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CONFIDENTIAL
LIAMENTARY 1, The Cubinet were informed of the busineas to be takosn in the
AIRS House of Commans durlng the following weoek,

THE LORD PRESIDENT OF THE COUNCIL 5aid that on 20 July
timetable motons had been paseed for the remaining Commonse stages
of the Education and Rent {Agriculture) Bills, the Dockwork
Regulation and Health Services Bills, and the Alrcraft and Ship-
bullding Indystries B{ll, The three supplementary motions on-

8§ November, sach of which could be debated for up to one hour, would
allot pix hours for the firet conpideration of Lords Amendments on
each Bill and three hours for any other messages irom tha Lorda,
There would be proteste from the Opposition, but each of these Bills,
and particularly the Alreraft and Shipbuflding Industries Bill, had
already taken far more time In the Commons than wan utusl even for

major legialaticon,

THE LORD PRIVY SEAL aaid ¢hat it would not be poselble adequately
to discuss ail the Lords amendments to theaa Bills in the course of
six houre for each BIll; there woxe 58 amendments to the Aircraft
and Shipbullding Industrice Bill alone, When the Bills were returned
from the Cemmons, the Lorde would be likaly to argue that the
Commong had rejocted some of their amendments without discusaion,
or without proper discuseion, and that eoms Important provisions had
been gulllotined twice and never properly discuased an the Floor of
the Cominons at all, It would be of some presentational value, ard
might help te raduce the number of further exchanges of ressages
between the two Housos, If elght hours could be allowed rather than

atx,

In discuosion it wan pointed out that the Opposition in the Corsnons
had not se far pressed for more time, and the three supplementary
motions had now bheen placed on the Order Paper, It might never-
theless be worth offering extra time oo the Bill, or the two Bills,
which had atiractod the greataat number of Lords smendments, In
countering Conservative protesta it might be useful to cite the
example of the last Congervative Governmerd in forcing their
Industrial Relations Act through Perliament,

THE PRIME MINISTER, summing up a brief diecussion, said that the
Government should not volunteer any alteration in the three
supplemontary motiona, If, however, the Opposition were to prass
for more time, it might be worth conceding & further two hours on one
or two of the Bills if that would easa the position whan thepe Billg
were returned to the Lords and reduce the lkely sumber of
subsaguert exchanges between the fwo Houses,
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The Cabinet -

Took note,

2. The Cabinet considared a memorandum by the Secretary of
State for Sordal Services (CP(76) 97} on the propased Bill to recover

from motorists through insurance companies the full costs to the
National Health Sewvice (NHS} of treating road accident cases,

THE SECRETARY OF STATE FORSOCIAL SERVICES sald that when
the Cabinet had consldered public expenditure on 19 July he hag
propased to save £2¢ million in 1977-70 and £40 milllon in A foll year
by legislation to recover, mainly from insurance companies, the full
costa to the NHS of traating road accident casea, & this proposal
which had not at that stage been worked out in detall did not prove
practicable he had undertaken to find alternative savinge In 1977-78,
He was still ready to proceed with legislation #f the Cabinst so wished;
2 detailed scheme had been agreed in Home Affairs Commiites, there
had been extensive consultation with interested parties and the Bill
was nekrly ready. There were, however, changes in clrcumstancas
dince July which led him to feel that thore wore better alternatives,
The pressuzre on the leglalitive prograrme in 1977-78 had become
more acutc and thers would be great advantage in eliminating the need
for ona Bill, From the consuliations which had taken place it was
evident that the Bill would be controversial, The Hill would alse he
more dificult to defend to the House than he had anticipated because
it had been decided In recent Public Expenditure Survey Committee
dlacuseicng that the revenue It gensrated In the yeara after 1977-78
could got be used to austain additional expenditure for the NHS bt
ghould, for all practical purposes, be merged with the general
ravenue from taxation, Finally the public expenditure position had
become praver since July and there would he a corresponding
attraction in alternative ways of raising revemue which could ba made
effective for the whole of 1977-72 rather than for the haif year which
wan the most that could be achieved with hie legislation, He there-
fore congidered that it would He preferahle to collsct an amount
equivalent to the relevart NHS treatment coate by an increase in
Vebicle Excise Duty (VED), The charge for this purpose could bhe 2
distinct vlament which couid be accounted for separately and adjusted
periodleally as theso ¢costa changed, The charge could be made by a
provision in the 1977 Finance Pill, thua eliminating the need for
specific legisiation and rajsing & full year's revenue,
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In discussion it waa pointed out that there had been a clear commitment
In July either to introduce the Bill or to make altornative savings, To
rajge additional taxatiun by meana of an Increass in VED was uot a
satisfactory alternative and would not enable the Government to keep
within the agreed Iimite for public expenditure, There were wellw
established cbjectiona of principle to hypothecating tax revenuc 28 was
involved in this proposal, The slternetive possibllity of incressing
the NHS component of the natlonal ingurance contribution was equally
uwnacceptable, It wouid mean that the cogts were met by the
population at large whereas the principle behind the legialation was
that rotorists should pay for the costs they brought abaut, An
additional provision in the Finance Bill to increase the VED would also
be controversial, While A review of all transport taxes was nssded,
and was indeed already under way, thia could not give results in the
short term, The alternatives were therefore to continue with the Bill
or to cut public expenditere either in the health service ox on othex
programmes,

