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PRIME MINISTER 28 September 1984

REVIEW OF REGIONAL INDUSTRIAL POLICY
E(A) ON 3 OCTOBER

1. The right way of judging Mr Tebbit's recommendations is

to test them against guestions which refuse to lie down:

What has the money spent on regional aid - £20

billion at 1982 prices over 20 years - actually

bought? The appalling fact is that we don't know
——— S A
because we have no adequate monitoring mechanisms.

(The 1983 White Paper estimated, cautiously, that
about half a million jobs had been 'created' in the

e — —

Assisted Areas. But it added that many of these

= . . .
would have arisen in the non-assisted areas anyway,

h.
so we have paid about £40,000 to transfer each

—

J0D Y.

———

Does regional aid square with the government's

intentions to free up markets, to withdraw from

———

industrial intervention, and to spread and lower
S i

the burden of taxation?

If (as the White Paper said) the aim is to even up

regional inequalities in employment opportunities,

—

are grants to companies the right way of going

about 1t? Don't regional handouts tend to

reinforce labour market rigidities? The worst

areas remain virulently anti-capitalist.

—




Because Regional Development Grants are automatic,

e ———

the taxpayer chips in more as industry is able to
—_— — ——

invest more. What is the point of that?

— T ______'_‘_‘——-1

Do grants really influence where companies invest,
sl

or are they just a handy contribution?

We promote regional aid in order to compete for
——————————

'mobile' overseas investment. How far should we be

engaging in subsidy war? If we have to, do our

. ‘—-——‘h 3 -
efforts undermine established UK companies?

2. Mr Tebbit's recommendations address only some of these
questions.

We strongly support:
_-————'—Q

i. The reduction of bias towards capital investment in
#_—-

manufacturing; the inclusion of service industries;

— e ——

job grants as an alternative to capital grants; and

limitations on capital grants if they do not yield
___,_.-——-____'_'-‘—l——_
a given level of jobs.

Reducing the present three tiers of assistance to

————

two.

p—

iii. The intended reduction of public expenditure (but
s o

see 'debit' below).

On the 'debit' side

There is nothing about monitoring or controlling

the expenditure. This is really a very serious
omission.

p—

cﬁ_ T —

In the short term, expenditure actually rises. Eg




vi. The recommendations for a new Assisted Area map
look costly and would be difficult to defend in
A

public.
S————
vii. By leaving in place the essentials of the old
Pr———

policy, the new proposals ignore the philosophical

——

weaknesses of its foundations.

—

You should remind spending Ministers of these deeper doubts.

You could also remind them that regional aid comes on top of

many more billions handed out through Rate Support Grant and

naionalised industry funding. If Ministers put all this on

one side (and they probably will) E(A) has to decide:

—_—

- how to set and control levels of expenditure.
—— L —

- how to draw the map.

3. Setting and Controlling Expenditure

Officials found genuine difficulty with E(A)'s earlier

remit to 'find savings of £150 - 200 million' because it was

not clear from what levels they should count.

We recommend that, this time round, E(A) should set levels
e —

of expenditure, not of savings. Pressures on public
i~ —

spending and the unsoundness of regional policy dictate that

the expenditure should be set low.

We suggest £250 - 300 million cash per annum for each of the

F—'—_"—_—"‘——-—-_.___‘
next three years, ie £200 - 250 million less than the

————

current year's provision.

Controlling the expenditure is another matter. We cannot
————

have the kind of open ended obligations on the taxpayeF

which Mr Tebbit's recommendations would perpgghate.




He favours a 15% rate of Rggional Development Grant in the

inner tier, topped up with Regional Selective Assistance;

and Regional Selective Assistance alone in a much larger
——— ey

. -_‘_'-_-—""‘
outer tier.

Y

We do not see the need for Regional Selective Assistance,

either as a top up or on its own. It should be abolished.

~We like the proposal for 15% RDG in the inner tier, but
e
suggest 10% RDG for the outer, provided that both tiers are
E. -

more tightly drawn (see 'Map‘Coverage' below).

— - ——y

If RDG itself is to remain automatic, it should beqmmﬁ;

limited. There will be some queueing, but we do not see
N —————

that as serious. Alternatively, you could make the approval
—
of RDG (but not the rates) discretionary. Either way, you

—e

have control.

We agree with Mr Tebbit's proposal for a £3,000 job grant as

an alternative to capital grant, but suggest it be paid over

three years. Some of the jobs 'created' in the regions do

L am

e e |
not last long. —
e g

Finally, you should insist on proper monitoring - not just a

record of what has been paid out, but what it has bought.

No private sector company ventures millions of pounds on a

risky project without keeping close watch on the results.

Yet Government does with regional aid. It is a scandal.

The Map

We dislike Mr Tebbit's proposal for extending the Assisted
e e ——
Areas coverage from its present 27.5% of working population
" ——- i
to over 37%. It will be costly and, as proposed, is a
"F. . e —————
fudge. e is reluctant to see much in the way of area

downgrading - yet if Regional §5iYEy 'works' at all that is

precisely what should happen. We just cannot afford a

ratchet. 3




5.

Worse, larger coverage conflicts with the need to save

"_——“\-—-? .
money, so we then have to play games between inner and outer

tiers, and between outer tiers and non assisted areas. For

instance, on objective unemployment criteria, parts of the

West Midlands should qualify as inner tier areas, yet Mr
L - ’-__"—-'———__.________-

Tebbit recommends no more than outer tier status. Similarly,

parts of the South West and Scotland should drop down or
out, yet he finds 'potential'"reasons for keeping‘ them in.

It is specious to argue that larger map coverage enables us
qE———

to maximise our take from European regional funds. So it

— e —
may, but it will still cost us more in nett terms.

——

When questions in Parliament and in the country arise as to

how the new map was drawn, Mr Tebbit's recommendations will

not be defensible. So on cost and presentation grounds we
Com e e—— : - .
argue for an Assisted Area map which is drawn up strictly

objectively, and covers no more than the present proportion

of the working population. We suggest an inner tier of 10%

and an outer tier covering 15%.

Summary

We recommend:

1. A two tier map, with 10% of working population in the

inner tier and 15% in the outer.

2. The abolition of Regional Selective Assistance;

Regional Development Grant Rates set at 15% for the

tier and 10% for the outer.

3. As an alternative to capital grant, a job grant of
£3,000 maximum for the inner tier (pro rated to £2,000 for

the outer) payable over three years.




4. Limiting capital grants to the equivalent of £10,000 per

job in the inner tier, pro rated to £6,700 in the outer.
— - == e — A ——— SR

5. Cash limits to be applied to RDG, set at £250 million
per annum for each of the next three years. —m—

e e e el
6. An effective monitoring mechanism.

ROBERT YOUNG
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Treasurvy Chambers, Parliament Street, SWIP 3AG

’~7September 1984

Rt Hon George Younger TD MP
Secretary of State for Scotland
Scottish Office

Dover House

London
SW1A 2AU

B Sl

REGIONAL POLICY REVIEW

Thank you for copying to me your letter of,ﬁ'September to

Nigel about the level of savings to be achieved on regional
policy. I note what you say. We will be able to take forward

our consideration of this gquestion when we discuss regional policy
changes in E (A)

2 I am sending copies of this letter to other members of
E(A) and to Sir Robert Armstrong,




DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET
LONDON SWIH O0ET

Telephone (Direct dialling) 01-215)
GTN 215)
(Switchboard) 215 7877

5186

From the Minister of State for Industry

Norman Lamont MP

The Rt Hon Kenneth Baker MP

Minister of State for Local Government

Department of the Environment

2 Marsham Street

LONDON

SWl /5;L September 1984

o ot 14,

When Irwin Bellwin wrote to Nigel Lawson on 15/August, commenting
on Norman Tebbit's letter of 6 August about the handling of the new
Assisted Area Map, he referred’to the question of transitional ERDF
arrangements for those areas losing AA status.

On the previous occasion, when some 18% of the population lost AA
coverage, the Commission paid on projects which were 50% completed
at the time of descheduling; this is therefore now presumably an
acceptable precedent, and one could reasonably expect the same
thing to happen again. We might therefore simply ask the
Commission to confirm that this is so, and if you agree, we will
put it in hand. It is just possible, however, that they may want
to know the scale of the problem before committing themselves; in
that case, we would not want to give them chapter and verse until
we had made our final decision and confirmed that DGIV would not
make serious difficulties. This is because, unlike DGIV, the
Directorate responsible for the ERDF is constantly receiving
deputations from our local authorities about ERDF aid, and might
give something away inadvertently.

I find it difficult to envisage how this issue might influence the
timing of our announcement, especially since the areas losing AA
status seem likely to be outnumbered by those gaining it, at least
on the outer tier.

MONAGQ




I am sending copies of this letter to members of E(A), the Lord
Privy Seal, members of L Committee, Sir Robert Armstrong, and the
First Parliamentary Counsel.
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NORMAN LAMONT
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DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET

LONDON SWIH 0ET g4,

TELEPHONE DIRECT LINE 01-215
SWITCHBOARD 01-215 7877

Secretary of State for Trade and Industry

é September 1984

The Rt Hon George Younger MP
Secretary of State for Scotland
Scottish Office

Whitehall

LONDON SW1A 2AU

s e

REVIEW OF REGIONAL POLICY: EC CONSULTATION
Thank you for your letter of 17 August.

I must say that I do not see what point there would be in telling
the Commission of the work on synthetic indices without giving them
the results of applying them to the individual TTWAs. The whole
purpose is to save time when we come to negotiate our final
proposals. At that time, the Commission will in any case require
the results of applying the index, together with our justification
for departures from it; so that insisting on concealing the results
now is not going to influence their attitude except, perhaps, to
make them more suspicious and hostile.

2 Our advice is that the Commission will not accept the index as
a mere"starting point"; they see it as the whole basis of AA
designation, and they will accept departures from it only
exceptionally. Thus, if our decisions reflect another approach, we
shall need to beware of enforced downgradings at the end of the
day. As an example of what we may face, we understand that, after
2% years, and despite four personal letters from the French Prime
Minister to the President of the Commission, the Commission will
have before it for approval on 6 September an order requiring the
descheduling of French Assisted Areas.

3 Unless you or others raise any further objections, I propose to

let the Commission have - informally, in strict confidence, and
without cut-off points - the results of applying the various

JH2AZF




indices that may be before us on 3 October, so that our decisions
on that day will be sufficiently well-informed. It will be made
quite clear that the consultation is without any kind of commitment
whatsoever, and that the Government itself has not yet considered

the matter.

4 I am copying this letter to other members of E(A) and to Sir
Robert Armstrong. .

Coecoie

NORMAN TEBBIT

JR2AZF







MR TURNBULL 6 September 1984

c Mr Redwood

REGIONAL POLICY REVIEW

DTI are due to present new regional policy recommendations for

a probable meeting of E(A) late in September. Following three
bouts of interdepartmental review, a White Paper (Cmnd 9111)

and several hundred industry responses to the White Paper,
officials have laboured long and hard over grant rates, criteria

for designating assisted areas, and a new assisted area map.

My purpose in writing - and I am writing for your own
information only - is to alert you to the fact that I foresee a
good deal of Ministerial strife and dissension in the offing.

Mr Younger's letter of 4 September to the Chancellor is, I

believe, just a straw in a wind which will yet blow much more

strongly.

