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PRIME M I N I S T E R 

CASH L I M I T S 1 9 7 9 - 8 0 

On 17 May C a b i n e t a g r e e d t h a t c a s h l i m i t s f o r 1 9 7 9 - 8 0 s h o u l d 

n o t be i n c r e a s e d t o accommodate h i g h e r p r i c e s , and G e o f f r e y Howe 

a n n o u n c e d t h i s p o l i c y i n t h e d e b a t e on t h e A d d r e s s on 2 2 M a y . 

T h e C a b i n e t d i s c u s s i o n was b a s e d on my p a p e r C ( 7 9 ) 5 , i n w h i c h 

I s a i d t h a t i t s h o u l d be p o s s i b l e t o a b s o r b a s q u e e z e o f up t o 

on e x p e n d i t u r e o t h e r t h a n p a y , and c o n c l u d e d a g a i n s t 

i n c r e a s i n g t h e c a s h l i m i t s " p r o v i d e d t h e p o s t - B u d g e t f o r e c a s t s 

do n o t i n d i c a t e a l a r g e r s q u e e z e t h a n t h i s " . 

2 . T h e l a t e s t f o r e c a s t s r e f l e c t i n g o u r c u r r e n t B u d g e t p r o p o s a l s 

now show t h e s q u e e z e o n l o c a l a u t h o r i t y c a p i t a l e x p e n d i t u r e c o v e r e d 

b y c a s h l i m i t s t o be i n l i n e w i t h my e a r l i e r f i g u r e s b u t t h e s q u e e z e 

o n c e n t r a l g o v e r n m e n t e x p e n d i t u r e comes o u t some 2 p e r c e n t a g e p o i n t s 

h i g h e r , i e up t o 6 - 7% r a t h e r t h a n k - 5%. 

3 . I do n o t p r o p o s e a n y e a s e m e n t o n t h i s a c c o u n t o f o u r c a s h 

l i m i t s p o l i c y as d e c i d e d and a n n o u n c e d . T h e a d d i t i o n a l s q u e e z e 

w i l l be d i f f i c u l t f o r s p e n d i n g M i n i s t e r s , b u t i n my v i e w s h o u l d be 

p r a c t i c a b l e . We n e e d i t f o r t h e B u d g e t . I t p u s h e s e x p e n d i t u r e i n 

t h e d i r e c t i o n we w a n t . I t s h o u l d c o n t r i b u t e t o s t i m u l a t i n g 

e f f i c i e n c y and d r i v i n g o u t w a s t e . 

' j . B u t i t i s t o u g h e r t h a n o u r c o l l e a g u e s a r e y e t e x p e c t i n g , and 

i n v i e w o f t h e q u a l i f i c a t i o n i n C ( 7 9 ) 5 I t h i n k i t w o u l d be r i g h t 

t o i n f o r m them o f what h a s now e m e r g e d a s t h e i m p l i c a t i o n o f t h e i r 

d e c i s i o n s o n May 1 7 , e s p e c i a l l y a s i t s s u c c e s s f u l i m p l e m e n t a t i o n 

d e p e n d s o n t h e i r p e r s o n a l c o - o p e r a t i o n . I t h i n k t h e y w o u l d h a v e 

g r o u n d f o r c o m p l a i n t i f t h e y were o n l y i n f o r m e d o r a l l y a t t h e 

B u d g e t C a b i n e t on 11 J u n e , and g i v e n no c h a n c e f i r s t t o c o n s u l t 

i n t h e i r d e p a r t m e n t s a b o u t any s p e c i a l p r o b l e m s f o r t h e m . 
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5 . I t h e r e f o r e s u g g e s t t h a t I m i g h t c i r c u l a t e t h e a t t a c h e d 

m i n u t e on 7 J u n e . B u t I s e e k y o u r a p p r o v a l f i r s t , b e c a u s e t o 

do t h i s w i l l mean c i r c u l a t i n g more w i d e l y t h a n we o t h e r w i s e 

s h o u l d i n a d v a n c e o f t h e B u d g e t m a t e r i a l f r o m w h i c h i m p l i c a t i o n s 

c a n be i n f e r r e d a b o u t t h e c o n t e n t o f t h e B u d g e t a s t o V A T . 

N e v e r t h e l e s s I b e l i e v e t h a t we s h o u l d t a k e t h i s r i s k i n o r d e r 

t o a v o i d t h e b a d f e e l i n g t h a t m i g h t o t h e r w i s e be g e n e r a t e d among 

o u r c o l l e a g u e s . 

6. I am s e n d i n g a c o p y o f t h i s t o S i r J o h n H u n t . 

JOHN B I F F E N 
kth J u n e 1979 
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DRAFT MINUTE TO PRIME M I N I S T E R 

C o p i e s t o o t h e r Members o f C a b i n e t a n d S i r J o h n H u n t . 

C a s h L i m i t s 1979-80 

On J u n e 11 t h e C h a n c e l l o r w i l l be o u t l i n i n g h i s b u d g e t t o 

C a b i n e t . T h e r e i s one m a t t e r I w o u l d l i k e t o draw t o my 

c o l l e a g u e s ' a t t e n t i o n i n a d v a n c e as i t d i r e c t l y a f f e c t s t h e i r 

d e p a r t m e n t a l r e s p o n s i b i l i t i e s . 

