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The C a b i n e t  l S ^  o  n 11 J u l  , to public
 ^l^~^^

£139.1 b i l l i o  W f c  .  9 b i l l i o  n and1 £148.2 b i  n T jP


three years 19sClk0 1988' 89- -17 individual expenditure discussions with*fcj#Wnisters responsible on individual ex P 

Programmes and t o  ̂ J ^  ̂ back. 
• * - K rnlleaeue s on a l  l the major 2. I have now h e l d  W  V more meetings with colleag ^ & ^ ^ 

b e e  DProgrammes and some i L J # i ' '

from achieving the agreW ̂  targets. 


THE EXPENDITURE POSITION 


3 . v.  A ^ T some programmes. Details are shown 
J Agreements have been reached^|r some v & d their proposals r e d u c e 
W Annex B. In some other cases colleagues 1 ma y tor extra provision. More meetings ar^ t aKing
b  e
 able to report further p r o g r e s s ^ ^ g ^  " 

v 


# F j .  e in total seeking 
e s a r  r o  g
In the non-agreed  P r a r a m e  % " ! ^ 2 L e r s n o o t  s on the agreed 

additions to programmes which would imply over ^ b i l l i o n in 

Planning totals of £3 b i l l i o  n in 1986-8T J J f i  f , S s that these 
d  s t r e


1988-89. The d e t a i l s are shown at Annex A  . I shout ^ s p e c i a  l 

implied overshoots are after taking c r e d i t  ̂  * *P * n o t e  d  t h  e 
a s  s e t  s and the transfer to programmes from F h e  ̂ |  e 

 a  t

I'11 July discussion. 

 I  t i  s therefore e s s e n t i a l for colleagues greatly to J J * ^ ' ^ * , l 
demands i  n order to meet our expenditure  ° b J e c t l V e  " ' ^ b a s e l i n e  . I  t i  s 

»»«t continue to press for substantial reductions ^ ^ " J  ̂  

e s  s e n t i a  l that as a Government we not only set ^ " Q ^ ^ i ^

expenditure within what can be afforded but also take in 

 o  n 


l i m M
^ d i v i d u a l programmes necessary to adhere to those T O  » 

NATIONALISED INDUSTRIES C^J k 

!• The M i n i s t e r i a l Steering Committee on Economic[ " " " g y  ̂ J J  ̂  ^ 
ef eSub-Committee on Economic A f f a i r s (E(A)(85) 14th Meet « ^  a 

^ e g a t  e external financing requirements of ̂ hose n a t i o n a l i s e  J £ W
deluded in t h i s year's Investment and Financing Review snoul 

t 



b a s e u n  e  i n . 3 6 - 3 7 , a n d he ld . 5  0 m i l l i o n ̂ J^ -^ i^ rLs ' ne^ese 

J h  a  t they w i l  l be achieved, the g a p / ™ a i n  ™ | " J ^ 8 ' 
9 f e " '  t o be r e so lved  i n the case  o l some industries. 

^ U N M | l G COSTS 
\  „ m opt an  announce l i m i t s for7. We have told Parliament that we w i l l set andd a ^ i t e oM n i s r f 

departmental running costs and in h i s minute l d bet h e s e  s h o u
 

25 September the Chancellor of the Excheq».r propojed hat ^ ^ 
totals set without disaggregation into s e p a r a  « P  e d p a y 

other c o s t e ^ i d without recourse  to a c e n t r a i i y r o  1 l e a e U  e s or. t h i s 

basis, we agreed in Cabinet that the Survey  a i i o  n (ie 4 peri n f l a t 
  

u r e a s e s tJ^alf .percentage point below the  r t e of i ^ ^ 
cent in 1 9 8 6 - ! ? #  % h e l i m i t s have to be tight & 
administration ^ X f c a v e to be r e a l i s t i c , so that we do 
wholesale breache ^ ^ J j-ng 1986-87. 

