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


PRIME MINISTER 


PUBLIC EXPENDITURE PLANS AND AUTUMN ANNOUNCEMENT 


S i n c e our agreement i n Cabinet t h a t the r e v i s e d p u b l i c 

e x p e n d i t u r e p l a n s f o r 1980-81 should be announced a f t e r the 

r e c e s s , and i n the co n t e x t o f a White Paper, I have been g i v i n g 

f u r t h e r thought to the form and t i m i n g the"announcement might 

take and I thought i t would be h e l p f u l to g i v e you a broad 

i n d i c a t i o n o f my pr e s e n t views b e f o r e I depart on h o l i d a y at the 

end o f t h i s week. No d e c i s i o n s are r e q u i r e d now, but t h e r e are 

a number o f i n t e r l o c k i n g f a c t o r s t h a t c o m p l i c a t e the t i m i n g and 

p r e s e n t a t i o n and I t h i n k you w i l l want to be aware o f them. 

2. In a d d i t i o n to the p u b l i c e x p e n d i t u r e p l a n s t h e m s e l v e s , we 


are s t a t u t o r i l y r e q u i r e d to p u b l i s h the next I n d u s t r y Act 


F o r e c a s t ( c o v e r i n g the p e r i o d up to the end o f I98O and i n c l u d i n g 


the PSBR f o r 198O-8I) by about the end o f November, and I s h a l l 


need to announce the r o l l - f o r w a r d o f the c u r r e n t money supply 


t a r g e t to next A p r i l at around the same t i m e . Moreover, I am 


a l s o c o n s i d e r i n g the p o s s i b i l i t y o f l i n k i n g the announcement o f 


the p u b l i c e x p e n d i t u r e f i g u r e s to a q u a n t i f i e d f i n a n c i a l p l a n 


f o r the medium term. 


3. I d e a l l y a l l these d e c i s i o n s should be i n c l u d e d i n a 

comprehensive announcement so t h a t our monetary and f i s c a l p o l i c i e s 

f o r both the s h o r t and the medium term can be p r e s e n t e d on a 

c o n s i s t e n t b a s i s and seen to form p a r t o f a coherent o v e r a l l 

economic s t r a t e g y . The spending d e c i s i o n s f o r both 1980-81 and 



CONFIDENTIAL 


l a t e r y e a r s would be j u s t i f i e d i n t h e i r p r o p e r economic c o n t e x t 


and c l o s e l y r e l a t e d t o p r o s p e c t s f o r the PSBR and our medium-term 


monetary o b j e c t i v e s , whether or not we dec i d e t o express the 


l a t t e r i n q u a n t i f i e d terms. 


H. I f e a r , however, t h a t p u b l i c a t i o n o f a comprehensive document 

of t h i s k i n d (which would be tantamount t o an expanded P a r t I 

of the t r a d i t i o n a l P u b l i c E x p e n d i t u r e White Paper, w i t h the 

d e t a i l e d Parts 2-6 to f o l l o w s e p a r a t e l y at the end o f the year) i s 

u n l i k e l y to prove p o s s i b l e u n t i l a good d e a l l a t e r than I t h i n k 

we can r e a s o n a b l y d e f e r announcement of the 1980-81 e x p e n d i t u r e 

f i g u r e s . The new s h o r t - t e r m f o r e c a s t on which the p u b l i s h e d 

I n d u s t r y Act F o r e c a s t w i l l be based w i l l not be a v a i l a b l e u n t i l 

the end o f the f i r s t week o f October; and t h i s i t s e l f w i l l 

i n v o l v e c u t t i n g some c o r n e r s . And the new medium-term assessment, 

which w i l l p l a y an important p a r t i n d e t e r m i n i n g the economic 

background t o our medium-term e x p e n d i t u r e and monetary p r o p o s a l s , 

cannot be completed u n t i l the o u t s t a n d i n g p u b l i c e x p e n d i t u r e 

i s s u e s f o r the l a t e r y ears have themselves been s e t t l e d by 

Cabinet - though I hope i t w i l l be p o s s i b l e t o make a good d e a l 

of p r o g r e s s on t h i s i n advance o f f i n a l Cabinet d e c i s i o n s . 

5. T a k i n g a l l these f a c t o r s i n t o a c c o u n t , and even a l l o w i n g 

f o r the p o s s i b i l i t y o f some r e d u c t i o n i n the d e t a i l we p r o v i d e on 

the p u b l i c e x p e n d i t u r e p l a n s f o r the l a t e r years ( I s h a l l , as 

req u e s t e d by C a b i n e t , be b r i n g i n g forward a s e p a r a t e paper on 

t h i s ) , I doubt very much whether we c o u l d p u b l i s h a comprehensive 

White Paper embodying a l l the above d e c i s i o n s much, i f a n y t h i n g , 

before the end o f November. And t h i s i t s e l f assumes t h a t , 

f o l l o w i n g the meeting on 13th September, Cabinet w i l l be a b l e t o 

complete the p u b l i c e x p e n d i t u r e d e c i s i o n s f o r the l a t e r y e a r s by 

about the middle of October at the l a t e s t , ' a n d not need t o c o n t i n u e 

d i s c u s s i o n i n t o the l a s t week o f the month. 