There is no question but that one of the objectives of this
long-drawn out review was to save money - 'in the range from
£150 million to £200 million' as Mr Younger correctly states.
But Ministers did not make clear what base the savings should
be calculated from, whether they were in cash or constant
terms, how soon they should be achieved, and whether they
should vary with rising or falling investment by industry.
That is a lot of loopholes. The meetings of the Working Group

which I have attended confirm to me that officials in DTI,




Employment, Environment, Scotland and Wales will so pitch their
advice to Ministers as to exploit the loopholes. Although a
great many options will be paraded before Ministers, the weight
of official push will be for modest reductions in grant rates
and an increase in the proportion of GB population covered by
assisted areas. (It is presently about 27%, whereas new
proposals are tending towards 35%, which is the maximum blessed
by the European Commission.) There is also the important
subsidiary issue of whether Ministers will want to choose
objective criteria for designating assisted areas so that the
criteria can then be published, or whether they.will want an
expedient fudge which cannot be rationally defended or

published. Officials are pushing for the latter.

In all this, Treasury are having a very hard time to keep
public expenditure considerations to the fore. The drift in
officials' thinking on regional policy will in my view become a
further handicap to the Treasury during and beyond the PES
bilaterals. While correspondence gathers pace ahead of E(A),
it could be useful for the Prime Minister informally to remind
spending Ministers, as and when she may see them over the next
couple of weeks, that significant savings were expected from
the review. She could also note that Ministers will have to
work hard to resist the efforts of officials to keep

intervening and spending.

[

ROBERT YOUNG
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Privy CounciL OFFICE

WHITEHALL. LONDON SWI1A 2AT

34 September 1984

REVIEW OF REGIONAL INDUSTRIAL POLICY

I have seen your letter of 6 August to Nigel Lawson and his
subsequent reply, together with those of other colleagues.

I certainly agree that we should open up discussions with

the European Commission now about the basis on which we propose
to proceed on revision of the assisted areas map. I look
forward to our discussion of other substantive issues on

3 October.

My main concern at present, however, lies in your final request
for a waiver of the 2 month period between Royal Assent and

the coming into force of the Act. I understand your reasons
for wishing to dispense with the delay but I do think it
important, both in terms of equity and presentation, that

this should only be done if you are issuing adequate publicity
about the scope and range of the new scheme as soon as

the Act comes into force. I imagine that you have this well

in hand and you may therefore take it that you have agreement
to dispense with the 2 month rule on that basis.

I am copying this letter to the other members of E(A) and
of L. Committee, Sir Robert Armstrong and First Parliamentary
Counsel. ~

A"

i)
Y. Oikee.

JOHN BIFFEN

The Rt Hon Norman Tebbit MP
Secretary of State for Trade and Industry

CONFIDENTIAL







SCOTTISH OFFICE
WHITEHALL, LONDON SWIA 2AU
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CONFIDENTIAL

The Rt Hon Norman Tebbit MP

Secretary of State for Trade and Industry

1-19 Victoria Street

LONDON

SWIH OET 17 August 1984

e, Mol

REVIEW OF REG]ON!{L POLICY

Thank you for sending me a copy of your letter of 6 August to Nigel Lawson
about arrangements for implementing decisions on the review of regional
policy. My comments below refer to your points in the order in which they
occur in your letter.

EC AEEroval

I agree on the desirability of keeping the Commission informed of our thinking
on the map. I think it is important however to be clear on how far we need (or
should) bring them in at this stage. While I accept that we should inform them
of current work on the synthetic index - including the components of the index
and their relative weightings -.1 would be against letting them know the results
of applying the index to individual areas until these have been considered by
Departments and by Ministers. We should also make it clear to the Commission
that we see any index of this kind as subject to limitations, and that it is only a
starting point for decisions which will take account of a variety of other
factors, not all of them amenable to statistical treatment.

Staffing Changes

I understand the administrative reasons which have led you to suggest that we
should take a decision in principle at E(A) on the inclusion of the West Midlands
in the Assisted Area map.’ [ fully appreciate that on the evidence available so
far AA status may be justified, but I have reservations about the idea of
deciding that any one part of the country should figure in the map before we
have seen the results of applying the synthetic index to the new Travel-to-Work
Areas as a whole, and have been able to assess these in a comprehensive way. |
do not think that any such decision can be divorced for example from a decision
on what overall proportion of AA coverage we wish to see; and I would suggest
that, at the least, any consideration of the position of the West Midlands at
E(A) should be put in this wider context. There is also the practical point that
the build-up of a regional office in the West Midlands would be difficult to
manage without avoiding leaks; these would then lead to awkward pressures on
Ministers from both the West Midlands and other areas.

l.




...

Enabling Legislation

I have noted what you say about the need to dispense with the usual two pionths'
interval between enactment and coming into force in the case of the CDA/IDA
Bill if your intention of implementing the new scheme in November is to be
achieved. I have no objection to this should it be necessary.

I am copying this letter to the other members of E(A), the Lord Privy Seal,

Members of L Committee, Sir Robert Armstrong and the First Parliamentary
Counsel.

Ay

GEORGE YOUNGER







CONFIDENTIAL

reasury Chambers, Parvliament Sueeet, S\ 3G

16 August 1984

The Rt. Hon. Norman Tebbit MP
Secretary of State for Trade & Industry

i

REGIONAL POLICY
Thank you for your letter of 6 August about developments on regional policy.

Like you, I think it vital for us to make as much progress as possible at our
meeting on 3 October. I should like to think that we could reach broad decisions
then on everything but the precise make-up on the new assisted areas map.

One of our main concerns then will be the total savings we are aiming to
achieve. We agreed last year on aiming at net savings of up to £200 million a
year. However, this was against a background of expenditure on regional
development grant and regional selective assistance of around £500 million a
year over the next 4-5 years. We envisaged an annual spend on regional
assistance of around £300 million. At that time the investment profile looked
pretty flat. Since then, however, as a result of economic recovery and the
improved outlook for company profitability the present expenditure levels on
regional assistance show a significant increase. As a result, in the absence of
policy changes, expenditure by 1986-87 might be as high as £650 million. Savings
of around £200 million would still mean an unacceptably high level of
expenditure even under the new policy. Moreover, with the economy more
buoyant than we expected the need for special investment incentives must be
much reduced. In my view, therefore, we should aim to establish a level of spend
nearer what we had in mind last year - around £300 million a year, compared
with about £500 million in 1983-84 and 1984-85. This means we should need to
go much further than our earlier savings target and aim for savings of
£350 million by 1986-87.

In taking our decisions about total savings, therefore, we shall need to have
information that will allow us to see how the various grant and map options
would affect future expenditure. I understand that the range of options to be
prepared by officials can be presented so as to allow us to assess their effects
over the PES period. This will clearly be crucial for our deliberations.

In order to achieve these savings at an early date, it is important that we should
seek every means of bringing the new regime into operation as soon as possible.
I am therefore content to open up discussions with the European Commission now
about the basis on which we propose to proceed on revision of the assisted areas
map. I hope that it will be possible for you to give us on 3 October some
preliminary report of the EC reaction. I am also glad to hear that you no longer
think it may be necessary to delay implementation for two months in order to set
up a West Midlands office, provided that on 3 October we can arrive at an agreed
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view on the principle of assisted area status for some parts of the West Midlands.
And, of course, I share your view about the desirability of dispensing, if
necessary, with the customary two month period between Royal Assent and the
coming into force of the enabling legislation.

I am copying this letter to the other members of E(A), the Lord Privy Seal,
members of L Committee, Sir Robert Armstrong and First Parliamentary
Counsel.

—

W

[

NIGEL LAWSON 1/
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. N Department of the Environment

g - 2 Marsham Street London SW1
Minister of State

for Local Government Telephone 01-212 3434

J/PS0O/16085/84
15 August 1984

ey Loiu?

I have seen Norman Tebbit's letter to ycu dated 6 August about
the handling of the new Assisted Area Map.

I have no comments on what Norman proposes, though the timetable
does look extremely tight.

There is one additional point on the EC aspects however. Whatever
changes we decide to make to the map are going tc have considerable
impact from the point of view of eligibility for ERDF grant -
a point not likely to be lost on the losers.

I think it would be useful therefore if we start sounding out
the Commission also on how. precisely they would ‘propose to treat
authorities losing status during the transitional .phase. \There
could even be implications here for the precise timing of our
eventual announcement).

My officials will be ready to join DTI's in discussion on this
point to cover the complications on the infrastructure side.

I am copying this letter to other members of E(A), the Lord
Seal, members of L Committee, Sir Robert Armstrong, and the
Parliamentary Counsel.

St L anty,
¢727=x/p;
nr”‘ffﬁr

LORD BELLWIN

CONFIDENTIAL

The Rt Hon Nigel Lawson MP
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rhank you for copying to me your letter of B/Aﬁéust 1984 to Nigel Lawson.

am sure it is right that we should now authorise officials to explain the

work which has been done to prepare and apply the synthetic index to the

EC Commission subject to the qualifications you mention. It is clearly
ery important that we should eliminate any risk of having to make belated,
nd enforced, changes to the map after it has been settled. I also accept
that we should make every effort, consistent with arriving at a map and
cheme which fully reflects both our objectives and conditions on the
ground, to introduce the new arrangements with the minimum of delay. I am,
therefore, content that the customary two month delay between the Royal
ssent and the Act coming into effect should be dispensed with.

n the other issues on which progress is sought, I have to say that, while
accept the desirability of advancing a8 quickly as possible with the aim
.:1.= eting our November target, I have considerable doubts that we shall be

le

le to reach conclusions on all the matters bound up with the new grant
11L4n5ements and the assisted area map itself.

From past experience, where the issues involved were much less complex and
interwoven than they are in the present exercise, I believe we shall have
to be prepared for a longer period of consideration than your letter allows
for. In this context I am personally very concerned since I shall be, out
f the country on an inward investment visit while discussions about the

he
ffects of the new arrangements on Wales are taking place.

/On the question ...

he Rt Hon Norman Tebbit MP
secretary of State for Trade and Industry

-1; Victoria-Street
yndon




decision in principle on admitting the
map, I am not opposed to this provided
vidence available to us at E(A) supports the decision and that

ons of the nature and extent of any designation should be taken in
context of the map exercise as a whole.

Midlands into the assisted area

s evid

a

E(A), the Lord Privy Seal,
3 of /& Comm t Armstrong and the first Parliamentary

opying this to the other members of
ommittee, Sir Rober t

Approved by the Secretary of State
and signed in his absence
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M C McCarthy Esq,

Private Secretary,

Secretary of State for Trade

Victoria Street,

LONDON SW1 10 August, 1984
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REVIEW OF REGIONAL INDUSTRIAL POLICY.

Your Secretary of State's letter of 6 August to the Chancellor of the Exchequer
ibout discussions of regional industrial policy which will be needed in early

Autumn refers to a meeting of E(A) on 24 September.

2. As I mentioned to Andrew Lansley, a meeting of E(A) will not be possible
on that date because both the Prime Minister and the Chancellor of the

Exchequer will be abroad.

348 I have arranged a meeting of E(A) to take this item on Wednesday,

3 October at llam. That will mean circulating papers by Wednesday 26
September. Perhaps you would let us know how things are shaping up when you
respond later this month to Michael Buckley's letter of 24 July about the

three-monthly forward look.

[ am copying this to Private Secretaries to recipients of your Secretary

of State's letter of 6 August.
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DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET
LONDON SWI1H OET

Telephone (Direct dialling) 01-215)
GTN 215)

(Switchboard) 215 7877
Secretary of State for Trade and Industry

G; ,August 1984

Rt Hon Nigel Lawson MP
Chancellor of the Exchequer
HM Treasury

Parliament Street

London SW1

REVIEW OF REGIONAL INDUSTRIAL POLICY

At E(A) last October, colleagues invited me to prepare alternative
packages of regional industrial incentives. I hope we shall be
able to consider alternative packages, prepared by a working group
of officials from all the Departments concerned, at E( A) on 24
September.

