresent apnunl spending (in 1980-81 cost terms, from the LTI

PO -

POt credits - the LTPE figure of LO.J bn does nol reflect the full

“Xlant o : .
At of Commitments, and there may be scope 1or review.

i, . . /
Employment - £2.% bn = much of thiz reflects policy reagtions to the
gt - iy ;
* of the labour market and will continue to do so: but there might be
e 2.,
ul ;J-\.,-]"'ﬂ: f‘}l' 1‘E.IF‘L'.I'!I|."U':

: - the Youth Training Scheme might take the place of the
HE] ' , i
/ear of compulsory schooling, instead of following 3]

| = on the training side, & remissible training 1ax an
.':”:F;iuj-,r.l"'

wonld reduve publie expenditure;

| on  employment services, privalisalion af job cenires
e b, . -
“C Examined.

: =

[} “otlonal - counting together expenditure by 1he Departmenis of

T'ﬁr . .
Ul Ly

*7 and Envirdnment, this is of the arder of £1 bn n year, and 1s

=l P +
pRalk =i [ LT ¥
| I-_-'Fﬂ.lg reEviewind,

. o .
- ﬂtm_-sz: = L2:8 bn = liis bieen fﬂl“ﬂﬂ, butl the futuare trenmd cif:l[w:u‘:'.-
..:!_1;_1.11 .

3 I :”-l-' l.llll! i“:""i“"ll :1!"' l"E‘I]'E":. LH"—" i.'lli_:']l 685 !‘Htl. UF b’diﬁh. ey Il"lu.l‘:“q['
: mf-H"m'.’ﬂﬂuyn
"“::r]'lf"ﬂ‘]'

A
1s); a review of rent policy, and of relating subsdy 1o

W Pather than historic velues, might be worthwhile (though mest ol
PI‘F" i &
 tyy

SHES would not epunt as publie expenditure).
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Baime olher gienilicanl aress are -

v (UM

Al
- £1.8 bn “ depends =5
' g fpibity —

the PO

1. Payments to Furopean Communities
negoatistions: (in which it may be necessary to brng i

alternative defence savings, eg in BAOR).

. yr: =
. . - . A p -y S
ii- Other loonl nuthority services — C£10 bn - there MAS {a!

A anrinf
: . L _ae to ONBE
lor Inereased contracting out and/or charging, s nlognis

eduiation.

yer QI
gill generdie s
i fave B
galf-financing will g
| rf s L'-I:!:; ”I'“_ !
Ll 48 "

iii. Nationalised industries - £2.3 bn: - ],'.r:'l‘*.r'nl:':'.ﬂt-iﬁ“ '
for-all galns, but where industries sold dre
or negative effect on total EFls thereafter; - cortinuing
removed or rdéduced in the longer term, but LS

and piecemenl proosss,

‘__i_nlr'll'_u:ﬂ':"
- gxtra =&

ive Scotland, Wales, Northern Ireland - £10 bn :
ﬁlL"r! Iri the = Mo

'_4
anv
Scotland in relation 1o needs has been investig

probably nol worth a {urther [ull-scale review.
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AMNES B

FPUHLIC SERVICE MANPOWER

l
b |JI| 7 -1 F=Ti B od g
Misterg wotlld decide on a target for further reduction of ervil service
l|_.. :

'ﬂ_'-]" tj",’ gay 10 per cant [jl,Jl"iT'.lI:'T the nevl i-’ﬁphﬂ”ﬁ"l!'l'l- ”"H.:“:. woilld &n 1ia1l

¥
8 high priority {o -

~ peci
U0ing functions, contracting out ete;

| - o N
rl:llh:nnﬂ palicies and procedures {tax, socinl securmty ala):
le

T i) " = ]
Helation where necessary to achieve these chenges;

= r: Ir_'-,ﬁ'l' i
Honditure on information technology.

"I.l'r .
I.'L'r_..lu k § ym % -} =1 (% 5
“' reduction would be alloosted among departments and services

el 2
“Wing |
* 10 the seope for such changes.

‘argets would also e set for reductions in NHS and local suthority

Fijrw - u s =5 " . !
Mhese oolld be linked with inereasing contracting out and

gervices.

PAY B for the eivil service (industrial snd nmon-industrial) is abou
L
Hhis TEAT.. Mumbers will piready have been reduced by about 14 per cenl

80 thal the seope for further reduction merely by a continuing
L ﬁ . - e i
T Numtbers is Iikely to be small. Hence the need for more radical

L
Y Minetions and paljciay.

