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s The Secretary of State for Defence has to attend the NATO Council 73/‘1’

meeting in Brussels next week, at which he wants to reaffirm the

United Kingdom commitment to the 3 per cent growth target in national

defence budgets. The timing of this Council is unfortunate. It
means that he has to enter into this commitment before Ministers have

had a chance to look at the forthcoming public expenditure survey. It

would of course have been possible for him to plead that the new
Government had not yet had time to comsider its policy on this. But

understandably he wants to be as forthcoming as possible.

205 However, there is a serious risk that in so doing, he will
unilaterally pre—empt the claims of a number of other spending Ministers
for exemption from the forthcoming public expenditure cuts. The
Manifesto is quite clear that the Defence budget must be given priority,

but the extent of that priority is still to be considered.

Ble The Treasury is understandably worried about this. I believe the
Chief Secretary is on the point of writing, to say that he is content
with the line proposed, "provided it is understood that our room for
manoeuvre in the public expenditure survey must not be prejudiced,

and that the wording is not binding and allows for such exceptions as

/‘

national economic circumstances may require."  The text of the draft ", ]

guidance is in fact in terms which allow this proviso to be met. 'JJ
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kL, I think you may wish to lend support to the Chief Secretary's
reservation, saying that while of course defence must have top priority,
we must not enter into any precise or irreversible commitment at this
stage, until the Public Expenditure Survey as a whole has been studied
by Ministers. Since the Secretary of State leaves for Brussels on
Monday, it would be desirable that this message should, if you agree

with it, go out as early as possible.
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JOHN HUNT

11 May 1979




