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WHITE PAPER ON PUBLIC EXPENDITURE 1980-81 


I a t t a c h a d r a f t of t h i s White Paper, which John B i f f e n 


w i l l be c i r c u l a t i n g to Cabinet i n p r i n t e d form e a r l y next 


week. 


2. There i s one immediate i s s u e . The d i r e c t e f f e c t o f 


the d e c i s i o n s taken at E Committee on e l e c t r i c i t y and gas 


p r i c i n g was t o add some £400 m i l l i o n to the p u b l i c e x p e n d i t u r e 


t o t a l s f o r 1980-81. A f t e r a l l o w i n g f o r o t h e r changes, we 


have had to add £350 m i l l i o n to the 1980-81 t o t a l s i n the 


White Paper which causes them to show a s m a l l r i s e over 


1979-80, i n s t e a d of a d e c l i n e as we had both hoped. The 


r e l e v a n t f i g u r e s are i n l i n e 13 of t a b l e 1 of the White Paper. 


3. The f i g u r e s i n c l u d e the p r i c e i n c r e a s e s from A p r i l which 


were agreed at E Committee. But a d e c i s i o n t o s t a r t the 


phased removal of u n d e r - p r i c i n g b e f o r e the end of 1980-81, 


and p r e f e r a b l y i n October a f t e r the RPI r i s e w i l l have passed 


i t s peak, would make a b i g d i f f e r e n c e to the f i g u r e s . The 


p r i v i s i o n a l e f f e c t s o f v a r i o u s i l l u s t r a t i v e o p t i o n s are as 


f o l l o w s : -


E f f e c t s of October P r i c e I n c r e a s e s 


Savings 
£ m i l l i o n 

D i r e c t 
RPI E f f e c t 

at 1979 Survey p r i c e s 

E l e c t r i c i t y
Gas 5* 

 and Domestic 
125 +0.2 

E l e c t r i c i t y , 5%, Gas 10% 150 +0.3 
E l e c t r i c i t y and Gas 10% 250 +0.4 

/4. Removing 


CONFIDENTIAL 




CONFIDENTIAL 


4. Removing u n d e r - p r i c i n g i s o f course a l s o very i m p o r t a n t 


f o r the l a t e r y e a r s . Compared w i t h r a i s i n g p r i c e s no more 


than the i n c r e a s e i n the RPI, the amounts at s t a k e i n David 


Howell's p r o p o s a l s r i s e t o £700-800 m i l l i o n a y e a r by 


1983-8^. He and John B i f f e n w i l l be r e p o r t i n g on the o p t i o n s 


f o r p h a s i n g out u n d e r - p r i c i n g and t h e i r e f f e c t s as soon as 


they can get f i g u r e s good enough to base d e c i s i o n s on. 


5. But the urgent aspect i s 198O-8I. I hope t h a t we 


c o u l d aim t o take a d e c i s i o n on one of the o p t i o n s i n 


p a r a g r a p h ^ by 26th October so t h a t we can r e f l e c t i t i n 

the 1980-81 White Paper and i n the cash l i m i t s t o be p u b l i s h e d 


f o r the i n d u s t r i e s next month. 


6. I am c o p y i n g t h i s minute t o David H o w e l l , John B i f f e n 


and S i r John Hunt. 


(G.H.) 

|Q| October, 1979 


[Approved by the C h a n c e l l o r of the Exchequer 

and s i g n e d i n h i s absence] 
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THE GOVERNMENT'8 EXPENDITURE PLANS 1980-81 


1. P u b l i c e x p e n d i t u r e i s a t the h e a r t of B r i t a i n ' s p r e s e n t 


economic d i f f i c u l t i e s . 


?.. F o r a l o n g time now the performance o f the B r i t i s h economy 


has been d e t e r i o r a t i n g . Over the p a s t f i v e y e a r s o u t p u t has 


grown l e s s t h a n h a l f as f a s t as i t d i d o v e r the p r e v i o u s 20 y e a r s , 

and l i t t l e o v e r a t h i r d as f a s t as i n o t h e r i n d u s t r i a l i s e d 


c o u n t r i e s . W i t h o u t the c o n t r i b u t i o n o f N o r t h Sea o i l t h e r e would 


have been s c a r c e l y any growth i n o u t p u t o r p r o d u c t i v i t y a t a l l  . 


I n f l a t i o n has been a t r e c o r d l e v e l s , and has a c q u i r e d s t r o n g 


momentum. 


3. Over the y e a r s p u b l i c s p ending has been i n c r e a s e d on 

assumptions about economic growth which have n o t been a c h i e v e d . 


The i n e v i t a b l e r e s u l t has been a grow i n g burden o f t a x e s and 


b o r r o w i n g . 


I n c r e a s e s i n t a x e s 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 r e d u c e d i n c e n t i v e s . 


High Government b o r r o w i n g has f u e l l e d i n f l a t i o n by mnlri nr^_ 
{Mupxi u o n U i u l ul' LUU UlUINJy yupuly mui'U d i f f i l u l L , U H J has 
d e n i e d t h e w e a l t h - c r e a t i n g s e c t o r s some o f the OMfeRPnal, ^ 
f i n a n c e t h e y need f o r e x p a n s i o n , 

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 u n c e r t a i n t y f a c e d 


by b o t h employer and employee and g r a v e l y damaged i n v e s t m e n t , 


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


I f t h i s c o n t i n u e d , o u r economy would be t h r e a t e n e d w i t h «ndemic 


i n f l a t i o n and economic d e c l i n e . 


4. I n d e c i d i n g t h e i r s p e n d i n g p l a n s f o r 1980-81 the Government 


have had i n min d t h r e e c e n t r a l o b j e c t i v e s : 
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First, t o b r i n g down the r a t e o f i n f l a t i o n . T<J UUlllUvU U l i J — 
it i B L U  . i L i i L i . j l LU L U i i L u i n u n j 1'yilUde p r o g r e s s i v e l y tne 
( L IU I ILU Ui _he moMUy' !!ll|5p,ly\ T h i s means t h a t Government 
b o r r o w i n g must i n tiu_in» be f i r m l y c o n t r o l l e d . I t i s a main 
d e t e r m i n a n t o f monetary growth. 

Second, t o r e s t o r e i n c e n t i v e s . T h i s means^the Government 


must h o l d down and i f p o s s i b l e reduce t a x e s , p a r t i c u l a r l y 


on incomes. 


T h i r d , t o p l a n f o r s p e n d i n g w h i c h i s not o n l y c o m p a t i b l e 


w i t h the n e c e s s a r y o b j e c t i v e s f o r t a x a t i o n and b o r r o w i n g , 


but i s a l s o based on a r e a l i s t i c assessment o f the p r o s p e c t s 

f o r economic growth. 


