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CABINET 

PUBLIC EXPENDITURE SURVEY 1985 

^Memorandum by the Lord P res iden t o f the Counc i l 

At t h e i  r meeting on 11 Ju ly the Cabinet decided ha t the p u b l i c 
l o ne x p e n d i t u r e l B K f  c t o t a l s should be £ 1 3 9 . 1 b i  ll _ f  "  J 9 8  ^ l n v U e  d 

£143 .9 b i l l i o  n for".1987-88, and £ 1 4 8 . 2 b i l l i o  n f o r 1988-89, and 
the Chie f Secrelary, t  r e a s u r  y to pursue b i l a t e r a  l d i s c u s s i o n s o 
expendi ture programmes w i t h the M i n i s t e r s r e s p o n s i b l e . On 3 October the 
Chie f s ec re t a ry Treasury r epor ted p rogres s . The Prime M i n i s t e r i n v i t e d 
« to JrSe c h  : i 3 H \ .  P M i n i  . t e r i .  l Group on P u b l i c xpen i t  u 
(MISC 120) to c o n s i d e T J  ̂  a k  e recommendations on those i s w h i c  h 
no t been r e so lved by t h  ̂ h T e  f Secre ta ry Treasury and spending 
M i n i s t e r s concerned (CC(85) 24th Conc lus ions , Minute 4 ; CC(85) 28th 
Conclus ions , Minute 4 )  . 

2. This memorandum sets out ^ c o m m e n d a t i o n  s o f « S  C " 0  . I should 
l i k  e to express my g r a t i t u d e b o  l M l  t h  e members of the Group and 
spending M i n i s t e r  s who have a p p  l  i e  d before us f o r the care and 
thoroughness which they have b rou fh t to the task . 

3- A l a rge number of programmes w e  ̂ f c  e  d i  n b i l a t e r a  l * » ™ »  i o M 


between the Chie f Secre ta ry , Treasury and the spending ^ t e r  s 

concerned. The e f f e c t s on the Survey b l l f c a r e s  e out i n Annex A 


b r i e  f d e s c r i p t i o n s o f the p o l i c y i « P " » J ^ « " ^ " / o  f programmes t o 
w e r e  . however, l e f  t w i t h an u n p r e c e d e n t e d l  M ^  e numbe TO t p g 
cons ider , w i t h aggregate b ids above the a g r T e d ^  s e  l ine i n the y 
remaining a t some £ 3 . 4 b i l l i o n  , £ 4 . 7 b i l l i o  n W d ^£5.7 b  i i on 
^ s p e c t W e l y  , a f t e r a l l o w i n g for the lower Reserves and la rge a d d i t i o n a l 
asset sa les 'p roposed by the then Chief Sec re t a ry , Treasury i  n Ju ly and 
changes agreed b i l a t e r a l l  y between the Ch ie f Sec re ta ry , Treasury and 
spending M i n i s t e r s  . A tf^ 

I n order to a s s i s t the Group's s u b s t a n t i v e d i s c u % M | ^  n the 
r e n s e eI n d i v i d u a l programmes, the Chief Sec re t a ry , Treasury # ^ ™ 

Prospects for r e c e i p t s from asset sales and the s i ze o f X t h e  r 
^ s e r v  e i  t would be prudent to keep i  n hand. He a l s o c o n s  f  e r  f  l whether 
i  t would be a p p r o p r i a t e , i  n the l i g h  t o f the l a t e s t p r o j e c t i o n OX 
i n f l a t i o n  , t o make some smal l adjustment t o the p l ann ing totaJ 
c o n s i s t e n t l y  Government's d e t e r m i n a t i o n t o h o l d tha t " t a  i w i t h t h e

b road ly cons tant i  n r e a l terms. He concluded tha t the f o l l o w i n  ̂ ^  s  , 
though not w i t h o u t r i s k  , would be p o s s i b l e . 



£ b i l l i o n 

1986-87 1987-88 1988-89 

Reduction i  n Reserve 0.5 0.25 0 

Increase i  n r e c e i p t s from 
asset sales 0 0.75 0.5 

Increase i  n p l ann ing t o t a  l 0 0 0.5 

5. 1 t o r e p o r t t ha t the Group - - m a d  e major s t r i d e s towards 

^ n ^ L ^ f c T,:T::A ^ivizi  ^ of the  two 
years , ana a 1 t t i  e over £3 b i l l i o  n i  n the t h i r  d Changes i  n the economic 
P ro j ec t i ons r T ^ e  l the s o c i a l s e c u r i t y a d d i t i o n a  l b ide by about 
E0.2 b i l l i o  n I f c S k  l i o  n and £0 .7 b i l l i o  n i n each o i the th re . years , 
somewhat reducing the ex ten t o f the Group's task On the bas is o f he 
Group's p r o p o s a l f t h e r e  ̂  o u l  d be excesses o f about £ 0 . 1 b i l l i o  n i  n each 
the f i  e  s  . However, the housing programme i s s t i l  l  " n * e r r s t t w o y  a r  

d i scuss ion a n d  ̂ x c e s V j k h  e order o f £1 b i l l i o  n would remain n each 
Survey year i  f the a d d i #  n  f  l b i d by the Secre tary o f Sta te f o r the 
Environment were a l l o w e d . I w i l  l r e p o r t the p o s i t i o  n <W««J t o  " e 
Cabinet . Since the Group discussed the s o c i a l s e c u r i t y programme i  t has 
a l so become c l e a r t h a t l a t e  r e s t i m a t i n g changes r e f l e c t i n  g l a t e  r 
assessments o f c l a iman t numbers a n x l o f the r a t e o f take up °  [ 
w i l  l add f u r t h e r t o our problem^ffcrhaps by as much as Ej b i l l i o  n by 
t h i r  d Survey year . There thus remain d i f f i c u l t i e  s m h o l d i n g t o the 
agreed p u b l i c expendi tu re p l a n n i n a ^ ^ ^ J-S. 
6 ' recommendations on the a g  ̂ ^  a m m e  s are summarised i  n 

n  U 6Paragraphs 7 - 2 1 . A l  l f i g u r e s are i  n « - j i ^  "  ™  , l l a  r aues t ion B

and f u r t h e r d e t a i l s are p rov ided in A n o  A  t  o L . A p a r t i c u l a r 
a r i ses about Scot land which is s u m m a r i s e d ^ g j | r a g r a p h 1 5  . 

AGREED PROGRAMMES 

P^fence 

7 * The Survey baseline i s as f o l l o w s 

8 8 5 9  1 9 , 0 3 3 18,560 r  I '  | f t

The Secre tary o f Sta te f o r Defence had proposed the f o l l o w i n g a d d i t i o n s to 
basel ine 

5 9  5+ 422 ' S Q S 897 



In d iscussion w i t h the Group he accepted t h a t w i t h the ending of the NATO 

e 8 f
.commitment t o 3 per cent r e a l annual growth, there ne ed  *  £  ^ ^ 8 °
 

^  f u r t h e  r r e a l increase i  n the defence programme I n t h e e e c rcumstances 

« M  j  e f u t u r e s i z e of the defence programme should r e f l e c  t on the one hand 

the requirement t o maintain a defence c a p a b i l i t y s u f f J « e n t t o meet the 

SER cUi 1 f £ l - Shin the o v e r a l l c o n s t r a i n t o f the agreed aggreg t e 
p r o v i s i o n f o r p u b l i c expenditure. The Group made c l e a r t h e i r view t h a t , 
f o l l o w i n g the very s u b s t a n t i a l r e a l increases of recent years i  n the 
Pro v i s i o n of equipment f o r the armed f o r c e s , i t w a  s now «  t 
Government u n i t i e  s more towards h e a l t h , housing and s o c i a l " o u r i t y  , 
they saw 4  «  o n  g case f o r reducing the defence programme below bas i n , 
in order t o m a k , room f o r more expenditure i  n these other areas They 
acknowledged, however, the d i f f i c u l t i e  s the Secretary of State *>r 
Defence would face i  f p r o v i s i o n f o r defence were reduced i  n cash terms 
below  t h r p e  ̂ S | published f i g u r e s , and they t h e r e f o r e agree w i t h him 
that the p r o g r S K S k u l  d remain at baseline for the f i r s  , two years Foi 
the t h i r d y e S t S p f t e e d w i t h the Secretary of State or Defence that 
the ? 1 1 \ vtaA Survev baseline f i g u r e should be maintained, cue - as yet unpublished - Survey uabeiJ-uc & , . . t-v,Dr rntal but that the c o s t s l | Q S ^ l k l a n d s should be contained w i t h i n t h a t t o t a  l 

Foreign and Commonwealth O f f i c e : Oversea Development A d m i n i s t r a t i o n 

S e c r e t a r  J^a  a g8- MISC 120 and the Foreign and Commonwealth r o r  t  ̂

e' Vera l  l 
recommend the f o l l o w i n g increase the baseline p r o v i s i o n f o r the o v e r a l l 
Programme - fcml 

This w i l  l accommodate the estimated ^  r  ̂  s  e i n the Aid and Trade 

Prov i s i o n agreed by the M i n i s t e r i a l C ^ a j k e on Expor s (EX(85) 3rd 

f e t i n g  , L  EX(85) 4th Meeting  " ^ P - o he cos of t h  . 
l t   1  ;

l a t t e  r w i l l be me I during the Survey p e r  ̂ E M k t r a r i s i e  r rrom 
o t  n e r Departments i n t e r e s t e d i  n promoting f a c i l i t y  . 

JSgJLgy (Departmental Programme) 

9
- MISC 120 and the Secretary of State f o r Energy have agreed on savings 

o  f
 £5 i i n  n num from the n u c l e a r research and development m o n p e r  a 

Programme which w i l  l be found across the whole programme. 


P-££artment  Environment: Other \ J  ̂  L o £ t h e


i°- Following discussions w i t h the Group, the Secretary<0»|te f o r the 
Environment and the Chief Secretary, Treasury have  f r e  f  ̂  O  ̂ O E  ? 
^ d u c t i   b e l o w baseline Ln the Department oi the E n v i r o n m  ̂ W  ) o n 8


°ther" _ 


- 20 - 20 




These f i g u r e s are net of a s u b s t a n t i a l increase i n r e c e i p t s from the sale 
k of new town assets. The urban programme which i s an element m the DOE 
V  ' O t h e r " programme i s assumed t o remain at ba s e l i n e , pending f u r t h e r 
d i  s c u s s i o n  , among M i n i s t e r s of possible Government p o l i c y responses to the 
i v K  e n  t disturbances in inner c i t i e s . 

