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SECRET

PUBLIC EXPENDITURE, 1980-81 TO 1983-84
INTRODUCTION TO REFORT ON THE SCOFPE FOR REDUCTIONS

Introduction
At Cabinet on 24 May, officials were asked to report on:

{a) the public expenditure plans inherited from the
previous Government;
(b) the scope for reductious.

A separate report, "The Inherited Plans", .available to Ministers

in their Departments, deals with (a). This report deals with (b).
factual and analytical

2. These two reports present the/material on the basis of which

Ministers will now determine the changes which they wish to make

in the plans inherited from their predecessors. The survey covers

a five-year period. Decisions for 1979-80 have already been taken

and sannounced in the Budget. Decisions taken in this survey for

1980-81 will be -~ 1.>used in due course as the basis for cash

limits, Parliamentary Estimates and the Rate Support Grant for

that year. Decisions for the later years, 1981-82 to 1983-84,

will be more provisional.

3»  This report covers about 98% of public expenditure, and
comprises contributions from most major spending Departments.

Those excluded are Departments whose expenditure is almost entirely
on civil service pay: they are mostly very small and will be

¢covered in the Civil Service Department (CSD) report on the recent
decision by Ministers to seek cuts in civil service costs. The

5D report will also cover the civil service pay and related costs
of the Departments contributing to this report: where options for
reductions (or additional bids) are presented in this report which
Would affect such costs, account will be taken of that fact in

the CSD report.

%+ A separate report to Ministers deals with the financing
Tequirements of the nationalised industries. Sales of assets are
il50 the subject of a separate Ministerial exercise.




Options for reducticons

included
L The options for reductions/in this report are presented in

accordance with the Cabinet decision. Except in the defence, law
and order and health programmes, officials were asked to identify
options for each Department amounting to its share of the cuts
identified in Opposition, or (if greater) 74% of its programmes
(or share of programmes) in 1980-81, as in Cmnd 7439, 124% in
1981-82 and 173% in 1982-83; and options in 1983-84 not less than
those for 1982-83,

B. In the defence and law and order programmes, officials were
asked to effect the maximum economy in the use of resources before
formulating proposals for increases in expenditure. In the health
service, officials were asked to identify the maximum cuts within
the Manifesto commitment.

e Table 1 summarises the contents of the Departmental contri-
butions to this report. The identified options for reductions

are shown in line 10 (and listed in Table 2.). They include decreases
resulting in later years from the Government's decisions in respect
of 1979-80 (eg Budget cuts and cash limits squeeze) and reduced
requirements (some resulting from the changes in economic asgsump-
tions since Cmnd 7439 - see next paragraph).

Economic assumptions

B. The economic assumptions underlying the figures in this
report are listed at Annex D . They are working assumptions,
which take into account the Budget of 12 June. They are different
from the assumptions underlying Cmnd 7439, and hence estimating
changes have been made in some programmes: these changes are
included in the options for reductions (if negative) or the
additional bids (if positive). The options for reductions, if
implemented, could themselves affect these economic factors,

especially unemployment, which would lead to further estimating
changes. '

Cansiti ]
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lepislative requirements

g, Many of the changes proposed would require legislation. Annex
Llists these options and indicates those requiring legislation

in the present session, for which the legislative programme is
already crowded.

Mditional bids

10, Line 171 of table 1 summarises the additional bids presented
by Departments, which are listed in Table 3, They include esti-
pating increases resulting from the change in economic assumptions
gince Cmnd P439.

(ontingency reserve

11. The Government have decided the size of the contingency
reserve for 1979-80. The later-year figures shown in table 1 are
those in Cmnd 74%9. Ministers will wish to decide the appropriate

level.

Shortfall

2. BShortfall in 1977-78 was nearly £5bn compared with previous
Plang, and in 1978-79 the latest estimates suggest that it was
shout £2%bn. But in 1979-80 it is expected to be lower, because
the Budget cuts and cash limits squeeze are expected to absorb
sdme of the underspend which would otherwise occur. ©Cuts of the
size shown in line 10 of table 1 would have a similar effect in
the later years.

Debt interest

3. Projections of debt interest, based on revised economic assump-
tions following the Budget, are shown in line 12 of table 1.

Locel authority expenditure

e
(48

= A separate analysis of the implications of the options for
feductions for local authority expenditure is at Annex B.

(i "
Mhstruetion

. A separate analysis of the construction content of the options
for reductions and additional bids is at Annex C.




£m at 979 Survey prices

A977=78 1978=79 1979-8B0 a1981-82 "1982-53 1945-84

Total programmes (excluding Government
lending to NIs and expenditure by Depart-
ments not covered in this report):

1. Cmnd 7439 revalued
2. Inherited plans
3. Budget cuts ete in 1979-80

3A. Social security changes announced
1% June

Expenditure by Departments not covered
in this report (inherited plans less
Budget cuts), and other items:

NIs' total borrowing

Other expenditure by Departments
not in report

Contingency reserve (Cmnd 7439)
Sales of assets, 1979-80
Shortfall

Total, lines 2-8

Options for reductions presented
in this report - see Table 2

Additional bids presented in
this report = see Table 3

Debt interest (public expenditure
definition): latest projection
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Iines 1 and 2. Exclude former adjustment in respect of child
tax allowances. BP share sale proceeds are added back in
1977-78 (£697 million). Programmes presented in "cash" terms
have been revalued again since report on "The Inherited Plans",
using post-Budget economic assumptions: see Annex D,

Line 2. Differs from line 1 by including announced changes
nade by previous Government to Cmnd 7439 plans: chief items
in 1979-80 were reductions in Estimates (eg £185 million on
employment services and £50 million on agriculture) and switch
of £200 million of export credit to Trustee Savings Banks.

Line 3. Includes all changes made by the Government affecting
1979-80, except sales of assets which are shown in line 7, and
social security changes shown in line 3A.

Line 4. Beparate report is being presented to Ministers on
nationalised industries' investment and financing review.
lHeanwhile no assumption made about level of reductions. Short-
term borrowing and leasing is included, as recommended in
investment and financing review.

Line 5. ©SD will bring forward report in due course on this
expenditure. Meanwhile no assumption made about level of
reductions.

line 7. Includes £} billion for 1979-80, because although aim
1s £1 billion not all sales may reduce public expenditure total

\though they will reduce PSBR). Figures for later years will
énerge from separate review.

“ne 8, Includes post-Budget estimate of around £1 billion for
1979-80. For later years, shortfall would be similarly affected
0y large cuts in expenditure (see paragraph 12 of introduction),
and same figure as for 1979-80 is included.
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Optione for Reductions

. following list summarises the options for reductions mentionmed in the separate

rartmental sections below. Work done under another Department's programme by

2 ig included under the Department concerned. Savings required for offsetting

iitional bids are also included.

£ million, 1979 survey prices

1980
-1

1581 1982 1983
=82 =83 =84

inistry of Defence

i7: Overseas Development Administration

. Uverseas Aid
i. verseas aid administration

bl

weign & Commonwealth Office: other

. Uverseas representation
L. verseas information
L Other external relations
nMilitary aseistance

pial

i (total)

T (including Intervention Board, DAFS, Welsh Office)

+ Market regulation

L Sheep and potato guarantees (abolition)

L Adninistrative savings (MLC) from item i,ii
W lepital grants: reduced rates

g buidance premiums: reduced rates

L P4 gllowances: reduced rates, Jan '82
LRED

: ‘gricultural Training Board

" Dperditure economies by ADAS, ete

; Selaries and gemeral administrative expenses
o Szles of land

“ Uispersal to Merseyside (abandonment)

; Other minor options and rounding

ieduced requirements

s Land drainage

“Srategic food stockpile

] :
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167 216

_:#5 option has to be considered in conjunction with the corresponding additional
*in Annex B. (The same is true of some other smaller options and bids.)
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yeent of Industry

ard and buildings

tpent of Trade

uriss
rpart promotion
rafe regulation

n

finent of Employment

E?ﬂ;c-:-d requirements
=iect of Budget cuts

‘et of Energy

i IRG Seheme

heleer R g D

L]

ment of Transport

"8l roads: capital

v 1980 1981 1982 1983
-81 -82 -83 -8l
o Commissien (total) 10 11 12 12
¢ reductions in baseline 35 Lz 29 33
rther estimating changes since the baseline,
icluding reduced receipts =2k =15 2 21
sional development grant 135 170 1re 195
iomal selective assistance 1 5 7 8
" a ) 8
ceearch and development 7 10 25 10
:ionz]l Enterprise Board - L6 97 86
lective assistance for individual industries etc g 8 20 12
sictions in provision for future industrial support - 2 27 43
kslition of provision for future industrial support 9 15 15 20
166 283 L08 L2g
2 5 8 7
2 5 2 8
9 b ) 5
ezl anthority consumer protection 3 5 7 7
entral and miscellaneous services 1 1 1 1
oeal authority loan sanction 1 2 2 2
18 23 30 30
t Credit Guarantee Department
fuise to 70% foreign currency financing L 16 31 B
wrer only 7-year maturities 2 8 28 b7
4 24 59 81
61 €8 07
15 - - -
ftrt-time working compensation, reductions
in staff and MSC,illustrative 258 Loy 529 hgg
498 565 636 636
i ) i 2 5]
“i-miclear R & D and energy conservation 5 5 11 11
; 7 12 23 21
:fELatance to ecpal industry 5 25 25 14
“Hlges since Cpnd 7439 I -2 -2 7
2 4o 56 56
“lorvays and trunk road 25 51 56 56
L 51 68 68
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1980
=81

1981
-2

ifi. Other local capital expenditure

iv. Local roads: maintenance

v« Loecal passenger transport subsidies
ri. Local concessionary fares

vii. Other local current expenditure
vifl. Support to British Rail: pensions
ix. Support to British Rail: other

*. Support to NFC: pensions

xi. Other suppert to transpeort industries
xii,Ports

wii .Other transport services

¥iv.Driver and Vehicle Licensing Centre

Total

DOE (Housing)

i. Additional council house sales

ii. Acguisition of dwellings

iii.Land acguisition

iv. Local authority new housebuilding

V. Private sector improvement grants

vi. Subsidies: estimating changes

¥ii. Subsidies: rent increases faster than earnings

vifi Subsidies: further "massive" rent increases, and/or
an unspecified cut in housing capital

Total

DOE (Property Services Agency)

i. BRunning costs
ii. Major new works and acquisitions {less disposals)
iii. Departmental administration

Total

DOE (other)

Regional Water Authorities
Britigh Waterways Board
Local environmental services: current
Local environmental services: capital
New towns: industrial and commercial
Administration

vii. Research

viid. Central miscellansous

ix. Community Land

%. Urban programme

¥i. Development Commission

xii.Parliament, etc

Wiif.Miscellaneous items from other programmes

Total

Home Office

i. Fire Service

ii. Community Services

iif .Prison Buildi (PsSA)
iv. Registration of electors

Tatal

15
3
b3

i
15
57
34
21
70
16

40
130
28
45

1

750

100
130

78
503

100
130

60
532

- unnquantified -

56
100

200

198
200

1,095

£l

5

-

1, 48

1,869

2,315

=
I

s

o

[ L = T =T T O i




e 1980 1981 1982 1983
S{:CRET ?81 -82 =83 -84
mancellor's Department
(ert building 5 3 - -
lezal aid = s 1 R
> i 1 =
tpant of Education and Science
mlve under-5 expenditure 70 100 110 115
Llve school transpert from Sept '80 4o 60 5o} &0
islve school meals/milk by 1982-83 7o 125 200 200
wdece school standards 100 200 Loo Log
fs school building beyeond basic need 30 50 So S50
wition fees for 156-18 from Sept '80 Q0 100 130 130
r education cut to 1977-78 level 50 100 150 150
_gdvanced further education cut to 20 50 80 85
1977-78 level
figner/Turther building programme halved 10 25 35 5
--]_‘L cost fees for overseas students from
tept 1980 65 100 100 100
Itreage parental contribution to student
jrants; and abandon 16-18 awards scheme 30 50 Lo Lo
Baduce Youth Service below present level 5 10 15 15
ialve planned adult education 15 20 20 20
ledice inspection and administration 15 35 50 50
leduced rTequirements - - 20 320
edire grants to Research Councils 20 35 S0 50
af BE0  10BR0. 1510 1530
2 of Arts and Libraries
Iritish Library building postponement b 3 ) L)
Bsfuce British Library services 2 3 i b
wafuce Arte Couneil (ete) support 3 Iy 5 g
#ute dther central government capital
_spenditure - 1 1 1
#tuce national museums and galleries purchase
j;:‘an".s, capital and current expenditure 2 4 10 10
ite capital and current expenditure on
local musenms 2 3 5 2
educe expenditure on local libraries 15 25 39 a5
; 28 7 &7 67
: ind personal esocial services
TeStription and dental charges
\effect of 1979 Budget) e ka2 41 ]
“neral medical and ophthalmic services 2 2 2 -
.ms"hﬂtiﬂn charges raised to 70p 32 31 %0 20
Ins f"'rﬂ milk restriction 3 3 5 2
.-t tasualties, recovery of full cost - 57 57 57
reipp visitor charge:- = 21 21 21
n.equences of Budget for PSS 10 10 10 10
fination of non-demographic growth from PSS - & 23 -
“uction in standards of PSS for elderly, disabled
d children 78 135 186 209
h S T S S

‘C"?"a"‘*r"rr—'-ﬁ-




Il sl 1980 1981 1982 1983
SECRET 8 82 -8 -8

2 Secarity (GB):-
utimating changes 329 381 277 -72

i |
-fiizes only' upratings au 265 80 505 !
uaff redeployed on fraud and abuse work 20 20 20 20
terlovers pay sickness benefit for first

gsix weeks - 300 500 =00
mmild dependency allowances held back 10 0 Ls 55
ise pension age for women to 65 by steps %0 50 80 100
itelish earnings = related supplements to

gort-term benefits 280 260 260 260
kld back earnings limit for pensioners' wives 8 13 18 18
¥inor Savings (eg abolish death grant) 54 52 . 45 535
Pensicns ete uprated by substantially less

than prices, and child benefit cut below

erieting rate 1,100 2,200 3,000 3,100

k1 sutions 1,586 3,190 4,148 4 bk

f2jesty's Stationery Office
rtione in Bervices 8 12 15 18

fral Office of information :

wtions in publicity services 2 * 5 5

|
il Service Department: ‘

il Superanmuation Z 2 & -
tland

stle programmes 315 455 59 A0
Al L |
festtish Development Agency =i 7 7 g
#ction 7 agsistance . ; . }
-f{:lfm-:-d requirements ] ] 1 =
“ghlands and Islands Development Board 1 2 25! 3
il {ron comparable programmes) 29 56 39 i
o]

\:.."E:m.g L 7

'j'ﬂﬂ_? Development Agency H = 12 L
*ttion 7 Assistance = ! 2 :
“ales Tourist Board ¥ % ; -
“lance of programme L 1 1
“liced requirements i g : E:
Tatme £

?ﬁn:-wa;-.’s and trunk roads 6 10 1I+ f |
Rt transport 7 12 i 1%
Tame 7

. Hidies - estimating changes - = 3 2
._ﬁ::'?ldlea - higher rents = 5 i 3
.;:E'—Dn mortgage subsidy A 2 2 2
“Et-time buyers' scheme s 5 A 3

LA
i

Ty B 1-..-_5-




thRE ' 1980 1981 1982 1953
-81 -82 -8z _g
v. Housing associations 3 = 3 1
vi. New housbuilding 18 23 24 2l
vii.Council house sales 2 6 [ N
viii,Further unspecified reductions 38 L6 56 56
Programme &
i, Welsh Water Authority 3 3 3 3
ii. Loeal Authority LES capital LDS 1 2 3 3
iii.Loecal Autherity LES current = 12 14 10
iv. Coast protection - - 1 1
¥v.: Community land 10 10 10 10
vi. Urban programme = 1 1 1
Programme 10
i. School building improvements 2 3 3 2
ii. HFE building programme - 1 1 2
iii.Libraries and museums: capital
expenditure = T 1 1
Programme 11
i. Health 5 10 9 b
ii. Perscnal eBocial eervices 5 8 12 12
Tatal 121 175 213 215
Northern Ireland
Percentage reductions 130 218 308 308

GRAND TOTAL

6,615 10,410 13,220 13,35+
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Additional Bids

isllowing 1ist summarises the additional bide put forward by Departments which

imted to the exercise.

£m 1973 Survey Prices

1980 1981 1982 1983
-81 -82 -83 -84

stry of Defence :
wse in Defence Budget 88 316 56l 828

(verseas Development Administration

fverseas aid administration 1 1 = -

(ther external relations: pensions 1 1 - =
e - 3 —

{other )

i andibility programme - - 1 1
lwreased training and loan service

personnel b L b L
B e e i :
(total) 236 kb 376 Led
lineluding DAFS, Welsh Office,
kriention Board )

lcrease higher Sheep Allowance in LFA 5 5 4 i
#structuring Fishing Industry 8 10 13 8
'iEE fisheries protection L 11 12 &
anes tidal scheme 37 2 3 =
“her arterial drainage 9 10 12 12
*placement of sugar stocks 2 7 7 -
“irnover or renewal of other stocks by 4 & 3
‘ 73 L8 5k 33
=1y Commission

“muisition of land 3 3 3 3
"ional increase in interest - = - 1
- 3 3 3 &
Titent of Industry - - = =
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1980 1981 1982 1983
=84

prartment of Trade

e ——

i, Firms - 1 1 1
ii, Trade regulation 1 1 1 1
i4i,Shipping 3 1 ! !
ir, Givil Aviation Authority fiseh *6 5 3
total 10 9 8 6
iport Credits Guarantee Department
i, Refinancing of fixed rate export
eredits =14 =12 =22 28

ii, Interest support costs 171 122 65 =26
i4i,0ost escalation cover 17 17 15 4
Total ' 174 127 58 6
lartment of Employment b b 4 4
lgartment of Energy
i, Muclear RED 18 18 18 19
i, hssistance to NCB 138 133 139 P10
il.Tripartite gas centrifuge 15 15 = -
ir, 0i1 pipeline and storage system 8 5 1 -
Total 179 171 158 158
Mpartment of Transport
I Motorway maintenance 5 3 2 2
ii, kesistance to Port of London Authority & 2 = -
LLIVLC: Post Office agency services 3 B 1 =
n, IVL: computers 2 J _L*
Tntal 16 9 7
Ypartment of the Environment: Housing 200 296 260 Bl
:'-‘Sﬂ!'tment of the Environment: other
brironmental research:
“loactive waste management research & 5 b 3
“artment of the Environment: Property

rvices Agency - - - =
5 0ffice

" Crown prosecutions, legal aid etc - - 3 9

'HﬂElatratas Courts: running expenses 2 2 b 6

“Wagistrates Courts: building programme 5 5 11 18

f' Frisons: staff 7 7 9 11
i, isons: rent allowances - 1 1 |

Prison industries ete 5 4 6 &

H.Prigong: building programme (PSA] 2 2 2 [
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vifi. Probation: manpower ete

i%. Probation: building programme

x. FPolice manpower

xi. Police pensions

%ii.Police: civilian support, goods and services, ete
wiii.Police: central support services
xiv.Police: btuilding programme

¥v. Firemen's pensions

xvi.Control of immigratiom etc

xvil Computers etc

wiilRegistration of electors

Total

Lord Chancellor's Department

i. Verbatim court reporting etc

ii. Consolidated Fund: additional judges
iii.Legal aid

Total

Department of Education and Science

Schools: assisted place scheme (up to a
maximum of )

Office of Arts and Libraries

Department of Health and Social Security
(England):

Health:=-
i. FPS5: general medical and ophthalmic services
ii. Centrally financed services
iii.Hospital and community health:
demographic growth

Pergonal social services:=-

i. Children and Young Persons Act
1969 amendment

ii. Demographic growth

Total Health and Personal Social Services

Social Security (GB):-

i. Phasing our retirement pensioners'
g earninge rule
ii. Implementation of EEC directive on
i gey equality
iii.Child benefit uprated in line with
' prices in 1980
iv. Make maternity grant non-contributery
v. Administrative changes |

Total Social Secutiry

SECRET
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i Yajesty's Stationery Office
. Mere frequent printing of tax tables
(ffice machines etc

fabal
yipgl Office of Information

il Bervice Department :

iril Buperannuation

SootLand
lmparable programmes

hogramme b

iiles

Mogramme 4
i, Development Board for Rural Wales
ii, Velgh Development Agency
Imgramme 7

Housing
frogramme 8

irterial Drainage
mgramme 10

lezisted Places scheme
Frogramme 11
L Health
i, Personal social services

Total

frthern Ireland

justnents arising from Fevised economic
i tions

SELRET

1,434 2,002 2,223
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e PROGRAMME
=0, inc PSA expenditure) £ million, 1979 Survey prices

1977 1978 1979 1980 1981 1982 1983
78 =79 <80 81 -82 -83 -84

tmmd 7439 revalued 7,550 7,573 7,917 8,177 8,219 8,227 -
survey baseline 7,550 7,573 7,927 8,177 8,219 8,227 8,227

Budget cuts, ete +100 - - - =
Options for reductions - - = = E
Line b a8 % of line 1 i - 5 o =
idditional bids 88 56k

, Fart 1 of the PESC Report summarised the growing military threat from the
rsaw Pacty NATO's defensive strategy: the UK's contribution to the fulfilment
il that strategy, and other military commitments:; NATO's financial targets for
iafence spending and their plans for modernisation of Alliance forces; the
lgetary underprovision for defence in recent years by comparison with the last
merment ' costed defence progremme; the military censequences of 'that under-
bovieion, eand commitments which now exist but were not provided for in that
tted programme.

