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0 	202/038 • 	CONFIDENTIAL 

FROM: N MONCK 

DATE: 23 July 1987 

CHANCELLOR OF THE EXCHEQUER 

SUPPLY SIDE MEASURES 

cc Chief Secretary 	 Mrs Lomax 
Financial Secretary 	Mr Moore 
Paymaster General 	Mr Mountfield 
Economic Secretary 	Miss Peirson 
FCC 	 Mr Scholar 
Mr Byatt 	 Mr Spackman 
Mr Burgner 	 Mr Gray 
Mr A Edwards 	 Mr Guy 
Mr Gilmore 	 Mr Cropper 
Mr Hawtin 	 Mr Tyrie 

Mr Byatt and I have prepared this submission on supply side measures at the request 

of Sir Peter Middleton. 

2. The annexes contain contributions from most parts of the Treasury including 

IAE3 (Messrs Gray and Guy), who.  have also done the editing. They bring together 

measures which vary in kind, in importance and in the stage they are at, ranging 

at one end from those which are about to come into effect and require little or 

no further action to some at the other which are no more than gleams in Treasury 

officials' eyes. Inevitably much pf the compilation is familiar, partly because 

many of the measures have to,  be pursued over many years. But producing it enable 

broad judgements to be made at the start of a new Parliament on: 

(a) whether in aggregate there are enough measures in hand or in prospect; 

which are the most important areas to pursue or tackle for the first 

time and whether there are major gaps or imbalances; and 

whether Treasury Ministers need to take an initiative or give a push 

to promote particular measures which, except for tax and some other 

aspects of incentives to work, are typically not primarily their 

responsibility: or whether Ministers think some of the measures listed 

are not worth pursuing. 

3. There are inevitably problems of definition, coverage and classification. There 

is probably no ideal solution and we have not spent much time trying to find one. 

Broadly, we have taken supply side measures to mean making markets work better, 

getting more output for given input of resources (including investment), and making 

1. 
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the economy more flexible and increasing its underlying competitiveness. At this 

stage we have gone for an inclusive approach and may have overdone it - though 

we have not tried to capture all the detailed deregulation work to reduce burdens 

on business, or to include all public service efforts to improve value for money 

except where they seemed likely to have a significant impact on improving the 

market economy. There are also some omissions of more sensitive issues in hand. 

4. The annexes do not cover macroeconomic policies, although such policies clearly 

contribute to these aims by creating a climate of stability. In particular, the 

maintenance of a stable exchange rate can stimulate business investment in 

productive capacity and in 'intangibles' such as R & D. Moreover if businesses 

believe that the Government will not allow the exchange rate to accommodate 

excessive pay settlements as much as experience during most of the 1980s might 

suggest, that should help to bring down the level of of pay settlements. A general 

policy in favour of an open economy, resisting any protectionist moves and rolling 

back existing protection, can also help to keep down prices and costs. The annexes 

include several specific measures consistent with such a policy. 

5. We have not grouped together issues which form part of the moves towards the 

EC internal market. The focus of that exercise is improvements in competition, 

but it embraces several of the sectors in our classification, such as financial 

services and trade. The detailed annexes indicate those cases we have included 

in our trawl which also form part of the internal market initiative, for example 

public purchasing (J1) and financial services (K1). 

6. The format of the detailed annexes provides material classified by sector (labour 

market, housing etc). These are preceded by two summary schedules: 

a state of play summary, classifying the sector entries into eight 

categories, eg Budget issues, E(CP) issues; 

a cross classification by sector and type of measure (eg fiscal, 

privatisation). 

Scale and composition of the measures  

7. The scale is considerable in aggregate. Though many, in isolation, may only 
have a local impact, the cumulative effects on the efficiency and flexibility 

of the economy could be considerable. 

2. 
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Much has been achieved on the supply side in recent years - profits are now 

healthy, compared with the cost of capital, productivity in manufacturing rising 

satisfactorily, there are some signs of better trade performance - but problems 

remain. You may not be satisfied with the measures listed in the labour market 

and housing areas which come together in labour mobility. Wage settlements are 

still excessive and unemployment - although falling - remains too high. Greater 

mobility - between firms, between occupations and between areas - is needed. 

On the labour market much has of course already been done and the effects of 

this, as well as of PEP, may come through by the end of this Parliament. Rnt 

a gradual erosion of international competitiveness still seems likely if a fixed 

exchange rate is assumed, as in the forecast, and this is unlikely to be corrected 

by new measures that are available. We have omitted ways of intervening to restrain 

pay increases, including the tax based approaches which have been repeatedly turned 

down in recent years. But we have included an attack on pay review bodies and 

greater differentiation of pay has an important role to play. Greater flexibility 

within the public sector could provide a good example as well as being useful 

in its own right. There is also scope for non-pay measures. Incentives to work 

could be improved by further reductions in the basic rate of income tax and by 

changing employee NICs, which is mentioned in the annexes. Better training and 

retraining are important elements in achieving greater occupational mobility, 

especially if restrictions on entry into particular trades and professions are 

relaxed. 

Greater flexibility in the housing market too would help to increase 

geographical mobility. Deregulation of new private rents and increases in public 

sector rents will improve the allocation of the existing rented housing stock. 

But rented housing is a diminishing part of the stock and, given mortgage interest 

relief, an increase in the supply of rented housing mny depend on subsidies or 

tax reliefs as well as deregulation. We have included nothing on that but we 

have suggested work by economists on additional release of land for housing in 

order to increase the owner occupied stock sufficiently to permit greater movement 

to areas where economic activity is high. 

Another possible area of weakness is that we do not have specific measures 

likely to raise the level of private sector business spending on long term 

investment of the kind mentioned in para 4 above. We have to rely mainly on 

continuing existing macro economic policies, particularly helping to maintain 

adequate profitability in industry, plus a few modest measures such as the 

disclosure of R & D expenditure by companies. 

3. 
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12. Despite these limitations the annexes show that there is plenty of scope for 

supply side measures: 

through increasing competition in various forms, particularly import 

competition not only in the major fields of the CAP and Coal but several 

others; 

through tax measures which are under your own control; 

through changing the way in which public services are at present 

delivered, notably education; 

through progressively reducing subsidies and raising inadequate rates 

of return in the nationalised coal and transport industries and the 

utilities, as well as in local authority housing; and 

through improved information provided to managers and investors in company 

accounts and to consumers about the costs of protection as a result 

of CAP and trade policies. 

Many of these measures will arouse opposition but are well worth pursuing because 

of their diffused benefits. 

Proposed action by Treasury officials and Ministers  

13. This is indicated for each item under the "Next Steps" column in the detailed 

sector annexes. In many cases enough has already been done or is in hand, 

particularly through the PES process or in preparations for the 1988 Budget. You 

may also care to look at the state of play summary which groups the next steps 

under eight broad headings. For example: 

early submissions are planned on NICs, PEPs and the consumer costs 

of trade protection; 

E(CP) seems the right forum to handle issues such as private sector 

coal operations, liberalisation in the heavy goods transport sector, 

and further steps on the professions and shop opening; 

issues you will need to discuss with colleagues in other contexts 

include electricity privatisation, road pricing, financial reporting 

by companies and the mergers/RTP review. 

