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PUBLIC EXPENDITURE: LATER YEARS 


1. Treasury M i n i s t e r s may wish t o have a note on the o v e r a l l 
p i c t u r e f o r p u b l i c e x p e n d i t u r e i n the l i g h t o f r e c e n t d e c i s i o n s 
about l a t e r y e a r s . 

2. The annexed t a b l e shows t h a t , i f the changes s t i l l under 
d i s c u s s i o n ( n a t i o n a l i s e d i n d u s t r i e s , a g r i c u l t u r e , c i v i l s e r v i c e ) 
y i e l d the s a v i n g s hoped f o r , the t o t a l f o r 1981-82 w i l l be 
s l i g h t l y below the White Paper t o t a l f o r 198O-8I, and the two 
l a t e r years r a t h e r lower than t h a t . Hence the Government w i l l 
have ac h i e v e d i t s o b j e c t i v e of a s t a b l e p u b l i c e x p e n d i t u r e 
programme s t a r t i n g from the 1978-79 l e v e l , w i t h a s m a l l amount 
of leeway i n 1982-83 and 1983-84. 

3. But t h e r e are two impo r t a n t q u a l i f i c a t i o n s - w i l l the 
programme be ach i e v e d i n p r a c t i c e , and i s i t low enough? 

A. Threats to Achievement 

4. I n the f i r s t p l a c e , t h e r e are the "changes s t i l  l under 


d i s c u s s i o n " a l r e a d y mentioned: 


( i ) On the n a t i o n a l i s e d i n d u s t r i e s the f i g u r e s i n 
l i n e 5  ( i i ) are £450 m i l l i o n worse than proposed e a r l i e r 
f a r 1981-82, but b e t t e r i n 1983-84. They assume t h a t 
the p h a s i n g o f gas p r i c i n g i s r e s o l v e d f a v o u r a b l y (worth 
about £100 m i l l i o n i n 1982-83 and £400 m i l l i o n i n 
1983-84); and t h a t Mr. N o t t ' s c r i t i c i s m o f o v e r - p r i c i n g 
f o r telecommunications' does not p r e v a i l . 

( i i ) There i s approaching £100 m i l l i o n a year at st a k e 
i n the review o f a g r i c u l t u r e ( l i n e 5  ( i ) ) , not now t o be 
deci d e d b e f o r e December. 

( i i i ) The assumed e x t r a c i v i l s e r v i c e s t a f f s a v i n g s 
( l i n e 5  ( i i i ) ) seemed o p t i m i s t i c t o us even b e f o r e l a s t 
week's C a b i n e t , and i n the l i g h t o f Cabinet d i s c u s s i o n 
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i t now seems pro b a b l e t h a t they are o v e r - e s t i m a t e d by 


at l e a s t £100 m i l l i o n a y e a r . These s a v i n g s too w i l l 


p r o b a b l y not be s e t t l e d u n t i l around the end of the 


month. 


5 . In a d d i t i o n , t h e r e are s e v e r a l v a r i a t i o n s i n the f i g u r e s 
which are a l r e a d y f o r e s e e a b l e : 

( i ) As C ( 7 9 ) 5 6 p o i n t s o u t , the n a t i o n a l i s e d i n d u s t r y 
f i g u r e s are l i k e l y t o be r e v i s e d downwards i n next year's 
Investment and F i n a n c i n g Review. They assume success 
on p r i c i n g and on the l o s s - m a k i n g i n d u s t r i e s (e.g. n i l 
b o r r o w i n g by BSC from 1 9 8 2 - 8 2 onwards), and are o p t i m i s t i c 
about economic growth. 

( i i ) S o c i a l s e c u r i t y spending r e s t s on the June 


assumptions f o r p r i c e s and unemployment which may need 


r e v i s i o n i n e i t h e r d i r e c t i o n ; i n the e c onomists' view 


the unemployment f i g u r e i s more l i k e l y t o be too low, 


and an e x t r a 100,000 would add £100 m i l l i o n . 


( i i i ) L o c a l a u t h o r i t i e s may be unable or u n w i l l i n g t o 


make the f u l l s a v i n g s i n c u r r e n t e x p e n d i t u r e which have 


been counted i n t o the t o t a l s , e . g . o n s c h o o l meals and 


t r a n s p o r t . I n s t e a d they may choose a f u r t h e r i n c r e a s e 


i n the r a t e s , adding t o p u b l i c e x p e n d i t u r e o v e r a l l . 