\
[ 1.'_1

s . f i = I W, |
S5 “Ntiple there sheuld be toam for at lesst equal savings in other
o .
[ ;| ""-Hl' b LE i - a4 | T 44 3
Mg, v+ The NHS employs approximately 1 million people, AnG
- lCredsed By § per cent between 107¢ and 18§1. The Govermmont

Ty

i iz . ! L= - T 2

P ;L_“ ﬂ..IFt: ffﬂ" reductionsz in wmmu_:-‘:t!lw'ﬂ oneEtleE A8 H [.]']"HITH}I"--.HH 'I_'f NHS
t

53 LY | 1 - = | " T - Y

"wn VBT the next three years (in England, a cut of 10 per cent). Local

[ :.:I“ “-\-..._‘_ 'E_.[up.]h}i Hht“:t :'! '.".]H]':ll'l [‘IF:?E'J['FIE. ‘uruﬁ F“'Ilﬂ'l- 1"'1_*..4,1|H|-_-ll ii‘lliﬂi-tpﬂr }]-u ”t-jn-_,l“.l

"Nt ginee

A Naif gy

’ “_“

March 1979 = mestly in the aducation service, which employs
e total,
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* A
Annex B (eon

Arguments in Favour

De
fu Over the rest of this decade, information technolof

¥ ; i F aniiV
economies in dals processing, storage ote. 1t 18 paTenia

Covernment administrative operations, but Lthe pace

atjon P

: _ , acuc i

. To aclhieve anything lke a further 10 per cant, { yotion=
s

esenl .
areoni™

whert

service numbers would mean 4 radical roviéew of pr

. . " “ 1 o] v
schieve contracting out or privatisstion of those servic

T
= - La vl b ke ikl b8 Y
posts might be charged (say PSA or ADAS). Ths woLLe

Ministers' objective of "rolling back the frontiers of

o Niff =1ﬂ-” e

clin
fii. Very worthwhile savings might be achiewi «l by sulie

:_llf'i-'
. 4 ].":ﬂ.rE'd 8
guthority manpower to the sort of squeeze which nas ¢

rls
“_1'_:- E“.”L! “Li..

‘he civil service. Pressure on nunmbers shouid lead 1O

. ; . - PP iATICY
of funotions to the private seclor, with gains in efficenc:

Problems

i. A pood deal of effort has already gone Inio the

we 1LY
Further s

Service numbers to 630,000 by April 1984. e
give VP

be Mard. to aohieve unless Ministers are pfﬂilﬁfﬁi @

aspeets of their present functions.

. A gseparmie manpower target can
be more oost-effective to employ staff (eg on
cases); and if the reduction of unemployment remi

any such inefficiencies eonflict with that objection.

alifs

pontrel
i will be

- T et 5
: Ly gervil
any sizeable cut will mesan s reduction in the qublity ol

1‘-11 o

file In the NHS, givent the decentralised sysiam ol

proportion of staff closely involved in patient carts

:  to EO
iv. In 1w loeal muthorities, if the tergetl 18 ok

. . . . - anl‘
same mechanism will be needed for enforcement, with 1
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ACCOUNTING CHANGES

s i 1 T b LTS
2 ) authority  Eipendlture. local authoritias at present heave s

|r].."""|“||. o v
i degree of mutonomy, inelhuling the right to spend more than fhe
|:.:'L"r|.3

"Ment's eurrant spending target if they raise the money lacally (by

rr‘lll_'-lu- ¥ - ¥ ¥ L] o I |
o pay for it. Ministers have been considering this is MISC 79. U

'-I'lg'ir- " .
¥ Qecide not 10 imnose drect central ssnirol over eurrent spending,

e

:f!:h" S B chse for counting as "public expenditure” only that part ol
;::!'1 “Ulthorities' spending which is not financed from local revenues - a8
Uilidnalised jndustries snd water authorities now, and loeal
B Y s
f“lhnrulﬁ-ﬁ in many other countries. This wowld be easier to Justify i
:.'"‘Eh;- Were 8 limit on Exchequer grant, and non-domestic rates, so that
Penditype beyond those limits was entirely & “charge" on local
aly NYers/q

lzetors for extrs services provided; bHhoth these changes are
e
INdep

“Mnsideration in MISC 79.

i
I

“ Nat ion

4l Insuranee Fund. More then half (€19 bn) of social security

HIRTS

of -IE - a | i g " "
‘ " are met from' esntributions to the Fund. This will increase with
Uie New g

"
-
|.:|_-|

tate pension scheme, where miblic expenditure will vary aoccordig
L}
I Auntise
1t

afte . . .
I ften treated "off-hudget® rather tham as part of public expenditure.
P

"'-"—"I:J'I'I-T!"ﬁt'!‘.'_r'i"[i crat . In other countiries contributory berneflis

“858 for such g change would be stronger to the extent that

gre regarded as different from ordinhary direot taxation,

"antitement™ to benefits.
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ANNEX D

INCREASED CHARGES FOR HEALTH SERVICES

=]

h‘"‘“f‘““! Health Service (NHS) would remain broadly as now bul o
" Proportion of o yets would be met from charges to patlents. Basting
{i -

Or drugs, dental trestment and spectacles would be raised, snd

fl||!‘_:

! 1o Cover everyone (inoluding ehildren and old peoplel), excepl thome

B

SUpplementary benefit level. A modest churge would be introduce
g P ‘ ' Hsits

'cd'l'l;ng the general ],‘}T'ﬂl':I.iﬂlTll'H.‘!*. and for h.;-ﬁpnﬂ,'. cutpatient wVisits.

—.".;:1‘1-&1

’
Rz~
=T Mow=

o "Nld depand pn {He seheme of charges adopted, but would be unlikely
| ®gad

Tpatients would also pav n modest charge (say L5 a doy). Tatal

“1 bn 8 yesr, eyen with a drastie reduction in exemptions.

l
[

i

3 ‘*ﬁLﬂm

r -
L2 T dltare on the family practitionér services (his vear 16 expected 1o
= '__t tl'l

' ONE-eiphth of which (£300 m) will be recovered in charges. There
- J_-El“,"-,lrr!‘
= .q”d >

0
LT YT 8l services is expected to incresse steadily, partly because the

?!r-n_., " OF the very alderly will incresse up to 1890; und the cost of the NHS

I'LI'D_‘]. 1 o Iit“E

e
for NHS hospital treatment, which will cost £8.8 bn this year.