2 Once decided, the new RDG scheme and Assisted Area map should
be introduced as soon as possible - partly in order to avoid
unnecessary speculation and partly in order to avoid postponing the
achievement of the savings in public expenditure which we expect to
achieve (at the rate, roughly speaking, of £15million per month).
But the implementation of our decisions, once made, will not be
without difficulties, particularly with respect to the European
Commission and the staffing changes. We have always been aware of
these problems. Colleagues will wish to consider how to meet them.

3 EC Approval. Formally, we are supposed to notify the
Commission 60 days in advance of any changes to regional policy,
and they have powers to extend their decision period. 1In practice,
we can go ahead immediately if we are prepared to risk having to
revoke parts of our decision and recover money. There is virtually
no risk of our having to change the revised RDG scheme, judging
from informal discussions between officials. However there could
be a real risk with the map, depending on the nature of the
decisions. Recently both the Dutch and the Germans have had to
revoke part of their revised maps. It therefore seems important
not only to inform the Commission of our decisions quickly but also
to take them along with us as far as possible as our thinking
develops, if only to avoid any traps. I therefore propose that
officials here be authorised to tell Commission officials about
their work on the synthetic index - which will elicit many

JH1ASS
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technical questions which will have to be answered before the
Commission will give an opinion - but not about our own discussions
of it. So as to minimise the risk of leaks, I suggest that when
providing the Commission with alternative listings of areas' scores
there should be no indication of possible 'cut-off' points.

4 Staffing Changes. The changes to the RDG scheme require major
organisational and staffing changes in DTI regional offices and in
the territqQrial departments to administer both the new. RDG scheme
and the likely resulting increase in regional selective assistance.
Where areas become eligible for regional incentives for the first
time, it is essential that the organisation is in place from the
very first day. This relates particularly to the West Midlands,
where there are no Assisted Areas at present and if substantial
parts of the region receive AA status it will take 2 months at
least to get the Regional Office ready. It is thus most important
that we arrive at an agreed view at least on the principle of AA
status for some parts of the West Midlands (though almost certainly
not on specifics) when we discuss the regional policy package at
E(A) on 24 September.

5 I hope that we can agree now on keeping the Commission informed
of the progress of work on the synthetic index since this will
reduce the risk that we shall be forced to delay the savings for
Community reasons. Provided that we decide on 24 September the
detailed timetable for EC notification, on the principle of whether
AA status should be given to the West Midlands and make substantial
progress on other issues, then I think that we can keep to our
target for implementation of the whole package in mid to late
November. If this level of agreement is not reached, then I fear
that we shall have to rethink the timetable for implementation,
which would almost certainly slip.

6 We must clearly advance our thinking on the whole package as
far as possible at our 24 September meeting, and I think we must
therefore aim to get as near as possible to settling the total
savings which we expect to achieve, our preferred balance between
different regional policy instruments, and the basis on which we
will make decisions on the AA map, as well as narrowing down
considerably the range of possible RDG options, especially the
rates of grant. All these issues will of course have been
considered in some detail by officials before we meet, with a view
to having before us an agreed range of options.

2 There is one further gloss to put on all this. As you know, it
is customary for there to be a 2 month delay between Royal Assent
and an Act coming into force. On present plans we will not receive
Royal Assent to the CDA/IDA Bill much before the end of October and
consequently, if we are to introduce the revised scheme in November
- or indeed at any time earlier than, say, 1 January 1985 - we
shall need to dispense with the customary 2 months' interval

between enactment and coming into force.

JH1ASS
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8 The delay is usually required to enable those who may be
adversely affected by the legislation in question to develop a full
understanding of its effects before it is implemented. As regards
the CDA provisions of the Bill, I do not regard this as important
since their principal purpose is to increase the agency's funding
and there are therefore no adverse effects. As to the RDG
provisions, not only did we announce our intentions in the White
Paper last December, but we intend to have a 12 months transitional
period following the introduction of the new scheme during which
RDG will continue to be available on the bsis of the present scheme
and map. In addition, waiving the 2 months "rule" will enable
those who are newly qualified for RDG to benefit from the new
scheme 2 months earlier than would otherwise be the case.

9 I hope that, should it prove necessary, colleagues will see no
difficulty, therefore, with dispensing with the 2 month period
between Royal Assent and coming into force; and hence with
proceeding with the earliest possible introduction of the new
scheme.

10 I am copying this letter to the other members of E(A), the Lord

Privy Seal, members of L Committee, Sir Robert Armstrong and the
First Parliamentary Counsel,.

=

//

NORMAN TEBBIT
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2 MARSHAM STREET
LONDON SWIP 3EB
01-212 3434

My ref: J/PSO/15068/84

Your ref:

/e guly 1984

URBAN POLICY AND PROGRAMME

- e . s = ¥ :
Thank you for your letter of 29 June about the timing of decisions
on the Urban Policy and Programme Review.

You will by now have received a copy of the report, and seen
copies of the first set of papers for discussion in MISC 104.
The timetable for announcements on the UPPR is clearly a matter
for collective decision, but I am sure your concern has been
noted. Like you, I see advantages in these coming sooner rather
than later. :

In my view the report confirms the need for a sustained commitment
to the urban programme in England, with clarified objectives,
improved management arrangements and better co-ordination between
Departments. Many of the report's recommendations on co-ordination
will have no major implications for Scotland, because of the
Scottish Office's across the board responsibilities. Your
inclusion on the circulation 1list for MISC 104 papers will
ensure that you are Kkept in touch with overall progress. We
may need to keep in closer touch as announcements become imminent.

I am copying this letter to the Prime Minister, Peter Rees,
Nicholas Edwards and Sir Robert Armstrong.

!

PATRICK JENKIN







MR TURNBULL 13 July 1984

MISC 104 - THE URBAN PROGRAMME AND POLICY

1. The recent scrutiny of the UP was commissioned mainly
because the Urban Programme was thought to lack clear
objectives. The Review team confirmed that this was so and
suggested some remedies. Yet Patrick Jenkin's paper of 11
July, despite some laudable points, carried no conviction
about what he wants to do with the recommendations.

We support:

Paras 6 and 10 - the importance of quantifiable outputs
Para 12 - annual performance reviews

But these excellent 'nuts and bolts' aims will not be met
without a will and a means to determine priorities as
between different geographical areas and different types of
project (broadly defined as economic, environmental or
social).

Mr Jenkin's paper offers nothing in these large respects.

Nor is he clear on the organisation issues. Although they
ought to be considered last, it is far too vague to say,
'This certainly has marked attractions, but other
arrangments are possible and have to be well related to the
needs and resources of each area'. (para 16). What does Mr
Jenkin actually want to do, and how does he want to do it?

We suggest that MISC 104 should ask Mr Jenkin for more
specific proposals.

We urge (as in our brief of 28 June):

- that the economic/industrial/job cmation component
of the UP should be dropped:;

that the PES levels of expenditure on the Urban
Programme be left intact but should be aimed at the
relief of housing and land dereliction and the
encouragement of social projects involving the
voluntary sector.

ROBERT YOUNG

JMHAAQ




COMEINTMTIAY
' IS ILEN 3 siN

!
k v 2y
/88 105 B N

Ref. A084/2017

PRIME MINISTER

At your meeting on 2 July you invited me to do further
work on a possible structure for managing the urban programme
and urban policy. I thought you would find it helpful to have
a preliminary report before the first meeting of MISC 104 on
16 July.

2.8 There seems to be general agreement that Sir Robin Ibbs's

idea of a new executive agency has too many practical and

presentational disadvantages (including the need for

legislation) to commend it as a way to implement the Government's
policy objectives. You were also not attracted by the idea

of taking the lead in urban policy away from the Department of
the Environment. But there seems to be scope for adapting

the interdepartmental Task Force approach, which we have used
successfully on Merseyside, to the development and management

of policy both in other inner areas and at national level.

5 One way to get the basic elements of a National Task Force
(and some modest arrangements at local level) in place without
too much difficulty or delay would be to relabel some existing
staff within the Department of the Environment and establish
some interdepartmental committee machinery. The present leader
of the Merseyside Task Force would be available to lead the

new national task force, and would be well qualified to do so.
This is the solution favoured by the Department of the

Environment.

4, If Ministers simply wanted a cosmetic response to the

review, then I would not advise anything more elaborate than that.
If, however, you accept Sir Robin Ibbs's view that the
arrangements at both national and local level need to be much

more effective, not simply in terms of the management of

£350 million or so now spent on the urban programme, but also

in meeting the wider objectives of urban policy, then we should

need something more radical. To get that right needs more




clarity than yet exists about the problems and tasks the new

structure will have to tackle.

e If Ministers want more than the cosmetic (as I hope they
do), I should like to carry out further work, in consultation
with Sir Robin Ibbs and with the Permanent Secretaries of the

Departments concerned, with a view to letting you have

detailed proposals in good time before the second meeting of
MISC 104 after the Recess. That assumes that MISC 104 will

decide on Monday against immediate publication of the report

of the review. If Ministers opted for publication before the
Recess, we should need to produce a less than perfect outline

of a structure.

ROBERT ARMSTRONG

13 July 1984
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PRIME MINISTER

OBJECTIVES OF URBAN POLICY AND THE URBAN PROGRAMME
(MISC 104(84) 2)

BACEGROUND

1. The inner cities suffer from severe concentrations of economic, social

S

and environmental problems, In theory, the main expenditure programmes

managed by local and central government ought to be able to address these
programmes, in so far as resources are available. For example, the mechanisms

built into the rate support grant arrangements assess local need. But in

practice, the targetling of resources through such mechanisms is insufficiently
precise to have the desired impact., Furthermore the ordinary institutional
arrangements (local authorities, etc, pursuing their own policies) produce an

unco~ordinated approach.

2 As a consequence, the Urban Programme (UP) and Partnership and other

organisational arrangements have been developed to supplement resources and
o ——
improve targetting to co-ordinate existing agencies and programmes, and to

help mobilise private sector and voluntary activity. Urban Programme

expenditure now takes place in areas containing 28 per cent of the population,

but 70 per cent of the most severe concentrations of deprivation, It
E—— e — —
currently disposes of £348m, Basically grants at a rate of 75 per cent are
. : s g = . » . e ———— .
given to local authorities in support of projects which may be categorised
————— —
as social, economic or environmental. From 1979 there has been a greater

emphasis on economic projects, on capital expenditure and on involving the

private sector. A major advantage is to encourage local authorities that

may be politically hostile to authorise expenditure in a way consistent with

central government policies. (Further details are in Misc Iﬂa(éh) ).
e e )

o Urban policy describes the totality of organisational and programme

arrangements (including main Departmental expenditure programmes) which bear
on inner city problems. In much discussion there is considerable looseness

about whether it is Urban Policy in general or the Urban Programme in particular

“——-——._________________—-

that is under consideration.

e

BRRENE
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The Report

L' It was disquiet about the cost effectiveness of the UP that led to the

commissioning of the Urban Policy and Programme Review in February 1984, Its

Report has been circulated with MISC 104(84)1, Its terms of reference were:

"to examine the Urban Programme in England with the aim of
clarifying its objectives and relationship to other programmes,

It will examine the programme's scope, methods and priorities,

and the resources devoted to the various parts, considering whether
it achieves its objectives efficiently and cost effectively, and

is giving good value for money",

53 The Report confirms the continuing need for a UP and the advantages it

—

gives central government in influencing local authority expenditure, The
Review did not discover evidence of significant waste, but did feel that there

was a need for better targetting, better co-ordination with other programmes
" ——

and improvements in management. Its major recommendations ares

a., National economic recovery is of prime importance to the inner
'h-.._.-_________ — e ———
cities. Nothing should be done in the name of urban policy which

would tend to weaken the discipline on local authority expenditure,

b. Clear and realistic objectives for urban policy as a whole need
to be formulated. Targets should be set for the Inner Area Programmes

of individual authorities, and for individual projects within these

Programmes.

