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1984 PUBLIC EXPENDITURE SURVEY

0Memorandum by the Chief Secretary, Treasury

the 1984 Public Expenditure Survey has now been
reparation of the detailed Survey Report.

A\ses the postion and proposes public expenditure
hree years 1985-86 to 1987-88, together with
the same period. It proposes, too, a new
epartments' running costs.

E
XPENDITURE BASELINE

3. :
1936_§?etsFarting point is the Survey baseline. For 1985-86 and

lesg + A 1S'represents.the figures in-the last Whitg Paper (Cmnd 9143)
Surchar Savings resulting from jtion of the National Insurance :
20 oe, Ee- For 1987-88 it was a to construct the baseline by adding
ocal auint to the 1986-87 provis cluding the Falkland Islands and
hority unallocated margin figures are -
£ billion

1986-87 1987-88
137> ’
36.3 139.0 ’

DEp

ARTMENTAL EXPENDITURE BIDS AND OPTIONS
in alcolleagUes have put forward substantial bids for additional provision
ree years. The details are in Annex A. In total, net of reduced
Dts and including local authorities and nationadghsed industries'
jPlion in 1985-86
cent of
tance of
years

requ ireme

ter ;
to nal,Flnancing Limits (EFLs), the bids rise from £
g £8} b

1llion in 1987-88. That is equivalent to near

the piocline in 1985-86 rising to 6 per cent in 1987-88.
Yeins Would totally undermine our achievements of the I
Ng back the growth of public spending.

eQUngilleagueS have also prepared material on options for red

POsgip; ?t,to 3 per cent of programmes in each year (although t

Or ranke;t%es have not, regrettably, in all cases been properly d
in order of acceptability).
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PROPOSALS FOR EXPENDITURE TOTALS
Zﬁd e?e have laiq great emphasis, in Fhe Green Paper “Th? next ten years"
of hols?where' on the importance of firm control of public spending and

s INg to our published plans. For 1985-86 and 1986-87 that means

We must stick to the baseline. Given the bids that colleagues have

orward this will be a formidable task, But we can do no less if we
'O maintain the credibility of our economic strategy, and to give
lves some room for easing the tax burden.

e
firstFD? 1987-88 we have now to establish a planning total figure for the
time. As indicated in the Chancellor of the Exchequer's paper on

he ¢ : e F 7
Conomic Prospects, there are of course uncertainties in looking three
Yearg aheaq

tota] But the overriding requirement is to set a public expenditure
Ve aremgure we can afford.
8
2 One 0 1 -
agreeq s ould be to uplift the 1986-87 total by 24 per cent, as

e baselines. But I recognise that these baseline
d to establish a margin to allow the adjustment of

D
increI therefore p that we should allow the planning total to
4 coase by 3 per ¢ 1987-88, giving a figure of £140.4 billion.
uld not prudent t a higher figure.
10, ; :
i I must warn colleaglies now that we will face considerable difficulties

b dsolgzng_public expenditure to these totals. Some of the additional

thege ae Vl?t?ally irresis?ible and the thlons available to make room for

acCOmmoge limited. There is Fherefo¥e little or no prospect of

®Party, ating any ot@er additiona ds. In addition to the bids by

authori:rlts ouz QUbllshed plan§ deF heavy'pressure fro@ local

the ev'y expenditure, the natio 1nd?str1es, Fhe pay 1lncreases of'

(which 1ew Body groups, and Europe nomic Community budget contributions
Will be higher than the styld sumptions in Cmnd 9143).

THE RESERVE

i1,
£q°75CE?d 9143 provided Reserves of £2.75 n, £3.75 billion and
Very Suilllon respectively for the forward There are already

SXamp Stantial pressures on the £2.75 billlo erve in 1984-85, for
1.3 5 ocal authority current expenditure sé®ms likely to take up

in a d;t?lon = two-thirds of the total - and we have just learned that
lon

Subgtgre s o? local authority capital expenditure poses a new and
tial threat to the Reserve.
12,
provi£? the light of this year's experience there is a g case for now
in ¢ ing Substantially larger Reserves for the three years than

Puby ; 9143, 1t is essential for the credibility of ou ol over
e preexpenditure to ensure spending is held within the
hand SSures for higher spending show no sign of abating.
manaéed € Tequired level of Reserves depends on how tightly
°Derateé aIf colleagues accept that the Reserve arrangements s