In further discussion ¥ was argued strongly that although the Home
Affalrs Committee had approved the detalled scheme for reaovery of
accident caste further work suggested that it was open to sericus
objectiong, These were s0 serious that they cast daubt whether the
legislation could he carried in Parlfament in the form proposed, and
whether if carried it would yield the expectcd revenue,

THE PRIME MINISTER, surnming up the discuselon, said that the
Cabinet appreciated that the possibiiity of increasing VED had been put
forward as a conatructive alternative to the lepislative pressures
which would arise from a Bill to permit recovery of road accldent
treatment costs, Nevertheless the Cabinet reaffirmed the decision
which they bad taken in July that either a Pl should be infroduced
which would permit charges of £20 million to be levled in 1977-78 or
aiternative savings should be found by the Secretary of State for Social
Services, If the Secretary of State for Soclal Services folt in the light
of the criticlema which had been made of the proposed Bill that he
ehould gseek alternative expenditure savings he should bring the matter
before Home and Social Affatrs Committes,

The Cabinet -

Took note, with approval, of the Prime Minister's
summing up of the {r discussion and invited the
Secretary of State for Boclsal Sexrvicen to be guided
gccordingly.
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3. The Cabinet had before them & note by the Chancellor of the
Excheguer (CP(76} 98) to which was attached a note by the Chief
Secratary, Treasury, about the posgibility of using savinge an Post
Cffice Investment to cover increased expenditure on selective
asslstance to Industry,

THE CHIEF SECRETARY, TREASURY, sald that the Government had
recently agreed upon, and persnaded the Select Committee on
Expenditure to agrec to, a changed treatment of the figures for
nationalised industry capital investment, Az 2z result, the definition
of peblc expenditure would In future exclude that paxt of that capital
fnvestment which was not financed from public funds, This wasa
very des{rable fmprovement, but inevitably it meant, in the year in
which the change was made, that there was no baselins (in torms of
what the flgures on the new baels would have been had that hasie besn
in use when the last White Paper wasd compiled) against which to
measure alleged savings; and that made it very difficult to use such
savings ag an offset to excess expenditure elsewhere, IR any case,
eyen If such baseline figurea could he constructed in a way which
would not arouse suspiclone of hook-cooking among cutside
commentators, it would not be defengibla to do it for the Post Office
alone, and it would have to be done for all nationalised industries,
When the neads of the British Natlonal O] Corporation and of the new
nationalised industries -~ British Aerospace and Britich Shipbuilders -
wore taken into accoant, there might well be no saving to use, More
Important still, any attempt to operate in this way waa liabls to
jeopardise the credibility of the Imporvant new preaentational changa
which wes now winning acceptance, In hls view, therefora, the
savings derived from the Post Office investment programge could not
be used as an offset to additional expenditure oo Induatrial support,

THE PRIME MINISTER, summing up & brief diecuesion, eaid that it
wap generally agreed that it was important to do nothing which would
upeet the suicens of the new form of presentation, To have got that
new presentation generally eccepted was a considerable achievement
by the Treasury, who should be congratulnted, It would be haipiul if
the Chancellor of the Exchequer were to circulate 4 note whick
Ministers conld have by them for reference setting out the new
definition of pubHc expenditure and the proportion this revised total
bore to the Gross Domestlc Product compared with tha old definition,
On the framediate problem befors Cabinet, it wap recopnised that
there wag a real reduction in Pogt Office investment, which would no
doubt be reflocted in a lower call on the Gavernmsnt for finaneing;
but It wes leas clecr whether, glven the difffculty of making the
neceasary assumptions about prices and private pector financing, the
figures for natlonaliped industeries as a whole on the new basis wounld
be higher or lower than they would have been in the lagt White Paper,
and thie was an exerciss which should be done. However, it was

