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PUBLIC EXPENDITURE - DECISIONS MADE IN OPPOSITION 


In our p o l i c y work in O p p o s i t i o n , we completed what were, i n e f f e c t , 


s e v e r a l "shadow" P u b l i c Expenditure Surveys. The l a s t f u l l shadow 


survey was i n 1978. By the time the e l e c t i o n was c a l l e d , we had completed 


two d i s c u s s i o n s with two Shadow Departments - Environment and S o c i a l 


S e r v i c e s . We had a l s o updated the 1978 d e c i s i o n s i n l i n e with the 1979 


P u b l i c Expenditure White Paper f o r a l l other departments. Knowing that 


the records of these d e c i s i o n s would be of great importance in Government, 


we have been c a r e f u l to b r i n g them together s y s t e m a t i c a l l y with a view 


to t h e i r p o s s i b l e use by the Treasury. A l l M i n i s t e r i a l D o s s i e r s s u p p l i e d 


by the Research Department to incoming M i n i s t e r s should c o n t a i n the 


documentation d e a l i n g with t h e i r departments. The question now a r i s e s 


as to how t h i s m a t e r i a l and the d e c i s i o n s embodied i n i t should best be 


used. There are two d i s t i n c t e x e r c i s e s i n which they could play a p a r t . 


The f i r s t i s the search f o r economies i n 1979/80. Because of the t i m i n g 


of the e l e c t i o n , the Budget and expenditure d e c i s i o n s (which have to be 


made i n a f i n a n c i a l year that has already begun), the s i g n i f i c a n c e of 


d e c i s i o n s made before the e l e c t i o n on economies i n "year one" i s somewhat 


u n c e r t a i n . Some may be t e c h n i c a l l y impossible (at l e a s t in f u l l ) ; others 


may r e q u i r e l e g i s l a t i o n which i s not f e a s i b l e ; others s t i l  l may not be 


p o l i t i c a l l y d e s i r a b l e . Nonetheless, there are some u s e f u l agreed 


proposals on which e a r l y a c t i o n c o u ld be taken, in time to provide some 


revenue for the C h a n c e l l o r ' s f i r s t Budget. 


The second use for t h i s m a t e r i a l would be i n the P u b l i c Expenditure Survey 


which w i l l be launched s h o r t l y . Although longer-term p u b l i c expenditure 


plans w i l l not be p a r t i c u l a r l y a matter f o r M i n i s t e r i a l a t t e n t i o n in the 


few weeks up to the Budget, the normal t i m e t a b l e r e q u i r e s a c o n s i d e r a b l e 


amount of advance p r e p a r a t i o n at o f f i c i a l l e v e l . The more thorough and 


comprehensive that work i s , the e a s i e r the subsequent d e c i s i o n s w i l l be. 


In t h i s p r e l i m i n a r y stage, the Treasury and departments are i n v o l v e d in 


what i s e s s e n t i a l l y a f a c t u a l enquiry. As I understand i t , departments 

are asked to r e v a l u e "present p o l i c i e s " and to r o l l them forward a year; 


and to suggest the p o l i c y changes they would l i k e to make i f t h e i r 


expenditure plans were to be increased or decreased at the margin by 


some f a i r l y small amount (eg plus or minus 2 J % ) . 




If the standard procedure were follo w e d t h i s year, i t would, of course, 


provide no way i n which d e c i s i o n s about expenditure made in O p p o s i t i o n 


could be i n c o r p o r a t e d i n the Survey. Since the economies that have 


already been agreed are very s u b s t a n t i a l , p a r t i c u l a r l y by years two and 


three, i t would seem imprudent to abandon a l l t h i s work and to s t a r t 


a f r e s h . 


The question t h e r e f o r e a r i s e s as to whether the f i r s t , f a c t u a l stage of 


PESC could be mo d i f i e d to i n c o r p o r a t e O p p o s i t i o n plans. P r e l i m i n a r y 


c o n t a c t s with the Treasury suggest that there might, f o r example, be a 


way of doing i t on the f o l l o w i n g l i n e s . Departments could be asked three 


quest ions: 


(a)	 what are t h e i r estimates of the expenditure i n v o l v e d over the next 


f i v e years in "present p o l i c i e s " ; 


(b)	 what are t h e i r estimates of the changes i n expenditure i m p l i e d by 


d e c i s i o n s made in Op p o s i t i o n ; and i f those d e c i s i o n s are unacceptable, 


what p o l i c y changes would they now suggest which would be b e t t e r ways 


of r a i s i n g the same revenue; and 


(c)	 what p o l i c y changes would they wish to make, over and above those 


agreed in O p p o s i t i o n , i f they were to have to make f u r t h e r economies 


up to, say X% by the f i n a l year of the Survey. 


If i t were p o s s i b l e f o r the PESC e x e r c i s e to provide M i n i s t e r s with the 


answers to these three questions a f t e r the Budget, there might then be a 


firmer b a s i s on which to make long run d e c i s i o n s about expenditure i n the 


longer term. The chances of s e c u r i n g s u b s t a n t i a l longer run economies 


would be f a r g r e a t e r . 


It must, once again, be s t r e s s e d that the procedure o u t l i n e d above i s 


only an i l l u s t r a t i o n of one p o s s i b l e way ahead. But should the general 


p r i n c i p l e be accepted, one t h i n g i s c l e a r . The Prime M i n i s t e r ' s support 


for the p r i n c i p l e s of the e x e r c i s e would be v i t a l . In p a r t i c u l a r , her 


e x p l i c i t endorsement of the need to s t i c k by past d e c i s i o n s ^(b) above/ 


would be e s s e n t i a l when any Treasury proposals f o r the handling of PESC 


come before Cabinet, as they are l i k e l y to do i n the near f u t u r e . 


ADAM RIDLEY 


10 May 1979 
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