Since Part 1 was prepared the baseline figure for 1979-80 has been increased
o take account of the £100 million increase announced in the Budget on 12 June.
M Hinigtry of Defence's case for additionsl bids in the PESC period is summarised
dow. The spending authorities are the MOD and the Property Services Agency.
b0 legislation would be required, and the retail price index would be unaffected.
t tongequences for Civil Service manpower cannot be asseased at this stage.

al The Government have a political commitment, reaffirmed in the Queen's
Speech, to improve the security of the nation and strengthen our contribution
to NATO.

b At the NATO Defence Planning Committee Meeting in May the Secretary &f-

State for Defence accepted the Alliance's call to aim for 3 per cent a

fear real increase in defence epending to 1986. This was not in itself a
binding commitment, and was recognised as being subject to Ministers'

decisions on public expenditure. But, taken with the CGovernment's declared
intentions on defence, it reinforces the strong public and Alliance expectation
that the Government's epending plans, when announced, will include a 3 per

tent annual real increase in the defence budget.

¢) The last Government consigtently failed to approve the defence budgeta which
thelr own published projections had shown to be necessary at the time of :
their Defence Review (1974-75). Since that date moreover the military threat
to the Alliance has increased.

ld) The inherited defence programme shows a substantisl upswing in planned
fpending on equipment for all three Servicem over the PESC period. This is
lecessary to finance a programme with a heavy production content, including
the Tornado aircraft, the Navy's rolling programme of ASW cruisers, Type

‘2 destroyers, Type 22 frigates and nuclear-powered submarines; and additional
Ehleftﬂin tanks, Milan anti-tank missiles and Army air defence improvements.
“t was for this reason that Ministers increased the defence budget for 1979-80
7 £100 million. The level of expenditure on equipment is planned to increase
% 25 per cent in real terms over the PESC period.

SEaper
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(e) Over the same period the requirement for uniformed manpower incresses
by 7 per cent, compared with the current low starting-point reflecting
shortages stemming from discontent with pey and conditions of mervice, The
restoration by the Government of pay levels comparable with outside emplg
and the declared intention to retain this relationship, greatly improve tha
prospects of achieving the manning levels required, though contimiing '
efforte to recruit and retain manpower will be needed.

(f) Apart from their general insufficiency (see (c) above) the last Governs
Defence Review budget projections have proved to be unrealistic in ons
important respect. They assumed some downturn in funding requirements hetyes
1981=-82 and 1983-84. In fact, as stated above, there will be a significan
increase in the cash required for equipment over this peried.

(g) Ministers have yet to take decisions on how the defence programme should
be enhanced. Issues to be considered include nuclear capabilities; the
remedying of weaknesses in the present force structure (including the dirs
defences of the UK, and the improvements called for by NATO through the
Long Term Defence Programme); and the nation's defence interests outside §
NATO area. It is therefore premature to put forward a precise programms
of costed improvements. However, in the MOD's judgment the additional bide
now made are the minimum necessary to provide Ministers with a small margil
for some enhancement of the capabilitiee, which would have been required
to implement the policies inherited from the last Government.

3. The Ministry of Defence will play a full part in the search for administrafai
economies throughout Government. This will yield financial savings which camnd
yet be quantified; the Ministry have however taken account of these factors inj

. framing the additional bids. The Ministry point out that the scope for fresh
savings has been diminished by past economies achieved since the formation of &
unified Ministry in 1964, and latterly intensified as a result of budgetary
cuts under the last Govermnment; and that continuing commitments outside our miE
defence effort, such as those in Northern Ireland and Belize, give rise to cosi®
which must equally be reflected in the additional bids.

Lk, Treasury officials note that:

(a) the £100 million already made available for 1979-80 is added to the =
baseline 6n which annual 3 per cent increases are built; that the exces®
is similarly built into the subsequent calculations; and that the total
increase in the four years 1980-81 to 1983-84 is 12.8 per cent;

(b) in addition to the £100 million already approved, MOD's bids would
represent an increase of some £488 million more* than would be required 3
meet the NATO target of 3 per cent annual increases on & 1978-79 baselinss
throughout the Survey period;

al publi

(c) acceptance of these bids would mean that the proportion of tot -
.

expenditure devoted to defence would rise above the present 11 per
the new figure would by 1983-84 be about 14 per cent if total public .8
expenditure had by then been brought down to the 1977-78 outturn level, =
accordance with the Government's aimj

N ' ¥
ote 1980-81  1981-82  1982-83  1983-84

MOD's bids 88 316 564 . 828
Increbses

required to

achieve strict

3% growth -12 190 435 £95

Excess of i over ii. 100 123

126 129
SECRET




SeCRel
SECRET

and that such an increase would make more difficult the achievement of this aim;

{d) as a propotion of GDP, our defence expenditure on NATO definitions would
rige from 4.95 per cent in 1979-80 to around 5.5 per cent by the end of

the PESC period, a figure higher than those of any of our major NATO

illies at present.

treamury officials note that the MOD propose in due course to bring forward a

recise programme of costed improvements on which the additional resources now

smght would be spent, and also intend to find financial savings through a new

smomy drive (which in the Treasury view would need to include a due share of the cuts
inthe PSA worke programme on which Ministers have decided). They believe that

it weuld be appropriste to await these developments before entering into firm

cmitments on defence expenditure beyond 1981-82. They suggest that Ministers

tight indeed wish to commission studies to check pricrities within the defence

programme, ensure maximum defence value for money, and verify the requirements

fir additional expenditure.

»ZCRETs
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< AND COMMONWEALTH OFFICE: OVERSEAS DEVELOPMENT ADMINISTRATION
6145 AID, OVERSEAS AID ADMINISTRATION AND OTHER EXTERNAL RELATIONS (PART)

£m 1979 survey prices
1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84

tmd 7439 revalued 757 829 885 940 993 1051

Survey baseline 897 ol 99k 1051 1051

tmd 7439 revalued 772 Bk 905 955 1010 1067

{revised revaluation)

survey baseline 897 956 1068 1068
{revised revaluation)

hudget cuts 50

Gptions for reductions 72 _ 186 186

Ih]' as percentage of (14) 7.5 17.5
iditional bids >

s pending authority concerned is a central government department. No legislation would
required to achieve the reductions discussed below.

BSEAS ATD
1980-81 1981=82 1982=83 1983-84

timme for reductions 67 119 176 176
ssining programme ) (830) (833) (823) (833)

fittions of this order would mean that the United Kingdom would make virtually no
mess towards the UN 0.7 per cent target - indeed, performance might remain static or
@ decline = over the survey periocd. Because commitments to multilateral expenditure
dpenerally more inflexible than those on the bilateral side, reductions would fall
iely on the bilateral aid programmes including research, development, education and
iting and other home-based technical co-cperation, To this extent, the reductions
L constrain our flexibility as a bilateral donor, and might have implications for
tamount that could be spent on tied aid or our ability to respond to unforeseen nedds
'ﬂ‘itlcaLy or strategically important developing countries. If further reducticns
fequired to offset the non-availability of reductions in Other External Relations
ueions, ete), as follows:-

1980-81 1981=82 1982-83 1983-84
b 6 8 8

;'!*'1 programme would bear more than its proportionate share of the proposed reductions
e difficulties for that programme would be compounded.

b %en with these further offsetting reductions, there would be growth in aid
Pilture between 1979-80 and 1980-81 and the programme would be maintained at this
Tased level in the following years.

:ireﬂﬁur:.r suggest an alternative, and slightly more severe, option of maintaining

,“'PEramme steadily at its 1979-80 level (5?90 million) in real terms, giving
“ons as followss:=

SECRET 19
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1980-81 1981-82 1982-83 1983-84
ry proposed reductions 107 162 219 219

.zsury believe that, on this basis, it would still be possible to plan a

tactory programme of multilateral and bilateral aid, and to provids for such

seen needs as may arise. It is also the Treasury's view that the UK contribution
aut £7 million, with payment not before 1980 and perhaps spread over more than

ar] to the first window (buffer stock finaneing) of the UNCTAD Common Fund should
wi within this reduced programme; and that a decision in this sense should be
guring the survey. It is, however, the view of CDA that the appropriate programme
iz contribution should be that of the lead department, le the Department of Trade.

unlikely that reductions in aid expenditure would lead to savings in administrative
, unless partieular programmes were cut out complstely.

AID ADMINTSTRATION

1980-81 1981-82 1982-83 1983-84

n: for reductions 1 2 2 2
immal bids 1 1 - -

rrogramme covers only the cost of salaries, ete of the headquarters staff of the
nd related general administrative expenditure. Options for reductions will ke
dered in the context of the Lord President of the Council's manpower exercise;
imires shown abowve simply reflect the standard percentages. Increased provision
nired to cover some of the costs in 1980-81 and 1981-82 of dispersal of part of
4 to East Kilbride.

DTERNAL RELATIONS (PENSIONS, ETC)

1980-81 1981-82 1982-83 1983-84

s for reductions = X I A
innal bids 1 1 q v

i this programme covers payments of pensions, ex gratia loan advances and
ments payable under the Pensions (Increases) Acts to certain pensioners

-:'t"_-il: service with overseas govermments. It is a demand related service, and
Imal provision is required to cover the growth in the number entitled to such
ents as well as the size of supplements amended under the annual reviews.

& no scope for reduction..

Ty g
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Mi&alth Office( other)

werseas representation, information and other external relations!

£m
1977/78 1978/79 1979/80 1980/81 1981/82 1982/83 1983/84

Crd 7439
revalued 271 293 312 308 311 310 310

durvey

baseline 311 308 309 10 309
, Dudget cuts,

ste 3

Cptions for
reductions

Line 4 as

percentage of

line 1 TS

ddditional

bids = L L 5 5

Tis covers all the FCO elements in these programmes excluding the Secret Service
vd GCHY, and ODA expenditure on pensions (dealt with above).

btions for reductions:
£ million
1980,/81 19841/82 1982/83

Programme cuts programme cuts Prografme cuts
irercens representation 185 15 188 26 188 35

Werseas information:
FCO 3 3 b
BBC L8 Ly k6
Eritish Council 26 26 26

Uher external relations L3 U3 3
flitary assistance 3 = .

308 23 309 39 310 Sh

Wereeas Representation:

2 Merseas representation the options would involve a mix of cuts in the size and

*ipability of the FCO in all its work at home; reductions in the size of large missions

® tlosures of some of the smaller ones; and the curtailment of major Diplomatic

“Tite functions, eg commercial work in developed countries, or some consular

"“Mices. These options will be considered in the context of the Lord President of
“ncil's manpower exercise. A proportion of the manpower savings would be found

!‘T“SS the board in the FCO home-based functions, but post closures would carry the

f"’“‘ burden, Depending on the mix adepted, up to 110 postswould have to be closed.

1 woulg automatically reduce the demand on the communications services. If those
“iges were, however, to bear a full pro rata cut, the effects would go beyond

_*E “d could entail material damage to the reliability of the remaining network, to

E ity Protection and to the BBC's external broadcastings. This could only ha avoided

' r‘h"l'mﬂl post closures or by even heavier cuts in other FCO programmes.

-
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The options described in the following paragraphs would also involve some reduction

in FCO manpower.

Overseas Information:

FCO information work could be cut by radically reducing the number and quality of
sponscred foreign visitors programmes as well as reducing expenditure on new inform-
ation technology. BBC external services cuts could be attained partly by the
elimination of all vernacular transmissions except to Eastern Europe, China and the
Arabic service. To these could be added various options for closing relay stations,
reducing World Service broadcasts and reconsidering the recently approved expenditurs)
to improve audibility. British Council options would include closure of a large
number of offices at home and overseas and a substantisl reduction in mctivities
elsevhere. 4 functional approach might involve a 25% reduction in the information

and cultural work which the Council does for the FCO.

The Treasury suggest that an alternative option to those listed above would be to

make bigger savings in the lower priority work of the British Council; eg. arts tours
and exhibitions, student exchange visite, and libraries. ©Some £20 million & year
might be saved by cutting out this work (while maintaining existing expenditure on
eultural relations with the Soviet Bloc and China).

Other External Relations:

Most of this programme comprises international subscriptions which cannot be cut
without, in most cases, withdrawal from organisations such as the UN and OECD, rensfl
on international commitments or, in some cases, legislation. If the full weight of
the cuts were to bear on the balance of the programme, this could only be achieved ¥
for example, a combination of withdrawal of our contribution to the UN Force in Cypris
(UNFICYP) and the abolition of all grants in aid (the major source of funds for the
Commonwealth Institute, Marshall Aid scholars etc) but if the balance of the progret
were to be confined to a 173% cut, this could be attained by such measures as reducid
grants in aid and cutting our involvement in the activities of the Commonwealth

Secretariat and Western European Uniom.

Military Assistance:
To achieve the target cuts would mean putting into reverse the recently agreed

augmentation (to £6.5m in 1979/80) of our modest military assistance training Pr
for developing countries. The main sufferers would be India and Kenya.

ogrd
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yiitienal Bidsi £m
1980,/81 1984 /82 1982/83 1983/84
530 (fhai. ) audibility

programme 0.2 1ok 1.4

Increased training and
lpan service persomnel L.o 4.0 4.0

trerseas Information:

fie previous Government accepted the recommendation of the CPRS on improved
adibility., The cost was put at £30m of which £25m is included in the survey
figires. The bid therefore provides for the balance of the cost of the programme.
I the option above for cutting vernacular services is adopted there would be no
sope for effecting savings to accommodate this additions

Elitary Add:

Te 1979/80 military assistance programme contains an additional £3.8m agreed by

the previous Government for military training. The bid is to maintain the higher

omitments to friendly Governments which the new level of provision makes possible.
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2.7 Contributions to the Eurcpesn
Communities {(net), and the
European Invesiment Eank.

Buiget
I
£ million (1979 Survey Prices) |
=8 19891979-80 1980-81 1981-82 1982-83 1983-84 '
| omd 7439 revalued 632 760 780 851 797 888 888
| furvey baseline 632 760 780 B51 797 888 888 ;
| (md 7439 revalued 638 766
(revised revaluation) 787 858 bok 896 896
furvey basdine revdned
(reviged revaluation 38 766 787 858 8ok 896 896 f
|
Budget cute etc. - - - - = '
Options for reductions* - 300 L4g 533 625 '
Tige ! tage of |
i;:el.liﬁ PEI“CEH Ege [#] o .?_} 12& ‘t?i 1?% | |
Mditional bids 13 236 346 376 68 ]

Bt options for reductions include both the percentage cuts as shown in line 5 and
% firther savings needed to offset the additional bids (described below) in line 6.

Ut additional bids show the increase over the baseline taking estimates which
“fne 8 continuation of past experience as explained in the baseline report.
eee latest projections exclude any allowance for success in present Govermment
tiirts to achieve a fairer distribution of budgetary burdens among individual

“er States. It is too early to say whether reductions of the order shown I ’
e will prove feasible; this will depend on the success achieved by the Government I
“1ts negotiations within the Community on EEC policies and on the net UK contribu-

2 to the Budget.

&
‘ these reductions do not prove feasible; the UK contribution cannot be cut without |

“hing commitments under the terms of the Treaty of Rome and the Treaty of
taiom,

[
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71/04%S/WOAD/IBAP: PROGRAMMES 3 AND 15

£m at 1979 Survey prices
77-78 78-79 79-80 80-81 §1-82 82-83 83-84

frd 7439 Revalued 945 871 951 859 844 837 837
trvey baseline 947 815 874 859 845 837 837
fapd 7439 Revalued

(revized revaluation) 981 895 973 883 B868 859 859
rvey baseline

revised revaluation) g98% 838 897 88% 860 8&0 Be0
ndget cuts - - - - - - -
(ptions for reductions - - - 85 | =197 181
live 4 as percentage of IA - - - 9.7 15.1 20.6 21.1
Mditional bids - - - 17 26 29 18

Hons for reductions

1980-81  1981-82 1982-83 1983-84

persmnes 3 and 15. Item

lerket regulation
pert of total CAP expenditure)

5 Heduced requirements 30.0 46.5 46,1 46,1
% End varisble premium scheme for
beef 2.2 L 2ed 2l

+ Cut cost of CAP to UK by price
freeze on products in structural
surplus - 0.5 21.3 21.3

32.2 49.2 69.6 89.6

44 price guarantees for sheep
il potatoes

MAFF

i 5.3 5.3 33 S
DAFS 2.4 2.1 2.1 el
WOAD 1.8 1.8 1.8 1.8
9_2 9.2 9!2 9'2
v AMrinistrative saving resulting '
:mom 1B gngd 2,net of redundancy:payments
MAFP 0.9 2.0 1.9 1.9
EIEFS 0.2 D4 015 0'5
1P 1.2 2.1 &1 ze
“duce rates of capital grant ;
urp 11.8 25.6 41.9 9.9
NO 5 4.9 B. 10.6 S
) H‘]} 2-5 .I-I- 4"4 5-?
“Muce rates of guidance premiums
EI,EFF:E' G-E 0.5 D.E D-E‘
WOAD 05 0. 011 0.1
D 0.2 0.2 0.1 gt
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&. Reduce LFA allowances rate
, in January 1982

MAFF 2

2e7 3.1 of
DAFS &= 2.5 2.3 3
mﬂ - ‘1.‘? 2','1 E
7. Commigsioned and other R & D
MATF 2.5 4.% 6.2 B
DAFS 0.4 0.9 1.6 1
8. Agricultural Training Board (MAFF) 0.6 1.0 1.3 1
9. Economies in expenditure by ADAS
on experimental farms, veterinary
centres, laboratories etc and by
Scottish Agricultural Colleges
MAFF e 0.7 1.0 14
I}ﬂs |:|.|.5 "11::' 415
10. Salaries (continue 3% reductionfor
1979),consequential administrative
savings
MAFF 2.3 2.3 2.4
11. Sales of MAFF land - 6.0 2.7 i
12. Abandon MAFF dispersal to Merseyside 0.1 D9 1.6 Uy
13. Other minor options
MAFF C.4 0.7 0.9 .8
DAFS 0.1 0.1 0.1 04
14. Reduced requirements
MAFF 8.2 - 1.6 %
DAFS 6.3 5.0 5%9 74
WOAD 0.9 1,4 1.6 18
GRAND TOTAL 86.5  131.0  177.4 1848

1. All these options affect expenditure by Centrdl Government. None WOl
directly affect the retail price index. Items, 4,5, 6 and part of 13 would
require subordinate legislation. None is planned. The reduction in Spel
on capital grants in 1980-81 assumes that the changes are made before
September 1970,

2. Manpower effects are difficult to predict but over the PES period it
England and Wales the options in various grants could save up to 200 sté
and those at experimental farms and veterinary centres up to 80 gtaff, tdis
those needed to continue the 3% reduction in salaries costs. Consultat
with the Agricultural ﬂallegﬁﬁﬁugﬁfﬁaﬁﬁ%gﬂﬁﬂ-*&&tﬁﬁ determine the manpo¥

effects in Ecotland.

" :
3. The cuts in capital grant rates, and  LFA allowances and guidance

: = s 4d
* The reduced requirements are net of certain replacement items and @
dispersal costs.

