PM/79/99

PRIME MINISTER

Interdepartmental Review of the British Council

I attach a copy of the report of the Interdepartmental Review.

2. The Review Committee was unable to agree on recommendations

to Ministers but listed options for Ministers to consider (para-
graphs 15 - 22 of the report). Since a decision on the level of
funding of the British Council must be reached before the White
Paper on expenditure in the years after 1980/81 can be published,

I would propose, subject to your agreement, to invite the Chancellor
of the Exchequer, Lord President of the Council, Secretaries of
State for Trade and Education and Science and the Minister for
Overseas Development to meet me as soon as possible to consider

the options with a view to making a recommendation either to you

or to the Cabinet, whichever you would prefer.

et

(CARRINGTON)

Foreign and Commonwealth Office

7 December 1979

CC: Chancellor of the Exchequer, Lord President of the Council,
Secretary of State for Trade, Secretary of State for Education

and Science, Minister for Overseas Development.
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CONFIDENTIAL

6. The core budget of £46.6 million comprises mainly

pay, and general costs of the whole range of Council activities
at home and oversecas. Tt is funded by grents from the FCO and
ODA, knowvn as the "mixed mon (t;"' y i;a\j,<>‘iﬁ er with a separate ODA
contribution to cover the a . administration costs of
cbrtain technical coopcration schemes which the Council

.on its behalf. The "mixed money" is apportioned

sponsors on the basis of a formula which derives an over:
weighted average from the proportion of aid work to informatic
rseas Agency money is

work in individual countries over

the Council on behalf of the ODA and various inte: rnational

organisations, for example, to pay stipends and allowances to

students in this country. General receipts come mainly from
Direct Teaching of English and Paid Education Services.,
Latter the Council acts as the paid egent of such bodies
World Benk and foreign governments in ganising and carrying

educational projects abroad.

TASKS

Te The Council listed, for the Review Commit

main tasks, in both functional and geographical terms

+- ) !

These were essentially the promotion of the English

abroad, the promotion of Britich books educational

the demonstration of British artistic end scientific achicvement
and the furthering of personal contacts and exchanges

working in education and other professions For this

proceed efficiently and to promote British interests most eflf
the Council considered that its overseas network should be

and that changes to it should be made only in response to

and aid policy considerations. The Councilt'!s establishme

1 April 1979 was 4,466 staffl. 2,250 of these were UK-appointe
of whom 520 were liable for service gbroad with 360 actually
overseas. The remaining 2,216 were locally engeged

J)
Qo

8. In 1979/80 the British Council is represented in

abroad ond maintains 25 regional offices i this country.

CONIMIDENTTIAT
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~— 4 =
breakdown of expenditure from the core budget, at 1979

prices, is as follows:- ¢ million
X Poor less-developed countries Il_il...’»‘
TT S OPBCSCountTies 4.9
Other less-developed countries 6.4
Rastern Buropean countries, Soviet
Union and China
OECD countri
Other countries

General /Global expenses (including
capital expenditure, fine arts, VAT
headgquarters control departments,
films, g'ﬁ(:n(::m'l exhibitions 'n,'i‘u.i'
and publications)

9. It is difficult to determine the cost

function or activity, partly because me

Council®s staff, particularly overseas, are

of different functions. The Committee conegidered
Councilt's system of management accounting

to enable the cost of particular functions,

of funding, to be readily identified.

DEPARTMENTAL PRIORIY

10. The priority tasks of the British Council as seen by
and ODA are listed in Annexcs 2 and 3. The I'CO considerecd
the British Council played a distinctive and important role
projecting Britain abroad, in furthering relationships with
other countries and in expending the use of the English lanzgua

Tt was the only body cepable of conducting Bri taints cult

relations, and its wide range of contacts with educational

professional organisations abroad were of great value.

considered that the Council should retain the ceapabili-

out the main tasks summarised in paragraph 7 above;

main aim during a period of reduced funding chouvld bhe
its pattern of overseas ropresentations as far as posoil

encuring overall cost effectivencps. In the Council!

