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» U „ C h  e fcf^tlon of Che 1985 P u b l i c ^ T V c T Z ^ X 
f i r s  t ,taMLk,e I M  S Survey i  s now t h  e 

». THU paper .  ̂ f e t  " t h  e posUioo . .  . ^ J ^  " . 

the p u b l i c expend i tu re p l a n n i n g t o t a l s  , running 

three years 1 9 8 6 - 8 7  ̂ W k l  ̂ - 8 9  • 

EXPENDITURE BASELINE 

i ; „  « Fnr 1986-87 and 1987-88 
3- The s t a r t i n  g p o i n t i s the Survey b a s e l i n e . F ri t u r e  w h i t e P a p e

Vbase l ine equals the f i g u r e s i  n the 1985 * t t  JJ" _ a d d i t i o n a l 

(Cmnd 9428) p lus the changes annjged i  n the B u a g 

employment measures and h ighe r | J  |  v e  s - t o g e t l u . 

adjustments. ^̂ ^W 


/ iB^I^he b a s e l i n e fo r i n d i v i d u a l 
4 - For 1988-89 we agreed to c o n s O f M  ̂ T " • ion f o r 1987-88 (except m 

1Programmes by adding 2* per cent to l ^ ^ ^ 
s

 aggregate p lann ing 
^  e case o f Fa lk lands c o s t s ) ; but c o n s i d e r a t e 
t o t a l f i g u r e was l e f  t u n t i  l now. 
DEPARTMENTAL EXPENDITURE BIDS ^ 

a d d l t l° n a^S , . , • „ „  , hids^lfou ' td be made on ly i n d SJl5 - Al though we agreed t h a t  i n d i c a t e d , put h a v  eef c e p t i o n a  l c i rcumstances Departments have, as 1 nav s  e 
^ w a r d s u b s t a n t i a l b ids f o r e x t r a P ' O V » i o n o n t h e  i ^P

 T h e  

t h e  y 

a r  e summarised i  n Annex A. I  n t o t a  l net o  i 1988-89. I  n a d d i t i o n 
r ^ from £4* b i l l i o  n i  n 1986-87 t o b i l l x o  n i n " H S ? * , i  n t h  e 


n a t i o n a l i s e d i n d u s t r i e s ' b ids for a d d i t i o n a
 t h  e 

^ v e s t m e n t and F inanc ing Review - which w i l  l be ^ % *  b  on _ C o B l l u i t t e  e

^ n i s t e r i a  l S t e e r i n g Committee on Scon<mic S t r a t egy S u b ^  P 
1^onomic A f f a i r s ( E ( A ) ) ve ry soon - t o t a  l £ nt|H | > sa l s f o r 

between  E l /  2 a n  d  £ 3 /  . b i l l i o  n i n the two l a t e r years *
 A 

J  ̂ f  ̂ l a n  d 
a d d  i t  1 0  n a  l p r o v i s i o n fo r l o c a l a u t h o r i t y cu r r en t e x p e n d i t u r  ̂ ^  g 



t0 
h a v e „  » « „h i c  h r„ a"o^o";of°IuiUt1™i0inb e e n v n d
 
u
t h e G r e a t B r i t a i n provision i n 1 9 8 6 - 8 7 , ana P " ^  ^ 

t h e t w o l a t e r years. 

( ^ R O P O S A L S FO R E X P E N D I T U R E T O T A L S 


«  » c o n t r o l o f p u b l i c s p e n d i n g i  s c e n t r a l t o o u r e c o n o m i c s t r a t e g y , 
a n d  ̂ e s s e n t i a l i  f we a r e t o m a i n t a i n a n y p r o s p e c t o f r e d " " n g t h e t a x 

O u r d i s c u s s i o n a t C h e q u e r s o f p u b l i c s p e n d i n g pr ior i t ies 
c <  ̂ t  e  d o n t h e b a s i s o f t h i s f u n d a m e n t a l p r e m i s e . 