26
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epitms would, in the view of Agricultural Departments,severely damage
estment and agricultural productivity unless accompanied by measures to
.wide equivalent support through end prices or tax concessions. The
mstruction industry would be affected. LFA allowances already are down
sreal terms and confidence in the hill areas would be harmed since the
mnts are income subsidies. Some areas.eg Scotland,are regarded by the
ricultural Departments as particularly vulnerable.

, The cuts on' R & D, training, experimental farms, science laboratories and
gierinary centres would involve closing some establishments and could retard
te growth of agricultural productivity. There would be some consequential
sundanciea, the cost of which is included within the option cuts.

, Some of these options could be difficult. The cuts of some £20m a year in
#2-8% and 1983-84 on IBAF depend on decisions to be taken in Brussels. The
hlition of sheep and potato guarantees are subject to the introduction of
i regimes. In Opposition cuts of about £4Um in 1979 prices were suggested.
# optione listed sbove include some £20m in these areas.

lititional Bids

1980-81 1981-82 1982-83 1983-84
Mgramues 3 and 15.Item
+ Increase higher Sheep Allowance in

IFis by £1 5 5 I 4
+ Restructuring Fishing Industry 8 10 i 8
* Bea Pigheries Protection 4 11 12 6

It additional bids are covered in all years ,taking the programme as a whole,
et 1:1_19?’1-—82 nd _"5982—%5. ; :

ML marginally, ;}’%e increase of £1 on the higher rate of LFA alluwances
“d continue an increase being proposed for 1979-80, to sustain this

"ierable sector until it receives the benefit of higher end prices.

?: e bid for restructuring the fishing industry is to assist it adapt to
" radical change in fishing opportunities resulting from the Common
“Meries Policy and the exclusion of our fishermen from traditional waters.
i‘-‘ﬂ "d for sea fisheries protection covers replacement of ebsolescent

I"Zﬁsﬂs by 4 new EN ships and - the upgrading of a DAFS replacement vessel
TIrt of the same exercise.
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£ million 1979 Burvey Frices
77-78 78=79 79-80 80-81 81-8B2 82-83% B83-84

i, Cond 7439 revalued 82 119 13% 120 103 99 7
1. Survey baseline 8% 111 133 120 103 7 77
Budget cuks _ - - - - - -
Option cuts for reductions 55 25 29
i, Line 4 as percentage of 1 L 24 %8
i, AMditionel Bids 46 12 15

MGRUTE 8: LAND DRATNAGE

wtiong for reductions

Frog Item

§ 1 Thames Tidal Scheme:

reduced requirement 23
¢ 2 Other arterial drainage 5 5 7 2
i 3 Remainder : programme 3 52 20 22

I spending authorities for this expenditure are the water suthorities and
el authorities. There are no feasible options for saving on the Thames
ésl Scheme (part from a reduced requirement in 1983%-84). A decision

Welow down the programme of work would incremse the total cost and delay
e necessary safeguards ageinst serious flooding in London and downstream.
L reductions required by the ground rules to achieve the percentage red-
“tiops snd offset the additional bids could not be achieved by reductions
the other arterial drainage expenditure alone (which would be at the

Wt of an inereased risk of floods in urban and rural areas). The remain-
“would have to be made up by further cuts in programme 3 expenditure
#ilitional to those already required for that programme. MAFF argue that
Mgramme 3 expenditure should not suffer on account of increases in

Meremme 8, especiamlly Thames Tidal Scheme expenditure.

8 Lten 80-81 81-82 82-83 83-84
“ 1 Thames Tidal Scheme 37 5 3

f' 2 Other arterial drain age 9 10 12 12
M4 for the Thames Tidal Scheme is to cover additional expenditure
:*:‘i:::ing: from programme slippage, cost escalation and the adoption of
“%8ter programme for the construction of the Barrier. The other

i 4
8 Tor work on sea and urban flood defences which MAFF regard as
Htly needed.

leh 1 .
land drainage expenditure is covered in the Welsh text

oo oo 2l :
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wP: PROG 9 : STRATEGIC FOOD STOCKPILE £ million 1979 Survey prices

77=78 78=79 79-80 80-81 81-82 B2-83 83-84

1, Cond 74%9 revalued 2.4 4.4 4.% 4.% 4.% 4.3 4.%
1, Burvey baseline T4 5.1 5.6 4.% 4.% 4.3 4.%
5, Budget cuts

t, Options for reductions 11 11 10 3

t, line 4 as percentage of 1 256 255 237 70

6, Additional bids - 10 Ty | 3

{gtions for reductions

UFF argue that as the food stockpileis required for defence and civil
mergencies it should be exempted from the percentage reductions. The
mly way in which savings could be made on this expenditure to achieve
the percentage reductions would be by selling off part of the stocks

wt this would not be consistent with the purpose of the stockpile.
icceptance of the additional bids would imply a quite contrary approach,
inwhich case the necessary savings could be made only by further cuts
o programme 3 expenditure additional to those listed above. MAFF argue
tha their programme 3 expenditure should not suffer on this account,.

[EF R .
HMditional Bids

oz, Item 80-81 81-82 82-83 83-84
2 1 Replacement of sugar withdrawn

from stocks during 1974

EMeTrgency B«b B.bh B:ib

2. Turnover or renewal of other
stocks P T s R - T

Ye size of the stockpile is currently under review. The above bids

re thoge which would be required to restore the stocks to the currently
'“tommended levels. The bid for replacement of sugar assumes a gradual
“placement programme starting in 1980-81. If however the entire
*Nacement were to take place in 1979 this would achieve a substantial
Werall saving because levy receipts in 1979 accrue to the Exchequer.

-
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REESTRY COMMISSION

@TRAL GOVERNMENT (VOTES) €m 1979 Survey Prices
1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84
i, Cond 7439 revalued) 52 57 65 62 63 Eh il
), Survey baseline )
i, Budget cuts (1979-80) 1
i, Options for reductions 10 11 12 12
i, Line 4 as percentage
of line 1 16.6  17.7 18.7 18.7
& Additional bids % % 3 Iy

ktions for reductions

breduce expenditure by the smounts shown at line U4 above would represent a complete
tange from existing forestry policy set in 1972 and would require a cessation of all
menditure on land acquisition, new planting and recreational development and

wictions in forest management expenditure and grants to private woodland owners.

Mt reductions would save some £9 million riging to £10 million a year. The remainder
wild have to be made up by additional sales of aesets intluding forest land and
fztations. This would require primary legislation. Some 370 posts would go, most
lving redundancy.

4 shove options assume a return to the 1977-78 FES provision (the target agreed in
Tsition for this expenditure). However, a large part of the increase since 1977-78
“@ccunted for by an increase in the notional interest charge on the value of

lintations, Options for reduction based on the actual increase in expenditure excluding
Uarest effects would be as follows:

1980-81 1981-82 1982-83 1583-84
6 6 5 5

" reductions represent a substantial change in forest.ry policy and would halt

“r recreational development, severely restrict land acquisition, reduce new

15:':1“& oy a third, curtail new building and road constriction, substantially cut crop
Terenent expenditurg cut 120 jobs and reduce the level of funds for grants to private

“land owners.
2] 10hal bids

flﬁﬂﬁitional bids in line 6 are £2.6 million a year for acquisition of land - the
jh_tiﬁnﬂ amount necessary to support the existing new planting programme at current
Prices - and £1.2 million in 1983-84 corresponding to the annual notional increase
Herest ariging from the previous year's investment.

SEKE |




SECRE1

£ million 1 Survey Pricee

JFPARTNENT OF INDUSTRY
S ELsES 1977-78 1978-79 1979-80 1980-81 1981-82 1982-81 1983-84

s 7439 revalued 1052° 108" 1229 1182 1105 1052 1041
yrvey baseline - - 1204 1147 1063 1023 1008
Ridget cuts - - 200 - - - =
{ptions for reductions - = - 166 283 408 436
line § as percentage of

line 1 - - - 14% 26 394 42%
sditional bids - - - - - - -

jme for reductions

Rt reductions in baseline 35 42 29 33

Prther estimating changes
tince the baseline, including

reduced receipts (24) {15 3 21

fegional Development Grant 133 170 179 135

Izinal Selective Assistance 1 5 7 8

lad znd Buildings = = 8 b

%search and Development [ 10 23 10

ketional Enterprise Board : - 46 97 86

“lective Assigtance for

Miividual industries etc 5 8 20 12

Bluction in provision for \

ture Industrial Support : - 2 27 43

iﬂi-;mn of provision for

ure Industrial Support 9 15 15 20
Total 156 283 408 436

" Out—turn at 1979 Survey Prices

SECRET
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for the Department of Industry the cuts proposed by Ministers when in Opposition
T =

entary omn ions

1980-81 1981-82 1982-83 1983-84

161 268 bl by
In some instances the 'Opposition' proposals are not attainable because existing
romitments reguire/higher proportion of the relevant provision than the 'Opposition

gption' allows for. In other cases action to produce a particular saving in
1082-8% results in a different profile of reduction from that suggested.

tion:
i2 These options comprise net reductions since Cmnd 7439 which have been included
ir the baseline (line 2) together with certain other changes that have occurred

since the baseline was agreed. :

., Begional Development Grant

The option is based on the assumption that:=-

{a) SDA rates of grant would remain unchanged
{b) DA rates would be reduced to 10 per cent
{¢) IA rates would be reduced to nil

(4) minimum qualifying expenditures would be increased to £500 and £5000 for
vlant and buildings respectively, and

{¢) there would be 12 months' notice of change.

o assumption is made abeut removing the recently announced L-month moratorium.

Tis moratorium pulls forward into earlier years some small amounts of the projected
gavings. Since agreeing the RDG baseline investment intentions have been revised
ad it is possible that further small savings might accrue in some years on this
betount. Also, if there were some relatively limited geographical boundary changes,
there could be additional modest savings to those shown. Certain of the changes
deseribed above would require a legislative procedure during the current session

of Parliament (the Development Area change before the summer recess). The staff

savings are estimated to be some 75 persons with the main effect from 1981-82
nvards.

Pepional Selective Assistance

Savinga rising to £15 million by 1983-B4 are considered feasible for Great Britain
% a vhole, by tightening the criteria for assistance. This can be achieved by
dininistrative action. Some minor staff savings might be made.

nd and Buildings

Lh!ae options take no account of any disposals of land and buildings that might
made. All funds are committed in 1980-81 and largely in 1981-82. The

Fductions, if implemented, would reduce the factory building programme but there

“0ld be no significant staff savings.

“eearch and Development

f‘“ Options relate partly to sbandonment of the move of the Government Chemist
c:f'uﬂ!bria and partly to general E & D activities, with particular emphasis on
'8 in the UK contribution to the European Space Agency in the later years of

N Survey. Cancelling the Government Chemist's move to Cumbria woul 3n!_%:'uuil:md:m
Planned increase of some 75 staff over the two years 1982-83 and 1 L.

Sl
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National Enterprise Board

The NEB's commitments to BEL and RR limit possible savings in the early years
of the Survey. The options take no account of disposals of existing holdings

and assume some limited NEB activities in respect of existing holdings, regional

and rescus cases. No Departmental staff savings are envisaged.

Selective Assistance for Individusl Industries

The baseline includes provision for an extension of the Selective Investment
Scheme beyond 30 June. Under the 'inherited' programme an increase of £150
million (cash) was intended although not the whole of this sum is included in
the Survey period. This is essentially the only uncommitted element of this
sub-programme. The options allow for a modest increase in funds (£15 millien
cash) for the BSelective Investment Scheme to enable it tobe continued until
%0 June on tightened criteria and a further extension beyond that date (£50
million cash although not all of this is included in the Survey period).

Beduction in the provisien for Future Industrial Support

This sub-programme is intended to meet future requirements for new activities
and existing programme variations. The option proposed allows the retention
of only modest funds to meet variations.

Abolition of the provision for Future Industrial Support

Under this option all the available provision from the Future Industrial
Support sub-programme would be eliminated.

:u&.m-. uﬂ'm. H:

e

tr
iste

e

thig



St
£ million 1979 Survey Prices
77-78 78-79 79-80 Bo-81 B1-82 82-83 83-84

tnd 7439 revalued 185 183 201 199 176 170 -
| vey baseline 196 196 175 168 170
ndget cuts 8 - -
| (ptions for reductions - 18 23 30 ke
line 4 as a percentage of line 1 - 9.2 7P ) Lae -
Mditional bids - 10 “g B £

iims for reductions

granse 4.1 Tourism
ramme 4.5 Export Promotion

Trade Regulation
wranie a6 Local Authority Consumer Protection
zranmme 4.8 Central & Miscellaneous Services
boramme 6.5 Local Authority Loan Sanction

M =2 ANA WA AR

Cut promotional activities of the British Tourist Authority and English
Tourist Board and phase out assistance for projects, thus saving staff and
reducing grant-in-aid requirements. Conditional on parallel Scottish

and Welsh savings.

wrt Promotion: Mixture of higher charges and cuts in services.

: Abolition of the Price Commission, Consumer Advice Centres and
Local Price Surveys; companies administration £0.5m depends on
primary legislation already planned.

Carrying forward of 1979-80 3% cut and consequential savings.
“ellanecus Services:

el huthority: This expenditure is not under the direct control of the Department and
local authorities will decide where cuts are to fall but from 1981-82
it may be necessary to determine priorities to ensure essential
services, which would require primary legislation.

Films

Trade Regulation
Shipping

Civil Aviation Authority

The bid, pending Ministerial decisions, maintains support for the
National Film Finance Corporation at its 1980-831 level. Would require
primary legislation.

The bid meets a serious Patent Office printing backlog and some small
expenditures, i :

The bid reflects delayed expenditure on the IMCO building (which is an
unavoidable commitment), additional provisions against oil pollution
and a rescue helicopter.

Bid reflects Burocontrol's decision not to move to full cost recovery
in 1980/81, and borrowing from the National Loan Fund by the Ciwil
Aviation Authority for investment.

"j%%thEF options for reductions nor bids affect the RPI or civil service manpower,
Ad require no legislation unless stated.

o
A
<5 b

“4 is covered by offsetting savings in addition to the percentage cuts.
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[PORT CREDITS GUARANTEE DEPARTMENT

£ million 1979 Survey prices
1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 198384

. Cnnd 7439 revalued =172 b28 b6 =37 =5k =10 - 10 |
:, Burvey baseline = 172 L28 - 154 - 37 - Gl - 10 = 10
fil. Cmnd 7439 revalued
(revised revaluation) = 173 L5z L - 36 - 5k - 10 = 10
fl. Survey baseline !
{revised revaluation) = 173 b3zz = 153 - 36 - 5l = 1D = 10 |

Bodget cuts etc 25 - - - -

., Options for reductions - 6 - 2 - 59 - 81
. hAs a percentage of Cmnd 7439 17 L 590 810
f. Additional bids W o 58 6

Lines 3, 4 and 6 are at

thcorporating the post Budpet revised revaluation factors.

the same 1979 survey prices as lines 1A and 2A.

iz programme is to a large extent demand-responsive and very sensitive to changes

in ecomomic assumptions. Tt is impossible to make precise adjustments to

fpenditure by means of policy changes. Options for reductions can, therefore, only

% broadebrush and, if implemented, could easily be swamped by changes in economic !

“remstances outside the control of export credit policy.

Stions for reductions

1980=81 1981=82 198283 1983=84

'%.5.3; Refinancing of fixed rate export
credits: 70% (now 55%) foreign
currency finaneing -4 - 16 - 3 - 3h

H “-5-3:Refinancing of fixed rate export
credits: Refinancing of only
over 7 yr (now over 5 yr)
maturities -2 - 8 - 28 - 47

“ending authority: Central Government. No legislation required.

[ . ; . i
-P.Liﬂi ie increasing the target for foreign currency finaneing. If favourable

“iitions continue, we may be able to achieve 70% with the current rules on access
t . -

.E Sterling finance. But that cannot be assumed. A tightening of the rules might
“ge exports of heavy capital goods. Moreover, the higher the proportion of

Toreg ; :
felgn turrency fimancing, the greater the contingent liability to refinance

1
lray 5
lgn currency loans in exceptiomal circumstances.
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tion 2 is increasing the share of sterling finance provided by the banks. Thi;
would not damage exporters' interests. But it would need to be negotiated with
the benks. It is possible that they would only agree in return for exemption of

this lending from monetary controls.

Neither of these options (which affect new business) would reduce real demand or
the money supply. MNor would they produce significant savings in the early years,
The only way to achieve significant savings in those years would be to increase
the private sector's share of old business. It is quite possible the Trustee
Savings Banks might take on more, but that cannot be assumed.

Additional bids

1980=81 1981=82 1982-83 1983.84
4.5.3: Refinancing of fixed rate
export credits - 1k - 12 - 22 +

4,5.5: Interest support costs + 171 + 122 + 65 =
4.5.4: Cost escalation cover b %17 + 15 +

az4 27 8

' The substantial increase in requirements for interest support is the result of
increasesin the forecast of market interest rates. It would be impossible to
offset these increases by raising the fixed rate charged to overseas buyers, sincd
this would only affect new business.

The increase in requirements for cost escalation cover is the result of increases
in inflation forecasts. Most of it relates to commitments already incurred. It
does not assume that any business is taken on after March 1980 when without &
further extension the scheme would expire.
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JHBTHENT OF EMPLOYMENT

£ million 1979 Survey Prices
77-78 78-79 79-80 80-81 B1-82 82-83 83-8L

. Gmd 7439 revalued 1039 1110 1478 1648 1688 1683 -
2, Survey baseline 1039 1110 1300 1652 1690 1685 1654
1, ludget cuts ete - - 204 - = = =

{, Options for reductions - - - L7 8 565 634 B2&

;, line 4 as percentage of

line 1 29 33 28 38
i, hMditional bids i N Iy L

ptions for Reductions

80-81 81-82 H2-Bz B83_84
1, Reduced requirements &1 a8 107 137
& later year effects of budget cuts 159 = - o
i, Short-time working compensation scheme 207 LL4g Lhg bhs

4 Department of Employment, Health & Safety
Commission, Advisory, Conciliation &
irbitration Service - illustrative
reduction in staff 15 15

J» lllustrative reductions in Manpower
Services Commission's programmes
(including staff) 65 65 65 65

Tese options show the areas in which savings will have to be made to achiewve the

terget reductions in the first table. However the figures for reductions in staff
liption &) and in the Manpower Services Commission's expenditure (option 5) are
Ulnstrative only. They cannot be finalised until the scope for reducing staff numbers
U5 been examined in the CSD's review and consultations with the MSC on the scope for

lucing their programmes have been completed.

! - Reduced regquirements are described in the separate report on the inherited
Programmes.

¢ - The greater part (£89m) of the reductions to expenditure in 1980-81 reflects
the budget cuts in special employment measures which have previously been rolled
forward on an annual basis. The remaining £70m is a result of the budget cuts

in MSC expenditure.
Substantial savings would be made by not proceeding with the proposal for a
hew statutory scheme for short-time working compensation. 2
A high proportion of HSC, ACAS and the Department's own expenditure is on staff,
B0 savings will depend on reductions in staff numbers. A saving of about £10m

" over the whole period would result from abandoning the proposed dispersal to
Merseyside of HSE staff, but some of the staff related costs would be within the
the reductions included in the table.
The effect of the budget cuts on the MSC's expenditure 1980-81 are included in
2 above. Continuing savings will result from a review of the MSC's programmes,
and details will be settled 1E“qg%5:yratinn with the Commission.
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In all cases the spending authority is a Central Government Department. No
legislation would be required for any of the options. The effect on Civil Service

manpower will be taken into account in the CSD's separate review.

The Treasury note that neither the baseline nor the totals as reduced to meet the
lower programme targets include provision for special employment or short-time messur
beyond March 1980. It would therefore be necessary to make further savings,
particularly on the Manpower Services Commission, to accommodate such measures within

the new programme targets.