S stringently as possible, with every possible effort
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Seii?ldable increases from within programmes, then I think we could risk

b Ing the Reserve provisions at £3 billion, £4 billion and £5 billion
Péctively for the forward years.,

CIVIL SERVICE MANPOWER

PaSt autumn Cabinet agreed manpower plans for the years up to
r1l 1988 (CC(83) 30th Conclusions, Minute 4) on the understanding
t Very attempt would be made to improve on them. Departments were
T€ asked in this year's Public Expenditure Survey to aim for lower

Manpover figures than those published in Cmnd 9143.
;iiszzg ?;:sgect in the Su?vey so far for tota} Civil Se¥vice numbers,
epartmental bids and reduced requirements, is -
U85 1486 1i6.87 1,488
‘mnd 9143 605,255 600,554 592,723
1984 Suryey 605,442 600,614 592,610

+187 +60 =113

155

whichTE:SE figures aQ f rf:ductions oi:f 1_90, 2,404, 2’?0.1 a'nd 4,068,

totalg te mOFE than off ' ?1ds for additional staff. Wlthln.the

(togeth % flgur?s for the Ministry of Defence and Prope?ty Services Agency

ecauseer one-third of the total) are the same as t@osg in Cmnd 9143

require these two Departments are still further reviewing their manpower
Ments and have not yet felt able to submit fresh figures.

16

for, As they stand the figures
Which wzreover’ claims already ma
Us thy agreed last year suggest

ough to 1988. T suggest a figu

how the improvements we had hoped
he contingency margin of 7,500

igger margin will be needed to see
|‘E:Fii.1o,<300.

propoiebeliEVe there is scope for signi reductions i? the figures
Départme by Departments. During the rest e Survey'l‘lntend to press
offsettintS fOF further manpower savings. 1 be aiming to fl?d

take it Ng savings for an additon of 2,500 contlnggn?y margin to
ang ¢, ;0 10,000. I hope also that the revi : the Ministry of Defence
preSEnt Toperty Services Agency will lead to 51z?ab1e reductlogs in their
593’000 PlaHUEd figures, thereby producing a significant reduction below
(0(84) 1ln the 1 April 1988 manpower total, My paper on contracting out
the Pub1§ Proposes a more vigorous approach to contracting work out from
Seryi.. 'C to the private sector. The consequent redu s in Civil

€ Manpoyer will enable us to reduce the total st ther.

Cony
®OL OF RunNING cosTS
18,
Costg .¢ @nnual scrutinies of Departments' running costs ha total

inflat;ncreaSing in each of the last five years faster than g
°N. We must ensure that the growth of these costs is co
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i
w Seek DeParf—mentS were asked to indicate in the Survey the provision they
for their ry

diffitUltie nning costs in 1985-86. There are some definitional

hese figurs’ and'the returns need care?ul scrutiny and checking. But
oe 1984-g €s, \.ahlch show an aggregate increase of about 3} per cent over
Estimates provision, are a welcome improvement from the larger

eas ' F .
€S of earlier years (although running costs in some Departments

S€em to be rising too quickly).

2
ci@ firse Step to improving our arrangements in this area, I invite

* to agree that the present backward-looking annual running costs

hould be replaced by a forward-looking scrutiny during the

the provision which Departments have now proposed for this
€Xpenditure in 1985-86. The agreed plans would then provide
Or the detailed Estimates discussions during the winter.

NExT STEPS @

a

a
Sutvey o
Cate

gory
the Y of

asis f

for ocal d ions are already under way on expenditure provision
lndustrlesﬁu;hor relevant current expenditure and nat%onaliged
nﬁng o FLs early need to'conduct these d}scu5510n§ with the utmost
Pressures'c, SreLy n conceded in these areas will mean increased

n Central ment programmes and will make our overall task

w propose that, as in earlier years, I should
cussions with colleagues on their
power programmes, and report back to

Departm:f}nes of bilate
Cabinet_ tal expenditure

22

COllegzzinSt.the background of this very difficult overall position

all ¢ : ¥ill not be surprised if I ask them to examine very critically
POssib]_ ids they have put forward. itional spending must, wherever