CONIIDENTTAL
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p n‘-t e

(fnm,cx r}), which was enclosed with the T'oreign Secreta:

of 16 August to the Chancellor of the Exchequer, about
for setting up the Review should form the basis for this

consultation.
REVENUE EARNING

13. The Review Committee discussed with
revenue earning activities. The Review
while these were a useful supplen
activities they could not be ex
proportion of Council 'utiv’i.‘t;x or
funds. These activities in general
of initial ca })1 tal and in many countri
prospect, the teachiz 1g of Englisch,
or self-financing. Government reg
in many countries p'_"evo'n':; the Counci

the proceeds

the Council should be encouraged

revenve from existing service:
REDUCTIONS ALREADY DETERITIIED

1l4. Ministers have decided

Councilts coxre budget should

subseguent year by £3 million a price In addition,
because of cuts in the Aid Progr i
make a reduction of £2.2 million in their contribution
Council's core budget. This reflects the lower levels
activity in the arecas in which the Council operates.
the core budget from £46.6 million to £41.4 million.

of these reductions the Council will have ‘to abolish

a total of 368 UK-appointed postsc (32 of them overseas)

180 locally-engeged staff abroad. Almost all cuts in UK-a

<
4y

staff will be found from unfilled posts and natural wasto

reductione involve the closure of some offices abroad and

regional offices in the United Kingdom. Otherwise the
e

be to maintain the general spread of Council actlivitlies,

much reduced level.

CONT'IDENTIAL




OPTIONS FOR REDUCTIONS
194 The Committee considered the following options:

A. Maintaining '.,»,fi()u.‘l'l_ levels

16. Although the Review Committee was
further net savings by functional cha
that the Council should not be

those made for 1980-81, when it

cut in its core budget, at const

The Board of the British Council

'y

concern at any reduction below the

17. The costing of the options in
is in gross terms. In other words
from these options would initially

redundancy payments (see paragre

J

B. £37% - Jiillion Ootion

ot A ke e it o et e o ot - U -

1.8. Council officials

Review Committee a pape

of further reduections to bring the 1eil budged

level of about £37+ millior This would involve

complete withdrawal from a further four countries

to the three closures in 1980/81, end major reductions, which

would in most cases necesgitate closures of regional direcctoratc

0D

in a further eight countries. The Councilts present functiong

would continue but at a much reduvced level, and fourlteen region
offices out of 22 remaining in the United Kingdom

v a3 w212 Lo
(/o «(' )'); ].:] } | 10N ()T)l 1.0”n

e 00 el i 0 e A O S e e & @ O b B b e

19. The Committee considered thal their remit reguired

present at least three broad options for consideration by

Thi.es third option was discussed briefly with the Council,
not cosled or otherwise examined in detail by them.
of this option is that, taking the Council's own figures

£37:; million option, some £7.8 million would: still besspent

11

operations in 'OLCD countries' (broadly Vestern DBurope, the

. ' ' g y ' 4 I BN :
Ingli 'w~"n(‘ king countries and Japmm). The £33, million option

/i.':m' 1.C

CONFIDENTTAL
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et

jmplies that this expenditure would be reduced
say £4 million, by reducing the scale of the

in these countries generally (other than Japan).

20, The approach in paragraph 19 envisages across- the~boarx

reductions in activity in developed countries except perhaps
J h y J : ‘

Japan. As a variant such reductions could be concentrated on
A

particular countries or activities; the Council have costed
.’f: g gcassa’ ‘ , on (-)-" SUDVO 1

S Uy «
O e

certain specific suggestions. Pix
the Arts abroad, except in Eastern Europe, the Sovietl

PRESEE.

Union
China, would save about £2 million.
to officially sponso

element of the projcction of
Committee attached importance
developing world and Communist

+o ‘such work in exrn Furope

>

e c
world. Second, complete

D
- s —

;)O"" ng world would save £0,¢

| L Js arn k. 8 S ohe
be SUPPO1I

w1tuuruwal would be
unnecessary in those countries
reduce the educational and ac
and four of its cl

ew Zealand).

Withdrawal from N _more Ccoul tries The Council also

substantial reductions

costed the savings that would resul

in activity or withdrawal from ten countries beyond those implied
in option B. These savings would amount to some £1.
Some closures would be in developed and some in de
An example of this might be:

Complete withdrawal from:

.