£ million
Additional Bids 1980-81 1981-82 1982-83 1983-8k
Programme 4.7.4 Special Employment Services b 4 [ i

Payment of grants to trade unions towards the cost of secret ballots. This new

provision will reguire legislation.

w2l

i
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)T P ENERGY SELREi Trade, Industry, Enexgy and Employmewt

i
o778 19B-m 1979-80 1980-01 1981-82 1982-83 1983-84 PTUU%8
| comd W39 revalued 309 383 311.4 3188 F20.1 318.9 318.9

, gurvey baseline 309 s 310:9 35.% 2R 3Ll Bla.e
| Budget euts ' 2.0 - - - -
| wtionsfor reductions - 2%.0 Lo.o 558 55.8
| line b as % line 1 - 7.5 12.5 17,5 17.5
| Mditional bids P 178.7 170.8 158.3 158.0
sioms for reductions 1930-81 1981-82 1982-87 1982-84
wgranme 4. Ending IRG Scheme 2.9 i B i 2.0 T.0
L] 4, Hon-nuclear R&D and '
Energy conservation o 10 | 5.0 10.6 11.5
" L4, MNuclear RED 2.0 1L.7 22.0 20.5
" L, Assistance to the
coal industry 5.3 2.7 22.8 1.0
Changes already made 30 =20 -2.2 6.5
TOTAL 29.9 Lo.o 55.8 55.8

l. BReductions on the scale asked for must clearly fall mainly on

the nuclear programme and on our programme of support for the coal
lndustry, which are the only two areas in which the Department of
Inergy has sizeable expenditure (totalling 75 per cent of baseline).
Cuts of this order would have a major effect on the two principal
fources of our energy supplies for the future at a time when pressure
o0 energy supplies worldwide is becomming increasingly severe.

2. The consequences of the reductions for the individual elements

of our programmes include:-

(i) The present level of expenditure on our nuclear
Erogramme has already led to a significant postponement
of the date at which a Commercial Demonstration Fast
Reactor would be possible. Cuts on the scale indicated
would put development back still further and adversely

affect our ability to pursue international co-operation
in this field.

(i1) The cuts would also severely reduce work on
fusion projects other than JET and would curtail work

SECRET
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on selected safety issues and on the handling of
radio-active substances.

(iii) Reductions in the Department's non-nuclear R & D
and energy conservation programmes would necessitate
curtailing work in important areas of R & D (eg renewable
energy sources, international co-operation om cosal
utilisation) which would be most damaging in terms of
energy policy and would be entirely contrary to the
approach presently regarded as essential by the
international community and to which we are expected

to make a contribution.

(iv) The reductions in the cost of the OSIRG scheme
would eall for modifications to the recent Ministerial
decision on the future of the scheme. They will also
involve going back on assurances given to the industry
that 9 months notice would be given of significant
changes in the scheme.

3. Bome continued Government support for the coal industry is
inescapable in the PES period. Its level will be decided in the
context of the Cosl Review and the Nationalised Industries
Financing and Investment Review (FIR). Reductions in grant
unaccompanied by cost savings, capital cuts or other real changes

in the industry would be matched by increases in the NCB's borrowings
(programme 5) and would not reduce the PSER.

e Ly £m
AROiLional Bids, 1980-81 1981-82 1982-83  1983-84
Programme 4 Nuclear R & D 17.6 17.9 18.4 19.0

Ly 4 Assistance to

NCB 138.0 1%3.0 139.0 139.0
3 4 TPripartite Gas

Centrifuge 15.0 15.0 - -
o 4 (0il Pipeline and

Storage System 8.1 4.9 0.9 ™

1. becisionsm the levels of assistance to the coal industry will
have to be made in the context of the coal review and the FIR (the
NCE has assumed in their figures grant levels averaging some £13%m

above baseline).
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2, The UKEAEA states that the additiopal bids on puclear R & D are
the minimum necessary to enable them to meintain existing policies,
to keep open the option of beginning construction of the CDFR in

1984-85, and to maintain and develop other programmes including
nuclear safety and fasion.

%, Additionally BNFL have asked for a further investment of £30m
(£15m pa in 1980-81 and 1981-82) in the Company's equity in support
of the Tripartite Gas Centrigure project.

L, If, as is likely, all the surplus oil held in the pipeline and
storage system 1s sold it will no longer be availlable to fund the
projected annual deficits on the system and additional funds (of
shout £15m over the period) will be required.

5. Although no further firm bids have yet been identified, energy
conservation policy is currently under review and there is a
poegibility that the outcome may give rise to claims on the
Contingency Reserve.

SELRET
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HALISED INDUSTRIES
£ million at 1979 Survey Prices

1977-78 1978-79 1979-80 1980-81 1981-82 1982-83  1983-84

e 7439 revalued:

btsl net borr-

sing (other than 260 711 800 600 500 850 -
gart term) (1)

gart term borr-
wing znd leasing 511 h21 250 150 200 =150 e
H

-.mi net borr- 771 1132 1050 750 700 700 =

ey beseline Al 1132 1050 750 700 700 700

Hime for }
wrtions

3} Options for reductions sre put
i b (after ) forward in the nationalised industries
ainating ) investment and financing review
fitional bids), - - -)
fercentage of
itional bids - - - 350 250 200, 150.

“%in Cmnd 7439, subject to some adjustments in the outturn years.

FE_T%EH!‘&E for short term borrowing and leasing underlying Cmnd ?439 are shown here
4 included in the subsequent total) in aceordance with proposals put foward in
“e Investment and Financing Review.

‘It investment and financing of the nationalised industries is the subject of a
#tarate review which will be put to Ministers in parallel with the Public

“renditure Survey report. This will consider both the investment programmes
;L?ﬂﬁﬂufm in the context of all methods of finanecing, including internal resources
.- Erants as well as borrowing. In general however grants, are treated in

t‘“Efﬂ!meE L, &6 and 8 of the survey report according to the department administering
‘iﬁh! In the case of tie National Coal Board the eplit between borrowing and grants

(- ighly uncertain and the increases in their total exteenal financing requirements
_';_rl'?l“ﬂirlig grants) are included in line 6 above. The investment and financing

“He will also put forward options for reductions.
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EARTMENT OF TRANSPORT £m at 1979 Burvey pricea

1977-78 1978-79 1979-80 1980-81. 1981-82 1982-83 1983-84
o Cmnd 7439 revalued | 2462 2461 262k 2622 2621 2617 -
), turvey baseline 2465 2456 2639 2622 2621 2617 2617
i, Budget cuts, ete - - 11 - - - -
\ (ptions for reductioms - - - 231 339 460 L&0
i, line 4 as percentage
of line 1 - - - 8.8 12.9 17.5 175
f, Mdditional bids - o - = = - -,
tations for reductions
Wtorways and trunk
roads (641)
few construction and
igrovement 25 7] 56 56
Ksintenance - - w !
leal transport (6.2)
sipital:
frads - new construction and
improvement L1 51 68 68
lar parks 1 2 3 2
Rislic transport investment " 12 23 23
HEPeRE
frads - maintenance % 15 36 36
lar Parks 2 5 13 13
?aa-:l safety, etc - = - "
2l authority administration 8 16 38 38
fssenger transport subsidies:
British Rail 8 10 12 12
3ug, underground and ferry services =5 47 60 60
lmcessionary fares 17 34 Lo o
bentral government support to
bangport industries (6.3)
Titish Rail
Pensions 70 70 70 70
Utl?er [ 16 24 2k
ftional Freight Cerporation
etsiong 3 5 3 3
_ Uthers = - - -
Hhep
" bus grant to nationalised
Industries and private operators 3 5 . b
‘Teight facilities grant 3 3 3 3
s (6,4) 2 2 5 5
Ther transport services (6.7)
‘“'“EPﬂrt research and
Mer services 1 1 2 2
"@inistration - 1 2 2
_ _ TOTAL 242 Bhds b62 k62
eases
‘;?:BJ maintenance =5 =3 =2 =2
Siance to Port of London Authority -5 -2 - -
NET TOTAL REDUCTIONS (line &) 231 339 460 460

SECRET
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[ommentary

1, The Department of Transport roads and transport programme now
stands £130m below the level in 1973-74, despite the fact that public
apenditure as a whole rose by 13% over the period. If cuts were
iposed on the scale contemplated, it would reduce the programme to
mly 78% of the level at the end of the last Conservative
sministration. Within the programme, expenditure on roads
(construction and maintenance) has fallen by 3%5% since 1973-74

while subsidies to bus and rail services and concessionary fares
tave risen by 78%. Major reductions in expenditure on subsidies

to transport services can only be achieved over a fairly lengthy
period; otherwise the fare increases involved would lead to such a
logs of traffie that publie transport, particularly in rural areas,
wuld collapse. This means that, to achieve the required level of
reductions in the total programme, a heavy burden has to fall on
the already depleted road construction and improvement programme.

Ytorways and trunk roads (Central Government)

. The road construction programme would be reduced by a further
5% from 1981/82 onwards. On this basis schemes currently under
tconstruction could be continued and a limited number of new sSchemes
of major industrial importance begun, but the majority of schemes

in the forward programme would be delayed by from 3 to & years
fepending on priority. DMaintenance expenditure on the existing
ietwork will have to be increased (with offsetting savings elsewhere)
in view of the deteriorating condition of the earlier motorways under
increased heavy traffic., Loss of jobs would be about 3,500 in the
tonstruction industry itself and up to 2,000 elsewhere. Taken with
the possible rundown in local road construction, activity in the

mad construetion industry might be reduced to about 40% of its

level in 1973/74,

local Transport (Local Authority)

—
S

» The proposed options show one pattern of reductions to achieve
he required savings, but the actual pattern achieved would depend
‘0 decisions by the authorities and would not necessarily reflect

*he proposed pattern. By 1982/83 local road construction would be
*efuced by nearly 25% with loss of over 1,000 jobs in local
mthorities and nearly 3,000 elsewhere. these figures could be much
greater, if, as is likely, authorities were to find more savings

£I'¢:m3 here instead of from subsidies, Important links between
lactories and the trunk road network would in any event be delayed.
“0ad maintenance would be postponed on a significant scale with loss
°f 3,000 jobs, and with the prospect of higher costs in later years.

»  On public transport investment, expenditure on new buses would
e reduced by £10m by 1982/83 with repercussions for bus manufacturers,
“d other expenditure would fall by £13m in that year. Revenue
sipport for rail, bus and other local transport would be reduced by
E’J?E in 1982/83 leading to real fare increases of about 1%% or
“leage cuts of about 9%. These effects would be additional to the
'®al fare increases of about 3% per annum required anyway to cover
lereased costs. The RPI effect by 1982/83 would be about 0.3%, and
‘bcal fares would be more than doubled in money terms. Although
al%ere 1s some room for savings on concessSionary fares as a result
the decision not to impose a national half-fare scheme, a slight
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reduction in the generosity of existing schemes would be necess

to achieve the savings indicated, since the number of people
qualifying is growing steadily. Expenditure on transport
administration would fall steadily with the loss of over 4,000 jobs

Ga The effect of the reductions on the local authority sector
is particularly severe in 1982/83, and authorities might not be
prepared to take action to give effect to these reductions without
specific direction from Ministers.

British Rail and NFC pensions

B The savings assume legislation, probably contentious, to repes
the present arrangements for government funding of BR and IFC
pension schemes, and to substitute a form of notional funding for
those lisbilities which are not likely to arise for many years. Th
legislation is not yet planned in detail, but could be brought
forward within a few months. The savings in public expenditure and
PSER terms would not free an equivalent amount of real resources,

British Rail - other

Ve Given the better trading opportunities offered by the Budget
and the limited reductions on passenger support grant proposed,
major cuts in the network or in services should be avoided. Fare
increases of about 5% pa in real terms on commuter services and 3%
on inter-city would however be necessary. The RPI effect would be
about 0.1% by 1982/83. The price of an annual season ticket from
Surbiton, for example, would rise from £246 to about £380. There
would be dangers that mounting public opposition would make the
“target difficult to reach, particularly in the later years.

New Bus Grants

8. The savings would be achieved by phasing out the grant more
quickly than planned, either generally or in specified areas, start
in August 1980. This could result in real fare increases of up to
10% (RPI effect about 0.1%) or 7% mileage cuts. The accelerated
withdrawal of the grant would be fiercely resisted by operators and
local authorities.

Port investment

9. To operate the rationing system necessary to effect 8
reduction, the level at which the Minister's approval is required
for investment projects would have to be drastically reduced - by
affirmative resolution. The rationing would inevitably be on &
very arbitrary basis, would be resented by the ports and would ic
inerease civil service costs, in addition to the damaging economl
effects of the reductions themselves.

Freight facilities grants

10. At present the provision is sufficient to cover all the eligl
schemes which come forward.  The reduction of £3m a year would!wt
the rejection of worthwhile schemes, and the opportunity to prome
greater use of rail for freight would be lost.

Transport research

11. Some trimming of government expenditure on less essential

ﬁ;.“\j@gig;iﬁ
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getivities would be made.

Mnpinistration

12. It is assumed the savings will be identified in the present
(5D exercise., In the event that these do not prove to be
ppssible corresponding cuts will be required in other services.

Increases: Assistance to the Port of London Authority

13, Pending decisions on the future of the PLA which could
involve additional expenditure, provision is made for continuing
the existing policy of assistance towards severance costs of
staff, The figures shown do not include the severance costs of
dockworkers.
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1% OTHER PUEBLIC SERVICES

o AND BATE COLLECTION
[RIVER AND VEHICLE LICENSING
£ milliom at 1979 Survey prices

1977 1978 1979 1980 1981 1982 1983
-78 =79 <80 -81 <82 83 -84

1 {mnd 7439 revalued 51 ke L3 kg kg .50 E

? Survey baseline 51 L& L7 50 50 53 53
i Budget cuts, etc = = - - - - -
4 (ptions for reductions - - - L 6 g g
i Line 4 as percentage of line 1 - - - 7%+ 124 173 -

b Additional bids

1
]
]
M
W
-y
i

la) Post Office agency services

Computers - - - 2 1 L 2

btions for reductions

&rings of the required size would entail either major changes in the operation
d Vehicle Excise Duty (VED) or its abolition. Small savings would be feasible
fy reducing enforcement but the resulting loss of revenue would be likely to more
an offset these. A review of the whole operation of VED is in hand and until :
%z is completed it is not possible to say whether savinge of this order could be |
#hieved, y

Hitiona) bids

(2) The baseline does not cater fully for revised forecast liabilities for

the demand-led Post Office agency services.

(6) The Central Computer Agency have agreed that the original transfer of
funds following the decision to move from allied services was inadequate
as it did not cover the completion of planned programmes including
replacement of meinframe and data-capture equipment.
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4pARTMENT OF THE ENVIRONMENT : HOUSING
£m at 1979 Burvey prices

1977/78 1978/79 1979/80 1980/81 1981/82 1982/83 1983/84

1, fund 7439 )
revalued g 4550 e BOLL 5197 5294 5387 5587
e
s Cond 7439 )
revised . )
PE'*’ﬁluatm“g 4617 4504 5022 5266 5385 5483 5483
)

& Survey

baseline

revised

revaluation
i hudget cubts ete 430
L lptions for reductions 1400 1869 2215 2429
i lptions as % of baseline (2a) 27.4 3,7 42,2 443
% Additional bids (implied

by DOE text) 300 296 260 374

MI0NS FOR REDUCTIONS

L "Scale" Cuts (i.e. 734, 123, 174, 173 per cent)

' Te following options for achieving scale cuts take account of
Wifesto commitments and the policies adopted in the Budget cuts,
“ are illustrative at this stage: adjustments are bound to be
Riessary in the light of policy developments and demand.

additional sales of council houses (assuming a rise to a peak
wver two years of 100,000 sales p.a. at a price (after 40%
discount) of £6€00 with 33% private financing after the
Housing Bill has been passed)

40 -100 -100 -75
Mncipalisation reduced to the post Budget level of 1979/80
-130 -130 " -130 -120

lmilar but tapering reductions in land acquisition, obliging
local authorities to draw on land banks :

=78 =78 -60 —40

ij_'{fgl_autharity new housebuilding held to current post war
“w of 50,000 approvals p.a.

~SE =503 —5he =54
E-l_;h:,

sidy = 1 » : : 7
dj'uﬂVlﬂgS from new housebuilding net of other estimating

thaneen
iNges SEQRET =1 —E’\'-.". _ngﬁ iy e
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2. Bome additional provision is however required

- to sustain the local authority improvement programme.,
essential to rescue substandard estates from irreversible
decline (though some offsetting savings may be available
from private sector improvement grants)

- to redeem the_HanifEEtG commitment to worthwhile reforms
of the first time buyers scheme

- to ease the supply of funds for downmarket lending at
acceptable rates by some increase in the derisory provision
in Cmnd 7429 local authority mortgapge lending

- to provide for increased rent allowances and supplementary

benefit as a consequence of changes now agreed in the fair
rent system.

%z, In 1980/81 and 1981/82 scale ecuts enuld be achieved by an
appropriate mix - to be determined by DOE Ministers - of the reductio
and offsetting additional requirements noted above: reductions in
subsidy could however be necessary in 1981/82 and would certainly be
required in later years. These would require significant rent increa

over and sbove those necessary to keep abreast of increases in earnin

(as already assumed in Cmnd 743%9). If for example rents were to

rise by 10% more than earnings from 1981/82 cnwards,PESC savings (net
of additional requirements for rent rebates ) would arise

£N

1980/81  1981/82  1982/83 1%

3 -100 -200 =3

i

These savings could complete the scale cuts but would, on present
economic assumptions, imply a cash increase in average unrebated Tt
from the present level of £6.50 to some £12.60 by 1983/84.

4, All told the scale cuts would make for an austere housing
programme — one on which the needs of households on substandard
‘accommodation, and the disadvantaged generally for whom only the
public'sectcr can often cater, would have to be carefully prateﬂteL

SECRET /8
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5 "0pposition” Cuts (PESC(79)18 Appendix C)

me Opposition cuts gEOIE b0 Bore Shen double, thg, gpale outs
throughout the period. /Bhort of catastrophic reductions in the
:apital programme they would be attainable (as indeed was evidently
svisaged) only by massive rent increases. Rents would certainly
wed to reach well over 3 and possibly 4 times their present level
y 1083/84 (ie over £25 a week gross in cash terms) with 60% of

ts by then receiving rebates. Specific powers would undoubtedly
be necessary to avoid major inecreases in rate fund contributions:
and such patent discrimination against tenants would undoubtedly call
in question the existing system of mortgage interest tax relief for
hameowners.

THEASURY OBSERVATTONS
6, The Treasury note that:

(a) The net amounts agreed by Ministers as the DOE's housing

contribution to the total of options for reductions were:
£M

1980-81 1981-82 1982-83%  1983-84
~ 1144 -1573 -2055 ~2055

Implementation in full of the savings identified by
the Department in para 1 above, would save

-694 ~969 -1220 -1334

No savings are offered from increases in rents faster
than earnings in 1980-81. If Ministers are prepared.

to commit themselves to implementation of the proposed

new subsidy system in 1980-81 and a consequent increase

of rents by £1 a week above earnings, (as agreed in
Opposition), this would save about £200 million in 1980-81,
net of inereases in rebates for low income tenants. Gross
rents at some £8.50 a week or about 734% of average
earnings would still be more than £1 a week in real terms
below their 1973-74 level. Raising rents by £1 a week
above earnings throughout the period might save (over

and above the savings identified in para % above)

-200 -300 ~400 ~470 ;
/(d)
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(d) Para 11 implies than land acquisition will be permitteq
to rise above the 1978-79 level despite the greatly
reduced building programme and existing local authority
land holdings which the Department estimates as
sufficient for 320,000 dwellings. If provision were
reduced by £120 million a year, to the 1978-79 level,
there would be further savings of

1080-81  1981-82  1982-83  1983-84
= L2 - —E0 =80

(e) No quantified reductions for realism have been identified
in e.g. Option Mortgage Subsidy (OMS), as a result of
reductions in the basic rate of tax, and private sector
improvement grants and the First Time Purchasersscheme,
as a result of slow take up. BSuch sdjustments might
save:

-130 -150 -150 -150

7. The Treasury further note that para 2 above implies substantis
" additional expenditure on policies to which the Government has no
immediate Manifesto commitment. If this expenditure were postpone
or forgone, increases of up to the following would be avoidsd:

300 296 260 374

and the measures outlined in para 6 b-e above would provide the

following savings
- 1066 ~1461 _1830 _ 2034

leaving to be found to meet the target in paragraph 6a:
78 112 225 al

8. In the light of these considerations, the Treasury consider

that the level of expenditure reductions agreed in Opposition is

achievable in 1980-81. The extra £78 million of savings required
might be sought by adjustments in the housing association and néw
town programmes - totalling £675 million - and/or by further _
reductions in the OMS rate. To the extent that additional prﬂ‘fif‘l
were made, for example, for increases rent allowances, compensatif
offsets might also be sought in these areas. In future years als
it should be possible in principle to make the reductions agreed

in Opposition, though the measures would require further examin&t:
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yET OF ENVIRONMENT: SE!: RET

oty Services A

. and_CGeneral Accommodstion Services (Programme 14.1)

£m 1979 Survey Prices
1977/78 1978/79 1979/80 1980/81 1981/82 1982/83 1983%/84

lpd 7439 revalued 370 357 378 386 394 394 394
rvey baseline 370 557 376 386 393 392 392
miget cuts ete 33

iticn Reductions an 65 86 86
iy Bl 3% 6% 22%  20%
iiditional bids - - PR >

gpending authority is a central government department. The expenditure
ty meet the office accommodation needs in the UK of government departments
the furnishing, maintenance and running costs of specialised civil
mmedation such as courts, together with the cost of administering these
ites and their associated building programmes. No legislation would be
ired to achieve the reductions discussed below. i

iz for reductions
tto seale lewvel would be allocated as follows:

1980/81 1981/82 1982/83 198%/84

i Works and Furniture -7 - 9 -1 =11
'S - -2 -6 -10
ttensnee, Fuel, Transport etc -2 -4 -6 -8
ANNING COSTS -9 =15 -2% ~29
%I0R NEW WORKS AND ACQUISITIONS

(IE35 DISPOSALS) . i =51 =435 i/
IEPARTMENTAL, ADMINISTRATION = 1 - 3 - - 3

3
-29( 749 -49(P¥6) —6007h) -69(1731%

b
4

“ming costs - apart from some trimming these cuts would be achievable
it

%) Government Departments reduced their staffs housed in PSA's office
estate by about 40,000 (ie 10%) by April 1982.