5. The immediate p r o s p e c t s f o r o u t p u t a r e poor b o t h i n t h i s 

c o u n t r y and^the r e s t o f t h e w o r l d . The growth o f w o r l d t r a d e i s 


n
1 n i ^ unrl J i 1rr 1 jr tn r r r ' " — — The r e c e n t i n c r e a s e 


i n the o i l p r i c e has made m a t t e r s worse. 


6. The Government's economic s t r a t e g y must be t o s t a b i l i s e 


p u b l i c s p e n d i n g f o r the time b e i n g . U n l e s s t h i s i s done t h e r e 


can be no p o s s i b i l i t y o f l o w e r t a x e s , l o w e r b o r r o w i n g o r lo w e r 


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


7- F o r 1980-81 t h e p r e v i o u s Government's p l a n s i n v o l v e d a l e v e l 
o f e x p e n d i t u r e w h ich c o u l d not be s u s t a i n e d . Even l e a v i n g out 
of account t h e l i k e l y c o s t o f " c a t c h i n g - u p " pay s e t t l e m e n t s i n 
the p u b l i c &<<rvcoM, t h e i r p u b l i s h e d p l a n s were £4 b i l l i o n h i g h e r 
than the s p e n d i n g now pl a n n e d f o r 1979-80(0. To pay f o r t h i s i n c r e a s e 
would have r e q u i r e d s h a r p l y h i g h e r t a x e s o r b o r r o w i n g on a s c a l e 
w h i c h , i f p o s s i b l e a t a l l , would mean h i g h e r i n t e r e s t r a t e s o r an 
e x c e s s i v e growth o f t h e money s u p p l y and more i n f l a t i o n . Any of 
these would damage o u r growth p r o s p e c t s s t i l l f u r t h e r - and, i n 
so d o i n g , t h e p r o s p e c t s f o r h i g h e r s p e n d i n g on o u r p u b l i c s e r v i c e s 
i n f u t u r e . 

8. To l i m i t s e v e r e l y the r e s o u r c e s d e v o t e d . t o o u r ' p u b l i c s e r v i c e s 


(Is) /V m<j Swnrt̂  f*W> . 
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f o r t h e ' t i m e b e i n g i s not t o dyftj^ tlyatt many of them need improve


ment. I t i s r a t h e r t o r e c o g n i s e l t h e ( j / a y i n w h i c h th4* improvement 


can be s e c u r e d . Thiii n n l y inn^ i s e a r n the money and r e s o u r c e s 


r o q u i g o f i f i r ^ r , by h i g h e r o u t p u t . ^ H i g h e r o u t p u t can o n l y come 


f r o m l i t U U n i n n n l r i n q o f miii imitihot) SJ^no^iy^ l o w e r , t a x ^ l o w e r 


i n t e r e s t r a t e s and l e s s Government b o r r o w i n Tq p]»i'i inijie p u l i l J ' i 


* v n  1	 v 1
pxp^rid i <:IITT» birfrrra  •• j •'  - • • ' • f t f n n " "1 "~~ ~ " " r r n r t L , 


^ WUUllV LJI1!,U1U LlldL i l l Dm LULiib UtwL Qrowth uT UUUpuL does not 

, , K n	 n 1 1 " " n J 
r •»« •.<<•• ; • •. —H^'gh-jr p  l i  " n^prnf* ~ v " ""y  " l  r  >  " f j " "  K "


prooode; and thnc pr-evonfr, growth i n the p r i nitre j u u l u r 


9. T o t a l e x p e n d i t u r e now p l a n n e d f o r 1930-81 i s shown i n T a b l e 


1. 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 d e f e n c e , law and o r d e r , and s o c i a l s e c u r i t y ( r e f l e c t i n g 


among o t h e r t h i n g s t h i s y e a r ' s r e c o r d p e n s i o n s u p r a t i n g ) . W i t h i n 


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 i n o t h e r s e r v i c e s . 


The p l a n s f o r l a t e r y e a r s w i l l be p u b l M i e d i n a l a t e r White Paper. 


10. The f i g u r e s i n T a b l e 1 f o r 1979-80 i n c l u d e t h e p u b l i c 
e x p e n d i t u r e r e d u c t i o n s announced i n the Budget. The o u t t u r n i s 
s t i l  l u n c e r t a i n , p a r t i c u l a r l y on l o c a l a u t h o r i t y e x p e n d i t u r e 
which the Government do not d i r e c t l y c o n t r o l . The p r e s e n t e s t i m a t e 
i s t h a t the p l a n n i n g t o t a l o f p u b l i c e x p e n d i t u r e ^ . ! 11 be about 
the same as i n 1978-79-

T a b l e 1 - P u b l i c E x p e n d i t u r e 1978-79 
t o 1980-81 

[ a t end] 

11. F i g u r e s f o r the main programmes a r e s e t out 5n T a b l e 2. B r i e f 


comments on the i n d i v i d u a l programmes f o l l o w i n p a r a g r a p h s t o 


1^1-	 Where a p p r o p r i a t e , t h e M i n i s t e r s c o n c e r n e d w i l l be announcing 


f u r t h e r d e t a i l s . 


T a b l e 2 - T o t a l P u b l i c E x p e n d i t u r e 


by Programme 


[ a t end] 
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'W \  h o r i t i 

15. The broad breakdown o f 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 


between s e r v i c e s , i n c o r p o r a t e d i n T a b l e 2, i s c o n s i s t e n t w i t h t h e 

p a t t e r n o f i n d i v i d u a l programmes d i s c u s s e d i n p a r a g r a p h s /o t o 

L7 , which r e f l e c t the Government's view o f n a t i o n a l p r i o r i t i e s 

T ins-si 

between and w i t h i n s e r v i c e s ^ . However, t h e f i g u r e s a r e n e c e s s a r i l y 

t e n t a t i v e s i n c e i t i s f o r i n d i v i d u a l l o c a l a u t h o r i t i e s t o d e c i d e 


the e v e n t u a l d i s t r i b u t i o n i n the l i g h t o f l o c a l needs and c o n d i t i o n s . 


The breakdown w h i c h has been assumed i s s e t out i n T a b l e 3 below. 
The p l a n n e d l e v e l s f o r c a p i t a l e x p e n d i t u r e i n 1980-81 a r e some 


g p er cent l o w e r t h a n i n 1978-79, o r 9 ^ / a 4  l e s s t h a n the o u t t u r n 
a t p r e s e n t e s t i m a t e d f o r t h e c u r r e n t y e a r . 


TABLE 3 - P u b l i c E x p e n d i t u r e by l o c a l 
a u t h o r i t i e s i n Gr e a t B r i t a i n 

13- The o u t t u r n o f 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 i n 1979-80 
cannot y e t be e s t i m a t e d . The f i g u r e s f o r c u r r e n t e x p e n d i t u r e i n 

1979-80 t h e r e f o r e s t i l l r e f l e c t the l e v e l s o f e x p e n d i t u r e planned 
at the time of the Rate Support Grant s e t t l e m e n t i n November 1978. 
But l o c a l a u t h o r i t i e s have been asked t o a c h i e v e economies which 


would r e s u l t i n a l o w e r o u t t u r n f o r 1979-80. 

