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PUBLIC D:.?EJ:IJITlJRt: F?OPOSALS FOR 1981-82 TO 1982-83 

I sent fon,:ard a fe." days ago l'Jr Butler ' s minute of 2 J._ugust 

t o Give JOU a f irst vie.·, of tIJe propos21s b einE:; put to[etlJer 

I n the Pub 1 ic S en'i (;es Se ct or for tj-,= }::cper for Cabinet i n 

SE:pteJ:iber about public eX1H:nd itL; ~e il1 tne lc"ter Jeers of the 

S1J~"vey .. Foll o-\':iDf; furtber ciscl! s s iol:: ,·.)tn S i r .:Frec J..t}:in soD 

>'no OtD ers I sboulo nov, 1 ike to add tbe follm"ing point, C OD

cerninG tbe re12tioDship of tbese propos21s to tbe p ictur e pre

sented by the ILed i u.rr, term 2ssess.ment . 

2 . In bro2D terms the propos21s lD tbe p2per go 2S f2r 2S , 

2nD ina eed somewb at b eyond , .. ,bat we tb ink 1 i}: e ly to prove 

fe2sible in tbe dire ction of reducing public e)~enditure p12n s 

for the relevar,t years . J..JJd , on cert2in assllEptions , tbey 

.·:ould meet tbe desired objective of l "i n cins the total back to 

that of 1977-7E'. by 1982-83 . Ho .. : do they loo}: lD relation t o 

d]8t ":e ca n S2Y about the econolLic prospects? 

3. J._ s you kIlo .. : , the next mediU!L terlL assessment, wbicb 'will 

b e p art of t h e source material for t he big public eA~enditure 

""b i te Paper no .. , planned for December , cannot be compl eted for 

/ some 



: ~ ;! ~ '~ l ' \-:· ·{ ·1', !' t~ : · t(-: ... 'llH:' JJl·xt .. sIJort-tl'rll' f(jl 'C .. C' ~.st, t.h;; t lS, 

ullLi 1 ):(Jv (·I"l> e r. but tl,ose concerned bave been cOIiJparhJ(3 the 
, . 

i 'resen t e):}Julditure proJlos als ""ith \,:hat ""CS cssumed for public 

c:>:pelldj iure in the ] ast )'lTA, especia] ly "Cese C", \· .. hi cb was 

desiGned to reduce monetary (3rowtb by ~ a percentage point a 

:year, and tbe PEBR as a per cent of GDP by -i; point B year. 

This J1TJ. case sbo",' ed a r e quirement for SOllie lncreese in taxation 

in 1980-81 anD ]981-82 . 

LJ Further ",ork is being Done and IIJore refined ca] cu] at ions 

are in progress; but tbe preliminary conc]usion is that if the 

proposals on 1'Ir :Butler's minute were adopted in full the resulting 

pa th for publ i c expenD i ture would be bigher than esslllIJed in Ce se 

C by about £1 billion in 1980-81 and in 1982-83. In 1981- 82 it 

wou]d be about tbe same 8S tbe J'lTA assumption. For tbe furtb e r 

year 1983-84 calculations bave not been completea'. 

5 · In relation t o 1930-81 °Gbis is not a ne,,: point. It is 

f"]]!iJi ,,r t.lJat tbe cuts " greeD in Cabinet fell sbort of tbe original 

t,a r get by a'b out £l.l! bill i on (et SUI'yey pri ces) . Tbe present 

calcuJ &ijoD E:>:SJibit s tD ct. But. i t 21 so ,s!-Jo,,:s .:; simj]er d i fi'ereDce 
-

l,et,: een bTl. Case C anD tbe cu r rent 1'TOPO S21 5 for 1982-83. One 
- . }ncrees·J2j[; 

tlJ e &"'OUll t of UDemploynJent benefit and li ence tbe al!Jo',m t of cuts 

DEeded to offset it . 

6 . In so fer as the Een eral structure of tbe J'lTA is to be believeD 

en D t.be cOl!!parisons are correct , this presents a prob] em botb of 

Sul' 5t &D Ce aDd of presentation. In substance, it indicates tbat 

unless public expenDiture can be cut furth er, tbe Government's 

objectives for tax reduct jon and int erest rate reduction would be 

a t ris}: . The presentat iona l prob] elL is tbat j f tbe cuts proposals 

stand and even IIJore i f tb ey arE DOt fully acllieved , tbe December 

\'lb ite Paper maJ' have Difficulty in a,Joiding the implication that 

tbe propos.ed path for public expend iture is too bigh in relation 

to tbe economlC calcu1ations. . , 
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8 . T1Je fj gures "produced by the 

especiaJly for the Jater years . 

J oJ"CE:r cut.s than ill 

1iTA are extremely uncertain, 

The results of the next 1'1TA 

ruoy be different , ol trJOugb not necessari l y ruore favourable. The 

1'1Th represents a professional judgement of wha t may bapp en on t he 

css\LTIJptions used , but the 1mcert.ainties are hur;e . 

9 . In any event , i t lS gOlng t o be diffi cul t enough to secure 

Cabj~et agreement to a l l our present proposals . lodeed , as 

Mr Butler ' s paper said, Cabj~et are unlikely t o acc ept them in 

full . t'e do not think it vwuJd help to make even more a mb itious 

initial propo sals . Rather, let us use the 1iTA c alculation as 

port o f the economi c a rgumeDt for going fo r the present prop osa l s 

in f u J 1. 

JO . Ti:Je "~is € t.o t.h inl: about a solution to the presentational 1'0-

blem is v,'hen 'I':€ come to OTeft the DeCEmber \.Jbl 
-

·\·:~[jat t:.he r esults of t.he DE):t ]'lTJ._ actu8Jly arE.- oDd \·:}:;at/ ere the 

Ccb i net oec:isjoDs t o 1,.'j"Jjcb i.bey hcve to -ne Te18iec . 

A K R.A\..'LINSON 
8 AUGUST 1979 
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