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C O N F I D E N T I A L 


P R I M E M I N I S T E R 


P u b l i s h i n g M e d i u m - T e r m P u b l i c E x p e n d i t u r e P l a n s 


(C(79) 36) 


B A C K G R O U N D 


A t the l a s t C a b i n e t d i s c u s s i o n on P u b l i c E x p e n d i t u r e (C(79) 12th 


C o n c l u s i o n s , Minute 5) on 26th J u l y , the S e c r e t a r y of State f o r T r a d e 


questioned whether i t was n e c e s s a r y to p u b l i s h P u b l i c E x p e n d i t u r e P r o j e c t i o n s 


going beyond 1980-81. Y o u a s k e d the C h a n c e l l o r to b r i n g f o r w a r d a paper. 


The ground has s h i f t e d s i n c e then, w i t h the d e c i s i o n to p u b l i s h two separate 


White P a p e r s , one on 1980-81 and one on l a t e r y e a r s . T h i s makes i t 

e a s i e r to e m p h a s i s e the tentative nature of f i g u r e s f o r the l a t e r y e a r s . 


The c o r r e s p o n d e n c e about guidance to l o c a l a u t h o r i t i e s on l a t e r y e a r s 


(the C h i e f S e c r e t a r y ' s l e t t e r of 10th A u g u s t and v a r i o u s r e p l i e s ) i s a l s o 

r e l e v a n t . 


2. It would be u s e f u l to get t h i s paper out of the way b e f o r e m o v i n g on 


to d i s c u s s i o n of L o n g e r - t e r m P u b l i c E x p e n d i t u r e . 


H A N D L I N G 


3. You m ight s t a r t by r e c a l l i n g t h i s background, and then i n v i t e the 


C h a n c e l l o r to i n t r o d u c e h i s paper. You c o u l d then throw the d i s c u s s i o n open, 


s t a r t i n g w i t h the S e c r e t a r y of State f o r T r a d e (who r a i s e d the q u e s t i o n f i r s t ) 


and i n c l u d i n g the S e c r e t a r y of State f o r the E n v i r o n m e n t and any o t h e r s who 


w i s h to speak. 


4. T h e r e a r e r e a l l y t h r e e i s s u e s : ­
(a)	 Whether to p l a n f o r f i v e y e a r s ahead ( p a r a g r a p h s 2 - 4 ) 


The C h a n c e l l o r makes a s t r o n g case f o r doing so, f o r Government's 


own i n t e r n a l p u r p o s e s . But he r i g h t l y s t r e s s e s the need f o r the 


f i g u r e s to be p r o v i s i o n a l , and b i a s e d on the down-side to a v o i d the 


need f o r l a t e r and d i f f i c u l t a d j u s t m e n t s . Other p u b l i c a u t h o r i t i e s 


a l s o need a m e a s u r e of guidance (the same point a r i s e s under (b) 


below). However, the techniques have changed si n c e the P l o w d e n 


r e p o r t of 1962. P l o w d e n r ecommended that e x p e n d i t u r e plans 
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should be c o n s i d e r e d a g a i n s t the background of a s u r v e y of 


a v a i l a b l e r e s o u r c e s (now the 'medium-term a s s e s s m e n t ' or M T A ) . 


The p r e s e n t G o v e r n m e n t has set i t s e l f the o b j e c t i v e of r e d u c i n g 


p u b l i c	 expenditure as f a r and as f a s t as p o s s i b l e , a l m o s t i r r e s p e c t i v e 


of the	 a v a i l a b i l i t y of r e s o u r c e s . A gloomy M T A would m e r e l y 


strengthen the case f o r doing so. But the s i z e and t i m i n g of cuts 


i s not	 depencfenPon the M'I'A. Some M i n i s t e r s may suggest that 
the whole apparatus of 5-year expenditure p l a n n i n g needs another 


r e v i e w on the l i n e s of P l o w d e n (ideas of this k i n d have been c u r r e n t 


i n the	 M i n i s t r y of Defence f o r some months). I do not suggest that 


you agree to this l i g h t l y : such a r e v i e w would be v e r y t i m e ­
c o n s u m i n g and m i g h t not l e a d to any m a j o r changes. If n e c e s s a r y 


you could undertake to c o n s i d e r t h i s suggestion. 