[ W g
because it 15 labour intensive and because scientilic
ids 1g v tter but usually more expensive forms of lreatment. Thie
0
f people o covered by private insurance is growing but stll represents

AN
10 PET conit of the population.

'“1'"'“’ the proportiaon of costs recovered through NHS chirges claarly
distinction between NHS and private irestment; and the logical

OF the process weould be the abolition of NHS entitlement for
patient. Under a variant of the proposal above, Therefores,

g}{_ﬁ
e i Claplssy and dental treatment would no longer be pr-wariml under Lhe
- frr
1 | )
Wikl n #Hto limited exempt groups. The rest of the population would have Lo
dpt

Vit . -y
2 np CAngements with the pharmacisl, optician or denls
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(1!
annex U i

Arguments in favour
q.

i. ‘The proposal leaves the basie structure of the NHS intach

¢ et

— . : ' - o sB LS
fi. Patienta and others would be more aware of the high o«

a [

e @it

: woo\rad :

treatment: unnecesgary use of the sarvioe winild  De dis {'rl-ha"fi!:r.
L Ea L

g1h Ad

. £ 8 mniS coe
public opinlon might sct more powerfully to hold down NIiS ©
wage rates).

L
row!
]

panet

R vy | T3
Hi. Heavier NHS charges would, at least modestiy, F.!T.lmu.ustL "
i%

on tha NE= =

wrivate medicsl insurance and thus relieve pressurt 11,
F : ation =
tisation (Opie

conld be seen as a preparstory move before full priva

'E’rf:-'-l-am:-;

K ~ o
’ sharh® =
i -7 fetinst :

1 o save subestantial sums Involves ralsing exisiine

r§28

- : N P . . _ ~5ing gha
breaidng unpopulsr ground in three Aareas impoSing for

. _ _ aharging
drugs) on patients wha are now exempt (eg childrenl; ahBrs

the general practitioner; and for hospital treatment.

- & m Tl
. Ot would cost money and staff to colleet new csleq )

snd to carry out means tests (a taper would b e
yeld &8

= W l
supplementary benefit level). Some of the stafl 1AVE
practitioners) would object strongiv.

AEe
_ | : , [d{soourt
iii. People who genuinely needed (reatment might B¢

seeking il.

' e
iv. As long as the poorest are exampted from CHRIEESS

chsrges would automatically increase ihe poverty trap

i ; . ) I-!"i!'ll
atiractive for peaple to increase their sarnings at the mMerg
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ANNEX B

PRIVATE HEALTH INSURANCE

working pepulation would be ohliped by law to oblain insurance o
L . =g
e coste  of health eare for themeclves and their dependants,

'.T‘r:“‘"!'
= 'I-‘H-Tr 4 [ . - : ) e
oy = Would relate ta the fanmily's risks, not their means, and &0 the poor
M e .
e nalp with

meetine the costs. Either initially or later the acheme
.-_‘Ir:': - ]

| '
e B % - f = ik i ¥
- EXlended 1o cover the non-working population, who weouald obviously

RE e
Mok Tore subsidy

-
.
] 1w

S0y
), e
. m.‘i; . . L
e *eidilire 6n the NHS this yesr is some £11.7 boi. The main components
_ me: £9 4
o
o] SN : } _
5.1 fovided Wy family doctors, dentists, opticlany and ohermists); and
N for hos

on (net of charges) for the family practilioner Rervices (the

= pital and community health services. Demand for gll services
._E_-:I]uﬂmrﬂ ‘& increasa stendily, partly because he mumber of the vary
N 5 iI:uFEEi”F—E: and the enst of the NHS rises in real lerms becsuse 11 18
Mensive and bepause s=cientific advance lepds to better but usually

" BXre .
==hmve formg of treatmant.

|
B &

!.'.‘. .| " . - v
' el prolifbitively expensive to insure agninst the cofts of long
~ 1ll|':.|-i;r z
_.._;ﬂ

'-iT._1.ir|;_'“r_| t
:'I":'-'L;'-f-r'lj

™ | - i.-;'uhu-d B F : . e " .
V00 €N 80, it is estimated that the cost of basic medical cover for an

[

care gnd sg, as in all countries, the state would have 10
l'_"

provide for certain types of patient (eg the mentally handi-

famits i
'-’inr'n,.]I mily  of four would be sbout LG00 a year. Mmose below average
VELE F:I-t' i

L~

t &
N 4% possibly others) would need help with these costs and te the
had to be channelled throogh peyments rather than tax reliefs

Haorest do not pay incame tax), the public expenditure sRvings
s
'El:-h{‘[:lﬂf.l,

o It iz difficult to envisage a scheme which would reduce
o & -
renditype

on the NHS by more than say a third (L4 bnl.
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o fannt 3
Annex b L

R Lt

ith care (4%
to cliont®
Tl

R
§ 2 . P cgpe g j® TILTE

returri for an dannual subsgeription. Limited] American experief

may holp 10

4. Within an insurance-based sydtem, providers of hee in

. 5 =T
coukl be encoursged o set up companies to oifer health care
"..E,.:._‘I'J‘f‘.

