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CABINET 


PUBLIC EXPENDITURE SURVEY 1984 


jorandum by the Lord President of the Council 


At t h e i  r mee Jul y the Cabinet decided t h a t the pu b l i c expenditure 

planning t o t a l s , be £131.7 b i l l i o  n f o r 1985-86, £136.3 b i l l i o  n f o  r 

1986-87, and £14, ion f o r 1987-88, and i n v i t e d the Chief Secretary, 

Treasury t o pursu a l discussions of expenditure programmes w i t h 

the M i n i s t e r s respo On 4 October the Chief Secretary, Treasury 

reported progress, M i n i s t e r i n v i t e d me t o be the Chairman of 

the M i n i s t e r i a  l Group i c Expenditure (MISC 106) t o consider and 

make recommendations on W o s e issues which had not been resolved by the 

Chief Secretary, Treasury and the spending M i n i s t e r s concerned (CC(84) 25th 

Conclusions, Minute 5; CC(34) 32nd Conclusions, Minute 9 ) . 

2  >
 This memorandum sets out the ;ommendations of MISC 106. I should 

l i k  e to express my g r a t i t u d e bot :he members of the Group and to the 

spending M i n i s t e r s who have appe fore us f o r the care and 

thoroughness which they have broug :he task. 


AGREED PROGRAMMES 

J- Most expenditure programmes were ag^v b i l a t e r a  l discussions 
between the Chief Secretary, Treasury and1 ending M i n i s t e r s 
concerned. The r e s u l t i n  g e f f e c t s on the s i s e l i n e are set out i  n 
Annex A; b r i e  f d e s c r i p t i o n s of the p o l i c y imj 'ons ( s u b j e c t to 
r e s o l u t i o n of minor d e t a i l  s i  n some cases) are nnex B. 

MISC 106 were able t o reach agreement w i t h the spending M i n i s t e r s 

concerned on the recommendations to be put t o the Cabinet on a l  l 

Programmes which they considered, apart from the Externa 
n a l _ 
Financing L i m i t s (EFLs) of the gas and e l e c t r i c i t  y ind and 
bousing. The recommendations are summarised i  n paragr > 13 below; 
f u r t  h 
er d e t a i l s are given i  n Annexes C t o G. A l  l f i g u r e n £ m i l l i o  n 

U n  l e s  s otherwise s t a t e d . 


DEFENCE 

5. M ISC 106 have agreed w i t h the Secretary of State f o r Defe 
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p r o v i s i o n f o r 1985-86 should be increased by £105 m i l l i o n i  n order t o 
honour the Government's commitment to plan f o r 3 per cent r e a l growth up 
""0 t h a t year. For l a t e r years, the baseline f i g u r e s should remain 

changed, apart from an agreed a d d i t i o n of £300 m i l l i o n f o r F a l k l a n d 

nds expenditure i n 1987-88. The Secretary of State f o r Defence p o i n t s 

hat the r e s u l t i n g f i g u r e s w i l  l show a d e c l i n e i n the r e a l value of 

e p r o v i s i o n , apart from the Falkland I s l a n d s , of 0.5 per cent i n 


-87, and a f u r t h e r 0.7 per cent i  n 1987-88. I  t would be h e l p f u l 

p r e s e n t a t i o n a l l y to accompany t h e i r p u b l i c a t i o n by a statement i n d i c a t i n g 

that they are subject to review. An agreed form of words i s i n 

Paragraph 3 of Annex C. 


FOREIGN A %M O N W E A L T  H O F F I C  E 

6. MISC 1 the Foreign and Commonwealth Secretary have agreed t h a t 

there should hange i n combined baseline p r o v i s i o n (apart from 
c e r t a i n minor a adjustments). The Foreign and Commonwealth Secretary 
p o i n t s out t h a t t a i l s t h a t i  t may be necessary to reduce the a i d 
programme i  n ord_ . 
 ccommodate unavoidable increases i n expenditure on 
the Dipl o m a t i c Win 


AGRICULTURE 


M ^ S  C 1 0  6 h a V  e a g r e e  d t h  e
of A  f o l l o w i n g recommendations w i t h the M i n i s t e r 

F i s h e r i e  s
on o f I ] " C U  ! t U r e  . '  and Food: reductions i n c a p i t a l g r a n t s ; savings 


agreed adjustments to baseline and in o r changes, the 

Commendations produce net savings l i n e o f : 


- 112 

OTHER ENVIRONMENTAL SERVICES 

8. 
 P r o v i s i o n f o r Other Environmental Servic et of r e c e i p t s 
There are i n d i c a t i o n s of a s i g n i f i c a n t s h o r t f a l  l i n r e c e i p t s . I  f t h i s 

occurred, adherence t o baseline p r o v i s i o n would e n t a i l severe cuts i  n 
gross 

of. e x penditure. MISC 106 recommend a d d i t i o n s t o the adjusted baselin< 


+ 17 + 10 

I m p  ! 


y i n  8 changes to the o r i g i n a l baseline of: 


- 29 + 9 

Th 


e
 Secretary of State f o r the Envi 
ronment i s prepared to endor 
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recommendation, on the assumption that a c t u a l r e c e i p t s w i l  l be at the 

evel i n the b a s e l i n e . I n h i s view, p r o v i s i o n w i l  l need t o be reviewed 

ext year when the r e c e i p t s p o s i t i o n i s c l e a r e r . 


PROGRAMME 


SC 106 recommend reductions of: 


- 30 - 55 - 55 

The Secretary of State f o r the Environment is r e l u c t a n t l y prepared t o 

acquiesce i n Jjii  t h i s 
i n s. He p o i n t s o u t , however, t h a t cuts on

scale w i l  l r y s t r o n g l y c r i t i c i s e d as the Government t u r n i n g i t  s back 

o  n
 the pro m the inner c i t i e s  , and w i l  l worsen r e l a t i o n s w i t h inner 

c i t 
  y a u t h o r i Against t h i s , the Urban Programme has doubled i n r e a l 
terms since 
 a l a r g e r increase than f o r any other programme. 

HEALTH AND PERSO 
 IAL SERVICES 

1 0  • There are l a r g i r t u a l l  y unavoidable bids f o r a d d i t i o n a l 


 both 
expenditure on l i m i t e d parts of the programme (such as the 

h°spital and communit s e r v i c e ) and the demand-determined fa m i l y 

P r a c t i t i o n e r services ' t o t a l : 


+ 353 + 498 + 886 

• The Group, j o i n t l  y w i t h the S etar y of State f o r S o c i a l Services 


recommend the f o l l o w i n g main char* an increase i n p r e s c r i p t i o n
 and 

e n t a l charges f o r non-exempt gro* t h a corresponding increase i  n 


season t i c k e t charges; changes i  n rmaceutical P r i c e Regulation 

heme; r e s t r i c t i o n s on the a v a i l a b . the N a t i o n a l Health Service of 
l o r drugs; reductions i n p r o v i s i o n i t a  l spending. The changes 
y i e l d savings of: 


- 105 - 216 

With savings agreed i n the b i l a t e r a l discus t a  l savings
 are: 


- 155 - 211 - 289 

SOCIAL 
SECURITY 


T h e r  e
c *  are large and v i r t u a l l  y unavoidable bids i mainly from n
 

to- economic assumptions and higher take-up of bene They amount 


+ 737 + 881 

13. 


^ T h e Group, j o i n t l  y w i t h the Secretary of State 
f o r S o c i a l ' ^ O f c  e s  , mend the f o l l o w i n g main changes: l e g i s l a t i o n i n the curre nt. Session 
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to extend the payment by employers of statutory sick pay from 8 to 28 

LVeeks (with certain offsetting reductions in employers' National Insurance 

Vmtributions); action on housing costs; postponement of the abolition of 


»*> retirement pensioners' earnings rule; reduction in the level of 

^j.al payments under the supplementary benefit scheme; and measures to 


^a^aounced following the social security reviews now underway. The 

hange^ yield savings of: 


- 218 - 585 - 735 

DISAGREED PROGRAMMES 

1 4  •
 The t rammes on which MISC 106 could not 

agree recom ions with the spending Ministers concerned were 


a. the E |the British Gas Corporation and the el e c t r i c i t y
supply indu' "ngland and Wales): the issues are discussed in 
paragraphs l f S d below and Annex H; 

b» the housing mme: the issues are discussed in paragraphs 19 
to 28 and Annex ^^^ j 

GAS AND ELECTRICITY INDUSSTRIES 

5« The survey baseline is as follows 


-86 1986-87 1987-88 

Gas 
 - 495 - 507 

E l e c t r i c i t y - 1,337 - 1,370 


The industries submitted bids for ad their EFLs totalling 


+ 159 237 + 389

Gas 

„, +24
E l e c t r i c i t y !8 + 570 


A • ,
c o r  l g n i f 1 C a n t p a r t  o f
 these bids was to finance higher payments of 

rPoration tax. 


