
SECRET 


Ref . A0664 

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

F i n a n c i a l Statement 

We have rung round to re ins ta te the 11 o ' c l o c k s ta r t for t o m o r r o w ' s Cabinet 

(and M I S C 22 at 10.15 a m ) . 

2. The Bank of E n g l a n d ' s announcement w i l l not be made u n t i l l a t e r i n the 

m o r n i n g . I the re fo re suggest that i t wou ld be convenient to get the three rout ine 

i t e m s out of the way, before you ask the C h a n c e l l o r of the E x c h e q u e r to t e l l h is 

co l l eagues about the m e a s u r e s p r o p o s e d and about the s tatement w h i c h he intends 

to make i n the af ternoon. 

3. I d a r e s a y that, after the C h a n c e l l o r has made h i s s ta tement to h is 

c o l l e a g u e s , you w i l l want to make the g e n e r a l point that th i s s i tua t ion unde r l i ne s 

the i m p l i c a t i o n s of the fact that, pa infu l as the p r o c e s s of r educ ing the growth of 

pub l i c expendi ture has been, we s t i l l face i n 1980-81 a f igure w h i c h i s no l e s s than 

(on p resen t pub l i shed f igures a l i t t l e h igher than) the f igure for 1979-80 i n constant 

t e r m s . That w i l l i n c r e a s e the i m p o r t a n c e of getting a s a t i s f ac to ry outcome at 

D u b l i n , w h i c h could take the 1980-81 f igure below the 1979-80 f i g u r e . 

4. I suggest that you should not suggest or even hint at the p o s s i b i l i t y of a 

fu r ther r e v i e w of pub l i c expendi ture for 1980-81: that cou ld l e a d to defensive 

c o u n t e r - b r i e f i n g by M i n i s t e r s who saw t h e i r p r o g r a m m e s as threa tened . But 

perhaps we do need to begin to p r epa re for the p o s s i b i l i t y of having to make 

fur ther cuts i n expendi ture for 1980-81, i f ove r the c o m i n g few months i t i s not 

p o s s i b l e to r e g a i n c o n t r o l of the m o n e t a r y ta rge ts by the m e a s u r e s now p roposed . 

I be l i eve that i t would be useful for you p r i v a t e l y to ask the C h a n c e l l o r and the 

C h i e f S e c r e t a r y , s t r i c t l y w i t h i n the T r e a s u r y , to r e v i e w the p r o g r a m m e s for 

1980-81 wi th a v i e w to iden t i fy ing options for fu r the r cu t s , i f fu r the r cuts had to be 

made . It would be usefu l i f they cou ld r epo r t on the r e su l t s of such an e x e r c i s e 

by F r i d a y , 7th D e c e m b e r , so that i t w o u l d be ava i l ab l e i f needed i n the fo l l owing 

week - the week before you go to the Uni ted States . 

M y . 
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