over
B. The aggregate ^ S f i  ̂ t m e n t a l bids in 1986-87 represents a, increase 

t h  e p r o v i s i o  n f  ̂  9  j ^  8  6 of about 7 per « n t . One lac 
Departments are b i d d i n g ^ f r V a d d i t i o n a l manpower some £ ^ c ^ .  * f r a u d  ,
J u s t i f i e d by the Government's emphasis on extra s t a i r 
for f e  e - p a i  d services or to implement poUcy Chang.«ch « ^ 
Prosecution Service. The manpower bids are already

l a r & ePublished target for 1988 and there w i l l be a  °J; t . 
Apartment of Health and S o c i a l | t f | r i t y yet to be considered. 


9 u . „5WWtting running costs below the rate 
.  I f we are to meet the target of J « " l ° *  c i v i l Service 


°t i n f l a t i o n - and our announced m a n p o w e r taig s e t t l e d running

numbers - i m u s  colleagues w i t F ^ n o j l  n ave y t r a n s i t i o n 


g f o r


t a s k


costs to look c a r e f u l l y at t h e i r b i d £ « ^
 m u s t  b e  n o 


to running costs l i m i t s needs careful preseotatioi ^ 
suggestion that the Government  i s going soft: or> pay o ^ 
'bange in the Government's wish to see P f j R ^ n t i a r r o achieve the 
the expected f a l l in i n f l a t i o n . This m a k e ^ t W s e n t i a i  to 
lowest possible figures for the increase in r  ̂ ^  g cos . 

SURPLUS LAND AND EMPTY HOUSING 


1 1 0 8
10, We have made s a t i s f a c t o r y progress on this  j " ^ ^ ' " ^ " "
 
a r «
  * g 8 
s t i l  l proceeding in some cases, but I presently  e * p " ' Q 8  | _ 8 7 a n  d 


^ r g e t s for disposal well  in excess of £100 m i l l i o n for both 1986 
1987-88 to be agreed; with a further £100 m i l l i o n in 1988-89. 
NEXT STEPS 

11. 1 believe  i t w i l l be possible to make some ^ ^ b " ? "  8 ^ ^  "
 c o s t  s 


continuing b i l a t e r a l exchanges, p a r t i c u l a r l y in " l a t i o n to r u n « * 

U
 ^ t s  . But given the substantial gap between c o l ^ a g u e s « P j W | L 
™ * the t o t a l expenditure l i m i t s to which the Government has  V % 
committed i t s e l f , the Cabinet w i l l now wish to take stock of the r S o j  ̂ 



1

and to consider whether , as i  n recent yea r s , a smal l group of M i n i s t e r s 
should be convened under the chairmanship of the Lord Pres ident of the 

^Counc i l to examine o u t s t a n d i n g d i f f e r e n c e s and to make recommendations on 
>M0V they might be r e s o l v e d . 

J MCG 

Treasury ChambeS^ 

 October 1985 



1 / 1 0 / 8 5 
P E S 1 9 B 5 « P O S I T I O N REACHED AT *1 OCTOBER 19B5 £ « l 1  1 Ion 

CHANGE FROM B A S E L I N E 

1 9 8 6 - 8 7 1987 —88 1988- •89 
B a s e l i n e D E F T B I D S B a s e l i n * D E F T B I D S B e t e l I n  t DEPT B I D S 