T Covey € contained within exis rogrammes by reordering priorities.
ision for individual programmes
t it will be essential for me

regzngscapable, I have to emphasi
°T option reductions elsewhe

e :
hoy, e  longer perspective of the Green Pap next ten years' shows
Expe. . SiStent

pe“dltur and pervasive are the pressures creased public
1'e\’is'{3 € and how difficult it will be to avold

be, ~Slong essive upward

Snefy, °f public spending plans. Nonetheless,”if we are to reap the
Plang Our overall economic strategy, we must stick to our published
24

in\:'
ite colleagues to agree -

a, y

£13¢ ?ub}lc expenditure planning totals of £131.7 bi

Yoay: billion and £140.4 billion respectively for the
® 1985-86 to 1987-88;

b,

10'003}33 Manpower contingency margin should be increased to

3

Signif. and, we should aim to reduce Civil Service numbers 9
lcantly below 593,000 as at 1 April 1988;
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@ ¢+ we should adopt the new approach towards conkrelling
TUnning costs set out in paragraph 20 above;

dlSCUS510nS with colleagues on individual programme and

Manpower allocations ‘

: dy 1 should report back to Cabinet when T have completed

TreaSUry Chambe

%
2 July qgg, Q
S
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2 QUIREMENTS
SUMMAR y OF ADDITIONAL BIDS NE1 OF REDUCED RE
7-88
1985-86 1986-87 198
80.0
g c¢,080.0 136.,6
lan, ing Totq) lemnd 9145 132, e
€
: tling 1937-88 in PEg Report i
. =409.0 v
‘ ree re ctionslng etc)(q) s e
8.3 -
) Sthmeny to bqse)iru (2 & e A T
ul!mlufur adjugy I 131,719.3 y
YStmentg
b &
T-ibho] bigg Net of Teduced requirements s S
’thilry of Deg S ; i
efence .
= 76.1
b 2 14.2
€ rEeqg Developmgm Administration e YTE,
2 300.0 .
Dom.,ms ko E“’-‘Opeun Communities 3 g s
it Siken 36.3 : 1
~44 & ~6Y,
4 7.6 4
ervenuon Board for Agricultiural Froduce e b
A ~ - - .
| gri(unure’fjkher:ies and food s 177 -1.8
. Ferutrv {:ornmi“- 1.1 : e
:Ion :
291.0
norlmeht of ]rgd 205.3 : 2%
Ecgﬁ € and Industry o o
: =5.4
”
L‘!bartment E gt ¥ g
f\ergy g '
I‘Hll!.'ht Em ] 77 .6 62, <
Ploymery ot :
Pazy, Nt | Ni 35, oy
rur‘ISgor‘ { |
- Houssh K09 350 1
[ i
¥ i X 75.8
L 80.3 92.5 A
A .
t-Cnfi“. o w 5"
Lnr o.
q Qrye ]10 :
Ue ry re DeDartment . o i
= 114,
Otg, l Ld""“”ﬁh and Sciencel3) b i
iy 8.0
Ohige te ang Libl‘oriea a k)
e Heulth | Liond )
Oy 0 persﬁho] Social Servicesl4 ol e
e 3194 :
U"vi Q hecurity y e S
e -58.
Scbtlnr thUOtjon ;
g 4.3 |
kutu . <l oA
) D
"‘“hern ;
‘E]th D
; 400.
T oriu] d : i Sooth
%"IEE] ehortl‘nents: fDI‘ﬂlU!O consequent.‘lﬂ 1 y o
i 28,4 .
e T 16.3 20.4
L aurtmem 1w :
ntq} ; : 1,500.0 1,500.0
o ey _ T ot |
L aly ¥ current expendi ture ; e g
‘ 2% 8oz, ' .
llnlL "dbst:j;,s external fjinance g%
%IHONAL B1p 5,036.5 6,779.8 ;
» INET ok REDUCED
REQUIREMENTS )
i
Sy
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5"‘“9: DO A81K, 20 June refers.
1 a“:lbusu:‘:s‘?:”g;:' E-Housing n:t_:l"::rgizgzto:y ST I e e . | 2
) 't"a"‘»ﬂhd £42n for the S‘;’:,;c 1984 NHS pay award.
o5 £ lm.EEEm and 290m .