( i v ) On the o t h e r hand, the f i g u r e s i n c l u d e d f o r EEC 


c o n t r i b u t i o n s take no c r e d i t f o r success i n r e n e g o t i a t i n g 


the b a s i s f o r c o n t r i b u t i o n s , so t h a t t h e r e c o u l d be some 


g a i n on t h a t f r o n t . 


(v) In the i n d u s t r y programme, e x t r a p r o v i s i o n may J 


be needed f o r R o l l s Royce and B r i t i s h L e y l a n d . / 
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( v i ) The employment programme makes no p r o v i s i o n f o r 

c o n t i n u i n g temporary employment measures, nor f o r any 

i n c r e a s e i n redundancy r e b a t e s (which c o u l d add £100 


m i l l i o n a y e a r ) . 


6. To meet these c l a i m s , and o t h e r s not y e t f o r e s e e a b l e , t h e r e 


i s p r o v i s i o n i n the c o n t i n g e n c y r e s e r v e o f £1,500 m i l l i o n , 


£2,000 m i l l i o n and £2,500 m i l l i o n i n the t h r e e y e a r s . T h i s i s 

c e r t i a n l y not more than adequate, g i v e n t h a t c h i l d b e n e f i t 


u p r a t i n g , which i s not p r o v i d e d f o r i n the s o c i a l s e c u r i t y 


programme, w i l l be v i r t u a l l y i n e s c a p a b l e and c o u l d c o s t 


£500 m i l l i o n i n 1981-82 r i s i n g to n e a r l y £1,000 m i l l i o n i n 


1983-84. 


B. Adequacy o f Cuts 


7. The annexes t a b l e shows t h a t the cuts i n Departments' 


programmes so f a r s e c u r e d f a l l s h o r t o f the o r i g i n a l T r e a s u r y 


p r o p o s a l s by: 


1981-82 1982-83 1983-84 


888 1213 1304 


As a r e s u l t , even c o u n t i n g i n the e x t r a s a v i n g s not y e t agreed 


(paragraph 4 above), the t o t a l s a c h i e v e s t a b i l i t y but make no 


s i g n i f i c a n t p r o g r e s s towards the 1977-78 l e v e l which Treasury 


M i n i s t e r s had e a r l i e r taken as a t a r g e t - and which the C h a n c e l l o r ' s 


paper C(79)30 s a i d would s t i l  l ( a c c o r d i n g t o c u r r e n t p r o j e c t i o n s ) 


leave no room f o r r e a l tax c u t s i n the 1980 and 1981 Budgets. 
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APPENDIX 


£ra a t 1979 s u r v e y p r i c e s 


1.	 T o t a l ( p r o j e c t e d o u t t u r n ) b e f o r e 

changes 


2.	 Changes pr o p o s e d o r assumed i n 

c(79;35: 
( i )	 j i a j o r s p e n d i n g Departments 


( i i )	 n a t i o n a l i s e d i n d u s t r i e s 


( i i i  ) s t a f f s a v i n g s a d d i t i o n a l t o ( i ) 

( i v )	 c o n t i n g e n c y r e s e r v e 


( v )	 s a l e s o f a s s e t s 


3.	 R e s u l t i n g t o t a l (1 + 2) 


4.	 Changes agreed so f a r : 


( i )	 major s p e n d i n g Departments 


( i v )	 c o n t i n g e n c y r e s e r v e 


( v )	 s a l e s o f a s s e t s 


5.	 Changes s t i l  l under d i s c u s s i o n 


( i )	 a g r i c u l t u r e (UK) 

( i i )	 n a t i o n a l i s e d i n d u s t r i e s 


( i i i  )	 s t a f f s a v i n g s a d d i t i o n a l t o 

4 ( i ) and 5 ( i ) s u g g e s t e d by CSD 


6.	 T o t a l ( 1 + 4 + 5 ) 


E a r l i e r y e a r s	 77-78 


7.	 T o t a l ( o u t t u r n ) as i n 

Cmnd 7746 65848 


8.	 T o t a l f o r 1980-81 pr o p o s e d 

i n C(79)26 


81-82 


75977 


-5658 


-750 


-175 


-697 


-50 


68647 


-4770 


-697 


-200 


-72 


-300 


-175 


69763 


78-79 


69767 


82-83 83-84 

77220 77200 

-7269 -7117 
-950 -1250 
-250 -300 
-750 -250 
• +50 +50 

68051 68333 

-6056 -5813 
-750 -250 
-100 -100 

-96 -92 
-1000 -1650 

-250 -275 

68968 69020 

79-80 80-81 

69797 69829 

68000 
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