CONFIDENTIAL 


6. T h i s seems to me to be much too l a t e f o r announcing the 

1980-81 f i g u r e s . We s h a l l be p r e s s e d hard to r e v e a l our 

d e c i s i o n s f o r next year as soon as P a r l i a m e n t r e a s s e m b l e s , and 

t h e r e are s t r o n g o p e r a t i o n a l arguments f o r making the announce

ment as soon as we can a f t e r the r e c e s s . 

7. What I have i n mind, t h e r e f o r e , i s a two stage p r e s e n t a t i o n 


as f o l l o w s : 

( i ) End O c t o b e r / e a r l y November - a s h o r t White Paper 


i n c o r p o r a t i n g the p u b l i c e x p e n d i t u r e f i g u r e s f o r 198O-8I 


and the I n d u s t r y Act F o r e c a s t . The White Paper would thus 


s e t the d e c i s i o n s i n t h e i r immediate economic c o n t e x t and 


l o o k forward to l a t e r p u b l i c a t i o n o f the medium-term p l a n s . 


( i i ) December - a second White Paper c o n t a i n i n g the p u b l i c 

e x p e n d i t u r e p l a n s f o r the l a t e r y e a r s , s e t i n a medium-term 

economic c o n t e x t . T h i s would a l s o i n c l u d e as much as we 

d e c i d e i s a p p r o p r i a t e on medium-term f i n a n c i a l and monetary 

o b j e c t i v e s . I f p r a c t i c a b l e t h i s White Paper would a l s o 

i n c o r p o r a t e the d e t a i l e d Parts 2-6 p u b l i c e x p e n d i t u r e 

i n f o r m a t i o n on i n d i v i d u a l programmes, but t h i s w i l l need 

f u r t h e r c o n s i d e r a t i o n i n the l i g h t o f our d e c i s i o n s on 

how much d e t a i l f o r the l a t e r y ears i t i s s e n s i b l e t o t r y 

to p u b l i s h . D e c i s i o n s on t h i s can be l e f t u n t i l somewhat 

l a t e r , but i t would c l e a r l y he H p ^ i p a h l p , i f p o s s i b l e , t o 

\	 embrace a l  l the r e m a i n i n g p u b l i c e x p e n d i t u r e i n f o r m a t i o n 


\ i n a s i n g l e document. 


I s h o u l d l i k e t o l e a v e open f o r the time b e i n g whether t o announce 


the r o l l - f o r w a r d o f the monetary t a r g e t i n the f i r s t or the 


second White Paper. 


3 




CONFIDENTIAL 


8. I t h i n k t h a t t h i s i s the most f e a s i b l e o p t i o n i f we are 


t o a v o i d d e l a y i n g the 1980-81 f i g u r e s and yet pr e s e n t our p l a n s 


f o r t h a t and the l a t e r y ears i n t h e i r f u l l economic c o n t e x t i n 


a c o n s i s t e n t way. A two-stage p r e s e n t a t i o n o f t h i s k i n d i s n o t , 


of c o u r s e , as s t r a i g h t f o r w a r d and c l e a r cut as a s i n g l e , u n i f i e d 


p u b l i c a t i o n . But i n response t o any c r i t i c i s m s t h a t may a r i s e 


we should be able t o p o i n t out t h a t we were p r o v i d i n g more 


i n f o r m a t i o n about the economic p r o s p e c t than any p r e v i o u s 


Government had done. 


9. We s h a l l , o f c o u r s e , need t o r e v i e w the p o s s i b i l i t i e s as 

time p r o g r e s s e s and be prepared t o r e - a d j u s t i  f t h e r e are any 

unforeseen h o l d - u p s . These c o u l d o c c u r , f o r example, i  f t h e r e 

were s e r i o u s d e l a y s i n r e s o l v i n g i n Cabinet the p u b l i c e x p e n d i t u r e 

i s s u e s f o r l a t e r y e a r s , or i f the new f o r e c a s t s o r new economic 

events made i  t ne c e s s a r y to r e c o n s i d e r any o f the d e c i s i o n s t h a t 

we had a l r e a d y t a k e n . But I hope t h a t we can p l a n f o r the time 

b e i n g on the above b a s i s and I am i n s t r u c t i n g my o f f i c i a l s t o 

make p r e p a r a t i o n s a c c o r d i n g l y . I s h a l l , of c o u r s e , b r i n g these 

p r o p o s a l s f o r m a l l y t o Cabinet when we resume b u s i n e s s i n 

September. 

10. I am sending a copy o f t h i s minute t o S i r John Hunt. 


(G.H.) 
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10 August 1979 


Public Expenditure Plans and Autumn Announcement 


The Prime Minister has seen the 

Chancellor's minute of 9 August. She is 

content that he should proceed in the way 

proposed in paragraph 7 of that minute. 


I am copying this letter to Martin Vile 

(Cabinet Office). 


N.J. SANDERS 


A. M.W. b a t t i s h i l l , Esq., 

B. M. Treasury. 
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