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w t : i :
'evSe i n  P h a ' " ' ~ " F l - '  P  ̂ ^ V  H t h  e s a m e p e r i o d . I  t p r o p o s e s , t o o  , a n e w 

1 m a n p o w e r p  i 
s i s o n t h  e c o n t r ^ ^ i ^ D e p a r t m e n t s ' r u n n i n g c o s t s . 


E X P E N D I T U R E B A S E L I N E 


T h e 

s t a r t i n
1 9 8 6 - s V  " 8 p o i n t  i s t h  e S u r v e y b a s e l i n e . F o r 1 9 8 5 - 8 6 a n d 
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, t i o n o  f t h  e N a t i o n a l I n s u r a n c e 
S u r C h s a v i n g s r e s u l t i n g f r o m 


^ t o c o n s t r u c t t h  e b a s e l i n e b y a d d i n g 
a r g e F °
2 J p - r 1 9 8 7 - 8 8 i  t w a s 

C e n t  t 0  t h e 9 8 6 - 8 7
 ^ e l u d i n g t h  e F a l k l a n d I s l a n d s a n d 
l o c a l  1 p r o v i s 1 


a u t h o r i t y u n a l l o c a t e d m a r g i n f i g u r e s a r  e ­

£ b i l l i o n 


1 9 8 5 ­ 8 6 
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i  n C o l l 

a l 1 5  h 3 V e  p U t  f o r w a r d
 t  h  r  3 ^ 6  s u b s t a n t i a l b i d s f o  r a d d i t i o n a  l p r o v i s i o n 


e a
- = u u i > .^  u  i  _  :  - y e ^ s . T h e d e t a i l s a r  e i  n A n n e x  A .  I n t o t a l  , y e a r s .  n e t o f r e d u c e d 
r P m
 

n a n dE x t e r n  i e ^ S  i n c l u d i n g l o c a l a u t h o r i t i e  s a n d n a t i o n e d i n d u s t r i e s  ' 
a
t o £ gi ^ . F  i  - n a n c i n g L i m i t s ( E F L s ) , t h  e b i d s - r i s e f r o m %C i o n i  n 1 9 8 5 - 8 6 

l i 0 n  i n  1 9 8 7 - 8 8  T h a t
t h e b a  - ^  •  i s e q u i v a l e n t t  o n e a r c e n t o  f 

s
 

6 1 1 1 1 6  i n  1 9 8 5 - 8 6  r i s i n
t h e b i d  8 t  o 6 p e  r c e n t i  n 1 9 8 7 - 8 8 " ! t a n c e o  f 

W o u
i n r e i n / l  d t o t a l l  y u n d e r m i n e o u r a c h i e v e m e n t s o  f t h  e y e a r s 


l n g b a c k t h  e g r o w t h o  f p u b l i c s p e n d i n g . 

5 .

 e a
 
e ° i U i V a  1 g u e s h a v e a l s o p r e p a r e d m a t e r i a l o n o p t i o n s f o  r r e  d 

p e r  c e n t
P o s s i D - f 1 ? t .  t ° ^  °f p r o g r a m m e s i  n e a c h y e a r ( a l t h o u g h 

o r  ,  l t i e  s h a v e n o t  , r e g r e t t a b l y  , i  n a l  l c a s e s b e e n p r o p e r l y d
r a


e d  i n o r d e r o  f a c c e p t a b i l i t y ) . 
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P R°POSALS FOR EXPENDITURE TOTALS 


b a v  e
arid  l a i d great emphasis,  i n the Green Paper "The next ten years" 

£  e l S e  w h e r e , on the importance of f i r m c o n t r o l of p u b l i c spending and
0
 

d i n  8  t 0
khu.  our published plans. For 1985-86 and 1986-87 t h a t means 
^we must s t i c k  to the ba s e l i n e . Given the bids t h a t colleagues have 
orward t h i s w i l l be a formidable task. But we can do no less  i f we 
0
 m aintain the c r e d i b i l i t y  of our economic s t r a t e g y , and t o give 

'es some room f o r easing the tax burden. 