14. If you wanted a discussion on this submission, you could treat questions (a) 

to (c) in para 2 as an agenda, using the State of Play summary as a list for (c). 

A/AA 

N MONCK 
4. 
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SUMMARIES  

STATE OF PLAY SUMMARY 

SUMMARY SCHEDULE BY SECTOR AND TYPE OF MEASURE 

SECTOR DETAILS 

A LABOUR MARKET 

HOUSING 

C EDUCATION AND TRAINING 

ENERGY 

WATER 

F COMMUNICATION 

HEALTH 

TRANSPORT 

OTHER PUBLIC SECTOR 

FINANCIAL SERVICES 

TRADE AND INTERNATIONAL 

M INDUSTRY AND COMMERCE 
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.
 

D
T

I 
w
o
r
k
i
n
g
 
u
p
 

p
r
o
p
o
s
a
l
s
 

M
i
n
i
s
t
e
r
i
a
l
 
c
o
n
s
i
d
e
r
-

a
t
i
o
n
 
o
f
 
f
o
l
l
o
w
-
u
p
 
t
o
 

R
a
d
i
o
 
G
r
e
e
n
 
P
a
p
e
r
.
 

M
i
n
i
s
t
e
r
i
a
l
 
c
o
n
s
i
d
e
r
-

a
t
i
o
n
 
o
f
 
f
o
l
l
o
w
-
u
p
 

t
o
 
P
e
a
c
o
c
k
 
R
e
p
o
r
t
.
 

D
u

o
p

o
ly

 e
x
p
i
r
e
s
 

1
9
9
0
.
 
M
o
n
i
t
o
r
i
n
g
 

i
n
 
i
n
t
e
r
i
m
.
 

T
o
 
b
e
 
d
e
c
i
d
e
d
 

in
 l
ig
ht
 o
f 
ou
tc
om
e 

o
f
 
s
t
u
d
y
.
 

E
(
C
P
)
 
d
i
s
c
u
s
s
i
o
n
 

i
n
 
A
u
t
u
m
n
 
1
9
8
7
 

E
(
C
P
)
 
d
i
s
c
u
s
s
i
o
n
 

i
n
A
u
t
u
n
n
 1
98
7.
 

C
o
n
s
i
d
e
r
 

d
e
v
e
l
o
p
m
e
n
t
 
o
f
 

I
T
V
 
c
o
n
t
r
a
c
t
s
,
 

C
4
 
f
i
n
a
n
c
i
n
g
 
a
n
d
 

i
n
d
e
p
e
n
d
e
n
t
 
p
r
o
d
-

u
c
e
r
s
 
i
n
 
J
u
l
y
 

19
87

; 
s
u
b
s
c
r
i
p
-

t
i
o
n
 
T
V
 
i
n
 

O
c
t
o
b
e
r
 1
98

7.
 

N
e
t
w
o
r
k
 	

D
T

I 
m
a
r
k
e
t
 
e
n
t
r
y
 	

(P
E

A
U

) 
c
o
n
s
t
r
a
i
n
t
s
 

T
e
l
e
c
o
m
u
n
i
-
 

D
T

I 
(
I
A
E
2
)
 

c
a
t
i
o
n
s
 
I
n
d
u
s
t
r
y
 

R
a
d
i
o
 	

D
T

I 
(
I
A
E
)
 

f
r
e
q
u
e
n
c
y
 

s
p
e
c
t
r
u
m
 

N
e
e
d
l
e
t
i
m
e
 	

D
T

I 
(
H
E
2
)
 

D
T

I 
r
e
s
i
s
t
i
n
g
 

G
o
v
e
r
n
m
e
n
t
 

i
n
t
e
r
v
e
n
t
i
o
n
.
 

I
T
V
 
a
n
d
 
B
B
C
 

r
e
s
i
s
t
a
n
t
 
t
o
 

i
n
d
e
p
e
n
d
e
n
t
 

pr
od

uc
er

s.
 .

.C
on

sl
 

t
a
n
c
y
 
s
t
u
d
y
 
O
n
 

s
u
b
s
c
r
i
p
t
i
o
n
 

a
l
r
e
a
d
y
 
a
v
a
i
l
a
b
l
e
 



6.
 P
o
s
t
 
O
f
f
i
c
e
 
D
T
I
 

(
P
E
3
)
 

 

A
b
o
l
i
s
h
 
£
1
 
l
e
t
t
e
r
 

m
o
n
o
p
o
l
y
.
 

N
o
n
e
.
 

W
i
l
l
 
t
a
k
e
 
s
o
m
e
 

y
e
a
r
s
 
i
f
 
m
o
r
e
 

t
h
a
n
 
a
 
t
e
m
p
o
r
a
r
y
 

s
u
s
p
e
n
s
i
o
n
.
 

L
e
g
i
s
l
a
t
i
o
n
 

r
e
q
u
i
r
e
d
 
f
o
r
 

m
o
r
e
 
t
h
a
n
 
t
e
m
p
-

o
r
a
r
y
 
s
u
s
p
e
n
s
i
o
n
.
 

M
i
n
i
s
t
e
r
s
 

a
g
r
e
e
 
C
o
r
p
o
r
a
t
e
 

P
l
a
n
 
i
n
 
E
(
N
I
)
 

o
r
 
c
o
r
r
e
s
p
o
n
d
e
n
c
e
.
 

N
e
e
d
 
t
o
 
p
e
l
l
i
c
l
e
 

D
T
I
 
M
i
n
i
s
t
e
r
s
 
f
i
r
s
 

-
 
m
a
y
 
b
e
 
d
i
f
f
i
c
u
l
t
.
 

P
r
o
b
l
e
m
 
o
f
 
e
n
d
i
n
g
 

o
f
 
u
n
i
f
o
r
m
 
p
r
i
c
i
n
g
 

a
n
d
 
e
f
f
e
c
t
 
o
n
 

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

P
r
o
b
a
b
l
e
 
u
n
i
o
n
 

o
p
p
o
s
i
t
i
o
n
.
 

 

I
n
t
r
o
d
u
c
e
 
m
o
r
e
 

p
r
i
v
a
t
e
 
s
e
c
t
o
r
 
f
i
n
a
n
c
e
 

i
n
t
o
 
C
o
u
n
t
e
r
s
 
e
g
 

f
r
a
n
c
h
i
s
i
n
g
 
o
f
 
C
r
o
w
n
 

o
f
f
i
c
e
s
.
 

P
r
o
p
o
s
a
l
 
i
n
 
P
O
 

C
o
r
p
o
r
a
t
e
 
P
l
a
n
.
 

I
m
p
l
e
m
e
n
t
a
t
i
o
n
 
o
v
e
r
 

4
-
5
 
y
e
a
r
s
.
 