^. MISC 106 asked the Secretary of State for Energy too jBolor
loree with the
industries a package of cost savings and price increase the aim of
agreeing reductions in their combined EFL bids of £2,21 n over the 
survey period. 

1 7  • The Secretary of State for Energy held discussions with « 

o f
 the industries and advised the Group that he believed 
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great pressure and difficulty, persuade the industries to produce savings 

°f the following amounts, after allowing for the effects of corporation 

tax. 


Gas - 115 - 212 - 272 


Electricity - 130 - 408 - 472 


The savings would be found by a combination of efficiency and other 

measures and price increases. The price increases required to meet these 

figures would be primarily a matter for the commercial judgment of the 

industries^But the Secretary of State for Energy thought i  t possible 

that t h e  ̂ f i k  i l  d be increases in electricity prices of 4i per cent in 

1985-86 and l a t e r years and increases in gas prices at a higher level 

through the p e r i o d . 


IH. The n e t s  O of these savings and the bids from the industries 

would be: ^ ^ 2 ^ . 


- 62 - 85 + 215 


MISC I Oh do not conSJerJttds adequate. In their view, i  t should be 

Possible to find s a v i n ^ ^  ̂ the extent they originally suggested. I f  , for 

Purposes of illustration, the additional savings resulting from this 

Proposal were spread evenly over the survey period, the net effect on the 

baseline would be: 


L67 - 265 - 91 

HOUSING 


19. The survey baseline is as f o l r q  ̂ ^  ̂ 


Gross expenditure 3,807^*% 3,876 3,940 


less receipts - 1,300 1,300 - 1,300 


 i , J  U 
Net expenditure 507 ^ 2,576 2,640 


^ Q t - a t - P for the Environment and 
I  t is common ground between the Secretary of State yielding 
the Group that the estimates of receipts should be mere 
savings of: fcml 

1 0 0
- 300 - ^ t t  ̂ ° 

There are also certain agreed adjustments to f!^1^^ 

additional £30 million a year private sector finance 

Corporation. 
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u
- The Secretary of State f o r the Environment proposes increases 

gross p r o v i s i o n of: i n 


+ 250 + 350 + 400 


^ j ^ W k i n t s out tha t i  n 1985-86 the increase would be more than o f f s e t by 
r e c e i p t s and p r i v a t e sector f i n a n c i n g of the Housing Corporation. 

Ro» the increase i n gross p r o v i s i o n would be d i s t r i b u t e d between the 
components of the programme would be governed l a r g e l y by how l o c a l 
a u t h o r i t i e s used t h e i r c a p i t a l a l l o c a t i o n s ; but he believes t h a t a l i k e l  y 
d i s t r i b u t i o n i s as f o l l o w s : 

New dfeSMigs and 

c o n v e r % W n S T \ + 50 + 50 + 50 
Renovati epairs + 200 + 300 + 350 

Home improve ants 0 0 


2 1  • MISC 106 propo t i o n s i n gross p r o v i s i o n o f : 


- 380 - 470 - 560 


They b e l i e v e t h a t a l i k e l y d i s t r i b u t i o n i s as f o l l o w s : 


New dw e l l i n g s and 

conversions 
 - 300 - 400 

Renovation and rep a i r s + 50 + 50 

Home improvement grants - 220 - 210 


The Secretary of State accepts t h i s as le f o r 1986-87 and 1987-88; 

l
but n 1985-86, f o r reasons explained i n'-« I  , he believes t h a t 


Penditure on home improvement grants wotJ educed by l e s s , and t h a t 

Penditure on renovation and r e p a i r s wou e n t l y f a l l  . 


N E 
  « DWELLINGS 


22. The Secretary of State f o r the Environment argues t h a t there are 

severe shortages of dwellings f o r those who cannot a f f o r d 

owner-occupation; and that new dw e l l i n g s are needed each 
ich ̂ ^ a r i n view of 

t h  e r a p i d growth i  n new households and the de c l i n e of i v a t e rented 
sector. i  n h i s view, 75,000 new s t a r t s a year i  n the p^| 
 ector are 
mnecessary t o cater f o r t h i s i r r e d u c i b l e need. He accepts 
 i n present 
economic circumstances t h i s cannot be a f f o r d e d , but c o n s i - ^ 
 t i  f the 
^mber of new s t a r t s f e l  l below the present l e v e l (about 40, 
 ar ) , 
homo 1 

e S S n e S  S a n  d  o v e r c r o w n
l e v e \  d i  g would increase to a p o l i t i c a  l p table 

e  T h e
;  40,000 s t a r t s would be d i v i d e d about e q u a l l y betwe ing 

o c i a t i o n s and l o c a l a u t h o r i t i e s . 


a s s 
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23. MISC 106 consider that the f i g u r e of 75,000 new households allows f o r 

|raany categories who have no strong claim to housing i n the pu b l i c sector, 


t h e i r	 view, a l e v e l of pub l i c sector s t a r t s between 15,000 and 20,000 a 

is adequate. 


I O  N A N  D R E P A I  R 


24T The Secretary of State f o r the Environment p o i n t s out t h a t besides 
normal needs f o r renovation and r e p a i r of the p u b l i c housing stock recent 
developments have brought t o l i g h  t a s u b s t a n t i a l new need f o r r e p a i r s t o 
i n d u s t r i a l i s e d and system-built housing of the 1950s and 1960s, some of 
which p r e s e n f ^ r i s k s t o h e a l t h and s a f e t y . I  n h i s view the p r o v i s i o n f o r 
r e n o v a t i o n i b W e s t e d by MISC 106 would lead to the f u r t h e r d e t e r i o r a t i o n 
o  f
 the P u b l  \ 
 or stock; i n 1985-86 the proposals would lead t o a 
redu c t i o n i  n 
 i t u r e  , which would be wholly i n d e f e n s i b l e . 

25. 
 MISC 106 ai the Secretary of State f o r the Environment t h a t 
an increase i  n 
 :e	 on renovation and r e p a i r i  s d e s i r a b l e . They 
note t h a t he accep«­ t h e i r proposals would a l l o w t h i s  , a t l e a s t i  n 
1986-87 and 1987-88. 
 'do not believe t h a t the increase i  n p r o v i s i o n 
recommended by the S e a of State f o r the Environment can be a f f o r d e d ; 
they also b e l i e v e t h a t 
 a	 gross programme of over £1 b i l l i o  n a year 
there i s room f o r a goo< 
 of e s s e n t i a l s a f e t y work t o be done. 

HOME IMPROVEMENT GRANTS 


26. The Secretary of State f o r 
 vironment considers t h a t expenditure 
of some £600 m i l l i o  n a year i  sn 
 to prevent a d e t e r i o r a t i o n of the 
Privately-owned housing stock ove 
 urvey p e r i o d ; but he i s w i l l i n g  , 
i n present economic circumstances, 
 e	 w i t h the baseline p r o v i s i o n of 
£450 m i l l i o  n a year. He regards t 
 ^  c a  l consequences of reductions 
below ba s e l i n e as ser i o u s . Many peopl 
 incomes have been induced 
by the Government's p o l i c i e s t o become o^ 
 ccupiers and cannot a f f o r d 
to undertake heavy expenditure on r e p a i r s 
 itcome would be a serious 
d e t e r i o r a t i o n i  n the c o n d i t i o n of the hous_^ 
 k, which would be 
revealed by the 1986 En g l i s h House C o n d i t i o i 

27 


• MISC 106 	  c A p e u u i c u r e on nome ltriprovement grants i s 
 m o .

de ^"ra^^e ^ i  t can be af f o r d e d . But i  t cannot be a f f o r d e d on the scale 

l r e d
^ a s   by the Secretary of State f o r the Environment. The p u b l i c purse 

hou *  ° " ^ l i g a t i o  n t o subsidise r e p a i r s and improvements t o owner-occupied 
b J ? ^ " ^be Group's proposals would a l l o w expenditure t j ^ f c o n t i n u e at 

a d	 l t j M C O ontinue 
l  y the same l e v e l as before the upsurge i  n 1982-831 
 983-84. 


