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SPEAKING MOTES FOR MINISTERS ON PU5LIC EXPENDITURE WHITE PA?E: 


ECONOMIC BACKGROUND 


The Government's stra t e g y i s tc hold t o t a l p u b l i c spending at i t s 


present l e v e l i n volume terms f o r the time being. The p r o j e c t e d 


outturn f o r the current year, 1979/80 and next year 1930 / 8 1 i s 
very cl o s e to the estimated outturn of 1978-79. 


The immediate prospect f o r output i s poor both at home and abroad. 


The growth of world trade i s slow. The recent i n c r e a s e i n the o i l 

p r i c e has made matters worse. Unless the Government s t a b i l i s e s 


p u b l i c spending, there can be no p o s s i b i l i t y o f lower taxes, lower 


borrowing or lower i n t e r e s t r a t e s . 


The previous Government's plans f o r 1980/81 l e t alone subsequent years, 


i n v o l v e d a l e v e l o f expenditure which could net be sustained. To 


pay f o r the a d d i t i o n a l £3i b i l l i o n they planned would have r e q u i r e d 


sharply higher taxes or borrowing. 


The i n c r e a s e i n the basic rate of income tax r e q u i r e d to r a i s e an 


a d d i t i o n a l £3; b i l l i o n of revenue i s about So. 


The C h i e f S e c r e t a r y i n the previous a d m i n i s t r a t i o n has acknowledged 


that they would have had to make cuts i n t h e i r planned expenditure. 


So d i d the previous C h a n c e l l o r at the time of the Budget. And 


Mr Callaghan s a i d , as long ago as 1976, that p u b l i c spending should 


take a f a i l i n g share c f the nation's output. 


The Government's c e n t r a l o b j e c t i v e s are: 


to b r i n g down the rate c f i n f l a t i o n , through f i r m 


c o n t r o l of the money supply and Government borrowing. 


tc r e s t o r e i n c e n t i v e s , through h o l d i n g down and i f 

p o s s i b l e reducing taxes, p a r t i c u l a r l y on incomes. 


m
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S h i s i s not to deny t h a t many p u b l i c s e r v i c e s need improvement. 


I t i s r a t h e r to r e c o g n i s e t h a t improvement can o n l y be secured 


through e a r n i n g the money and res o u r c e s needed to pay f o r them 


by h i g h e r output. 


To p l a n f o r more e x p e n d i t u r e b e f o r e the necessary growth i n output 


i s a v a i l a b l e would only prevent t h a t growth. We have seen the 

r e s u l t s of t h i s approach over the ye a r s . 


I n c r e a s e s i n taxes have made i n f l a t i o n a r y p r e s s u r e s 


worse and reduced i n c e n t i v e s . 


High government borrowing has f u e l l e d i n f l a t i o n and 1 


r a i s e d i n t e r e s t r a t e s . 


High i n f l a t i o n has i n c r e a s e d the r i s k s and uncertainties 


faced by i n d u s t r y and g r a v e l y damaged investment, 


p r o d u c t i o n and j o b s . 


So there i s no r e a l a l t e r n a t i v e to the p o l i c i e s we are 

f o l l o w i n g . 


JVERALL PLAN 

The Government have p r o v i d e d f o r growth i n some programmes, 


p a r t i c u l a r l y defence, law and order and s o c i a l s e c u r i t y ( p a r t l y 


r e f l e c t i n g t h i s month's r e c o r d pension uprating), and f o r the 

h i g h e r pay s c a l e s which w i l l f o l l o w from the awards of the Clegg 

Commission on comparability. Within the t o t a l , r e d u c t i o n s have 


t h e r e f o r e been made in some o t h e r s e r v i c e s i n c l u d i n g e d u c a t i o n , 


housing, and roads and t r a n s p o r t . 


t e a l authorities The Government's White Paper shows a broad 


d i s t r i b u t i o n of l o c a l a u t h o r i t y c u r r e n t e x p e n d i t u r e which r e f l e c t s 


the Government's view of n a t i o n a l p r i o r i t i e s . I t i s f o r i n d i v i d u a l 


a u t h o r i t i e s , however, to decide the e v e n t u a l d i s t r i b u t i o n in the 


l i g h t of l o c a l needs and c o n d i t i o n s . 