2. C a b i n e t h a v e a l r e a d y d e c i d e d t h a t c a s h l i m i t s s h o u l d n o t 

be i n c r e a s e d t o accommodate h i g h e r p r i c e s . G e o f f r e y Howe 

a n n o u n c e d t h i s i n t h e d e b a t e on t h e A d d r e s s o n May 22 and t h i s 

p o l i c y h a s b e e n t a k e n i n t o a c c o u n t i n t h e B u d g e t a r i t h m e t i c . 

3. T h e l a t e s t f o r e c a s t s t a k i n g a c c o u n t o f t h e p r o p o s e d B u d g e t 

m e a s u r e s now show a s q u e e z e o n l o c a l a u t h o r i t i e s ' c a p i t a l 

e x p e n d i t u r e i n l i n e w i t h my e a r l i e r f i r u r e s , b u t f o r c e n t r a l 

g o v e r n m e n t up t o 2 p e r c e n t a g e p o i n t s m o r e , i e a s q u e e z e o f up 

t o 6 - 7% r a t h e r t h a n t h e k - 5% e x p e c t e d e a r l i e r and m e n t i o n e d 

i n my p a p e r C ( 7 9 ) 5 , on w h i c h C a b i n e t t o o k t h e i r d e c i s i o n . 

h. D e s p i t e t h e d i f f i c u l t i e s , I do n o t b e l i e v e we s h o u l d 

c h a n g e what i s now o u r a n n o u n c e d p o l i c y . B u t I w i s h my 

c o l l e a g u e s t o r e c o g n i s e i t s i m p l i c a t i o n s . 

5. I am c o p y i n g t h i s t o o t h e r Members o f C a b i n e t , t o t h e 

M i n i s t e r o f T r a n s p o r t , and t o S i r J o h n H u n t . T o a v o i d 

s p e c u l a t i o n a b o u t t h e c o n t e n t s o f t h e b u d g e t I a s k t h a t t h i s 

m i n u t e be g i v e n o n l y t h e most s t r i c t l y l i m i t e d ( a n d r e c o r d e d ) 

c i r c u l a t i o n i n d e p a r t m e n t s . 
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10 D O W N I N G STREET 

From the Private Secretary 5 June 1979 


Cash Limits 1979/80 


The Prime Minister has considered the Chief Secretary's 

minute of 4 June concerning cash limits in 1979/80 and she 

agrees that there should be no easement of the cash limits 

policy as already decided and announced on account of the 

higher RPI in the post-Budget forecast. She also agrees that 

Ministerial colleagues should be warned of the extra volume 

squeeze which this w i l l imply, though she has noted that the 

Chief Secretary's minute which he proposes to send to colleagues 

will need to have the most s t r i c t l y limited circulation within 

Departments. 


I am sending a copy of this letter to Martin Vile (Cabinet 

Office). 


A.C. P i r i e , Esq., 

HM Treasury. 
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PRIME M I N I S T E R 

CASH L I M I T S 1979-80 

On J u n e 11 t h e C h a n c e l l o r w i l l be o u t l i n i n g h i s b u d g e t t o 

C a b i n e t . T h e r e i s one m a t t e r I w o u l d l i k e t o d r a w t o my 

c o l l e a g u e s ' a t t e n t i o n i n a d v a n c e a s i t d i r e c t l y a f f e c t s t h e i r 

d e p a r t m e n t a l r e s p o n s i b i l i t i e s . 

2 . C a b i n e t h a v e a l r e a d y d e c i d e d t h a t c a s h l i m i t s s h o u l d n o t 

be i n c r e a s e d t o a c commoda t e h i g h e r p r i c e s . G e o f f r e y Howe 

a n n o u n c e d t h i s i n t h e d e b a t e o n t h e A d d r e s s o n May 22 and t h i s 

p o l i c y h a s b e e n t a k e n i n t o a c c o u n t i n t h e B u d g e t a r i t h m e t i c . 

3. The l a t e s t f o r e c a s t s t a k i n g a c c o u n t o f t h e p r o p o s e d B u d g e t 

m e a s u r e s now show a s q u e e z e on l o c a l a u t h o r i t i e s ' c a p i t a l 

e x p e n d i t u r e i n l i n e w i t h my e a r l i e r f i g u r e s , b u t f o r c e n t r a l 

g o v e r n m e n t up t o 2 p e r c e n t a g e p o i n t s m o r e , i e a s q u e e z e o f u p 

t o 6 - 7% r a t h e r t h a n t h e k - 5% e x p e c t e d e a r l i e r and m e n t i o n e d 

i n my p a p e r C(79)5, o n w h i c h C a b i n e t t o o k t h e i r d e c i s i o n . 

h. D e s p i t e t h e d i f f i c u l t i e s , I do n o t b e l i e v e we s h o u l d 

c h a n g e wha t i s now o u r a n n o u n c e d p o l i c y . B u t I w i s h my 

c o l l e a g u e s t o r e c o g n i s e i t s i m p l i c a t i o n s . 

5 . I am c o p y i n g t h i s t o o t h e r Members o f C a b i n e t , t o t h e 

M i n i s t e r o f T r a n s p o r t , and t o S i r J o h n H u n t . To a v o i d 

s p e c u l a t i o n a b o u t t h e c o n t e n t s o f t h e b u d g e t I a s k t h a t t h i s 

m i n u t e be g i v e n o n l y t h e mos t s t r i c t l y l i m i t e d ( a n d r e c o r d e d ) 

c i r c u l a t i o n i n d e p a r t m e n t s . 

JOHN B I F F E N 
7th J u n e 1979 