<2k 
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EFFECTS ON THE PLANNING TOTALS 


Allowing for additional receipts and agreed adjustments, the 

posals of the Secretary of State for the Environment would add the 

wing to baseline: 


+ 103 + 368 + 480 

The Group's recommendations would produce the following reductions on 

vaseline: 


- 527 - 452 - 480 

OVERALL EF 

2 9  ­ I  f the re ations in the preceding paragraphs are accepted, 

there wil l be ctive excess over the planning totals agreed by the 

Cabinet of: 


+ 243 + 231 + 843 

, however, the p r o p o s ^ i J ^ the Secretary of State for Energy and the 

ecretary of State for trre Environment were accepted, then, allowing for 
e
 consequential effects on te r r i t o r i a  l block budgets, the prospective 


excess would be: 


+ 1,427 + 2 ,332 

RECOMMENDATION 

29 T •

I invite the Cabinet: 

a. to endorse the recommendation ragraphs 5 to 13 above; 

D «
 to decide the appropriate level s to be sought from 

the British Gas Corporation and the ele, y supply industry 

(England and Wales) in the light of the rations set out in 

Paragraphs 15 to 18 above; 


c. to decide the appropriate provision for the housing programme in 

he light of the considerations set out in paragraphs 19 to 28 


above. 


W 

1 V  y
 Council Office 


5
 November 1934 
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A N N E X A Table 1 

E million (a) 

P E S 1984: S C O R E C A R  D 

1985-86 1986-87 1987-88 

X 
Programmes considered Programmes considered Programmes considered 

by MISC 106 by MISC 106 by MISC 106 
Programmes Programmes Programmes 
considered DejJt MISC considered Dept MISC considered Dept MISC 

outside Propos.ll Proposal outside Proposal Proposal outside Proposal Proposal 
MISC 106 MISC 106 MISC 106».f* 


0+105 + 105 +300 +300 
0+2 +2 -1 -1 

1-200 +40 +215 

1-131 - 3 4 - 4 0 

-36 -78 -78 -112 -112 

- 4 - 4 

+ 127 - 1 0 0 

+ 102 + 57 - 3 9 

i s ­
+293 +396 +231 


-21 - 3 3 - 5 0 


- 111 - 1 5 5 -213"Pott 

- 9 4 - 9 7 ' -111 

+ 103 +368 - 4 5 2 +480 - 4 8 0 

+ 15~°th e 

-1 -1-29 # 9 * +9 +9I > P r  , 
- 3 0 -30 - 5 5 - 5 5 - 5 5 - 5 5 

0 +1 +3 

- 1 0 - 5 + 10 

- 1 0 +14 

- 1 2 - 1 3 

+3^ '  hs »ad  p s <  ! 

+198 +198 ^ ^  2 8  6 +286 +597 +597« e c  Uri+» 
+519 +519 +296 +296 1-1327 +1327 

on 
-56 -46 +379̂  

+5 

~ a'W°>
0 - 1 4 +52 -13 ^ ^  - 1 5 +253 +30+ 1 6  ^ 
+68 +52 +113 

- 1 6 +2 - 1 4 

- 6 2 -167 - 8 5 -265 +215 -91 
+14 -71 

+122 +23 


+979 i-l 169 


- 7 5 0 - 7 5 0 


- 1 1 5 - 1 2 0 


- 5 0 0 0 


0 0 


+208 +822 +3S 

° r i g i n a l S u r vfoforr « = y baselinePro some programmes.pj 8 r a  U t n e s are"1 p r o 8 r a m m e s - notably Health and Housing, are on an England, basis. The Scottish. Welsh and Northern Irish'41 
^ e^^Urej f ( J  automatically adjusted in line with any changes in the provision on comparable programmes for England,r t l  

? .  r o g r a m m e  spj "^rrent ejcn *  include both agreed adjustments to baseline and proposed further changes. 
6 s  r S  P a y  c l a w b a c k  w i U  b eon a GB b  ^  allocated to departments in the Autumn Statement figures 

SECRET 331 


http:Propos.ll


SECRET 

ANNEX A Table 

SURVEY B A S E L I N E  S 

^ p l u d i n  g n a t i o n a l i s e  d i n d u s t r i e s  ' e x t e r n a  l f inance and l o c a  l 
h o r i t i e s ' r e l e v a n t c u r r e n t expend i tu re ) 

1 
2 

3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
2 5-26 

27 
2 8 - 2  9 

30 
31 
32 
33 
34 
35 

£

1985-86 1986-87 

'Defence 
PCO o the r 
ODA 
EC 
IBAP ( a  M CAP prefunded) 
D ome s IjdJ^mgr i cu 11u r e 
F o r e s ^ f c 
Regiona 
DTI othe 
ECGD 
Energy 
Employment %Transpor t 
Housing 
PSA 
DOE Other 
Urban Programme (DOE o n l y ) 
Ordnance Survey 
Home O f f i c e 
LCD 
DES 
OAL 
Hea l th and PSS 
S o c i a l S e c u r i t y 
Superannuation 
Scot land ( e x c l Regional 
P o l i c y  ) 
Wales ( e x c  l Regional 
P o l i c y  ) 
Nor the rn I r e l a n  d 
Other Departments 
N a t i o n a l i s e d I n d u s t r i e s 
RMPS 
LA r e l e v a n  t c u r r e n t 
Reserve 
Pay clawback 
Asset Sales 
3% U p l i f  t 

TOTAL* 

 M i l l i o  n 

1987-88 

18,619 
618 

1,320 
615 

1,343 
781 

59 
489 
773 

-163 
332 

3,264 
2,311 
2,640 

-120 
689 
287 

19 
1,096 

595 
3,518 

338 
15,024 
42,559 

1,256 

4,170 

1,629 
4,500 
2,238 

10 
295 

25,576 
4,869 

0 
-2 ,050 

1,379 

d e l u d e s double coun t i ng 
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ANNEX B 


SUMMARY OF CHANGES ON PROGRAMMES NOT CONSIDERED BY MISC 106 


0__(EUROPEAN COMMUNITY) 


1985-86 1986-87 1987-88 


+200 +40 +215 


U t e s t p r o j e c t i o n  of the United Kingdom's ™  - J ^ ^ S at 
i n s t i t u t i o n s , f o l l o w i n g the agreement reached by the turop
Fontainebleau ona system f o r a b a t i n g UK payments  o f Va-ueAdd 
future years The main reason f o r higher p r o j e c t i o n s  i s t h a t r e c e i p t s 
^om absentIf*? are less than i m p l i e d by the s t y l i s e d assumptions 
i n the l a s t PurT cpenditure White Paper (Cmnd 9143). 


p ^ - l g A P (iNTERViaJi „B0ARD FOR AGRICULTURAL PRODUCE) AND OTHER 

--^^IjJNjDEDCAP EXPENDITURE 


Th 
 dcest estimated c o s t ^ W ^ ^ a v o i d a b l e a d d i t i o n a l demand-determined 

-^penditure onCommon A g r i m f t A a l P o l i c y market support. The 1985-86 

Recast reflects the erea%s harvest which  i s expected  t o produce 


e r  y l a r g e s u r p l u s . 

6. 


-4 -4 -4 

S
 1 


p ^ V ^ n 8 s 
> r e s u l t i n g from improved t r a d irformance i n c l u d i n g increases l n

i °^Uctivity and e f f i c i e n c y , and red i n planned new p l a n t i n g and 
l a n  c l purchase. 

- 1
 REGIONAL POLICY 
 + 127 -100 

* h e s  e f i g ures represent f o r Great B r i t a i n as< > the impact  of the 


i 0 n  s
T r a d  g reached by E(A) on 3 October onthe' ary  of State f o r 

i n c e ^ k ^ n d I n d  u s t r y ' s proposed new s t r u c t ut u r e foJ .nal i n d u s t r i a l 
e a t i v e ­ subsequent settlement  o f theassi e d ^ r e , 3 map. They also 

^ d u d e the estimatedd e f f e c te f f e c t s  o ff ththee Secret
imate s  o  Secretary of' State':s d e c i s i o n  t o 
introduce a fo u r month moratorium d u r i n g l*» 86 orr a p p l i c a t i o n s f o r
^Gs u r i d e  r t h  e p r e s e n  t scheme;  t o be unwound 
 i n 1986-87. 


+ 1 2
^ - ^ D T I (OTHER) ° +57 -39 

f  ̂ t i o n s , mainly f o r launch a i d and s h i p b u i l d i n g o f f s e t ions 

the general l e v e l of i n d u s t r i a l support. The precise t o 
d i v i d u a l sub-programmes has not y e t been £ 
9 

+293 +396 
The 

s
S u  P p o r t I 1  r f a C  ^ t :  * ' 0 n *" t* i e u n a v  ° i d a ble increase  i n the cost  of in t e r e 1 


t 0
the  higher i n t e r e s t r a t e s . This cost  i s o f f s e t  to some 

ra n s f e r  of f u r t h e r r e f i n a n c e  t o the banking s e c t o r . 
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1985-86 1986-87 1987-88 

- 2 1 -33 - 5 0 

^Wymgs r e s u l t i n g from reduced requirements f o r i n d u s t r i a l support, and 

r e d u c t l 0 n s  l n
 expenditure mainly on nuclear research and development 

savings from the Review of the Atomic Energy A u t h o r i t y s t i l  l to be 

d. 