Health Mainténance Orgnnisations suggests that they

OOHLS.

Arguments in fovour

e —

g Fal

plst

ds

- b9
; : e : * y n Ut
i This proposal offers the prospect of & very large gut
heslth gare to the taxpEver.

f rEFFﬁﬂ:‘-[bf;l‘f
{i. The public would hawe its horizen of cholce and ©

greally widenead.

[ EUrers?

‘I-:ﬁl".

thedr
g would

lii. Patients eould (within the limits imposed bV

I ]
around for health care, so that doectors and '-1r'-.‘=P1f-“‘

z . 4 i . v in
more responsive to potients' wishes if they wished O gtay |

be
- ani 1k
T L1
) ; o) : o EXEH
gively privatised. This would give much more scope 1or s A"
pefleotink e

1 r " 5 - L] -I
iv. Although initislly at least NHS hoespitals could

- , . . o ey cond
pwnerahip, trading like nationalised industiries, they ©

lor wariety in such matters ss rates of pay

condi tions.

Problems _
g U -
1L

i« Even though a free state service would be retained e ©
:1['“.1; X, Lalk

= = -'I wiy B B
for the mal e

s
for

and possibly for the non—-working population, -
T o U ".'1I'! e
would represent the abaolition of the NHS. This Wi

controversial.

. i -uri—.L:..".uﬂﬂ‘:
iix There woulkd be transitional problems 0 P

i 71
~ves had e

companies (0o lake on the rigks betore oash rese

meel them.
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Annex E (cont 2)

.'ti' While this propossl would reduce the amount of publlic money spent an
;‘-Iﬁrﬂm. I would not reduce the community's spending an health care: on
e SSntrary it woukl probably increase sharply. Some of this would be
R, P preference for higher quality, shorler delays ete. Bul judging
J:: VerSeas experignes, the providers of health care would also tske
.J:Tn'ntﬁﬁ': of the ever buovant demand and of the inability of patients or
ilir:“'*umnn:rcﬁ compariies to contrel costs, or in mest cgases (o make
"t dgments about the medical treatments on offer. Competition

!J‘.!"II"II -
"1 doctors and hospitals would be on quility more than price.

7. 51.‘" o . ) .
Viding help for thoss unable to afford the Insurance premiums

|:Jﬂ_ﬂu e - I
Fidse vist diffiouities. Al claimants (perhaps over half the adult

,quulﬂtimﬁ would

;llr'-"'"'u
e wi . . i v + ) §
led, on negative income tax lines, f{here would be a sharp

SBhtive o fien
EHE] I

have 1o be means-tested end sven If the halp werse

=Ein . , .
+ inereasing one's earnings, or moving into work ifrom

™5
Flﬁ?mf’”h wiiald become less ptiractive,

i ..
d s (53 e e I r firn - . o
X tents  woul face extras complicdtions (form-filling ete). Patients

Lhe : .
<ir Insurare would need to be involced for treatment, and subsidies
L), - ' :

It e ldnd would nesd to be provided to-a large part of the population.

. 1|'i-.'a| rl
ALk ]

i8rs 3 ; _
0 e necessary 1o palice the compulsory insurance syslems
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ANNEX F

CUFITING EDUCATION SPENDING
[ I‘l------"_‘—-

" Hponding

.'J' |_ T‘. l-rn

- i ib=r i - .I: - s if
on compulsary education for 5-16 year olds would he cut by

i year while svery effort would be made to maintsin essential

= ™
~= o
. T—
! "-"‘-:'"]"'_',r-—' . R e T " = Y
o < 1 TE (R !.':]:1'.]-{1 [J_! h,': !'}':"_"r:' ﬁlu neroas 1thi range I:_lf i‘.:ll'..]"ILH_II [H'";:l"-].. 10T LY
CTAting gn the essentials and cutting out the peripheral. The proosss
eed 19 start from an analysis of what schooling is Intented to achieve
k.-l“ L = . | i » g g - W ?'
e o Be Smportant cutputs could be maintained at lower cost. Since 70
5 ‘rl = poh .
s ol expenditure represents tedachers' sularigs (L4 bn a yesr at
ey o . _ _ R e
e Prices), it would be impossible to achieve a L1 bn reduction without
i . . e . S
w0 lecher numbers substantially.  But the pupilfteschér ratio fn both

Lt T - b

<Y 5 s I
. i Seoondary schocls hae fallen dramatically sinee the end of World

i’ @ . i . " 5 iy
\ha e . =xample in England between 1960-81 when it fell from 31 to 23 in
AL A

¥ seotor and from 22 to 17 in secondary schools. Although 1t 15
Uned that the pupil/tescher ratio is & maasure of the "quality" ol
My the relationship between this raelic and academic student
Mo 18 far fpom gtraight-forward. Al present the number of teachers

l] I
'111 I'Jnﬂ [“'”] ani thC‘ L[-r-:[ p‘.‘l:]]r‘tiat:l'l‘ H““]-,p b '|f|” 1‘1‘_,} J!I'LJIHJLI 41” l]-E_".l |:‘I‘1i
; II'rlt.l-

i My = ’jE'!."_!ﬁl'li.}_ '["D'Llﬂ'hij' in line with the fall in ]‘]‘IH:H.; riumbers.