  
 

 

S
e
p
a
r
a
t
i
o
n
 
o
f
 

b
u
s
i
n
e
s
s
e
s
 
t
o
 
e
n
d
 

c
r
o
s
s
-
s
u
b
s
i
d
y
.
 

A
c
t
i
o
n
 
i
n
 
h
a
n
d
 

I
m
p
l
e
m
e
n
t
a
t
i
o
n
 
o
v
e
r
 

n
e
x
t
 
2
 
y
e
a
r
s
.
 

E
n
s
u
r
e
 
i
m
p
l
e
m
e
n
t
-

a
t
i
o
n
 
p
r
o
c
e
e
d
s
 
a
s
 

p
l
a
n
n
e
d
.
 

M
i
n
i
s
t
e
r
s
 
t
o
 

a
g
r
e
e
 
C
o
r
p
o
r
a
t
e
 

P
l
a
n
:
 
E
(
N
I
)
 
o
r
 

c
o
r
r
e
s
p
o
n
d
e
n
c
e
.
 

C
o
m
p
e
t
i
t
i
o
n
 
w
i
t
h
 

B
a
n
k
s
,
 
B
u
i
l
d
i
n
g
 

S
o
c
i
e
t
i
e
s
 
a
n
d
 

o
t
h
e
r
s
.
 

A
l
l
o
w
 
C
o
u
n
t
e
r
s
 
t
o
 	

A
c
t
i
o
n
 
p
l
a
n
 
c
o
n
t
a
i
n
e
d
 

o
f
f
e
r
 
m
o
r
e
 
s
e
r
v
i
c
e
s
 

(
m
a
i
n
l
y
 
t
o
 
p
r
i
v
a
t
e
 	

i
n
 
C
o
r
p
o
r
a
t
e
 
P
l
a
n
.
 

s
e
c
t
o
r
)
.
 



SU
PP

LY
 S

ID
E 

ME
AS

UR
ES

 -
 G

 -
 H

EA
LT

H 

S
U
B
J
E
C
T
 

D
E
P
A
R
T
M
E
N
T
 
&
 
T
R
E
A
S
U
R
Y
 

D
I
V
I
S
I
O
N
 
I
N
 
L
E
A
D
 

P
O
S
S
I
B
L
E
 
M
E
A
S
U
R
E
S
 

AC
TI

ON
 A

LR
EA

DY
 

I
N
 
H
A
N
D
 

NE
XT

 S
TE

PS
 

C
O
S
T
S
,
 

bE
NS

IT
IV

IT
TE

S 
ET

C 

P
e
r
s
o
n
a
l
 	

D
H
S
S
 
(
S
T
2
 
a
n
 
L
G
2
)
 

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

G
i
v
e
 
H
e
a
l
t
h
 

A
u
t
h
o
r
i
t
i
e
s
 
m
o
r
e
 

s
c
o
p
e
 
t
o
 
a
d
j
u
s
t
 

p
a
y
 
l
e
v
e
l
s
 

t
o
 
r
e
f
l
e
c
t
 
r
e
g
i
o
n
a
l
 

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

p
e
r
f
o
r
m
a
n
c
e
,
 
w
i
t
h
i
n
 

l
i
m
i
t
s
 
o
n
 
c
o
s
t
.
 

R
e
v
i
e
w
 
o
f
 
r
e
s
p
e
c
t
i
v
e
 

r
o
l
e
s
 
o
f
 
d
o
c
t
o
r
s
 
a
n
d
 

n
u
r
s
e
s
,
 
t
o
 
e
n
c
o
u
r
a
g
e
 

m
o
r
e
 
f
l
e
x
i
b
l
e
 
w
o
r
k
i
n
g
 

p
r
a
c
t
i
c
e
s
.
 

I
n
c
l
u
d
e
 
h
o
m
e
 
h
e
l
p
s
 

a
n
d
 
m
e
a
l
s
 
o
n
 
w
h
e
e
l
s
 

a
s
s
e
r
v
i
c
e
s
c
o
m
p
u
l
s
o
r
i
l
y
 

p
u
t
 
t
o
 
c
o
m
p
e
t
i
t
i
v
e
 

t
e
n
d
e
r
.
 

V
o
u
c
h
e
r
s
 
f
o
r
 
w
h
e
e
l
c
h
a
i
r
s
 

(
i
n
s
t
e
a
d
 
o
f
 
p
r
o
v
i
s
i
o
n
 

o
f
 
w
h
e
e
l
c
h
a
i
r
s
)
,
 
t
o
 

p
r
o
m
o
t
e
 
g
r
e
a
t
e
r
 

c
o
n
s
u
m
e
r
 
c
h
o
i
c
e
.
 

C
o
n
t
r
a
c
t
 
o
u
t
 

p
r
o
v
i
s
i
o
n
 
o
f
 
c
l
i
n
i
c
a
l
 

s
e
r
v
i
c
e
s
 
t
o
 
p
r
i
v
a
t
e
 

s
e
c
t
o
r
.
 

F
u
r
t
h
e
r
 
d
e
v
e
l
o
p
m
e
n
t
 

o
f
 
i
n
t
e
r
n
a
l
 m
ar
ke
t_
13
y 

 
H
A
s
 
(
c
r
o
s
s
-
c
h
a
r
g
i
n
g
,
 
2
)
 

p
u
b
l
i
c
a
t
i
o
n
 
o
f
 
w
a
i
t
i
n
g
 

t
i
m
e
s
 
i
n
 
d
i
f
f
e
r
e
n
t
 

a
r
e
a
s
)
.
 

Ne
ed
s 
to
 b
e 
ex
pl
or
ed
 

in
 T

re
as

ur
y,
 t

he
n 

wi
th
 D
HS
S.
 (
Al
so
 

R
e
v
i
e
w
 
B
o
d
y
 

di
ve
rs
io
n)
. 

N
o
n
e
.
 
N
e
e
d
s
 
t
o
 
b
e
 

ex
pl
or
ed
 i
n 
Tr
ea
su
ry
. 

De
pe
nd
s 
on
 p
as
sa
ge
 

of
 L

oc
al

 G
ov

er
nm

en
t 

Fi
na
nc
e 
Bi
ll
. 

N
o
n
e
.
 

S
o
m
e
 
t
e
m
p
o
r
a
r
y
 

in
it

ia
ti

ve
s 

un
de

r 
w
a
y
,
 
e
g
 
u
s
e
 
o
f
 

pr
iv

at
e 

ab
or

ti
on

 
cl
in
ic
s.
 

Un
de

r 
wa

y 
by

 N
HS

 
M
a
n
a
g
e
m
e
n
t
 
B
o
a
r
d
.
 

N
o
 
f
u
r
t
h
e
r
 
T
r
e
a
s
u
r
y
 

i
n
i
t
i
a
t
i
v
e
 
n
e
c
e
s
s
a
r
y
.
 