- 1 1 1 -155 -213 

argely r e f l e c t lower than expected take up of e x i s t i n g 

employment measures and a cut i  n the rebate t o employers from 


* Redundancy Fund, p a r t l y o f f s e t by an expansion of some measures 

P a r t i c u l a r l y the E n t e r p r i s e Allowance and Technical and Vocational 

Education I n i t i a t i v  e and by an increase i  n demand determined expenditure 


n
°  Redundancy P a  ̂ ^ i t s  . 


'ings r e s u l t i n g t r a n s f e r o f p u b l i c t r u s t p o r t s t o the p r i v a t e 

S e  c t o r , a d d i t i o n a l r ^  £ 
 on v e h i c l e l i c e n s i n g and t e s t i n g schemes, and 
reductions i  n l o c a l au^f 
 y c a p i t a l expenditure (mainly on roads and 
Port s ) . These r e d u c t i o 
 p a r t l y o f f s e t i  n the l a t e r two years by 
Provi 
S l 
  o n f o r the i n t r o of r u r a l bus g r a n t . 

14, -PROPERTY SERVICES AGE + 15 0 

G l i m 6 3 8 6 n
• *" P r o v i s i o n f o r major new works ( i n c l u d i n g a new b u i l d i n g f o r 

P u t e r i s a t i o n o f PAYEi maintenance of the c i v i  l e s t a t e ,,and "spend t o 
save 

red P r o j e c t s i  n the f i r s  t year, This increase i  s p a r t l y o f f s e t by a 
u c t i o  n  i  the l a s t year. n


+3 
Smai 1 

n e  t
d i g ^ t  increases i  n the baseline prov cover e x t r a work on 

a  l
 '"apping and core a c t i v i t i e s  . 


-5 + 10 

* h  e changes inc l u d e increases f o r c o n t r o l m, non-custodial 
m e  a s u 
r 
es and a f t e r care, community programmes and r  t Department 

ces, magistrates 

houses. There are 


net increase i  n the 

a u u  a 
u r  d  f n T  . :r  w "  y t j  - programme. 

u  r
19  the p r i s o n b u i l d i n g 

^—-—LORD CHANCELLOR'S DEPARTMENT - 1 0 

s • 

t w o l n 8 S  r e s u l
 t i n  g from r e d u c t i o n s i  n the c o u r t b u i l d i n g progr the 


y e a r s 
i n  » P a r t l y a r i s i n g from i n v o l u n t a r y slippage of some s The 
c

 i n t h e  t n
P a r t i a S  e i r  d year r e f l e c t s the r i s i n g volume of l e g a l 


i  v
 o f f s e t by f u r t h e r reductions i  n court b u i l d i n g . 

20 

SggARTMENT OF EDUCATION AND SCIENCE 

-12 - 1 4 

from cuts i  n l o c a l a u t h o r i t y c a p i t a l spending and student awards 
^ net savings on student awards r e f l e c t an increase i  n gross costs, more 


2 
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I W than o f f s e t by r e v i s e d scales f o r p a r e n t a l c o n t r i b u t i o n s , the extension 
ZdAof those scales  t o t u i t i o n f e e s , and the ending  of the minimum £205 
WW^ards. Much of the o v e r a l l savings w i l l be redeployed, mostly on the 

i s t e d Places Scheme, the Science Budget, and, on a s e l e c t i v e b a s i s ,
equipment  i n u n i v e r s i t i e s . 

OFFICE OF ARTS AND LIBRARIES 

1985-86 1986-87 1987-88 


+3 +3 +5 

p r e c i s i l s  o f how the net changes  i n p r o v i s i o n w i l l be a l l o c a t e d
have y 
 ttoo be s e t t l e d . 

24. 
 SUPERANNUATION -56 -46 +37 


| ! ^ C e  d
 r e  q u i r e m ^ f c s r e s u l t i n g from lower l e v e l s  of r e t i r e m e n t s
- . — i ^ L ^ i n K D L c s u  i umg i.i.uui l u w c  i i c v c i  a  u i i c u i i e i u e u L a and a 
re e%5^2ent

c y a r e
T | t t e n t  Pp o l i c yo l  i are y t by a lossf o i l  8 6 ~  p a r t i a l lp a r t i a l l y  o f f s eo f f s e t by a loss  of r e c e i p t s 
i n Q W P r i v a l M g B | D n of the Royal Ordnance F a c t o r i e s . The increase8' ' "  N 

1 

87-88 r e f l e d m m l k c o n t i n u i n g growth  i n the number of pensioners. 

26. SCOTLAND, WAL NORTHERN IRELAND 


+68 +52 + 113 

Th 


1
 t e r r i t o r i a l departia ve some expenditure outside the block
a r r a n g e m e n
a f f  t  s which has increased p r i n c i p a l l y due  t o higher i n t e r e s t r a t e s 

c t n
i g the S c o t t i s h a n d ^ f e l ^ ^ h o u s i n g programmes and re v i s e d economic f o r e c a s t s 


e c ^ l n 
S g the Northern I r e l a ^ ^ ^ W : i a l S e c u r i t y programme. Cuts  i n the
c


£ ^ t t :  j - S n
 and Welsh housing improvement grant baselines f o r 1986-87 of 

m i  H i o n and £23 m i l l i o n made  i n the 1983 survey have been r e s t o r e d 


l°r 1987-88. 


Exchequer's and Small 


-14 

Department have 

a N a t i o n a l 


t:  n e a a u a r t e
J"J"l"
'986- ~" 1 r s b u i l d i n g , and £ 1 5 ^ | H * o n . and £25 m i l l i o n in 

a n 
p r o s  p d 1987-88 to cover i n i t i a l costs o^^0j^ew Independent: 

n S e r v i c e  * T h  e
t h e U t i  ° changes also r e f l e c t ^ s on currency, Costs 

r e c e n t l y announced increases  i n Customs lse manpower t o
drug smuggling are also included 


jjTHER EFLS +14 -71 -449 

In 1 go r  Q , 

a b a
from  significantly increased provision for BSC I s o f f s e t by savings 
(asV^her industri p r i n c i p a l l y B r i t i s h R a i l ; B r i t i s h S hipbuilders 

a
 r e s u l t  of the expected sale  o f the warship b u i l d i n g y, 

a t
^  * r  .  I n the f o l l o w i n g years major savings from Water  t h 

Jutland E l e c t r i c i t y Board; and the N a t i o n a l Bus Company K 

^ e c t e d p r i v a t i s a t i o n ) considerably more than o f f s e t t h e . 

^ v i s i o n s r e q u i r e d f o r the B r i t i s h Steel C o r p o r a t i o n , t h e * 

B A u t h r
 

s  
r i t  i s h S h i p b u i l d e r s ; the B r i t i s h A i r p o r t s ° f ^ ^
 c u r r e n  t
Jutland H y d r o - E l e c t r i c Board. Pending review « ^ ur 

Pr°vision f o r the N a t i o n a l Coal Board  i s unchanged f o r a l  l y 


—^REDUNDANT MINEVTORKERS PF.NSION SCHEME + 2  3 


Ha'lHlly 
increased p r o v i s i o n f o r the Redundant Mineworkers Pension Scheme 
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SECRET 

during the Investment and Financing Review 


LOCAL AUTHORITY CURRENT EXPENDITURE 

1985-86 1986-87 1987-88 


+979 +1169 +1050 


eases f o r 1985-86 were agreed by E(LA) i  n J u l y w i t h the aim of 

e a l i s t i  c p r o v i s i o n a l t a r g e t s f o r l o c a l a u t h o r i t y spending, 

t a l s have been set f o  r 1986-87 and 1987-88. 


-750 -750 + 131 

 p r o v i d e  d
198S «14  3  reserve f i g u r e s of £3.75 b i l l i o  n and £4.75 b i l l i o  n f o r 

 1 9 8 6 - 8 7 5 a n d t h e i n i t i a l
+ 2 72	 ^  "ba s e l i n e " 1987-88 was £4.75 b i l l i o  n Per cent abinet on 5 J u l y agreed r e v i s e d f i g u r e s of £3 b i l l i o n  , £ 4 b i l l i o  n and 
 l l i o n  . 


Q PAY CLAWBA -115 -120 -125 

The reductions f o l i o ' • i n e t ' s d e c i s i o n on 4 October to adopt a pay 
factor of 3 per cent for %85-86, r a t h e r than the4 per cent which had 
been provided f o  r i  n e  S lan s . Departmental baselines w i l  l be 

r e d  u c e d accordingly. 

