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THE TREASURY COMMITT Ev87

APPENDIX §

by Professor David Heald, specialis advi ommittee

PARLIMENT'S INFORMATION NEEDS ON PUBLIC EXPENDITURE

1. Public expenditure is currently growing very rapidly; the End of Year Fiscal Report (EYFR 2002)
(Treasury, 20024, para 4.56) reports overall growth as 7% n nominal terms betuween 2000-01 and 2001-02.
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2. From the perspective of Parliament, these are difiult times in which to monitor public expenditure
ends.

the data the 1998 it Total Managed
Expenditure (TM), Departmental Expenditure Limit (DEL) and Annually Managed

yith SR2000 being conducid on a partial RAB basis and SR2002 being conducted on a full RAB basis,

3. This combination of rapid expendiure growth wih low data comparablity over tme makes it

rliament (o rethink it The extent and
depth of the abm'c changes, ogether oy - iz oo of bl sl ot !
m that

of ts fiscal framesork: the annual Public Expenditure: Sttitical dnaly e (PESA) v luabe  document
which contributes towards this objective. Unfortunately,the usefulness of PESA 2002-03 (Treasury, 2002a)
i mpiired by having boc publhed in Aprl 2002, beforethe competion of SR2002. Morcover, ke tabes
in PESA 2002-03 are not on a consistent basis across years, being expressed in terms of cash of rasource,

public cxpenditure metabl, Gt s trongargument (o her being n Autumn Supplement 0 PESA,
published at the time of the Pre-budget Report
A welcome innovation in Pre-budges 2002 s the publcation, of the EYFR. This document s an
obvious gap
year's PESA, because the Jul S pendhurs s WhL Eaper e dosument af o snpe
is published (oo carly o o bl i dac o e Yot s e, Fothe st e, Pulament
el ear and guitrts O 3 Somarabe s fo e procans Ananeal v Hopetl, the EVER
‘might in time develop into a document that produces comparable data for a longer run of years than two.
EVER 2002 (Treasury, 20020, pur. 44) conaine & hepfl cxplanaion of the present metable. (o
»

5. A ressonabespeculation i tht e present cotrol syt o DEL and AME wil e subeied i the
ear future 1o much toug 1995 Forexample, he
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s the caresores s i PESAS

S0 many changes have been going on that a user is unable o extract this kind of information from
published sources Moreover, there s  endencyfor Treasury documents (o show changes i lation o he
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dhere s b rslrs o proviion from DEL o AME during thes ey yar of cpsration of the
TME sy

Ihus far under the TME system, an unexpected problem has been the level of underspending agtinst

pubic o plon, Sven o s b b e mposane: b nced 1 bocome bt st 8
‘End- 1 prictcn i sicited
e of growth of 'EYFR 2002 (Trcasury, 2002d,

) e rerena  he “stoek of EYI" reporid mthe oy Putle Expanditars Ovtturs White Faper

(Treasury, 20020, Table 6).

7  and real
bl expenditurs ranlt nto ighr outputs I s welkmown ht the measurement o the sty asd
ity ofpubli sevce i it s, and it proxy messures of performancemay dier atenton

ot task for the Treasury and
cpriments i o ensurs that a1 skessive proporion of this hihe sxpeadiiur 5 not absorbed it cost
ncreases, particolarly into public sector wages. Parliament should be looking to the Treasury and

trong Relat i than
would imperil s

¢ several poinis in the Pre-budget Report (Treasury, 2002c) and associated documents, there is
B it sy’ sumplios hvingbeen sudled by the Natoal Auit Ofice (NAO) The

lcm«mxhwldbereyrdcdas “cautious” Morcovr, ‘ssumpionssuited by he NAG” et
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“uditing assumptions, i would be el (0 sk Treasury offiias (0 carefully Bttt e divion of
responsibilty between the NAO and it

9. The clear message conveyed by the Pre-budget Report (Treasury, 2002) and ussociated documents is
that the United Kingdom's public finances are sustainable, and considerably more healthy than those of
certain blic deb. T o ha

in UK
transactions in particular ways are not the issue under consideration here. Two examples llusrate these

blc debt. Given that this form of
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Network m which th Offc for Ntion! Sttt ONS) s dlcmined shoud be iariid to e
privaie secor i the naiona uounts (olloing European System of Acounts 995 I conrast and
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* See forcxampie, Box 11 on p. 2 of EYFR 2002



