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The purpose of this minute is to suggest how you might tackle the
meeting at 5.30 pm today to discuss the work of the Group.

Overall Position

o I do not have the exact numbers but on a rough assessment if
we settled on the proposals made this week to the Group we should
exceed the target by some £0.8 billion in 1987-88, and by larger

amounts than earlier assessed in the later years (particularly in
the last year because of electricity). The general strategy must,

therefore, remain to continue the pressure where ever you judge it

feasible.

Main Issues

3. You will have to review Overseas Aid after today's meeting.

Otherwise, the key outstanding issues now boil down to:-

(i) Social Security: year 1 is virtually settled. You
have asked for savings of £100 and £250 million in years 2
and 3. The crucial issue is the new benefit rates in April

1988;

to
(ii) Health: the target/aim at seems to me to be real

increases of 2 per cent, 1 per cent and 1 per cent on HCHS
(though it might be necessary to go to 2.2 per cent in the
first year to match the previous year). This would give
increases over baseline of £285, 264 and 659 million (£305
million for 2.2 per cent in year 1). The key question is
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