Education and Science 


11. MISC 120 have agreed w i t h the Secretary of State f o r Education and 

Science t o recommend t h a t the f o l l o w i n g a d d i t i o n s should be made t o h i s 

Department's Survey baseline 

Chan^J^reed b i l a t e r a l l y 28.5 23.5 8.0 

S c i e n c a ^ ^ ^ i n i v e r s i t i e s 25 25 25 

Local a u t l ^ J  i  ̂  c a p i t a  l 27 25 25 

The changes a g r e e  ̂ f c  t e r a l l  y p r i m a r i l y r e f l e c t spending on ™ a n ^ t o r y 
student awards and ,  ( i  « the f i r s  t two years) expenditure on the - w i t c h 
t r a n s f e r r e d from o t ^ W L  r a m m e  s t o enable u n i v e r s i t i e s to increase t h e n 
- tpu t of graduates ¥ s j L c  e and technology. The other a d d i t i o n s w i l  l 
enable the Secretary o f #  a  f  e f o r Education and Science to a l l o c a t e some 
a d d i t i o n a l resources to key areas i n science and the u n i v e r s i t i e s w i t h o u t 
r e l a x i n g the pressure on the l a t t e r f o r g r e a t e r e f f i c i e n c y ;  ̂  d also 
Provide some greater f l e x i b i l i t  y i n e s s e n t i a l l o c a l a u t h o r i t y c a p i t a l 
expenditure. 

A£tJL_and L i b r a r i e s 

12- MISC 120 have agreed w i t h t h e  \ f i * e  r of St a t e , P r i v y Council O f f i c e 
( M i n i s t e r for the A r t s ) on the folll5fg|et ad d i t i o n s t o the baseline 
Provision f or the a r t s and l i b r a r i e s ^ ^ ^  L 

These f i g u r e s include a d d i t i o n a l p r o v i s i o n  ̂ ^  r  ̂ t  e A r t s Council of 


b e l
The M i n i s t e r of St a t e , P r i v y Council O f f i c e , j ^ ^ ^ ^ ^ s l n g ' f r o  m 

s u f f i c i e n t t o meet the requirements and P ? ^ ^ " ^ " ^ ^ ! ^  , and 

fc
ne a b o l i t i o n of the Greater London Council and Me ro Co ,
^ main t a i n the A r t s Council's r e g i o n a l development s rat, g y . 
a d d i t i o n i n 1986-87 r e f l e c t s the need t o ensure tha ^  ^ e M i n i 8 t e r 


immediate adverse e f f e c t s through a b o l i t i o n . Ln l a t e r y  ̂ ^ j f l l  k 
°f State, P r i v y Council O f f i c e expects t o be f ^ ^ J  ̂ O - .  t h  e costs 

t o8 u  b s t a n t i a l c o n t r i b u t i o n s from the successor a u t h o r i t i e s ^ y  ̂  
0  1
 the performing a r t s . 




Hg_alth and Personal S o c i a l Services 

There were la rge bids for a d d i t i o n a  l expendi ture on both the 
j ^ ^  c a s h - l i m i t e  d par t s of the programme ( p r i n c i p a l l  y the h o s p i t a l and 
J j  ̂ m m u n  i t  y h e a l t h s e r v i c e s ) and the demand-determined f ami ly p r a c t i t i o n e  r 

s e r v i c e s , which are not a t present sub jec t to a cash l i m i t  . They t o t a  l 

• i ^  0  9 487 870 

^ • F o l l o w i n g a r e -examina t ion o f these b ids the Secretary o f Sta te fo r 
o c t a l Services has i d e n t i f i e  d f u r t h e r savings tha t could be made by 
n t e n s i f y i n  g the campaign fo r increased e f f i c i e n c  y i  n the h o s p i t a l and 

community h e a l t h s e r v i c e s ; and changes i  n p r o v i s i o n fo r c e r t a i n c e n t r a l l  y 
nanced s^tflkces and f o r f a m i l y p r a c t i t i o n e  r se rv ices a d m i n i s t r a t i o n . 

s e changes y i e l  d the f o l l o w i n g savings on the b ids set out above 

1 5 9  1 8 4 2 7 0 
 ^ S f c .

MISC 120 and th^g^OT^tary of State fo r S o c i a l Services j o i n t l  y recommend 
them, xhe agreed a d d i t i o n s to base l ine then become 

250 3 0 0 6 0 0 

This w i l  l a l l o w an i n c r  ̂ ^ ^ ^  o  f 2 per cent i n r e a l terms on h o s p i t a l s and 
community h e a l t h se rv ices c u r r e n t spending i  n 1986-87. 

Sc^Uand 

5. The Group would l i k  e t o h a u e ^ k c u r e d savings on the S c o t t i s h b lock o f 
t h  e order o f - i l f  , 

r e  f l e c t i n  g t h e i  r judgment tha t p u b l i c  ̂ ^ r o ^  e p r o v i s i o n i n Scot land is now 
g e n e r a l l y too h igh i  n r e l a t i o  n to comparable p r o v i s i o n i n England and 

e s  ' For example S c o t t i s h l o c a l a u t h o r i t  y ren t s are 30 per cent lower 
3 p r o P o r the - i °  n ° f average earnings than i^JO^charged i n England, and 

e a l t  h expendi tu re per head i s over 25 p e r  ̂ ^  t  ̂  i g h e  r than the E n g l i s h 
average. Furthermore i  t i s noteworthy t ha t t h  ̂ ^ ^  p u l a t i o  n o f Scot land has 

6 n e r c e n tthe  ^ ^ * ^  P  r e l a t i v  e to England s ince the u n d e r l y i n g base fo r 
S c  o t t i s  h b lock was set i  n p a r a l l e  l w i t h a needs assessment based on 

^ a t ai n * The Secre tary o f Sta te f o r Sco t l and , however, considers t ha t 
e n e r a nt h  ^ l o changes can be made i n the o v e r a l  l b lock p r o v i s i o n o ther 

n as a r e s u l  t o f the a p p l i c a t i o n to Scot land o f v a r i  ̂ ^  m  s i n E n g l i s h 
ogrammes, by means of the automatic " f o r m u l a " which ^ M ^ ^  t e  s such 
r g i n a  l changes. The only other r educ t ions the S e c r e w  » A  £ State fo r 
0 land w i l  l contemplate are those which would not be r  ̂ H j ^ ^  d  e tec t ab le 
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R T I C U
or which could be justified by reference * - ^ " " J  ̂ funt o  P A J Acircumstances. He has offered reductions in respect of lower
contributions to housing revenue accounts 
8 20-7 -7! k  ' 

^ k  h e  r w i t h o t h e r agreed v a r i a t i o n s , the o v e r a l l change,  i n the S c o t t i s hh ̂Wfcne are -

The Group believe, however, that even after such "^^^^^15!°" 
is  a l lowed  t o ^ ^ ^ f ^  1 ^ i a s i sunsatisf̂ory and should not be
There  i s | « L  r case for a fresh assessment  o f need  to serva thefor the  o f public provisions  betweena l l o c a t i o n  as  England Scot land , 
Wales and Nor the rn  The objective would be  " " ^I r e l a n d .  t o ^ ^baselines foSHPfcrritorial block provisions, and a new ̂ anism to
adjusting thosXjLines in the light of ̂ ure econom, c e ^ c a 
other relevant  The Group recommend that this tres "c h a n g e s .
need be undertakeTlgUme to be taken into account in decisions
 
1986 P u b l i c Expendi tu re Survey;  undertake n on athe work should beconfidential basis w  ̂ l f e o v e r n m e n t  , but M i n i s t e r s would need  to b read 
to  t o  accountexplain that the TtJfkat was required  take  o f changesover the last decade throughout the U n i t e d Kingdom and implied noprejudgments about the conclusions. 
E l e c t r i c i t y I n d u s t r y 

The Survey baseline16.  i s as f o l l o w s -

F o l l o w i n g substantial reductioninitial bids, the Secre tary ofchanges in the baseline provisions
 o f thtft̂ tricity supply industrysfôQrgy sought the following '

 State  - 42sW 

+ 5 6 8 

+ 169 - 124

A f t e r re-examination  o f the scope for f ur ther ̂avings, an  some rephasin
of working capital requirements from 1986-87  1987-88, andd given thatt oon the latest available evidence, e timetable for construction
 
S i z e w e l l PWR  i s likely  t o slip a year, ththe Group and the Secretary  o t 
State for Energy have agreed  t o recommend the followinĝ kanges from thabove baseline - Em Û . 

+ 31 - 198 V^»k +  2 " 
The Chief Sec re t a ry , Treasury has agreed that i f  , contraryexpectations, consent was given  the constructionto  o f S i z e w e l l beforeautumn 1987, any resulting additional expenditure above the ba * s «20L 
should  Reserve.be met from the  ^̂ Ŵ 



Water 

f h  P Chief Sec re ta ry , Treasury 
17. F o l l o w i n g d i s c u s s i o n w i t h the Group, the cn i e	 ^ 

^	 and the Secre ta ry o  f S ta te f o r the Environment have g ^ 
I h p u l d be no increase i  n the base l ine p r o v i s i  o 6 ^ r a d y  same b o l t h e

^ l  »  s i  s cons i s ten t w i t h m a i n t a i n i n g planned	  domestic charges e f l 8 e  i n
r a gV	 e j l s a  s envisaged Last year , and an  ^ e  the f i g u r e s r e c	 o m m e n d  t h a t

o J  ̂ i b  u  t 8 per cent next s p r i n g . The Group re	  f the Secretary e f n 0

should be s e t t l e  d on t h i  s b a s i s , w h i l e n o t i n g	 m  s when the a l r o b l e  

o  f State fo r the Environment a t the p o t e n t i a  l po ^ Return Order i  n 
House o  f Commons i  s asked t o approve the necessa y _ ,  b a s i s 

December. They a l s o note t h a t a s e t t l emen t o  n tne P P 
represents e r e l a x a t i o  n o f the r a t e °  J	  committee on ft	  e r i a l

i n d u s t r y '  ̂ m l  a n c i a  l performance sought by the  N )	 a r  . 
Economic I K j  L Sub-Committee on N a t i o n a l i s e d I n d u s t r i e s 

{ l a 8 t  y e 

Coal and Gas y y ^ i e  s 

18. T o  r the N a ^ f t l f c o a l Board, the Chief Secre tary Treasury and the 
Secretary o  f S t a t f l f c n e r g  y have agreed changes to the 
p r o v i s i o n o f e x t e r n a l f inance o  f 

+ 1 5 8	  2+ 348	  "

These f i g u r e s are p r o v i s i o n a l  , pending the a v a i l a b i l i t  ? ° *  ̂  " 
Business P lan , and t h i  s w i l  l be made c l e a r i  n the Autumn Statement. 