c. UP Hesources should be concentrated on those areas where the most

severe problems continue to be found.

d. There should be proper project appraisal, clear responsibility

for management and more stability in the allocation of funds over

time,

e. A more discriminating approach to "economic' projects is needed
Pl P »

which should concentrate on removing the impediments to enterprise.,
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f. The voluntary sector gives good value and deserves special support.

g. Other Government Departments besides the Department of the Environment,
(DoE), especially the Department of Trade and Industry (DTI) and the
Manpower Services Commission (MSC) need to be brought fully into the

management of urban policy.,

h., It is time to re-write Labour's 1977 White Paper and re—laupqﬁhthe

———

Urban Programme. The organisation needs to be reconsidered. This

may be by evolution of the existing arrangements or by the establishment

of a new executive agency.

earlier discussion

6. You held a meeting to discuss the BReview on 2 July. It was decided that

the present MISC Group should be set up to consider four issues which arose

immediately, any others which might arise and to oversee the tontinuing develop-

ment of urban policy. The four issues are:

a. The objectives of Urban Policy and the Urban Programme. The Report
suggested that these should be more clearly defined . MISC 104(8%) 2

contains the Secretary of State for the Environment's view. It forms

the basis for the first meeting of the Group.

b. Management structure of the UP. This needs to be considered at two

——————— e

levels; that of management in particular areas and at the centre.
-_'____.————1

The choice presented in the Report is between:
_-____-__'_‘———-

i, A continuation of the existing partnerships at local level

between local and central govermment, but with the extension

—

of the task force concept used in Liverpool. These would be

under DoE leadership and DoE would continue to be responsible

at the centre for the urban programme.,

ii, An executive agency, operating both central policy under
Ministerial guidelines and local operation with staff from both

the local and central government and the private sector.
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There is a further option:

iii., To extend the task force concept to the central direction of

the UP as well as to its local operation. The central task force
. ‘-. - - - -

could be responsible to a designated Minister who would in turn

report to MISC 104,

These organisational issues are touched on in the Enviromment Secretary's
Memorandum, Your meeting asked Sir Robert Armstrong to examine these issues
in greater depth and it would be premature to discuss them in MISC 104, What

is best may in any case be affected by decisions taken about objectives.

c. Methods to be used when local authorities are unhelpful, This

could involve more use of the Development Corporation concept or the

channelling of grants directly to the private sector, as alternatives

 —_—

to the partnership model. Your meeting asked the Environment

Secretary to consider the scope for paying urban development and

—

drelict land grants direct to the public sector.

-~ —_—

d. Publication of the Report. The fact that the review has been

undertaken is public knowledge, and the Select Committee on the

- N E——
Environment has asked if it may see the Report. There will be pressure

to publish the Report and the Secretary of State for the Environment
favours early publication, subject to some editorial amendments. It
will be best to consider this further when the Government is closer to
establishing its position.

T ——

In addition, at some stage the Group will need to consider the question of:

e. Resources. What level of resources are to be allocated to the
Urban Programme; are further resources To be devoted to urban policy
through other programmes; how should resources be allocated to
objectives. The question of resource levels should await the public
expenditure bilaterals, but resource allocation would be a suitable

topic to follow on from discussion of objectives.
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MISC 104(8%)2: OBJECTIVES

T Discussion starts logically with consideration of objectives, The
Secretary of State for the Environment's memorandum distinguishes three

categories:—

a. Policy objectives. He suggests that the broad aim of urban policy

is "to help the inner cities through a process of necessary economic

and social adjustment to a position in which they have a future in
which people want to live, work and invest". (Paragraph 8 of

MISC 104(84)2). The Report itself does not have an aim for urban
policy as such but it suggests the following as an objective'for the

Urban Programme (para 34 of the Report):

"The objective of the Urban Programme should be, within the
framework of the Government's overall economic and ‘social policies,
to assist local authorities to deal with the special concentrations
of social need associated with the decline of the inner cities, and
to find a new economic and social equilibrium, The Urban
Programme aims to do this both, in the short term, by helping

them to tackle some of the extra social needs directly and, in

the longer term, by helping the local economy to redress its
disadvantages and fit itself for the demands of modern industry

and commerce,"

Though not identical, there is probably not much between these formulations.

Discussion at this level of generality can easily become too philosophical
and unless anyone wishes to suggest something radically different it is
probably best to accept these provisionally and go on to the second, more

concrete, level,

b. Programme objectives. The objectives set for each programme and for

individual projects should be specific both in terms of priorities and

e
performance targets. Objectives for each area will generally include:
-________—-——'—-—'-——-.

(i) Increasing local job opportunities, improving employment skills

and fostering local business confidence and private enterprise.

(ii) Improving the physical enviromment and housing stock.

(iii) Reducing the causes of social stress and improving the delivery

—_—
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and cost effectiveness of essential public services whilst
reducing dependence on them. .

These';ﬁSLﬁtives should be of a continuing nature and may be translated
into quantifiable objectives for each year's programme - eg area of waste
land to be reclaimed, number of training opportunities, scale of housing

improvements etc. (Paragraphs 10 to 12 of MISC 104(84)2).

¢c. FProject objectives, Annex B of the memorandum contains examples

of individual projects, illustrating the types of specific objectives
which can be attached to them and the kind of performance measures or
criteria that can be applied. At this level performance measures and
criteria can be more easily applied. (Paragraphs 13 and 14 of

MISC 104(8%)2).

HANDLING

8. Before asking the Secretary of State for the Inviromment to introduce his
memorandum you may wish to remind the Group that the review was commissioned
by Minigters, the Report speaks of the need to re-write the 1977 White Paper
and relaunch the Urban Programme and so there is a need to take stock of the
priority and thrust the Government attaches to its urban policy ie. the
Government's overall attitude towards the problems of the inner cities as well

as the Urban Programme - which is one instrument in carrying out that policy.

9. After the Secretary of State for the Enviromment's introduction, the Group

should first consider briefly the most general level of objective (the so-called

Policy objective - Paragraph 8 of the memorandum). It is imporLanL debate

: . - — — e S . -
does not become too discursive. It might concentrate on just one point which
ﬂ-'_'____'ﬁ—-
has implications for the appropriate level of expenditure -

Is the policy objective, at least for now, to assist the localities

concerned to adjust to their decline or is it, more positively but

also no doubt more expensively, to assist in the renewal of their

economic and social viability? o

—

10. The Group might then go on to the second (so-called Programme) level of
objective (Paragraphs 10 to 12 of the memoxrandum) , It needs to be clarified

whether these are in fact objectives for urban programme expenditure in particular,
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or for urban policy (ie. all relevant programmes) more generally. In so as

it is the latter it is probably impossible to make them more specific, but
Departmental ministers might be asked to produce papers for subsequent discussion
on how their particular policies and resource allocations address the objectives

and what more they can do.
11. So far as the urban programme is concerned -

Can the objectives be made more precise?

How far can sensible quantified value for mopney
\ i o

judgments be made? Especially in the short term?

Can anything sensible be said about relative priorities
between them? For example, should urban programme
expenditure be concentrated on eg. (a) dealing with derelict

—

sites and empty buildings where progress can be measured,

and (b) support to voluntary sector activity which the Report

considers to have been productive expenditure, while leaving
the concentration of effort on eg. job opportunities and

employment skills to MSC and DTI programmes.

12, Depending on the discussion the Secretary of State for the Environment

might be asked (a) to revise the objectives for further discussion/final approval

by the Group and (b) depending on the priorities' identified and role seen for

e

the UP, to discuss resource requirements with the Chief Secretary and colleagues

(the Report - subsidiary recommendation 19 - recommends that the Home Office and

DTI should make contributions) and to report back to the Group.

13. Future work of the Group.

0f the four subjects already identified for the attention of the Group, only
objectives will have been dealt with at this meeting. Management structure

of the Urban Programme and methods to deal with unhelpful local authorities

require further work, Sir Robert Armstrong is already considering the former;

the Secretary of State for the Environment might be asked to put in a memorandum

on the latter. That leaves the presentation and publication of the Report.

The alternatives are:

a, Publish the Report, subject to some editorial amendments, soon.

bs Publish the Report later, together with a Government statement
of its views on urban policy (possibly a White Paper).

7
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ce Do not publish the Report, but publish a White Paper or other

statement,

Much will depend on how far there is a need to "re-launch" urban policy,

- - R il
Does the Group feel that a re-launch is appropriate - if so on what time-scale?

e

14, It might also be useful to put work in hand on (a) whether there is scope
to give more help to the inner cities through reviewing the Grant Related
Expenditure (GRE) methodology of the Rate Support Grant (this is the Report's
subsidiary recommendation No, 1); and (b) other lesser aspects of the Report

mostly arising from the subsidiary recommendations (eg. the size and role of

the "traditional" urban progranmgl The Secretary of State for the Environment

might be invited to prepare papers on these matters.
CONCLUSIONS
15. You will wish the Group to reach conclusions on:-

The general objective for urban policy.

The "programme" objectives for urban policy, possibly asking
Departmental ministers te provide papers and how their policies
and resource allocations relate to the objectives.

Priorities and targets for the Urban Programme, possibly asking
the Secretary of State for the Environment for papers on revised
objectives and resource aspects.

Whether or when to publish the Report and whether to issue a
White Paper or some other Government policy statement.

The future work of the group:

i, organisation (advice to come from the Head of the Civil Service)

unhelpful local authorities; ) possibly commission
papers from the
Secretary of State
for the Environment.

conclusions on the subsidiary recommendations.

C J S BREARLEY
13 July 1984
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REVIEW OF TRAVEL TO WORK AREAS

In view of the considerable interest being shown in this
review Tom King and I have decided that we should Let all
colleagues in the House individually know the results for
their own areas as soon as possible. Our aim is to do this
by the end of next week. We shall also be informing the
local authorities and their associations.

This exercise will of course make no difference to our
intention to publish national details of the new TTWA
map with an accompanying explanatory article, in the
September "Employment Gazette".

I am sending copies of this letter to members of E(A)
and to Sir Robert Armstrong.

>y

A
S
ALAN CLARK Y
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REVIEW OF TRAVEL TO WORK AREAS

Thank you for your letter of 27 Jdune. I do very much understand
your concerns because the review has of course, raised important
and difficult issues for us all. As I said in my letter of

21 June to Nicholas Edwards, although I have reservations about
his arguments, in the lLight of the strong political case he

made, and of the best assessment possible of the statistical
implications, I instructed my officials to carry out the work
necessary to ensure that the new TTWA boundaries will not straddle
the Wales/England border.

While as you know this decision has meant a short delay in
finalising the review, we are still on course for completing
the exercise on the newly agreed date of 9 July.

This was one of the issues on. which we received considerable
representation from local authorities. Barry Jones has tabled a
question for written answer today which asks, amongst other things,
for reconsideration of the original proposals. Given the

interest in the issue my reply (of which I enclose a copy) makes
clear that the border will in fact be respected.

I am sending copies of this letter to recipients of yours.

C;7¢AH < U~

V.
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ALAN CLARK




DEPARTMENT OF EMPLOYMENT
WRITTEN REPLY

MONDAY 2 JULY 1984
TUESDAY 3 JULY 1984

MR BARRY JONES C(ALYN AND DEESIDE): To ask the
Secretary of State for Employment, what plans he

has to change the travel-to-work areas for Wales;
what consultations he has had with local authorities;
if he has had consultations with Alyn and Deeside
Council concerning the change in the existing
boundary; and if he will reconsider his proposals

to Link Deeside with parts of Cheshire.