S
T
2
 
a
n
d
 
P
a
y
 

t
o
 
d
e
v
e
l
o
p
 

id
ea

s 
fo

r 
19
88
. 

ST
2 
to
 d
ev
el
op
 

id
ea

s 
fo

r 
19

88
. 

Ag
re
e 
wi
th
 

DH
SS

 a
nd

 D
OE

. 

Re
qu

ir
es

 l
eg

is
-

l
a
t
i
o
n
.
 
S
T
2
 

t
o
 
d
e
v
e
l
o
p
 

pr
op

os
al

s 
f
o
r
 1
98
8.
 

S
T
2
 
t
o
 
c
o
n
s
i
d
e
r
.
 

Mo
ni
to
r 
an
d 

r
e
p
o
r
t
 
p
r
o
g
r
e
s
s
.
 

Wh
et
he
r 
th
is
 w
ou
ld
 

de
li
ve
r 
ch
ea
pe
r 
re
su
lt
 

is
 q
ue
st
io
na
bl
e.
 

O
p
p
o
s
i
t
i
o
n
 
f
r
o
m
 

me
di

ca
l 

pr
of

es
si

on
. 

M
a
n
y
 
s
e
r
v
i
c
e
s
 

pr
ov
id
ed
 b
y 
vo
lu
nt
ee
rs
 

so
 l
ar
ge
 s
av
in
gs
 

u
n
l
i
k
e
l
y
.
 
O
p
p
o
s
e
d
 

b
y
 
N
A
L
G
O
.
 

O
p
p
o
s
e
d
 
b
y
 
H
e
a
l
t
h
 

M
i
n
i
s
t
e
r
s
,
 
a
n
d
 
b
y
 

D
i
s
a
b
l
e
d
 
L
o
b
b
y
 
(
i
f
 

ac
co
mp
an
ie
d 
by
 m
ea
ns
 

t
e
s
t
i
n
g
 
w
h
i
c
h
 
i
s
 
,
 

ne
ce

ss
ar

y 
to

 a
vo

id
 

d
e
a
d
w
e
i
g
h
t
 
c
o
s
t
)
.
 

R
e
q
u
i
r
e
s
 
r
e
-
t
h
i
n
k
i
n
F
 

p
o
l
i
c
y
 
o
n
 
u
n
c
o
n
v
e
n
-

ti
on
al
 f
in
an
ce
. 
Po
pu
_ 

wi
th

 p
at

ie
nt

s.
 D

is
li

 
by

 N
HS

 p
ro

fe
ss

io
na

ls
. 

He
al
th
 	

D
H
S
S
 
(
S
T
2
,
 
P
a
y
)
 

S
e
r
v
i
c
e
 
P
a
y
 

He
al
th
 	

D
H
S
S
 
(
S
T
2
)
 

S
e
r
v
i
c
e
 

w
o
r
k
i
n
g
 

p
r
a
c
t
i
c
e
s
 

He
al
th
 

S
e
r
v
i
c
e
s
 

D
H
S
S
 
(
S
T
2
)
 

11
 

H
o
s
p
i
t
a
l
 	

D
H
S
S
 
(
S
T
2
)
 

S
e
r
v
i
c
e
s
 



S
e
t
 
n
a
t
i
o
n
a
l
 
i
n
s
t
e
a
d
 
o
f
 
N
o
n
e
.
 
N
e
e
d
s
 
t
o
 
b
e
 

L
A
 
s
t
a
n
d
a
r
d
s
 
(
e
g
 
s
t
a
r
 

r
a
t
i
n
g
s
)
,
 
f
o
r
 
R
e
s
i
d
e
n
-

t
i
a
l
 
C
a
r
e
 
H
o
m
e
s
,
 

i
m
p
r
o
v
i
n
g
 
b
a
s
i
s
 
f
o
r
 

C
o
n
s
u
m
e
r
 
c
h
o
i
c
e
.
 

(
a
)
 
I
m
p
o
s
e
 
g
e
n
e
r
i
c
 

s
u
b
s
t
i
t
u
t
i
o
n
.
 

ex
pl
or
ed
 i
n 
Tr
ea
su
ry
. 

S
T
2
 
d
e
v
e
l
o
p
i
n
g
 

pr
op

os
al

s.
 

Pi
lo

t 
ex

er
ci

se
 

pr
op
os
ed
 f
or
 1
98
8.
 

P
u
t
 
p
r
o
v
i
s
i
o
n
 
o
f
 
d
r
u
g
 	

N
o
n
e
.
 

d
i
s
p
e
n
s
i
n
g
 
s
e
r
v
i
c
e
s
 

t
o
 
c
o
m
p
e
t
i
t
i
v
e
 
t
e
n
d
e
r
.
 

R
e
s
i
d
e
n
t
i
a
l
 
D
H
S
S
 
(
S
T
2
,
 
L
G
)
 

C
a
r
e
 
H
o
m
e
s
.
 

Dr
ug

s:
 I

np
ut

 D
H
S
S
 
(
S
T
2
)
 

t
o
 
F
P
S
.
 

8
.
 W
e
l
f
a
r
e
 
M
i
l
k
 
D
H
S
S
 
;
S
T
2
)
 

9
:
,
 
P
h
a
r
m
a
c
e
u
t
-
 
D
H
S
S
 
(
S
T
2
)
 

i
c
a
l
 
S
e
r
v
i
c
e
s
:
 

I
n
p
u
t
 
t
o
 
F
P
S
.
 

S
T
2
 
t
o
 
d
e
v
e
l
o
p
 

pr
op

os
al

s.
 

Pr
ob

ab
ly

 n
ee

ds
 

l
e
g
i
s
l
a
t
i
o
n
 

Ra
is
e 
ag
ai
n 

wi
th
 D
HS
S 
in
 

19
87
 S
u
r
v
e
y
.
 

Un
de

r 
di

sc
us

si
on

 
i
n
 
E
(
C
P
)
.
 

P
u
r
s
u
e
 
i
n
 

S
u
r
v
e
y
 
a
s
 
f
a
l
l
-

ba
ck

 t
o 

ef
fi

c-
ie

nc
y 

sa
vi

ng
s 

f
r
o
m
 
b
e
t
t
e
r
 
d
e
a
l
 

w
i
t
h
 
D
a
i
r
y
 

F
e
d
e
r
a
t
i
o
n
.
 

Wo
rk
 u
p 
pr
op
os
al
s 

t
o
 
p
u
t
 
t
o
 
D
H
S
S
.
 

C
o
u
l
d
 
b
e
 
i
m
p
l
e
-

me
nt
ed
 i
n 
19
89
. 

P
o
p
u
l
a
r
 
w
i
t
h
 

R
e
s
i
d
e
n
t
i
a
l
 
C
a
r
e
 
H
o
m
e
 

o
w
n
e
r
s
.
 
L
i
k
e
l
y
 
t
o
 
b
e
 

op
po
se
d 
by
 L
As
. 