T"inland Tunisia
New Zealend Philippines

end the closure of regional
Greece

Yugoslavia
Tndia

COUPTDEITLTAL




CONI"IDENTTAL

22 . Closure of five more UK
offices in the UK save those in

to be closed, this would result in

In the ODAt's view cuts at this level would
Council's effectiveness in carrying

placing and administering.students.

comes from the Aid Programme an
A: Programme a:
option in the light of future aid icy on overseas

from developing countries.

The effect of these options
to, and the totals of

terms would

1979-80

1980~-81 cuts

million option

million option

Turther possibilities:
TMarther 10 post
closures ~ 0.8
Turther 5 UK office
closures - 0.2 - 0.4

[ —————————

2
¥
:

The savings would be reduced by redund:
25 and 26).
TMPLICATIONS O THE OPTIOND

Redvndoancies
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24. As indicated in paragraph 14 above, the 1980/81 level of
expenditure is expected to involve only minimal
since the sum of UK-appointed posts which are

.1
!

together with wastage is expected to exceed by
90 posts the reductions actually required.

of less than fourteen are expected

grades where sufficient savings

2H's The £37% million option would be 1i to involve the

abolition of a.further 152 UK-a b8, cand 250 loeal.
1d involyv

engaged posts. The Council est]

redundancy payments of about £1

.

year or £0.3 million a year over the
In addition there would be continuing
met from the Councilts budget ou

of up to £0.2 million a year.

26. The Council

option wouvld cost dancy payme

if implemented in rea The annuval cost over three

o - n o § g o N y g . o SaLs ~ i A,
]-9031/(_3 4 migh't. therefore he at mc 3 miklion. There would

.

be continuing compensation payments, again outside the superennuatv:
scheme, of unknown zmounts.

FAT P i , ffects of the £33% million option

on the staff structure and prospects of cil personnel, the
Council have expressed very serious concern about the scale of
such a permanent reduction in staff numbers, with a resuvltent
disruption in recruitment, promotion, morale and viability of
organisation., It is relevant that Council staff have no rigi
transfer to the Civil Service. While the Council may have

exaggerated the effects of the various options, the Committee

accepted that there would inevitably be trancitiona.

in adjusting to a much lower level of aclivity.

Aid Prorsromme Tmplications

Almost half (£20 million in 1979/20) of th

direct financial support for the Council

CONFIDENTIAL
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Programme and in all the options Aid Progromme financ

continue to be needed on a substantial scale, ie at
£16 million a year. However, the precise
in future years will need to be
policy, the funds available and

in British Council activities.
REVIEW OF THE COUNCIL'S ADMINISTRATION

29. The Committee were agreed that
adninistration should be uvndertaken
ODA. The purpose would be

system of manpower control;
paragraph 9 above, financial control
shouvld include some test inspection
The review team should be led by a
and Evaluation Division of the Civil
inclvde a suitably qualified

abroad the assistance of the

be sought.

CONCLUSIONS

30. .»’{_;,1"6«.;_5J"aph s 16 yo 23 list the range of options
the Committee. The Committee couvld not arriv

4

of which option or options to propose to IMinis
31. It therefore agreed to recommend that the

1.1

Commonwvealth Secretary circulate this report to his

proposing that it should form the basis for early Jilini :1'."50::.";]':,,'_.

discussion.
2 The Committee recomnended that a review of the Councilt's
organisation should be carried out on the lines set out in

paragrai 1. 29

Tord Nicholas Gordon Lennox
Chairman

CONRIDTEITLATL
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SUTPD AT
1:.\ |J-(;.§

Functional

the promotion of the

facilitating to mutual benefit

and skills between the peoples
countries over

disciplines

materials

-~ {

(iv) contributing to Bri
access to and demonstrating

educaclion, SsSCleilCec nd .i"_.3:;1(,'](h_

(v) fostering

match British resouices

aid, cultural exchange and

that the overseas nel
changes in it should

long-term foreign poli

(ii) that there should be full regular consultations

FCO, ODA and the British Council on priorities

the major categories, eg

major allies and
key suppliers of

potential adversari




emerging marke’

politica

major aid countries

other

and as between countries in the:

CONFTDENTIAL




"{I'H\\;S OF THE

The British Council is the agent for the cultural, educational
o b

(including scientific and technological) and English language

aspects of British Foreign Policy.