MR ALAN CLARK: - =
Pursuant to his reply /Official Report 2 July, Vol 63 Col 41-42/
The current review of Travel to Work Areas in Wales,

as in the rest of Great Britain, uses ward-based

data on travel to work patterns obtained from the

1981 Census of Population. Local authorities,
including Alyn and Deeside Council, have been consulted
provisional results of this statistical
exercise, and where appropriate, their comments are
being taken into account in finalising the new areas.
However, it has been decided that the new areas
should not straddle the Wales-England border and
Deeside will not, therefore, be linked with parts

of Cheshire.
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o i 10 DOWNING STREET

From the Private Secretary 2 July 1984

URBAN POLICY AND PROGRAMME REVIEW: REPORT

The Prime Minister held a meeting today to discuss the
review of the urban programme. Present were your Secretary
of State, the Chief Secretary, Sir Robert Armstrong, Sir
Robin Ibbs and Mr Redwood.

The Prime Minister said it was important, before
discussing how Government organised itself to implement the
programme, to establish its objectives. As the report
itself acknowledged, these were far from clear at present.
Without objectives it was not possible to substantiate the
claim that there had been little waste.

The Secretary of State for the Environment undertook,
as the first stage in ministerial consideration of the
review, to prepare a paper on objectives. An important part
of the UP's role was to ease the process of economic and
social transition affecting the inner cities without
obstructing inevitable forces of change. To have provided
additional resources to the cities through RSG would have
been less effective as it would have left the councils to
spend on their own and would have failed to engage the
private and voluntary sectors. The programme had supported
projects in the social, economic and environmental areas;
the evidence suggested that social projects had been more
beneficial than spending in the other two areas.

There was a discussion of how best to make progress
when the local authority was unhelpful. One approach would
be a Development Corporation but there were political
objections to giving this extensive powers where large
numbers of people were affected. Secondly, partnerships
could be set up between the authorities, the Government and
other agencies. Finally efforts could be made to channel
help directly to the private sector; one possibility was to
pay Derelict Land Grant and Urban Development Grant directly
to the private sector rather than via the local
authorities.

/ The discussion
CONFIDENTIAL
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The discussion then turned to organisation at
ministerial level. It was agreed that the Prime Minister
should chair a MISC Group comprising the Lord President, the
Home Secretary, the Secretaries of State for Education and
Science, Environment, Social Services, Trade and Industry,
Employment and the Chief Secretary. The Manpower Services
Commission should also be represented on the Committee. The
Secretary of State for Transport could be invited to attend
for specific meetings and papers could be circulated to the
Secretaries of State for Scotland and Wales. The Prime
Minister hoped the group could hold its first meeting before
the Recess.

Sir Robin Ibbs said that he favoured the establishemnt
of an Executive Agency. The partnership was fine for
bringing parties together for discussion and coordination
but it could not produce clear executive action at local
level in pursuit of specific objectives. If the political
objections to such an agency were overwhelming it would
nevertheless be essential to ensure that the managerial
style of an agency was injected into the inter-departmental
team approach favoured by the Secretary of State' for the
Environment. The Secretary of State said that while the
Department of the Environment had the main responsibility it
was essential to secure greater commitment from other
departments. He thought that the Task Force approach
adopted in Liverpool could be extended more widely and could
adopt the managerial style sought by Sir Robin Ibbs. Sir
Robert Armstrong offered to examine these machinery of
Government questions in greater depth.

The Secretary of State for the Environment said he
favoured publishing the report as soon as possible - its
existence would soon be known and there would be pressure
from Select Committees and elsewhere to see it. The Chief
Secretary feared that, on its own, the report would merely
generate pressure for greater expenditure which in the
Public Expenditure Survey he would have to resist. He
favoured delaying publication until the Government's view on
the programme was better defined.

Summing up, the Prime Minister said she would establish
a ministerial group with the composition indicated above.
The first meeting would take a paper on objectives from the
Secretary of State for the Environment. Sir Robert Armstrong
was invited to study the management structure of the
programme. The Secretary of State for the Environment
should consider the scope for paying urban development and
derelict land grants direct to the private sector. The
question of publication should be considered further when
the Government was closer to establishing its position.

/ I am
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I am copying this letter to John Gieve (Chief
Secretary's Office), Richard Hatfield (Cabinet Office) and
Sir Robin Ibbs.

Andrew Turnbull

John Ballard, Esq.,
Department of the Environment
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Caxton House Tothill Street London SWIH 9NF

Telephone Direct Line ".)1213640D
Switchboard 01-213 3000

The Rt Hon Norman Tebbit MP
Secretary of State
Department of Trade and Industry

1 Victoria Street O
LONDON SW1 29 June 1984

y
i

REVIEW OF TRAVEL TO WORK AREAS

Your letter of 21 June re-emphasises the importance of the
timetable for the review of travel-to-work areas because of
the intention to use these areas in the review of the Assisted

Area map.

As you know, for the reasons set out in Alan Clark's letter of
21 June to Nicholas Edwards, we have reluctantly accepted the
request that travel-to-work areas should not straddle the border
between England and Wales. As was discussed between our
officials, this will cause a delay in the finalising of the
travel-to-work area boundaries, we estimate by not more than

a week.

There has indeed been a considerable volume of comment on our
draft boundaries from other scurces, but we are regarding the
timetable - extended to accommodate the Welsh border point - as
placing a strict Limit on the time available to consider such
comments.

The week's delay in finalising the boundaries will have a knock=-on
effect on the timing of the availability of employment and
unemployment data, which was scheduled to become progressively
available between mid-July and mid-August, but my officials

will be making every effort to keep this to the absolute minimum.

I am copying this letter to other members of E(A) and to
Sir Robert Armstrong.

ahe -
w’ k—-\.-\
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PRIME MINISTER

You are meeting the Secretary of State for the Environment,

the Chief Secretary and Sir Robin Ibbs on 2 July to discuss the
‘-_________..._——————-——n.

handling of the report of the Urban Policy and Programme Review.

ey, Lo PO k § . - . . .
| The main issue is whether, as Sir Robin Ibbs has suggested, the

{ LB VO — e,

(R YR arrangements for managing the programme need radical change.

But you may also want to discuss the broad timetable for decisions

and publication. And you will want to decide the best forum for

subsequent collective discussion.

Zs Sir Robin Ibbs believes that the Government's attempts to

tackle the problems of urban renewal will never be fully effective

————

as long as they are embedded in the present loosely knit and

variously motivated grouping of central and local government

agencies. His solution, Option D of the report, is the establish-
.-—'"-'-'_-_-‘ —

ment of a new executive agency on the model of the Manpower
——

Services Commission. This would have a budget and clear

objectives from Government and then be left to get on with the
job. The Secretary of State for the Environment and the Chief
Secretary disagree on practical and political grounds. Mr Jenkin
argues that an;agency of this kind could not tackle effectively
the diversity of inner city problems, all of which need the close
| N B R
co-operation of the local authorities. Mr Rees points to the
dangers of putting a politically sensitive programme into the
it btk i LS LI 1

hands of a third party, and the likely pressure for higher public

-

expenditure.

3a An executive agency has obvious operational advantages.

The review found that the effectiveness of the urban programme
can suffer from the variety of procedures and management reporting
lines involved in the present arrangements. The Manpower Services
Commission has shown how an agency can often operate more flexibly
than a Whitehall Department and more easily involve non-government
sectors. But an agency would mean that Ministers would have to

distance themselves from potentially politically sensitive decisions.
o
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I am not sure either that an agency would find it easy to get

the necessary co-operation of the local authorities. They could

takKe Stroing objection to a proposal to replace the existing
arrangements with an agency - even if they had secondees on the
staff of the agency. That opposition could put at risk not only
the agency's eventual effectiveness, but would make the necessary

legislation difficult and controversial.

4. On the other hand Option C, the development of the existing

arrangements, may not go far enough. It would not signal

clearly the Government's determination to find a new approach to
the problems of urban renewal, although careful presentation
could probably build up its impact. If the Government actually

want to improve the chances of effectively tackling the very

—

serious problems of economic and social adjustment which the

— e

inner cities now face, Sir Robin Ibbs may well be right in

thinking that a more radical institutional change than Option C
——— e i

is needed to break the mould of existing attitudes and practices.

There is also a practical argument. As long as the lead

responsibility lies with the Egcretary of State for the

! - - S ——— .
Environment, his heavy workload on local government and housing

——

matters will compete for the commitment of energy and resources

which a more effective urban programme will need.

i

5. You may therefore want to think about alternatives to both
Options C and D which might give the advantages of the 'agency'

option without the disadvantages of a new statutory agency.

Some possibilities are:
e s S

a. To give responsibility for the urban programme to a

senior Minister with his own team responsible for

- - -ﬁ_q -
launching and managing the programme. The Lord President

of the Council might be an approﬁ;iate Minister. He

would have the necessary seniority to handle the co-

ordination of departmental programmes and to demonstrate

the Government's determination to deal with the problems.

P

The team, which would consist of seconded civil servants
and people brought in on contract from outside, could be

attached to the Cabinet Office (as the CPRS was, for instance).

CONFIDENTIAL
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b. To switch responsibility from the Secretary of

State for the Environment to another Minister with an

interest in the programme but less heavy responsibilities -

for example the Secretary of State for Employment - and

establish a team in his Department.

——

C5 To strengthen the arrangements within the Department
of the Environment by giving full responsibility for the

programme to a new Minister of State on the model of the

Minister for Information Technology.

6. You might like to consider instructing officials in the
Cabinet Office to carry out, in collaboration with the Efficiency
Unit, a quick study of these options, and to report to you on

them before the report goes to a wider Ministerial group.

s As far as that wider Ministerial group is concerned, what

it should be turns very much on whether you wish to qhair_fﬁeéé

discussions yourself. If you do not, then I suggest that the
S
Home and Social Affairs Committee (H), under the Lord .President's

chairmanship, would be the right Committee. Urban policy falls

broadly within its terms of reference, and all the Ministers

concerned are members except for the Secretary of State for
Trade and Industry and the Secretary of State for Defence (who
would contribute valuably to discussions from his Merseyside
experience). If, on the other hand, you do wish to chair the
discussions yourself, then I suggest that an ad hoc Ministerial

Group on Urban Policy should be established under your chairman-

ship. As to membership, I recommend it should include the

Ministers with responsibilities in the urban field:

~~ Home Secretary
I/,f~Secretary of State for Education and Science
_~Secretary of State for the Environment
Secretary of State for Social Services
Secretary of State for Trade and Industry
— Secretary of State for Employment

Secretary of State for Transport

CONFIDENTIAL
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-
plus Lord President of the Council

Secretary of State for Defence, for his past experience

Secretary of State for Scotland

Secretary of State for Wales

Chief Secretary, Treasury

<A

ROBERT ARMSTRONG

29 June 1984
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PRIME MINISTER 28 June 1984

THE URBAN PROGRAMME - POLICY REVIEW

1. The Study itself shows that:

i. policies should never be put beyond economic analysis
because they are called social; T

ii, a scrutiny performed by a small but expert team to a
tight timetable is commendable practice (compare this
with the three year agony of the Regional Policy
Review. T T e
R

2. Key Facts from the Study

We are dealing here with six loosely related expenditure headings
and an assortment of characteristics, not a single programme with

precise objectives. (Para 3, page 8). ~—

The Urban Group of programmes will cost around £350 million in
the current year - around 1% of total local autHE?Tty
expenditure, and about the same as expenditure on Regional
Development Grants. Urban Group expenditure has grown faster
than public expenditure as a whole, having doubled in cash terms
Nearly all of it is spent through

Local Authorities and it i3 a net addition to their block grants.
(Table 1, page 19). Eer e, 5.4

Some 40% of the money goes to the old Lancashire/Yorkshire
industrial belt running from Liverpool eastwards across to Leeds
and Sheffield. London receives 25%, and the West Midlands and
the North East betweenfiii\and 20% each.

