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PRIME	 MINISTER 


FLEXIBILITY BETWEEN FINANCIAL YEARS 


f*3 
At Cabinet's d i s c u s s i o n of p u b l i c expenditure on J u l y 23 I was 
asked to "arrange f o r o f f i c i a l s to c o n s i d e r the question of 
end-year f l e x i b i l i t y and r e p o r t back to Cabinet i n due course" 
C ( 7 9 ) l l t h . 

2 . T h i s followed a p r o p o s a l i n my paper, C ( 7 9 ) 2 6 , t h a t , subject 
to c e r t a i n c o n d i t i o n s , arrangements might be i n t r o d u c e d to c a r r y 
forward l i m i t e d amounts o f unspent a l l o c a t i o n s w i t h i n cash l i m i t s 
from one f i n a n c i a l year to the next. The c o n d i t i o n s , which are 
important, were: 

( i )	 p r o v i s i o n f o r expenditure l i k e l y to be c a r r i e d forward 


must not add to p u b l i c expenditure p l a n n i n g t o t a l s ; 


( i i )	 the scheme should be l i m i t e d to expenditure f o r which 

there i s a strong managerial case f o r c a r r y - o v e r , 

p r i n c i p a l l y c a p i t a l expenditure; 


( i i i )	 the scheme should not imply r e l a x a t i o n i n the s t r i c t 


observance of cash l i m i t s . 


On this b a s i s , Treasury o f f i c i a l s put forward a scheme to departments 
f o r c a r r y - o v e r of up to 5% of e l i g i b l e expenditure from t h i s year 
to next. The p o t e n t i a l a d d i t i o n to programmes in 1 9 8 0 - 8 1 was to be 
finance d by a c o n t r i b u t i o n from the programmes of Departments 
p a r t i c i p a t i n g i n the scheme. 
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W i t h one s m a l l e x c e p t i o n , D e p a r t m e n t s have s a i d t h a t t h e y do n o t 
want t o p a r t i c i p a t e i n t h e scheme, g e n e r a l l y b e c a u s e t h e y a r e n o t 
a b l e t o p r o v i d e t h e c o n t r i b u t i o n r e q u i r e d f r o m t h e i r p rogrammes. 
W i t h o u t s u c h a c o n t r i b u t i o n , i t i s u n l i k e l y t h a t t h e f i r s t o f my 
t h r e e c o n d i t i o n s w o u l d h a v e b e e n met. The e f f e c t w o u l d h a v e b e e n 
t o add t o programmes i n 1 9 8 0 - 8 1 and t o i n c r e a s e t h e p r o b l e m s w h i c h 
we a l r e a d y f a c e on n e x t y e a r ' s PSBR. 

S i r D e r e k R a y n e r h a s i n d i c a t e d t h a t he w i l l be e x a m i n i n g t h e 


a p p l i c a t i o n o f t h e a c c o u n t i n g c o n v e n t i o n s i n g o v e r n m e n t b u s i n e s s , 


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


t h a t we a w a i t t h e r e s u l t s o f S i r D e r e k ' s work and t h a t i n t h e 


meantime d e f e r t h e p r o p o s a l t h a t a scheme o f c a r r y - f o r w a r d s h o u l d 


be i n t r o d u c e d . 


P r o v i d e d t h a t a d e q u a t e p r o v i s i o n f o r i t c a n be made w i t h i n an 
a c c e p t a b l e t o t a l f o r p u b l i c e x p e n d i t u r e i n 1 9 8 1 - 8 2 , w h i c h i s a 
d e c i s i o n f o r n e x t summer, I do n o t e x c l u d e b e i n g a b l e t o i n t r o d u c e 
a scheme on t h e s e l i n e s n e x t y e a r . 

I am c o p y i n g t h i s m i n u t e t o o t h e r members o f t h e C a b i n e t , t o 


S i r J o h n Hunt and t o S i r D e r e k R a y n e r . 


JOHN B I F F E N 
11 S e p t e m b e r 1979 

CONFIDENTIAL 






lO DOWNING STREET 

From the Private Secretary 17 September 1979 

F l e x i b i l i t y Between Financial Years 


The Prime Minister has considered the 

Chief Secretary's minute of 11 September on 

the above subject, and agrees that the pro

posal for a scheme of carry-forward should 

be deferred for the time being, and that i t 

should be looked at again after S i r Derek 

Hayner's study on accounting conventions 

in Government business i s completed. 


I am sending a copy of t h i s l e t t e r to 

the Private Secretaries to members of the 

Cabinet, to Martin V i l e , and to S i r Derek 

Rayner. 


T. P. L A N K E S T E R 

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

Chief Secretary's Office. 