8  F o r l  l E k  t h  e b a s e l i n e u p l i f t f o r i n d i v i d u a l p r o g r a m m e s o f ^  J P  « 
t l
« n t w a s d e l i b e r a t e l y s e t somewhat b e l o w the e x p e c t e d r a t e o f » " - f 

^ l o w  m a r g i  S B K  e a d j u s t m e n t o f p r i o r i t i e s between p r o g  « •a


P r o p o s e we L w  f  r  J l  t h a  t t h e a g g r e g a t e p l a n n i n g t o t a l f o r t h a t y e a r 

s h o u l d i  by ^ Q f c  n  t a b o v e the l e v e l o f t h e p r e c e d i n g y e a r  n 
r s e


w i t h t h e M e d i u m T e r m F i n a n c i a l S t r a t e g y a s s u m p t i o n for t h e r a t e o f 

i n f l a t i o n i n 1 9 8 8 - 8 9 . This g i v e s p l a n n i n g t o t a l s o f : 


t £ b i l l i o n 


1 9 8 6 - 8 7 1 9 8 7 - 8 8 1 9 8 8 - 8 9 


1 3 9 . 1 1 4 3 . 9 1 4 8 . 2 


• A h e  I a n y a d d i t i o n a l b i d s we may 
I' I h a v e c a r e f u l l y c o n s i d e r e d  * t e t h a n b y s e c u r i n g 

e v e n t u a l l y a g r e e t o a c c e p t c a n b e f inanced ^ ^ n 

h r


 m a i  

o f f s e t t i n g r e d u c t i o n s i n s p e n d i n g mggmmeb. v e  s t o R e s e r
 
a U

P o s s i b i l i t i e s . F i r s t  , we c o u l d * F j |  " W a t i s a t i o n ( " s p e c i a l s a l e s o l 
P r o g r a m m e s . S e c o n d , h i g h e r p r o c e e d s W j l C  s a t i v  e i t e m w i t h i n t h e 
a s s e t s " )  i n p r o s p e c t ; t h e s e s c o r e l ^ T J g a t i v a r e


P l a n n i n g t o t a l . WjJL. 

T H E R E S E R V E 


\l' A t B u d g e t t i m e we r a i s e d t h e R e s e r v e s ?n0Th? t h r e e f o r w a r d y e a r s ,  |o»gj « £ ? b U U o n 
^ s t a r t i n g w i t h 1 9 8 5 - 8 6 , t o £5 b i l l i o n , £6 b i l l i o n ? ^ 


C S
^ P e c t i v e l y  . Now we a r e r o l l i n g t h e P - -  " ^ c o m i n  g t h e f i r s  t 
u

W n
 ^  h t h e p r e s e n t R e s e r v e p r o v i s i o n i  s £6 b i l l i o n  ; 


'  i  s t o o  t o  c o n f i d e n c e how v, r . f *  J  b i l l i o n J1 U  s o o n  s a y w i t h  m u c h v t h e £5 ^ 
e s
 c o n t  ^Tl *  * r v  f r  1 8 . 8 w i  b e s p e n t . B u t i  t i  s f " f  y t t o l i m i t e o 9 5 6 U


h ° P ^ f o r s i g n i f i c a n t u n d e r s p e n d i n g ; a n d t h a t we m u s t

a c c e
 s  s t o c a s e s w h e r e i  t i  s q u i t e u n a v o i d a b l e . djfV 
£ O i v e n w h a t we s a i d a t t h e t i m e o f t h e B u d g e t abc,«t t h e n S f e . £ 

a  d  e  q u a t e R e s e r v e s , a n d i n t h e l i g h t o f w h a t h a s h a p 




then, X do not t h i n  , we - » '"{"^" S S S  ̂ ^ M WlfE?* 
n SST ̂  r r « %  h i n  l U U o n 5 l n l l  9 8 6 - 8 7 an , 198,-88  i s now a v a i i a o l eb 1 

to a l l o c a t e from the Reserve  to programmes. 

^PECIAL SALES OF ASSETS 

I . , . l a r e e d p r i v a t i s a t i o n programme t h a t wef p p n13 . Successful comple t ion  o f the enlarge P f f o r  g p e c i a l 

now envisage should mean t h a t the e x i s t i n g p knowing p r e c i s e l yVJLof assets are exceeded, bu we are  ona n d d e p e n d sby  control. But Ihow much. The t i m i n g  o f sales  i s s u  i  propose 
market conditions and other f a c t o r s o u t s i d e ou a n  d i b i l l i o  n£ 3  

we should assume sales t o t a l l i n g £ 4 * b i l l i o n  , t« 
° v e r the three years  o f the Survey. 

r e c e i p t s  p r i v a t i s a t i o n and 
asset s a l e  | l l  i c  h are  o f course  fo r t h e i r impor tan t  to 
w W h i l e A a v e always accepted t h at h a tt  r e c e i p fromf o  Hdesirable

