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1985 PUBLIC EXPENDITURE SURVEY

Memorandum by the Chief Secretary, Treasury

ation of the 1985 Public Expenditure Survey Report the
e 1985 Survey is now completed. Once again, the
ristic of this stage in the Survey has been the

bids for higher spending by virtually ever
Department, g P g by y Y
25 : o
the Th1§ paper s ises the position reached and makes proposals for
th Public expendi anning totals, running costs and manpower in the
Fee years 1986-87 -89.

EXPENDITURE BASELINE

35 i

2 bThE §tart1ng point is the Survey baseline. For 1986-87 and 1987-88
(CmndaSE11ne equals the figures in the 1985 Public Expenditure White Paper

employnga) plus the changes an@id in the Budget - additional

ad Meént measures and higher es - together with a few minor
Justmentsg,

4,

Pro rFor 1988-89 we agreed to cons he baseline for individual
theg dmmes by adding 2% per cent to e vision for 1987-88 (except in
tOtacase of Falklands costs); but con ion of the aggregate planning

figure was left until now.

DEp
ARTMENTAL EXPENDITURE BIDS @
S.

ExcEptiihDUgh_we agreed that additional bids ould be'maQe only in
Stwaid “&é circumstances Departments hgv?, as I haye indicated, put

are SummSU_StanFlal bids for extra provision on their programmes. These

s froarlsed }n %nne¥ AriisTndtotal (net_of'red?ced requirements) thy

Nationaps £4% billion in 1986-87 to £63 billion in 1988289. 1In addition
Investme s lnd?strles' bld? for addltloyal extanal nce in the
inigqo ot and Financing Review - which will be discu the

COHO;?rial,Steering Committee on Economic Strategy Su Lttee on

Etwee;c ?ffalrs (E(A)) very soon - total £1 billion in and

add; ¢ £/ and £3/4 billion in the two later years. An sals for
11’-101-13]_ .

Provision for local authority current expenditu

f

ngland
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have noy been agreed which will require an addition of over £% billion to

E:e Great Britain provision in 1986-87, and probably of similar sums in
€ two later years.

PROPOSALS FOR EXPENDITURE TOTALS

Firm control of public spending is central to our economic strategy,
Ssential if we are to maintain any prospect of reducing the tax
: + Our discussion at Chequers of public spending priorities was
ed on the basis of this fundamental premise.

?I . . - . - - .

diff'I recognise that some bids for additional provision will be very

esgelc?lt to resist. Notwithstanding these pressures I believe it to be
Atial for the success and credibility of our policies that we should

h
°ld the pl ng totals in 1986-87 and 1987-88 to the baseline levels.

the baseline uplift for individual programmes of 2% per
ely set somewhat below the expected rate of inflation to
e adjustment of priorities between programmes. I

hat the aggregate planning total for that year

nt above the level of the preceding year, in line
ncial Strategy assumption for the rate of

is gives planning totals of:

A £ billion

1986-87 1987-88 1988-89

139.1 143.9 148.2
gl
eVenti have carefully considere her any additional bids we may
offseta} Y agree to accept can b ced other than by securing
poSSibFL?B'reductions in spending mmes., There are two main
prograllltIES. First, we could all art of the Reserves to
aSSetsﬂ?es' Second, higher proceeds ivatisation ("special sales of
pl : are in prospect; these score gative item within the

anmng tOtal.

THE RESERyE @
10,

then At Budget time we raised the Reserves fofthe three forward years,

re3pe2§?rting with 1985-86, to £5 billion, £6 billion and £7 billion
Which t;v21y' Now we are rolling the process forward, with 1986-87 (for
Year € Present Reserve provision is £6 billion) becoming the first
11, ;
Reserig ;S too soon to say with confidence how much of billion
Ope £, Or 1985-86 will be spent. But it is already cl t we cannot
ACcegg ¥ significant underspending; and that we must cont limit
O cases where it is quite unavoidable.
12 :
MG
adequa;:eﬂ what we said at the time of the Budget about the n@
Reserves, and in the light of what has happened so far é
2 A
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@ then, I‘C‘O not think we could prudently publish plans for the new forward
Years with Reserves of less than £5 billion, £6 billion and £7 billion.

: is means no more than £1 billion in 1986-87 and 1987-88 is now available
o © allocate from the Reserve to programmes.

