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Memorandum by the Chief Secretary, Treasury

1. On 15 July, Cabinet agreed (CC(82) 38th Conclusions) that
Our aim in this year's Survey should be to hold to the planning
totals which we announced earlier this year, that is, for 1983-84
And 1984-85, the aggregate of programmes plus contingency reserve
10 the 1982 White Paper (Cmnd 8494) as modified by the decisions
Announced in the Budget and with some minor estimating changes.

Was invited to hold bilateral meetings with colleagues with a
View to securing this objective.

PROPOSALS
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These meetings have made good progress and I am most grateful
to Colleagues for their constructive help.

i' I now put forwmrd for the Cabinet's approval the ﬂhanﬁvﬁ in
ixpﬁndjture programmes set out in Annex A to this paper. They
?nhlﬁva the objective which we set ourselves in July and, 1f
%Q?Uptedk will lead to totals of £120.5 billion for 1983-84 and
£127 .3 billion for 1984-85 and £133.3 billion for 1985-86. This
ETTEﬂrﬁs with the totals in the White Paper (as mmdjfiuﬂ} of
SudB:5 billion for 1983-84 and £127.7 billion for 1984-85 and the
nrrv”F baseline of €133.23 billion for 19B5-86. In all cases the
PUDPQSQIH have been agreed bilaterally with the spending Ministers
‘Ohcerned,
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On some features of the proposals I should comment further:

4. Defence. Provision has been agreed for real growth
in accordance with the Government's commitment to plan

to implement in full the NATO aim of 3 per cent growth

Per annum. In addition, the defence budget has been
lncreased to meet in full the defence costs associated
With the Falkland Islands. The latter account for the
whole increase in provision of £622 million in 1983-84 and
the bulk of the increases of €774 million and £648 million
in the later years.
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b. Local Authority Current axgpﬂﬂilyvuh The figures
in Annex A reflect the agreements in E Committee and
elsewhere, both on the provision to be made for this
expenditure and, for 1983-84, on its distribution
between services. For Great Britain in 1983-84, 2
total addition of €1.07 billion has been allowed of
which £270 million has been allocated to services.

The remaining £800 million is included as an unallocated
margin in recognition that local authorities will in
reality overspend the service totals which we consider
desirable. The margin indicates the extent of the
overspend we should reluctantly be prepared to
countenance before applving grant penalties.

¢. Nationalised Industries. The nationalised industry
fipures (set out in detail in Annex B) have been agreed
with sponsor Ministers. In summary, the totals are
approximately at the baseline in 1983-84, £250 million
above in 1984-85, and £370 million below in 1985-86.

I consider this represeats a satisfactory outcome to
this year's Investment and Financing Review.

d. FEconomic Assumptions and Pay. Where necessary, the
programme totals have been adjusted to reflect the most
recent economic forecast. The overall effect 1s an
increase in expenditure on social security as a result
of higher unemployment, partly offset by reductions

on export credits and housing as a result of lower
interest rates. A general adjustment has been made
reflecting our decision to adopt a pay assumpticn

of 3.5 per cent for increases in public service pay
compared with the original cash provision of 6 per
cent.

€. Special Sales of Assets. The size and shape of
our future privatisation programme are being reviewed
at present and the figures in Annex A are provisional.
Major elements in the current figures are Britoil
(part proceeds expected in 1983-84), British Gas
Corporation's offshore oil interests (1983-84), and
?‘-L‘it.ir‘;h Telecom (part proceeds expected in 1984-83).
My colleagues will note that the proposed planning
total for 1984-85 is some £400 million below the
baseline total. This results from the much higher level
Oof receipts which is now expected in that year.

f. Contingency Reserve. The proposals envisage that

We should retain for unforeseen operational reauirements
in 1983-84 a contingency reserve of £1.5 billion.

‘he precise figure I shall keep under review until

the White Paper is published. There is no operational
need to take firm decisions now on the reserves for

the two later years. I have ineluded a provisional
eserve of £4 billion for each year, but I propose

LO review these figures when we come to prepare the
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Public Expenditure White Paper,




MANPOWER

9. The proposals for Civil Serviee manpower, which have 1in most
Cases been agreed bilaterally, are at Annex C. They are within
the limits which we agreed on 15 July (CC(82) 38th Conclusions).
At 1 April 1984, total Civil Service numbers should be just below
our tarpget of 630,000. The figures for later years show a con-
tinuing decline but may need to be revised later to reflect our
€ventual decisions on Civil Service manpower after 1984, I shall
be making proposals about this later on.

OVERALL EFFECT OF THE PROPOS

6. If my proposals in Annex A are accepted, we shall have suc-
Ceeded in keeping within our published expenditure plans. This
has not been done by any Government since 1977, when the reduction
Tollowed the intervention of the International Monetary Fund in
the previous year.

ANNOUNCEMENT OF DECISIONS

7. I propose that the announcement of these decisions as part of
the autumn Statement by the Chancelleor should, as last year, con-
tain brief descriptions of the changes to programmes, lorrlhtr
With g summary, for 1983-84 only, of the revised programme and
Dlwﬁhln” totals and such other statistical information as can be
pr@ﬁ]did in the time available. Full detalls of the revised pro-
ﬂrﬁﬂmuﬁ for all yvears will be provided in the Public Expenditure
White Paper, which we hope to publish rather earlier than last
Year, at the end of January or early in February.

CONCLUSION

8. I believe the solutions arrived at in our bilateral dis-
?Uﬂﬂiﬂnﬂ are reasonable, striking a fair balance between competing
dﬂmﬂndﬁu We shall be able to show that we have met the most
Urgont needs and fulfilled our commitments, while sticking to the
“%penditure plans we announced last year.

9. I therefore invite my colleagues:

a to approve, subject to any technical revisions of
detail, the expenditure programmes in fnnex A, the
external financing limits for the nationalised industries
in Annex B and the proposals for Civil Service manpower
ln Annex C; and

b. to agree that our decisions should be announced as
above (paragraph 7).

TJ" L
©Asury Chambers

<3 October 1982
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Estimating changes. These [igures are subject to change

in the light of later forecasts of likely expenditure.

Increases in assistance for industry, particularly
shipbuilding, steel & aerospace, partly offset by
estimating reductions in expenditure on regional

development grants.

Increases mainly on miners' redundarcy payments and

pensions,

Met reductions resulting from lower forecast interest

rates.

Increased expenditure, mainly on community programme
and job splitting subsidy, partly offset by reduced

requirements and other savings.

Increased provision for local authority capital spending,
partly offset by reduced subsidy costs as a result of lower

interest rate assumptions.

Includes additions of €15 million in 1983-84 and
£20 million in 1984-85 and 1985-86 for improving civil
service efficiency by remedying substandard
accommodation, partly offset by a 2% reduction in cash

limited expenditure in each vear.
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ANNEX C

CIVIL SERVICE MANPOWER
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