Awards a c h i e v i n g the p u b l i c expend i tu re contro l total , « _ J ^ 

^ c o g n i s e - as t he markets and commentators " ^ ' J *  1 * ™

^ not  the tax  on  a " h . 1
enableMpfceduce  burden  g  n t i a l l y 

T h l  S

 1 3 f̂ e They
 a 

P o u n d - f o r - p o u n d  \  ̂  add  to tne demands on ' thenon- recu r r ing na ture and p a r t l y because they add  J O cn 

f i n a n c i a l m a r k e t s  ̂ K f l b v i o u s i m p l i c a t i o n s f  or i n t e r s t r a t e 

^ s e t sales  i n no w a  Q B k  p i e  h the need  to ma in ta in th< t i g h 

Prac t icab le c o n t r o l o ̂ ufl^ expendi tu re proper . 


1 5 . M o r e o v e r , even alloĈ r s o * . a d d i t i o n a l - - ^ r S r ^  T 

R i d i n g p u b l i c expend i tu re  to the t o t a l s I ^ - ^ 0 resist , and the 
a d d i t i o n a l b ids w i l l  , as I have i f l f c a t e d , be very ^ 
° P t i o n s a v a i l a b l e  to make room A M  a  m are l i m i t e d . 
W x l I , 1 am a f r a i d , be another d i r  W H  ̂ o n e . 

RUNNING COSTS AND MANPOWER 

6U ,Improving the  which Departments^JJf&̂ ĥ- e f f i c i e n c y  P  ^ conductand «™>#Ottfi
themselves must con t inue  to be a v i t a  l o b j e c t i v e H F O  R 


- f e d e r a t i o n  o f B r i t i s h I n d u s t r y have « g « g b £ t o t h  e S u r v e y  . 
^ e E i r s t time runn ing costs are f u l l y  t h i r unn ing c o s t se r

Departments were asked to propose cash  t a r g e t „( h 

0 V e  r the three Survey years aga ins t the backgWun d  o f ou r  a i ^ 

f ° " t h  i n these costs  i n aggregate should be h e l d * per ce 

•••we d l e v e l  o f i n f l a t i o n  i n each  o f the three years On P ^ ^ 

D e  Par tments were asked  to examine the scope fo r f u r t h e r s 8
 t h  e 

P r ° P o s e  i i e p l a n n i n g t o t a l for 1 A p r i l 1989, «a n n d  c a t i v  
e s  t pub l i shed manpower t a r g e t s . ^̂ R̂d̂. 



The p r o v i s i o n sought fo r runn ing costs by Departments compared w i t h 
the t a rge t s proposed, i s : 

1986-87 1987-88 1988-89 

%>^%>^kk P r o v i s i oP r o v i s i o nn soughsoughtt bbyy 
ee^^Jb^^JbPP  PPaa rr tmtmee nn tt ss + 6.3% + 3.0% + 2.5% 

AssumeAssumedd GrosGrosss DomestiDomesticc 
ProducProductt d e f l a t od e f l a t o rr leslesss 
ii PePerr cencentt + 4.0% + 3.0% + 2.5% 

u The o v e r a l l increase  o f 6.3 per 
18. The def l fc l s are set out  i n Annex B. ine ^  y e a f i u r er g s 

cent  in 1986-87 proposed  i s unacceptably hign, fo rward f i r s  t year 
w i l  l only V m a i n . s a t i s f a c t o r y  i f we are able  to c a r r y
reduct ions flPaVQie l a t e r yea r s . 

19. The m a n p o j Q i  ̂  " w h i c h , c l e a r l y are ^ J ^ ^ ^ S S . 0 4 

the running costs b i d s - are a l so set out  a t Annex ^ & s u b s t a n t i a l 
1988 and 1989 a r e  T j ^  r t a b l y l a r g e , g iven  ™ _  wherever 
contingency marg in , and the Treasury w l l l ^ l O O g f o r  s a v i n g S

 c o s t  s 


Possible s p a r t  o f l  ̂  s  f r  u t i n  y  o f Departm. 
P r o v i s i o n . 