19. For the B r i t i s  h Gas C o r p o r a t e * , which i s due t o be P " ^ ^  8 6  ^ 1 1  "  ' 
autumn, the Chief Sec re t a ry , T r A  » i  *  n d the Secre ta ry o f St a t 

Energy  t h a t the b a s e f l K f t t g a t i v  e e x t e r n a l  f 1 ™ "  " *
 h a v e  a g r e e d	  i o  n 

requirement i  n 1986-87 o  f £470 m i d H J  ̂  h o u l  d be r e v i s e d t o £42U ^ 
to cover the p e r i o d before p r i v a t i s  ̂ j M u k e  s places. i  n 8 o r t h c  o m i n  g 
not be separa te ly i d e n t i f i e  d i n the j f c u r  ̂  S t a t erne n t or i  n tne 
White Paper. ^ V ^  B 
Soc ia l S e c u r i t v 

20. There are l a r g e a d d i t i o n a  l b i d s s t e m m  \ j  ̂  y ̂ '̂ .̂ ^̂ ithoT" 
assumptions and h i g h e r take-up o  f b e n e f i t s w h  «  h are i n e v i t a b l e w i 
P o l i c y changes. F o l l o w i n g the Ch ie f Sec re ta ry , Treasury s b i l a t e r a  l ^ 
d i scuss ions , and t a k i n g account o f f u r t h e r r e v i s i o  n t o the f i g u r e 
l i g h  t o  f the autumn economic f o r e c a s t , the b ids above the Survey base l ine t o t a l l e d 

• 982	 + 459 +  ^ 1 4 4 

t n e r21 . A f t e r a ve ry c a r e f u l and d e t a i l e d examinat ion o f
 op^>5i''̂  j ^  r 

savings , i n c l u d i n g poss ib le acce le ra t ed implementat ion o  f s  »  e #  L f 

measures i  n the S o c i a l S e c u r i t y Reviews, the Group, w i t  h the agreafen o 
the Secretary o  f State f o r Soc ia l Se rv ices , recommend the f o l W ^ ^  ̂  
f u r the r savings - ^̂5̂  



1986-87 1987-88 1988-89 

No u p r a t i n g o f C h i l d 
Benef i t i n J u l y 1986, but 

^ f u l  l u p r a t i n g i  n A p r i  l 1987. 
' A Fur ther savings i  n 1988-89. 16 - 27 23 

~ new d r i v e aga ins t s o c i a l 
s e c u r i t y f r a u d . 52 30 30 

Reduction o f he lp w i t h 
m o r t  g a g  e i n t e r e s t from 

* * 

80 160 

30 105 

S q u i r  e employers ^ ^  k  e 

o v   payment o f m a t e r n i t y e  r
allowance on the same 
° a s i  s as S t a t u t o r y Sick 

140 170 

In t roduce s e l e c t i v e fcWL 
^ • v i s i o  n to rep lace 
m a t  e r n  l t  y a n  d death g r a n t . W f c 25 * 

Adjustment r e q u i r e d to 

t 

6 o  U f o r l  nro r the
 P r ° V i s i 0 n a l 

 programme. 276 

T ° t a  l Savings n \ 
t

i\ 278 

764 

* Saving already scored in base figures 


9 8 8
• a  l security in l  ^  ;  ,  ̂  !  ̂ million 

The total for expenditure on socia  baseline  t V  K  b f i t  s iti 
1 9 g 7  _ 8  8 e n e
 

a  o t
^ S
calculated by adding to the  \, r cent upratilK t a i  l 
e  t h e  R e
needed to meet the cost of a f u l l J  of the c <~2flpL h  e baseline.  t i o t l  S
April. 1988, reelecting the latest p j i n c r e a 8  e a s s u n i e  » g  _ i
 a n d  w i l
Pric, Lndex, rather than the 2i per ce
 £ . g u r e  S a r  e
 P R O V  ^J""lLj 

t n eLt should be emphasised that the 1V» context of ^ i ^ L  c h a n g e  s 

depend on decisions s t i l  l to be taken i  t nn.ng flbout t h  e
Security Review, because of public »««rtai y s i d e r a ^ 0 «
c o n 
in social security arising from the Review t ^ p r e g e n t e  d 
to some extent to 1987-88, and both figure 

provisional in the Autumn Statement. 




The agreed changes from baseline on s o c i a l security are thus 


\  + 1 8  1 + 380
U • 891

^ ^  T h  e Group have not yet been able to < £ ^ « I ? £ £ j  £ ^ 
~ J ^  a r  y of State forthe Environment on the housing p 

The baseline provision for current and c a p i t a l expenditure net of 

capita l receipts  i s as follows 

1988-89 

1 9 8 7  " 8 8
1986-8*^


| f  l 2,589 
«f <?fflt  for the Environment
In discussion%5i%he Group the Secretary of Stat ee tor

Proposed the f i i o i o  g net additions to the baseline 


^ * J * \ . + 892 

The Chief Secretary, Treasury sought reductions below baseline of 

^ ^ ^  ̂ - 298 

- 21 ~ 227 


l
23. Both sets of figures include agreed changes of £104 ^  ^ ;  e 0 S
t r t 


£123 m i l l i o n and £12 m i l l i o n tomeet the unavoidable errec 

- t e changes on housing subsidy a  e  r a t  e funds con'ributxona and  P
 f 


- o r t g  savings (improvement grants
a n  d a g r e e  d c a p i t a  l  S e c r e t a r  y


£25 m i l l i o n , £55 m i l l i o n and £20 m i l l i o n  . The remainder 

of State for the Environment's b i  ̂  i  s made up as follows 


+  5 0
W% +50
New provision for rent ^^^A 
Renovation of public sector J^A, . 350 

5 5 ( ^P^ + 
stock +

Discussion with the Secretary of State f o r l k e J^iromnent  i s continuing 
and 1 in report theoutcome o r a l l y to the CWinet. 
LOCAL

 w

 AUTHORITY CURRENT EXPENDITURE AND THE RESERVE 

24. Inevitably a major concern remains about the futurejcourse 

authority current expenditure. In general the Government must ^ y ^ 

indirect means to control t h i s expenditure, and the o u t c o m e  1 s   d u a  l 

b e influenced also by changes in the p o l i t i c a l complexion  o r in1 

authorities. A major uncertainty remains about whether  o r w n e  " 
authorities might be in a position to c a l l on the a d d i t i o n a ^ r ^ o u r c ^ 
held out by the Government for restructuring teachers' pay F0UOW.11 b 

o tagreement on teachers' duties and on the better management ^ ! B ^  k  i n 


force. There  i s a r i s k ,  in the present climate, that any figures p u 

V
would only be regarded as a challenge to be exceeded; and to  g l ^ *  ̂ 


W h
 i t  e Paper a breakdown between services of an aggregate the C h i e  ̂ 




Secre tary , Treasury cou ld accept i  n advance o f n e g o t i ^ ^  ^  f a m a t 

e x P e na u t h o r i t i e s would almost c e r t a i n l  y show lower ^  " . j 
P o l i c y would i n d i c a t e on, f o r example, p o j  n P » o n  a e x . ^ 

* 8^ s e r v i c e s . The Ch ie f Secre ta ry , Treasury ^ .  f J " ^   f o r r r e 8 p o n 8 i b l e

Jj | c r e t a r y o f S t a t e f o r the Environment and the M n s P ^ f < >  r 

t h e main s e rv i ce s t ha t the agreed 1986-87 f x g u i r e s w c r i Overs' P ^  ) » h o « l d be p r o j e c t e d £ < > ^ r d u n c h a n g e d ^ 
r^ ^  i n  g two yea r s , w i t h a c l e a r p r o v i s o t ha t  . eR a t  

P ^ 5 v ^ i o n w i l  l be determined i n the con tex t o f * a c  V  ̂  " r h i s \Z 
Support Grant s e t t l e m e n t , and t h a t r ega rd has been had t o t h i s i n 
de te rmin ing the s i z e o f the Reserve. The Reserve has a c c o r d n g l y been 
increased above the l e v e l a t which i  t would o therwise have a too by 
£0 .25 b i l l i  ™ . 7  5 b i l l i o  n and £ 1 . 0 b i l l i o  n f o r he th ree years t 0  

t h i s a c c o u n t  T a k i i n tP r i n c i p a l * !  * ' ° g ° ^ / £4 75 b i l l i o n  , 

out i n paragraph 4 above, the Reserve thus now stands a t £ 4 . 7 5 b i l l i o n  , 

£ 6 . 5 b i l l i o  n and £8 b i l l i o  n f o r the t h ree yea r s . 


AUTUMN S T A T E M E  ̂  ̂  

eThe Group u r  l A  a n  d t h a t the Chance l lo r of the = * f  ^ * " " ^  a r 8  ° 
g ive t o t a  l f i g u r e s f o r each programme f o r each of the th ree Survey years 
m h i s fo r thcoming } ( R l L  s t a t e m e n t  . Th is responds t o s"ong 

m a k e U  P o s s i b l e  £ t h e° rP a r l i  t a r  y p r e M u r  f T j k  w i  "  1' Jd as a m e n  

t o t a l s emerging from the 1985 p u b l i c expend i tu re round to be presented as 
a whole. 

RECOMMENDATIONS 

2 6  - I i n v i t e the Cabinet 

a. sub jec t t o my r e p o r t on the hous ing programme, t o endorse the 
agreements reached, as s u m m a r  ̂ S i t a paragraphs 7-21 above, 

b . to agree tha t a f resh a s s e s  V  ̂ ^  f need be undertaken oa a 
c o n f i d e n t i a l basis w i t h i n G o v e r n m  i | |  o serve as the bas is t o r rn 
a l l o c a t i o n o  f p u b l i c p r o v i s i o n as between England, Sco t l and , *aies 
and Nor thern I r e l a n d . ^ C ^ k  . 