S p e c i a l s a l e s o f a s s e t s 


11*. As announced i n the Budget speech, the Government  i s i n t e n d i n g 


t o raise/£1 b i l l i o n from s a l e o f a s s e t s owned by the p u b l i c s e c t o r 


i n the c u r r e n t y e a r , as a c o n t r i b u t i o n t o r e d u c i n g t h e p u b l i c 

s e c t o r b o r r o w i n g r e q u i r e m e n t . Measures f o r r a i s i n g t h i s sum are 


fVx Correct*.-«J^"4, r«>*-'»tVi_ C~ K t u c  ' w W^mwi^ McOuJI—i-t- v~ 

i n hand. The t a r g e t for^ l 9 8 0-81 i s b i l l i o n . 

C i v i l s e r v i c e s t a f f c o s t s 


15. The c i v i l s e r v i c e s t a f f c o s t s i n c l u d e d i n the 1980-81 p r o 
gramme take account o f the r e v i s e d manpower l e v e l s f l o w i n g from 
the adjustment t o t h e c u r r e n t y e a r ' s c a s h l i m i t s and the changes 
i n p u b l i c e x p e n d i t u r e programmes b o t h i n 1979-80 and 1980-81. 
They do n o t , however, a l l o w f o r a d d i t i o n a l s a v i n g s r e s u l t i n g from 
the r e v i e w o f t h e s i z e o f the c o s t o f the c i v i l s e r v i c e announced 
by the M i n i s t e r o f S t a t e , C i v i l S e r v i c e Department, on 11 June; 
t h e s e w i l l be announced i n due c o u r s e . 
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Thc_ ind i v i d u a l programmes 

r e f l e c t s 


the Government's d e t e r m i n a t i o n t o g i 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 ' s d e f e n c e s , w i t h i n the framework o f the NATO A l l i a n c e , 


and a t the same time t o a c h i e v e maximum v a l u e f o r money w i t h i n 


the r e s o u r c e s a v a i l a b l e . 


Overseas a i d and o t h e r o v e r s e a s s e r v i c e s 


1/. Overseas a i d w i l l be a t about t h e same l e v e l i n 1980-31 as 
i n the c i r r e n t y e a r . S i m i l a r l y , the p r o v i s i o n f o r o t h e r o v e r s e a s 
s e r v i c e s i s planned t o c o n t i n u e a t much the p r e s e n t l e v e l ( e x c e p t 
t h a t the c u r r e n t y e a r i n c l u d e s c o n t i n g e n t p r o v i s i o n f o r UW peace
k e e p i n g o p e r a t i o n s , and o n c e - f o r - a l l g r a n t s of m i l i t a r y a i d t o two 
Commonwealth c o u n t r i e s ) . I n o r d e r t o t a i l o r a c t i v i t i e s t o t h i s l e v e l 
o f e x p e n d i t u r e , 23 o v e r s e a s p o s t s w i l l be c l o s e d o r reduced i n s i z e 
and o t h e r FCO s e r v i c e s c u r t a i l e d . 


rte* 
1? . The p r o v i s i o n f o r y c o n t r i b u t i o n s t o the European Communities 
and t o the European Investment Bank r i s e s from about £920 m i l l i o n 
i n 1979-80 t o about £1000 m i l l i o n i n 1980-81, r e p r e s e n t i n g the f u l l 
e s t i m a t e d n et c o s t t o the U n i t e d Kingdom under p r e s e n t arrangements; 
i t d e m onstrates t h e s t r e n g t h o f the Government's case i n p r e s s i n g 
our Community p a r t n e r s t o acc e p t w i t h o u t d e l a y a fundamental change 
i n these a r r a n g e n e n t s . 

A g r i c u l t u r e f i s h e r i e s food and f o r e s t r y 


JJ . / E x p e n d i t u r e on E E C - f i n a n c e d market s u p p o r t p o l i c i e s i c f o r o 
W8*--fee i n c r e a s e by £81+ m i l l i o n compared w i t h 1979-80. In the 
r e s t of the programme t h e r e i s a net r e d u c t i o n o f £77 m i l l i o n 
as a r e s u l t o f s a l e s of l a n d and changes i n v a r i o u s 
s e r v i c e s and t h e i r u p t a k e , p a r t l y o f f s e t by p r o v i s i o n f o r some 
i n c r e a s e i n e x p e n d i t u r e on f i s h e r i e s . (The f o r e c a s t s f o r e x p e n d i t u r e however, 
f o r 1973-80/on which these comparisons a r e b a s e d , i n c l u d e payments 
due i n 1978-79 but d e l a y e d by i n d u s t r i a l a c t i o n ; i f .allowance i s 
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• l i e f o r these the 477 m i l l i o n r e d u c t i o n beco^ea £40 m i l l i o n . 


S i m i l a r d e l a y s a f f e c t e d ^ o t h e r 


programmes, but n o t t o the same e x t e n t . ) 


Trade, I n d u s t r y , energy and employment 


20.	 E x p e n d i t u r e by the Department o f I n d u s t r y i n 1980-81 on 
i n d u s t r i a l support w i l l be s l i g h t l y below the l e v e l now planned 
f o r 1979-80. The p o l i c y changes announced by the Government on 
r e g i o n a l and s e l e c t i v e a s s i s t a n c e , and on the N a t i o n a l E n t e r p r i s e 
Board, a f f e c t b o t h of th e s e y e a r s but the f u l l s a v i n g s w i l l be 
ach i e v e d a f t e r 1980-81. 

21. S e l e c t i v e a s s i s t a n c e by the Department o f Energy t o c e r t a i n 
i n d u s t r i e s under S e c t i o n 8 of the I n d u s t r y A c t 1972 and a s s i s t a n c e 
to the n a t i o n a l i s e d i n d u s t r i e s , m a i n l y c o a l , w i l l c o n t i n u e t o be 
p r o v i d e d . T h i s programme a l s o p r o v i d e s f o r t h e U n i t e d Kingdom 
Atomic Energy A u t h o r i t y ' s r e s e a r c h and development work i n the 
n u c l e a r f i e l d and f o r the Department of Energy's e x p e n d i t u r e on 
energy c o n s e r v a t i o n , r e s e a r c h and development a c t i v i t i e s . 