a 

a l r  n20- Discussions  a t o f f i c i a  l l e v e l are " d ^ ^ i g r o n e r e v e  r p o s s i b l e ,r  i w n  

r e d u c t l o  " St u n i n g costs f i g u r e s ,  t o seek  ^ r s f o r each Department.a 2 e t 

t o reach agreement on tough but r e a l i s t i c ^ . H JuneM i n i g t e r s
l n t h  e Light  o f the conc lus ion "  J k  e  d  a t tne • o f f i c i a l s  t o look 
f e t i n  g on l o n g - t e r m u n e m p l o y m e  n t ^  * a s K e ^ s p e c i f i c a l l y 
c a r e f u l l y  a t any runn ing costs a  ̂ j P  ̂  T r v i c e s whose cost  i sf s e  

the |̂gg™st 0 the c o n t r o l  o f f raud and  to  .  these areas are nowt h a  t

" h o l l y recovered by fees , w i t h a ^ ^ f * ! "  " n i n  g cos t s . 1 in t endf o r r u n  

g iven  h igher p r i o r i t y w i t h i n
 o v e r a i  \ t 2 i L ^ o f f s e t t i n g manpower anda

t 0 Press Departments d u r i n g the Survey to 
r u n n i n g costs savings elsewhere wherever posoi 

PAY ASSUMPTION ^ V  ̂  L 

o! . . .  , r h  ̂ S  r l  y autumn the pub l i cn
2 1  - I n recent years we have considered  i n tnw' > f i n a n c i a l year . 
s e r v  l c  f a c t o r  or pay assumption f o r t h e  , 1 0 1 a t h  e i f r n ee p a y  d f e e c 

spending programmes have been reduced ( c l a  w a ^ ^ 
between the f i g u r e agreed and the u p l i f  t f a c t o r or g 
the Survey p r o v i s i o n f o r t h a t year . 

22. I suggest t h a t once again we consider  i n Sep e K L̂̂ BV̂ A. vear whetherW 

k n e w or 

t 0 adopt  assumption f o r 1986-87 t a k i n g acc un J * a p a y  B u t  s 

- v i s e  d f e t o r  s such'as the i n t r o d u c t i o n o runn ing co ^ M P  |  a n om w 

6 V e  n  i f we do then decide  to adopt and p u b l i s h a pay a ^ * ^  o r  o f 

< l e  « t ha t  i t i d not c r e d i b l y be less than the cash Pc o u  

I cent u n d e r l y i n g the 1986-87 b a s e l i n e . So l P P y e a r ' ^ Q f c e y . 
n o  w t ha t there w i l  l be no "clawback" exe rc i se dv 



^ SURPLUS LAND AND EMPTY HOUSING 


• We have already set in hand action to make a success o £ our surplus 

a n  d
 empty housing i n i t i a t i v e  . This depends on Departments drawing up 

^ ^ R K  i s t i  c plans to dispose of almost a l  l of their present surplus holdings 
V J ? e end of 1987-88. I look, to colleagues for their f u l  l co-operation 

^^W^eeing taut targets for disposal in the Survey. 

CONCLUSION 

24  •T

invite colleagues to agree: 
a " l f ^ ^  ̂  C e x  P e n <  l i t u r  e planning totals of £ 1 3 9 . ] b i l l i o n , 
£ 143.9 b i l l i o  n and £148 .2 b i l l i o  n respectively for the three years 
1986-87 t o 1988-89; 

k* R e S 6 I  ^ ^ ^ ^ ^ L ^ ^ Million, £6 b i l l i o n and £7 b i l l i o n respectively 

c that we am^^L adopt the approach to the targets for running 
costs, manpower, surp lus land and empty housing set out in 
P a ragraphs 1 6 - 2 3 ^ b o m : 

d* that I should report back to the Cabinet in early autumn when I 

a v  e
 completed discussions with colleagues on their individual public 


expenditure programmes, and on their targets as in c. above. 


Treasury Chambers 

8  J u
 l  y 1985 



bbCRt  1 

° A b t L I N h AND BIDS ON DEPARTMENTAL PROGRAMMES 
• x c l u d l n q l o c a l a u t h o r i t y r e l e v a n t c u r r e n t , n a t 1 o n a l i t e d
and t e r r i t o r i a  l consequences I 

