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To 


Treasury Chambers, Parliament Street. SW1P 3AG 
01-233 3000 


PRIME MINISTER 


PUBLIC EXPENDITURE FIGURES 


You may l i k e t o have on your r e t u r n a completed 


" s c o r e c a r d " o f the cu t s i n programmes f o r 1980-81 as agreed 


by C a b i n e t . There are s t i l  l one or two l o o s e ends t o be 


t i e d up, but I do not expect the p i c t u r e shown by the 


a t t a c h e d t a b l e to change very much. The cuts amount to 


n e a r l y £3-5 b i l l i o n ( n e a r l y 5 per cent of the former 


programmes) p l u s a r e d u c t i o n o f £0.3 b i l l i o n i n planned 


b o r r o w i n g by the n a t i o n a l i s e d i n d u s t r i e s . 


2. On top of t h a t , Cabinet agreed t o reduce the contingency 


r e s e r v e f o r 1980-81 t o £750 m i l l i o n ; and to aim at as s e t 


d i s p o s a l s o f £} b i l l i o n , and s a v i n g s o f £150 m i l l i o n from 


the CSD e x e r c i s e on s t a f f s a v i n g s . 


So the t o t a l r e d u c t i o n s a r e : ­
£ m i l l i o n 


at 1979 Survey p r i c e s 


Reductions i n programmes 3^35 


Reductions i n n a t i o n a l i s e d 

i n d u s t r i e s ' b o r r o w i n g 300 


R e d u c t i o n i n con t i n g e n c y r e s e r v e 777 


S a l e s o f a s s e t s 500 


Target f o r c i v i l s e r v i c e s a v i n g s 150 


TOTAL (rounded) 5160 


/ 3 . T h i s 
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3. T h i s f a l l s s h o r t of my o r i g i n a l t a r g e t o f £6] b i l l i o n 

by £1340 m i l l i o n . On p r e s e n t e s t i m a t e s f o r 1979"-8o (which 

are s t i l l very u n c e r t a i n at t h i s s t a g e ) i t s h o u l d mean t h a t 

e x p e n d i t u r e i n 1980-81 w i l l be about the same a s , or a l i t t l e 

l ower t h a n , 1979 -80 . 

l j . T h i s does not o f course mean t h a t the r a t i o of 

e x p e n d i t u r e t o GDP w i l l n e c e s s a r i l y be s i m i l a r i n the two 

y e a r s . The r e l a t i v e p r i c e movement i s c u r r e n t l y expected 

to add I per cent t o the r e a l c o s t of p u b l i c e x p e n d i t u r e 

i n 1980 -81 , as a consequence of the " c a t c h i n g - u p " s e t t l e m e n t s 

i n the p u b l i c s e r v i c e s . The r a t i o a l s o depends on the 

movement of the GDP: i f GDP f a l l s i n 1 9 8 0 - 8 1 , t h i s w i l l 

i n c r e a s e the p r o p o r t i o n of GDP r e p r e s e n t e d by p u b l i c 

e x p e n d i t u r e . I t was f o r these reasons t h a t I proposed 

r e d u c i n g e x p e n d i t u r e by l&\ b i l l i o n . 

5. Some of the programmes are a f f e c t e d by economic 


f a c t o r s such as unemployment or i n t e r e s t r a t e s . We w i l l 


have t o look at the e s t i m a t e s f o r these programmes ag a i n 


i n the l i g h t o f the autumn economic f o r e c a s t s and t h e r e 


may be some f u r t h e r adjustment i n them t h e n . 


6. I am c o p y i n g t h i s minute t o S i r John Hunt. 


(G.H.) 

(3 August, 1979 
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PUBLIC EXPENDITURE 


£ million at 1979 Survey Prices 


1979/80 1980/81 

post-budget "Cuts" on Plans after 
plans inherited "cuts" agreed 

plan 

Defence 7,927 -115 8,062 

Aid 956 -115 896 

FCO (other) 311 - 13 295 

EEC Budget 787 +236 1,023 

MAFF 1,036 - 43 964 

Forestry 65 - 5 57 

Industry 1,004 -187 960 

Trade 191 - 12 . ­ 179 

ECGD -153 + 170 170 

Employment 1,096 -513 1,139 

Energy 315 - 7 315 

Transport 2, 675 -250 2,422 

Housing 4,592 -1000 4,266 

PSA 343 - 54 332 

DOE (other) 2,529 -225 2,501 

Home Office 2,085 + 24 2,151 

Lord Chancellor 141 - 4 150 

Education & Science 8,258 -437 7,966 

Arts & Libraries 364 - 28 350 

DHSS (Health and 
personal social 
services) .8,095 -203 8,136 

DHSS (Social Security) 19,384 • 19,587 

HMSO 99 - 10 90 

COI 32 - 3 25 

Scottish Office 3,845 3,770* 

Welsh Office 1,152 -LKT* -I<J7 1,201* 

Northern Ireland 2,008 - J&S* - no 1,942* 

TOTAL -3,436 


*The "cuts" for Scottish Office, Welsh Office and 

Northern Ireland s t i l l have to be finally 

settled - they will come back to Cabinet on Thursday. 




DS 


9 August 1979 


Public Expenditure Figures 


The Pritce Minister has seou aad noted 

the Chancellor of the Exchequer's minute to 

her of G August setting out the totul reductions 

in the public expenditure programmes for 

1980-81. 


I am copying this let tor to Martin Vile 

(Cabinet Office). 


NJS 


Tony Da t t i s h i l l , Esq • > 


HI! Treasury. 