Administration and Review

(Based on
clentific

>rivately a
|

Administration in Britain of Multinational award sc
UN and its Specialised Agencies ommission of the

b . . ko FSESE y . . L b | S ol al e g = Yoha i ik »
Development Fund (Lome DECD and uticlil of Europe,
I IS

English language teaching, providing broad political

comnercial advantages.

In depth contact with education ministries and institutions

ovVerseas.

Country financed training schemes and paid educational

foreign government scholarships art of British Council

n)(‘}l()l(n]( -’,{) ])L‘ I’Jt“ll [ll ).

&

\

Specialised overseas trade promotion wo? . (especially books).
Visitors (sponsored, official or private).

Support for British cultural artistic events

priority being given to support

Burope and the developed English speaking world.

(

Advice to potentisl students on educational possi

the United Kingdom.




4

The above are not in order of importance as priorit

functions necessarily vary from ccuntry to country.




CONI'TDENTIAL

‘itish Council, on behalf
Ministers, administers those aspecl
training which may be entrusted
of specified countries.

f {

to the following funct

Counci.l

a., Placement

financed und

Providing advic

resource centre

English Lang
Books and
Education
Technical

Tertiary

ODA WLl Do ' e Council for

services

general education,

curriculum development, including maths and s
educal 3(;}’1,

non~formal ecducation,

education planmming and admini:

parts of education media work

medicine,

agriculture,

veterinary science.

CONFIDENTTAL




only; the Council

a. help draw up and manage
various other functiomna.
1

English language Teachin

4~

provide a e to Posts

UK aid to education;

provide back

education sector;

identify possiblc

The above are not in order

vary from COUD‘L.?T‘] o .chunc

The choice of countries

1
|

maintained reflects the relative
education and training inputs; anc
political and developmental factors

attached to British aid for individual

CONEFIDENTIAL

countries.



NN INT NDNYIONMT AT
CONI*"IDISNTIAL

id

[ATSON BETWEEN THE BRITISH COUNCIL

1. There will need to be regular consultations between
British Council, FCO and ODA about the practic:
fulfilling the Council's role and the provision of

finance.

hould be a p-

2. An important part of the procedure s

meeting at senior level between the British Council,

probably in May or June each year, ie in good

plans to be taken appropriately into account

v

miyy

the British Council budget. The aim

-4

activities in the light of

The FCO representative wc

CONFLDISHTIAL




ANNEX 5

1 The following paragraphs outline ways

Ao

~

- 3 . . U A 1 ~ T o
in which the Council's mixed money and aid

administration budget might be reduced tc

£37% million from £46.6 million.

in brackets in the right-hand colum:

o
O

the cuts included in the 1980/1

Functional ch:

Qe
The Council will

for

the key English Language
programne
direct teaching operations

2

have either already achieved

sufficiency or which merikt a

subsidy for political reasons (ie
some of the newer ventures which

will require 2-3 years LO Snow a

profit will have to go now)

host government supported Enclish
languasre teacher training

programmes in priority countries
English language work associated

with paid educational services




Total Savings of
Savings which in 80/1
(1979 prices) (1979 prices)

£'000 £'000

As a consequence,direct teaching

operations will be closed in Costa

Rica, Maracaibo (Venezuela),

Morocco and one of the centres

in Germany. In addition a number

of English language specialist

o)
{

posts overseas will be suppressed.

o Libraries and Books Work

B

The Council will restrict lending
library services to those countiries where

they form an effective means of providing

o)

+ha

information to key sectors of the public.
Elsewhere services will be restricted to

~

reference services in support of other

Council activities; promoting the us

sale of British books; and helping
-development of public sector

services in the developing werld.

As a consequence, 7 libraries in
Northern Europe will be reduced to
a reference function only. Else-
where overseas 9 libraries will be
closed and a number of London-
appoiniced librarian posts will be
suppressed., Allocations for
purchase of books and periodicals

will be reduced by 40%.