22. ECGD e x p e n d i t u r e i s expected t o i n c r e a s e by £156 m i l l i o n 
which r e f l e c t s the o n c e - f o r - a l l r e d u c t i o n a c h i e v e d i n 1979-80 by 
the T r u s t e e S a v i n g s Banks t a k i n g over some £200 m i l l i o n of o u t 
s t a n d i n g r e f i n a n c e . 
2 3 . 7L vUUSm 4 tk Pr^u (sniww , <v&<4 LA ^ptctJ t, Sc-vz £y nvlL,.- MI n73-goj 

21+. The p r o v i s i o n f o r 1980-81 f o r measures o p e r a t e d by the Man
power S e r v i c e s Commission i s h e l d a t the reduced l e v e l f o r 1979-80. 
No p r o v i s i o n i s made f o r the e x t e n s i o n o f the S m a l l F i r m s Employ
ment S u b s i d y , the Job R e l e a s e Scheme, or the Temporary Short-Time 
Working Scheme wh i c h a r e due t o c l o s e f o r a p p l i c a t i o n s i n March 
1980. The s t a t u t o r y s h o r t - t i m e w o r k i n g scheme proposed by t;he 
p r e v i o u s Government has been dropped. 

N a t i o n a l i s e d i n d u s t r i e s 


25. The p u b l i c e x p e n d i t u r e p l a n n i n g t o t a l i n c l u d e s the i n d u s t r i e s ' 
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b o r r o w i n g from a l l s o u r c e s ( l i n e 9 of t a b l e 1 as w e l l as Governme 


l e n d i n g i n t a b l e 2 ) . The l e v e l p l a n n e d f o r 1980-81 r e p r e s e n t s a 


•rcdwOc^ 4f35/ittf&fi on the expected f i g u r e f o r t h e c u r r e n t y e a r . 


No a l l o w a n c e i s made i n th e s e f i g u r e s f o r 

the Government's p l a n s f o r s p e c i a l s a l e s o f a s s e t s , the proceeds 

o f which a r e i n c l u d e d s e p a r a t e l y i n l i n e 10 of t a b l e 1 (see p a r a 


graph 11* above). 


Roads and t r a n s p o r t 
2i . The roa d s and t r a n s p o r t programme w i l l be reduced by some 

£?00 m i l l i o n compared w i t h 1979-80 and the r e d u c t i o n s w i l l be 
spr e a d w i d e l y a c r o s s the programme. I t i s the Government's i n t e n 
t i o n t h a t about h a l f the t o t a l r e d u c t i o n s h o u l d come from l o c a l 
t r a n s p o r t e x p e n d i t u r e , b o t h c a p i t a l and c u r r e n t . There w i l l be a 

r e d u c t i o n i n c e n t r a l government e x p e n d i t u r e on the motorway 
and t r u n k roads programme from t h e l e v e l p r e v i o u s l y p l a n n e d , but 

/ t h e r e w i l l be a s w i t c h w i t h i n t h i s programme t o p e r m i t i n c r e a s e d 
e x p e n d i t u r e on motorway maintenance. R o u g h l y k<*ty o f the 
o v e r a l l change w i l l r e s u l t from a r e d u c t i o n i n c e n t r a l government 
s u b s i d i e s t o t r a n s p o r t i n d u s t r i e s , t h e b u l k o f which w i l l r e f l e c t 
changes i n the arrangements f o r t h e f u n d i n g o f B r i t i s h R a i l and 
N a t i o n a l F r e i g h t C o r p o r a t i o n p e n s i o n schemes. There w i l l a l s o be 
s m a l l r e d u c t i o n s i n new bus g r a n t s , p o r t s i n v e s t m e n t and t r a n s 
p o r t r e s e a r c h . 

H ousing 


27.	 P u b l i c e x p e n d i t u r e on h o u s i n g  i s ex p e c t e d t o i n c r e a s e between 
1978-79 and 1979-80 by about £150 m i l l i o n . I t w i l l then f a l l i n 
1980-81 by about £300 m i l l i o n t o about £3080 m i l l i o n . C a p i t a l 
e x p e n d i t u r e w i l l be b r o a d l y unchanged between 1978-79 and 1979-80 
but w i l l f a l l i n 1980-81 by some £24° m i l l i o n . The r e d u c t i o n 
compared w i t h 1978-79 the e x p e c t e d d e c l i n e i n l o c a l 
a u t h o r i t y new h o u s e b u i l d i n g which w i l l r e s u l t from a change i n 
l o c a l a u t h o r i t i e s ' p r i o r i t i e s . . i 
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22. C u r r e n t e x p e n d i t u r e , c h i e f l y s u b s i d i e s t o p u b l i c s e c t o r 
h o u s i n g , i s e x p e c t e d t o be £$0 m i l l i o n h i g h e r i n 1979-80 than i n . 
1978-79» p a r t l y because i n t e r e s t r a t e s have r i s e n . A f u r t h e r 
i n c r e a s e o f about £30 m i l l i o n i s e x p e c t e d i n 1980-81, a l t h o u g h 
&x*d a u t h o r i t i e s a r e e x p e c t e d t o make h i g h e r r e n t i n c r e a s e s 
t h a n i n r e c e n t y e a r s . Over a p e r i o d o f y e a r s t h e Government i n t e n d 
t o r e d u c e ^ t h e l e v e l o f h o u s i n g s u b s i d i e s , w h i c h a t p r e s e n t c o s t s 
t a x p a y e r s and r a t e p a y e r s £1.5 b i l l i o n - rv«sfy a t h i r d of a l l 
p u b l i c e x p e n d i t u r e on h o u s i n g . T h i s w i l l be a s s i s t e d by the new 
s u b s i d y system f o r E n g l a n d and Wales , w h i c h w i l l s t a r t i n 1981-82 
and r e l a t e s u b s i d i e s more d i r e c t l y t o need. 

O t h e r e n v i r o n m e n t a l s e r v i c e s 
2°i. The amount i n c l u d e d f o r 1980-81 f o r t h i s m i s c e l l a n e o u s group 
o f s e r v i c e s , m a i n l y p r o v i d e d by l o c a l a u t h o r i t i e s , t a k e s account o f 
s a v i n g s a r i s i n g from the Government's d e c i s i o n t o a b o l i s h the 
Community Land Scheme. L e g i s l a t i o n w i l l be i n t r o d u c e d t o enable 
l o c a l a u t h o r i t i e s t o reduce t h e i r n e t e x p e n d i t u r e on l o c a l e n v i r o n 
mental s e r v i c e s by c h a r g i n g f o r p l a n n i n g affUic<Jt/jcrv> and f o r the 
enforcement o f b u i l d i n g r e g u l a t i o n s . C a p i t a l i n v e s t m e n t on water 
and sewerage s e r v i c e s i s p l a n n e d t o c o n t i n u e a t b r o a d l y the same 
l e . e l as i n 1979-80. E x p e n d i t u r e on t h e Urban Programme w i l l be 
a t a h i g h e r l e v e l t h an i s now e x p e c t e d i n 1979-80. C a p i t a l expen
d i t u r e on l o c a l e n v i r o n m e n t a l s e r v i c e s i s l e s s t han the p r o s p e c t i v e 
o u t t u r n f o r 1979-80. E x p e n d i t u r e on the Thames B a r r i e r w i l l i n c r e a s e 
by £28 m i l l i o n w i t h a v i e w t o c o m p l e t i n g the p r o j e c t i n - 1982. 