Re
qu
ir
es
 c
o-
op
er
at
io
n 

of
 p

ha
rm

ac
is

ts
. 

Op
po
se
d 
by
 H
ea
lt
h 

M
i
n
i
s
t
e
r
s
,
 
d
o
c
t
o
r
s
,
 a

r 
dr
ug
 c
om
pa
ni
es
. 
Pu
bl
ic
 

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

at
 l
ea
st
 £
25
mp
a 
li
ke
l:
 

D
H
S
S
 
o
p
p
o
s
e
d
.
 

P
h
a
r
m
a
c
i
s
t
s
 
l
i
k
e
l
y
 

t
o
 
o
p
p
o
s
e
.
 
S
m
a
l
l
 

p
u
b
l
i
c
 
e
x
p
e
n
d
i
t
u
r
e
 

s
a
v
i
n
g
s
 
l
i
k
e
l
y
.
 

H
e
a
l
t
h
 
M
i
n
i
s
t
e
r
s
 

a
n
d
 
p
r
e
s
s
u
r
e
 
g
r
o
u
p
s
 

l
i
k
e
l
y
 
t
o
 
o
p
p
o
s
e
.
 

S
m
a
l
l
 
p
u
b
l
i
c
 

e
x
p
e
n
d
i
t
u
r
e
 
s
a
v
i
n
g
.
 

O
p
p
o
s
e
d
 
b
y
 
p
h
a
r
m
n
c
i
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 p
ri
va
ti
sa
ti
on
. 

LA
TC

C 
II

 s
ch

em
e 

to
 b
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 p
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y 

t
o
 
i
n
c
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.
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 C
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ra
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c
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 f
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A
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.
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id
er

at
io

n 
i
n
 
I
F
R
 
1
9
8
7
 

Wo
ul

d 
re

qu
ir

e 
CA

A 
re

vi
ew

. 
P
E
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. 

E
C
 
p
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b
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.
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ra
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r
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e
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n
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p
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.
 

P
o
s
s
i
b
l
e
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t
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p
t
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.
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p
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r
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P
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R
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c
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.
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p
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c
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c
e
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c
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d
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c
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n
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c
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.
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n
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r
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y
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e
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.
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s
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P
u
t
 
r
o
u
t
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s
 
o
u
t
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o
 

t
e
n
d
e
r
 

D
e
r
e
g
u
l
a
t
i
o
n
 
o
f
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u
s
e
s
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n
 
L
o
n
d
o
n
 

R
e
d
u
c
e
 
c
o
n
s
t
r
a
i
n
t
s
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n
 
L
U
L
/
N
S
E
 
p
r
i
c
e
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i
s
e
s
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P
r
i
v
a
t
i
s
a
t
i
o
n
 
o
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L
U
L
.
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u
s
 
E
n
g
i
n
e
e
r
i
n
g
 

L
i
m
i
t
e
d
 
o
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t
 
t
o
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e
n
d
e
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.
 

P
r
i
v
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t
i
s
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t
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n
 
o
f
 
S
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r
o
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a
b
l
y
 
r
e
q
u
i
r
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s
 

l
e
g
i
s
l
a
t
i
o
n
.
 

In
 h

an
d 

Tr
an
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 b
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B 
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je
ct
iv
es
 

r
e
q
u
i
r
e
 
f
a
r
e
s
 

st
ru

ct
ur

e 
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si
ng
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t
o
 
r
e
f
l
e
c
t
 
c
o
s
t
 
o
f
 

pr
ov
is
io
n;
 n
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 L
RT
 

ob
je
ct
iv
es
 w
il
l 
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 t
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sa
me
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nd

 b
re

ak
 l
in
k 

wi
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 B
R 

NS
E 

fa
re

s 
an

d 
i
n
f
l
a
t
i
o
n
.
 

No
 c
ur
re
nt
 p
ro
po
sa
ls
. 

Di
ff
ic
ul
t 
to
 d
o 
in
 

wa
y 
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cr
ea
si
ng
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mp
et
it
io
n 
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op
e 
fo
r 

fr
an
ch
is
in
g 
ov
er
 

de
fi
ni
te
 p
er
io
d.
 

No
 c

ur
re

nt
 p

ro
po

sa
ls

. 

S
D
D
 
w
o
r
k
i
n
g
 
u
p
 

pr
op
os
al
s 
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 c
on
su
lt
-

a
t
i
o
n
 
w
i
t
h
 
D
T
p
.
 

U
n
i
o
n
 
o
p
p
o
s
i
t
i
o
4
1 0
  

Un
io

n 
op

po
si

ti
on

 
Re
st
ru
ct
ur
in
g 
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st
s.
 

Pr
ob
le
ms
 w
it
h 
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in
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se
rv
ic
es
 a
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co
ng
es
ti
on
. 

El
as
ti
ci
ty
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f 
de
ma
nd
 

f
o
r
 
s
e
r
v
i
c
e
s
.
 

U
n
i
o
n
 
o
p
p
o
s
i
t
i
o
n
.
 

R
u
r
a
l
 
s
e
r
v
i
c
e
s
 

p
o
l
i
t
i
c
a
l
l
y
 

s
e
n
s
i
t
i
v
e
.
 
P
r
o
b
l
e
m
s
 

e
n
s
u
r
i
n
g
 
c
o
m
p
e
t
i
t
i
o
n
,
 

I,
 

Mi
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st
er
s 
to
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ns

id
er

 i
n 

a
u
t
u
m
n
.
 

Te
nd
er
in
g 

Fu
rt

he
r 

en
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li
ng

 
le
gi
sl
at
io
n 

DT
p 

pr
op

os
e 

im
pl
em
en
ta
ti
on
 

1
9
9
0
.
 
L
R
T
 
t
o
 

pr
ep
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e 
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r 

de
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ti
on

, 
r
e
s
t
r
u
c
t
u
r
i
n
g
,
 

et
c 
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re
 1

99
0.

 

N
e
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L
R
T
 
o
b
j
e
c
t
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i
n
a
l
i
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n
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d
 
a
g
r
e
e
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.
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P
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RE
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P
u
b
l
i
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P
u
r
c
h
a
s
i
n
g
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r
e
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s
u
r
y
 
-
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A
/
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E
 

F
u
r
t
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/
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e
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c
t
-
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b
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c
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n
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n
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r
 
p
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r
c
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s
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n
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g
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i
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.
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.
 