C n « n g e s 

F	 1 8 , 5 5 8 4 2 2 1 8 , 8 6 1 5 9 5 co~	 1 9 , 0 3 3 897 ODA 

1 , 2 9 6 64 1 , 3 1 7 82 1 , 3 5 0 98 

603 3 6 
E C  . 619 39 635 57 

640 10 830 320 850 100 

1 , 2 7 7 3 3 8 1 , 3 0 4 346 1 , 3 3 7 346 

713 9 6 9 9 7 717 5 

53 0 54 0 56 0 

1 , 1 6 2 - 1 3 E C Q  D „ 980 12 1 , 0 0 4 - 2 5 

78 2 0 7 - 4 3 219 - 4 4 126 

294 27 293 37 300 40 

3 , 7 0 4 - 7 4 3 , 9 0 1 - 2 0 7 3 , 9 9 9 - 1 2 5 

1 , 9 5 5 2 5 1 , 9 9 5 34 2 , 0 4 5 53 

2 , 4 2 4 744 2 , 5 2 6 1028 2 , 5 8 9 957 * * * * 

- 1 2 0 7 - 1 2 8 0 - 1 3 1 0 

848 135 	 860 130 882 128 

L C D  * 1 , 0 6 1 8 7 1 , 1 0 4 77 1 , 1 3 1 94 
574 21 610 39 625 72 

3 , 4 1 8 168 3 , 5 0 5 182 3 , 5 9 3 198 
333 15 	 342 23 	 350 27 

1 4 , 9 4 5 4 0 9 1 5 , 6 2 2 484 1 6 , 0 1 2 870 
4 1 , 5 4 7 1203 4 3 , 5 5 3 1579 4 4 , 6 4 2 1771 

1 , 1 1 4 6 5 1 , 2 2 6 86 1 , 2 5 7 147 
4 , 3 0 0 7 4 , 3 7 3 	 4 , 4 8 2 20 1.2 
1 , 7 0 8 - 2 1 , 7 3 5 -1 1 , 7 7 9 - 4 
4 , 4 6 4 5 3 4 , 6 0 3 76 4 , 7 1 7 105 

0 300 0 400 0 520 
1 , 8 2 5 165 1 , 8 4 2 168 1 , 8 8 8 144 

366 
" * E U Chr 	 56 396 46 406 51 

2 6 , 0 3 2 
0 	

601 2 6 , 3 0 1 600 2 6 , 9 5 9 240 228 300 0 0 400 
171 0 - 2 0 7 - 2 5 0 - 2 1 0 

508 382 	 - 1 5 0 
392 333 	 402 309 	 198 194 318 - 4 1 - 4 7 0 	 326 - 5 0 2 7 2 - 3 9 0 3V0 - 4 0 0 400 

- 2 , 2 5 0 - 2 2 5 0 - 2 , 2 5 0 - 1 2 5 0 - 2 , 2 5 0 - 1 2 5 0 

6 , 0 0 0 - 1 0 0 0 7 , 0 0 0 - 1 0 0 0 7 , 0 0 0 0 
0 0 0 0 1 , 1 2 7 - 1 1 2 7 - 2 5 2 0 - 2 4 9 0 - 2 5 8 0 

1 4 3 , 8 9 4 4903 1 4 8 , 2 0 0 5 3 2 5 
r<1> $g**«t,nt r e a r h  ̂  

T H * E<LA>	 nlSl* "> " ( l a t e r a l  * 
< 2  >	  a F o 1 ", Th«.8p* CSTB p r o n d l ?  6 " ^  7 '2 3 r * *  d -  Wears t h e f i f l u r e s 

t a i  " 9 *  t	  E n e n d P ' l u  s  t h'  DAFS  I n d u s t r , , *  , 9 l * " s u a l t e r  r i r t o  r i ml consequences . 
8 n 	  a r* « WOAD are i  n ll" V*ur** * t h o s e aoreed bg E ( A ) on 3 J u l y . 

n b a s e l i n e s o f b o t h IBAP/AFF Homestix; and S c o t l a n d / W a l e s . 



ANNEX B 


N O T E S ON A G R E E M E N T S R E A C H E D I N B I L A T E R A L S 


£ m i l l i o n 


l *
 P C O _ p t h e r + 36 + 39 + 57 


The 
settlement includes increased provision t o o f f s e t increases i  n overseas 


°°St s 
»  a " d for BBC external services. I  n the Last year an extra £20m 

s
 included t o compensate for the ending o f loan repayments by Yugoslavia. 