14. 
 -500 0 +50 

The  i ) . 


 c e s  t

a 

 forecast of asset sales i  n 1985-86 of £2.5 b i l l i o  n provides an 
e x  t

needL£^°° m i l l i o  n receipts, An a d d i t i o n o f £50 m i l l i o  n i  n 1987-88 i s 

basel- remove the mechanical 2/2 per c 
cent increase i  n the survey 


n  e s  o
198ft  o a rounded figure of £2 b i l L i  m can be published f o r both 

D ~ »7 and 1987-88. 


0 -1379 

n i t i a  l
p  J :   mechanical c a l c u l a t i o n of the W87M8 b as e l i n e f o r i n d i v i d u a l 
r o 
  

a n n n e l i n e s w a s b a s e d  o n

a g r  
a 8 r L̂	  1986-87 plans m j ^  / 2 per cent. Cabinet  on 5 
d J u l y t h a t the aggregate planning" increase should be 
0 Per 


C e n t  ;
a d d i  -  Provides a sum a v a i l a b l e to o  ̂  i ga i n s t bids f o  r 
t
 ions to o r i g i n a l b a s e l i n e s . 
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ANNEX C 


% 

DEFENCE 


1985-86 1986-87 
 1987-88 

b a s e l i n e 

pay c l a w b a c k ) 17955 18564 18567 


M I S  ̂ %  6 have a g r e e d w i t h t h e S e c r e t a r y o f S t a t e f o r D e f e n c e 

t h a t £ 1 0 5 m i l l i o  n s h o u l d be added t o t h e p r o v i s i o n f o r 1985-86 

on a c c o u n t o f i n f l a t i o  n a s s u m p t i o n s and t h e 1984 pay award 

f o l l o w i n g t W r e c o m m e n d a t i o n s o f t h e Armed F o r c e s Pay Review 

Body. T h  f c j l  ̂ i t i o  n i  s n e c e s s a r y i  n o r d e r t o meet t h e 

G o v e r n m e n t ' s ^ ^ i t m e n t t o 3 p e r c e n t a y e a r r e a l g r o w t h 

U P t o 1 9 8 5 - 8 o  T ^  ̂ 


2
- F o r l a t e r y e l i j f t t t l S C 106 and t h e S e c r e t a r y o f S t a t e l o  r 
Defence have a g r e e d ^ B ^ t h e a d j u s t e d b a s e l i n e f i g u r e s 
above s h o u l d r e m a i n Tr^ktged, a p a r t f r o m an a g r e e d a d d i t i o n 
o  f
 £ 3 0 0 m i l l i o  n i  n 1987-88 f o r p r o v i s i o n f o r t h e F a l k l a n d 

I s l a n d s . 


3
 « The S e c r e t a r y o f S t a t e ^ 
 f e n c e p o i n t s o u t , h o w e v e r , 

t h a t t h e r e s u l t i n g f i g u r e s w i l - ^ 
 a d e c l i n e i  n t h e r e a l 

l e v e l o f t h e D e f e n c e B u d g e t ( e x c  A, F a l k l a n d sp  p r o v i s i o n ) 
d '

a
 f t e  r 1 985-86. MISC 106 have t h e 
 a g r e e d t h a t when 

t h e f i g u r e s a r e p u b l i s h e d t h e y sho 
ou l d J K g k a c c c o m p a n i e d by a 
s t a t e m e n t i  n t h e f o l l o w i n g t e r m s . 

' The p r o v i s i o n - f o r 1985-86 meets t h e Governm e n t ' s 
commitment t o p l a n t o i m p l e m e n t t h e NATO a i m o f r e a l 
i n c r e a s e s i  n d e f e n c e s p e n d i n g o f 3 p e r c e n t a e r annum 
U P t o t h a t y e a r . The ca s h p r o v i s i o n f o r % J  ̂ ^  y e a r  s 
w i l  l be k e p t u n d e r r e v i e w i  n t h e c o n t e x t o f t h e 
Governme n t ' s e x p e n d i t u r e p l a n s , t a k i n g a c c o u n t  T ^ %  i  r 
m i l i t a r  y c o m m i t m e n t s and a l  l o t h e r r e l e v a n t f a  c 
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ANNEX D 

FOREIGN AND COMMONWEALTH OFFICE PROGRAMMES 


Su r v e y b a s e l i n e i  s as 

f o 1 l o w s . 1985-86 1986-87 1987-88 


as D e v e l o p m e n t 

A d m i n i s t r a t i o n . 1264 1299 1320 


Di 
l Ploma 
>mat i  i c Wing 602 602 618 

Ov e^seas D e v e l o p m e n t A d m i n i s t r a t i o n (ODA) 

2. T h i s programme has f a l l e  n by 14 p e r c e n t i  n r e a l t e r m s s i n c e 

i 9 ? 9 . B e c a u s p o f i n c r e a s e s i  n U n i t e d Kingdom s u b s c r i p t i o n s t o 


u
 l t i l a t e r a  l a i d programmes, t h e f u n d s f o  r b i l a t e r a  l c o u n t r y 

P r  ° g r a m m e s h a v ^ ^ H b l e n by 30 p e r c e n t . I  f t h e b a s e l i n e p r o v i s i o n 

i  s n o t 
 i n c r e a s e i s l i k e l  y t h a t b i l a t e r a  l programmes w i l  l 

d e c l i 
me by 1988 b r t h e r 10 p e r c e n t i  n r e a l t e r m s . The 

F
° r e ign and Commonw S e c r e t a r y e s t i m a t e s t h a t a d d i t i o n s o f 

£25 
m i l l i o n i  n 198 6 - 8  l W  n  ̂  £  3 5 m i l l i o  n i  n 1987-88 w o u l d be neede 

i  n °rder t o m a i n t a i n b i l j c & t a l a i d programmes a t t h e i r 1984-85 

l e v e l . 


T h i s programme f a c e s subs a l c o s t i n c r e a s e s b e c a u s e o f 

th
-e de 
d i n  e i  n t h e exchange v a l u e o f s t e r l i n g . T h e r e a r e a l s o 

nura 

d '
6 r s
° U
  i t e m s , r e l a t i v e l  y s m a l l ^ J ^ P ^ L d u a l l y' d  b u t s i g n i f i c a n t i  n 
t o t a l V 
Co » s u c h as t h e e x t e r n a l s e r v i c e M o f i i t h e B r i t i s  h B r o a d c a s t i n g 

r P o r a t i o n , t h e B r i t i s  h C o u n c i l , a n d ^ t j ^ j l o s c o w / L o n d o n Embasy s i t e s , on 

w h i c h a d d i t i o n a l e x p e n d i t u r e w i l  l have t o be i n c u r r e d f o  r r e a s o n s 
l a 

y c , 1  y b eyond t h e c o n t r o l o f t h e F o r e i g ^ ^ ^ C o m m o n w e a l t h S e c r e t a r y . 


0v 

4. 
 Nev e r t h e l e s s , t h e F o r e i g n and Commonwealth S e c r e t a r y a c c e p t s 
t h 
a t , 
 g i v e n t h e v e r y d i f f i c u l  t p u b l i c e x p e n d i t u r e y i a t i o n , i  t 
w°uld 

n o t be r i g h t t o i n c r e a s e t h e c o m b i n e d p r o v i lor t h e two Pr 

r
8 ammes, a p a r t f r o m c e r t a i n m i n o r a g r e e d a d j u s t m and MISC 1 06 
s o 
e c o mmend. The F o r e i g n and Commonwealth S e c r e t a r y s o u t t h a t 


e c 
  a u s e n  f1  ^ ,  t h e d i f f i c u l t  y o f a c c o m m o d a t i n g t h e i n c r e a s e e r r e d 
t


m P a r a g r a p h 3 above i  t may be n e c e s s a r y t o t r a n s f e r f f r o m 
th« 
e
 0 D  A 

Programme t o t h e D i p l o m a t i c Wing; and t h a t t h i s i  s 


0
 have t h e e f f e c t o f s t i l  l f u r t h e r r e d u c i n g o u r b i l a t e r a  l a  i 

°8ramm e s 


Th, m i n o r a g r e e d a d j u s t m e n t s m e n t i o n e d above t o t a l  : 

+ 1.8 - 0.3 - 0 
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AGRICULTURE 


1985-86 1986-87 1987-88 

y baseline 111 785 805 

have agreed the f o l l o w i n g recommendations w i t h the M i n i s t e r of 

re , F i s h e r i e s and Food. 