4
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clear that there could be no question of using such a hypothetical base-
Hne I the White Paper to be published in Januvary, although the
sltuation would be diffarent in subsequent White FPapers,

The Cablnet -

L Took note, with approval, of the Prime
Minister?s summing up of their discuseicn,

2, Axgreed that savings arising from the
reduction in Post Office investment could not be
offeet apalnat lncreases in expenditure on indystrial

support,

3. Invited the Chancellor of the Fxchegquor to |
eireulate A note about the new defindtion of public I

expenditure, |
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4. The Cabinet had before them 2 memorandum by the
Chancellor of the Exchequer {CP{76} 99) reporting on a discuseion in
the Ministerial Committee on Economic and Industrial Policy (EI)
about addidonal expenditure on selective asaistance to industry,

THE CHANCELLOR OF THE EXCHEQUER said that in hig statement
of 22 July Iaet he had said that the Goverument planned to increasse
significantly the repources avallablo for aeclective assigtance to
Indystry through the National Enterprise Board (NEB) and the Scottish
and Welah Devlopment Agencies, as well as through discretionaxy
assistance In support of the Industrinl strategy, The Secretary of
State for Industry had put forward proposals to Implemeat this,
astimated to cost £90 milllon In 1977-78, £142 million in 1978-79,
£195 million in 1979-80 and £216 milifon In 1990~81, EIhad
considered ways ‘o which this additional expenditure might be affset by
savings on non-selective agalstance, but they had been unable to reach
any agreement, The majority of the Committee dld not favour making
savings by ending Regional Employment Premium (REP) in the
Development Areas [DA); and some memnberd of the Committes had
favouved making Regional Development Granta (RDG}) more salective
(eg by limiting payments In respect of very lapge projects which had
little flexibility in location), by reducing the lavel of RDG in

Inte rmediate and Development Avess (IA and DA), and by reviewing
the boundaries of the Asglated Arezs (AA) as a whole to reduce thelr
coverage, These were, however, lmportant matters of policy, and
they could not be settled in a day or no, More time wasd needed for
thelr congideration, Some membere of the Committee had favoured
making free depreciation through the tax system more gelective, but
In his view this would be damaging to industrial confldence, The
problem far Cabinet was to decide how the extra expenditure should be

oHaet,

THE SECRETARY OF STATE FOR INDUSTRY sald that the
Government's commitment to glve prlority to industrial development
aver consumption and their social objectives had not been carried out;
&nd ald to industry had in fact gone down as & proportion of publc
expénditure, Industrial confidonce was belng eroded by such things as
the surcharge on the employers?! mational insurance coutribution and
the IS5 per cent Minimum Lending Rate (MLR), The icdustrial
strategy had not been given priovity, b the cuts of last July

£114 million had been taken off the expenditure of hia Department, and
£50 million off hie nationalised industries; and Jn his view thls
represented hie contribution to making more yresources available to
the NEB, Ewven so, in view of the deterforation {n the posiiion since
then, he wan prepared to find further savings from Induatrisl
support, The REF was regarded ap the least important of all the
reglonal incentives, being cgual to only 2 per cent of lJabour costs - far

&
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less effective than Temporary Employment Subaidy which was worth
10 per cert, By dropping REP in the DA (but not in the Special

Development Areas) £31 million could be saved in the next year, and
£65 miltion in a fall year, If charges were to bo made In RDG,
careful study would be required. They had already been reduced hy
making the mining and construction induatries no longer eligible for
them, and further erosjon could afect confldenca, Thay were
regarded as probably the most important of the forms of regional
asslstance, although it might well ba that the Government had been
mistaken to allow them to go to largo projects which could not be sited
otherwise than where they were. A ceiling on individual projects
shonld be leoked at, hut it would hit the British Steel Corporation, who
would then want more financing from the Government in other ways,
There was much to be said for ceaning to pay RIN; in the IA, but this
wag politically very difficuit, The boundaries of the AA needed
revision with a view to reduclng their size, pinea 65 per cent of the
land in the country, and 45 per cent of the psgpulation, were in A4,