P r i  *  y Counc i l O f f i c e 

6 November 1935 



1 2  C : PROGRAMMES PREVIOUSLY AGREED 

• 	
S E C R E  T 

SCORE C A R D 

1968-891986-87 1987 -88 B o H l i n  * 	 AGREEDAGREEDB a s e l i n e AGREED B a s e l i n eE X 	 99999 999,999 99999
9 9 9 , 9 9 9 9 9 , 9 9 9 9 9 9 , 9 9 9 635 6343*• FCO-OTHER 603 38 619 

640 10 830 320 850 100 

3. 1 B A P / A F F CAP 1.277 272 1 ,304 334 1,337 336 

A FA F FF d o m e sd o m e s  ̂ X j p^ X j p ^̂ 713 8 699 5 717 3 

* 55 .. FORESTRFORESTRYY a  53 0 • 54 0 56 0 

* 
* 

6. TRADE/1NDUSTR 

7 . ECGD
P i  

i j 
* - 1 3 

200 

980 

- 4 3 

12 

213 

1,004 

-44 

-25 

138 

* 8. EMPLOYMENT - 7 4 3 , 9 0 1 -207 3 ,999 -125 

* 9 - TRANSPORT 27 1 , 9 9 5 33 2 , 0 4 5 52 

I O . D O E - P S  A -120 7 - 1 2 8 0 - 1 3 1 0 

* 11.LCD 574 2 1 610 39 625 73 

12.HOME OFFICE 1 .061 1 , 1 0 * 44 1 ,131 55 

1 3 . C I V I L SUPER 1,114 1 f1 f tt L  1 , 2 2  6 86 1.257 147 

1*.WALES 1 ,708 - 1 | j ^ ^ 3 5 - 1 1,779 - 4 

1 5  - N . I R E L A N D 4 , 4 6 4 53 76 4 ,717 105 

16.CHANCELLOR X S 1 ,825 163 169 1,888 143 

17.OTHER l i n e l e  t 366 170 170 406 205 
consequences 1 

„ NAT IND 
| 0  . S e t t l e d 1 ,495 - 4 1 ,265 1,299 -459 
2 1 . RMPS & SRP 	 194 318 ~ - 4 1 326 -50J 	 309
2 3 . BGC 	 -400 400- 3 9 0 390 

2  * » . L A REL CURIUKAI 	 359 26 ,959 -3232 6 , 0 3 2 	 646 2 6 , 3 0 1 

25.SPECIAL SALES - 2 , 2 5 0 • 2 , 2 5 0 - 2 , 2 5 0 -2000 - 2 , 2 5 0 -1750 
O F ASSETS 

26.RESERV26.RESERVEE 
2 7 . 3 .2 7 . 3 . 33 11 i n c r e a si n c r e a s ee 

ii nn 1908-81908-899 

6 , 0 0 0 ••1 ,250 7 , 0 0 0 -500 ^A^|po
« ^

 1000 
-1627 

• • 

2 B . l e t2 B . l e t ss d o u b ld o u b l ee 
c o u n t i nc o u n t i n gg 

TOTATOTALL AGREEAGREEDD 

-254 

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

-247 

"53", 724 -533~ 56 .571 



MISC 1 2 0 : PROGRAMMES CONSIDERED BY THE GROUP 


1 9 8 6 - 8 7 

Baselin e 

M °D ( 1 )  V  \ 

1 8 5 6 
Pen « 4V^\  ' ° 


from other d 

E N E R G Y

 S 

D 0 E ~ 0 T H E R 

DEs 8 4  8 

OAL  3 ^ 8 

^ • P S S 

^ i t o r  i 4'3°° 
a l


° n s e  q uenc
e  s 


- , 4 4  7 

Coal 1 2 3 
B G C 3 8 2 

^ L A N M T » , ' ' ' 
l N  G
 TOTALS  „
 n 


1 3 9 , 0 6 2 
D l T i r  . 

EWVIR0 ̂ ° U G  HT BY 


V 1  ***ENT SECRETARY 

P l u  s
 fu 


t 6 r r i t
 *na^Se8 - i a  l 


MISC 1 2 0 

PROPOSALS 


0 

2 1 

- 4 

2 2 

\ 
- 2 0 

• 
8 1 

3 1 

0 

3 4 8 

5 0 

- 1 , 6 7  5 

5 1 

6 7 9 

1 4 0 

1 9 8 7 - 8 8 

Baselin e 


1 8 , 8 5 9 

1 , 3 1 7 

2 9 3 

8 6 0 

3 , 5 0 5 

3 4 2 

1 5 , 6 2 2 

4 3 , 5 5 3 

4 , 3 7 3 

- 1 , 4 8  7 

1 4 3 , 8 9 4 

MISC 1 2 0 
PROPOSALS 

0 

2 9 

- 1  1 

3 2 

- 2 0 

7 5 

9 

3 0 0 

1 8 1 

0 

9 0 

- 1 9 6 

0 

1 5 8 

- 5 3 3 

1 9 5 

1 9 8 8 - 8 9 

Baselin e 


1 9 , 0 3 3 

1 , 3 5 0 

3 0 0 

8 8 2 

3 , 5 9 3 

3 5 0 

1 6 , 0 1 2 

4 4 , 6 4 2 

4 , 4 8 2 

- 1 , 5 2  4 


1 5 


4 0 2 


5 6 , 5 7 4 

1 4 8 , 7 0 0 

MISC 1 2 0 
PROPOSALS 

0 

3 7 

- 1  1 

3 5 

- 1  5 

6 0 

1 2 

6 0 0 

3 8 0 

- 1  7 

1 7 0 

2 4 3 

0 

- 2 

- 1 5 4 3 

- 5 1 

8 9 2 

1 8 0 



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 


 + 3  8  +"3 + 6  3 «*^3fr. i
cos-t  l r>cludes increased provis ion to offset increases i  n overseas s

 a n' d for TCRP 

 C £ S  Uis  1 ,  ex ternal services. I  n the l a s  t year an extra £20m h

compensate for the ending of loan repayments "by Yugoslavia. 
oft 

+100 

The figures r e f l e c  t n i g n < ? ^ J  ̂  
0Communities. £ t B ^  1 * 

i. IMP/A W CAP •̂irfW f int e r v e n t i o n b t  ° ~ 

f
W i ^ s  °  ^creases 
f 0  ff


h e  r
t s ^ S  ^ l  ̂  f o r e c a s t x t i  S l T  1
f l e c  e r 


The net change largely r e f l e c ^ * * 
i n  c
 

*ue to a g r i c u l t u r a l a ^  8 *  * '  o t tor ^ v e  d Vr a c r i i e 
  

offset hy economy measureb on ^ ^ e e n  t r e u
r c
 

and a once and f o r a l  l saving of " ^ 2  *  ̂ 1 1 *  * recei*-» 
d , cereals- 8 5  ̂  

Payments for intervened cei ^ n t i o  n -r
 l 9^ „  „ -\ c interne i n the forecast f o r cereals 


f
-rom nev EC "butter measures. £ jjj^-on 

8 C i v 
- result o  l volume ctonsas 1» ^ p r o t  e = 
the resources t  o implement d e c i s i 



£ mil l io n 

F o r  ̂  o m m i s s i o  n vas se t t le*  a ^ ^ ^ . .  ̂  
conse  ̂ ^k an d restoration ahsor ^ 

- 1 3  + 1 2 

6. D/Trade and_lnd^ry_ oengi*e projects, a e r  

%fT lor aircrai  t and ae ^ r e d u c e  d . increases i °  r industries,
The net changes include m  i  n r a f  t Q 

s t e e l  a i r C  
< 1 n g aV l r |  - ^   communications, n  g assistance to the ^ urgenc y Comm ae B o«Be requirements for the ^ • u P  k  settlement a e t ; U  

 T Y i  eaeroengine projects and manpo n c l a  

savings on regional policy- ^ ^ ^  ̂  £ p i l l i o  n 

+ 2 1  S 

+200

7 ' — | C L  interest support f t Y i e

 costs of tne ^
The agreed olds cover the higher ^ ^ ^  ̂ ^ ^  g savings

a 9  t  s o U g 1 a t 

fl. 
n c iProgram and cost escalation ^ 0 , 1 cap ty reducing "banks' margins an•  and making  i dW^M £ m i l  1 1 0  " H

°- Employment _ +  and the a s

—K —J . requirements n savings  heen  r eject in  g reduced  ̂  ' U j ^ k  y e a r s  .  A -^semen t «et  have  agreed, ndancy req
abolition oi rebates to employers from

 B e d u  

^ . ^ ^ { Q r t n e n e  

eternit y pay w i l  l again he kept at 9  ̂  ^ ^  ^ ^ L * 
^ese savings are partiall  y offset y ^ ^ n s i o  n ol e x p a  

D i l lo  n a year-, for 19&8-89 over half 
In the Budget. 



£ million 


^^Mu mi | i I 


\ A  T  . , l o c a  l c a p i t a  l and o m l  r o a d s 

^ e ^ «  c h a n g  e i n c l u d e s increases f o r n a t i o n ^ programmes and 
g r o s s ^ l  ̂ g e  t by savings f rom t companies c o s t s o f f s  t r a n s p o r 

i n  ̂  d  j L  o  n o f EFL t rea tment f o r l o c a  l au  ^ &  „hole i s a g a

( £ l + 0  p r o i l l  ̂  n  ̂  a y e a r ) . The agreement on t h e ° ^  u e  E L t r e a tmen t o d c F 

c o n d i t i o n a l on s e c u r i n g t h e l e g i s l a t i o  n needed t  o n 
f o r l o c a l a u t h o r i t y t r a n s p o r t companies. 

agreed f o r maintenance, 
>- the f i  r t year increaŝ Cfcjvision has been agr es a l l o w a n c  

^ works and t h e I n t e r n a t ^ b j j  o n f  e r e n c e Cen t r e . ^ ^ 
h a  s a lso been made f o r Parliamentary h u i l d m  g 
A p a r t m e n t s ) . 