Law, o r d e r and p r o t e c t i v e s e r v i c e s 


3o. P l a n n e d e x p e n d i t u r e on t h i s programme w i l l i n c r e a s e t o r e f l e c t 
t h e Government's d e c i s i o n t o g i v e p r i o r i t y t o law and o r d e r . T o t a l 
p r o v i s i o n i n 1980-81 w i l l t h u s be £2,542 m i l l i o n , £23 m i l l i o n 
h i g h e r than t h e p r o v i s i o n f o r t h a t y e a r i n Cmnd 7^39 and 
£P9 m i l l i o n h i g h e r than e x p e c t e d e x p e n d i t u r e i n 1979-80. T h i s does 
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not however i n c l u d e any n e t e x p e n d i t u r e w h i c h may a r i s e from the 
recommendations o f the I n q u i r y i n t o the U n i t e d Kingdom P r i s o n 
S e r v i c e s o r from t h e R o y a l Commission on L e g a l S e r v i c e s . I n c l u d e d 
i n t h e t o t a l i s p r o v i s i o n f o r a d d i t i o n a l c e n t r a l government expen
d i t u r e on c o u r t s e r v i c e s and o t h e r l e g a l s e r v i c e s , i n c l u d i n g l e g a l 
a i d ; and on p r i s o n s . I n E n g l a n d and Wales e x p e n d i t u r e on the p o l i c e 
w i l l be i n c r e a s e d t o a l l o w an i n c r e a s e i n s t r e n g t h t o 115,500 
o f f i c e r s by March 1981 w i t h i n c r e a s e s i n s u p p o r t i n g s t a f f and 
s e r v i c e s b o t h l o c a l l y and c e n t r a l l y . I f t h i s e s t i m a t e "or numbers 
o f p o l i c e o f f i c e r s i s exceeded, f u r t h e r p r o v i s i o n w i l l be eiade 
from the c o n t i n g e n c y r e s e r v e . The p l a n n e d e x p e n d i t u r e w i l l a l s o 
enable l o c a l a u t h o r i t i e s t o i n c r e a s e t h e i r p r o v i s i o n f o r the p r o 
b a t i o n and a f t e r - c a r e s e r v i c e and m a g i s t r a t e s ' c o u r t s ; and, i n 
t h e f i r e s e r v i c e , w i l l e n a b l e e x i s t i n g s t a n d a r d s o f f i r e c o v e r 
t o be m a i n t a i n e d . I n S c o t l a n d , a d d i t i o n s f o r t h e s e s e r v i c e s w i l l 
be made commensurate w i t h the t o t a l s i n E n g l a n d and Wales. 

E d u c a t i o n and s c i e n c e , a r t s and l i b r a r i e s 


E d u c a t i o n and s c i e n c e 


31 . The Government ar e committed t o p r o m o t i n g h i g h e r s t a n d a r d s 
o f achievement. The number o f p u p i l s i n s c h o o l s w i l l be f a l l i n g 
but account has been t a k e n , b o t h i n t e a c h i n g and i n n o n - t e a c h i n g 
e x p e n d i t u r e , o f the i n e s c a p a b l e d i s e c o n o m i e s o f s m a l l e r s c a l e . The 
f i g u r e s i n the programme p r o v i d e f o r the employment of some 505*000 
t e a c h e r s i n 1980-81 (compared w i t h about 526 ,000 i n 1978-79) , 
s u f f i c i e n t f o r the p r e s e n t l e v e l o f i n d u c t i o n and i n - s e r v i c e 
t r a i n i n g t o be m a i n t a i n e d . I t w i l l be n e c e s s a r y t o s t e p up the 
r a t e at which s u r p l u s s c h o o l p l a c e s a r e t a k e n out o f use. I t s h o u l d 
be p o s s i b l e t o m a i n t a i n e x p e n d i t u r e on t h e u n d e r - f i v e s a t about 
the p r e s e n t l e v e l . 

32. The Government ex p e c t e x p e n d i t u r e s a v i n g s o f some £240 m i l l i o n 
t o be made on s c h o o l meals,, m i l k and t r a n s p o r t . P a r l i a m e n t w i l l 
be asked t o g i v e l o c a l a u t h o r i t i e s g r e a t e r d i s c r e t i o n i n the n a t u r e 
o f and charges f o r t h e s e s e r v i c e s . 
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33. Some modest e x p a n s i o n of non-advanced f u r t h e r e d u c a t i o n , 
e s p e c i a l l y v o c a t i o n a l c o u r s e s , s h o u l d be p o s s i b l e t o meet r i s i n g 
numbers aged 16 t o 18. The r e s o u r c e s a v a i l a b l e f o r home s t u d e n t s 
i n h i g h e r e d u c a t i o n w i l l be about the same as i n 1979-80. New 
o v e r s e a s s t u d e n t s o r t h e i r s p o n s o r s w i l l be e x p e c t e d i n f u t u r e 
t o meet the f u l l c o s t of t h e i r t u i t i o n . 

34-- There w i l l be no r e d u c t i o n i n the p r o v i s i o n .for c a p i t a l expen
d i t u r e on s c h o o l b a s i c need but b u i l d i n g programmes f o r s c h o o l 
improvements 1 u n d e r - f i v e s and f u r t h e r and h i g h e r e d u c a t i o n w i l l 
be reduced by about h a l f . 

35» P r o v i s i o n f o r s c i e n c e a t j u s t o v e r £300 m i l l i o n w i l l be 
s l i g h t l y less t h a n i n 1979-80. 

A r t s and l i b r a r i e s 


36. D i r e c t c e r t r a l government e x p e n d i t u r e i n s u p p o r t of museums, 
l i b r a r i e s a;-d the l i v e a r t s i n 1980-81 s h o u l d a l l o w a c o n t i n u a t i o n 
of a c t i v i t i e s a t a l e v e l b r o a d l y comparable t o what has been 
p o s s i b l e i n t h e c u r r e n t y e a r . P l a n n e d e x p e n d i t u r e i n c l u d e s the 
c o n t r i b u t i o n o f the O f f i c e o f A r t s and L i b r a r i e s t o the £15-5 
m i l l i o n t o be p r o v i d e d f o r the new N a t i o n a l H e r i t a g e Fund and f o r 
a c c e p t a n c e s of works of a r t i n l i e u o f t a x . L o c a l a u t h o r i t y 
e x p e n d i t u r e on l i b r a r i e s , museums and a r t g a l l e r i e s w i l l f a l l t o 
the e x t e n t t h a t l o c a l a u t h o r i t i e s ' p r o v i s i o n f o r t h e s e s e r v i c e s 
r e f l e c t s the r e d u c t i o n s i n p l a n n e d l o c a l a u t h o r i t y e x p e n d i t u r e 
i n g e n e r a l . 