I
m
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v
e
m
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n
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G
A
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A
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r
e
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o
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c
u
r
e
m
e
n
t
 
d
u
e
 

t
o
 
c
o
m
e
 
i
n
t
o
 
e
f
f
e
c
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p
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b
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p
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p
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.
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p
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p
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c
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.
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.
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c
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r
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c
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b
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c
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b
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p
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c
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p
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c
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b
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p
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C
h
a
r
g
i
n
g
 
f
o
r
 
F
C
O
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A
E
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1
/
I
A
E
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e
r
v
i
c
e
s
 
t
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e
x
p
o
r
t
e
r
s
 

o
v
e
r
s
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a
s
 

I
n
t
r
o
d
u
c
e
 
c
h
a
r
g
i
n
g
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r
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i
c
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p
r
o
v
i
d
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b
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O
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r
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en
ta
ti
on
 

su
bj
ec
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e
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r
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r
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r
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u
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n
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n
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r
g
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n
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s
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u
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h
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i
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r
e
 
r
e
l
u
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n
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s
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r
v
i
c
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h
i
t
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p
r
o
v
i
d
e
d
 
f
r
e
e
 
a
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p
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r
t
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vi
ew
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t 
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 c
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B.
 

E
n
d
 
E
C
 
q
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o
t
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r
e
g
i
m
e
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u
c
e
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e
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n
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m
p
l
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e
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i
n
g
 

n
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r
e
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1
.
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.
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i
r
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o
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a
l
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r
i
t
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s
 

t
o
 
p
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.
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t
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r
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r
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.
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d
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g
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c
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c
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.
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b
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c
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d
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n
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d
 

p
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u
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w
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c
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)
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d
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e
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r
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t
i
v
e
)
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r
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.
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t
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d
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c
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o
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.
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i
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c
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c
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c
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.
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p
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c
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t
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t
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n
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b
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n
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.
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y
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b
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c
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)
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c
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t
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s
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/
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e
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c
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c
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i
v
e
n
e
s
s
 
a
n
d
 

f
r
e
q
u
e
n
c
y
 
o
f
 
r
e
v
a
l
u
-
 

a
t
i
o
n
s
 
r
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c
o
r
d
e
d
 
i
n
 

r\
 

c
o
m
p
a
n
y
 
a
c
c
o
u
n
t
s
.
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c
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h
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p
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I
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c
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d
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e
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.
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p
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p
r
o
f
e
s
s
 

"
T
h
e
 
C
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p
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r
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c
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b
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.
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b
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.
 

(e
) 
Le
gi
sl
at
e 
to
 e
nc
ou
ra
ge
/ 

r
e
q
u
i
r
e
 
c
o
m
p
a
n
y
 
r
e
p
o
r
t
s
 

t
o
 
r
e
v
e
a
l
 
e
c
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.
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p
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i
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i
d
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r
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M
 
T
r
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u
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i
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(
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I
M
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,
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A
E
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,
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F
P
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.
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b
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R
e
d
u
c
e
 
c
o
s
t
s
 
t
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c
o
m
p
a
n
i
e
s
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n
d
 
P
E
P
 

m
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n
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e
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s
 
o
f
 
m
a
i
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i
n
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s
h
a
r
e
h
o
l
d
e
r
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,
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d
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n
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e
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c
e
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r
a
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a
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t
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.
 

S
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.
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d
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t
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P
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r
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s
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.
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m
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n
y
 
r
e
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n
t
s
:
 

-
 
m
a
n
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y
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n
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,
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s
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t
 
p
r
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s
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n
t
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o
p
t
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o
n
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l
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r
t
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r
m
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r
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d
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s
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.
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I
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c
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r
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p
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.
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.
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b
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c
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p
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c
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p
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p
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r
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p
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r
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e
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r
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SECRET 

FROM: P D P BARNES 
DATE: 	n July 1987 

cc PS/Chief Secretary 
PS/Financial Secretary 
PS/Paymaster General 
PCC 
Mr Byatt 
Mr Monck 
Mr Burgner 
Mr A Edwards 
Mr Gilmore 
Mr Hawtin 
Mrs Lomax 
Mr Moore 
Mr Mountfield 
Miss Peirson 
Mr Scholar 
Mr Spackman 
Mr Gray 
Mr Guy 
Mr Cropper 
Mr Tyrie 

SUPPLY SIDE MEASURES 

The Economic Secretary has seen Mr Monck's submission to the 

Chancellor of 23 July. 

2. 	The Economic Secretary had the following additional ideas for 

supply side measures:- 

Labour Market  

Phase out retirement earnings rule. 

Housing  

Review/abolish Housing and Homeless Persons Act. 

Education  

Extend all "Baker" plan reforms to Scotland. 



SECRET 

011 	iv) 	Introduce per capita funding for higher education. 

v) 	Encourage schools etc to open or hire out swimming 

pool sports facilities outside school hours or when 

not in use. 

Energy  

Raise limit of employment in private pits. 

Auction on-shore oil licences. 

.\ 	viii) 	Nullify British Gas contracts with suppliers, specifying 

no future direct supplier through grid. 
: 

Communications  

ix) 	Privatise Post Office and end monopoly. 

Health  

Introduce internal market in operations/treatment 

between area health authorities. 

Introduce tax rebate for medical insurance up to 

(fraction of) average cost of NHS treatment for each 

age band. 

Transport  

Privatise buses in Scotland 

Financial Services  

Encourage TSA to allow cold calling by telephone to 

recruit new investors (not to transact business). 

Review/abolish Control of Borrowing Order and new 

issue queue. 

P D P BARNES 

Private Secretary 
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FROM: P D P BARNES 
DATE: 	4 July 1987 

cc PS/Chief Secretary 
PS/Financial Secretary 
PS/Paymaster General 
PCC 
Mr Byatt 
Mr Monck 
Mr Burgner 
Mr A Edwards 
Mr Gilmore 
Mr Hawtin 
Mrs Lomax 
Mr Moore 
Mr Mountfield 
Miss Peirson 

1111111111MENt 
Mr Spackman 
Mr Gray 
Mr Guy 
Mr Cropper 
Mr Tyrie 

SUPPLY SIDE MEASURES 

The Economic Secretary has seen Mr Monck's submission to *1-14‘ 

Chancellor of 23 July. 

2. 	The Economic Secretary had the following additional ideas for 

supply side measures:- 

Labour Market  

Phase out retirement earnings rule. 

Housing  

Review/abolish Housing and Homeless Persons Act. 

Education 

Extend all "Baker" plan reforms to Scotland. 

SECRET 
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The Paymaster General has seen 

Chancellor of 23 July, which he 

worthwhile quarry. 

FROM: S P JUDGE 
DATE: 5 August 1987 

• CONFIDENTIAL 

v- 
cfr),ST- 

e 
Vs-\ 	tfrv- 

05UPPLY STD MEASURES 

tex. 	k.e,tv• 

a° 
rogs 

ci) '  
;pit' AAvtAvt 

tit-- 	Rik 

PS/Chief Secretary 
PS/Financial Secretary 
PS/Economic Secretary 
PCC 
Mr Byatt 
Mr Monck 
Mr Burnger 
Mr A Edwards 
Mr Gilmore 
Mr Hawtin 
Mrs Lomax 
Mr Moore 
Mr Mountfield 
Miss Peirson 
Mr Scholar 
Mr Spackman 
Mr Gray 
Mr Guy 
Mr typerkod- 
Mr 	e 	(fbv ip,Alf 	(0-) 

A-tA^ 

et 

(5$jA,0 11" 	% 	(c) 
wr" 

v\tAit b̀Y;;111)  it) e- 
Mr Monck's submission to the 

found a very interesting ar0 

1LA  
if 

"f  

i. 	C.1 (Higher EduedLion): the Paymaster thinks it  LPAA.  
V 

would be worth a Minister having a word with Mr Jackson. 