For 1987-88 we have now to e s t a b l i s h a planning t o t a l f i g u r e f o r the 

t:L i 
j j ne. As i n d i c a t e d  i n the Chancellor  of the Exchequer's paper on
t e


 C o n °mic prospects, there are of course u n c e r t a i n t i e s  i n lo o k i n g three
V e a  r


tot i a b e a a  ' But the o v e r r i d i n g requirement  i s t o set a p u b l i c expenditure 
t a
 l we a r c — 
 we can a f f o r d , 

c
One jould be to u p l i f t the 1986-87 t o t a l by 2J>per cent, as 
a ? r e  e d f o 
r 
 e baselines. But I recognise t h a t these baseline
^gures were • 
tend 


C i t i e  s b e t ! 
 l ^ d  to e s t a b l i s h a margin  to a l l o w the adjustment  of 
grammes. 


t h e r e
i n c r * 1 f o r e t h a t we should allow the planning t o t a l  to 

1987-88, g i v i n g a f i g u r e of £140.4 b i l l i o n ,


prudent a higher f i g u r e . 

10, 


. considerable d i f f i c u l t i e s 
v must warn colleagues now t h a t we  w u ^ ia d d i t i o n a 
' n
 bolding p u b l i c expenditure  t o these t o t a l s .
 m a k e r o o m
^ are v i r t u a l l y i r r e s i s t i b l e and the options ava 

t h e s 
  e are l i m i t e d . There  i s t h e r e f o r e l i t t l  e  or no 
 of
accommod?--'- ­g a t i n g any other a d d i t i o n a M ^ d s .  I n a d d i t i o n  t o the bids by

D e  P a r t m e i  _  published plans
u r
a r
a u t h o r T f n t  S  ° P u b  l i s b e d plans fcM^nder heavy pressure from l o c a l
authority expenditure, the natiorTW 

the Revi«" - - o n a l i s i n d u s t r i e s , the pay increases of 


B y
^hich^T ° d groups, and Europem Jl^nomic Community budget c o n t r i b u t i o n s 
w i l l be higher than the s t y l  ̂  i .sumptions  i n Cmnd 9143). 

T H  E
 RESERVE 

11. 

r o v i d e  d
£4.75  b ̂  P Reserves of £2 £3.75 b i l l i o n and 
V e r y s u h l l i 0 n r e s P
e c t  i v e l y f o r the forward There are already


a n t i r e s s u r e s  o n
examm.e x a t n p i " * "f t 0 ' " â l1 3  1  P on ththee £2.7£2.755 b ib i l l Y o j ^ ^ s e r v e
pressures  i n 1984-85, f o r 

e
£ltg  , l o c a l a u t h o r i t y c u r r e n t expenditure se^ns l i k e l y  t o take up


in l^on - tw o - t h i r d s of the t o t a l - and we have j u s t learned t h a t 

subst 7 0 n > l o c a l a u t h o r i t y c a p i t a l expenditure poses a new and 


a n
 t i a  l t h r e a t  to the Reserve. 

12. x 


Pr°vid^ t^l e l i ^ h t  of t h i s year's experience there  i s ; case f o r now 

in Ciond^ S u  b s t a n t i a l l y l a r g e r Reserves f o r the three years than 


I t  i s e s s e n t i a l f o r the c r e d i b i l i t y  o f ou over 

The  e x  P e n  d i t u r e  t o ensure spending  i s held w i t h i n the p t o t a l .
D r


o r
t - v , S U r e  shand  ^ higher spending show no s i g n  of a b a t i n g , o t h e r 
"^nagetj & r e  9 . u i r e d l e v e l of Reserves depends on how t i g h t l y tern  i s 
°Per t J colleagues accept t h a t the Reserve arrangements s_.a


a s
 s t r i n g e n t l y as p o s s i b l e , w i t h every p o s s i b l e e f f o r t 
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•X	 ^ a v o i d a b l e increases from w i t h i n programmes, then I t h i n k we could r i s k 
s e t t i n g the Reserve p r o v i s i o n s at £3 b i l l i o n , £4 b i l l i o n and £5 b i l l i o n 
r e s  P e c t i v e l y f o r the forward years. 