=1 _Favour

T woid provide an opportunity 1o weed out the lower qualified and

“Mlisluctory teachers, and achieve s more efficient teaching force
rl:i'r'f't{_-qj

by modern information technology 'to supplement class-room
YR 0N
&

‘e cassette tenching, sudio-visual nids, modular coarses etel.

i.'l_,_ Fr.]

* closure of wasteful poorly attended schoals with small classes
"ould -

B

- ll!":EF-jF\{] L r[l‘.
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otiiar]
T - ' . e k| hi 'E“_d'
ifl Schools would be reguired to concentrate. partieulsrly

level, on & "core" of academic end vocational suhjects.

resouress on other non-gcademic activities (unless on reps

Froblems

a0
B tlm:\"n
Joct :
Sl
1'.-1“, W -

§ . mberse .
authorities to make the planned cuts, eg in tescher ntmbe cajls O
rie®

. Some mechanism would be required for compaelling
: , :  RAWe
entail new powers of central control, with a fall -hack poW

the functions of LEAs.

ii. There would be other formidable problems
proposal. In particular -

a. Unless the curriculum were seversly pruned —
Aaam W
" : . Wi
schools could be left with 8 core of teaghers esch ©
reéquired to teach a wide range of subjects.

+ aplaf
wiun] I:‘:*—':-"‘_AI

b  There woukl be msajor resistance from the reaching P
¢. There would be considerable redundancy cosiss

iijis There might be a significant fall in the overall quality
provided by the Slate system, even if this fell

reflected in publie examination resulls.

ive. Puplls would have (o work more on their own
deleterious effects on eclassrcom diseipline and
nohievement of the less able. On the other hand, 1t

go on te higher education.

..'“
g 1R
=] : , ompat
v. 'This appresch is distinet from, and probably nol &

charging approich discussed 'in Annex .
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able to afford it would bBe required to pay the cost of their
edueation, whether in the State system (where schools would be
' charge fees which coversd their costs) or in competing private

1t would still be campiilsory to have children educnted, normally at a

ke = 3 _
f'v.'u‘-'-'h mel glatulory IL‘|1H51Ii'l:Ilﬁ r,;iu;mtgr,nul standerds. Those with

%0 w to afferd to pay would either have fees rebated or

¥
-
-1

BAbYY) v . ;
ty) weuld be subsidised vin some form of income support.

S
LUl A, 'r-':]i_ﬂ

R
i hr_h 1 1 e
(e o

ti

Bxpenditure this year ig £7.4 bn, or 61 per cent of lotal publie
H{rﬂrll:.' all of this is spent by loeal authorities st thewr own
and it is about & third of thieir total current spending. Ihe

“O5L pep mapll is aboutl £950 & year. Nombers -1 puplls will decline to
Ery . ; t .
! hence spending is projected to fall (bt Jess than proportionately).

:;J."'a'ﬂt

NN ma . _ - )
- Y Waintained sehools will pemain one of the largest social services,
.'-'-F:‘f'i_t T 3 & . [
'.'-"4"; EEeotnp eduestinn for cgmm;!b"{;]"y gehonl =aoe j,']I.J:JL],E (nl present o

Blaf o sunh

'": I rlI

pupils) remaining small.

hema + : _ - . .
"E 1I0r issuing vouchers to parents is sometimes suggested, as a

i . i '
HI-I.EEI'T'IE!.'LI‘LI';: t_F_'I'I- ":]1”!";!;'1-“- !‘t Ef:-]ll"- t!ﬂlp "_{I I‘}I'l:,'-nll_.ll_l_' "l"ll.:l.l.lj!_'-'f.I L:i'ﬂl‘:']{‘ﬂh.
It cheaper to send children to private schools if vouchers had
- ‘fane
'."I.:T'-"_'.l 1_u
el y ; ;
thay, The + Unless ps an adjunet to charging with vouchers covering less
"R aosts,

"ace vahia. But it would do nothing to reduce public

T

Indeed there would be increased expanditure to meel any

private education. Hence it is not put forward as an

-k T o
= 1n O

—_—

Ir-']hlf‘
T S0l =i o . - ” A 5 5 - 5 =T &l B OAE
"y ¥ing could e ss large as £3-4 bn, depending on the scale or

';-’1’?: m i & .
AN whether {1 counted as public expenditure.
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for 1 [aat

_ , i y Lo )
il. Parents who wanted to secure a higher-quelity pciuch el
do. so B &

{ﬂ”d
o "_"h‘l.-H'-l ! J.'I'
B - Eﬂ Ullvl i

=

chiliren, and were prepared to gpend mare, could ey

aroutnd within the State sector or by going to private ;
+ il

hooling ¥

would no longer be contributing to the coat of State &€ oW mal¥
. 1 ! _ 5 = to W o
and Jocal taxation). A real incomes rise, 1t 18 right t0

e
] I-rljﬂh Wi

regources 1o gEa into eduestion to the extent Lhat

purchase more and better sehooling for their childrens
i

A

" ’ atilive a1 -
iii. State schools woud nesd o become more eompelils [pati
ia )y I;:

conscious, and to paAyY more allention Lo pait'EnTﬁ' L"--"'”"”""J”-i

(exnm

resulls, vocalionally relevant courses, ato).