I n d u s t r i e * 

1986- B7 1987-88 1988 -89 
B o » e l i n e Add

l e s s
 B ids 

Red Req 
B a s e l i n e Add B i d s 

l e s s Red Req 
B a s e l l n e Add B i d s 

l e s s Red Req 

tc 
'BA'BA'BA'BAPPPP 

18,658 

1,296 

603 

640 

424.0 

6 4 . 5 

49 .3 

60 .0 

18 ,861 

1,317 

619 

830 

594 .0 

83 

50 

. 1 

. 1 

170 .0 

19,033 

1,350 

635 

850 

9 0 5 . 0 

9 8 . 3 

7 1 . 8 

100.0 

tttt A oA oA oA o  * i* i* i* i  cccc 
StfcStfcStfcStfcyyyy 

1,277 

713 

53 

524 .2 

32 .0 

2 . 3 

1,304 

699 

54 

535 .0 

46 

2 

. 1 

.2 

1,337 

717 

56 

539 .7 

2 6 . 3 

1.3 

1.162 

78 

57 .4 

163.6 

980 

-43 

5 6 . 6 

135 .9 
1,004 

-44 

5 5 . 8 

4 5 . 2 
294 - 0 . 5 293 -0 .5 300 0 .0 

3 ,704 

1,955 

2 ,424 

-120 

- 1 9 . 8 

134.0 

728 .0 

13.5 

3 , 9 0 1 

1,995 

2 , 5 2 6 

-128 

-24 .3 

158 

1,013 

.0 

.0 

23 .5 

3 ,999 

2 ,045 

2 ,589 

- 1 3 1 . 

8 7 . 9 

2 2 2 . 0 

9 0 0 . 0 

3 3 . 5 

° ' f i° ' f i° ' f i° ' f i rrrr 848 125.2 860 125 .9 882 121 .6 
1,061 

574 

5 6 . 9 

6 0 . 1 

1,104 

610 

53 .8 

80 .7 
1,131 

625 

6 9 . 2 

117 .6 
3 ,416 

333 
96 .5 

17.17.55 

3 ,505 

342 

109 .5 

27 .3 

3 ,593 

350 

104.0 

3 7 . 9 

be U , >  » * 

1^,945 

M . S 4 7 

"~~""~17-114-

4 ,300 

1,708 

4 ,464 

1,825 

366 

473.473.00 

1 ,006.1 ,006.44 

-"-—-52.1-"-—-52.1)) - - - -- - - - -

16.16.44 

2 .2 . 88 

40 .40 .00 

148.148.44 

49 .49 .99 

15 ,622 

4 3 , 5 5 3 

1 ,226 

4 , 3 7 3 

1,735 

4 , 6 0 3 

1,842 

396 

525 

1,266 

.8 

.3 

"74 

27 

2 

63 

153 

46 

5

.4 

. 1 

.5 

.0 

. 1 

" '

16,012 

44 ,642 

"1- ,25T 

4 ,482 

1,779 

4 ,717 

1,888 

406 

9 5 8 . 4 

1 , 7 1 1 . 5 

135 .'3

0 . 3 

0 .0 

9 3 . 0 

114 .1 

4 4 . 5 

' * 

4 , 3 7 7 . 6 5 ,398 .8 6 , 5 9 4 . 2 

Q U b i  < f o r NHS pay 



NNING COSTS 
m B I D S - OVERALL POSITION 

1985-86 

£m 

Chief 

target . Proposed 

D ' f f e* . 
f e n c e s 

(1(1))	 .. 11 A p r iA p r i ll 19819866 
m nm n  dd 94?94?RR „„ 

^ n p^ n p 0 W e0 W e  JJ ee Partn,entsPartn,ents''^̂ 88

(( ? )? )  cc 5 9 8 . 9 25 9 8 . 9 255 

99 11 nn(3(3)) [ w[ w ,,	  6 , 0 06 , 0 0 00 
r t n , er t n , e " t s" t s '' „„ 

mm ^ 9 i n^ 9 i n )) 99 C O r ,C O r , t 1 n g e n ct 1 n g e n c yy 

D l f ^ r  5 9 6 , 7 93e n

 (3'1}n
S 1 ^ a i	  " 2 . 1 3 2r

8 , 1 3 2 


1986-87 1987 -88 1988-89 

£m £m fin 

14 ,631 ( + 4 . O X ) 1 5 , 0 7 0 (+3%) 15 ,446 ( + 2 . 5 * ) 

14 ,958 (+6.33S) 1 5 , 4 1 4 (+3X) 15 ,808 (+2.5%) 

+327 +344 +326 

1 A p r i l 1987 1 A p r i l 1988 1 A p r i l 1989 

5 9 1 , 9 3 9 580 ,447 

8 . 5 0 0 1 0 , 0 0 0 

5 9 5 , 4 3 0 5 8 8 , 5 5 4 5 8 9 , 7 8 4 

+3 ,491 +8 ,107 

5 , 0 0 9 1 ,893 