He pointed out that of the figure of £225 milllon for the NEB at
present entered for every year through to 1980-81, British Leyland and
Rolls Royce alone would next yemx need more than that total, so the
NEB was left with no flexibility to carry out the interventionist rele
which the Government had envisaged for it, @I waa at present nothing
more than a glorified atate holding cornpany, unahle to fuliil its roie
in tho Government's {ndustrial strategy, Lord Ryder, Chalrman of
the NEB, had indicated that he comld probably spend another

£70-£90 milllon next year to stxenpgthen and aerist Industries. In hls
view the Govermment must find some way of making these resources
available,

In discurpsion it wae argued that if the package which had been
praposed in EI by the Secretary of State for Industry wera sdopted,
doth Wales and Scotland would fare badly, and show a net reduction In
support for Industry. REP wae the oaly labour-intensive subsidy
there wns, and it was important to the Government's supportere,
There were signe that the gap betwoen the AA and the rast of the
country, which had narrowed for somse time past, wasg beginning fo
widen again, This made it a bad time to reduce regional support,
Indeed, it could be shawn that the Special Development Areas got less
than thady fair share of RDG and REP was the only redress for this,
The Government had already decided to reduce the mals rate of REP
from £3 to £2, in splte of the Manifesto commitment to maintain it,

and there should he no further reduction in this 2ssistance,

In further discussion it was argued that it would be wroang to reduce
reglonal support which was the Covernomentta way of guiding
{nvestrzent into the ireas where f was needed, Inhdeed, the fact that
private investment jenerally was not taking place in apite of the cot-
back {n the demand on resources made by the public sector suggested
that market econor Icn were not working and that thare was thaxeiora

7
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all the more need for stepplog up the activity of the NEB and the
Agencies, Agzinst this it was argued that the Governmentlg
axpendliure on Industrial assistance was of muoch less tmportance than
such factors as 100 per cent free depreclatlon, the Introduction af the
flscal gtock appreclation provisions, and getting the MLR down to a
lower lavel, It was casy to overestimate the capacity of Goverament
to make selective decislons In induetry., Withis employment-making
expenditure, it would be wrong to cut expenditurs on regional policy
such asg B and REP iy order to incraase selecHye Industrinl ageiz-

tance,

THE FRIME MINISTER, summing up the discussion, sald that the
Government had committed fself In July to making more resources
avallable to the NEB and the Scottish and Welsh Development Agencias.
The problem wae to flnd the offsetting savings which would make the
neCedsary resources avallable, He waa not personally wedded to all _
the expenditure In ald of regional policy, and was prepaved to believe .'
that over time its value reduced, Nevertheless !t would be very !
Affficult simply to abolish it; the need was to wean the public ]
gradually away from 1§, and the equalisation of the male and female {
rateg of REP bad been a etep in this direction, What wae needed was ’
¥
|

time to look at expenditure on aesistance to industry to see what shifte
eould be agreed on within i{t, In preparing the White Paper, therefore,
the present figures for flnance for the NEB and the Scottish and Welsh
Development Ageneles should be entersd but with a footnote to the
effect that the whole fleld of public expanditure on ald to indusiry wez
baeing examined to see what resources could be sblfted to the NEP and !
the Agencies,” In accepting thiv Hne, the Cabinet also clsarly ;
accepted that, by the time the White Paper was publlahed, they must :
hawe put themeslves into a positlon to announge the changas which ‘
would be made. This gave them about two manthe to review the |
poaition, although it wase recognisad that the exercise could :
concefvably be subsumed in any wider expendifure exercise which ;
might be nevessary following the forthcoming negotiatians with the !
International Monetary Fund, Onthe questlor of a suceessor to the J
Accelerated Projects Schema, for which the Secretary of State for

Induetry was also bidding for additional money, and which was
generally ragarded ag desirable; this should be treated 24 a

potentiai charge on the Contingency Reserve on a basis to be agreed
between the Secretary of State for Industry and the Chinf Secretary,

Treasyry,
The Cablaet -
Took note, with approval, of the Prime Minieterts

sumrming up of their discussion and invited the
Mivisters concerned to be guided accordingly,
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5. The Cabinet had before thern & note by the Chancellor of the
Exchequer (CP(76) 96) covering 2 mesmorandum by the Chief
Secretary, Treasury, about public expenditure in 1978-79 and later