Problems

s A
ministrative = oy L1
ldfﬂl Ul _

e

:1[—_‘-'\'1' p"-’.l

I« There would be formidable politieal and ad

Some mechanism would be needed for compelling

mathorities to charge "adequate" fees, which wiakd entail

centrnd control and if noecessary lake-over.

H. Co¢t differences do not only reflect differences if

- P g - § hEZ‘
particular schools in inner city areas tend to have ME
form of central government egualisetion grant

neaded to aoflset this.

uls Students talang A-level courses in further
also be required to pay fees (to match the treatment ol i
; : . : van. thosE
schools). This would inerense the discrimination betweet

ing l'lﬂr‘]'-'-'.!’.n!:l:’r..‘-l:'

ecucation colleges undergoing training (on traln

on "schonl equivalent” courses (paving fees).

: / _ - . abie i

v, There would be a wholesale redistribution of digpes :
-

t(} {Jff:?f“

paying parents te tax-paying non-parents. Ong Wi¥ hat
"

r k- myg = . i : b iy
be to raise child benefit to cover (standard) school 1885
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U f . . o :
L the main ohject of reducing public expénditure and tweation. An

e . .
l-P-I‘:'ltttu.u_t would be to re-introduce child tax allowance, but this would be
I::'l:] g F

""PIY regressive, helping only parents with taxable incomes.

Given 1wy fees would need to be rébated for parents with low Family
NeAMmes, s would inevitably mean high marginal "tax" rales a1 the
Ptom of the wenle, with bpd effects on poverty trap and in-work/out-af-
work inesntives, Henee a form of pgradusted income suppoert, on
Megut

Ve ncome Lax™ Jines, would be prefersble - but previous tax orecdil
Dl:-...r;.'-rl " ] L L] - i’ T

%8 have been extremely costly, and the basic digincentive effect
WOl pa;

hain, Mowever distributed up the income scale.
¥l Singe

| children eould not he refused schooling, the business al
0lle

“UNg Tees would be diffioult and administratively expensive.
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ANNEX H

CHARGING FOR HIGHER EDUCATION

A g : : : -
i inificant saving could be schieved by charging degree students 8l
".I..I'ii i

| i_:!-tiHL{-_!.'. 2i0

i for their degree courses. The size of this saving would

” | the amount of State ussistance it was decided to make avallable 20
:I"”-‘ “eation students; but £1 bn a year could be saved by charging ihe
|I f:--;::_-l of degree courses, while still providing sssisiance in the form of
Il'iﬁllgt"lr"f- and/or State-gunrantesd lonns to, =ay; 300,000 gtudents (the
.” Wmber of students who could be assisted for the same ecnst would
H21y)

- “hithe way this mssistance was distributed ns between scholarships and
iy

S
R0
o~ =

f-llr'. ¥ - B b q w T
s TTUSENt projections. there will be about 450,000 stidents in higher
d';"imllp".ln '

e N 198586 of whom 35,000 will be from overseas. The cost of

'.;-:11'1

& Courseg o théese students varies considerably ns between the arts

1 [:IQ = ) A i I Sm— - T
* &} noes bt the pverage oS (F.tl 1080-81 ;H‘*lﬂi}h} of & universily course
L% I_l'_,.}t. : -

B 1,000 pap vear and that of a polytechnie is £3,000. Al present, nll

o

L T T

Peaid. institutions of higher education charge sl United Kingdom
' Btudents the same fees, (L480); these are met by & grant of L480
% local authority. 'The rest of the cost is met by central government
W universities (£1.263 million in 1082-83) and to other advanced
i Ut st inn institutiong (L538 m): although some of this expenditure 15

ok,

Uy,

-I.I-jp . . W T . -

g this pProposal, universities and other higher education instiiulions
. "r'."':' is - s gl od LI 02 il "

I'II.!I-:I,‘ ) i-“. w g nr':i I'li['.{l_!_l: El[rt-'f!l 1‘!.‘1“; ']:‘:{_"'"r'ﬁl'n”":'nT tfh::l-\:-f:-'l;_“it f\jl g & E-.E.E-'I I'C tl.-l -I:."‘-]I.

8 i b
Whd.. r*'”‘h?d entiraly through student lees, plus any outside endowment
“2 Thess : '
ey UOR rdise.
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Annax 1/Le00

T 1:I‘lt'="':'r!'r
Pﬂp]uclllﬁ |

L
Stale J.]‘I.Hﬂ'uﬂh 1
LA

L

4. This proposal 8 distinet from the gscheme for =

maintenancs grants, for students' living expenses, with
.h::'l_'l_--'l‘lfﬂ.ﬂf'

lomns, which would oniy save some £200 m a year. But the Lwo -
i tenants’

be eombdned, by affering loans to cover both tuition costs and ™

Arguments in Favou®

= |

. 11t giion# !
—_ T S - " = iliﬁ. £ ; =
I+ Charging full co s would ingrease the pressure S8 T g ol
i : . renmaion @5
higher education 1o recruit students and add the dimensi
Trie would M8

W 1l

ke them L

-
T
it |

1]
of 1

money” to decisions abaout higher education.