^ j ^ I V l L
 SERVICE MANPOWER 


Last autumn Cabinet agreed manpower plans f o r the years up t o 

r i lV \  1988 (CC(83) 30th Conclusions, Minute 4) on the understanding

V  a  j L  v e r  y attempt would be made to improve on them. Departments were 
tW&re asked  i n t h i s year's P u b l i c Expenditure Survey  t o aim f o r lower 
manpower f i g u r e s than those published  i n Cmnd 9143. 
14 


p r o s p e c t  i n t h e
a l  l •win 6  Survey so f a r f o r t o t a l C i v i l Service numbers,
§ t o r D e p a r t m e n t a l bids and reduced requirements,  i s ­

1 .4.85 1.4.86 1 .4.87 1 .4.88 

cmnd 9 i 4 3 
 ^ , 2 0 8 605,255 600,554 592,723 

1 9 8  ^ Survey 
 605,442 600,614 592,610 


+ 3 5 ^ 5 ^ + 187 +60 -113 

15 

w
 These  f i g u e a r l
r s
h i 	  f r eductions of 190, 2,404, 2,701 and 4,068,
c h 


m o r e t h a n  o f	 f o r
t ot	 f  * ^ ^ ^  y b i d  s  a d d i t i o n a l s t a f f . W i t h i n the 

t h e u r 
( t 0

 f i g  e s f o r the M i n i s t r y of Defence and Property Services Agency

b e c § e t h e r  o n e
 ~ t h i r  d of the t o t a l ) are the same as those  i n Cmnd 9143 


a u s  e
 these two Departments are s t i l  l f u r t h e r r e v i e w i n g t h e i r manpower
r e

r e m e n t s
 and have not y e t f e l t able  t o submit f r e s h f i g u r e s . 


t ^ l e 
for  ^ S y stand the f i g u r e s d^J^^how the improvements we had hoped 
w h i c h  ' i V J i e  o v e r , claims already- - - I - . - - - - i - ma ^he contingency margin of 7,500MorermcH

Us n , _ e a 8 r e e d l a s t year suggest " igger margin w i l l be needed  t o see
through 	to
 1988. I suggest a f i g u _ 10,000. 

1 ? 
- I Viol • 
p  °eiieve there  i s scope f o r s i g n i i ^ v ^reductions  i n the f i g u r e s 

r o


^ ! e d  b
u e P a  y Departments. During the rest< |e Survey I in t e n d  to press 

off m e  n t s f o r f u r t h e r manpower savings. LI be aiming  t o f i n d 


t i n  8
e ^ 
t a k  savings f o r an additon of 2,500 ^contingency margin  t o 

e
 

^  t o
  ththee M i n i s t rM i n i s t r y  ofDefencDefence 

Pte

 10,000. I hope also t h a t the r e v i  ̂ T D  ̂ y  of e 

P r o  P e r t y Services Agency w i l l lead  t o sizeable reductions  i n t h e i r 


5 9 3
s

 Planned f i g u r e s , thereby producing a s i g n i f i c a n t r e d u c t i o n below 


a t l  d


°  i n t h e	 1
( C ( 8 M  A p r i l 1988 manpower t o t a l . My paper on c o n t r a c t i n g out 

the v ^ Proposes a more vigorous approach  to c o n t r a c t i n g work out from 


l i  c
S - t o the p r i v a t e sector. The consequent r e d u c t ^ l k s  i n C i v i l
e r v 
  

manpower w i l l enable us  t o reduce the t o t a l s t i ^ « T ^ t h e r . 

N T R  °
 

l c  e	

 ^SlC ° L	 OF RUNNING COSTS

18. ~
Th 


s 

c°st annual s c r u t i n i e s of Departments' running costs h a V i 


C r e a s i n  §  i ne a c  n  o f

i n  £ l a t - - , -	 the l a s t f i v e years f a s t e r than g 


0" J-On T . T _	 . _ . _
L a t i o n . 
 We must ensure t h a t the growth of these costs  i s co 
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I i e n t S  W € r e  a s k e d  t 0  i n d i c a t e
s e e ks e e  k forf o r a r h thV I i n t h  e S u r v e y t h  e p r o v i s i o  n t h e y 

1  r U n n i n c o s t s  i n
d f r n i n o t n
Y  ̂  d i f f i r m *  i f - u n 8  c s s  i  1 9 8 5 - 8 6 i c u l t i  e S  1 9 8 5 - 8 6 . T h e r e a r  e s o m e d e f i n i t i o n a  l 


5 e t u r n  £
t h e s e  n e e d  c a r e f u l — • — — ­ f i g u r e s  ̂ • ^  s c r u t i n y a n d c h e c k i n g . B u  t 


- ^ g u r e s , w h i c h s h o w a n a g g r e g a t e i n c r e a s e o  f a b o u t 3  i p e  r c e n t o v e r 

\V* 1 9 8 A - 8 5 E s t i m a t e s p r o v i s i o n , a r  e a w e l c o m e i m p r o v e m e n t f r o m t h  e l a r g e 