—

There are three spending tiers (Table 6, page 82):

i. Seven Partnership Authorities, receiving more than a
third of the expenditure, tackle areas of greatest
dpparent need: Islington, Hackney and Lambeth;
Liverpool, Manchester/Salford, Birmingham and
Newcastle/Gateshead.

ii. 23 Programme Authorities cover smaller cities or large

“towns, including some outer London boroughs and (for
instance) Coventry and Nottingham.
iii. Other Designated Districts cover a further 16 arears of
lower perceived need. s

o= —

All this apart there is roughly £50 million available through the
'traditional' Urban Programme to 143 other Local Authorities in
England who come up with worthwhile schemes.

The Review Team draws a rough and ready “distinction between three
categorleb of expenditure - social (nearly half the expenditure),
economic (one third) and environmental (one fifth). The number
of new projects started each year runs into the hundreds.

JMGAAO




(Table 3, page 39 and para 46, page 29).

Taken as a whole, Urban Group expenditure is a thin spread of
jam, e —

3. What does the Review reveal?

We perceive five key points
among the many which the Review Team make.

i. City populations will go on declining as market forces
shift employment elsewhere. We should spend wisely on
the social consequences of economic adjustment, not
weaken the recovery by squandering huge sums on
frustrating 'markets. (Paras 10-11l. pp 1I3-14).

Socidl Projécts - especially those involving voluntary
organisations - give the best value for money because
they act quickly and directly. Economic projects -
especially those which give capital grants to industry -
are often questionable. (Para 54 p 31).

—

Clear objectives are indispensible. To some extent, the
search for political goodwilIl has been at odds with
value for money. Project appraisal is for the most part
poor - not surprisingly if the ultimate objective is
obscure. (Paras 57-58, p 33).

Finite resources should be aimed at the worst problems.
Precise oRjectives can and should be set for:
- the relief of "housing stress"
- eliminating derelict land
- creating employment opportunities
- "strengthening the social fabric of the inner
cities." (Para 40, p 25). T oE )

e e
Structural arrangements are not as good as they should
be. Aside from central/local government tensions,
central government itself could act more coherently.
DoE's relationships with MSC and DTI need improvement.
(Paras 147 and 140, pp 69 and 71).

4. Policy Unit Views

We strongly agree that:

i. Urban Policy needs precise objectives, which must be

~ agreed before administrative structures are debated.

s (Your meeting on 2 July must not become just a machinery
n of government discussion.)

ii. The Policy should work with, not against, the grain of
market forces.




iii. Areas of worst deprivation should continue to command
most of the available funding. A few drastic
ifmMprovements will have exemplary effects which a little
bit of leavening, however widely spread, does not.

We accept the evidence that social projects, especially those
which involve the voluntary sector, offer the best value for
money.

This Review confirms convictions we developed in our April "Jobs
Paper", that land assemply and housing development are vital to
E the revival of inner cities. Bad housing and derelict land will
always spread because neither individuals nor businesses like to
be adjacent to it. Furfthermore, building or improving homes is
not distortionary in the sense that paying inducements to
companies to locate jobs in one place rather than another is.

And the simple truth is that, for many who have neither, a decent
home is more important than a job. _ —

The London Docklands project tells us that imaginative programmes
of land and housing improvement do not merely help the least well
off, but draw in middle and higher income families too - people
who can turn their sRIITS in leading and organising to community
benefit. In this way run-down areas have a better chance of
stepping off the downward spiral of depopulation, dereliction and
dependence and of clambering aboard a virtuous circle of

improvement, investment, owner-occupation and repopulation.

To do this apace on a larger scale is a politically charged
objective. Not every Tocal authority will cooperate. So for
central government it becomes tempting - especially if speed of
action is of overriding importance - to create one or more
separate agencies, unfettered by local authority regulation,
along the lines of the London and Merseyside Development
Corporations. Robin Ibbs is for this approach but Patrick Jenkin
and Peter Rees prefer to modify existing arrangements - Option C,
"Building on the Partnership Approach".

We judge that DoE and Treasury are right to want to try to bulld
on Partnerships, but we add the important provisos that:
T ——
i. precise targets for hou51ng and derellct land
lmprovements must be Set. 5
Patrick Jenkin should create separate agencies if he
judges that Partnerships are not delivering. He has
powers to do so under the Local Government Planning and
Land Act 1980.

As to funding levels, we see no clear-cut case for a change from

the levels set out in the Public Expenditure White Paper - £348
million in 1984/5, £366 million and £371 million for the next two

years. Shifting the emphasis of the programme and getting the

L e
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Partnerships to perform wil be contentious enough without
altering the expenditure. Patrick Jenkin wishes to commit to
these levels: we thinﬁrshould.

Patrick also wishes to publish an edited version of the Study.
The existence of the Review was made public and aroused interest,
SO we agree.

5. Summary of Recommendations

5.1 Keep an Urban Programme, but confine it to, and set clear
objectives for, housing, the elimination of derelict land, and
the support of voluntary social projects in the worst areas.

5.2 Attempt to build on the Partnership Authorities, but create
separate agencies if the Partnerships do not perform.

5.3 Leave the overall funding level at Public Expenditure White
Paper levels.

5.4 Publish an edited version of the Study.

E

ROBERT YOUNG




DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET

-LONDON SWIH 0ET

Telephone (Direct dialling) 01-215) 5422
GTN 2]5) Sessnsstensinstrrits
(Switchboard) 215 7877

NN

Secretary of State for Trade and Industry

Z1 June 1984
Alan Clark Esg MP
Parliamentary Under Secretary of
State for Employment
Caxton House
Tothill Street
London SW1

D W

REVIEW OF TTWAS

Thank you for copying to me your letter of 21 June to Nicholas
Edwards, which crossed with mine/to Tom King.

2 As I made clear in my letter, I see considerable danger in
basing TTWAs on considerations other than data on people's actual
travel to work journeys. If a considerable number of people
living in Wales work in England and vice versa, it is not
defensible for TTWAs to observe the country boundary: I understand
this is also your view. Given that Nicholas had not convinced you
by his arguments, I was surprised that you had instructed your
officials to redraw TTWAs so that they do not cross the boundary
between England and Wales.

3 I know that your concern is to keep to the timetable so far as
possible. The best way in which the work on drawing the TTWAs may
be completed is to stick to the results of the statistical
exercise; complying with Nicholas' requests could add yet a
further delay. I do not think that Nicholas and I will see
eye-to-eye on this. Perhaps we should simply forswear our
respective objections and leave it in your hands to proceed as you
feel is justified by the arguments, and not necessarily by the heat
of debate.

4 I am copying this letter to Tom King, other members. of E(A),
and Sir Robert Armstrong.

JH4ACG

NORMAN TEBBIT
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URBAN POLICY AND PROGRAMME REVIEW - REPORT ZLL

I understand that you have agreed to hold a preliminary meeting

on the handling of this report, with Peter Rees and Robin
e

Ibbs (as co-sponsors of the review) on 2 July. I am glad that

—

#. 0 . . - . . . .
we will have this opportunity for an initial discussion since

the report is wide ranging and we need to assess its general
implications before it is put to colleagues collectively and
before I can consult Departmental Ministers on some of the

more detailed proposals.

I should like to say at this point that I do not agree with

Robin Ibbs (his minute to you of 11 June) thé?azhe right approach
would be to hive off the management of the Urpig_gfogramme

to a new QUANGO. Although the report offers this as one of

four possigizroptions (Option D at paras 162-166), I do not

think that it makes a convincing case and I do not eSEEEHer

it to be a realistic or practical proposition. An executive
agency can be an effective instrument in dealing with large

areas of substantially derelict or abandoned land - as we

—

4 -
have found with the London and Merseyside Urban Development

Corporations. There may well be scope for such agencies operating
——

on a more free ranging basis to tackle major areas of dereliction
—

(EIEC and SDA can operate in this way). The Stockbridge Village

Trust on Merseyside shows that such an agency can function

outside the public sector to deal with problem council estates

and I am considering the possibility of extending that method
to other aspects of urban decay. All these types of agency,
however, require substantial injections of public funds, and
those that involve existing communities cannot function

effectively without the co-operation of the local authorities.

In the case of the Urban Programme, the nature of the problems
to which it is addressed, and the scope and diversity of the
programme, inevitably involve the local authorities. UP touches

on nearly every aspects of the inner city and its distinctive
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feature is the attempt to integrate a variety of projects,
services and voluntary and private sector resources. The Option
D, as described in the report, barely acknowledges the role

of the local authorities and assumes that the programme could

be managed with or without their co-operation. It also virtually
removes UP from the close Ministerial control that the present

system affords.

The report shows that there is scope for improving the

ap—

effectiveness of the present arrangements but also that those

arrangements work quite well and we can best make, progress

by building on them. That is the report's Option C .and I think

it is the one to go for. o

I am copying this minute to Peter Rees, Robin Ibbs and Sir

Robert Armstrong.

272 June 1984







DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET

LONDON SWIH 0ET

Telephone (Direct dialling) 01-215)
GTN  215)

(Swiltchboard) 215 7877
Secretary of State for Trade and Industry

2 | June 1984

The Rt Hon Tom King MP

Secretary of State for Employment
Department of Employment

Caxton House

Tothill Street

London SW1

D_ 7o,

You will recall that at E(A) last October, we agreed that the map
of Assisted Areas should be revised as quickly as possible. This
was because the revised RDG scheme cannot be introduced until the
revised map is ready for simultaneous introduction. As we made
clear in the White Paper "Regional Industrial Development", we
hope to go over to the new scheme and map in the autumn. This is
so that we can achieve the major savings in public expenditure as
soon as possible. This timetable was repeatedly and publicly
confirmed by DTI Ministers in the Committee and Report Stages of
the CDA and Industrial Development Bill. Devising the new TTWA
boundaries is critical to achieving this timetable.

2 However, I understand that the timetable is now under threat
from the heavy response to your consultation on draft boundaries.
I also understand that most of the comments do not consist solely
of factual observations but are attempts to ensure that the
boundaries maximise certain areas' chances of AA designation.

I think we are all agreed that TTWAs are the most suitable basis
for the assisted areas map as they are the closest approximations
to self-contained labour markets. This approximation could only
be weakened if we were to take account of subjective con-
siderations and special pleadings. I hope, therefore, that the
timetable will not be endangered by considering at length
comments that do not relate to recent changes in commuting
patterns which directly affect travel-to-work patterns.

3 I see from Nicholas Edwards' letter of 19 June that he feels
that TTWA boundaries should not cross the border between England
and Wales. There is the clear danger in such a proposal that it
gets away from seeking TTWAs which are as statistically valid as
we can make them - which is the only way we can avoid damaging




anomalies. I do not understand why it should be felt that a
statistical measure should do anything other than reflect what it
is intended to measure. If TTWAs cross territorial boundaries,

all that means is that people travel across those borders on
their way to work!

4 I am copying this letter to other members of E(A) and to Sir
Robert Armstrong.

(=
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FROM: CHIEF SECRETARY
DATE: /4 June 1984

PRIME MINISTER

URBAN POLICY AND PROGRAMME REVIEW: REPORT

Patrick Jenkin and Sir Robin Ibbs have sent me copies of their
minute to you of 11 June about the Urban Policy and Programme
Review. I understand we are to meet to discuss this on 2 July:
I will not therefore comment at length now. But you rﬁay fina:

it helpful to have one or two preliminary thoughts.