There are two main schemes of c a p i t a l grants f o r a g r i c u l t u r e : the 

g f i c u l t u r e and H o r t i c u l t u r e Development Scheme, which implements the mandatory

ovisions of the r e l e v a n t Community D i r e c t i v e ; and the A g r i c u l t u r e and 


l c u
^ i t u r e G r a j ^ Scheme, which gives n a t i o n a l a i d  a t lower rates  to those 

C a rmers who e annot meet the s t r i c t e l i g i b i l i t y c o n d i t i o n s o f , or 


e l  * c t not  t o p ate i n , the AHDS. Expenditure  i n the UK on the two 

schemes combined some smaller measures f o r a s s i s t i n g investment,

am°unts  t o about l i o n a year. 


f = ]
 

3« A new Community l t u r a l s t r u c t u r e s r e g u l a t i o n  i s expected  t o take 

e f f e c t d u r i n g 1985-86. i n i s t e r of A g r i c u l t u r e , F i s h e r i e s and Food 

considers t h a t the l i k e * year cost of a scheme of grants s a t i s f y i n g
the new r e g u l a t i o n  i s  of the order of £82 m i l l i o n ,
minimum requirements 
 p o l i t i c a l l y and otherwise e s s e n t i a l  t o have
H e
 also considers t h a t 
 r e c t e d p a r t i c u l a r l y  t o environmental and
a
 n a t i o n a l scheme  of . .  £8 m i l l i o n  i n 19a
t a b o u t
conservation o b j e c t i v e s :

Alt-v, 

t h e n e  w s c n 
w U l ° K S h emes w i l l replace the e x i s t i n g AHDS and AHGS, there 

a
t W t r a n s i t i o n a l p e r i o d d u r i n g which e x i s t i n g commitments under those
o


schemes w i l l have  t o be honoured.
:ea. 

4. 


Against t h i s background MISC 10

I S 
end t h a t p r o v i s i o n f o r c a p i t a l106 recommc 
grant 
 should be reduced by: 


- 50 - 50 

T h 


- announcement of the reductions should P^mpanied by a statementr e 
 ssur
a mg the a g r i c u l t u r a l i n d u s t r y t h a t  t h not p a r t of a p o l i c y  o f
Ph
a
ructSlnp- r> «­
s o u r 
sc^ - support f o r c a p i t a l expenditure, i n g the way f o r new 

e s
 as envisaged by the M i n i s t e r of Agri cu 


Re£ 
 ^ r c h and Development and Advisory Services 
5. 
 The A g r i c u l t u r a l Development and Advisory Service (ADAS) provides f r e e advic
and l e


Di service S  ii s the subject of a recent r e p o r t byy the new
i t e c t — ~  farmers. I tj.t s tne S U D J B U L  U I a. L C U C U I . L C J J U L L u  tne new 
0 r
eff,- . General, Professor B e l l , which recommends economies through g r e a t e r 


•'••i.ciencyJ a n d a
and p  wider use of charging. The M i n i s t e r  of Agr l t u r e , F i s h e r i e s 

a c c e P t s t n e
V n  i c h •  broad t h r u s t of the recommendations, lementation  of 


e
° n i a d e 1 ^ i n v o l v e primary l e g i s l a t i o n . He also agrees tha t s should 

t o  s e c u r 
°y the . e a great e r measure of funding  of research lopment 

y i e l /  i  a 8 r i c  u l t u r e and food i n d u s t r i e s . These developments time  t o 
b u t t b e
. . Q S a i n ' « . . . . . . . . . ­the f o i f V ' ' " ^ ^ s ;  M i n i s t e r agrees t h a t  i t would be reasona' o f f e r 


owing savings 'on account' 


I t 0 - 10 " ^ j B J V 
Wete0^1"11 ^e made c l e a r when the expenditure f i g u r e s were published tha^Jffl 
thei- , O V l s  i o n a l and subject  t o review  i n the l i g h t  of these reviews ana Jt 

e r
 developments. 
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e j i a  l land drainage 

Given the very h i g h l e v e l of c e n t r a l Government f i n a n c i a l support 


a r t e r i a  l drainage and f l o o d p r o t e c t i o n i  t would be reasonable t o look 

S a v i n g s . MISC 106 recommend: 


- 10 - 15 - 15 

They 
 l s e t h a t the reductions w i l  l have a d i s r u p t i v e impact on the 
work 
G  ^-grammes of drainage a u t h o r i t i e s , and t h a t the forthcoming 
r


e e 
  n Paper should not imply t h a t f u r t h e r cuts are envisaged. 


2SS££lLe£fect 
7. 
 A f t e r agreed a<.djustments and minor changes, the recommendations 

n e
 l  d the f o i l  i  n  g savings: 


- 36 - 78 - 112 


\ 
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ANNEX F 


ENVIRONMENT 


OTHER ENVIRONMENTAL SERVICES 


1985-86 1986-87 1987-88 
s e l i n e ( e x c l u d i n g l o c a l 
c u r r e n t expenditure) 653 672 688 

tments  to baseline - 46 1 1 

Total; 
adjusted baseline 607 671 	 687 

The above figure re net of r e c e i p t s . The Secretary  of State f o r the
Environment be t h a t there  i sa prospective s h o r t f a l l of r e c e i p t s .  I f
this occured, ^ l i n e p r o v i s i o n were not increased, there would be heavy
pressure on provr for gross expenditure. Moreover, there  i san inescapable
addition for the ^onservancy Council  t o f u l f i l  l i t s s t a t u t o r y
obligations, and f o r expenditure on research on r a d i o a c t i v e waste
disposal and acid 

MlSC 106 recommend es on the adjusted baseline o f : 
17 + 10 0 

S e c  ]r " " ^ 1 - e t a r y of State f o r tflPEnvironment  i s prepared  to endorse t h i s
e c

 e n d a
r . t i o n  , on the basis of the e x i s t i n g , p o s s i b l y o p t i m i s t i c , f o r e c a s t of
e c e
 

o u t - i 1 1  ' * " 8 , HHee wouldwould,, howeverhowever,, wiswishh  to 
ook f o r r e c e i p t s w i l l be c l e a r e r . 

t o review the p o s i t i o n next year whenthe 


I I  . 	 URBAN PROGRAMME ( i n c l u d i n g | i t u r e by other departments) 

1985" 1986-87 1987-88
Su 


r v e 
  y b aseline 366 	 379 

t n e  c o n c u s n s
^ t h a i ^ p ^ ^ ^  ° ^ l  i ° 	  °f the meet the M i n i s t e r i a l Group on 


te  y n 1 6 O c t o b e  r ( M I S  C
comm  ° 104(84)2nd Item 2) MISC 106 

end the f o l l o w i n g r e d u c t i o n s : 


- 30 - 55 
Th 
a c C r e t a r y
q u i  ° ^ State f o r the Environment  i s r e l u c t a n t l y prepared  t o
e
 
v - C e  l n  t n
e r y i s  . He p o i n t s out however t h a t cuts on t h i s scale w i l l be
S t 
  

of  . o n  g l y c r i t i c i s e d as the Government t u r n i n g i t s back on the problems 

n e
c i t y  ̂  y p i t i e s ; and t h a t	 they w i l l worsen r e l a t i o n s wit?
a


 o r
real t i t i e s . Against t h i s , the Urban Programme has dov 

e r m  s
 since 1979, a l a r g e r increase than f o r any oth 
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A N N E X G 


SOCIAL SERVICES 


HEALTH AND PERSONAL SOCIAL SERVICES (HPSS) 

1985-86 1986-87 1987-88 

baseline ( e x c l u d i n g l o c a l 

c u r r e n t expenditure) 13954 14657 


l a t e r a l discussions, the Secretary of State f o r Social Services and 

c r e t a r y , Treasury, agreed t h a t there would be ad d i t i o n s  to baseline 


of the c a s h - l i m i t e d p a r t s ofthe HPSS; and th a t there were 

a n t l a l a n 
f a m i i  d v i r t u a l l  Y unavoidable a d d i t i o n a l bids on the demand-determined 

P r a c t i t i o r i e  r
Was  s e r v i c e s . The t o t a l  of the net bids from these sources 


as f o l l o w s : 


+ 353 + 498 + 886 
These f i g u r e s as^m< 
 t e r e f f i c i e n c y savings than  i n previous years. 

2
- Although the S 
 of State had o f f e r e d savings  i n the b i l a t e r a l 
discussions, MISC  1 0 ered t h a t  i n view of the general p u b l i c expenditure 
s i t u a t i o n  i t was n e c e s s ^ y ^ 
 look f o r more. A f t e r d i s c u s s i o n , they agreed 


w
 i t  h the Secretary  of S t %  ̂ 
t they would j o i n t l y recommend  t othe Cabinet 
measures producing saving 
 05 m i l l i o n  i n 1985-86,£160 m i l l i o n  i n 
1986-87 and £ 2 1  6 m i l l i o n J-U^ 8. With the savings agreed  i n the 
D Uateral discussions, t o t a l gs are: 


- 155 - 211 - 289* 
d i t i 0 n s a v i n 
s t i n  '  g s measures agreed f o r these years  i n e a r l i e r surveys but 
to be announced amount  t o about £90 m i l l i o n  i n each year. 