<jWkease s
 o  f e a r l i e r y e a r s ( a l t h o u g h r u n n i n g c o s t s i  n s o m e D e p a r t m e n t s 


s e e m  t o b e r i s i n  g t o  o q u i c k l y ) .
Okf i r s t s t e p  t o i m p r o v i n g o u  r a r r a n g e m e n t s i  n t h i s a r e a , I i n v i t  e 

S  t 0  a g r e e  t b a t
scruti .  t h  e p r e s e n t b a c k w a r d - l o o k i n g a n n u a l r u n n i n g c o s t s 


b e  r e a c e
SurveT ' f P l  d b y a f o r w a r d - l o o k i n g s c r u t i n y d u r i n g t h  e 

t b e r o v
catego °  P  i s i o  n w h i c h D e p a r t m e n t s h a v e n o w p r o p o s e d f o  r t h i s 


x e n d
° f e
t h e b a ^ ' P  i t u r  e i  n 1 9 8 5 - 8 6 . T h e agreed p l a n s w o u l d t h e n p r o v i d e 

S l s r
f °   t h  e d e t a i l e d E s t i m a t e s d i s c u s s i o n s d u r i n g t h  e w i n t e r . 


KEXI r21 , 
a
for r  a  l  l  i d ^ ^ B ^ i o n s a r  e a l r e a d y u n d e r w a y o n e x p e n d i t u r e p r o v i s i o n e
 

a u t n o r
i n d u s t r ' ^ & B ^  t e l e v a n  t c u r r e n t e x p e n d i t u r e a n d n a t i o n a l i s e  d 

E F L s
s t r i n p ­

• e M . e a r l v n e e d  t o c o n d u c t t h e s e d i s c u s s i o n s w i t h t h  e u t m o s t 

1  e v e r
P t e s s u r ° ^  y »fcy^^n c o n c e d e d i  n t h e s e a r e a s w i l  l m e a n i n c r e a s e d 


c e £  C e n
o r r  ° n t  r  a  l ^ ^ J ^ n m e n t p r o g r a m m e s a n d w i l  l m a k e o u r o v e r a l l t a s k e s r j
 j w p r o p o s e t h a t , a s i  n e a r l i e  r y e a r s , 
• seri 
l n
b a v g l  y h a r d e r  ̂ ^ ^  )  V D r o n o s e t h a t , a s i  n e a r l i e  r v e a r s . I s h o u l d 
e
 ^ c u s s i o n s w i t h c o l l e a g u e s o n t h e i r 
n 
c a i
a b i ,  e x p e n d i t u r e 
n e
nne t j p o w e r p r o g r a m m e s , a n d r e p o r t b a c k  t o 

22 

;;  Against the background of t h i s very dxffxĉH - i f f i c u l t o v e r a l l p o s i t i o n 
u  l l  y 

^^eagues w i l l n o t be s u r p r i s e d i f I * J  * ^  must, where
s e n d i n g

a  U
 the bids thev have put forward .  ip  ̂ ^i 

o  s  s  ^ l e , b
; e contained w i t h i n e x i s t | T 

c r ^ o g r a m m e s b y r e o r d e r i n g p r i o r i t i e  s 
^ ° °ver those cases where a d d i t i o n a l 

f ^ e s inescapable, 1 have to emphasi i s i o  n f o  r i n d i v i d u a l p r o g r a i n m e s 
t  c
 P^ss for mt i  t w i l  l b e e s s e n t i a l f o  r m e 

o p t i o n r e d u c t i o n s e l s e w h e 

ION 

23 


T h  e 
8 e r
P e r s i c ? n  P e r s p e c t i v e o  f t h e G r e e n P a p l n e x t t e  n y e a r s " s h o w s 


5  1  s  t e n t
e X D  o  . . _ , .  *r,A  ^ . r 
P e L  a n
n d i  ° p e r v a s i v e a r  e t h  e p r e s s u r e s , , c r e a s e d p u b l i c 
t u r


 a
 ef •f n  d h o w d i f f i c u l  t i  t w i l  l b e t  o a v o e s s i v e u p w a r d 
t^ions 

p u b l i c
 s p e n d i n g p l a n s . N o n e t h e l e s s  ̂  i  f w e a r  e t  o r e a p t h e
*!*Sr«*


 1
P l a n s .  ' 
o u r o v e r a l l e c o n o m i c s t r a t e g y , w e m u s t s t i c k t  o o u  r p u b l i s h e d 