The Review Team have produced a useful report. They covered

a lot of ground in a short time. "This was an experiment in

I

applying to major programme expenditure some of the techniques
developed in the scrutiny approach. I should 1like to see

similar methods taken further in other suitable areas.

The Report provides, in my view, a good basis for a leaner
e ———
and tauter programme, giving better value for money. I would
e}(};)ec:f_'—t’t:;—.j see significant reductions 1in the level of
————
expenditure over the next three years.

e ————
The Report correctly identifies the Partnership Authorities
as the areas of greatTe"é_t—ﬁneed. We must ensure that we do
not enter Into an open-ended commitment, in terms of either
expenditure or time, to these authorities, but I would not
wish to press now for more than minor trimming of the existing

level of expenditure in this part of the Urban Programme.

Expenditure on the Programme Authorities, the Traditional

Programme and Urban Development Grants is identified by the

CONFIDENTIAL
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Report as of lower priority. Not all of it is concentrated
on the core problems of multiple deprivation in inner cities
and I would certainly see scope for reining back here and

concentrating effort more effectively.

Patrick suggests that we should aim to publish the report

together with a statement of government policy before the
summer recess. There 1is much expenditure at stakg-ﬁ- over
£4ga;#;_;ear for the UniteéHEEEEESE as a whole. This will
have to be loocked at as part of the Public Expenditure Survey.
Moreover, as Patrick recognises, the public interest manifested
by David Sheppard's Dimbleby lecture means that we need to
think through carefully what our response should be in relation
to our overall policies. We need to be quite sure how we
define our future objectives in the urban policy area. This

Egbuld not be rushed.

Finally, a word of comment on the organisational options
discussed by Sir Robin Ibbs. I agree that the existing
arrangements fall short of what is necessa to_tackle the

essential probig;g__aecisively and effectively. But I  have
doubts about his choice of a new quango as the best way forward.
That would put a politically sensitive programme into the
hands of a third party. There would be great dangers of
pressure for higher expenditure. I would prefer to see the
existing arrangements improved by seconding staff from other
relevant government departments, local authorities and the
private sector. Tﬁgfggig?émme would then remain under direct

Ministerial supervision, with no essential loss of control.

I am copying this minute to Patrick Jenkin, Sir Robert Armstrong
and Sir Robin Ibbs.

T{] CH‘.\.T

J, PETER REES

CONFIDENTIAL
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12 June 1984

MR THRNBULL ¢ Mr Redwood
rd

URBAN PROGRAMME REVIEW

We commend Patrick Jenkin's courage in having instructed so

s

searching a Review, and feel that he has been well served

by the Treasury/Environment/Efficiency Unit team which

undertook it.

B,

—

Like Robin Ibbs, we believe that the formation of a separate

agency to manage the Urban Programme is the most promising

of the four options suggested by the Review Team - because

—

it is the most likely way of getting things done. 'But this

is not a uniquely right solution which makes all others

wrong. It is beset with some political hazard. It could

# -
amount to the creation of "no-go" areas for local

R e St S T iy
authorities - much as the London Docklands and Merseyside
ﬂ
Development Corporations already are, but on a much larger

scale.

At this stage, Patrick is wisely seeking handling advice

only. We agree that the Prime Minister should hold an early

.
preparatory meeting with Departments represented on the

Steering Committee (Treasury, Environment, Efficiency Unit -

and Policy Unit).

ROBERT YOUNG




PRIME MINISTER

URBAN PROGRAMME REVIEW

I have seen the final draft of the Urban Programme Review
report. The Efficiency Unit has been involved in the review which
has provided a good opportunity for seeking better value for
programme money. The review used "scrutiny" methods and started by
establishing the real facts on the ground, rather than relying on
desk work. 1 |

—

The report contains much of interest. However one important
message does not come out as clearly as it might: although there is
no conspicuous waste in the programme as administered at present,
the existing strdcture for dealing with urban problems is failing to
focus expenditure where it can be used to best effect.

The report argues convincingly that the problems of inner
cities are very bad and likely to get worse. There is a need,
therefore, to seek radical ways of making improvements.

Of the four options put forward in the report (paragraphs
158-166, pages 73-77) two are worth careful consideration. Option C
recommends reorganising the existing structure to co-ordinate and
focus Government expenditure better. Option D recommends the
establishment of an executive agency to bring together the work of
central and local government and the private sector in a new
organisation.

In my view Option D is the one to go for. It is the only
option which really offers the opportunity of putting the available
money to much better use and achieving Ministers' priorities.
Option C offers the best way forward within the existing structure
but, being based on established compromise, will inevitably fall
short of what is really needed.

The executive agency would have to be set up carefully with
the right person in charge, so that it was not sabotaged by local
authority and other interests who find the present arrangements
comfortable. But a new organisation would signal clearly the
Governments' determination to find a solution to the issues of urban
renewal.

This approach will probably not be popular, elther with the
local authorities, or with Whitehall, for the very reasons which I
consider to be its strengths. It is a way of breaking the existing
mould and ensuring a new attack on the problem. It will not be easy
to set up, nor in its first years easy to run. It will need strong
clear support from you if it is to succeed.

I am copying this to Patrick Jenkin and Peter Rees, and
also to Sir Robert Armstrong.

P A
' Robin Ibbs
11 June 1984

/W by Jow Kb, Ihbs M/h)min s abserce )
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Prime Minister

URBAN POLICY AND PROGRAMME REVIEW: REPORT

1. In the last 3 months a team of officials has carried out

a Review of Urban Policy and the Urban Programme (UPPR),

working on the basis of a "scrutiny-style" approach, and
T,

with particular emphasis on the principles of the Financial
Management Initiatives. Copies of the Report are in NolO,

as your Policy Unit was represented on the small
interdepartmental Steering Committee - the other members

were from my Department, the Efficiency Unit and the Treasury.

The Review Team was led by a Treasury Assistant Secretary,

backed by officials from my Department and the Efficiency
Unit.

2. This minute seeks your views - and those of Peter Rees
e ——

and Sir Robin Ibbs only at this stage - on the handling of
S —————————

—_— .

the Report and its recommendations.

Jd

3. The starting point must be our Manifesto commitment which

listed-as one of the "five great tasks for the future

to improve the quality of life in our cities". I believe

that the Report gives us the opportunity to carry through

that task in a cost-effective, and politically effective,

manner. We now have the chance to take the initiative in

an area of major and perhaps rising concern - David Sheppard's
Dimbleby lecture is one manifestation - by positively reaffirming
our commitment, backed up by more tightly defined objectives,

better managment, and a value-for-money approach.

4. As you will see from the Report, the assessment and
conclusions are set firmly within the framework of our policies
to control public spending, and to ensure that the spending
which is necessary is groperly directed and controlled. The
report starkly confirms the severity of the problems in the
inner cities and shows that the Urban Programme is generally
well directed to those needs. The scale of those problems




would warrant increased resource allocation, and we may have

to consider that in the future; but the report also shows

that the immediate need is to ensure that the present resources
are used as effectively as possible and that other Departmental
programmes make an effective contribution. This is the aspect
that I would want to emphasise in following up the report,

both in relation to my own programme and in discussion with

colleagues.

5. I attach a note which might serve as the basis for an

early discussion. Many Cabinet colleagues have an interest,
and*I#Eave, of course, an obligation to consult them in dué
course. But to start the process, I would suggest that you
might consider convening a meeting with Peter Rees, Sir Robin
Ibbs and myself as co-sponsors of the Review. If there was

a broad agreement on the way forward, I would then circulate
the Report to our Cabinet colleagues, seeking comments, and
with a view to a wider collective discussion - perhaps in

H Committee - in July.

6. I suggest this timetable because there will be pressure

to publish the Report (from the press and from the Environment

Committee) - and I would favour doing so. This would enable

us to keep the initiative and to follow-up the Report in

a positive way. In that case we should aim to publish before
the summer recess. It would need to be accompanied by a
Government statement reaffirming our commitment to tackling
the problems of the inner cities but giving firm direction
to the ways in which that is done and the way in which those
resources are used. The Report provides a good opportunity
to do this.

7. I should add that the authors of the report were given

a free hand to reach their own conclusions - in the best

—

"scrutiny" tradition. They offer some fairly critical

--..,_____'______. "
observations on some Departmental programmes. We will need
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to consider those comments, but I would want to see them modified
or omitted if the report is published (along with some other
editing). I well appreciate that my colleagues have many

other demands on their programmes but I believe that there

is scope, within existing resources, to present more convincingly
what the Government is already doing to deal with the problems

of the inner cities and to focus that effort more effectively

on those needs.

8. I am copying this minute to Peter Rees, Sir Robin Ibbs,

and to Sir Robert Armstrong.

A,H,bowi,r
‘P“P J

{I June 1984

(Approved by the Secretary of

State and signed in his absence)
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URBAN POLICY AND PROGRAMME REVIEW: REPORT

Note by the Secretary of State for the Environment

INTRODUCTION

l. Many of the Report's recommendations relate +to the
management of the Urban Programme and are for DOE to implement.
They reinforce measures already taken to ensure cost-effective
management of projects and t ) development of value-for-
money technigques. thers ] discusions between DOE
and other Departments. ' ) priority, however, is
to decide on the genereas hi f the Government's policy
towards the inner cities : the ways in which that
can be carried forward ffectively both in the management
of the Urban Programm ) the consribution that other
Departments can make. Thi note concentrates on the main
collective policy issues, and each section ends with the guestim
to whnich I suggest we address cursslves.

ANALYSIS AND OBJECTIVES

2. The Report f£finds that the i city problem is zrooted

in economic adjustment, which | to concentration of

m——

&
dependent and disadvantaged placing exceptional
demands on the local authoriti concerned. Acceleration

o

of national economic acdjustment in recent vyears has hit
employment in the 1inner 1t rticularly hard. The
Report proposes that } Jrban should henceforth
be seen, not as a poverty I an interventionist
attempt to prevent / noma djustment in the
cities, but as ay ini ) ) programmes andc
helping Lty horiti financially and
managerially, with ¢t} ) uer A rapid adjustment
which : iencing. 1 that these inner

even while the economy

for urban

tO0 colleagues?

should be managed
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meet those obijectives and to reinforce main

CO-ORDINATION, COST-EFFECTIVENESS, VALUE FOR MONEY

4. The Report calls for better co-ordination between the
. . - g - .
activities of Government Departments and agencies in the
inner cities. In particular, the Report shows that DTI's
programmes and MSC services can make a most important
contribution to the needs of these areas and must do so
if the economic component of urban policy is to be managed
effectively. The Report suggests that this can be done

by involving those Departments more directly in the management

of —the programme at the local level in the regions. This
involves building on the present Partnarship and Programme
arrangements and developing a stronger inter-departmental
"Team" approach to tackling the most severe inner city
problems. This is Option C in the report. The other
options identified in para 158 ;;gv‘to leave things as they
are, to wind up the Urban Programme or to hive it off to
a new Agency: none of these seems as politically relevant
as maintaining the programme under direct Ministerial
supervision and ensuring well integrated use of existing

resources.

5. The Report proposes, under Option C, setting up small

teams in DOE Regional Offices staffed jointly with DTI

and MSC. This would certainly be an effective way of
developing the inter-departmental approach and I would
welcome the views of colleagues on that proposal. Whether
or not it proves possible to adopt that idea, the essential
thing 1s to ensure that all Departments involved in this
work, both at the centre and in the regions, are seized
of the fact that we are committed to tackling these problems
and that this requires "affirmative action" in ensuring
that Departmental policies and programmes are properly
responsive to those needs. Much can be done, within existing

resources, by co-operative working, flexibility and initiative.
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6. Are colleagues able to give support to developing this

positive and innovative approach to programme management?