He is unsure how much the final column ("DES unenthusiastic 

and reluctant to proceed") reflects Ministerial or official 

reaction, but his reports are that Mr Walden, who came 

to HE in part by accident, had specific rather than general 

interests. 	He thinks Mr Jackson is likely to be more 

sympathetic on science and engineering; 

F.4 (Needletime): what is the significance of 

this - is it a restrictive practice? (Mr Gilmore); 

2. 	He had a few detailed comments. I would be grateful 

the underlined officials could arrange for short notes on them: 
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11.13.4 (Privatisation of London Underground): why 

is DTp opposed to this? (Mr Gilmore); 

K.3 (Abolish VAT on sales of gold coins): the 

Paymaster is attracted to this, recognises the risk of 

attendant flak, and is prepared to live with this; 

M.2 (Industrial R&D): given the strong line we have 

taken on EC R&D (in particular the Italian research centre), 

how good a reading do we have on the quality of the R&D 

we fund at DTI research establishments? (Mr Burgner). 

S P JUDGE 
Private Secretary 

• 
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FROM: CATHY RYDING 

DATE: 13 AUGUST 1987 

PH1/136 

MR MONCK 

SUPPLY SIDE MEASURES 

cc PS/Chief Secretary 
PS/Financial Secretary 
PS/Economic Secretary 
PCC 
Mr Byatt 
Mr Burgner 
Mr A Edwards 
Mr Gilmore 
Mr Hawtin 
Mrs Lomax 
Mr Moore 
Mr Mountfield 
Miss Peirson 
Mr Scholar 
Mr Spackman 
Mr Gray 
Mr Guy 
Mr Cropper 
Mr Tyrie 

The Chancellor was most grateful for your and Mr Byatt's very 

comprehensive paper of 23 July. 	He has also seen PS/Economic 

Secretary's minute of 28 July and PS/Paymaster General's minute of 

5 August. 

2. 	The Chancellor would like to hold a meeting on your submission 

as you suggest in paragraph 14. Meanwhile, he would be grateful if 

you and Mr Byatt could let him know your own "top ten" from this 

list: we clearly need to decide where to press hardest and to 

devote resources. (Also, do we need a supply side unit?) 

CATHY RYDING 
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CONFIDENTIAL 

FROM: N MONCK 

DATE: 12 October 1981 

CHANCELLOR OF TBE EXCBEWER cc Chief Secretary 
Financial Secretary 
Paymaster General 
Economic Secretary 
PCC 
Mr Byatt 
Mr Burgner 
Mr A Edwards 
Mr Gilmore 
Mr Hawtin 
Mrs Lomax 
Mr Moore 
Mr Mount field 
Miss Peirson 
Mr Scholar 
Mr Spackman 
Mr P Gray 
Mr Wynn Owen 
Mr Cropper 
Mr Tyrie 
Mr Call 

SUPPLY SIDE MEASURES 

You are holding a meeting tomorrow afternoon to discuss the submission which 

Mr Byatt and I sent you on 23 July. There has been considerable progress since 

then. The Economic Secretary suggested some additional measures (minute of 28 July) 

and you have received the promised submissions. So the state of play summary 

and some of the individual measures are therefore no longer up to date. But the 

questions in para 2(a) to (c) of my covering minute still provide relevant agenda 

items. In brief these were: 

whether the list of measures was adequate in scale; 

which were the most important areas and whether you saw major gaps or 

imbalances; 

whether, as part of the follow up, you want to push some measures outside 

your own responsibility (or to drop some)? 

"Top Ten" 

-2. You asked (Mrs Ryding's note of 13 August) Mr Byatt and me to contribute to 

1. 
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(b) above by nominating a top 10. This is not easy but we suggest the following 

references to annexes in brackets): 

Increase labour mobility. Housing policy, including the supply of housing 

land, is one key element (B5); 

(b) Increase pay flexibility in public sector and elsewhere (especially 

regional differentiation which is another key to labour mobility) and 
L00 

4oPOPQ 	attack pay review bodies (A9, 12, 14, G1); v,4„r 

Trade policy. Avoid protectionist measures. Roll back voluntary export 

agreements, protectionist public procurement etc. (L2, J1-2, Ll also 

relevant); 

Tax policy - reduce marginal tax rates and reduce distortions to savings 

instruments (A2, K6); 

Reduce subsidies to, and raise the rate of return in, nationalised 

industries (El); 

Get a competitive solution to electricity (and coal) privatisation (D6, 

D5); 

Get agreement on a longer term framework for the reform of the CAP (L6); 

Liberalise - ie more choice, competition and more private money - in 

health and education (C6, G5, 6, 9); 

Improve information in accounts (public and private sector) for investors 

and consumers (K4 and L1). 

As set out here this is only 9. This allows either training (C2) or FIM's 

candidate of wider share ownership measures (eg K5) to be added. 

FOLLOW UP 

Most of the Top Ten are already in hand, as you know, and so are many of the 

Other items in the annexes. They probably do not call for discussion at your 

meeting unless you see a need to exert some new pressure on your colleagues at 

this point. Treasury divisions will pursue them as part of their continuing work. 

But it is useful for them to know that you support the measures, give high priority 

to work on them and to keep you in touch, and that you are ready to intervene 

2. 
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lillur 

f officials run into roadblocks. Some particular cases where we suggest you 

sue these measures through E(CP) or in correspondence are mentioned in paras 6-10 

below. 

A Supply Side Unit? 

5. We do not see a case for a supply side unit. The natural and more effective 
arrangement is for lead Treasury divisions to be responsible for following up 

specific measures, including liaison with responsible departments. IAE3 can do 

a light co-ordination job amounting to a periodic progress check, just as they 

do on the work of E(CP). 

E(CP) 

You will want to use E(CP) as a vehicle for pushing forward work on supply 

side issues. Since the Election the Committee has been given some renewed impetus 

(although the latest meeting had to be cancelled because of the Lord Chancellor's 

illness). Most of the items identified as E(CP) possibilities in the state of 

play summary in the submission of 23 July are being pursued there. The next meeting 

(probably after the Autumn Statement) will cover: 

- legal profession; 

- other professions more generally; 

- drugs procurement (Mr Fowler's letter of 29 September); CL-e-x-i-h CcfNip.LALIKa_W-Jt 
paqX2.4* tXt.tc4A.3) 

- needle time. 

Radio frequency spectrum management should be taken in the New Year. Licensing 

opencast coal and other private mining activities will be discussed separately. 

scpYi4  
The Lord Chancellor's paper E(CP)(87)8 on the Legal Profession has been described 

in a Cabinet Office minute to you as "largely an argument for doing nothing", 

at least about the fusion of barristers and solicitors. A note on barristers 

by HE is annexed to this minute. 