PECIAL SALES OF ASSETS

Su?cessful completion of the enlarged privatisation programme that we

NVisage should mean that the existing planned figures for special

of assets are exceeded, but we are a long way from knowing precisely

Davles WUCh: ‘The timing of sales is sti%l to be settled and depends on

ety iond1t1ons and other f?ctors ouF51§e our con?ro}. But I propose

iy 2 uld assume sales totalling £4% billion, £33 billion and £3% billion
the three years of the Survey.

ave always accepted that receipts from privatisation and
ich are of course desirable for their own sake) count

tow . ; ¥ iy
reczrd? ach the public expenditure control total, it is 1lmportant to
do ngnlse P markets and commentators undoubtedly will - that they
o8 Ot enable educe the tax burden on anything like a

u“d“fOY—pound

This is partly because of their essentially

d partly because they add to the demands on the
bvious implications for interst rates. Thus
ish the need to maintain the tightest

ic expenditure proper.

i?éheroreover, even alloWing for some additional room for manoeuvre from
Must wa:SSGt sales as well as from the reallocation from the Reserve, I
holdin n co?leagues Fhat we will face very considerable difficulties in
additiﬁnPUblfc expenditure to the totals I propose. Some of the

OPtione al §1ds will, as I have ated, be‘v?ry hard to resist, and the
will, | avallab}e to make room m are limited., This year's Survey
J am afraid, be another di one.

R

UNNING COSTS AND MANPOWER

16, i

themsiTprovlng the efficiency and econo
Confeag ves.m“SC continue to be a vital o
the fieratl?“ of British Industry have re
epartrSt time running costs are fully inte into the Survey.
Over tEEnts were asked to propose cash targets their running costs

8rowtp ?nthree Survey years against the background of our aim that the
assumeq 1 these cgsts in aggregate should be held % per cent below the
epartmenivel of inflation in gach of the three years. On manpower,

Propoge S were asked to examine the scope for further savings and to

ok I:‘r-m indicative planning total for 1 April 1989,&ar beyond the

h which Departments conduct
ave of policy, as the
observed. This year for

ublished manpower targets.
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1 g : ;
t;‘ The provision sought for running costs by Departments compared with
€ targets proposed, is:

1986-87 1987-88 1988-89
@ Provision sought by

epartments + 6.3% + 3.0% + 2.5%

Assumed Gross Domestic
Product deflator less
S s n v 4.0% + 3.0% +: 2:5%

18. The

cent in 1
Wlll 0nly
Teduet ions 0

ls are set out in Annex B. The overall increase of 6.3 per
proposed is unacceptably high, and the later year figures
satisfactory if we are able to carry forward first year
later years.

ig° The manpo
lge Tunning cost
¢ Ba.and 1989 are
Ontlngency margin,

- which, clearly, are an important determinant of
- are also set out at Annex B. Those for 1987,
ortably large, given the need for a substantial

e Treasury will be looking for savings wherever

Posgq : ?

- }b?e as part of s@utiny of Departments' proposed running costs
p ovlslon.

20.

runniglscussica@ at official level are alrgady in.tfain to clarify tbe
and ogrcosts figures, to seek reduct10n§ in provision wherever possible,
In the 1280h agreement on t?ugh but realistic ta?gets_f?r each Department.
Meeting oght of the conclusion regiped at the Prime Mlnlsterts.ll June
carefyry 0 long-term ?nemployme ave ask§d Treﬁsury off1c1315.t? look
to the cz at any running costs a ower bids wh%ch relate Spec1F1cally
whol1y re“tf01 of fraud and to th ing of services whose cost is
Covered by fees, with a vi nsuring that these areas are now

8iven : S : :
to pre: higher priority within overal ls for running costs. I intend
Tunnin S Departments during the Survey d offsetting manpower and

8 Costs savings elsewhere whereve ible.

PAY ASSUMPTION

21
BerViiz recent years we have cons%dered in thél)f autumn tl:le public
And Speng?y factor or pay assumption for the following flnanc1a} year.
etveen thng programmes have been reduced ("clawbaQK?) by the difference
the Busve e flg?rg agreed and the uplift factor originally used to create
Y Provision for that year.
22,
to adépiuggest that once again we consider.in Septembe
revigeq i Pay assumption fo? 1986—8?3 taking ac9ount o
even i¢ wecsors such aﬁ the introduction of‘runnlng cost
Clear Fhat 10 then decide to'adopt and publish a pay as sump
Ber Gen it coulq not credibly be Les§ than the cash upl1
NOW thae thu“dEr}ylng the 1986-87 baseline. So I propose tha
ere will be no "clawback" exercise during this year'

year whether
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SURPLUS LAND AND EMPTY HOUSING