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


37* The Government p l a n s t o m a i n t a i n spending on the N a t i o n a l 
H e a l t h S e r v i c e i n 1980-81 at the l e v e l proposed by the l a s t Admi
n i s t r a t i o n . However, the net c o s t w i l l be reduced by i n c r e a s e d 
reco\ary under the Road T r a f f i c A c t 1972 o f the c o s t of t r e a t i n g 
t h e v i c t i m s o f road a c c i d e n t s , by i n c r e a s i n g p r e s c r i p t i o n c harges 
t o 70p from A p r i l 1980, by r e v i s i n g d e n t a l c h a r g e s so as 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 t e r m s, and by l i m i t e d changes 
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i n the w e l f a r e m i l k scheme. G r o s s e x p e n d i t u r e w i l l be about 3/̂ "ra'"̂  
above the 1978-79 o u t t u r n . Measures w h i c h a/rt t«A>fl taken t o 
e l i m i n a t e waste and t o s i m p l i f y a d m i n i s t r a t i o n i n the N a t i o n a l 
H e a l t h S e r v i c e w i l l e n a b l e the a v a i l a b l e r e s o u r c e s t o be c h a n n e l l e d 
more i n t o d i r e c t p a t i e n t c a r e . 

38. Spenoing on the l o c a l a u t h o r i t y p e r s o n a l s o c i a l s e r v i c e s i s 
l i k e l y t o be r e duced. The Government expect t h a t s a v i n g s 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 , by 
r e d u c i n g o r e l i m i n a t i n g low p r i o r i t y p r o v i s i o n , by d e v e l o p i n g 
p o l i c i e s d e s i g n e d t o h e l p p e o p l e t o h e l p t h e m s e l v e s and o t h e r s , 
and by p r o m o t i n g 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 . 'Where 
r e d u c t i o n s i n s t a n d a r d s o f p r o v i s i o n p r o v e n e c e s s a r y , A u t h o r i t i e s 
w i l l be r e l i e d upon t o implement the s e i n ways w h i c h p r o t e c t t h e 
most v u l n e r a b l e . A u t h o r i t i e s have a l s o been asked t o g i v e p r i o r i t y 
as f a r as p o s s i b l e t o t h o s e s e r v i c e s f o r c h i l d r e n w h ich ar e concerned 
w i t h the 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 . J o i n t f i n a n c e 
w i l l c o n t i n u e a t t h e l e v e l p l a n n e d . 

S o c i a l s e c u r i t y 


39- E x p e n d i t u r e on s o c i a l s e c u r i t y r e f l e c t s t he numbers who 
q u a l i f y f o r and c l a i m t h e b e n e f i t s , which ar e i n t u r n i n f l u e n c e d 
by the c o u r s e o f the economy and derographic v a r i a t i o n s . / The 
f i g u r e s r e f l e c t t he Government's i n t e n t i o n t o 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 o f t h e s o c i a l s e c u r i t y system. 

Other p u b l i c s e r v i c e s 


40. The p r i n c i p a l e x p e n d i t u r e i n t h i s programme i s on revenue 
c o l l e c t i o n by I n l a n d Revenue and Customs and E x c i s e , and i s m a i n l y 
r e l a t e d t o s t a f f . I n 1979-80 the programme i n c l u d e d £26 m i l l i o n 
f o r the c o s t of the P a r l i a m e n t a r y and European e l e c t i o n s . F o r 

i r n a n c i a l a d m i n i s t r a t i o n 


1980-81 t h e r e a r e s m a l l i n c r e a s e s f o r / and p o p u l a t i o n 


s u r v e y s ( p r e p a r a t i o n f o r 1981 c e n s u s ) . 


Common s e r v i c e s 


41. The p r o v i s i o n f o r c i v i l s e r v i c e s u p e r a n n u a t i o n , . w h i c h i s £28 
m i l l i o n h i g h e r t h a n f o r 1979-80, assumes some i n c r e a s e i n the 

CONFIDENTIAL 




CONFIDENTIAL 


Dumber o f p e n s i o n s i n payment and t h e i r average l e v e l . Expen


d i t u r e by the P r o p e r t y S e r v i c e s Agency on the Government o f f i c e 


e s t a t e i n the UK w i l l be reduced 


by c u t s i n e x p e n d i t u r e on major new works 


( m a i n l y on n^w o f f i c e s f o l l o w i n g the d e c i s i o n t o reduce the 


d i s p e r s a l o f Government work from s o u t h - e a s t England) and a l s o 


by r e d u c t i o n s i n minor works, f u r n i t u r e , r e n t , maintenance and 


r u n n i n g c o s t s . 


N o r t h e r n I r e l a n d 


42. The N o r t h e r n I r e l a n d t o t a l f o r 1980-81 r e f l e c t s , among o t h e r 
changes, the consequences o f d e c i s i o n s t a k e n on p u b l i c e x p e n d i t u r e 
i n 1979-80, i n c l u d i n g t he a p p l i c a t i o n t o N o r t h e r n I r e l a n d o f 
measures such as the i n c r e a s e i n h e a l t h c h a r g e s . E x p e n d i t u r e and 


on l a w / o r d e r i n N o r t h e r n I r e l a n d w i l l r i s e t o ensure t h a t the 


n e c e s s a r y r e s o u r c e s a r e a v a i l a b l e t o combat t e r r o r i s m . 


C L u . ii.'ENTIAL 
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P u b l i c E x p e n d i t u r e 1978-79 t o 1980-81 

T a b l e 1 	 £m 1979 S u r v e y p r i c e s 

P r o v i s i o n a l 
 P 1 a n s
o u t t u r n 
1978-79 1979-80 1980-81 

1. 	 C e n t r a l Government 49887 52085 5 1958 

2. L o c a l a u t h o r i t i e s 18421 18692 17349 

3- C e r t a i n p u b l i c c o r p o r a t i o n s 1012 1098 1022 

4. E x p e n d i t u r e on programmes 69320 71875 70879 

5- C o n t i n g e n c y r e s e r v e - 2 7 K a ) 750 

6. 	 Debt i n t e r e s t 2921 3100 3200 

7. 	 T o t a l p u b l i c e x p e n d i t u r e b e f o r e 
s h o r t f a l l nnd s p e c i a l s a l e s o f a s s e t s : 72241 75246 74779 

8. 	 E x p e n d i t u r e on programmes and 
c o n t i n g e n c y r e s e r v e (4 + 5) 69320 72146 71579 

9. 	 Net o v e r s e a s and market b o r r o w i n g 
o f n a t i o n a l i s e d i n d u s t r i e s (b) 446 -600 -150 

-500 10. S p e c i a l s a l e s o f a s s e t s ( c ) 	 - -1000 

11 . P l a n n i n g t o t a l [-A) 	 - 70546 70929 

12. G e n e r a l a l l o w a n c e f o r s h o r t f a l l 	 -750 -1000 -
13- O u t t u r n ( a c t u a l o r p r o j e c t e d ) 	 69766 69796 69929 

14. P e r c e n t a g e change on p r e v i o u s y e a r +6.0 o.o +0.2 

(a) 	 B a l a n c e r e m a i n i n g a t  19 O c t o b e r 1979 i n t h e c o n t i n g e n c y r e s e r v e 

f o r the c u r r e n t y e a r . 