Lord Young has invited additional proposals for inclusion in the Competition 

Initiative following the E(CP) conclusion that the existing document - Annex A 

to E(CP)(87)6 - might be expanded. 
7v,Y1  

Most of the obvious candidates are already included. But you may want to 

consider at your meeting whether to write to Lord Young with further suggestions. 

Procedurally it may be sensible to regard the Competition Initiative document 

3. 
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s setting out the sort of issues suitable for E(CP). That will obviously exclude 

x or other issues which you will pursue separately. (Demarcation issues may 

arise concerning the dividing line between the work programmes of E(CP) and the 

new de-regulation group, MISC 133.) The Financial Secretary's letter to Lord Young 

of' 8 September said "We are looking at a number of areas for possible inclusion 

Nc113>?.. in the Action Plan and I hope to write to you again in the near future". The 

possible content of a letter is in para 10(e) below. 

...0 	Specific items for discussion at your meeting 

10. Although most of the measures do not need to be discussed, it would be useful 

to cover a few of them: 

"Protection and the Consumer" (L1) 

Do you want to send an (up-dated) version of the draft letter on this 

to Lord Young (Mr Redley's submission to you of 19 August)? 

Competitive tendering for drug dispensing services (G9) 

ST think a Ministerial letter to Mr Moore would be timely; 

Barristers  

.4o  n 

the light of the annex and the Lord Chancellor's paper do you wish 

intervene or not? If you do, would you prefer to write to wait for 

the E(CP) discussion? 

Labour mobility  

Is there a case for an initiative on building land, especially in view 

of the continuing rise in house prices in the South East and the widening 

of the regional differentials or should internal work be done first? 

Competition initiative document  

If you wanted to suggest formal additions to the Action Plan, the 

candidates might be (a) above, the telecommunications sector (F2) and 

liberalisation of capital movements in the EC (L4). The supply of 

building land (B5) might be anothcr. 

NMONCK 

II 
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SUPPLY SIDE MEASURES: BARRISTERS 

rictive practices 

The professions in general are a special case of restrictive 

practices, and this is recognised in law: the Restrictive Practices 

Act 1976 makes specific exception for the legal and other professions 

from the overview of the Office of Fair Trading on the grounds that 

their regulations are in the interests of professional standards 

and are not simply a restraint of trade. 

Within the legal profession, there is strict demarcation between 

the work of barristers and solicitors, and this is reflected in 

the existence of two separate professional bodies in the Law Society 

and the Bar Council. The latter represents only some 12% of the 

total legal profession in private practice, and is particularly 

active in preserving the status quo. The most notable restrictive 

practice is that only barristers have rights of audience in the 

higher criminal courts, le Crown Court and above. A lesser 

restrictive practice is that if a senior QC is engaged, he should 

be accompanied by a junior counsel also, although the profession 

has moved recently to reduce this restriction. There are restrictions 

also on the forming of joint practices between solicitors and 

barristers, and between solicitors and non-legal professionals. 

We have not in previous exercises been able to identify other specific 

restrictive practices on the part of the Bar which are still in 

place, although we think that the discrimination is reflected in 

promotions to the judiciary. Solicitors nevertheless have 

restrictive practices of their own which barristers envy, particularly 

the direction of legal business to preferred sets of Chambers, and 

the habit of delaying payment for work done until litigation is 

concluded. Some of these practices were identified and criticised 

by the Director General of Fair Trading in a report in June 1986 

prepared at the request of E(CP) but no action was taken because 

the Marre Committee (see para.6 below) had by then been set up. 

a' 

Benson Commission 

The last major review which covered the general issue of 

demarcation of barristers and solicitors was the Royal Commission 

1. 



UUN.elDENTIAL 

on Legal Services chaired by Lord Benson which reported in 1979. 

conclusion, which was accepted by the Government, was that 

should be no change in rights of audience, since in their 

view the specialisation of barristers in advocacy was in the public 

interest. LCD has proved resistant to Treasury suggestions that 

the issue should be re-opened, and legal Ministers have for the 

most part exercised a powerful influence in the same direction. 

The present arrangements for rights of audience were confirmed in 

a reference in the Legal Aid White Paper in March of this year. 

Financial and economic issues   

The financial and economic implications of restructuring of 

the legal profession are more complex. Earnings in both halves 

of the profession are not subject to the full play of market forces. 

There are restrictions on advertising by barristers (solicitors' 

restrictions have been lifted), but the cartel effect in solicitors' 

work has been eroded by the loss of their monopoly over conveyancing 

work. 	A further distortion of the market for barristers is that 

the Government is by far the biggest single employer, since all 

prosecutions are publicly funded, and the Government pays for a 

high proportion of criminal defence work through the legal aid fund. 

The Government has direct control over the rates paid for prosecution 

and defence work, and the degree of control has been tightened by 

such measures as standard fees and standard rates. The level of 

earnings broadly reflects that which can be attained by other leading 

professions, although in the long term earnings will need to continue 

to attract recruits of sufficient calibre to the profession to meet 

the needs of the Government and other clients. Rarristers earnings 

are undoubtedly under pressure, but this is partly due to serious 

over-supply of barristers since recruitment campaigns in the 1970s. 

Solicitors in general cost more for comparable work than do 

barristers, since it is an accepted feature of solicitors' remuneration 

that their cost structure includes overheads, as compared to 

barristers who are in effect self employed. 

Marre Committee  
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currently being reexamined by the Marre Committee, which was 

up in April 1986 by the profession itself to examine once more 
ie issues of whether legal services meet the needs of the public 

and to report on whether the structure or practice of the profession 

could be revised in the public interest. The Committee was set 

up at the time of the Bar's litigation against the Lord Chancellor 

over remuneration, and is expected to gather evidence until next 

Easter. The Chairman) is Lady Marre, who is a non-lawyer, and the 

committee comprises - 6 barristers, 6 solicitors, and 6 lay members. 

There is no expectation within Government at this stage that anything 

radical will emerge. 

Another pressure for improved efficiency in the profession is 

the Efficiency Commission, which was set up as a joint body between 

both halves of the profession and Government after the remuneration 
dispute in 1986. 	But by March 1987 it had achieved virtually nothing 

beyond a qualified announcement about the circumstances in which 

a senior QC would appear alone. 

In our view, the background to previous examination of the issues 

described above suggests that there will be no substantial progress 

on removing demarcation within the legal profession without a Royal 

Commission and probably legislation as well. There is no reason 

why the Government should not put in a paper to the Marre Committee 

with its views, but since the committee is owned by the profession, 

this would have little benefit other than publicity value. 

The best opportunity to reopen the issues within Government 

is that the previous Lord Chanceflor committed himself Lo a paper 

for E(CP) this autumn on competition in the legal profession and 

on the Efficiency Commission. The paper has been circulated as E(CP)(87)8. 
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