2V 

invit, colleagues to agree ­
a . i 

f 13 6 >  3^ l c  _expenditure planning totals of £131.7 bi_. 

year 

b l  H i o n and £140.4 b i l l i o n respectively for the' 

1  9  8 5 - 8 6  t o 1 9 8 7 - 8 8 ; 


b . 

m a n e r
1  0  . 0 0 0 - P  °  w  c o n t i n g e n c y m a r g i n s h o u l d b e i n c r e a s e d t^^^W 

w e s h o u l d a i m t  o r e d u c e C i v i  l S e r v i c e n u m b e r s ^m^A 
s n i f  i c a n t  h 
V b e l o w 5 9 3 , 0 0 0 a s a  t 1 A p r i  l 1 9 8 8 ; 
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c w e"  s h o u l d a d o p t t h e n e w a p p r o a c h t o w a r d s c o n t r o l l i n  g 
Y ^ ^ . r u n n i n g c o s t s s e t o u t i  n p a r a g r a p h 20 a b o v e ; 

1  S h o u l d  r e t  b a c kd i s c P °  r  t o C a b i n e t w h e n I h a v e c o m p l e t e d 
c u s s i o n s w i t  h c o l l e a g u e s o n i n d i v i d u a  l p r o g r a m m e a n d 

m a n p o w e r a l l o c a t i o n s . 
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ANNEX A 


NUMMARY Of- ADDITIONAL BIDS NET OF REDUCED REQUIREMENTS 

i  n

"
p E  S Report 


ccrtior,8,Niseu 31 

b » to ne l £  M 

nts | 

 6  t
Hi n i i t  t  S  / ,  ° fr e  d u c ed requirements, 


F C 0 . 

° S D e v  e l o p   Administration 
m e n  t
P a V t t , 
to P 

F C 0 u t°pean Communities 

' f c  r , t jion B 
A 9 t i , o  t


r 

 A g r i c u l t u r a  l Prodi 

y c 
and food 

m i ^ i o n 

a r > * I n d u s t r v 

f , ,  " fcr , t 

. ° ' I t o n , "^sport 


h ^ 

O r l  c 'He 

O FOl,  L H 

l l' c, ̂ ° r  ,  S c i e n c e l 3  l Q n d
A*t& 


H e Q j . , L , b * a r i * >  6


th 

S Q r > d  p e r  « 
°ciQ, on°l S o c i a  l S e r v i c e s l 4  l 


C u
 t J t  y 

'Pet, 

St Hi J on 

t o , 

formula consequential 


G X  P e n d i ture 

d̂u s t r  i 

fes
 external finance 


* ' R H ! ^ REDUCED 
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Of. 

N.N 

1985-86 


132,080.0 


-409.0 


48.3 


,719.3 


219.6 


14.2 


300.0 


36.3 


7.6 


-43.2 


-1.1 


205.3 


142.4 


7.6 


77.6 


41 . 0 


250. 0 


55.3 


80.3 


43.8 


114. 0 


8.0 


502. 0 


319.4 


-58. 5 


4.3 


13.5 


260 . 0 


28.4 


16.7 


1,500.0 


892. 0 


5,036.5 


1986-87 


136,680.0 


-386.0 


-1.7 


136,292.3 


182.7 


76.1 


125. 0 


55. 0 


-44.6 


-56.7 


-1.7 


291.0 


193.2 


6.7 


62. 0 


35. 0 


350.0 


11.9 


92.5 


44.4 


164. 0 


9.6 


651.3 


387.7 


-55.3 


14.4 


300.0 


39.3 


16.3 


1,500.0 


1,330.0 


5,779.8 


1987-88 


139,004.0 


1.1 


139,005.1 


1,046.2 


156.4 


185.0 


60.3 


-69.5 


-59. 0 


-1.8 


210.3 


131.6 


-5.4 


30.4 


62. 0 


400.0 


0.8 


75.8 


67.4 


36. 0 


175.0 


15.7 


1 , 105.9 


1,515.5 


37.7 


14.6 


400.0 


4.2 


20.4 


1,500.0 


1,315. 0 


8,430.5 


J - £ 4 i lr> AFf-DOE- Housing and t e r r i t o r i a  l 
c  m
f 2 7 j  ̂ * *   'or . the Switch -the Sec r e t a r  y of S t a t e s  ' l e t t e  r of 20 June r e f e r s  . 
282m and 290m 1984 NHS pay award 