(b)	 I n c l u d e s s h o r t - t e r m b o r r o w i n g and c a p i t a l v a l u e o f l e a s e d a s s e t s , 
w h i c h were not i n c l u d e d i n the p l a n n i n g t o t a l s i n Cmnd 7439

( c )	 See p a r a g r a p h It,. The p r e c i s e t r e a t m e n t o f the s a l e s i n r e l a t i o n 

t o p u b l i c e x p e n d i t u r e and the p u b l i c s e c t o r b o r r o w i n g r e q u i r e m e n t 

depends on the e x a c t n a t u r e o f the t r a n s a c t i o n s . 


(d) 


The p l a n n i n g t o t a l ( l i n e 11) d i f f e r s from 
t o t a l p u b l i c e x p e n d i t u r e ( l i n e 7) by e x c l u d i n g debt i n t e r e s t ( l i n e 
6) but i n c l u d i n g a l l net 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 
( i e i n c l u d i n g l i n e 9 as w e l l as Government l e n d i n g t o n a t i o n a l i s e d 
i n d u s t r i e s i n l i n e 1) and s p e c i a l s a l e s o f a s s e t s ( l i n e 
10 ) . 
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T o t a l P u b l i c E x p e n d i t u r e by Programme 


T a b l e 2 
£m  a t 1979 s u r v e y p r i c e s 

1978-79 1979-80 1980-81 

Defence 7509 7824 8062 

Overseas a i d and o t h e r o v e r s e a s 
s e r v i c e s 1961 2135 2191 

A g r i c u l t u r e , f i s h e r i e s ,
and f o r e s t r y 

trait 

f o o d 
896 986 993 

I n d u s t r y , energy/and 
employment 3267 2753 2870 

Government; l e n d i n g
i n d u s t r i e s 

t o n a t i o n a l i s e d 
693 \ soo ^000 

Roads andi t r a n s p o r t 2980 3118 291^ 

HousinHousingg 5226 5 380 5078 

OtheOtherr e n v i r o n m e n t ae n v i r o n m e n t a ll s e r v i c es e r v i c e ss 3330 3303 3215 

Law, ord-jr and p r o t e c t i v e s e r v i c e s 2370 2454 2542 

Ed>""ation and s c i e n c e ,
l i b r a r i e s 

a r t s and 
9567 9657 9246 

H e a l t h and p e r s o n a l s o c i a l
S o c i  a l S e c u r i t y
O t i — ' " p u b l i c s e r v i c e s 

s e r v i c e s 9055 • 
18213 

973 

9109 
19058 

1010 

9194 
19289 

997 

Common s e r v i c e s 1048 1073 1088 

N o r t h e r n I r e l a n d 2232 2215 2150 

T o t a l programmes 
(see t a b l e 1 l i n e 4) 

I I8-75 "70829 
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EXPLANATORY AND TECHNICAL NOTES 


E x p l a n a t o r y and t e c h n i c a l n o t e s were i n c l u d e d as P a r t 6 i n the 
p u b l i c e x p e n d i t u r e White P a p e r p u b l i s h e d i n J a n u a r y 1979 (Cmnd 
7439)» The f o l l o w i n g n o t e s supplement t h a t d e s c r i p t i o n . 

The d e f i n i t i o n o f p u b l i c e x p e n d i t u r e i n t h i s W hite Paper 


2. A few c-vaagco i n -the d e f i n i t i o n — o f — p u b ! i o — - e x p e n d i t u r e hav-e
b-e-en made i n t h i o White P a p e r from t h a t used i n the—lest-Whi-fee
Paper-i The two p r i n c i p a l changes a r e : 

(a) F a m i l y b e n e f i t s . The change from c h i l d t a x a l l o w a n c e s 
and f a m i l y a l l o w a n c e s ( i n c l u d i n g c h i l d i n t e r i m b e n e f i t pay
a b l e d u r i n g 1976-77) t o c h i l d b e n e f i t was s p r e a d o v e r a 
p e r i o d o f y e a r s . & f v 4during t h e t r a n s i t i o n a l p e r i o d t h e t o t a l 
f o r the s o c i a l s e c u r i t y programme i n c l u d e d o n l y the r>"t 
Exchequer c o s t o f t h e change; t h i s t r e a t m e n t was r e f l e c t e d 
a l s o i n p u b l i c e x p e n d i t u r e t o t a l s . The g r o s s c o s t o f c h i l d 
b e n e f i t was shown i n t h e main t a b l e f o r t h e s o c i a l security 
programme t o g e t h e r w i t h t a x revenue f l o w i n g from r e d u c t i o n s 
i n c h i l d t a x a l l o w a n c e s . Now t h a t t h e t r a n s i t i o n t o c h i l d 
b e n e f i t has been c o m p l e t e d by t h e g e n e r a l w i t h d r a w a l o f c h i l d 
t a x a l l o w a n c e s , t h e s o c i a l s e c u r i t y programme and p u b l i c 
e x p e n d i t u r e t o t a l s i n c l u d e t h e g r o s s c o s t o f c h i l d b e n e f i t 
(up t o 1976-77 f a m i l y a l l o w a n c e s i n c l u d i n g c h i l d i n t e r i m 
b e n e f i t ) . 

(b) Net o v e r s e a s and market b o r r o w i n g o f n a t i o n a l i s e d 

i n d u s t r i e s . The d e f i n i t i o n has been broadened t o i n c l u d e 

s h o r t - t e r m b o r r o w i n g and the c a p i t a l v a l u e o f l e a s e d a s s e t s . 

Net s h o r t - t e r m b o r r o w i n g i s d e f i n e d t o i n c l u d e t h e i n d u s t r i e s ' 

t r a n s a c t i o n s i n o t h e r p u b l i c s e c t o r d e b t . The d e f i n i t i o n o f 


fv-_~-A~^	 _ j t h e i n d u s t r i e s ' e x t e r n a l f i n a n c i n g r e q u i r e m e n t used i n the 

\,̂ m_~_̂  p u b l i c e x p e n d i t u r e plan n i n g ~ t o l T 3 l 7 i s thus now a l i g n e d w i t h 


N
o~~i <rv--s, t h a t used f o r t h e i r c a s h l i m i t s . 

O > . 