(b)	 Whether to p u b l i s h 5-year plans (paragraphs 5-12) 


The C h a n c e l l o r accepts that these White P a p e r s can a r o u s e 


e x p e c t a t i o n s w h i c h cannot be f u l f i l l e d and a r e i n any case u s u a l l y 


l i a b l e to r e v i s i o n : but comes down i n f a v o u r of p r e s e n t p r a c t i c e 


on the grounds that (i) p u b l i c a t i o n at the p r e s e n t t i m e would be an 


i n d i c a t i o n of the Government's s e r i o u s n e s s o v e r c u t t i n g e x p e n d i t u r e ; 


( i i ) the l o c a l a u t h o r i t i e s and n a t i o n a l i s e d i n d u s t r i e s need some 


l o n g e r - t e r m guidance; and ( i i i ) f a i l u r e to p u b l i s h would l e a d to 


g r e a t c r i t i c i s m . In any case, i t i s o p e r a t i o n a l l y n e c e s s a r y to 


p u b l i s h volume f i g u r e s f o r 1980-81 as soon as p o s s i b l e , to p r o v i d e 


a b a s i s f o r the c a s h l i m i t s f o r that y e a r . The G o v e r n m e n t w i l l 


have to say then whether i t intends to p u b l i s h f i g u r e s f o r l a t e r y e a r s . 


So a d e c i s i o n cannot be long-postponed. 


(c)	 In what degree of d e t a i l should f i g u r e s f o r l o c a l a u t h o r i t y expenditure 


be p u b l i s h e d ( p a r a g r a p h s 13-15) ? 


U n d e r l y i n g t h i s i s s u e i s a m o re fundamental q u e s t i o n , not r e a l l y 


touched on i n the M i n i s t e r i a l c o r r e s p o n d e n c e so f a r : does the 


G o v e r n m e n t intend to c o n t r o l l o c a l a u t h o r i t y expenditure i n future 

by a 'block-grant' w i t h l o c a l a u t h o r i t i e s l e f t to decide t h e i r own 
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p r i o r i t i e s , o r w i l l i t s t i l l go on g i v i n g guidance (which i t cannot 


i n p r a c t i c e e n f o r c e ) about the a l l o c a t i o n of r e s o u r c e s . T h e r e a r e 


three	 f a c t o r s h e r e : the degree of r e s p o n s i b i l i t y to be a c c o r d e d to 


l o c a l	 a u t h o r i t i e s as e l e c t e d bodies; the c o l l e c t i v e w i s h of C a b i n e t 


to i n d i c a t e p r i o r i t i e s (e. g. m o r e f o r l a w and o r d e r , and p r o t e c t i o n 


f o r health); and the w i s h of i n d i v i d u a l p r o g r a m m e M i n i s t e r s ( l i k e 


Education) to give guidance, and some r e a s s u r a n c e , to t h e i r c l i e n t s . 


U n l e s s the G o v e r n m e n t i s p r e p a r e d to stand r i g h t back, and leave 


the whole a l l o c a t i o n p r o c e s s to l o c a l a u t h o r i t i e s , there i s a s t r o n g 


case f o r c o n t i n u i n g to p u b l i s h p r o g r a m m e d e t a i l . 


C O N C L U S I O N S 


5. You m ight a i m to r e c o r d separate c o n c l u s i o n s on each of the three 


m a i n t o p i c s above. The m o s t l i k e l y c o n c l u s i o n s a r e : ­
(i)	 to agree that the G o v e r n m e n t should continue to make i t s 


own expenditure p l a n s on a f i v e - y e a r r o l l i n g b a s i s , w h i l e 


r e g a r d i n g the f i g u r e s f o r l a t e r y e a r s as p r o v i s i o n a l ; 


( i i )	 to p u b l i s h annual White P a p e r s s e t t i n g out these p r o j e c t i o n s , 


e m p h a s i s i n g the tentative nature of the l a t e r y e a r s ; 


( i i i )	 to continue to p r o v i d e b r o a d l y the same l e v e l of p r o g r a m m e 


d e t a i l as at p r e s e n t i n c l u d i n g , e s p e c i a l l y , d e t a i l about l o c a l 


a u t h o r i t y e x p e n d i t u r e ; 


(iv) 	 to note that the C h a n c e l l o r of the E x c h e q u e r w i l l b r i n g f o r w a r d 


d r a f t s of two separate expenditure White P a p e r s , c o v e r i n g 


1980-81 and l a t e r y e a r s r e s p e c t i v e l y , f o r C a b i n e t c o n s i d e r a t i o n 

i n due c o u r s e . 


12th September 1979 
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