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PUELIC EXPERDITURE FrOPOSELS FOR 1981-82 TO 1982-83%

I sent forward a2 few days ago lir Butler's minute of 2 fugust

to give you & first wview oi the propossls being put itogeiher

in the Public Services Sector for trhe rzper for Czbinet ip

P
| &
ES
L

)
m
j=d

1 eler yesrs of ihe

]

Septexber gbout public e>pendéiture ]
Survey. Following Tfurther céiscussior with Sir Freéd Etkipson
=nd others I shoula mow like to add the following point, con-
cerning the relztionship of these proposazls to the picture pre-

sented by the mediumr term zcsescsment.

2. 1n broad terms the proposels in the paper go as far as,
snd indeed somewbat beyond, what we think likely to prove
Teasible in the direction of reducing public expenditure plens
for the relevant years. Aind, op certein ecssucptions, they
would meet the desired objective of bLringing the total back to
that of 1©77-78 by 1S982-83. How do they look in relation to

whet we can sey ebout the economic prospectis?

3. Ls you know, the next mediur lerm aséessment, which will i
be part of the source material for the big public expenditure
White Paper pnow planned for December, cannot be completed for
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I. !qﬁ
S weehe &fler the neyl sherl-terim Torecesi, ithet is, =

untlil Joverber. Eut those concerned heve been comparing the
present eyptndziure proposals with what ves zssumed for public
e»pencéiture in the lest MNTL, especially "Cese C", which was
ﬁesigﬁed 10 reduce monetary growth by 2 a percentage point a
vear, and the PSBR as a per cent of GDP by # point & year.

This JTE case showed 2 requirewent for sowe increese in taxation
in 1980-81 and 1981-82. i

4, TFurther work is being Gone and wore refiped calculations
are ip progress; but the preliminary conclusion is ithat if the
proposals on lr Butler's minute were adopted in full the resulting
path for public expenditure would be higher than essumed in Cese

C by &bout £1 billiop ip 1980-81 and in 1982-83. In 1981-82 it
would be sbout the szme 2s the MTA assumption. For the further

vear 1982-84 calculastions have not been completed.

5 Ip releztion to 1880-81 ihis is pot & pew point. It is

-

zmilisr that the cuis zgreed in Czbinet fell short of the original

l_lj

target by sbout £1.2 billion (et Survey prices). The present
lcvletion exhibits thet. Bui 1t elso snowes 2 similer difference

heitween JFiTE Cese C end ihe current pPuDqulq Jor 1S82-82. One

1ec son 1s the IMNTL had s lerger figure For unezployment, incressing

the zmount of unemployment bepefit and bence the zmount of cuts

needec ito offset it.

€. Ip so fer as the generesl stiructure of the MNTL is to be believed
end the comparisons ere correct, this presents z problem both of
subsieonce end of presentztion. In substepce, 1t indicates that
unless public expenditure can be cut Turtber, the Goveroment's
objectives for tax reduction and interest raie reduction would be
at risk. The presecistional problem is thet if the cuts propossls
stend and even wore i they are bot Tully achieved, the December
White Feper mey have difficulty ipn svoiding the implication that
the proposed path for public expenditure is too high in relation

to the economic calculations.




7. Bhould one on tifgs account ose Jarger culs than in

Fir Fuller's paper? |Our advice is nots
‘. The figures produced bj the MTA are extremely uncertzin,
especially for ithe later years. The results of the next MTA
way be different, although not necessarily wore favourable. The
MTL represenls a professional judgement of what mey happen on the

zssunptions used, but the uncerisinties are huge.

9. 1In any event, it is going to be difficult evough to secure
Czbinet sgreement to all our present proposals. Indeed, as

Mr Butler's paper said, Cabinet are unlikely to accept them in
full. Ve do not think it would help to mzke even more ambitious
initiel proposals. Rather, let us use the MTA calculztion as
part ol the economic argument for going for the present proposesls

an full.

JO. The tine io think ebout 2 solution to thefpresentational pro-

what ere the
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wnat the resulis of the pext MTL actuelly asrem 5

Cebinet Gecisions to which ibey heve to be relziec.

A E RAWLINSON
8 AUGUST 1979
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