Defence The 3 per cent i n c r e a s e f o r 19SC/9I r e f l e c t s 


the Sovernment s determination to gi v e p r i o r i t y 


t o s t r e n g t h e n i n g the n a t i o n ' 3 defences. 
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 About the same l e v e l i n 19 80/81 as i n the 

current year. 


 23 overseas pests to be closed or reduced i n s i z e . 


 A b o l i t i o n expected to save £7 m i l l i o n i n 

1980/81. 


 Reduction i n o v e r a l l programme i n 1980/81 but 


 allowance f o r increased expenditure on motorway 

maintenance. About h a l f of reduction intended 

to ccme from l o c a l transport; much of rest from 


changes, i n agreements for funding of B r i t i s h 

R a i l and National Freight Corporation pension 


schemes. 


 Reduction i n 1980/81 expected, l a r g e l y as 


consequence of reductions i n l o c a l authority 


housebuilding i n recent years. Over a period 


of years Government intend to reduce l e v e l of 

housing subsidies. 


 £88 m i l l i o n more i n 1980/81 (£23m more than 


 previously planned f o r that year) w i l l allow an 

increase i n numbers of p o l i c e and i n p r o v i s i o n 


f o r probation and after-care services and 

magistrates' courts, and enable e x i s t i n g standards 


of f i r e cover to be maintained. 


 Reduction r e f l e c t s f a l l i n g numbers of pup i l s and 
expected savings on school milk, meals and 
transport. No reduction i n provision for 
c a p i t a l spending on school basic needs : but 
bu i l d i n g programmes for school improvements, 
under f i v e s and further*/higher education to be 
reduced. New overseas students (or t h e i r sponsors 
to meet f u l l cost of t u i t i o n . 



4 


H e a l t h 1980/81 s p e n d i n g on NHS t o be m a i n t a i n e d at 


l e v e l proposed by l a s t A d m i n i s t r a t i o n . Net 


c o s t t o t a x p a y e r r e duced : p r e s c r i p t i o n charges 


i n c r e a s e d t o 70p next A p r i l - o n l y s l i g h t l y 


h i g h e r i n r e a l terms than when r e - i n t r o d u c e d 


i n 1971. D e n t a l charges w i l l be r e v i s e d t o 


m a i n t a i n t h e i r 1979/80 l e v e l i n r e a l terms. 


Measures t o e l i m i n a t e waste and s i m p l i f y 


a d m i n i s t r a t i o n . 


P e r s o n a l s o c i a l 	 Government expect t h a t l o c a l a u t h o r i t y s a v i n g s 

s e r v i ces 	 w i l l as f a r as p o s s i b l e be made by f u r t h e r 


i n c r e a s e s i n e f f i c i e n c y , c o l l a b o r a t i o n w i t h the 


v o l u n t a r y s e c t o r , e l i m i n a t i o n of low p r i o r i t y 


p r o v i s i o n and p o l i c i e s t o h e l p p e o p l e h e l p 


t h e m s e l v e s . L o c a l a u t h o r i t i e s asked t o p r o t e c t 


the mere v u l n e r a b l e , and t o g i v e p r i o r i t y t o 


c h i l d r e n ' s s e r v i c e s concerned w i t h p r e v e n t i o n and 


t r e a t m e n t o f d e l i n q u e n c y . 


S o c i a l s e c u r i t y P r o v i s i o n r e f l e c t s Government's i n t e n t i o n to 


i n t e n s i f y e f f o r t s a g a i n s t f r a u d and abuse. 
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