1if) Departments regrouped promptly their remaining staffs to produce
disposable units of leased accommodation.

1) PSA were able to unload this leased accommodstion quickly.

®ortfall would have to he added to cuts on major new works.

SFCp
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2. Major New Works and Acquisitions - these cuts would be achievable if:.

(a) the Government cut substantielly the following uncommitted
expenditure on dispersal schemes and does not disperse 21,000
civil service posts to Regional destinations:-

1980/81 1981/82 1982/83 198%/8
26 33 33 50

we found the rest by =

(i) cutting expenditure on regional and local offices not required
for works in progress, to replace existing accommodation, which
cannot be retained, or to meet urgent cperational needs of
Departments (ie cutting schemes needed to overcome overcrowding

or sub-standard conditions)

4 8

(ii) or cutting expenditure on the programme for building or buying
instead of leasing which will mean providing Government offices in
a less economic and businesslike way

12 12

3. Departmental Administration - these cuts could be achieved if the office
new works programme were cut as indicated, and there were no offsetting
inerease in the courts and prisons programmes,

Further cuts to 'Opposgition' level would be allocated as follows:=

MAJOR NEW WORKS AND ACQUISITIONS n 15
(LESS DISPOSALS) = il i

DEPARTMENTAL ADMINISTRATION - - 1 = 2
OVERALL TOTAL (including Scale Cuts) 1 (143%) 65(1636) 86(22%) 86l

These further cuts could be achieved only if we cut out all the expendiftur®

at (2) above, and also deferred a start on the Parliament Square Conferents

Centre, which is required by 1987 at the latest to meet the UK's

international conference commitments (saving £1m both in 1982/83% and 4953¥

and cut back the programme for improving sub-standard conditions in existf

offices including dealing with the problems of traffic noise at DHSS HY
Elephant and Castle (saving £2m in 1982/83 and £1m in 1983/84).

SECR=Y
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snstruction content of these reductions is as fellows:-

1980/81 1981/82 1982/8% 198%/84
£3%m £37m £54m £60m

Ireasury considers it might be possible to make larger reductions in
miiture on items other than major new works. However, to achieve the
;| of cuts required by Ministers, it would still be necessary to make
istantial reductions in planned expenditure on major new works. A
ificant part of these reductions would have to fall on the part of

¢ programme allocated to civil service dispersal accommodation. The
sibility of these cuts therefore depends to a considerable extent on
mtcome of the current review of the dispersal programme.

SECRE¢
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ppertiient of the Environment _ Other £ million, 1979 Survey Prices
1977-8 1978-9 1979-80 1980-1 1981-2 1982-3 1983-4

1, Cand 7439 revalued: 2572 2628 2659 2726 2737 2756 2756

}, Burvey baseline: '

1, Budget cuts, ete: - - 120 - - - -

|, Options for reductions: 250 Les 538 537

¢, Line 4 a8 % of Line 1: - - - 9.2% 16.9% 19.5% 19.5%

{, ditional bids: = o - [ 5 I 3

Ietroduction:

The bulk of expenditure in this block is spent by local authorities. DOE have
w control over much of this spending and can only persuade authorities to follow
their wishes, To control spending would require legislation.

The following option reductions are briefly discussed in fie texts that follow :-

1980-81 1981-82 1982-83 1983-84
iegional Water Authorities 38 _ L2 ha ha
itish Waterwaye Board 2 3 4 4
al Environmental Services
- furrent 107 283 320 319
- Capital 20 33 55 22
» Towns, Ind.& Commi. b 6 8 S
partmental : -
| Muinistration 3 6 8 8
i Regearch 2 b 5 >
/ 33:1’?1'5.1 Miscellaneous 2 b 5 5
wminity Land i 56 54 Sh
fen Programme 11 19 27 27
“ielopment Commission 1 2 > 2
wlisment, ete 1 1 1 i
%ellaneous iteme from
ther programmes 2 4 6 6
*al reductions DOE - other 250 553 558 557

:; options in total achieve more than the percentage reductions required to be
Blayed,

"8 are recorded for research.
% Industry Investment (Regional Water Authorities)

® cut in each year {(as shown above) would be feasible, though it would stow
Eﬁrﬂsraaa in improving river water guality and work on the replacement of
_“ict assets. (Larger cuts building up to a 173% reduction in 1982-83 would
o0 ¢penditure to the level of the early 19608 and hazard the ability of the
.hfh‘h’ fo meet its statutory obligations, to maintain existing standards of

%, and to satiefy new domestic and industrial development).

SLuﬁﬁg:T
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If the water industry were treated by analogy with nationalised industries itg
borrowing requirement rather than its investment would score in PES. Comparsp
cuts might then in principle be attained by harder pricing policies but this y
need close examination. The Treasury point out that action of this sort op oy
would be consistent with a requirement on the industry to achieve a specified

financial target for the return on net assets employed.

British Waterways Board

Substantial cuts in the amount available to the Board would inevitably fall mai
on their maintenance effort with consequent increased deterioration, danger to
public and operational difficulties.

Local Environmental Servicea: Current

DOE and the Welsh Office recognise that there are possible savings on the fall
items/all of them present great difficulty and on none of them have policy deci
yet been taken.

i. BRefuse Collection: major drive for savings

supported by value for money study. £50m
ii. Recreation and National Parka:increased charges,

reduced maintenance and shorter opening hours. £15m
iii. Building Controle: charge fully to recover

costs/abolish - primary/secondary legislation required. £45m

iv. Planning: reduce scope of development control (£10m);
charge for planning applications (legislation required-
£10m on basis of one-third recovery of costs); remove
planning functions from counties (£20m). £h0n

v. Trading Services, Allotments, Cemeteries and Crematoria: i

inerease chargee and abandon some uneconomic facilities.

vi. Other Services: environmental protection and unrecharged
central administration (eg finance and personnel

departments). £h0m
vii. Cut Smoke Control. . £
TOTAL £182m

£174m of this is the corresponding English figure. Even if all these measﬂi;
implemented this year, DOE considers the maximum possible saving would only
gradually as follows:-

1980-81 1981-81  1982-82  1983-8
72 128 160 17

=
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me only further option would bé to introduce charging for the domestic refuse
grvice , which would be administratively difficult and politically fearsome.
%is could save £230m in a full year, but probably not more than £100m in 1980-81.

imall overspend is expected on this programme for 1979-80, and on unchanged policies
weht persist in future years; allowing for thise and the revemue consequences of

wpital expenditure and other changes in future years the net reductions from the
wesent time achievable by all the savings listed in the paragraphs above would be:-

1980-81 1981-82 1982-83 198384
107 263 320 319

krending on which savings are chosen, they could only be achieved if:i-
i, Where necessary, legislation (primary or secondary) is introduced.
ii, A tight finanecial squeeze through RSG is maintained on local authorities.
iii. Ministers are prepared te support local authority action.

kel Environmental Services: Capital
“t of this programme is in the locally determined sector. Expenditure on this
amirolled programme is expected to exceed the PES provision by about 50% in
%80 and an additional bid of £100m a year would be needed on unchanged policies
Lorder to cover mimilar unpreventable expenditure from 1980-81 onwards. In order
“avold this and to achieve the required saving the only option that has been
“mtified would be to change the statutory framework so as to make all local
i‘,."hﬁl‘it{ capital expenditure, however financed " LT LR e T

fject to comtrol. If in this way LES capital expenditure were reduced by the
T”“?“d percentage below the present PES 1line it would stop all but continuing
“tments and the most essential projects - services particularly affected

'Tﬂd be recreation, office building, assistance to industry and town and country
“aming, eg central area redevelopment.

Lm:!J part of this progremme is key sector expenditure on coast protection and
::f‘!hci_: land. The only option for achieving savings with certainty would
*tutting spprovals for derelict land clearance.

::--..."f Iown Industrial and Commercial
lf“"’tmﬂﬂ at ghe percentage levels required would require slowing down in the pace
investment with consequent effects on employment.

%Ll Falaces and Royal Parks; Ancient Monuments and Historic Buildings

I,m“'ﬁ_lttiom are proposed for these programmes, Offsetting reductioms will be
ffi_ in other programmes within this block.

SEGRET
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Environmental Research

Environmental Research falls into two parts, radicactive waste management resenrc
(RWMR) and the rest. The Department considers it essential that BWMR should be
increased in order to povide a sBound basie for unavoideble decieions in the
expanding nuclear energy programme and a bid is accordingly made as follows:-

1980-81  1981-82  1982-B3  1983-84
6 5 4 3

The Treasury point out however that the need for this research arises from the
activities of the electricity generating industry and on the "polluter payg"
principle that industry should be required to meet the cost.

Central Miscellaneous

Cute of the magnitude proposed would for the Sporte Council entail substantisl
reduction in Government support for sporting activities and would be extremely
difficult to absorb for the Nature Conservancy Council, Countryside Commission
and other miscellanecus bodies without seriously affecting their future viability

Community Land (Capital and Current)

The Community Land Scheme is being terminated.

Urban Programme (Bapital and Current)

These savinge will reguire cuts in new approvals, which would produce a substant
cut in the resources available for new projects. The Treasury note that the
cuts envisaged by Ministers when in Opposition included a much more substantial
reduction in this programme.

Development Commissidn.

Reductions at the levels proposed would involve a substantial cutback in the
Development Commiseion factory building programme and the credit service to &0
industries im rural areas.

Parliament and Privy Council .
ese reductions would eliminate the m jor new works programme for the whole of

survey period including the provision of additional committee rooms essential fu
the work of the new Select Committees, heating modernisation, and accommodation
broadcasters.
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£m 1979 Survey prices

Mg OFFICE 1977 1978 1979 1980 1981 1982 1983
78 79 280 -B1 82 83 -B4
{, Cmnd 7439 revalued 1958 2049 2094 2126 2171 2211 -
7, Survey baseline 1959 2049 2090 2727 2173 2217 2211
1, Budget cuts - - 5 - - - —
5 (ptions for reduction - - - 28 L 67 65
5, As a percentage of line 1 Ta 2.2 Z.0 -
f. Additional bids - - - Lg 77 105 155

tions for Reductions

Spending 1980 1981 1982 1983
Authority =81 =82 -83 =84

-

Frogramme 9
Fire Service CG/LA 2k ko 57 57
leaunity Services CG/LA 2 3 [ G
frison Building (PSA) cG 1 2 2 -
Frogramme 13
isgistration of electors LA 1 L 2 £

28 L7 67 65

‘i agreed by Ministers on 24 May the provisicn for law and order has been exempted
Irom the need to identify options for reductions. For the purpose of this

dercise the exempt services are taken to include police, prisons, courts,

Hobation and after-care (which constitute about 80 per cent of the expenditure

“the programme and are closely inter-related: increased effort by the police

dfects the other services), immigration, civil defence and central administration.
“tions for reductions have therefore only been applied to expenditure on the

fire service, community services and registration of electors. An additional

#tion reduction on prison building has been included as the Home Office share

¥ option cuts applied to PSA identified by the Government when in opposition.

%is however must be balanced by an additional bid to enable work already

“ienced to comtinue. The cuts on the fire service (where the shorter working week
& being introduced) could only be achieved by substantial manpower reductions,

ister than the matural rate of wastage, and by an unacceptable cut in the level
" fire cover. Local authorities would face industrial relations difficulties.

St s
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Increased risks and losses from fire damage could be expected. The Treasury
and the Home Office consider that such cuts in the fire service are not rediie..
A greater than proportionate share of the cuts (£8 million in 1980-81 rising
to £16 million in 1982-83) in community services could be achieved but only

as a result of a decision not to proceed with the extension of expenditure
consequent on grants for ethnic minorities; abolition of the Equal Opportunities
Commission (legislation would be required) and other savings resulting from

eg pruning the cocst of the Commission for Racial Egquality or from elsewhere

in the community services field. The Home Office do not consider these options
feasible, although there could be some pruning of the cost of these bodies.

On registration of electors, legislation to amend the requirement to produce
an annual register of electors would be required to enable the option for
programme 13 to be put into effect. The option reduction subsume savings

of about £2 million a year that would follow from the reductions in manpower
being sought in 1979-80. Other savings from increases and fees and fines

in magistrates courts and the sale of prison officers' quarters would be
dependent on the acceptance of additional bids.
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S:E RET HOME OFFICE

£m1979 Survey prices
hdditional bids Spending 1980- 1981- 1982- 1983-

Authority 81 8z 83 Bl
PROGRAMME §

Administration of Justice

Crown prosecutions, legal aid etc GG - - 3 g
Hagistretes Courts
- hunning expenses ete La 2 b 6
- Building programme L& 5 11 18
Treatment of offenders
Prisons - Staff ca 2 7 9 11
= Rent allowances G - 1 1 1
- Prison industries etc cG 5 b 6 [
- Building programme (PSA) ce 2 2 2 6
Probation - Manpower etc LA 3 3 5 6
- Building programme L4 1 1 1 2
Blice
- Police manpower LA A - 28 37
- Pensions La o = = g
- Civilian support, goods and L4 5 10 1z 14

services, ete

Central support services

E 8
19
=

Building programme 8 17 13 16

Uther protective services

i
‘it Pensions

8k
o
YW

lntrol of immigration etc

lentral and misc

———
Wmuters ete CG 1 2 1 I
WIGRAMME 13 - Registration of electors LA =T 1 1 1

k9 77 105 153

.jj .
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Taplanation of additional hids

piministration of Justice

1. To provide for expected pgrowth in expenditure on Crown prosecutions {about

f per cent a year) and legal aid (about 71 per cent a year); to meet the costs

of the increasing workload (about 3 mer cent a year) in magistrates' courts,

and partly to restore the courtd capital programme to the volume envisaged in the

early 19708. (The running costs of magistrates' courts are more than covered by
receipts from fines and fees).

Treatment of offenders (prisons)

(]

+ To maintain existing standards of service, provide staff prowth eguivalent
to 500-600 additional staff a year (mainly prison officers)y some improvement in
education, prison industry and security, and to continue the revised capital
programme with starts on two new prisons in 1983-84. The additional bids do not

fzke account of any recommendations which may emerge from the '"May' Inquiry.

Ireatment of pffenders (probation )

% To restore the growth in probation officer numbers (at a higher unit cost)
rom the present number of about L4800 officers to 5220 by 31 March 1984, with

sme. development of non-custodial measures.
ftlice

% To maintain high priority for police manpower by providing for the number

of police officers to rise from aboutlll,200 to a forecast 120,000 {without
ejudice to the right of individual forces to recruit up to authorised
®stablishments), and civilians (including cadets and traffic wardens) from about
¥3,100 te 47,000 over the period; with some inerease in supporting staff and
®Ivices in each year. To restore the police ecapital programme and meet the

“eds for operational computer equipment. To cover the cost of police pensions
tn 1983-8%,

Other Protective gervices
% To provide for firemen's pensions in 1983-84. To enable the immigration
“ntrol system to cope with increased traffic, and to replace the inadegquate
d?iautian centre at Harmondsworth The extra bid does not allew for policy
anges such as an immigrants' register.
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Cenfral and miscellaneous gervices

€. To meet dispersal expenses, and the cost of enhanced ADP capability in
1983-8h.

Progremme 13. Registration of electors

To maintain the level of expenditure given the increasing electorate and the

statutory obligsetions on local registration officers.

Treasury/CSD Observations

7. The Treasury/CSD consider that until the May Inquiry has reported there
should be no substantial additional provision for the prison service, though
they recognise that if the Inguiry's recommendations cannot be implemented in
time decisions will have to be taken about provision in 1980-81 with consequentials
for later years. Totsl provision will have to be reviewed in the light of the
Inquiry's findings. They also question whether, in the light of constraints

" on local authority expenditure and notwithstanding the announced priority for
law and order, individual police authorities will be prepared to increase
provision for eivilian support cadets and egquipment to the extent envisaged.
Thie also affects the bid for capital (where, in particular, the bid includes
£6 million for a site to replace Cannon Row even though PSA have no provision
for redevelopment of the Palace Chambers =ite) and for some central support
services. They also consider that the planned growth in probation officers
may reinforce criticisms that the service is already under-employed. Proposals

for increased expenditure on civil service wages and salaries (ie prison stef f

central support services for the police and immigration = staff) will need to D8
viewed against the options for cuts. in the cost of the ci¥il service which

Ministers . will be considering separately.




7 CHANCELLOR'S DEPARTMENT

SECKE!
£m 1979 Survey Prices

1977-78 1978-79 1979-80 1980-8B1 19B1-82 1982-83  1983-84

wi 7539 revalued 117 124 143 15% 162 169
ey baseline 117 124 143 154 162 169 169
.-:'Eet Cuts - e 2 4y = A §

riions for reductions

feetting savings) = o =i -3 - L
i } a8 percentage _ _ i’
L Line 1 3.2 1.9 0.6

Ltitional bids - - . 2 > 3 8

iticne for reductions:

All elements of the Lord Chancellor's programme carry a law and order classification
ol gre therefore exempt from the requirements to provide options for cuts. However

liz offsetting savings in 1980-81 exceed by £2m but fall short by £2m and £5m in 1987-82
uf 1982-83 respectively of the PSA optione for reductions apportioned to the Lord
#ntellor's building programme. Treasury officials believe that because of slippage

w Court building programme it could be reduced by a further £2 million per year

i1 1982-8% and 1983-=84.

1980-81 1981-82 1982-8% 198384

Hitional bids
lurrent expenditure: Verbatim court reporting 13 6 1.3 1.3

(and other current expendi-
ture, 1983-B4 only)

lonsolidated Pund : additional judges 0.7 1.0 1.2 T £

legal Adid . 3.6
2.0 3 2.5 b

ifsetting savings: current expenditure 0.2 0.3 0.3 0.4
Court building 5.0 3.0 - -

Legal Adid 0.2 - 11 -

ool - 1.0 + 1.1 + 7.1

{.:Lfl'?tlmﬂl provision is required to meet the costs of intreducing urgently needed

‘®d arrangemente for the verbatim recording of proceedings in the higher criminal
;[tg vhich has been the subject of an interdepartmental study; and to permit some

o 282d recruitment of judges, partly to deal with a rising workload and heavy backlog
..5%E, and partly to replace some part-time and temporary judges. The larger net
_::1'1“531 bid in 1983-84 reflects the continuation in that year of the gradual growth
;;“‘E—Wt the Survey period in criminal business and the increasing expenditure on
“*#2al aid fund, against baseline figures restricted to the level of 1982-83.