RESOURCES

7. The Report makes no recommendation on the overall level of
resources to be allocated to the Urban Programme. Neverthe-
less, as it does vividly record the deteriorating conditions
in our inner cities, and found no evidence of significant waste’, it could
be argued that an increase in resources was justified. In
the current PESC round, DOE has concentrated on seeking
improvements in efficiency rather than entering a bid for an
increase on the baseline for 1985/6. However, the stability
of the baseline at the 1985/6 1level in real terms is
absolutely essential, and the gquestion £f a further bid may
need to be considered in the future, in the light of the
Report's analysis of the scale of urban deprivation. This is
particularly so in view of the imposition of VAT on building
alterations and conversions. After several years of increas-
ing private sector activity in this area - especially the

conversion of public sector housing stock into private sector

development - the VAT change has severely diminished our
credibility with the private sector as well as prejudicing

many schemes which were previously planned.

8. Can we ensure at least stability in the planned (and

published) expenditure line for the Urban Programme? Without

that it will be wvery difficult to secure improvements in

programme management and cost effectiveness.

PUBLICATION: A GOVERNMENT STATEMENT

publishing the Report,

editing out of particularly

the norm for "scrutinies”

would be helpful in bringing home to local authorities

the public some of the hard alities of the situation.
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The Review's existence 1s public knowledge and there are
already demands for publication. The Environment Committee
will want to see it. It would be better to publish with good
grace than reluctantly, taking a positive line rather than a

reactive one.

10. If the report is published it should be accompanied by a
Government statement preparing the way for more detailed
follow-up. It is for consideration whether a White Paper or
Green Paper approach would be appropriate, either at the
publication of the Report, or after  a consultation period.
Whichever course is adopted, the Government should retain the

initiative.

1l1. Should the Report be published together with a restatement

of the Government's commitment to an effective urban policy

and firm direction of the programme?

June 1984
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URBAN POLICY AND PROGRAMME REVIEW

Summary

The inner cities are bearing the brunt of economic adjustment.
The dependent sections of society - the unemployed, the single
elderly, the single-parent families - are becoming increasingly
concentrated in them. Their firms are in a weak condition
and are losing employment. All these trends are likely to
continue to worsen in the foreseeable future.

The consequences for local government are serious. The normal
redistribution of resources through the rate support grant
and the capital allocation system is not adequate to deal
with adjustment on this scale. Yet it would be senseless
simply to put more money into the hands of local authoritieés
in whom the Government has no confidence.

The role of the Urban Programme is to supplement the resources
of the inner c¢ity authorities in a controlled way. Its
machinery enables central government to help them both
financially and managerially to cope with their acute social
problems, to improve the environment and to enable the local
economy to re-stabilise at the highest 1level that market
forces will support.

This Review adopted 'Scrutiny' methods, and much of the Team's

time was devoted to direct inspection of a sample of projects.
The Team found little evidence of wasteful expenditure: money
is tight enough at present to ensure that efforts are made
to obtain good value for it. There are, however, ways in
which the management structure could, and should, be tightened
up .

Urban policy is not something that can be left to the DOE.
Major aspects of it are the responsibility of other Departments.
DTI and the MSC, in particular, need to be fully involved,
especially in the economic component of the Programme. The
Team puts forward suggestions as to how the policy might be
better co-ordinated.

PERSONAL AND CONFIDENTIAL
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,do not propose a radical change in the basis for distributing
subsidy. We undertook in 1979 to re-examine the structure of
shipping subsidies and to "inerease them in real terms as part
of the process of moving closer to road equivalent tariffs".
Our re-examination esulted in early progress in extending
subsidies to the North Isles services and to the bulk shippers
and overall subsi has been increased substantially in real
terms in each year since 1979. I have however concluded that a

change to an RET-based system of subsidy should not be pursued.

There are several reasons for this. First, I estimate that full
RET implemented on a basis that would be acceptable to the more
remote island communities, would produce a subsidy bill of at
least £23m, without allowing for the extra investment costs that
would be generated by increased demand. In the  light '"of: our
overall objective to contain public expenditure it is
unrealistic to expect such increases in financial provision. I
am also conscious that since under RET the subsidy requirement
each year would arise from the automatic application of formula,
unrelated to shipping costs, that requirement could change
dramatically from one year to the next. Sudden increases in
subsidy could only be achieved at the expense of other services

for which I am also responsible.

Second, it has become particularly clear in the 1last two or
three years that a period of major new capital investment for
our shipping services lies ahead. Caledonian MacBrayne's new
Arran vessel was launched last December and is now being fitted

out for the 1984 season. I have recently approved the Company's

investment proposals for a further new vessel to replace the MV
Hebrides. I

am giving substanti: financial assistance to P & O
for the refurbishment of the 8t Clai A decision will be
required soon on the replacement of the MV Orcadia, which
provides internal Orkney Islands services Forthcoming terminal
developments include expenditure of around £5m at Ulig, Tarbert
and Lochmaddy and major reconstruction of the ferry terminal at
Scrabster. Work has recently been completed on pier
improvements on Tiree, and further financial assistance will be

required to improve the steamer berth at Mallaig and the pier at




Tobermory. There is theref substantially more public
expenditure on our shipping service: is indicated by the
annual revenue grants alone. lhird, I have given weight to the
Monopolies and Mergers Commission's general recommendation that
fares should, in the ‘ii 2sts efficiency, be related to
costs incurred. LE vty 3 ital that under RET, where fares
would be unrelated to costs and Government simply obliged to
pick up the balance of costs, operators would tend to become
inefficient. Since there will always be only a finite sum
available for support of shipping services, inefficiency of
operation could only endanger future investment in .new vessels
and terminals, to the detriment of the quality of services in

the longer-term.

I am however mnscious of the desirability of having a fares
system that i 2arly understood. P & O and the bulk shippers
are private sec operators who fix their fares and charges on
a commercial sis e ges being rebated with the benefit
of subsidy. angments will continue. In the case of
Caledonian MacBrayne ¢t] fonoj ies and Mergers Commission noted

the company's policy I ; s on one route should be

comparable with those on another, and that a standard fare scale

should be adopted consisting of three elements, pier dues, toll
charges (reflecting the cost of loading) and distance charges.
Such a system should produce a structure of fares tapering with
distance. The Commission noted that no recent progress had been
made with this system and that as a result significant anomalies
now exist 1in the 1 structure. They recommended ¢that
Caledonian MacBrayne should make renewed progress towards such a
system, starting with an up to date examination of the structure
of costs. I have asked the Company to proceed on this basis.
The new fares system will take some years to implement fully,
but a start will be made in fixing the charges for 1984/85,
which the Company will be announcing shortly. The result will

be a standard fares system which should be more equitable than

at present.

I am aware that my decision not to proceed with road equivalent

tariff will cause disappointment in some quarters. However the
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Secretary of State for ihdustry

WITH PERMISSION, FR SPEAKER, 1 SHOULD LIKE
T0 MAKE ‘A STATEMENT ON THE GOVERNMENT'S
REVIEW OF REGIONAL ECOHOMIC POLICY,

I HAVE TODAY LAID BEFORE THE 1HOUSE A WHITE
PAPER ENTITLED “REGIONAL TNUUSTRIAL
DEVELOPMENT”, AHD 1Y UEPARthHT WILL
PUBLISH SHORTLY A FACTUAL BACKGROUND PAPER
ON THE EFFECTIVENESS OF REGIOWAL POLICY
AND UTHER REGIUNWAL 15SUES.

Secretary of State for Industry

THE GOVERNHENT REMAIN FIRMLY COMAITTED TO
AN EFFECTIVE REGIONAL POLICY.
ALTIIOUGH THE ECONOMIC CASE FOR REGIONAL
INUSTRIAL PULICY TODAY IS WOT'CLEAR CUT,
AND TIiE ECONOMIC CUSTS OF SUCH POLICIES
MUST BE SET AGAINST THE BENEFITS, THERE
REMAINS A SOCIAL CASE FOR REGIONAL
[NWUSTRIAL PULTCY TO REDUCE REGIONAL
IMBALANCLS [ EIPLOYMENT OPPORTUNITIES.

THE GOVERNMENT BELIEVE THAT THERE IS SCOPE
TO INCREASE THE EFFECTIVENESS OF REGIONAL
POLICY AND TO ACHIEVE BETTER VALUE FOR
MONEY IN THE REGIONS WITH LESS ADVERSE




Secretary of State for Industry

HOWEVER, RUG WILL I FUTURE BE PAYABLE OWLY
TOWARDS PROJECTS WHICH PROVIDE OR MODLRNISE
CAPACITY AWD SIMPLE REPLACEMENT INVESTHMENT
WILL WOT QWUALIFY FOR RUG.

GRANT WILL Bt PAYABLE AS A PKUPURTION OF
CAPITAL EAPENDITURE, OR AS AN AMOUNWT FOR
EACH WEW JUB CREATED BY A PROJECT,
WHICHEVER IS THE [URE ADVANWTAGEOUS TO THE
[NVESTOR; BUT, WHERE GRANT IS PAID 1N
RESPECT UF CAPITAL EXPENUITURE, IT WILL Bt
LIMITED BY A CUST PER JOB CEILING.

Secretary of State for Industry

THE WHITE PAPER SETS OUT A WEW STRUCTURE
FOR REGIONAL TWDUSTRIAL INCEWTIVES
[NVOLVING MAJOR CHANGES TO THE REGIONAL
PDEVELOPHMENT GRANTS SCHEME.

AT PRESENT RUGS OVER-CONCENTRATE ON CAPITAL
INTENSTVE PROJLCTS AND ON MANUFACTURING

[NUUSTRIES.

[N FUTURE Wk PROPUSE RuGs SHOULD BE AIMED
MORE PRECISELY AT JOB CREATION.

THE NEW Rue SCHEME WILL BE WIDENED IN SCOPE
TO COVER PARTS OF THE SERVICE SECTOR IN
ADDITION TO MANUFACTURING.




Secretary of State for Industry

FOR THe SAKE OF SIMPLICITY SMALL FIRMS WILL
B EXEMPT FROM THIS LIMIT.

THESE CHANGES SHIFT THE PAYMENT OF
AUTOMATIC GRANT ASSISTANCE TO PROJECTS
WHICH CREATE JOBS.

IN ADDITION THE IMPORTANCE OF SELECTIVE
ASSISTANCE RELATIVE TO Rues WILL BE
INCREASED;  AND Re-LOCATIUN PROJECTS WHICH
OFFER NO WET INCREASE I JOBS WILL WOT
NORMALLY BE ELIuwIBLE FUR REGIOWAL SELECTIVE
ASSISTANCE.

Secretary of State for Industry

[NDUSTRY ATTACHES GREAT IMPORTANCE TO THE
AUTOMATIC AND PREDICTABLE NATURE OF THE RDG
SCHEME..

THEREFORE GRANT WILL CONTINUE TO BE PAID AT
STANDARD RATES AND BY REFERENCE TO
PUBLISHED CRITERIA.

TO AVOID DISRUPTION OR UNCERTAINTY ARISING
FROM THESE CHANGES THERE WILL BE A TWELVE
MONTH TRANSITION PERIOD FROM THE
INTRODUCTION OF THE SCHEME BEFORE THEY TAKE
FULL EFFECT.

FUR PROJECTS WHICH HAVE ALREADY BEEN
OFFERED SLECTIVE ASSISTANCE, RDG WILL

CO