The main sources  of these saving f o l l o w s : 

( i ) 
 Changes  i n the Pharmaceutical g u l a t i o n Scheme  t o reduce
a l l 
owable costs ( i n c l u d i n g sales promoC d p r o f i t s from the sale of 

Q r  u g s  t o the NHS. 


trP Anew system of r e s t r i c t i o n s on the a i t y of minor drugs,
c r 
  a n q u u i i 
s e  r 
 s and sleeping p i l l s under the N 


A s u b s t a n t i a l e  i n e  i n 1985­dent A s u °stantial  increasincrease  i n  incomincome  i n 1985-^^^^ti NHS p r e s c r i p t i o n and 
c n 
w i  n a r g e s , i n c l u d i n g a r e s t r u c t u r i n g  of den&LWcharges. These changes 

n o  t
• j h  a f f e c t those categories  of p a t i e n t s c u r r e n t l y exempt from charges,
e

U 6 S t n ^c r i a r  g i n
i n t h  ^ °  ° g p o l i c y f o r l a t e r years w i l l be considered 


e
 review  of primary care c u r r e n t l y underway. 

( i v ) 
 Reductions 
 i n net p r o v i s i o n f o r c a p i t a l spending. 


I I  . SOCIAL SECURITY 

SU 1985-86 1986-87°nrvey bas e l i n e ( e x c l u d i n g l o c a l 

a u t h o r i t y c u r r e n t expenditure) 
 39410 41521In ­thej

^ n e  a t e r a l
Chief Q  discussions, the Secretary of State f o r Social Se 

e c r e t a r 
g r e a s e s y » Treasury, agreed t h a t there were large and unavoit
 
e m e t 
higher tak ° ^ » mainly because of changes  i n economic assumptions 


e
-up of b e n e f i t s . The t o t a l  of bids was as f o l l o w s : 
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1985-86 1986-87 1987-88 

+ 737 + 881 +2062* 


i n c l u d i n g £520 m i l l i o n accepted by the Chief Secretary as not 

r e q u i r i n g o f f s e t t i n g savings. 


Although the Secretary of State had o f f e r e d savings  i n the b i l a t e r a l 

sions, MISC 106 considered t h a t  i t was necessary  t o look f o r more. 


^~ght  i t reasonable not only  t o seek savings from s p e c i f i c measures 

0  ° e announced s h o r t l y but also  t o ask the Secretary of State  t o f i n d 

r t
 
s ^  ^ ^ ^ ^ i n g  s once he had completed h i s review of the s o c i a l s e c u r i t y
If* 
to .^ne Secretary of State f o r S o c i a l Services has agreed  t o commit himself 

° f i n d i n g the f o l l o w i n g l e v e l  of savings w i t h i n the s o c i a l s e c u r i t y

Programme MISC 106 j o i n w i t h him  i n recommending them  t o the Cabinet: 

n
 

- 218 - 585 - 735 

6. 
 The mam sou these savings are as f o l l o w s , 


( i ) Legislatio^J0^±he c u r r e n t Session to extend the payment by

employers of s t a t u r S j t a ^ k c k pay from 8  t o 28 weeks w i t h e f f e c t from 

A P r i l 1986. The C h  ̂ ^ t o  r and the Secretary of State have agreed
eellor an 

n a
 a r r a n a e A A  are charged N a t i o n a lt the- c u r r e nc u r r e ntt a r r a na g j I ^ K ununder which employers

^surance c o n t r i b u t i o n s ' t u t o r y s i c k pay should be ended from 

A P r i l 1985. This w i l  l employers' e x i s t i n g costs by £35 m i l l i o n 

a year. 


â Ĥ  A c t i o n on housing costs ( p a r t i c u l a r l y f o r young people on board 

n
 l o d ging accommodation, but also b e t t e r c o n t r o l  of the costs of 

e s  i d e n t i a l care f o r e l d e r l y people)., 


Ciii) Postponement of the a b o l i t he r e t i r e m e n t pensioners' 

earnings r u l e . 


Civ) Changes  i n invalidity savings a f t e r 

r e s t o r a t i o n  o f the present 5 per 

(v) _ Measures  t o be announced f o l l o w i n g t a l S e c u r i t y

reviews now underway. 




ANNEX H 


B R  I T I S H GAS CORPORATION (BGC) AND ELECTRICITY SUPPLY INDUSTRY (ESI) 


EXTERNAL FINANCING 


1985-86 1986-87 1987-88 
l i n e 

- 396 - 495 - 507 
-1022. -1337 -1370 

Total 
 -1418 -1832 -1877 


2 

The i n d u s t r i e s submitted the f o l l o w i n g bids f o r a d d i t i o n s  to t h e i r 


x t  e r n a l f i n a n c i n ^ i L i m i t s . 

BGC 
 + 159 + 237 + 389
ESI 
 + 24 + 298 + 570 


Total 
 + 183 + 535 + 959 


s i g n i f i c a n t p a r t of t l L , s was  t o finance' higher payments of c o r p o r a t i o n 

ury sought reductions compared  t o baseline  of
^ h e C h i e f S e c r e t a r 
BGC'- y » 
and ESI combined as f o l 


- 400 - 600 -1000 


j The Secretary of State f o r Energy has hel d discussions w i t h the Chairmen0 

• i n d u s t r i e s s t h a t ^ids could be reduced, by a
corrtb' » < - ' . « o  anan dd  considerconsiders 
l n a t i o n  o f
f r  . n  e f f i c i e n c y and other s and p r i c e increases, t o the 

b l o w i n g e x t e n t . 

BGC 
 - 115 - 272
ESI 
 -.130 - 472 

T o t a l 
 - 245 - 744 

Th 

el ^ ^eductions would be l i k e l y  t o i n v o l v e incre 44 per cent  i n
e c 
  

r : L C : L t 
not y p r i c e s and 6 per cent  i n gas p r i c e s  i n I 6. The i n d u s t r i e s have
b
 

but the Secretary of
S t a t  f 1 1 e x p l i e i t about p r i c e increases  i n l a t e r ye!-™», ..i.^ ^._i.c 1_a.i..y U J .e


Price Energy t h i n k s  i t p o s s i b l e t h a t there would be increases  i n e l e c t r i c i t y

S o f
P r i  4-4 per cent  i n both 1986-87 and 1987-88, and higher increases  i n gas 


• TV* 

combi A reductions  i n paragraph 3 would mean the f o l l o w i n g

b a s e l i n e f o r the two i n d u s t r i e s : 
- 62 - 85 


- 1 0 6  c o n s e
these t i d r t h a t these reductions f a l l short of the coi on which 

e x  P e n d > °  i " n d u s t r 3  ' e s ought  t o make towards improving the o v e r a l l pub' 

a r e i t i o n T h e  y  c o n s i d e
° S
t t a i  a b i  • P . * r t h a t f u r t h e r cost savings ought" 
n
 

e
 m i n d u s t r i e s w i t h turnovers of the size of about £10 b i l l  i 
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I ^ ^  f  ̂ab°ut £7 b i l l i o n (BGC) . They consider that the industries should 
m ^ M e asked to contribute reductions, after tax, of the order of £2.2 b i l l i o n 

e
^ J  »  r the survey period, rather than the £1.6 b i l l i o n which the Secretary
• •jj State for Energy has offered. I f , for purposes of illustration, the 

l ^ i l ^ i o n a l savings were spread evenly between the industries and over the 
^ F  ̂ M period, the savings would be increased to the following levels. 

- 170 - 300 - 400 

•x.180 - 500 - 650 


T o f c  a l
 - 350 - 800 -1050 


.The reductionsAJn paragraph 5 would produce the following changes 

l n t n e
 combined e for the two industries.
1baselinbaseline 

- 167 - 265 - 91 


\ 
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ANNEX I 


HOUSING 


1985-86 1986-87 1987-88 

l M ^ u r v e y baseline ( e x c l u d i n g l o c a l 

• ^ p ^  t h o r i t y c u r r e n t expenditure) 


^ ^ ^ j  L grosgrosss expenditure 3807 3876 3940 

l y  e s i r e c e i p t s -1300 -1300 -1300 


d i t u r e 2507 2576 2640 

stments* + 153 + 118 + 80 


u s t e l T b a s e l i n e 2660 2694 2720 


I n c l u d i n g - 30 a year on account of increased p r i v a t e sector finance f o r 

the Housing Corporation. 