Be ndisss : y
A Mditional bid for judges salaries would provide for an increase of nearly 50%

”—‘ mmber of circuit judges by 1983-84. The CSD doubt whether this target can be
1ﬁ_£ﬁ and suggest that the bid be reduced to £0.6, £0.7, £0.9 from 1980-81 to
. The position is being kept under constant review by the two departments.
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Jepartment of Education and Science £m 1979 Survey Prices

1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84

1, Cmnd 7439 Sous 8233 8355 8355 Bis2 Bhho | -

revalued
7, Survey baseline 8048 Baza Bz55 Bloz BLE 84sE BusE
3, Budget cuts etc - - g7 - - - -
i, Optione for '

reductions - - - 630 1060 1510 1530
5, Line 4 as %

of line 1 75 12.5 17.9 18.1
f. Additional bid Lo 55 55
Notes

. In the table current expenditure (including that on mandatory awards)
is for England and Wales. Capital expenditure is England only. Expenditure
on the universities and science is for Great Britain.

2s The main change between lines 1 and 2 arises from a planned increase in
gxpenditure on mandatory awards to compensate parents for the elimination
of ¢hild tax allowance.

3« The Budget cut amounted to £55m for expenditure controlled by central
Government. The effect of the cash limit sgqueeze on the Department's vote
expenditure is estimated to increase this to £97m. The effect of the
planned cut in R5G for local authorities on education expenditure cannot
be accuratelt determined at this stage but, taken with the effect of
increased prices, could well be at least as much again.

lations for Reductions:

EUCATION 1980-81 1981-82 1982-83 1983-84
Sehool
—= Reductions
lv Halve planned expenditure on under S5s* 70 100 110 115
& Halve expenditure on school transport
from September 1980°¢ Lo 60 60 60
% Halve expenditure on school meals and
milk by 1982-834 70 125 200 200
b EEduce school standards by employing fewer
tachers,less in-service teacher training,
tutting non=teaching expenditure;and close iy 24 S g
more spare places (including whole schools)
’ Eliminate all school building except basic need 30 50 50 50

Ehools and further education

E'-Entrndm:a tuition fees (means-tested)
tor 16-18 year olds: £300 a year full-time, 90 100 130 130
Pro rata part time,from September 1980*




Higher and further education

SECRET
Reductions

£ million 1979 Survey

prices
1980-81 1981-82 1982-83 1983-8

7s

8.

10,

1.

iz,

13.

Inspection and Administration

L'

-Bageline savings

Cut back and freeze expenditure on

higher education at 1977-78 levels 50 100 150
Cut back and freeze expenditure on

non-advanced further education at 20 50 go
1977-78 levels

Reduce building programmes by half 10 25 5
Charge full cost fees to all overseas 65 100 100,

students in further and higher
education from September 1980

Abandon 16-18's awards scheme: and
increase parental contributions to 30 50 Lo
student grants

Cut expenditure on the Youth Serhice
by 7§-123-17%-17% per cent below the 5 10 15
present level

Cut planned expenditure on adult
education by half 15 20 20

Cut expenditure by 71 - 123 - 17} - 17}
per cent 15 a5 50

15. See paragraph 22 of Chapter 10 of the 1979
PESC Report Part I - - 20
SCIENCE
16. Heduce prants to Research Councils
by 7% = 123 = 173 = 17% per cent 20 35 50
TOTAL 630 1060 1510
Notes

£ Legislation required for altering service.

1-

2. The costings have been calculated as far as possible on the assumption that

*Legielation required for charging

Most of the options for education assume the co-operation of local ﬂﬂihur%tfe'

in their implementation. Under present legislation, concerned with educntidzp.
local government finance, this cannot be guaranteed. The symbols® and / el

those options where other specific legislation would be needed, in the auicﬂ

gesgion of Parliament respectively for charging and for altering the serv

A igct B
the complete range of options would be implemented. The figures are E“b%;zct
variation for individual options implemented on their own. Later year €
of budget cuts is included.
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remmentary on options

Schools

4, This would exclude some 250,000 young children from (mainly part-time)
schooling. It would cause hardship for one-parent families and families with
mothers at work. Physical accommodation in nursery and primary schools would lie
ifle. Many of the 10,000 fewer teachers would be made redundant. Alternatively
charging could be introduced to alleviate these effects.

¢ This would imply charges or a severe curtailment of the scope of the service.
It would cause hardship for children and families particularly in rural areas
where parents have pressed for a reduction in the statutory walking distances.

There might well be a reduction in schoel attendance.

% This would limit the provision of the conventiomal school meal to certain
areas or categories of pupils; or it would mean the introduction in all schools
of & limited choice snack system. Many of the 300,000 staff (mainly part-time)
wild become redundant, and the use of midday supervisors would have to be

revieved,

% On average, over 2000 surplus school places per constituency (:anlud:.ns
terhaps 3 or 4 complete schools) would be closed. In addition:-

8. As pupil numbers fall there will be diseconomies of scale
and en increase in unit costs is needed to maintain standards.
A& teacher numbers fall the average teacher will become more senior
and his salary 'will rise. The option with over 50,000 fewer
teachers than planned in 1983-84 (about 85000 fewer than at present)
would lead to redundancies. It would mean larger classes, a reduction
in the quality of the curriculum in primary and secondary schools,
increases in the shortage of specialist teachers of mathematics, science
and technology, and . a further increase in mixed-age classes in
Primary schools where standards are on average lower.

- expand in-service training,f
b. The option would inveolve abandoning plans *o/improve the quality
of teaching, particularly in language and mathematies skills, and
to provide induction support for new teachers.

SECRET
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Ca There would be a further deterioration of buildings through
inadequate repairs and maintenance, and redundancies of non-teaching
staff. Provision for bocks and equipment, already at an unsatisfactory
level, would be cut back atill further.

Ba A recent assessment of Her Majesty's Inspectorate has highlighted the presen
poor condition and unsuitability of many school buildings. Eliminating

improvements would preserve this situation.

Schools and further education

6. This would be seen as "turning the clock back" to 1945 when tuition fees in
maintained secondary schools were abolished. They are not charged for 16-18 year
olds in further education to maintain parity of treatment with schools. There
be a sharp contraction in the numbers remaining in full-time education after 1%
and a restriction of educational opportunities even with a meanstest. The Treas
is very doubtful about the feasibility of this option and would regard further

general cuts in standards as somewhat less unrealistic.

Higher and further education

7. This would mean holding the numbers of students in universities (including
Open University) and polytechnics at or below their present level at a time when
the numbers in the relevant age-group are still increasing. The proportion of ¢
18 year old age-group entering higher education,already low in comparison with
industrialised countries would fall. There would be a brake on all new appoint
and no opportunity to appoint young teachers and research workers thus reducing
the quality of scholarship and learning.

8. This represents a reduction in volume terms of some 14% in non-advanced
further education (excluding adult education), leading to a contraction of
vocational education in all areas. Opportunities for both school leavers and
those already at work to take courses with a view to employment or re-employment
would be curtailed and the supply of skilled manpower especially at technician
level would be at risk.

9. Part of this reflects the lower number of places needed in non-advanced
further education if ﬂptibn 8 is implemented. In higher education a reduced
programme would hold up plans in universities and polytechnies to provide for
a more effective use of buildings.

SECRZT
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b, Fees for overseas students, increased by over 30% this year?unuld be more
qp doubleds There would be strong reactions from student and race relations
¢iss in this country, and heavy criticism from overseas governments, and
pcially from the EEC, differential fees being contrary to agreed EEC policy.
iher the cost of bursaries offered by the FCO would increase or their numbers
wli have to be reduced.

', This would mean the elimination of the minimum maintenance payment of £300

.1l award holders (which is actually compensation for the withdrawal of Child

i Allowance), charges for fees (up to about £700) and a general increase in the parental
siribution of £70 in addition. For some parents this would mean increased

menditure of over £1000 annually.

L Facilities for 14-18 year olds in youth service, much of it run by voluntary

mnizations, would be sharply cut at a time when numbers in these age-groups

:etill rising,

\ Ivening classes (at present providing for 2 million adults) would disappear
uny areas - elsewhere charges would be doubled or trebled.

Enna

tion and administration

« This would bring a cut in the number of inspectors and advisory staff at

‘iz when the number is already inadequate to check standards.

+ This cut (however it is applied) would do sericus permanent damage to an
ential activity in which Britain has the highest intermational standing.

Addition
£ million 1979 Survey prices

1981-82 1982-83 19B83-84

sted place scheme up to Lo 55 55

| "nifesto stated that "the Direct Grant principle will therefore be restored with
issisted Places Scheme. Less well off parents will be able to claim part or all
Ifﬁair fees at certain schools from a special government fund". The details of
E_“hﬁ‘mﬁ are being considered for implementation (following the necessary
I!:Elatinn} in 1981-82. The scale of the bid matches the total cost of the last

/%ar of the direct grant scheme updated to present prices.
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71oE OF ARTS AND LIBRARIES £m 1979 Survey prices

77-78 78-79 79-80 BO-81 EBl-82 82-83 B3-B4
fnd 7439 revalued A3 60 Z6E A71 376 3L #HS
 wrvey baseline AE %60 IBE  3Y8 378 ZAR  ZBB
wdget cuts £%m, cash limits squeeze £lm; F 4
ptions for reductions 28 49 ey a7
line 4 as percentage of line 1 s 12,5 1 Erdrehnad Bt
dditicnal bids Wil
s for reductions 1980-81 1981-82 1982-83% 1983-84

ziral Government
Frogramme 10.%, item 1

*Postpone new British Library building ‘44 7 7 7
Programme 10.3, item 2
Reduce British Library services 13 24 4 4

. Programme 10.6, item 1
Reduce level of Arts Council etc
support 3 4 5% 54

+ Programme 10.6, item 2
*Heddce capital for museums and
galleries building programme 13 3% 2%

frogramme 10,6, item 3
Reduce museums and galleries purchase
grants and other current expenditure 2 2 7 7

Frogramme 10.6, item 4
*Reduce capital provision for South
Bank Theatre Board & Housing the Art 1} * 1

4l luthorities

frogramme 10,3, item 3
BEeduce current and capital expenditure on
libraries 15 25 Bl 343

Programme 10,6, item 5
Reduce current and capital expenditure
on museums 2 % = 5

' - "
tonstruction items.

. tould be reductions in Civil Service manpower from option 5 above. The
. “tIvice manpower implications of options 1 and 4 would be for the
“lent of the Environment to comment on; there could be consequent
“*mtl-:ﬁns on the staffing of some of the institutions concerned, but this
itpend on the method chosen by the institutions to implement the cuts.

.+ “tion the relevant local authority expenditure is subject to the
0 imposed on the RSG.
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IESCRIPTION

The effect of these reductions cannot be assessed in detail because
each recipient body would have to make its own decisions on their
distribution. But the fo],cce of. Aﬁts & Libraries believe the

overall effect would be ﬁ:ne cuuntr:r s main cultural institutions
in the ways described below:

Option 1

for the
The new building/British Library would be postponed and with the

consequential break-up of the design teap might have to be
abandoned. There would be consequent offsetting costs later as the
rresent inefficient arrangements continued.

Option 2
The services provided by the Library, estimated to earn income in
1979-80 of £6 million, much of it from abroad, would be deeply cut

with consequent damage to services to industry and technology as well
a8 scholarship.

Uption 35

The Arts Council would have to reduce its support of arts activities.
and either correspondinly reduce the scale and standard of activity
across the board or take action which would call into question the
future of one or more ~ of the. - larger national companies eg
English National Opera (North). The remaining national companies
would have severely to curtail their touring programmes.

Uption 4

There would be a complete stop to new building and other development
toth in London and outside, much of which is intended to put on show
objects not at present on view; and there would be great difficulty in
Baintaining the structure of existing buildings.

Option 5

e national museums and galleries, in order to minimise reductions
a - I + i ”..

79 it




in opening times, might have to stop all, or nearly all, new
acquistions, including those made for the protection of the
national heritage. Substantial closures of sections of museums
could hardly be avoided, with greatly reduced access both for the
general public and specialist students,without additional risk
to the security of some collections.

Cption 6

The Housing of the Arts fund assists construction projects in the
arts. If is already committed % years ahead. These reductions
would inﬁnlve cancellation or deferment of commitments and of
much work in progress.

Cption 7

Local public libraries would suffer substantial reductions in
opening hours and many branch libraries would have to be shut.
Books purchases are likely to be particularly hard hit and this
would/permanent damagg?the effectiveness and attractiveness of
the public library system.

Cption 8

Many local authorities already neglect their museums. Further
neglect would jeopardise important elements of the national
heritage and reduce the access which the public has to them.




wiaent of Health and Social Security; Welsh Office,

emme:  Health and Personal Social Services (HPSS).

£million. 1979 Survey Prices
1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84

fond. 7439 revalued 7776  Bokg 8235 8339 8506 BeaL =

Survey baseline 7776 8005 8235 8339 8506 8684 8684 |
1979-80 Cuts - Healtlgi] - - 133 - - = . |
- P¢5.5Fii} 7 - = = i

fptions for reduction

Health a - - 88 166 N 117

PuBia e = - = 93 159 231 231
line 4 as percentage !

of line 1 - - = 242 3.8 ka5 x
ldditional bids - - 10 11 19 103

(i} Income from higher charges £31 million.
Cash Limit Squeeze £102 million.

{ii)} Estimate as at 21.6.79.

ims for reductions 1980-81 1981-82 1982-85 1983-84
..m :
 later effects of Budget increase in
prescription and dental charges Lo L 43 =
 fevised estimates of net expenditure on general
nedical and ophthalmic services 2 2 2 =
Itcrease prescription charsaa“} i
4p inflation linked annually 7 13 17 20
¥p to 6Op 20 19 18 18
¥p to 70p 3k 33 32 31
¥elfare Hﬂkm : 3 5 3 b
Wad Traffic Actgg ‘: EE ﬁg 6-3
' Mharge to foreign visitors e 23 23 23

EAOTN

SOCIAL SERVICES

' Ufects of 1979-80 10 10 10 10
% Cut to leave only "demographic!" growth 8 17 35 11
b Formula cut 93 159 231 231

(1) Subordinate legislation required.
(2) Main legislation required.
"!‘5: i

ielf‘aml‘iilk. Withdrawal of benefit from large young families not needing it on

% grounds,
SLGKET |
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5. HRoad Traffic Act. BSubordinate legislation would permit a limited increase on the
maximum collected:

Present Proposed
In-patient £200. £1250
Out-patient £ 20 £ 125
Emergency fee B 1.25 £ 5.75

Main legislation would be required to recover the full cost of treating road traffic
victims: extensive consultation would be needed with insurance companies and there
would be considerable opposition. The Department is looking for ways of overcoming
objections to similar proposals in the past; this option should be regarded as

provisional at this stage, Depending on the details of the scheme this ha
be counted as a tax measure raghqr Eﬁan treated as negative expenditure.may e

6. Charge to Foreign Visitors. A Health Insurance charge to all visitors not exempt
under special arrangements (eg EEC) would be a new departure for this country. DHSS
is undertaking a detailed study of feasibility and yield. If a scheme is launched it
is unlikely that it could be introduced before 1981-82.

7s Full year effect of the 1979-80 estimate.

8. a. Cuts that would leave only minimum growth of 2 per cent annually needed to
maintain standards in the face of demographic change.

b. PFormula cuts reguired by ground rules. These would have severe consequences
eg serious deterioration in essential services for the elderly, the disabled
(including the mentally handicapped), and children in need of special care,
which would also throw additional burdens on health care and on law and order.

Further comment

Departments expect. that by more effective use of resources eg by a restructuring of
the NHS administrative system and by better procurement arrangments, resources will be
released with the Health programme for more direct forms of patient care.

Retail price index

Of the pptions listed only the increase in prescription charges would affect the rwmi%m
price index. A further increase te 70p would add about 0.05 percentage points to the K&

Additional bids 1980-81 1981-82 1982-83 198
HEALTH

1. FPS5 - Pharmaceutical and general dental services - - =

2. FPS - General medical and ophthalmic services - - -

3. Centrally financed services % o 10

k. Hospital & Community Health - "demographic" growth - - =
PERSONAL SOCIAL SERVICES

5. Children and Young Persons Act 1969 (amendment) 7 8 9

6. Demographic growth 2 5 - 3
Notee.

1. Estimated growth in expenditure on demand-led services-

2. Estimpted growth in expenditure on demand-led services.

%+ Centrally Financed Services.

- Revised estimates of cost of transfer to HPSS programme of Microbiological
Research Institute, Porten.

" i
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- Latest forecast of additional costs arieing from EEC arrangements
for the provision of medical treatment to UK nationals.

- Additional costs flowing from Part III of Medicines Act 1968.

= MNurse training. Additional tutors to permit implementation of
Briggs Report on Nurse Training from 1982-83.

L, Provides in 1983-B4 for the minimum growth of 1 per cent a year in
current expenditure for demographic change and to make some allowance for
medical development. A further £35 million would be needed to continue the
plenned Cmnd 7439 growth of 1.7 per cent a year in current expenditure
which Health Departments consider necessary to make progress in remedying
gross deficiencies in particular services and in particular parts of the
conniry.

5. This increase in expenditure would be regquired to fulfil the Manifesto
commitment to introduce secure care and residential care orders, and would
form part of the Government's programme on law and order.

£. Thie provides in 1983-84 for the minimum 2 per cent growth needed to
keep pace with demographic change.

Hanpower Implications 1980-81 1981-82 1982-83 1983-84
HEALTH (Whole Time Equivalents)
hdditional bid 1983-84 +12,000
PERSONAL SOCIAL SERVICES (Mumbers)

Cut to leave only demographic growth =800 -2, 400 =k, 900 =1,000
Formula cut -14,800 -25,600 -37,000 -37,000
Additional bid 1983-84 - - - + 4,000

t"‘.‘lﬁ'.zﬁl B D
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 Social Security £ million, 1979 Survey prices

1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84
md 7439 revalued 15,916 17,466 18,402 18,662 18,872 19,04
urvey base line 15,916 17,456 18,399 18,662 18,872 19,044 19,0h4
End 7439 revalued 16,595 18,226 19,204 19,477 19,697 19,875
[revised revaluation)
rvey base line 16,595 18,212 19 201 19,477 19,697 19,875 19,875
(reviged revaluation)
hdget cuts = - =11 - - - -
icial security changes, 13 June - - +194 +35%2 +335 +3352 +332
ttion for reductions il = i -1586 &319{3 iy 8 hbhon

Itimating changes resulting from
wit-Budget economic assumptions,etc =

ez & as % of line 1A - - - 8.1 16.2 20.9

Lidt &
a1t

WIICNS FUR REDUCTIONS
1980-81 1981-82 1982-83 1 84

. Legislation will be introduced in the current session to amend the uprating formula
‘rom one by which long-term benefits are increased by the greater of the forecasts of
wmings or prices to one where they are increased by reference to the forecast move-
%0t of prices only. The figures below assume that no real improvement in benefits is
ie in the survey period. They therefore maximise the savings that could be expected

“@ present forecasts. Savings would be reduced by any uprating that went beyond price
frotection.

fmpover effeet: nil _
Iyenditure effect: - 8l - 265 =380 - 55

% _ Bedeployment to benefit-saving activity (eg fraud investigation, unemployment
®riew) of staff,

fanpower effect: nil
Ipenditure effect: - 20 =20 =20 =20

H
;' From April 1981, remove entitlement to sickness benefit for the first 6 weeks of
“Pell of sickness with a corresponding reduction in contributions. with statutory

"“lgation on employers to provide sick pay and only a residusl state scheme
Lt o | ¥ a residu a =
#lslation required.

“upover effect: save 000 staff
Menditure effect: - =300 R K

5 e
s . o
= ok

76

=328 =329 -381 =277 +72

tional bide 4 % & 205 L6k 473 512
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1980-81 1981-82 1982-83 198354

k., Limit from November 1980 the uprating of child dependency allowances to the
minimum statutory obligation, rather than, as now, uprate by reference to total chilg
support (ie child benefit + CDA).

Ho legislation required.

Manpower effect: =10 =30 =45 =55
5. Raising the pension age for women from age 60 to 61 in Aprdil 1980, 62 in April
1982, 63 in April 1984, etc until it is 65 and equal to the pension age for men.
Legislation required.

Man ﬂﬁr effect: save 100 staff in 1980-81 and 1982-83, but cost 10 staff in 198+ 2
1965 3=85%
Expenditure effect: =30 =50 =80 =100

1979-80 1980-81 1981-82 1982-23

6. Abolition of earnings related supplement paid with unemployment and sickness ang
other shorteterm benefits. Legislation required.