I : = - - &
responsive 10 the demands of potentisl consumers a -
quallty

4 5 & . E .
conseious of the nesd to eeniral costs and to improve i rdes)r
ol

’ . r -yr2al
"nrochicis” (eg it might encmirage the develppment of 1We™Y®

i. More competition between students, for

Governmeént amid, should lesd them to appreciate

It would prOOUrEE"

courses and to take them more seriously. e
frdussts

seek financial support from non-governmental sources (g

: i ' naTl
find wavs of supperting themselves eg by working Pe ”
a-of I DELWES

-1 H:ﬂ?‘-
f“!'}'l'.

vacations., before going to university, during year

YEIrs olc.

ifi. It would encourage closer links between 4
- . L ! 'Eg .I'dr'::l
education and Industry and commerce. The universili

4 from indust

¢ trained ;

o WO
o wtipdents W
They could de this by providing scholarships ta abie stude o1}

g li[ﬂit'-"d 4

make greater efforts to seek finencial suppot

would want to safepusrd their share of the supply ©

required to work for their "supporting" firms for
having received their degrees.

g B

spanid

iv. To the extent that universities etg did not meet et ’
i}

. . Buoi

finance for themselves, they would need to cul

ragources; and student numbers would fall.
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s YT . = T
This proposal wouid attrset fierce opposition Irom the acadamic
Mty

n

c : Rt Hardy ildng planning
@8 giving rise to fluctusting demands and muldng E

!
atsihle.,

U I e effect of this proposal were to be n significant reduction in
ot Student numbers, this counld mean a less qualified work force. Bt
. for degree courses could lesd 1o more sloudents clicosing
S Trialy—relevant” courses or more mid-career study and this should
e beneficinl effects on economic performance.

ey, s 2 ) istance and did
hose who did not qualify for any form of State assistance

MEnage to gecups support from industry or other private sources

© & Bill of mt least £12,000 (or more if maintenance costs were
for o 3-yenr degree course. The burden of servieing and

"INE Off 4 loar of thii scsle would be a considerable disineentive 10
pt
Hlap Bdentiag,

. e hipher educstion is effectively a life-long invesiment, those
NG hr}tﬂ.‘{:ﬂ-'-'

o

i}

to Minance it would wish to ba able to repay their loan over

Periods. There could be difficulty in developing a private seclor

Wi
h e -
et far such long-term student loans.

Ii'.., ) .
This Proposal might encgursge many students to seek higher
=hup '

ton in those EEC countries in which fees are subsidised, with some
i 1H :
g nevmane nt loss of highly skilled manpower.

i
- "- =y = w . 4 .
% SBcienco gnd technology courses are likely to he very much more
In1 =
“Don st - P . =idise the
SiVve R . - paities xoide to subsidise vt
) & than arts ones (unless the universities dec
I.Ell‘l.'m:r [L'I"'t

M . L
e} © Bourses Yetter 'value for meney™ in terms of potential cares
o LT

sm feeq enrmed from the latter), students might consider the

Y “eement, and it might be difficult to attract encugh studants to the
Bt : ' .
“¥pensive colirses such as medicine.
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CUTTING THE REAL VALUE OF SOCIAL SECURITY HINEFITS

o -'_.I_:ﬁl
H -“lf_-

i I
'.‘E.H. . : ) B Fos A g e

" RS much ps prices would be repesled. New legislation would bring

Higey

Present laws which require moat benefits to be increased annually by

y | . pg b .. it ,

Enefits into line with the present arrangaments for ohilkd benefit:
Thliny e y o

o B8 Woild Becsme a matter of diseretion for the Secretary of State wno
R 5

. -ﬂt-tii:‘n'pl

-|r1r
"_ll-ﬂ . I - = M . 1 :
- NI‘::L.m,gL.mm,H permit. If desired the Government aould take the
iMunity

i,

- £ - ] 18 o i
ta preserve their real purchssing pewer but only as lar 8s

during the first year of aperation of the new legislation 1o uprate
=LY 2 -f o - -

ity ool LEHEET-L: D"'J' Amounts WI'IJ.'C']"I wenild eff ect gubstaniial, once for-all

renl value of penefitse The bolder these initial cuts were the less

* Would be in fijture vears to hold down upratings below the level of

T Seourity expenditure in the current yesr is estimated at L32 bn,
“ent of tetal expenditure). In the three years to 198184 sooial
" penditure rose by T4 per cent. whilst public expenditure in total
"0 per cent; Mt the disproporiionate increase was in large pert due
IS8 in the number of unemployed poceiving banafit. At.present most
ﬂ' TUEL by law be increased annuslly at least in line with prices. Sines
% bagis pe tirement pension has risen by 28 per cenl_in real terms

! N8lonal disposable {ncome has risen by some 10 per cent. (Neayly

UGy, e
Ty Inrge improvement in the wvalue of the peEnsinn pocurred before

O g
Y0y

—ak,
.

Mirnose of illustration, this option would yield some LJ bn a yeur
" H a 10 per cent reduction in the LTPE projections is agsumed.
ot o thie pesl welue of benefils depends on fwlure pconGmMIO
the poor performance ease - where the LTPE pruajections
fits would be maintsined in real terms - benefits in 1850~91

& | s 5y L % I
cent helow their currerit level in resl terms. On the improved
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ANNEX J (07

3

S S
peonomle performance case - where the LTPE projeelions as;ﬂ.lﬂl.’-tntreﬁfen
gent per annum real improvement in social security experidiiure a2 b
st in 1000-91 would P

ranl valuer aof bBenefils and covernge - benefils

s

only a little below their exisling redl value.