£ million 


+' • IgrdChancellor's Dept  ^ J i  ̂  

T J i k  s o f l e g a l a i d and 
- e agreed changes r e f l e c  t t h e i n c r e a s e d d e n t i a  l r ev iew n f i  

- M i n i s t r a t i o n of l e g a  l a i d by t h e Law S o c i e t l M  ̂  
^ g a  l a i d c o n t r o l s w i l  l be set up . • ^ ^  ̂  

£ million 


' ***age d e a l was agreed w i t h t h e Home S e c r e t a r y  r e f ^ ^ ^ ^ 

^ p r i s o n s e r v i c e , l a r g e l y because o f t h e g rowth m ^ ^ ^ ^  ̂  
n e e  d t o m a i n t a i n t h e p r i s o n b u i l d i n  g programme. Bids f o r ™ l P j g  . 

t h e ^  v  . accommodated w  ̂ Q j g ^  ̂  n 1 c  n


; P a s  s p o r  t and i m m i g r a t i o n departments w i l  l a l s o oe ^ crimiÔ k 
V a  e agreed p r o v i s i o n . The f i g u r e s i m p l y w o r s e n i n g a r r e a r s on 
l a ^ i e   compensation scheme and no a d d i t i o n t  o p r o v i s i o n f o r i r  e s

^ The f i g u r e s a l so r e f l e c  t a s w i t c h o f resources from anothe 

-^gramme f o r c i v i  l defence purposes. 3 



£ million 


- ' '  f t t  l Superannuation 


VfV . , t of P a i n t  s to c i v i  l ^ f l  ̂ J c  e f l e c  t higher forecasts of + e c o s  

s e r v  i c  e packers and thei  r dependants. 

£ million 


V ^  . „ , „ Development Agency and the 
'  « reduction, have l  l i  ̂  r e e  d for the W i s  h part ia l l  y offset 
B «a lop»e»  t Board for I  n  h  a l e s  . These savings ar pa 
^ - t e a s e  s for housing rSenue account interest payments. 

£ millio11 
^Pj^

 + l 0  5+ 76
I P . C O + | U 

gortherp Ireland 

TV, iJl^on the hasis of the normal 

n e Northern Ireland hlock w i l  l he sex^ a ^ higher forecast 
^ V f o r i n u i  a arrangements. The agreed

 a^jySkreP rest payments. 
C o s  t  s of s o c i a  l  S e C U r  i t  y and housing revenue 

inte  

ĵft* £ mi l l i o 1  1 


 + l U  3 
16. c, 6  3+ 1 + X D  3 ^Sgel lor ' s Departments

tion of fraud and 
^ ^ i s l o  n has heen made for increased work on  ^  s t a n d i n  g 4 r U  g

 + h  e
 ahuse, expenditure on computers and staff to r e fc^l^er the 

W k  l o  g of work i  n tax offices. Increases are also nee e , 

^ expenditure costs of l i f  e assurance premiums and mor B  T O L7Uef c t- ^ the Rating of Government Proper,;, Department, ^ 
l 0 W e  r ^recasts of receipts from departments under PRS, an ^ J P J  ̂  
C ° S t  s °f rates paid on hehalf of Crovu occupations and forexgn 



^ ^ l u d i n g t e r r i t o r i a l 

^^ffig^quences) increases agreed 
V \  , - t o - a  l conseouences of *  • p r o v i s i o  n 

P r o v i s i  ̂ K  a d  e for the t e r r o  r ^ add̂  ^ ^ ^ 
for comparable programmes. i o  n Service. v i s i o  n s e c u t  p r Q  

to cover the cost of the Crown Pro . ^ ^ d s  ; ^  i nq { L o r  

running costs of th^House o f  y i t  h an antxdP* c o p e

has also teen allowed for ^taff 

IB . nationalised- jLgchjstrie^B^g - Electricit  y 

^ on EFLs for the t i s  nAgreement was reached i  n bila^e-- t i  s o r i t  y B r l  A u t nBoards, BSC, Post Office, ^ , C i v i  l Transport Group, Brit is  h Shipbuilders J  j  k t )  

£ m i H  i o T  1 and London Regional Transport.

T9. BMPS & SBPS cant Minevorkers 

° V 6  r The  cost of  * e yExtra provision has teen made t o  c for 
Scheme are l i t t l  e changed. £  ̂  
Pension Scheme.  figures r t n  e shipbuilding I P ^  *̂ 'T*Z ^ n C   Payments 

E F  L20- BGC

 of Brit is  h Gas' M I mse tne benefit oi ^ e planning to t a  l w i l  l lose ^ f l  t

^ te r 1986-8T when i  t w i l  l he privatise . - o n ^ f c k n 1
 

•39° ^ 




V J  k '  KSG settiemen _^ l 9 o  6 - o 7  , 

T ^  t f t  ̂  i o  r X9B6-B,  - e agree* -

 T H  E

 ^ c £ S  , l e v e  l * ^ ^
fo, jBNWars . a s - e  n set a t  * ^ o  l pro ^  ^ re 
r e c o g n ^  — n  o ; a n a ^  ̂  ^ ^ 

to he taken i  n next years ^ the ca=e. = i  n schoo 
Reserves than would otherwise ^ ^ ^  u ^ ^ Q l f e r e  d 

has heen included f  ̂  h  e new V ment 5 o 

( . A mutant not i °  r 


'in a l  l three y e g  ̂ J ^  ̂  


e l e  

on teachers' c o n d i t i  ̂ R | ^ ^  r V l  C  mill io n £

-2,250  2 ' 
22. Special S a l e s  _ c A j ^ ^ ¥ ^ suggests 

^ • «  ! sales o l  t h eThe latest forecast of X from d e  d f<* ^ e l i n  eD a Sthat proceeds will he higher  spec ia l  W
p r o v i  

• — 

 1,000 n
 i o r  t 023. Reserve ^ S k  e p r ° v  i d e  d

V h i l l i o  n and £B ^  W V  ̂ v h e r e  . £ 6  e l s e

\ Reserves of £H3< b i l l i o n  , changes, n o t  ̂  
.  . . estimating, n e  

\ cover contingencies, including million 

I  2 H  . .33 per cent ijigrease 

1 I  S 1968-89  3 per^^f  S 3

\ total to increase t  y ' ? M l ^ r a I [ m

\ Revision i  s „ d  e for the planning t o t a  ̂  ^ d u a  l  * ^ i n d i v i\ 1988-89, compared with the baseline up \ 2.5 p  r - t  . e c e n  



Provisions for the Department of Agr i cu l tu re Fisheries and Food, 
S C 0^SSn d

 W e l 5 h  ° f f i G e^  ° f  A S r i c u l t u r a  l Development are included 
l n b o u  W ^  F F / I B A  P baselines and the Scotland and Wales baseline. 



SECRET 

SCORECARD f m i l l i o n 

?? 11 1986 - 8 7 
B a s e l i n e AGREED 

9 9 9 , 9 9 9 9 9 , 9 9 9 
6 0 3 3 8 

1 9 8 7 - 8 8 
B a s e l i n e AGREED
9 9 9 , 9 9 9 99999

6 1 9 4 3 

1 9 8 8 - 8 9 
B a s e l i n e AGREED 
9 9 9 , 9 9 9 9 9 9 9 9 

6 3 5 6 3 

2 EC 
6 4 0 1 0 8 3 0 3 2 0 850 100 

3 - 1BAP/AFF CAP 1 , 2 7 7 2 7 2 1 , 3 0 4 3 3 4 1 , 3 3 7 3 3 6 

' AFF d o m e s t i c 7 1 3 8 6 9 9 5 7 1 7 3 

5 - FORESTRY A #k 5 3 0 5 4 0 5 6 0 

6 -

7 -

TRADE/1 

ECGD m 
1 , 1 6 2 - 1 3 

2 0 0 

9 8 0 

- 4 3 

1 2 

2 1 3 

1 ,004 

- 4 4 

- 2 5 

138 

* 

8 - EMPLOYMENT 

9 - TRANSPORT 

1 0 . D O E - P S A 

- 7 4 

27 

3 , 9 0 1 

1 , 9 9 5 

- 1 2 8 

- 2 0 7 

3 3 

0 

3 , 9 9 9 

2 , 0 4 5 

- 1 3 1 

- 1 2 5 

5 2 

0 

H . L CH . L C DD 
6 1 0 3 9 6 2 5 7 3 

12.HOM12.HOMEE OFFICOFFICEE 1 , 0 6 1 1 , 1 0 4 4 4 1 , 1 3 1 5 5 

1 31 3  - C 1 V I- C 1 V I  LL
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SUPESUPERR 1 , 1 1 4 

1 , 7 0 8 

6 5 

- 1 

1 , 2 2 6 

1 , 7 3 5 

8 6 

- 1 

1 , 2 5 7 

1 , 7 7 9 

147 

- 4 

1 5  - N - I R E L A N D 4 , 4 6 4 5 3 ^  4 , 6 0  3 7 6 4 , 7 1 7 105 
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' 
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4 0 6 
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2 0 5 
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Annex C 

1986/87 1987/88 1988/81988/899 
e j- < i  s t l n  g S u r v e  y 

b

1.
 v ^ L i s  

T f ^  c 

: 18560 18859 19033 

• Secretary  o f Sta te f o r Defence i n i t i a l l  y proposed the f o l l o w i n g 
a d d  ^ i o n  s  to b a s e l i n e : 

+422 +595 +897 
^ b id S4^d : 

( i ) 
l n f  l a t i o  n a d j u s  V A  ̂  241

(11) 430 536 
t r a  C t S° S" ° f 128 131 134 

A ^ Forces  P a y R e v i e w 

B o d  y (AFPRfi) >*Jk
( U i  ) 

R ° * * l Dockyards: r e d u n - ^  f 

\ 
0 

d a n c  
0 

y and redundancy 

costs 
( i v ) 

Dockyards: p o s t - 0 
35 

c ° n t r a c t o r i s a t i o  n 
p e n  s i o  n costs(v ) 

* °  ™ Ordnance  p l c  4 2 

06 X t e r n a l f i n a n c i n g 
l i m i  t 

422 595 705* 

+ 172 +345 + 4  ̂ f i (  W 

MTSC 120 and the Secre%fjA£ 

Following discussions w i t h the Group, n  h o e l i n T l l  U*  n a settlement at baseline MTMkn
State for Defence reached agreement on a ^ ̂

A 

^ m i l l  |  o  nthe three Survey years (£18,560 m i l l i o n for 19 - . * g ] f  c 
c r iQRft-89 including provj. ^ for 1987-88; and £19,033 m i l l i o n f o r 1988 m 

the Falklands). 

1988—89 
*Not including £192 m i l l i o n Falklands costs, 




^^^^gYgI^ P M E N T _ ^ M I N I S T R A T I O N 

1986-87 1987-88 1988-89 
x " t i n g Survey base l ine i s 1296 1317 1350 

T h e  M^ ^  §  ̂  r i a  l Committee on Exports (EX(85)4th Meeting, Item 1) agreed 
a soft loan mechanism was d e s i r a b l e to make Aid and Trade Prov i s ion (ATP) 

more f ]_ 'v-i 
e x i b l eex  and e f f e c t i v e ; and that dec i s ions on how to meet the pub l i c 

n l t U r e c o s t s

S  u  shc-^1 be taken i n the context of the 1985 Publ ic Expenditure 
e y "  E X C O n t e m  

Q  f  . P  ̂ j  ̂  t h a  t funds would be diverted from the programmes 
interested n 

^ ^ u e  P a r t m e n t s in order to minimise the net impact of the 
P r i o r i t y given t b  ̂ ^ ^  p  n the pub l i c expenditure planning t o t a l s  . 