YoATSs,

THE PRIME MINISTER ¢aid that the position followlng their
discuszlon on 26 October on this subject was as follows, It was

agraed that the flgures in the next White Paper must show no increase
over thoge in Cmnd 6393 as modified by the statement of 22 July last,

Agreement had been reached on all #ems except?

i Major pragramimes where the outturn was 'relatively
nncontrollabla' - vig Soedal Securlty and Export Credit
Refluance, on both of which the Chief Secretary, Treasury,
would report separately at a later meeting,

i, Housing, on which the Cabinet had agreed an Increase fn
rente saving £30 milllon a yesr, but on which all further
issues remained to be settled,

111, Expenditure by the Ministry of Agriculture, Fisheries
and Food, which had not been deall wih at their 1ast meeting,

THE PRIME MINISTER, surmming up a brief discussion, sald that it
wip agreéed that the additional pids in respect of the Thames Barrier
amd investment in plg enterprises Hated In the Jast part of Table & of
the Treesury report annexed to CP(76) 91 were accepted, while tha bid
for strategic and emergency food stockpilee waa, at any rate for the

preasent, withdrawn.
Tha Cahinet -~

1 Took note, with approval, of the Prime
Minigter's surmnming ap of this part of thelr
discussicon,

THE: SECRETARY OF STATE FCOR THE ENVIRONMENT said that he
had offered to reduce local authority mortgage lending by £150 miilien
A year gross In 1978-79 and later yeaxs if it could ba agreed that the
presentation of public expenditure figurees could be amendad po as to
exclude lending by the bullding socleties ta local avthorities, Ha wes
concerned that the funde which the building eocletiee were now making
available, with local authority sssistance, to down-market horrowars
¢h & cage-by-cage basls should be expanded tbroagh an arrangement

g
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with the building societien whereby his Dapartment would make block
allocations to individual local avthorities: but to do this 3 was
esgsential to get round the present convention whereby this would then
count as public expenditure [wheresn the case~by-case arrangements,
In which the money went direct from the building socleites to the
Iadividual borrowers, did not), He now had reayon to believe that
the money would be forthcoming from the building societes for such
2 scheme to fill the gap which would be made by the reduction in lacal
authority leanding be wan now offering, Howevor, he accepted that the
present yoar was uot a good one for making a further change jn the
public expenditure convemntions in the forthcoming White Paper; and he
wan therefore content to see the change made In the following White
Faper, He noeded to diascuss urgenily with the Chief Sacretary,
Treaaury, how this ghould be hendlad so that he could clinch the
arrangementa with the bullding aocietles,

THE PRIME MINISTER, summing up a brief discusefon, said that it
w2k agreed that the flgures for loecal authority mortgage lending
should be reduced by £150 million a year grosa, on the understanding
that before the next White Paper but one came o be publiashed
conegideration would be given to & change in the accounting conventions
wheraby lending by the bullding societies to local authoritles to enable
the authorities to on-lend toindividual mortgagors wonld not score ax

public expendityre.

The Cabinet -

2. Took note, with approvel, of the Prime
Minieter's summing up of this part of thelir
discussion,

3. Invited the Chief Secretary, Treasury, in
conpultation with the Secretary of State for the
Environment, the Secretary of State for Scotland
and the Secretary of State for Walen, to consider
further the poeeibility of amending the public
expenditure conventions in the manner envisaged,

THE CHIEF SECRETARY, TREASURY, #aid that he had besn asked
at the previous discuseion to conslder what proposals might be made
for offsetting the excess housing expenditare, and be had set out the
possibilitles tn CP{76) 96, Annex A to that paper showed how ths
additiona!l expenditure might be offsot within the houging programme,
and Annex C set out possible options on other programmes, In his
view, given that a further public expenditure exercise wae posaible
following the negotiations with the Inteznational Monetary Fund {IMF),

0
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it would be better not to touch the items in Annex C but to find tha
savings whthin the housing block, The Cabinet had alraady agreed
to Bn increase in rents of §0p from April 1978, and he would now
proposae some further Increase above that, together with redyctiong in
expenditure on municipalisation and an fmprovements to broadly the
level of 1977=78, while holding new house bullding alac to the level of

that year.