CONFIDENTIAL




Total Savings of

Savings in

1070 w1 e “ )70 e ’
(_‘ )/ P1 L0 4 / )1 &

S
i
e ' AnAn
£'000

‘The Conncil will limit its role in the: arl
to that of promoting British achievements

overseas in countries of major commercial

or political importance to Britain, on a
basis of minimum financial support.
Geographically this change will mean tha
Council arts work will in the main be
restricted to the countries of the Scviel
Bloc, China and the OECD. The Council
considers it vital to sustain activity in
Western Europe where commercial interests
are strong and where analogue countries

rate the arts highly in national life and
in cultural relations; where receptivity
is high, logistical problems low, and
where the Council's own contributions to
arts manifestations frequently secure
overseas financial backing five times as
great (or more) and are therefore
extremely cost-effective. Co-operation
with the third world, including
developing Commonwealth countries, will be
heavily reduced.

O Education and Sciences

The Council will have to restrict its role

of ensuring that British achicvements in
ceducation, scicnce and technology are

known to those people whose knowledge of

CONFIDENTTAI




Total Saving
Savings which
(1979 prices)
£'000

them is most likely to benefit Britain
and their owvn country. It will continue
to provide professional support for the
Council's role in paid educational

services.,

As a consequence
there will be a general cutback in
exchanges, eg the Younger Research
Workers Interchange Scheme,
Academic Interchange with Europe
and the Commonwealth University

Interchange Schemes wil!

publications such as

Medical Bulletin and DBritish

Medicine will also cease Lo receive
a subsidy from the Council. The
BMB, as a highly valued journal,

must be hived off to a commercial

publisher

the advisory function provided by
Headquarters to ensure the successful
placing of technical cooperation
trainees will be cut to match an
assumed substantial reduction in the
Technical Cooperation Training

Programme.
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Total Savings of

QN /1

fv;(\\’]l'lj"‘d which in oU/ 1
(1979 perOH> (1979 prices)
£'000 £'000

6. Geographical effects 3,709 _ (2,500

The functional reduction already detailed
will reduce some operations so far that
ther is little point in sustaining them
as operations deprived of worthwhile
resources. In consequence of this, of

the views of our sponsors on relative

priorities, and. of the need to achieve

Y,y
AW

further savings, the Council will withdr
< b

from the following 7 countries:

Austria

Costa Rica (1980/81)

Ethiopia

falta (1980/81)

Mauritius

Morocco

Zaire

In addition the Council will make major
reductiong which will in most cases
necessitate the closure of regional

directorates in the following 9 counLries:

Brazil Pakistan
Germany Venezuela
Ghana

Guinea-Bilssau

India

Kenya -

Nigeria




Beyond this it will be necess:

v C.O

Total Savings ol
Savings ;
(1979 prices) (1979 price
£'000 £'000

effect further savings by reducing London

R~

appointed and locally-engaged staff

establishments, and by decreasing

functional

ctivity across the

the following countries:

Algeria
Argentina
Australia
Bahrain
Bangladesh
Belgium
Brazil
Cameroon
Canada
Chile

" Colombia
Cyprus
Denmark

E Jerusalem
Egypt
Finland
France
Germany
Greecce
India

Indonesia

Iran
Iraq
Israel
Italy
Japan
Jordan
Kenya
Korea
Kuwait
Lebanon
Lesotho

Malawi

Mexico

Nepal

Netherlands

Norway

Oman
Pakistan
Peru

Yhe 14 nninsc
Philippines

CONI”

board i

Sweden
Syria
Tanzani
Thailan
Tunisia
Turkey
United
USA
Venezuce
Yemen

Zambia

IDENTIAL

"
11

%]
s

d

Arab Emirates
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which in &0/



Total
Savings

g
(1979 prices)

£'000

Reductions 24,3809

Functional and geographical cuts already
(&) I o

.l
detailed include elements of support
- 3 : - L. \ PR | ~ e o o

services provided at Headquarters
Further reductions at Headquarters

and in Britain will be made as follows:

\

cuts in specialist tours (167

cuts in Council scholarships

could amount to a

volume (if risen costs are not
provided in 1980/861 to cover the
accounced increase in overseas studer

fees)

closure of London Overseas

Centre

withdrawal of Council support frou
Commonwes lth Youth Exchange
reductions in Lducational Contracls

Department

suppression of posts in administrative

and operational departments

cuts in staff training and other

costs

a reduction in the area network firom

25 to- -8 offices.
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Total Saving
Saving which 1n

(l‘"ﬂ nif:cﬁ) (1979 pri
£'00¢

8. Aid Administration 90¢ £578)

Further savings will be made
of Aid Administration funds res
reductions affecting Technical Co-or

)
1
i

Training Deptj; Books Division, Mec
Resources Department, Lducation Medi
and Science Division, and Cverseas
Students Services Dept.

Capital

A general reduction in the lev
Capital Programme. No provision
£

for initial investment costs of

Teaching of English operations.
10. ummary of Savings

v

Mixed money and Aid Administration provixion

Nt

MAJOR CLOSURES AND WITHDRAWALS IN ADDITION TO THOSE

(]o,l ~e of !(p;ﬁfrntuﬂ'on<

PReisiS R AR e e e e A e i e

Austria
Ethiopia
Morocco

Zalire




serjonal directora

Kenya

Nigeria

Pakistan

Jending Libraries in:

e et i i 2 Y 1 e et S R S O W

Finland

Netherlands




COVERING SECRET

MR, VILE
CABINET OFFICE

He spoke a moment ago about two minutes

ad

I enclose copies of both minutes.

MO'DBA

7 Deeember 1979
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Treasury Chambers, Parliament Street, SWIP 3AG

NR (]

Rt Hon Lord Carrington PC KCMG' MC
Secretary of State
Foreign & Commonwealth Office

Downing Street i )3
LONDON /3

SW1A 2AL 12 September 1979

Doar [,
INTERDEPARTMENTAL REVIEW OF THE BRITISH COUNCIL

/

Thank you for your letter of”@,September.

I am content that the review should proceed on the lines you now
propose, and I agree that the work should be started without
further delay. Your end-November deadline will barely give time
for our collective decisions to be reflected in the public
expenditure White Paper to be published at the end of this year;
and I very much hope that the review can be completed before then.

I am sending copies of this letter to the Prime Minister and the
Lord President.

) ey

|
/

V. /)j
M. D)

JOHN BIFFEN
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10 DOWNING STREET

From the Private Secretary 17 December 1979

fi s 90, 2

Interdepartmental Review of the British
Council

The Prime Minister has seen the Foreign
and Commonwealth Secretary's minute to her of
7 December on Lhis subject and the enclosed
report.

The Prime Minister agrees that the Foreign
and Commonwealth Secretary should invite the
Ministers mentioned in his minute to discuss
the options listed in the report. The Prime
Minister would prefer it if the Foreign and
Commonwealth Secretary could report to her,
hopefully with agreed recommendations, rather
than to Cabinet.

L
/ DA LAy

/ 2"4"&/{7 2 ?6\‘{5 (/\-A\,L’\/

Foreign and Commonweal th Office:

Paul Lever, Esq.,




9
gﬂy:;%a
Ref. A0968 Lo Wm WA(A
ey Lot A

Interdepartmental Review of the British Council

The Foreign and Commonwealth Secretary has submitted to the Prime

Minister the report of the interdepartmental review by officials of the British

—

Council, set up to seek further net expenditure savings in the years 1981-82 to

1983-84. The Committee identified a range of options but was unable to agree
on which of them might be commended to Ministers. The Foreign Secretary

therefore proposes to discuss the report with those of his colleagues who are

e,

most closely concerned. This seems the right next step. As to whether

Lord Carrington should report to the Prime Minister or to Cabinet, although
the British Council attracts considerable interest in political circles, the
expenditure involved (less than £10 million) does not seem to justify Cabinet
consideration. If the Prime Minister agrees, therefore, the Foreign and
Commonwealth Secretary might be invited to report, hopefully with agreed

recommendations, in the first instance to the Prime Minister.

MV,

(M.J. Vile)

14th December, 1979