£ m i l l i o n 


2 ' E C + 10 +320 +100 


1 1 1  6
 figures r e f l e c  t higher forecast UK contributions t  o the European 

Co t t l m i n i t i e s  > 


£ m i l l i o n 


3 * ^ £ ^ g g g _ a n d I n d u s t r y - 13 + 12 - 25 


**.  * t changes include increases f o r a i r c r a f  t and aeroengine project 

d i s t a n c  e t  o tne shiphuilding and s t e e l industries-, and r e d u c ^ 


a i  r
^ u i r e m e n t s f o  r the Government Emergency Communications

^ o e n g i n e projects and manpower. The settlement also includes o f f s e t t i n  g 

savings on regional p o l i c y . 


£ m i l l i o n 


t 

' ECGTJ 
 +207 +219 +126 


The 
agreed bids cover the higher forecast costs o f the i n t e r e s t support 


^gramme 

by r ° escalation scheme. Offsetting savings w i l  l be achieved 


l n  S banks' margins and making increased use of the c a p i t a l markets. 




t m i l l i o  n 


5 ' ^ J s a r e n t - TH -207 -125 

• t savings have heen agreed, r e f l e c t i n g reduced r e t i r e m e n t s and the 
^ l i t i o  n of rehates t  o employers from the Redundancy Fund (due t  o he 
b u s s e  d i  n E(A) on 3 Octoher). Reimhursement of maternity pay v i l  l 
«•*> ». Kept a t 90 per cent f o r the next two years. These savmgs are 
" t U U  , o f f s e   hy Mds of m i l l i o  n r i s i n  g t  o £15 5 ^ i o  . a year, t


^ 1988-89 over h a l  f i  s f o r the expansion of YTS announced i  n the Budget. 

f m i l l i o n 


6* ^ansjjort + 25 +3h + 53 


The 

n e
 t change Includes increases f o r national roads, l o c a l c a p i t a l and 


S r U n n i n g
t h  c°sts o f f s e t hy savings from fees, other programmes and 

l n t r o < i u c t i o n  o f E F L
 treatment for l o c a l a u t h o r i t y transport companies 

^ U i o  n a year). The agreement on the programme as a whole i  s 


^ onal on securing colleagues' agreement t  o the l e g i s l a t i o n needed 

introduce EFL treatment f o r l o c a l a u t h o r i t y transport companies. 


£ m i l l i o n 


T  >
 P S A + 7  0 , 0 

f i r s  t year increased provision has "been agreed f o r maintenance, 

r
^ *s and the I n t e r n a t i o n a l Conference Centre. Increased allowance 


a l s  o been made f o r Parliamentary b u i l d i n g (scored against other 

^ t m e n t s )  . 


£ m i l l i o n 


8. T ' 

^ S Q g W e l l o r ' s Dept +21 +39 + T2 

The 
agreed changes r e f l e c  t the increased costs o f legal aid and 

^ i n i  s t r a t i o n Q  f l e g a  l a i  d b  y t h  e ^ society. A c o n f i d e n t i a l review 
l e  g a  l a i  d c o n t r o l  s w i l  l  t e s e  t u p  # 



£ ml 111 on 

9* i ^ y l  l SupernTimin+̂ r.Ti + 65 + 86 +ll»7 

e
 figures r e f l e c  t higher forecasts of the cost of payments t o c i v i  l 

S e r v  i n 

c  e
 Pensioners and t h e i r dependants. 


£ million 


10' Wales _ 2 - 1 - k 

The 
e
 Welsh block v i l  l he s e t t l e d according t o the usual formula. On other 


spendin 

g net reductions have been agreed f o r the Welsh Development Agency 


th
-e Development Board for Rural Wales. These savings are p a r t i a l l  y 

o f f  s e  t hv • 


°y increases for housing revenue account int e r e s t payments. 


£ million 


1* fe^ggn I r e l a n  d + 53 + 76 +105 

The Nov+v 
b urxnern Ireland hlock w i l  l be s e t t l e d on the basis of the normal 


^/formula arrangements. The agreed additions represent higher forecast 

costs of <= • 


s o c i a l security and housing revenue account i n t e r e s t payments. 


SECRET 