S e C r e t a r y  o f  ss ° u g h t h  e t a t e  ̂ f e i t  r e i g  n and Commonwealth A f f a i r s i n i t i a l l  y 
l n C r e a S 6 S  i n t h e a i dSurvey  p r  ̂ p ^  e of +60, +80 and +95 for the three 
y e a r s, > to maintain the r e  ̂ ^ K  u  e of the b i l a t e r a  l aid programmes, 
a n  

n d also to f i 
  n 

t . nance the increase in m u l t i l a t e r a  l a id programmes to which n e  U K

C 0 I n m l t : t : e d •  A f t e ra c c e  P t e  d  .  d i s cus s ion with MISC 120, the Foreign Secre tary 
c s I n C r e a S e d°  t  s of  Prov i s ion of +21, +29 a ^ ^ - 3 7 . The ODA element of the 

6 A T P  s o f t l ot o t a  l  . a  n f a c i l i t  y W  ̂ W  J  L financed wi th in the r e v i s e d 

Provision for the a id programme. 

T h  e costs of m ^ 5 P  L 

b u s  i n   Proposed soft loan f a c i l i t y  , assuming add i t iona l 
e s

 m i l U o n  i nand the ° ^  1 986-87 r i s i n  g to £250 fl^i^k i n 1988-89 
a s  l o w~you- i n g two y e a r s , and meeting a l  l a d d i t i o n a  ̂ ^ ^  t  s on a pay

8 1  8  , are estimated to be: 


ECGD 1986-87 1987-88 1988-89 

OuA 3 i O  . 9 

0 t h e  r ^ 3 10 ^ 20 

S t 6  dthis f  . ,  D e  P a r t  m e n t  s have been asked to make contribut ions t  > S  «  s 
f a C l l

a

i t y  Wo f  :



TJLIL e ECGD element  i n the
*	 ^ k e of these amounts, a f t e r p r o v i n g f of o rr ththe ^ 


new f a c i l i t y , w i l l he t r a n s f e r r e d to the P
 r e p r e s e n t i n  g 


t h  e
 r e m  « ^  f	  i s  i n the o v e r a l l axd p
t h e  a g r e e d	 n c r e a s e
 

a
 net i n c r e J ^ . n t o t a l p u b l i c e x penditure. 


5 The changes	 i n ODA's b a s e l i n e a r e : 


1986-87 1987-88 1988-89 


1296 1317 1350 


21 29 37 


1317 1346 1387 




• H  ̂  Annex E 

l r a r  ~ ^ A R S l E N T A  L PROGRAMME ) 

Chief Secre tary , Treasury i n i t i a l l  y sought a r e d u c t i o n i  n p r o v i s i o n 

^ F ^ J  f a s  t r eac to r research of -28 , -55 , and -58 i  n each of the three 

^ ~ years . The Survey base l ine f o r f a s t r e ac to r i s  : 

103 105 108 
6 h i e f  s A t f e t a r y  , Treasury subsequent ly reduced h i s b i d f o r 

r e  d u c t i o n  ̂ J ^ ^  0 i  n each of the Survey years . 

e e c r  e t a r y  ̂ ^ ^ ^  t e f o  E n e r g  y h a  a i r e a  d  y made cuts s ince 1983 i  n r d

expendi ture on the f a s t r e a c t o r programme of 22 per cent f o r 
9 8 5  / 8 6  , 37 per cent f o r 1986/87 and 42 per cent f o  r 1988/89. I  n 

t l 0 n  h e h a s'  obj^gfc^y-ie Uni ted Kingdom Atomic Energy A u t h o r i t y 

) management to v^U % n the basis o f a Trad ing Fund, which w i l  l 
I n t 

e n s i f v t-v>o ~ 
y tne pressures f o r a more commercial approach. Agains t t h i  s 

A g r o u n d the Secretary of State f o r Energy d i  d not b e l i e v e i  t was 
Possible to L . 

make the cuts proposei^>y the Chief Secre ta ry , Treasury . 

3. M i s  c 
and the Secre tary of State fo r Energy reached agreement on 

m i l l i o  n per annum f o r ^ ^ P R%  )  f the Survey years from the 
W  ° l e range of UKAEA a c t i v i t i e s  . V 2  \ 

The costs o  f Ŝî W 

C Q  n . extending the Coal F i r i n  g S c h T O ^  u  ̂  t i  l June 1987 w i l  l be 
n  a m e  d w i t h i  n the Departmental programme. 



VmgOTHER 


>jU i2B6^87 1987^88 1988^89 


848  " 0 882 
w f e  y B a s e l i n e 

1  5 
MT4^.20  -20  "
 
Recommendation 

_ 2  0


l i ) New Town A s s e t S a l e s 


fcfm -  c h i e f S e c r e t a r y have 
1.  of S t a t e  t h  e ^ ^  q  £  N e W
 The s e c r e t a r y  and t  ^

agreed to i n c r e a s e t h e l e v e l of r e c e i p
 a n  d 


^•2P^k +-H f i r s  t year Q '  1Town a s s e t s , by K  7  l  . m i l l i o n i n tne U  i n c r e a s e 
m'U \ c W1J--L a - i - L U 

£40m i n the two subsequent y e a r s . p r o v i s i o n shown 

i n gross expend iture^GPfcput a f f e c t i n g the nc 

above. ^ ^ ^ ^  ̂ 


L o c a l E n v i r o n m e n t a l S e r v i c e s _ _ ( L E ^ i 


1 - w i l  l a l l o w c a p i t a l a l l o c a t i o n s 
2 The recommended p r o v i s  ̂  w i l  l a  n ^ ^
 g e  t 


^ l o c a l a u t h o r i t i e s f o r the other s e r v i c e s  s f i c n  t .
u f i e
 

I  ! " 0 0 m i l l i o n f o r " • e ^ ^ T ^ . *Y - a  l 
t  o
 minimise the r i s k of a s u c c e s s  * ™ *  ̂ a l l o c a t i o n s 

a u t h o r i t i e s on t h e ' b a s i s of p r e v i o u s commitmen s
ttlL^H^ 
U i

W i  n b ,e no l e s s than 70 per ce n t of- 4-vlCJ^^.-85 l e v e l -

U x i
 ) Other E n v i rnnmp.ntal S e r v i c e s 

3 P r o v i s i o n f o r t h e l a r g e s c a l e Household Survey ta..been 

d
« «  . MISC 120 recommends t h a t i  t  ̂  ^ ^
 £ t t e 


1 1  1
 i  s subsequently found t o be a b s o l u t e l y n e c M j r  v 

s t  a n d p o i n  t of reform of l o c a l government f i n a n c e . 


The Urban Programme ^ a ^ U  . 

4 The  Programme has not been c o n s i d e r e d l i J ^ C 

U r b a n


[ 2 « > Pending t h e outcome of the re v i e w of urban p o l i c y c o m m  ̂ s  ̂ 

b y t h e
 C a b i n e t . P r o v i s i o n remains a t b a s e l i n e . 




^J^L Annex G
F̂ n̂PJLMD SCIENCE 

1986-87 1987-88 1988-89 
S u r ^ ^  e l l n  e 3418 3505 3593 

c « c T ^ ^  l o c a l 

a u  t h o r i t y c u r r e n t ) 

I n t h e  i  r b i l a t e r a  l d i s c u s s i o n s , the Secretary of State f o r Educat ion 
a n  d S c i e n A t K ^ i the Chie f Sec re t a ry , Treasury agreed the f o l l o w i n g 

E d i t i o n  s to b a s e l i n e , i  n respec t of mandatory s tudent awards and ( i  n 
t h e f i r  s  t t w o  % ^  ̂  of t r a n s f e r s from other programmes to f inance the 

swi tch" - t h e  ̂ t o S ^  L o  n o f e x t r a places i  n h igher educa t ion to 
increase the n u m b  ̂  r  j j  ̂ r a d u a t e  s and postgraduates i  n eng inee r ing and 
technology: 

+28.5 +23.5 +8 .0 
The 

ese f i gu re s a l so i n c l u d e a r e d u c t i o n of £1 m i l l i o  n a year i  n funding 
f ° r t h  e Economic and S o c i a l R e s e a r c h C o u n c i l . 

2 . T h  e 

e e c re ta ry of S ta te f o r Educa t ion and Science sought the f o l l o w i n g 
f U r t h e  r E d i t i o n  s above b a s e l i n e = 

U n i V e r s  i t i e  s 
 +47 + 4 9 . : +69.5 S c i e n c  e

 h 0 r i t y C a P l t a l + ? 1 + 7 1 Veil
U n t a r y  S c h 1° o  Repairs +8.5 + 8 . ^  ̂  +9 .0 

3% ^ 
1 2 0 a n d t h e Sec re ta ry of Sta te f o r Educat ion and Science reached 

greement on increased p r o v i s i o n of £25 m i l l i o  n f o r t l  ̂ t f ^  v e r s i t i e  s 

^ science taken toge the r i  n each of the Survey yea r s^ f t f ck p r o v i s i o n 
l d  g s o m e w a° U ° y towards meeting the need f o r new e q u i ^ Q f l ^ 

^ ^ a t i n g research a c t i v i t y  , and stemming the s c i e n t i f i  c ^ f c ^  L 

s t 



4 \ ' MISC 120 and the Secretary of State f o r Education and Science reached 

agreement on a l l o c a t i o n s f o r l o c a l a u t h o r i t y c a p i t a l expenditure i  n 
O- J  L 1986/87 of £300 m i l l i o n . This corresponded t o a d d i t i o n a l p r o v i s i o n 

T j  ̂ r such expenditure of £27 m i l l i o n i  n 1986/87, w i t h a d d i t i o n s of £25 
^ J m  i i o  n f o r p r o v i s i o n i  n the subsequent two years. MISC 120 agreed 

W O u l  d b  e  t  o t h  e  S e c r e t a r f S t 3 t  e t  0 f l n  d  f r W i t h l  n
° m
°Pen y  °
 
'hese a d d i t i o n s , p r o v i s i o n i  n each year f o r v o l u n t a r y school r e p a i r s 

to the extent necessary. 