Manpower effect: save 150 staff
Expenditure effect: - 280 - 260 - 260 =260

Te Holding the earnings limit for pensioners! wives at £45 until the married couple
rension rate reaches this figure. Legislation will be introduced in the current
session. Saving earmarked for bid arising from EEC Directive on Sex Equality see beloW

Manpower effect: nil
Expenditure effect: -8 =13 ~18 =18

8 In addition there are the following minor items:=

i. Continuation of 79/80 cash limit squeesze on manpower.

Manpower effect: gave 2000 staff

Expenditure effect: -8 =8 -8 -8
ii. Abolish maternity grant from April 1980, but allow the existing supplementary
benefit provision for the contingency to continue.

Manpower effect: save 300 staff

Expenditure effect: -13 -12 -11 =10

iii. Abolish death grant as in item ii above.

Manpower effect: save 600 staff

Expenditure effect: -13 -12 =11 =
iv. Extend waiting days for unemployment benefit from 3 to 6:

Manpower effect: nil btut some Department of Employment savings
Expenditure effect: s -10 -10 =10

. SECRET
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1979-80 1980-81 1981-82 1982-8%

, Apolish preferences in maintenance benefits except the war widows' one, ie
wipetrial injury benefit, industrial injury widows benefit preferences, and

waployability supplement preference.
kpower effect: mndil

menditure effect: =10 =10 -5 -5

i tobal expenditure effect of all the items listed in paras 1=8 is:-
- 486 - 590 - 1148 - 1301

", The above reductions are well short of target, and across-the-board cuts in the
due of benefits would be inescapable. For example, besides reducing the upratings te
ices only, it would be necessary to have no uprating at all until November 1982, by
iith time the real value of the retirement pension will have been cut by over £4, 1In
ier to achieve the required reduction in 1980-81 it will also be necessary to make a
borary cut in a benefit, eg £1 reduction in child benefit for one year from April

#, Alternatively upratings could be at half the increase in prices with the balance
i from reductions in CB. Other such packages could be constructed, though all

wli be equally contrary to the Government's stated policies and commitments.

Enewer effect: nil

senditure effect: =1100 =2200 =3000 =3100

“ Most of the proposals above would present major political problems but the

nired reductions cannot be achieved without this sort of action. Note also that, in
lar as the pace of reduction envisaged in other programmes is not reflected in the
wmic assumptions, this will almost certainly produce severe knock-on effects for
“al security, eg increased unemployment benefit.

=TIONAL BIDS

1080-81 1981-82 1982-83 1983-84

' _"J"nR"UI'IG RULE. The Social Security Act 1979 providesz for affirmstive orders

#ing out the retirement pensioners' earnings rule by reducing the age at which a
“in is deemed to have retired, currently 70 for a man and 65 for a woman. The

“lings rule would then apply only between pensionable age and the new deemed retire-
“age. (Alternmatively the rule could be uprated faster than earnings so as to

% it out over U years.) There is a manifesto commitment to phase out the rule

* the course of the next Parliament.

FOier effects: 30 staff extra initially but long-term savings of 100
“lditure effect: (based +30 +60 +100 +150
* 8D agsumptions)

.r.Em DIRECTIVE. Implementation of the EEC Directive on Sex Egquality reaquires changes
| ** sccial security system by 1984 and in order to maintain a consistent approach

1;;11; other non-obligatory changes are also necessary (cost of latter shown below in
Hets), The cost will be met from the savings recorded at item 7 in the options for

“Wtiong,
Wuer effect: up to 150

’"’i?t“r‘e effect: ' +1(=) +3(1) +3(1) +1é{3}

SCORET
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1980-81 1981-82 1982-83 1983-4

3. CHILD BENEFITS. Child benefit was last increased in April 1979 and the Gover
will come under increasing pressure in 1980 for its value to be restored, particuls
in view of the indexing of tax allowances, remembering that the benefit in part rep
child tax allowance. This would be done in November 1980 by reference to price mov
sinee the last inecreases in April 1979, but no commitment to price protection aftes

Manpower effects would be negligible.
Expenditure effect: $170 +400 +370 +350

4.  MATERNITY GRANT. It is proposed that maternity grant should be made non-contri
butory. The contribution test execludes several thousand women each year, who tend

be single parents and to present higher than average heslth risks. Extending entit
ment to these women would provide a small, but useful, financial inducement to come
forward a_:::d attend ante-natal clinics. (They need medical advice of pregnancy ino
to claim.

Manpower effect: mnegligible
Expenditure effect: +2 +2 +2 2

5. ADMINISTRATIVE CHANGES. Payment of benefit direct into bank accounts monthly
arrears would lead to overall savings, though requiring extra staff., The figures
given assume % million pensioners and 1 million child benefit recipients opt to rec
this benefit this way. There may be repercussive effects on other areas of the mb
sector. Work is in hand to quantify this. The figures below relate to direct cost
and savings in the soecial security programme.

Manpower effect: cost L4OO staff
Expenditure effect: +2 - -2 -2

Contingent Expenditure

6. Three issues were referred by the previous Government to independent advisory
bodies and the Government will have to decide how to react to their reports when
receiveds The items are, with an indication of their possible cost:

i. The National Insurance Advisory Committee will report later this year on the
incapacity for household duties test involved in the award of housewives' non-
contributory invalidity pension (HNCIP). Cost £30m to £60m.

ii. The same Committee will also report probably in late 1979, on the possible
extension of invalid care allowance to categories of non-relatives. Cost not more
than £2m.

iii, The Industrial Injuries Advisory Committee is likely to report in 1980 on
whether occupational asthmas should become prescribed illnesses. Cost about £10m

Supplementary Benefit/Industrial Injuries

7. Both schemes have recently been reviewed. A nil cost package of EuPPl’-?”‘e”tgf:.'r
benefit changes iz currently being considered with a view to legislation this '5"3-5“1
Consultations have yet to be held with interested bodies on the industrial injury
changes tut a similar nil cost package can reasonably be expected.

3
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IR MAJESTY'S STATTIONERY OFFICE £m 1979 Survey prices
77-78 78-79 79-80 B80-81 81-82 82-83 83-84
1, Cmnd 7439 revalued 89 99 98 100 g9 100 -

;. Survey baseline 90 99 99 100 99 100 100

i, Budget cuts, etc

b, Options for reductions 75 12.5 17.5 17.5

5 Line 4 as % line 1 745 12.5 17.5 17.5

b, Additional bids 6 3 & 7
bptions for reductions fo-81 81-82 1982-83 83-84

l. Reductions in the volume/standard
of HMS0 services to Parliament
and government departments. Ta5 12.5 17.5 17.5

feductions of the magnitude indicated would entail a corresponding reduction of
the departmental demands to be brought about by HMSO imposing raticning or otherwise.

kiditional bide 80-B1 B1-B2 82-8% B&3.84

. Hore frequent printing of tax tables 1 1 1 1

& Modification of certain office machines;
purchase and maintenance of additional

machines and associated consumables. 5 5 5 &

EmﬁﬂquEnt on decisions taken by the last administration, income tax tables now need
o be printed approximately monthly instead of annually. Provision isought for
feplacing worn-out office machines and for new schemes for office mechanisation,
imever the additional bids for office machinery are subject to a review now being

fonducted by CSD and may be modified when the results of the review are available.

h joint study into the suitability of repayment and trading fund financing for

M30's services is being carried out by HMSO in conjuction with the Treasury and GSD.
I a decision is reached in favour of repayment or a trading fund, implementation
“uld occur during the period of the Survey. '

SE®RC




CSD: CIVIL sumnwm;rm 1)

1977 1978 1979 1980 1981 1982 1983

Emillion, 1979 survey prices

-78 =79 =80 =81 -2 -83 -84
1, Cmnd 7439 revalues 207 ko 433 Les Lg7 526 =
2. Survey baseline 377 Lo 436 L5 kg7 526 526
3, Budget cuts, etc -
4, Options for reductions - 3 -} =
5 Line 4 ag % of line 1 064 0.38 =
6, Additonal bids - “ - 32

wions for reductions

kg programme is related to the numbers of people eligible for benefite under the
msting provisions of the Civil Service pension scheme. The bulk of the expenditure
teach year ig in reapect of the continuing payment of pensions awarded to people
iwhave retired in the past and any chenge in the basis of calculation for staff
wiring in future would produce only the smallest savings in the Survey period.
% 8 change would also mean that the Civil Service scheme would no longer meet the
“mun standards for contracting-out under the Social Security Pensions Act 1975.
wrly, therefore, any significant change in the level of expenditure on Ciwil
mice pensions would require major retrospective legislation and iz not a wiable
ton, The programme includes £152.5 million in 1979-80 rising to £169.0 million
:192-83 in respect of thellump sum benefits payable to civil servants at the
® of retirement or resignation and to their personal representatives if they die
‘service, This benefit is not essential for contracting-out purposes but it does
wesent about a quarter of the aggregate benefits of individual civil servants and
tost of it has been tsken into account in determining their pay. Retrospective
delation would be required to taske the benefit away from existing staff in reapect
‘their past service. A change for future service only would not produce substantial
g8 in this programme in the Survey period but it would lead to pressure for a
Fipotiation of the pay settlement and an immediate increase in Civil Service pay.

- In this programme, pensions already in payment are assumed to continue at the
ls to which they were increased on 1 December 1978 and new pensions and lump
for people retiring in the Survey years are based on current salaries. These
tant price figures would not therefore be reduced if either payor pensions
" to be increamsed in future by something less than the percentage increase in
8, (The conventions governing the presentation of public service pensions are
"ctly being reviewed by officials). The provisions for increasing pensions in
*vith increases in the cost of living apply directly to all the public services
‘tolicemen, firemen and other local government employees; doctors, nurses and
*r WiS staffs; judges, teachers and civil servents) and to Members of Parliament
they are also applied to members of the Armed Forces and to the staffs of the
“malised industries and various fringe bodies. A decision to amend the inflation-
fing arrangementa would therefore affect a wide field. Moreover, the existence
f}' Pensions increase arrangements has been taken into account in determining
U Service vay and the recent pay agreement would, once again, come into guestion.

}:ﬁtionu for reductions identified in the table are therefore limited to estimating
ea,

{tonal bids

!:"“Didable net addition of £32.1 million in 1983-8L4 is described in the separate
'#d report. Additional, but at present unquantifiable, amounts of expenditure
[leed to be incurred in each of the Survey years if reductions in the size of
fivil Service cannot be achieved by natural wastage and involve the payment of
%2 and annual compensation allowances to people retired prematurely. '
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tand 7439 revalued
furvey baseline

Iudget cuts eto
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£M

1979 SURVEY PRICES

1977=78 1978-T9 1979-80 1980-81 1981-82 1982-83 1983-B4

24 28
24 28

30
32

4-2

28 28 °

28 28

-2 -4
T 12¥

2’8
8

28
28

5 FOR HEDUCT IONS

mume 14.4, Publicity (Home and Overseas)

1980-81 1981-82 1982-83 1983-84

2 -4

- 5

-2

®ductions would necessitate large cute in publicity services for all Home Departments
wald partienlarly affect the larger continuing campaigns carried out in respect of
tes Recruitment, Road Safety, Energy Conservation, Prison Officer Recruitment, Fire
rine Prevention, Metrication Board. Cuts of about £1.7m by 1983-84 would alsc need
" bade in Overseas Publicity services for the Foreign and Commonwealth Office which
wrgely in support of Trade Promotion.

St RET
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SCOTTISH OFF ICE

It has been agreed that most Scottish Office programmes will be dealt with

ynder & block arrangement whereby the total expenditure on these programmes

will be adjusted in proportion to the total changes finally agreed for comparable
English programmes using a ratio of 85:10 (90:10 if the comparable programme
tovers England and Wales). The Scottish programmes excluded from this

'"tlock" arrangement are Trade, Industry, Energy and Employment {except Tourism
wiich is within the block), Agriculture, Fisheries, Forestry and Food, Other
Fublic Services and Common Services.

' Fer the programmes covered by the block arrangement the Secretary of State
will secure a reduction of the total expenditure on these programmes as in
Coed 7439, adjusted, proportionate to the savings finally agreed for the
comparable English and Welsh programmes.

"Comparable" programmes £ million, 1979 Survey price
1977 1978 1979 1980 1981 1982 1983
" 27 SR e S SR
1. Cmnd 7439 revalued 3436 3536 3637 3705 3756 3792 =
%, Burvey baseline 3453 3506 3640 3705 3756 3788 3792
3. Budget cuts - - =52 - . - -
4 Options for reductions = 315 Lsg 595 602
5. Line 4 as % of line 1 - 8.5 12.1 15.6 . 15.9
f. Additional bids = 41 Ly Lz B7

SEGRET
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#on-Comparable' programmes £ million, 1979 Survey prices
1977 1978 1979 1980 1981 1982 10873
78 =79 20 =81 =82 =83 -84
t, OCmnd 7439 revalued
Agriculture etec gz 101 106 107 106 101
Trade, industry ete 84 119 137 13k 132 134
Other public services LY L2 Ly 4s Lo Ly
Common services 1 1 1 1 1 1

218 263 288 287 288 280

I, Survey baseline 218 254 284 Eﬁ' 288 280 Eg

h Eudgﬂt cuts
Trade, industry etc - - =27 - . - «

=

+ Options for reductions
Agrieulture ete =15 =19 -26 -28
Trade, industry etc =29 =36 =38 =37
Other public services - - - -

Common services 2 i k= #

=Lk =55 64 -65

i Line 4 as % of line 1 18,3 19.1 22.9 23.2
b Additional bids

Agriculture etc 5 7 8 5

Trade, industry etc 8 2 1 L

13 9 8 9

iculture, Fisheries, Food and Forest

e bids and options for agricultural support are broadly the same in all three
:[’L‘lt-I'III.EE. Some variations appear in the options on other support and services,
“tluding fisheries.

-

Lade, Tndustry and Employment _

{ total options proposed, most is on Scottish Development Agency. Of additional
?‘ds-— most is for the smelter deficit. Previous administrations have accepted

“8% no part of this should fall on the electricity consumers in the NSHEB area

‘“th would be the outcome if this bid is not accepted. Liability for some

ens of compensation is still in dispute and there may be a requirement for further

SECRET
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£ million, 1979 Survey Prices
1977 1978 1979 1980 1981 1982 1983
-78 =74 -80 -1 =82 -3 -84
, Cmnd 7439 revalued* 1079 1139 1186 1209 1225 1241
:, Survey baseline* 1126 1111 1187 1211 1227  12k2 1242
i, Budget cuts, etc - - 35 i = b L.
, lptione for reductions** - 126 185 22 225
i, Line & as % of line 1 < 05004150 4820 B0
b, hdditional hidas - 21 21 22 30

he table above summarises the options for reductions and additiomal bids for expenditure
dttin the responeibility of the Secretary of State for Wales. Immediately below are
uiss on the options and additional bids for the individual programmes.

rogranme 1980 1981 1982 1983
=81 -2 -83 -84

btions for reductions

i price guarantees for sheep RN - PR LI

iice rates of capital grants 2.6 b b 3.7

kfice rates of guidance premiums 0.2 0.2 0.1 0.1

Buce IFA allowance in January 1982 - 17 21 2.0

bin e requirements 0.9 1.4 1.6 1.6
b Ly 9.5 10,0, 9.2

diitional bids

breased hill livestock compensatory

dlwance for sheep by £1) 1.8 1.7 1.5 1.5

% tisheries protection and

*tructuring of fishing industry 1.0 2.0 2.0 1.0

2.8 3.7 3.5 2.5

& .
"% options and bids correspond exactly to those put forward by MAFF and DAFS.
Mgranme U4

“ptions for reducticns =

Welgh Development Agency M. 124 12,8 125
fection 7 Assitance 0.2 1.0 1.6 1.7
Wales Tourist Board 0.2 0.4 0.6 0.6

!B
“ludes local authority current expenditure on education

%tludes other reductions identified by DES which affect eduction current expenditure
4 applied to England and Wales.

SECOET
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SECRET 1980 1981 1982

-81 -32 —3}
Balance of programme 0.6 1.0 1.3
Reduced requirements 0.1 1.6 0,9

12. 164 16,9

Welsh Development Agency

The reduction represents the WDA share of the 'Opposition Cut', revalued to 1979 sy
prices.

The Welsh Office predicts that reductiens of the order required would:

(i) entail abandonment of the envirommental improvements programme;
(ii) slow down the rate of land reclamation;
(iii) reduce the provieion of investment finance for industry.

Section 7 Aspistance

This reduction is the Welsh Office share of the total GB cut proposed by the Departpey
of Industry.

Walese Tourist Board

Cute would be borne on tourist projecte and would amount to a third of the planned
programme in later years.

Balance of programme

Included by Treasury direction although the Oppoeition cute exceed the scale cuts o
this programme.
1980 1981 1982 1953

(b) Additional bids -81 -82 -8 -
Development Board for Rural Wales 5.7 G.2 7.2 7.0
Welsh Development Agency - 2.1 1.5 1.9

5-? 8‘-5 9-1 5'9

Offsetting savings included in the options)
for reductions (in addition to the ) 0.1 1.6 0.5 0.
'"Opposition’ and percentage cuts) }

i)

The first bid is sought to increase the scale of activity of the Development Board
for Bural Wales.

The second bid seeks to increase the Welsh Development Agency expenditure frem the
pre-pption cut level for 1980-81 for all yearas, Thus acceptance of this bid Hmﬂﬂ_
involve forgoing the option cut on the Welsh Development Agency. This would enablé
the factory building programme to be maintained at its present rate outside the |
Steel Closure areas. No account is taken in the bid for any additional expenditure
that may ariee from 'steel closures' at Shotton.

1080 1981 1982 199
Programme & i 8o TR

(a) Optiene for reductions

Motorways and Trunk Roads (Central Government) 6 10 Ly i
Local Transport (Local Authority) 7 12 17 11
15 22 31 31 Urban

&
Savings would mean that some major trunk road schemes, and almost all of the amai;
ones would have to be deferred in order to give priority to the improvement ﬂf‘kh;
communications across Wales (particularly AS5 in the North and links with Mi if

SECRET
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th) and to schemes designed to benefit industry. Maintenance would also be curtailed.
e gmall reductions in Welsh Office staff should be possible in the latter part of
e period.

local transport, local authorities are free to decide for themselves how to allocate
: reductions. It is likely that the major part of the reduction will be on capital,
mgh neverthelesa some reduction in maintenance and administration would be necessary.
is not possible to make estimates of the reductions in local autheority manpower

ich might follow,

-

] A4dditional bids - .I'Iil 1980 1981 1982 1983

=81 -82 -83 -84

pETaNmE

-t

| totions for reductions (as defined in
DOE text)

Subgidies: estimating changes - - 5.0 2.0
higher rents - 5.4 11.6 18.9
"8 0ption mortgage subsidy k.0 5.0 5.0 5.0
Pirst time buyers BB e & B
Houeing associations 3.0 - 3.0 3.0
Local suthority housebuilding 18.2 23.1 24.0 24.0
dales 25 6.5 Ba3 L.o

0.2 39.8 52,9 56.9

pisition Cuts (as defined in DOE text):
further cuts implied 37.7 4.0 55.9 55.9

Total 67.9 85.8 108.8 112.8

¢ effects of these further cuts would be Bimilar to thome indicated for England.

0,1 | Mdditional bids

(Rent allowances, first-time purchasers,
local suthority improvemente and mortgages) 10.9 6.8 5.8 9.8

2 bide correspond in general with those put forward by DOE. The figures shown above
“ mo acoount of the Needs Assessment Study which indicated that the Welsh share of
8ing expenditure is significantly lower relative to need than that of England and
land,

e
1114

: 1980 1981 1982 1983
gramme & =81 =8z =83 -8Bl

) Uptions for redutions

lsh Water Authority 50 3.0 30 3.0
il Authority LES capital (LDS) 1.4 =i TR T . P
“l Authority LES current R - TR 5 Y S .

fast Protection : i 0.2 0.3 0.5 0.5
nity Land 10,2 10.2 10,2 10.2
%0 Programme : g3 0.5 0T Leny

150 ° 288 SES S
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The effect of the cuts in Water Authority expenditure illustrated will be to glow d
improvements te the guality of coastal and inland waters, reduce the renewal of aBEetE
and delay improvements of gervice to domestic and industrial consumers.

There is no scope for achieving cuts in capital expenditure by local authorities withi
IDS without legislation to directly control this expenditure however financed.

LES current expenditure is managed entirely on an England and Wales basis and the
cute are approximations of the reductions which would be made in Wales. The effects
of such cuts are described in detail in the DOE text on Programme 8. IES current
expenditure is entirely within local authority di scretion and cutsa can be achieved
only by new legislative control and a tight financial sgueeze on local authorities
through RS5G.