23. e have already set in hand action to make a success of our surplus
“d_ﬂnq empty housing initiative. This depends on Departments drawing up
listic plans to dispose of almost all of their present surplus holdings
€ end of 1987-88, 1 look to colleagues for their full co-operation

» eeing taut targets for disposal in the Survey.

CONCLUS 1 oN

2 Shootot

a1 lnvite colleagues to agree:
A ic expenditure planning totals of £139.1 billion,
£143 ion and £148,2 billion respectively for the three years
1986~ 88-89;

f £5 billion, £6 billion and £7 billion respectively
ears;

adopt the approach to the targets for running

€osts, manpowe lus land and empty housing set out in

Paragraphs 16-2
d, that I should report back to the Cabinet in early autumn when I

have completed discussions with colleagues on their individual public
€Xpenditure programmes, and on their targets as in c. above.

iEETR
Tt‘eagury Chambers 9$

8 July 1985

&
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B?SEL]NE AND BIDS ON DEPARTMENTAL PROGRAMMES
excluding local authority relevant current ,nationalised industries
and territorial consequences |

1986-87 1987-88
Baseline Add Bids Baseline Add Bids

less Hed Req less Red Req

et 18,858 424.0 18,861 594.0
* Othey 1,296 &4.5 1,317 83.1
603 49.3 619 50.1

640 60.0 830 170.0
1,277 524 .2 1,304 535.0
713 32.0 699 46.1

53 2.3 54 2.2
1,162 57.4 80 66.8
8 163.6 -43 135.9

294 -0.5 293 -0.5
3,704 -19.8 3,901 -24.3
1,958 134 .0 1,995 158.0
2,42y 728.0 2,526 1,013.0
-120 13.5 -128 23.85
848 125.2 860 126.9
1,061 56.9 1,104 £3.8
574 60.1 610 80.7
3,418 96.5 3,505 109.5
333 17.5 342 27.3
14,945 473.0 15,622 525.8
4 41,547 1,006.4 43,553 1,266.3
THA g o+ ] PR TR B
4,300 16 4,373 27 .4
1,708 2.8 1,735 2.1
RERTT) 40.0 4,603 63.5
1,825 148 .4 1,842 153.0
366 49 ¢ 396 46.1
------- V37778 5735878

ANNEX A
1988-89
Baseline Add Bids
less Red Req
19,033 905.0
1,350 8.3
635 71.8
850 100.0
1,337 539.7
717 26.3
56 1.3
1,004 665.8
=4 45.2
300 0.0
3,999 87.9
2,045 222.0
2,589 900.0
-13L 33.5
aez i21.¢6
1,131 69.2
625 117.6
3,593 104.0
350 ar.v
16,012 958. 4
by, 642 1,711.5
ST IR e b Ty eelaneratantn b S St

4,482 0.3
1,779 0.0
4,717 93.0
1,888 114.1
406 44.5
6,594.2
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ANNEX B
RUNN1Ng
€OSTS Awp MANPONER BIDS - OVERALL POSITION
1985-86 1986-87 1987-88 1988-89
£m £m £m £m
Chies S
€Cretapy
ta S Proposed
- 14,068 14,631  (+4.0%) 15,070 (+3%) 15,446  (+2.5%)
Depay .
= Proposals 14,068 14,958  (+6.3%) 15,414 (+3%) 15,808  (+2.5%)
Dif
b5 +327 = +344 . U SR
1) 1 April 1986 1 April 1987 1 April 1988 1 April 1989
°°nt1N::nma"5 (excluding
2) : n) 598,925 591,939 580,447 5
Ontin
(3 1Y margin 6,000 8,500 10,000 .
) Dellar ;
[EXC] u Proposayg
mﬁr‘gin) coﬂt'lngenc
Dife 596,793 595,430 588,554 589,784
Nce L
Resiy >0 -2,132 +3,491 +8,107
Ua]
(i a b1°l'lt1 ency Margin
" Concedeq) 8,132 5,009 1,893
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