UP to a n c ^ ^  u d i n  g 1987/88 fundi-., f o r the "switch" i  s shared among 
interestSA^tments. The Department of Education and Science had 
already a g r  ̂ ^ f c  n r o v i d  e £4 m i l l i o n towards the cost of the s w i t c h 
(£22 m i l l i o n ) ^1  |8/89. MISC 120 agreed w i t h the Secretary of State 
for Education an̂CVnce t h a t i  t would i  n p r i n c i p l e be necessary, i  f 
the necessary room c o u l d > n o t be found w i t h i n the u n i v e r s i t i e s 
Programme, t o reduce^rjWion f o r l o c a l a u t h o r i t y c a p i t a l expenditure 
i n 1988-89 by up t o £ l F m i l l i o n t o enable the "swi t c h " t o be funded. 

The impact of these changes on the education and science b a s e l i n e i  s 

a
 s f o l l o w s :
 fcCt 

B l d s  2 3  8 , 0 
 already agreed 28.5 ^ ^  \

S c i e  h c e and U n i v e r s i t i e s 23 25
 vAfc5 

L a l
° C
 a u  t h o r i t  y c a p i t a l 27 25 


—  l k 
80.5 73.5 


New Ba 

S e l i n  e
 3498.5 3578.5 3651 




^ ^ ^ L  ̂  Annex H 

^ ^  A N D  J ^ I B R A R T E S 

^^Lk 1985/86 1986/87 1987/88 

Th-e ^  i  J  W 

survey base l ine i s 332 342 351 


l n t h e i r b i l a t e r a  l d i s c u s s i o n s , the M i n i s t e r f o r the A r t s and the 

Chief Secre ta ry , Treasury agreed on changes of - 7 , - 0 . 5 , +4.0 over the 

three Survey yea r s , t o r e f l e c t a changed requirement f o r the new 

B r i t i s h Lfbrary ^ u i l d i n g and r e d u c t i o n s i  n l o c a l a u t h o r i t y c a p i t a l 
e * p e n d i t u r e  ̂ M  ̂  

2.  ^^^k T,
« M i n i s t e r f o r  ̂ f c A  r t  s had sought a d d i t i o n s of -22 , +23 and +23 i n 

e a  c  h of the th ree S u r v e y yea r s . He had sought a d d i t i o n a l p r o v i s i o n i  n 

A s p e c t o f the A r t s & u J  k (+15, +15, +15) , moderat ing the cost 

squeeze on the a r t s ( + 4 ^ + 5 , +5) and n a t i o n a l museuas and g a l l e r i e s 
( + 3 > +3,  + 3 )  . 

3% 

1 2 0 reached agreement w i t M i n i s t e  r f o r the A r t s on increased 

P rov i s i on above base l ine f o r the A r t s Counc i l of +14, +9 and +8. 
l n  S i n t o account agreements a l r % 5 * ^  a c h e  d between the Chief 

r e t a r y , Treasury and the M i n i s t e r  ̂ ^ ^ y  i  e A r t s , t h i s agreement 

 of ^ J ^ k 5 a n d 11 i n e a c h f t h e 
represents an a d d i t i o n to base l ine  ~  °

e e
 S u r v eJ y years .  I  the judgement o f  ̂ ^ J  ̂ n i s t e  r f o r the A r t s , nt

 s^  s e t t l ement should enable the GovernmeM t  J k  o n t a i n  , i  n r e l a t i o n 
a r t s 
  

t h
 » the t r a n s i t i o n a l problems a r i s i n  g f r o a the a b o l i t i o n of 
e M e t r o P o l  i t a  n A u t h o r i t i e s ; and, depending on the r a t e of i n f l a t i o n  , i ( _ 

a l s o e n a  b l  e the A r t s C o u n c i l t o cont inue t h e i r r e g i o n a l 
s t r a t egv TU \A 

ine M i n i s t e r f o r the A r t s has assured the £ W  V t ha t he 
W i l l m^kW 

n °  t make a f u r t h e r a d d i t i o n a l b id i n the 1986 p u  l A j k  p e n d i t u r  e 
t V e y  l n r e s  eP  c  t of the impact o f a b o l i t i o n on the A r t  ̂ j j ^  i l  . 

A  > M I  SC 120 w 
a s u n a b l e


t h
  to aceep' any increased p r o v i s i o n i  n r e s r f  ̂ ^ f 
° s t squeeze on the a r t s or on the museums and g a l l e r i e s b ' f i l d 

p r  ° g r a m m e s Th  M 
• J-ne M i n i s t e r f o r the A r t s accepted t h i s p o s i t i o n . ^ |L 

- Th ^ 

i h  e impact of I - K 

c n e s  e


f
 ,  changes on the A r t s and L i b r a r i e s base l ine i s as 
t o l l o w s : 

5



A ̂ 5ii^ady a g r e e  d -7 - 0.5 +4 
+ 14 +9 +8 

^^^^^^^ +7 +8.+8.55 ++ 1122 
N eN e  ww  bb a s e l ia s e l i  nn ee 

339 350.5 363 



Annex I 
^^W^^RspNAL_S0CIAL SERVICES 


1986-87 1987-88 1988-89 

14945 15622 16012 
MISC I204f^ 

u Recommendation +250 +300 +600 

* * * *  * as follow,: 

+157 +196 +374 

aiiviiianciai^^(cFs) c^rF 

™ - - c t i t i o n e ^ ( p p  s

 m n i S t r a t i  ° nP a m i i / p  V \ +13 +14 +21 
P r a  « i t i o n e  r S e r v i c e s  V  ̂  L +80 +90 +205 

For the Hrwc 
k av ^ n b , i  t i  s expected t h a t e f f i c i e n c y savings o f2 per cent w i l  l 

m a d e  i  1986-87, r e l e a s i n g a d d i t i o n a l resources o f £200 m i l l i o n  . n

e r savings w i l  l f o l l o w i  n f u X i ^ k y e a r s . But there w i l  l not be 
t o c o v e^ u f f  i c i e n  t r the a d d i t i o n a l c o s t  s of the 1985 pay awards (which 

u  e d^  a s i g n i f i c a n t element of r e s t r u c t u r i n g ) , w h i l e responding a l so 

increased demand through d e m o g r a p h i ^ ^ r « s s u r e . The increased 
S l 0 n w 1 1 1 a l l o w an increase of 2 per c e n  t i  n r e a l terras i  n HCHS 

C U t r e n  t p e n d i n g i n 1986-87. 
2 * T h  e add" 

i t i o n s f o r the FPS r e f l e c t the best e s t f ^ P T  e  l of l i k e l  y demand. 
n e net 

osts w i l  l however be reduced by planned increases i  n 
P r e s c r i p t ! 

a n < *  < * e n t a " 1 " c hb i l  l a r g e s , and by f u r t h e r savings on the drugs 
e^ ^  Planned Green Paper on p r imary h e a l t h care i  s ^ f c e c t e d t o e

 t 0 f u r t h e 
  

a
 r c o n t r o l on t h i s e x p e n d i t u r e ; and MISC 120 ha s i d e n t i f i e d 
S i 
  g a i f  i c a n  t  s a v l n g f Q  r 1 9 8 8  _ 8 9  < 




^SOCIAL SECURITY 


>Q*7/K8 1 9 8 8 / 8 9 9 S 7 / 8 8
1 9 8 6/87  *
 
£ f i :  mS u r  ̂ g ^  e i i n  e (excluding

l c ,  ca  l amhority current expenditure) 

x s t a t  e i o  r Social Services and the l« In their bilateral discussions, the Secretary of State 1 0 

Ch.ei S « r e « r  | E L  r  ,•  agreed that additional a d m i n i s t r a t  e e t  c were needed cests  as 

follows: 

Of. 

They further agreed that there were large and unavoidable increases to be met, main > 

k j u  „ h p   take-up of benefits. They because of changes in economic assumptions and higher xaKer  v 

c ° u l  d not agree, however, on the e x t e n t  ̂  h i c  h these should be offset by savings 

^ 5 ^ ^  . . h - h.lateral discussions, and 
i r o  m within the social security p r o g r a m m e  ̂ g T  ' "  6 

1t a  k in  g account of both savings previously a g r  ̂ l  i ^^ther revision to t <
^ i K  V u t h  P Snrvev baseline totalled 

l n the l i g h  t of the autumn economic forecast, the bids above the 

+ 9 8 2 


T h  e Group felt  necessary to explore the scope for further po l i cy  ̂  jus tment  s to i t

o f f s e t l l V  t  , measures  part at least of these additions. They looked both to s p e c i  e 

a n d  b o C 1 ^so  of the <; n l ^ ^ ^ f  i t  y^ to savings already identified within the context ^ £   Review 

* h i  c  h could be brought forward and implemented in earlier years. They took as an 


a s s  ^ p t ) o  n that the main measures of the Review would be implemented 




N  *  . The Secretary of State for Social Services has agreed to commit himself to finding 

^  J o l l o w i n  g additional level of savings within the social security programme; M1SC 

^M^ns with him in recommending them to the Cabinet 

^  _ 9  -278 1

3 - The main sou  s  e  s of these savings are as follows 

(') No u p r a t i f l S w  d benefit in Duly 19S6 but full uprating of child benefit 
in April 1987. 

(") A new drive a g a i n s  ̂  o  J L  s e c u r i t  y fraud. 

m Additional restrictions from early 19S6 of single payments for particular items 

^ supplementary benefit r e c i p i e n t s  J f t  t i c i p a t i o  n of the eventual abolition of 

^ c  h payments and their replacement « f c  s c r e t i o n a r  y payments from a cash 

limited social fund in 1988. ^ ^ ^  ̂  

Negotiations with the building societies t o  ̂ ^  r e s t r i c t i o n  s on mortgage 

^payments in supplementary benefit cases from A  €  S 1986 instead of from 

1988 when the main review meaures are implemented. 

e a r n i n  g^ Deleting provision for the abolition of the retirement P <  ̂  ^  ^ 
until April 1989. 