Local authority expenditure on coast protection is unpredictable, and savings cannot
be guaranteed.

In Wales the Community Land scheme is administered by the Land Authority for Wales
whose future role is now under consideration by the Secretary of State. The optional
euts would require income from land sales to cover all expenditure for 1980/81

The cuts would result in a substantial reduction inapprovals for new urban programme
schemes in Wales for 1980/81 onwards.

{(b) Additional Bids
Arterial drainage 1.0 0.8 0.7 0.7

This is for work on urgently required flood defence schemes already approved and
committed.

Programme 10

{a) Options for reductions

School building improvements o 2.8 2.8 ab
HFE building programme 0.4 T 1 Ta'l 1.5
National ILibrary of Wales: capital expenditure 0.2 0.3 0.3

National Museum of Wales: capital expenditure
and purchase grantas 0.1 0.1 0.3

'015 s

2.3 L.% LG k.9

These iteme represent the Welsh share of the reductions in education building (excludil
universities) and in cuts expenditure identified by the DES for England. Other i
reductions identified by the DES affect current expenditure and apply ‘to England ar
Wales.

{b) Additional Bid

Assisted Places scheme b b 25 12
This follows a similar bid by DES
Programme 11
-(a) Options for reductions
Health : 5 10 9 é
Personal Social Services 5 8 e ;IE

Additional Bids
Health ; ) , : 1
Fersonal Social Services CEm = :

N Wi |

st
Py —
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mese options end additional bids correspond to those by DHS5. The manpower implication
o the optione for reductione in peresonal social services expenditure would be:-

~B65 -1565 =2320 -2105

fe additional health bid would add 750 to manpower, and the additional personal social
grvices bid would add 225,both in 1983-8L.

Programme 1

I options for reductions have been identified nor any additional bids registered.

SECRET
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(&m 1979 Survey Prices)
1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84
wd 7439 revalued 1806 1999 2008 1991 | 2012 2027 2027
sirvey Baseline 1824 1995 2008 1995 2027 2043 2043

tnd 7439 revalued
(revised revaluation) 1836 = 2028 2043 2026 2048 2064 2064

,hrvey baseline

[revised revaluation) - 1854 2024 2043 20%0 2062 2079 2079
hdget cuts - - 35 & L ¥ .
tptions for reductions - - - 130 218 =08 308
lire b as percentage of

lire 1a : - - - 6.4% 10.6% 14 9% 14 0%

fditional bide - - - + 1 - " + 1 + .1_3‘
tptions for reduction

%e figures in line 4 of the above table are derived by the straightforward application
of the options formulae and the rules governing the exceptions. However the final
figures depend on the size and incidence of the actual reductions imposed in GB.

The totals are therefore subject to review later and their incidence will be a matter
for the Secretary of State for Northern Ireland. Parity, particularly in relation to
stigl services, will be an important consideration, but the special needs of Northern
Ireland also have to be taken into account. It is expected that a major contribution
t the reduction required in Northern Ireland will be found from

8+ the effects in later years of the 1979 Pudget cuts and the 1979-80 cash limitse
"squeeze', and

b. the various expenditure reviews which are under way, eg civil service functions,
QUANGOS, Rayner in all of which Northern Ireland is participating fully.

#ditionsl Bids
G figures shown in the table reflect the use of revised economic assumptions.

% other additional bids are being submitted in respect of Frogramme 15. This is on
the inderstanding that if additions are agreed for services in GB which have counter-
Pris in Northern Ireland, then corresponding sdditions will be made to the Northern
Ireland allocations.
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ANNEX A
PRIMARY LEGISLATION ENTAILED BY OPTIONS FOR REDUCT IONS

fis annex summarises the implications for the legimlative programme of the options

for reductions identified in the main report. Where an option for reduction reguires

g fall in the mstandard of service provided by a spending suthority other than a govern-
rent department, it ie possible that further legislation will be needed to alter the
gtatutory responsibilities of the bodies concerned, particularly for the larger cuts
itentified for later years, SBeven of the options would require legislation in the
purrent session which is not already planned. The legislative programme for the

cerrent session 'is already crowded. !

PI‘lmE!‘:_f lepislation needed Suitable legialative

i ii 3
in current in future yeniele planned
i p already
segsl1on BE&EE1 ON
Mnistry of Defence No
0 No
HAFF No
Forestry Commission
sales of land and plantations Mo Yes No
other Mo
Windustry
fegional Development Grant for part of option Yes
other No
Wrade j
Trade regulation for part of option Yea
6D Ne
IfErployment No
VEnergy No
IIransport
Support to BR and NFC pension
funds Yer Yes
DVIC - vehicle excise duty No Yes Yes
other No
YEnvironment: Housing
fent increases faster than
earnings Yes No
other No
YEnvironment: PSA No
fv"'fln‘;l'i ronment: other
fuilding controls Yes Yes
Planning Yeg Yes
Capital Expenditure Yee Yes
Some Office
Registration of electors Yes No
tther No
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Primary legislation needed

Lord Chancellors Department

D/Education and Science
Halving under 5 - expenditure
Halving school transport
from September 1380
Tuition fees for 16-18 year olds
from September 1980
other

Office of Arts and Libraries

DHSS: Health and PSS
Foad casualties, recovery of full
cost
other

DHSS: Social Security
Delete real benefit improvement
No sickness benefit in first
€& weeks
Raige pension age for women by steps
Abolieh earnings related supplements
to short term benefits '

. Barnings limit for pensioners wives
Minor items (option 8)
Package of reductions in uprating

C5D (superannuation)
HMS50
CcoI

i
in current
session

Ho

Yes
Yes

Yes
No

Yes
No

Yes

Yes
Yes

Yes
Yes
Yes
Yes

No
No

SECRE!

ii
in future
session

Suitable legi
vehicle pla
alread

No
No

No

No

Yap

Tes
Tes
Yes
Yes
Yes

15,

i — N - ]
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WPENDITURE BY LOCAL AUTHORITIES IN ENGLAND AND WALES

¢l Current Expenditure

dj 1, The central government does not control the current expenditure
of local authorities. To do so would require legislation. The main
'source of central govern‘ment influence is through the Rate Support
Grant which is fixed in November. Once the RSG is fixed, it is not
ossible to alter its distribution to discriminate against high
spending and rating authorities. To do so would also require new

legislation.

2, Table 1 below sets out the consequences for local authority
mrrent expenditure of the options for reductions discussed
separately in the preceding sections.

TABLE 1

(PTIONS FOR REDUCTIONS. CONSEQUENCES FOR
WCAL AUTHORITY CURRENT EXPENDITURE (England and Wales)

£ million 1979 survey prices
1980-81  1981-82  1982-83  1983-84

Department of Education

ind Science 470.0 270.0 1150.0 -1190.0
Uffice of Arts and Libraries .2 23.8 330 33.0
Jepartuent of the Environment

-\Housing) - 31.8 4.2 106.0
lepartment of the Environment

'{ﬂther:l 122.0 %03%.0 347 .0 346.0
lepartment of Health

ind Soecial Security 80.6 142.3 209.1 209.1
fome Office 24.7 41,7 59.7 59.7
lpartment of Trade 4.0 2.0 9.0 9.0
lepartment of Transport 73.0 127.0 199.0 199.0
Velsh Office 8.5 14.9 21.8 21.8

%‘ot?l Reductions :
ngland and Wales 997.0 1461.5 2102.8 2173.6

-3

Total as a % of inherited
Plans for local authority
cturrent expenditure 6.0 10.9 15.5 16.0

SECRET
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Capital Expenditure

Ba Control over capital expenditure by local authorities is
stronger than for current expenditure but still not total. Highen
capital expenditure in most services may be financed from the rate
(and other internal sources). New legislation may be necessary
impose tighter capital expenditure control.

4. Table 2 below-sets out the consequences of the options for
local authority capital expenditure.

TABLE 2

OPTIONS FOR REDUCTIONS. CONSEQUENCES FOR
LOCAL AUTHORITY CAPITAL EXPENDITURE (England and Wales)

£ million 1979 survey pri

1980-81 1981-82 1982-83 1983-8

Ministry of Agriculture,
Fisheries and Food 0.5 1.0 23

Department of Education
and Science 33.0 72

Office of Arts and Libraries 2.8 6

Department of the Environment
-(Housing) 1400.0 840

Department of the Environment
-(Other) ) 77.0

Department of Health
and Social Security 7.6

Home Office 0.5
Department of Transport 56.0
Welsh Office 17 .4

Total Reductions
England and Wales 1594.8

Total as a % of inherited
plans for local authority
capital expenditure

t;E?f‘?%
i L |
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5, The reductions put forward on current expenditure are broadly in
line with the percentages applied to programmes generally, allowing

for the exemption of expenditure on certain Home Office services.
ubstantially greater reductions are however put forward on local
uwthority capital programmes. They are particularly large in 1980-81
[$3%). A large proportion of the capital expenditure reductions are

@ housing. Education contributes a little over half the total

rductions put forward on current expenditure; this is breadly equivalent
to its overall share.

6, Achievement of reductions on the scale proposed will require

gecific poliey changes and, as necessary, legislative measures to

mible local authorities to implement them. Central government's
#illingness to change statutory requirements will be important, both

# a source of savings and as a touchstone to persuade local authorities
“ nake other savings. General pressure can be exerted through

iringency in the provision of central government finance through the
6. Wider changes to the legislative framework governing the

financial controls over local authorities would also need to be
tnsidered.

Mditional Bids

. Tables 3 and 4 below set out the additional bids put forward for
cal authority current and capital expenditure respectively.

MLE 3
WITIONAL BIDS. CONSEQUENCES FOR

U4 AUTHORITY CURRENT EXPENDITURE (England and Wales)
£ million 1979 survey prices

1980-81 1981-82 1982-83 19835-84

Sartment of Health

“ Social Security 7.0 8.0 9.0 51.8
<k Office 1%.0 29.0 44.0 £9.0
®sh Office 1.0 1.0 - 2.0

Total Additional Bids
Ingland and Wales 21.0 %8.0 5%.0 102 .8




TABLE 4

SECRET

ADITIONAL BIDS. CONSEQUENCES FOR
LOCAL AUTHORITY CAPITAL EXPENDITURE (England and Wales)

Hini stry of Agriculture,

Fisheries and Food

lepartment of the Environment

-(Housing)

lepartment of Health
and Social Security

fome Office

Total Additional Bids
England and Wales

£ million 1979 survey prices

1960-81 1981-82  1982-83 1983-84

42.0 3.0 10.0 1.0

212.0 212.0 212.0 212.0

- - - 1.8

18.0 29.0 31.0 42.0

272.0 2u4.0 253.0 256.8
&y R
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ANNEX C

HELIC EXPENDITURE ON CONSTRUCTION

ablic expenditure on construction accounts for nearly half (46 per cent in 1977)

of the construction industry's output. The proportion varies, however, between
different sectors of the industry, and is twice as high (90 per cent) in the case

of civil engineering. The level and composition of public expenditure is therefore
of particular concern to the industry. The industry is also important to the publie
gector, since nearly all (about 90 per cent) of public sector fixed investment , and

wer half of total public capital expenditure, is on construction work.

fecent development and prospects

i Table 1 shows construction output since 19P4-75. Tetal ocutput,. which had peaked
& 1972-73, fell in successive years to 1976-97. Output recovered slightly in 1977-78
wd more strongly in 1978-79. Despite this recovery estimated output in 1978-79

e about 10 per cent below that achieved in 1972-73. The recovery in output since
1976-77 i= dve to increased work for the private sector. In contrast construction

wipnt for the public sector fell in 1977-78, and the recovery in 1978-79 was only

1 the 1976-77 level. On the inherited plans, output for the public sector is

wpected to fall slowly in the peried to 1983-84. Forecast output for the private
fector in 1979-80 is similar to that in 1978-79 but thereafter it is expected to

rop due to reduced private investment. As a consequence total output of the
‘mstruction industry falls over the survey period reaching a trough in 1982-83

40 output is expected to be 5 per cent below the level reached in 1978-79.

) Table 2 Eives a broad functional analysis of the construction content of the
“herited plans, which updates the construction table (5.2.) in Cmnd 7439. It
Ulfers from the public sector component of table 1 in that it relates to the
“mstruction component of capital expenditure and does not include repair and
“lntenance work: for many programmes eXxpenditure in the latter category cannct

% identified. The path of expenditure shown by the figures therefore corresponds
®'e to 'total new public work' than to 'total new work! in table 1, though the
ice basis of table 1 relates to the natienal accounts and that of table 2 to the
"IVey. There is also a divergence in 1979-80 which reflects the fact that table 1
Uows for shortfall and the effect of the Budget measures, whereas table 2 (which
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deals with the inherited plans) does not. Nevertheless both tables show the same
broad picture of a small gradual decline in public sector demand on the industry
from 1980-81.

Options for reductions and additional bids

L, Table % picks out options for reductions and additional bids with a significang
(ie in excess of £5 million in any one year) construction content for those
Departments whose total bids and options imply significant (ie in excess of £15 ni
in any one year) changes in construction expenditure. Up to two thirds of the inm
on the construction industry of the optione for reductions is accounted for by lo
authority new housebuilding. The Treasury point out, however, that the level of
authufity new housebuilding implied by the inherited plans was unlikely to be achigved,
especially in the early years. Moreover, the option reduction in public sector
housebuilding implies a switch to private sector housebuilding. On both counts the
figures for new housebuilding in table 3 overstate the impact of this option on the

construction industry.

5. After housing, the biggest impact is on the roads and transport programme, wHEr&
the construction eontent of the options rises to more than £150 million. (This
includes Welsh but not Scottish expenditure, because the allocation of the option
reductions to Scottish programmes hae not been determined at this stage.) Other
substantial impacts arise on the Property Services Agency, educatiocnal building, aBd
the Regional Water Authorities.

6, The impact of the identified additional bids is relatively very small and is
mainly accounted for by police and court building and by drainage. The figures for
the Thames Tidal Scheme, including the reduction in 1983-84 reflect changes in th
timing of the project. However, there is a major bid for additional defence expent
ture, rising to over £800 million in 1983-84. This may well imply some additional

construction expenditure, but the Ministry of Defence are not yet able to indicats

the precise way in which the additional resources would be applied, so that the
construction component cannot yet be identified.




TABLE 1: CONSTRUCTICON OUTPUT

£ million at 1975 prices

1974=75 | 1975-76 r 1976-77 | 1977-78 | 1978-79 | 1979-80 | 1980-81 | 1981-82 | 1982-83 | 1983-84
Private Sector
Private housing 1590 1595 1590 1607 1777 1725 1700 1670 1640 1650
Private industrial work 12155 1142 1157 1290 1455 1450 4l 1330 1300 1380
Private commercial work 1377 1252 1123 1156 1326 1375 1390 1360 1310 1325
Total private new work k180 3089 3370 Los53 4558 k550 4530 L3260 L250 L3565
Priwvate housing repairs and
maintenance 1030 a4z 730 806 848 890 900 865 865 865
Other private repairs snd
maintenance 618 518 524 603 707 685 675 640 625 als
Total private sector 5828 5349 5129 5hi2 6113 6125 6105 5865 5740 EBE5
Public Sector
Public housing 1365 1548 1595 1472 1372 1130 1095 1080 1075 1075
Public works 2609 2527 256 2330 2344 2300 2375 2360 2315 2300
Total new public work 3974 Lops Lo4g 3802 3716 3430 3470 30 3390 3575
Public housing repairs
and maintenance 827 771 788 873 068 1115 1130 1130 1130 1130
Other public repairs and
maintenance 1229 1211 1164 1203 1324 1315 1290 1270 1250 1240
Total public sector BO30 GO57 6001 5878 6008 5860 5890 5840 5770 5945
Total new work 8154 806k 7919 7855 827k 7980 8ooo 7800 2640 7730
Total all work 11858 11406 11130 11340 12121 11985 11995 11705 11510 11610
e e~ _H'l_.‘ W




TABLE 2: PUBLIC EXPENDITURE CN CONSTRUCTION WORK TO 1983-54 £ million =t 1979 survey .

1974=75 ' 1975-76 | 1976=77 | 1977-78 | 1978-79 | 1979-80 | 1980-81 | 1981-82 | 1982-83 | 1983-84
Housing
New dwellings and improvements 2337 2629 2660 2380 2176 2318 2273 2230 2218 2218
Grants and loans to housing
associations and improvement
grants 699 655 736 719 728 836 816 830 32 832
Other emvironmentsl services 1377 1326 1192 1059 1140 1097 1136 1136 1121 1121
Roads and transport 1147 1241 1123 821 858 93k 952 926 919 919
Bducation 592 540 505 b1l 324 326 319 311 289 279
Health and personal social
services . 553 957 207 381 L2t Lilely 455 458 Les Le5
. | Northern Ireland (1) 201 255 245 235 21h 225 231 227 221 221
S | Other (2) L2l 504 L Bl ks2 390 505 563 602 620 597
Total (excluding nationalised
industries) 7330 7707 7h52 [T 6256 6688 6745 6720 6685 6652
Hationalised Industries
Electricity 198 220 207 173 186 2% 164 180 231 231
Gas 236 373 205 157 162 172 213 164 103 103
Railways 200 228 160 143 200 178 | 174 174 174 174
Coal Iy 73 89 106 165 193 221 207 156 156
Other 202 62 298 240 226 268 269 2h40 2h2 242
Total nationalised
industries (3) 980 1256 959 819 939 1042 1041 965 906 906
ORAND TOTAL 8310 063 Bl 7280 7195 7727 7286 25685 750 7658

(1) The Northern Ireland figures relate only to spending directly incurred by central government and local authorities on new
construction. Other capital construction work is generated by various grants and loans eg to housing associations,; universities,
certain public corporations etc.

{2) Includes defence new construction expenditure (which is classified as current expenditure on goods and services); trade,
industry, energy and employment; law, order and protective services; and office and general scoommodation.

el o =

(3} British national eil corporation capital expenditure is excluded.




SEERET

ADDITIONAL BIDS

£ million, 1979 Survey prices

i MAIN NEW CONSTRUCTION ELEMENTS OF DEPARTMENTAL OPTICONS FOR REDUCTIONS AND

1980-81 1081-82 1082-83 198384
e for reductions
stry of Agricul ture
ues Tidal Scheme - - & 23
ier arterial drainage 3 5 7 2
wtrent of Transport
iways and trunk roads 25 21 56 56
=l transport capital: roads b &1 &8 &8
bilic transport investment b 2 15 13
prteent of Environment
v housebuilding* Lis 503 532 57
Ferty Services Agency 33 37 6k 60
uier; RWA's + BWB Lo b5 k6 46
“il environmental services 12 20 34 34
by towns L 3 8 8
fan programme 6 10 15 - 15
raent of Education and Science
0] building 20 3h 34 34
“her + further education building 6 15 22 22
4 0 fice
“ral government transport b 8 12 12
“il transport 5 7 9 g
i 648 794 920 949

ST ERL- |

101

/Additional bids

ffw housebuilding reductions gould be partly offset by additional requirements for
“iniction work arising from any increase in the local authority improvement programme.




TABLE 3 (Continued)

SECRET

£ million 1979 Burvey pr

Ministry of Agriculture
Thames Tidal Scheme

Cther arterial drainage

Home Office
Police building programme

Magistrates' courts building
programme

Prigon building

TOTAL

1980-81 1981-82 1982-83 1983
37 2 3

9 10 12 1

6 7 1 1

L L 9 1
2 2 2
58 25 37

S S o




SECRET

ANNEX D

ECONOMIC ASSUMPTIONS

Tese are the post-Budget economic assumptions on which the figures in this

report are constructed.

r
!
|
;_

1979-80 1980-81 1981-82 1982-83

- per cent increase on previous year -

l. Barnings - financial years 15 15 12 9
& Ret&il prices - financial years 15 14 11 8
=November to
November 173 13 11 8
- per cent -
%+ Local authorities pool rate 11 1% 112 1%
-thousands-

" Tnemployed, Great Britain
Unemployed, excl. school

leavers 1,350 1,650 1,650 1,650
School leavers 85 110 110 110
Adult students Lo ko oy ho
Temporarily stopped 25 25 25 25
Total register, GB 1,500 1,825 1,825 1,825

g0y

1 F g oy T

1983-84

11

1,650
110
40

1,825