Although the s u  W  ̂ ^ i g u r e s f o r the housing programme are net of r e c e i p t s ,. s o ^ y 
the b e t t e r measu j c t i v i t y under the programme  i s gross expenditure. For 

t h i s reason the d ^on  i n paragraphs 2 t o 10 below  i s l a r g e l y  i n terms of 

gross expenditure, i r ,  i t must be remembered t h a t how l o c a l a u t h o r i t i e s 

(the JLes) d i s t r i b u t e expenditure w i t h i n t h e i r c a p i t a l 
main spending a Jthem. The f i g u r e s  i n t h i s Annex f o r i n d i v i d u a l
a l i o ^ e r e f o r e represent best estimates of how l o c a l
c a t i o n s  i s a matte__ 
y behave, not c o n t r o l f i g u r e s which the Government
components of the progr 

a u t h o r i t i e s would a c t u a l l y

can be c e r t a i n w i l  l be d e l 
HP O v e r a l l p o s i t i o n Environment b i d s f o r a d d i t i o n a l
2. O v e r a l l , the Secretary of State 


+ 3 5 0
gross p r o v i s i o n o f : 50
+  2
 

+ 400 

H e
 would expect t h i s  t o be d i s t r i b u t adly as f o l l o w s . 

^ 6 W d w ellings and conversions • 50
Re + 


novation and r e p a i r s + 350
Home improvement grants 0 


MISC 106 recommend the f o l l o w i n g r e d u c t i ' gross p r o v i s i o n : 

- 380 - 560 


They 
would expect these  t o be d i s t r i b u t e d bro lows. 

N e 
  

c
w dwell
New -ings and conversions - 200 - 400
Reno\
Horary011
 a n  d  r e P a i « + 50 + 50 


improvement grants - 230 - 210 

S e c r e t
The 
 : t h jt h j ^ a p l a u s i b l e
d i s  t  . K a r  y of State f o r the Environment agrees t h a t * i s

u t i o n
i n ,  ! f o r 1986-87 and 1987- tjimates t h a t
,-88, but not f o r 1985-«»• ^ 

n
 f o r 1984-85,
1985-86, a l l o w i n g f o r mandatory grants and ™ " £ ^  f  3 ^ 
 so t h a t
w l l l  D  e
expenditure on home improvement grants  " J  1 0 below)t
 

i 

maximum r e d u c t i o n on b a s e l i n e (paragraphs 9 and 10 

E l  3 0 m i l l i o n . Since  i t would not be p o s s i b l e father  t o red 

JJ new d w e l l i n g s and conversions w i t h o u t a " ^ l e t  e tnoratorx 


9 8 5  - 8 6 , l o c a l a u t h o r i t i e s would  i n p r a c t i c e have  t o ^ u c e ^ x p

^ o v a t i o n . The outcome would then be a r e d u c t i o n , r a t h e r 


5 0
 m i l l i o n  i n such expenditure  i n 1985-86 
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^ H - J w e l l i n e s and conversions 

Gross expenditure c o n s i s t e n t w i t h the baseline p r o v i s i o n would be: 


1323 1327 1323 

would a l l o w between 25,000 and 30,000 new s t a r t s a year. The Secretary  of 

*"e f o r the Environment does not consider t h i s adequate.  I n h i s view, w i t h i n 


^ r a l  l increase  of 190,000 households a year, there w i l l be a net increase 

000 households a year who w i l l have  to look  t o the p u b l i c sector f o r 


i o n because they cannot a f f o r d owner occupation.  I n the l i g h t  of 

expenditure s i t u a t i o n he does not press f o r an increase  i n 

efficient  t o a l l o w t h i s number of new s t a r t s ; but he regards  i t 
as nec 
 to make p r o v i s i o n a l l o w i n g f o r upwards of 40,000 new s t a r t s a
year. 


$• MISC 106 do not accept t h i s view. They consider t h a t the estimate of
75,000 
new households allows f o r many categories who have no strong c l a i m t o
hous'
l n  8  i n the p u b l i c sector.  I t  i s the Government's p o l i c y  to switch 

Provision from^gr l i e  t o the p r i v a t e s e c t o r .  I n t h e i r view,  i t would be 

E f f i c i e n t  to p rm between 15,000 and 20,000 s t a r t s a year. 


^ l _ _ a j ^ h o r i t  y r e ! r e p a i r s
7 ' ' 
Gross expendi s t e n t w i t h the baseline p r o v i s i o n would be: 


1020 1075 1130 

^ e Secretary 
of State f o nvironment regards a s i g n i f i c a n t increase on
*h*s l e v e l 

hous as necessary. s out t h a t the l o c a l a u t h o r i t y stock  of 


l n 8 i  s ageing. Moreover,' as  come o l i g h t t h a t some 125,000
D r  e f a h " " ^ " a - a u i e u v e i  M T  i a  s  r e c e n t lr e c e n t l yy come  tto i i g n c t n a t some lZi>,UUl 

r i C a t e d
and t h  r e i n f o r c e d concrete houses  i n England are s e r i o u s l y d e f e c t i v e ,


L t  w i u
ho„o^at  .  c°st about £1.5 b i l l i o n to deal w i t h them. Some i n d u s t r i a l i s e d
u 
ws i n  o i • , .	 — —  • — * "  ».»*»•«»« 

l n t h e
S e r i 0 u .  middle of 1960s s u f f e r s from major s t r u c t u r a l defec 

conn-;^ d e  s i g n f a u l t s and bad planning have produced a p p a l l i n g housing
-ions  i n the la r g e c o u n c i l esta ch as Ronan Point type blocks. 
" u l t i o n s  i n «--u~ 1  1 1 „ - . . . .

8 
 MISC 106 
agree t h a t some increase n d i t u r e on renovat i on and r e p a i r s 
; s d e s i r a b le.scale But they do not b e l i e v e reases  i n expenditure on the 


f f o r d e d . The e x i s t i n g
b y S e c r e t a r y  o f S t a t e
P r  ° v i s i o n P ° S e  d

( : 0 y e r  s
w h i c j 1 

S ^ ° n e xpenditure on r e p a i r s .nance of lower p r i o r i t y
i
could be c u t ,  i f necessary,  t o al l o w 	 ety work  t o be done. 

•igPJgvement	 grants 


x P e n d i t u r e c o n s i s t e n t w i t h the baseline prot would be: 

450 	 450


The 
e 	  r e  £ a r  y fS t a t  e r
n e  e d s  ° f °  the Environment considers t h a t £600 m i l l i o n a year
c
 

stock A spent  i n order  t o ensure t h a t the c o n d i t i o n of the privately-owned 
d e t e r
c i r  c u m s t e S i o r a t  e o v e  r the survey p e r i o d . I n present economic 


t n a woa n c e  s  h e s
t	  i Prepared  t o l i v e w i t h the baseline p r o v ^ i ^ > even though 

b e nn i  s
p e r  i o d  U f  **-kely,  i view,  t o lead  t o an increase o v l ^  ̂ survey


°t some 100,000 d w e l l i n g s  i n serious d i s r e p a i r . 

10 
 MISC 106 
do not accept t h i s view. They agree t h a t i d i r g l ^ ^ j i homeexpendi
Movement
What c a r , v j r a n t s  i s d e s i r a b l e . But what  i s d e s i r a b l e must giveV 3b e
imprm,  a f forded. The State has no o b l i g a t i o n  t o subsidise rep^ 

h7~-0Vements
a s
 i c am " " " • t ° o w n e r - o c c u p i e d housing (mandatory grants f o r the add' 


enitlP
s. -s are a d i f f e r e n t m a t t e r ) . Their proposals would allow' 63{Pend 
n h e
* n	 ° m
c o s t 1 " ^ 6  ° improvement grants  t o continue  at broadly the same,


erms, as before the upsurge  i n expenditure  i n 1982-83 and 1983­

± 3 d 0 3  S 
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I  t i  s common ground between MISC 106 and the Secretary of State f o r 

nvironment t h a t the baseline estimates of r e c e i p t s should be increased, 

Jig reductions i  n f o r e c a s t net expenditure o f : 


- 300 - 100 0 

Ef_fecj planning t o t a l s 

A l l o w i n g f o r a d d i t i o n a l r e c e i p t s and agreed adjustments, the 

e c r e t a r y of State f o r the Environment's proposals would i n v o l v e a d d i t i o n s 


t  o
 baseline o f : 

+ 103 + 368 + 480 


The Group's r e c o d  ̂ ^ ^  t i o n  s would produce reductions o f : 


- 527 - 452 - 480 
Of. 