Arpuments in Favour

4.— .
_ i hAVE *

. “The real increases in benefit rates during the Sk K

o i Wokne
very largge extra burden on the tax payer and 1hose in

menting the proposal could produce very Iarge

_ : s and
expenditure and lighten the burden on employers

. v |
pomilation. In relation to the 1982 uprating each : ,
yarditure:

n 2
]trﬂ;:ll.'lﬂﬂ"

u
redizction wonld have saved about £0.3 bn in public ex]

" - s N il | J.t
this being reflected in & reduction in the employer's ol

National Insurance und.

ii. The reduction in the real value of benefits
woild inorease incentives to work and increase

jobs.

pensions (eg

staff, the armed forces),

pensions are statutorily linked to increases 1IN
pansion. A 10 per cent reduction in the value ©

penglons would yield sbout £300 m a vesar.

Hfraoblems

5. ’
ur. ™

;s i b

¢ SUVINES g

= vt | W
:I'Ii._lih.“l

3 . " Fi
i. Cutting the renl value of benefits would be uRPOP
o . . QLI
relation to the benefits for pensigners where the BERE ig
: - e nation

madea. Pensioners woulkd receive a lowar ghare af the
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| |'-.r:-1r

o now , st least until the benefits of the new pension scheme

'_'ll'-:!. "
YMe signifioant (after 1990)

] o
't

thiz would econtrast siarkly with whal

Al .
"“Il u - po= - o " % i . = T 3 e
F onoe provided (ypratings based on gher prices or ¢al nings).

here wanid be sn increwse in real poverty snd current problems of
=00 = : e

Wl deprivation weuld be worsened (erime, poor care of children,
.E:.]r"-:ﬂﬂ iy

“fom. eold homes and poor nutrition étc
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* LIvn , ' | .
L * Projections assumed that defence spending would inerease in velume
o EY B

¥ 3 per cent & year from 1982-83 until 1988-89, with L per cent a year
Eillap

:'-ilr,-'lﬂhti —
- Tuns only to 1085-86. The propesal is to maintain the 1985-86 level

-
Ll

. Bl gy
SIPE

§
-|'.|_|.-

The United Kingdom commitment to the J per cent growih larget

M&, which would save about £1f bn & year by 1990-%1 as apainst

lnT.l?J?lm] forward planning dn  the Ministry of Defence currently
“Hi e 3 . ! s BB 1€ apti
" Tio Erowth in the defence budget after 1985-86. Hence tlus option

-:qi'll;'-,-lhi
Sinyy C T¥ident.
g ) | s
oy ‘0 allow for some flexibility, so it does not follow that the option

=l

But the present planning assumption s deliberately

"I{i il d . Rl
T Eved Without affecting military capabilities.

Th
-.r_l . Vis . . - L o
AT Polltica) and diplomatio difficulties of this option would be reducs if
O by
T Mg

Persuaded to reduce the 3 per cenl target o a level which ull
l! mr_'[nl'fell

eountries could renlistically be expected to achieve.

: ‘esent defence hase-line is uncertain, in relition both to the level
ShEnA.
1ty ing 4
i
. Bth of

- | -
iy
s

et

' 1982-83 and to env revisions of plans in the immediate

the Fallkdind conflict. But deferios spending cannol be ignored

'! Ll . = Fi = T
"Ercise. It now gecounts for sbout 12 per cent of total public

k
E

Lra LT + & il
ol Y © Programmes, and on the basis of the LTPE sasumptions (including
"':-f ¥ a
r .‘-.L]-foi’]'[-]U“

LT that defenoe pPrioes TiBE 2 per cent f[aster than iJI"';I..',I_‘!E

al} ) i _ .
. WL acgount for 15 per cent fn 1980-81. On these projections,

-\_15

*e8ponsible for more than & third of the totsl expenditure increase

i

, LI T —

Pl *t'ms) from 1982-83 to 1990-91 - a much larger share than any other
“Hme . o

]

2y though a different base vear, or & differsnt assumption about

v Widld mve different results.

v .
. #liteg
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Arpuments In Favour

4.

i« 1f defence spending g not slowed down, it will

relation to GDP, to sround 6 per cent on the projects
Sconer or later, depending on the performance of the econof=:
is very litely to be found unsustainable, so that drastie cuts W

e made. 1t would be more sensible to plan from e outs€

sustainable rate of defence spending, as in tha proposii
\LJ.'FU
T 1he
E : meel
e In the past &8 number of other countries have fuiled 10

£ mt’lff‘ .
itive B

rs " . ” e
Kingdom), and after 1980 (the last year for which gompar
s

. — - A
target (even among those with GDP growth rates higher

available) their performance is likely to continue O fall 8!

It wotlld U
n in he

ii. The lower expenditure path would be feasible.
line with the forwnrd planning now being undertdke!

this deliberately leaves room for flexbility - purs L "
v {Lf.?"" BN P{-"r

British industry could still be higher than it is toda

. . . - =, F,fﬂ]'ﬂﬂ
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