( V 1 ) A requirement for employers to take over from April 1987 p a y m e  M J ^  t e m i t  y 

allowance on the same basis as Statutory Sick Pay. f 



ft<v„) mtroduction in 1987/88 oi se.ecuve provision to replace maternity and death 

*• T  ̂  e t a r  y of State for Social Services has further agreed that, in order not r 

to prejudice further collective consideration of the measures in the Social Security 

Review, the figure for the final year of the Survey period which is published following 

the Autumn S t a  ̂ f  L should be shown as provisional only and Dependant on the final 

collective d e c i s i o n  l S L  o  n his Review. He has agreed to a figure of £4502 2 being 

^own, ie an i n c r e a s e  G L  e l i n  e of £380 million winch would be sufficient to f.nance 

a full 31/*% uprating in ti«|r in line with the latest projection of the RPI . Since 

at the time of the A u t u m n  l K ^  n t  , the decision to defer implementation of the 

main review measures will not bTpublicly known, the same procedure will need to 

be applied to the second year of the Survey; although the figure for this year is in 

^ imal not provisional and this is no f f t  t h a  n a presentational device. 
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^ ^ p  R I g m ^ S J W L  Y INDUSTRY 

T h ^ S k . 1986-87 1987-88 1988-89 T o t a l 

^ ^  i n  g Survey 


-1447 -1487 -1524 -4458 

1 • rp* 

e e l e c t r i c i t  y supply i n d u s t r y '  s i n i t i a  l b id was f o r a d d i t i o n a  l 

P rov i s ion of £613 m i l l i o  n over the three IFR years . On 30 September 
a  b i  d f o r  ̂ ^  f u r t h e  r £466 m i l l i o  n was t a b l e d , r e f l e c t i n  g a Late bid 

r ° m t h e  \ » t ^   p r o v i s i o n sought to £1079 r y > T h i  s t o o  k  t o t a l  e x t r a

m i l l i o  n over the p e r i o d . The increased b id of £466 m i l l i o  n inc luded 

90 m i l l i   ^ ^ ^  e assumption t ha t the Sizewell p ressur i sed watero n

r eac tor (PWR) w  ̂ ^ ^  p ahead; £130 m i l l i o  n to enhance the i n d u s t r y ' s 

a b i l i t  y to endure another c o a l s t r i k e  ; an ex t r a £55 m i l l i o  n t o 
m P l e t e the AGR s r  ̂ ^  o  ̂  a  t Heysham and to improve the performance 

S a e ty o f AGRs mo^rTg%neral ly; and a d d i t i o n a l c a p i t a  l expendi tu re 
qu i red by the i n d u s t r y l a r g e l  y to meet requests f o r new suppl ies 

which 

^ are growing w i t h the economy. The Secretary o f State f o r 
e r  g  y o f f e r e d t o secure s a v i n c  ̂ ^  f £603 m i l l i o  n aga ins t t h i  s b i d  , 

t he re fo re sought the f o l l  ̂ ^ J f c  h a n g e  s i  n base l ine p r o v i s i o n : 

+ 3 7 9 + 4 7 6+ 191 -94

2 * MISC 120 r u 
^ reached agreement w i t  h the Secretary of State f o r Energy on 

° H o w i n g f u r t h e r genera l savings o n ^ ^ e ^ U n a n c i n g requirements 
0 f ^ e e l  t  i   i n d u s t r y : e c r c i t y

 -50 -50 -70 -170 T h  e

 e C r e t a r y  o f S t at h  i t  e f o r Energy a l so of fered - and ttJjSC 120 agreed 
W ° U l d  b e

c a .  h e l p f u l - t o seek rephasing of £50 m i  ̂ J p f ^  f work ing 
a requirements from the f i r s  t to the second IFR year . These 

° a n  Ses produced the f o l l o w i n g r ev i sed b i d : 

+91 -94 +309 +306 



l t s e  e r a e d i n c r e a s i n g l y d o u b t f u l t h a t t h e S i z e w e l l e n q u i r y r e p o r t 

W o u l d be r e a d y b y t h e s p r i n g o f 1986. MISC 120 t h e r e f o r e a g r e e d w i t h 

t h e^J^W  Secre tary o f S ta te f o  r Energy t h a t i  t w o u l d be r e a l i s t i c t  o 

^ ^  ̂ s s u m  e t h a t t h e t i m e t a b l e f o  r t h e S i zewe l l w o u l d s l i  p a f u r t h e r 

^PW3*"* This d i  d n o t r e p r e s e n t a c h a n g e i  n p o l i c y o n S i z e w e l l , n o r a 

^p^ion t h a t t h e p r o j e c t s h o u l d be d e f e r r e d b y a f u r t h e r y e a r . The 

i e f Sec re t a ry , Treasury a c c e p t e d t h a t i f  , i  n t h e e v e n t c o n s e n t t  o 

t h e c o n s t r u c t i o n o f S i z e w e l l was g i v e n b e f o r e Autumn 1987 t h e 

r e s u l t i n g a d d i t i o n a l e x p e n d i t u r e a b o v e b a s e l i n e s h o u l d be m e t f r o m 

t h e Resejn^k The s a v i n g s r e s u l t i n g f r o m t h e new w o r k i n g a s s u m p t i o n 

a t )  o u t t h  M y k  n  g  s i z e w e l l a r e as f o l l o w s : o f

Wm
 -60 -104 -66 -230 

Th ^ j j  L 

6 c u n i u  l a t i v  e e l W a j A n r o d u c e s c h a n g e s i  n b a s e l i n e as f o l l o w s : 

+W -198 +243 +76 

The  i  on b a s e l i n e i s  : m p a c t

* * " i n g a e i e ?  _ i 5 2b s l n _ i 4 4  4 
N e  « b a s e l i n e ^5KW 

n e -1416 -1685 -1281 -4382 XL 




A n n e x L 


1986/87 1987/88 1988/89 

^PVjsting survey 

e  i s^ ^ ^   108 0 0 

^ * ^ (NI ) 
 conducted a major rev iew of water s t r a t e g y l a s t yea r . The Subc

t t ee agreed i  t was impor t an t t o m a i n t a i n and s t r eng then pressures 
1 1 6 W a t  ^ J ^  b o r i t i e  s f o r increased e f f i c i e n c y ; and t h a t there was ,i 

s t r o n  g case 
^ ^ W ^ ^ r e a s e d investment i  n water se rv ices accompanied by 

ases i  n r e  w j ^ ^ ^   employed i  n the i n d u s t r y . I  t was u r n s  o n  a s s e t s

gnised t ha t ^ ^ j ^ ^ L e v e r a e n t of these o b j e c t i v e s would r e q u i r e 
i n c r e a s e s i  n the r e a l l e v e  l of water charges over a pe r iod 

o f years. 

• The S 
C r e t a r y  S t a t e  fm i l  l  ° f °  r the Environment b i d f o r an a d d i t i o  n o f £33 

to the E F L i  n 1986-87. This was es t imated t o pe rmi t an average 
increase  t n 

W a  t e  r charges o f no m o r ^ t h a n 8  i per cent f o r domestic 
consumers (\ • f l  ̂  

P e i  " C e n  t l e S  S  f o C h e r s  ) f o  r 1 9 8 6 _ 8 7° rwoul » which i  n h i s view 
. c o n  s i s t e n  t w i t h a c a p i t a  l investment programme f o r the water 1 n  

i U m 3  - H i o n  . MISC 120 accept t h i s  . The i r view was t h a 3  p r l c e increase of 8\ per c l W s Z f k d w i t h the improved prospect ext y e a r f 

n eR H .  ,  genera l l e v e l of i n f  l a t T c B i ^  i t e  r a u t h o r i t i e  s would 
b C H  l be abl ^ i ^ k  . 

&  U n d e r t a k e  a nw i t h an  ^  expanding c a p i t a  l investment programme 
U n c h a n  § e  d EFL; MISC 120 would have b e T i i J ^ a r e  d t o accept al o w e  r

increase toge the r w i t  h a smal le r investment programme. 

T h  e Secretary fQ 

Treas  a t a t  e f o r the Environment and the Chief Sec re ta ry , 
r y have a e r » A (t/^

e x  i s t i  s subsequently t h a t there should be AeJ ^ n g  e to the n g

 r V 6 y b a s e lf o  i n  e f o r a l  l th ree years . The S e c r e f B ^ f l  ̂  State r t h e £

 l r o n m e nfor t and the Chief Secre ta ry , Treasury a l s o  ̂ t a t f f e k  t  o aim a n  a v

 r a g 6  l n e r e a s e87 to  .  i  n domestic charges of about 8 per c e \ k S ^ 1986f

take e f fg 1 ^ ^ ^ ^ . 
ci n the - m the s p r i n g of 1986. This i nvo lves some r e  ̂ V f t a  n 

"ate of  i  V ^ P  ̂  
sought l

m

P r ° v e m e n t i  n the i n d u s t r y ' s f i n a n c i a l p e r f o r m a n c a ^ ^ ^ L 
by the u y  ^ N I )  * The c a p i t a  l investment tha t can be u n d e H a l J  L 

a ter indu 
n e e  u sd tr, w t r  y  i  1986-87, c o n s i s t e n t w i t h these d e c i s i o n s , w i l  l 

u oe es t imat n

a ed i  n c o n s u l t a t i o n w i t h the water a u t h o r i t i e s  . But the 



5 

ec re t a ry of S ta te fo r the Environment w i l  l be seeking t o ensure t h a t i  t 

\ k j k  i  s not less than £885 m i l l i o n  . 

- ^ B f k s 
^ | m  a e c r e t a r  y o f State f o r the Environment notes t ha t an average increase 

• "  ̂ p  p e s t i  c water charges of about 8 per cent w i l  l r e q u i r e very c a r e f u l 
w h e n  t n eP W s e f i t a t i o n  House o f Commons i  s asked to approve the necessary 

Rate of Return Order a f t e r the autumn s ta tement . 

The Secre ta jp^of State f o r the Environment envisages a White Paper on • 

a te r i n d u s t r y p r i v a t i s a t i o  n before Chr is tmas , f o l l o w e d by a B i l  l i  n the 

986 87 sess ion p r o v i d i n g f o r p r i v a t i s a t i o  n based on r i v e  r basin 
u t h o r i t i e  s ( l j  ̂ ^ m  a d l  y the present s t r u c t u r e of the i n d u s t r y )  . The 

^^^^^ ^ ^ ^ ^  L 

r e t a r y o f S t  ? ^ i  ̂  d the Chief Sec re t a ry , Treasury are agreed t ha t the 
U P  t  ^ i n a  n c i a  l s J f f f g c y f o r water a u t h o r i t i e  s w i l  l n eces sa r i l y have to 

reviewed as p a r t ^ B f c ^ r t h e  r work on p r i v a t i s a t i o n  , and t ha t the 

r e s u l t s of t h i  s w i l  l n  ̂ ^ %  o be taken account i  n f u t u r e p u b l i c 
expendi ture d e c i s i o n s . 