MOM: c l a s s i f i c a t i o n changes s i n c e Cmnd 7^39 

3- The f o l l o w i n g a r e the p r i n c i p a l t r a n s f e r s between main p r o 
gr; as t h a t have been made t o r e f l e c t new arrangements: 

( a ) E x p e n d i t u r e on computer r e q u i r e m e n t s s u p p l i e d t o c e n t r a l 
government depa r t m e n t s by t h e C e n t r a l Computer Agency and 
f o r m e r l y i n c l u d e d . i n t h e common s e r v i c e s programme has been 
d i s t r i b u t e d t o t h e a p p r o p r i a t e f u n c t i o n a l programmes, r e f l e c t 
i n g t h e change t o p r o v i s i o n a g a i n s t repayment by the u s e r 
department f r o m 1 A p r i l 1980. The o t h e r programmes p r i n c i p a l l y 
a f f e c t e d a r e d e f e n c e ; t r a d e , i n d u s t r y , energy and employment; 
r o a d s and t r a n s p o r t ; h o u s i n g ; o t h e r e n v i r o n m e n t a l s e r v i c e s ; 
law, o r d e r and p r o t e c t i v e s e r v i c e s ; h e a l t h and p e r s o n a l s o c i a l 
s e r v i c e s ; and o t h e r p u b l i c s e r v i c e s . 

( b ) Some f u r t h e r e x p e n d i t u r e on t h e ur b a n programme has been 

r e a l l o c a t e d f rom o t h e r environmental s e r v i c e s t o h o u s i n g , 

r o a d s and t r a n s p o r t , e d u c a t i o n , and h e a l t h and p e r s o n a l 

s o c i a l s e r v i c e s . 


http:included.in


( c ) To improve f u n c t i o n a l c o n t r o l i t has been d e c i d e d t o 

c o n f i n e ^he programme f o r N o r t h e r n I r e l a n d t o e x p e n d i t u r e 

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

N o r t h e r n I r e l a n d . Thus e x p e n d i t u r e by the M i n i s t r y o f A g r i 

c u l t u r e i n t h a t a r e a i s now c l a s s i f i e d t o a g r i c u l t u r e , 

f i s h e r i e s , f o o d and f o r e s t r y ; and e x p e n d i t u r e on the c o u r t 

s e r v i c e t o law, o r d e r and p r o t e c t i v e s e r v i c e s . 


The p r i c e b a s i s o f t h i s White Paper 


4. Except where o t h e r w i s e s t a t e d , money f i g u r e s i n t h i s White 
Paper a r e p r e s e n t e d a t c o n s t a n t p r i c e s ( d e s c r i b e d as 1979 s u r v e y 
p r i c e s ) t o a l l o w c o m parisons from one y e a r t o a n o t h e r of the 
q u a n t i t y ('volume') o f goods and s e r v i c e s u s e d , e i t h e r d i r e c t l y 
o r i n d i r e c t l y , by the programmes. F o r most e x p e n d i t u r e on goods 
and s e r v i c e s 1979 s u r v e y p r i c e s a r e used as t h e y were i n the autumn 
of 1978 (aXj^fiost 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 the date i s , 
more p r e c i s e l y , November 1978). F o r most t r a n s f e r payments, 1979 
s u r v e y p r i c e s a r e assumed average p r i c e s o f 1979-80. 

5. The average i n c r e a s e from 1978 s u r v e y p r i c e s ( t h e p r i c e b a s i s 
o f Cmnd 7^39) t o 1979 s u r v e y p r i c e s i s 1 1 ^ p e r c e n t . rTW - j ^ t * \e<^^> 

Debt i n t e r e s t 


6. T o t a l p u b l i c s e c t o r i n t e r e s t payments, 

c o r r e s p o n d i n g t o the e s t i m a t e s i n t a b l e 1, l i n e 6, on the " p u b l i c 

e x p e n d i t u r e " d e f i n i t i o n o f debt i n t e r e s t ^ a r e as f o l l o w s : 


tail 
1978-79 1979-80 1980-81 

^ O  Q ° | ° ) 0 0 ^ S J O O 



3 % 


10 D O W N I N G S T R E E T 

From the Private Secretary 	 22 October 1979 

White	 Paper on P u b l i c E x p e n d i t u r e i n 1980/81 


The Prime M i n i s t e r was g r a t e f u l f o r the C h a n c e l l o r ' s minute 

o f 19 October on the above s u b j e c t . She has noted t h e p u b l i c . 

e x p e n d i t u r e e f f e c t s o f the v a r i o u s o p t i o n s f o r p h a s i n g i n the 

e l e c t r i c i t y and domestic gas p r i c e i n c r e a s e s as s e t out i n the 

minute, and t h a t the C h a n c e l l o r would l i k e a f i r m d e c i s i o n on 

one o f the o p t i o n s by the end of t h i s week so t h a t i t can be 

r e f l e c t e d i n the f o r t h c o m i n g White Paper. 


The Prime M i n i s t e r has a l s o r e a d the d r a f t o f t h e White Paper 

which was e n c l o s e d w i t h the minute. She has made a few d r a f t i n g 

s u g g e s t i o n s . A l t h o u g h I un d e r s t a n d t h a t the d r a f t has a l r e a d y been 

p r i n t e d up f o r c i r c u l a t i o n t o C a b i n e t , t h e C h i e f S e c r e t a r y w i l l 

n o n e t h e l e s s wish t o note t h e s e s u g g e s t i o n s w i t h a view t o r e v i s i n g 

the d r a f t i n the l i g h t o f C a b i n e t on Thursday. The Prime M i n i s t e r ' 

d r a f t i n g changes a r e as f o l l o w s : 

( i )	 paragraph 3, l i n e 7 t o re a d : 

"High Government b o r r o w i n g has f u e l l e d i n f l a t i o n , has 

d e n i e d t h e w e a l t h - c r e a t i n g s e c t o r s some o f the f i n a n c e 

they need f o r e x p a n s i o n , and has l e d t o h i g h i n t e r e s t 

r a t e s . " 


( i i )	 paragraph 4 , l i n e 3 t o re a d : 
" F i r s t , t o b r i n g down the r a t e o f i n f l a t i o n . T h i s 
means t h a t Government b o r r o w i n g must be f i r m l y con
t r o l l e d . I t i s a main d e t e r m i n a n t o f monetary growth." 

( i i i  )	 paragraph 5, l i n e 3: d e l e t e "and l i k e l y t o remain so f o r 

some t i m e " . 


( i v )	 paragraph 8, l i n e 3 t o re a d : 

" I t i s r a t h e r t o r e c o g n i s e t h a t t h e o n l y way i n which 

t h a t improvement can be s e c u r e d i s t o e a r n the money and 

r e s o u r c e s by h i g h e r o u t p u t . But h i g h e r o u t p u t can o n l y 

come from lower t a x e s , lower i n t e r e s t r a t e s and l e s s 

Government b o r r o w i n g , and b e t t e r use o f i n v e s t m e n t . " 

D e l e t e the r e s t o f the par a g r a p h . 


/ I am s e n d i n g 




I am s e n d i n g a copy of t h i s l e t t e r t o B i l l Burrough 

(Department o f E n e r g y ) , A l i s t a i r P i r i e ( C h i e f S e c r e t a r y ' 

O f f i c e ) and M a r t i n V i l e ( C a b i n e t O f f i c e ) . 


A.M.W. B a t t i s h i l l , E s q., 

HM T r e a s u r y . 