THE SECRETARY OF STATE FOR THE ENVIRONME NT reminded

the Cabinet that the additional expenditure on housing was the
congequence of the increase in interest rates, and that they bad not
yet heard how the Treasury proposed to deal with the additlonnl
burden thia imposed cutside the housing programme, In his view it
would be quits nnrealistic to take 2 hurrled declslon about the housing
programme at a time when the broader exercise might well have to be
started in the next two or three weeks, Annex 4 to the Chief
Secretary, Treasury's paper would mean a collapse of the housing
programmme, and would cut new house bullding cutside the ptress areas
(which repredented helf of the housing programmse) to one-third of its
present level, He did not regard this As a senialble way of proceeding,
It wap trun that same Conservative~controlled councils would not
undertake house building on the scale the present figures allowed; buk
1t would be wrong to provide them with the excuss by cutting figures
back, Tha comstryction industry had lost 250, 000 jobe since the
Governmaent took offlice, and more lossea were in the plpeline,

In the ccurse of dlscussion the following points were made ~

B, If 2 major cut in public expenditure had to be made, &
would be preferable to make 2 few major polley excisions
rathoer than to erade programmes all round, Jt would there-
fore bo besdt to waik untll it became clear what would be the

upshot of the IMF negotiations,

b. * Even If Iaxge cuts hecame racesgary iollewing the IME
talks, it wea virtually inconceivable that rore should be taken
out of housing than was now proposed. Given that the possible
OuLS in Annex C wore politically no2asfer toaccept thanthose in
Anncx A, there was much tobe sald for accepting thase n Arnex A,

C. ¥ was of very grsat importance that the Treasury, in
talldng to the IMF miasion, should be z2hle te domonstrate that
publc expenditure wae flrmly under coutrol, and that the
Government ware eticking to their declared limits, For thie
reason it was eszentizl to agree on waye of offsefting the

increase in housing expeanditure,
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d. The requirement to publish 8 White Paper looking

four to five years shead was irksome in a situaton in which
the immediate future was by no meand elear, Nevertheless,
while it might, in crlmer times, be possiblc to abandon the
annual publication, to do so in the present situation would have
3 pariousaly adverae effact or confldence, Against thia it was
argued that, at a time when the economic prospecta were
changing rapidly, the Government would be wrong to commit
themeelves to particular figures for 2 period of ysars ahead,
It was perticalarly important ta avoid & eftuation in which the
White Paper wae peblished after it had been overtaken by

averndo,

THE PRIME MINISTER, summing up the discusaion, said that the
Cabinet had not vet reached flnal apreement on how to afiset the

additional expenditure on the housing progremme, Expreseed in
terme of figures for England only, the additional bids totalled about

£450 miliion, The Cabinet had agreed already on a rent Increage
from April 1978 which would save £30 million a year; and they had
accepbed the offcr of the Secretary of State for the Environment te
save a furthor £150 million a year gross on mortgage lending by local
authoritics, This left a further £270 million to find, The Secretary
of State for the Environment had indicated his willlngnees to find a
further £100 milllon frorm the housing programme, which meant that
£170 mlilich bad to te found from other programmes, since the
peneral view was that It was essential to be able to demonstrate to the
IMF in what way the announced Umits were baing kept, A pumber of
Minfstera had indicated & willingners to make a contribution. The
timetable would just allow the Cabinet to have ona further discuseion
of this subject, Inthe ensuing week, therefore, all spending
Minlsters would conaider to what extent they were able to comribute
towards the required outstanding savings of £170 miltlon, There was
ho reason why such contributiens should be confined to the suggestions
lated in Annex C to CP{76)} 96. 1 would facilitate the Cabinet's next
discussion if Traasury officials were to diacuss poasibilities

bilate rally with the officials in the speading Departments,
Proporticnate reductions would also be needed either In the Scottlsh
and Welsh housing programmes or In other expenditure,

The Cabinet =

4, Toak note, with approval, of the Prime
Minjeter s summing up of theizr diacussion.

12

CONFIDENTIAL

— . g




CONFIDENTIAL

5. Agrecd that, through Increases in rents and
cuts in housing expenditure, a total of £280 million
p yaar should be paved In 1978-79 and later years,
and that proportionate cuts would need to be made
in Scottish and Welsh axpendifure,

6. Agreed that at thelr nemt meeting they
should consider in what way a further £170 mitlion
(plus proportlomits sume in raspect of Scotland and
Walee) might be saved on other programmes; and
invited the Chief Secretary, Treasury, to arrange
for offlcials to discuss the posaibilitics in the

meantime,

Cabinet Cffice

4 November 1976
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