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I attach the briefing sheets that were in the Chancellor's folder
for his oral statement in the House yesterday. 1 gather that the
Prime Minister asked for these. They were put together in some
haste and I cannot guarantee that they are accurate 1in every

single respect.

Assistant Private Secretary
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e ECONOMY - CENERAL
"Eﬂnnamx_in_n_mﬂﬂﬂ

Enormous imprnucmcnt

T

- productivity manufacturing
grew fastor since 1980 in UK

than other major economies

profitability highest since
1960s

business start-ups 1600 a
weak in 1989

employment up 23;‘ million
since 1983

Led to a surge of confidence and a
problem of too much growth,

Lowest growth rate in Burope/G72

Our cycle is ahead of theirs

over 10 years to 1990 highest
growth in EC

4 years to 199%0 average
growth about 3 per cent

need a sglowdown to return to
growth without inflaticn.

Ho sign of slowdown

- Retail sales fallen over last
3 months

house prices stopped rising
and falling in some areas.

Why are inflation and trade
deficit so high?

- Surge in borrowing in last
2-3 yvears

with hindsight demand growing
too fast in late 1987 and
1588

expected Stock Market crash
to lead to slowdown - as did
Opposition [eg Smith

14 Hovember “"growth will
inevitably slowdown. Now is
the time for cuts in interest
rates to stimulate the
economy"].

it didn't happen, econcmy
roared on.,

Unemployment to rise

Hope not but largely in hands
of wage negotiators

excessive wage claims
threaten not just own jobs
but other peoples’

(like Labour government) no
forecast of unemployment.

Recession and bapkruptcics

Not forecasting a fall in GDP

but firms need to keep their
costs under control

Industry has more to fear
from high inflation.

_mirlgage misecy/reposessions

Understand difficulties

but inflation must be brought
down

BE5S per cent of household
borrowing is mortgagos

repossessions in Hl1 1989 less
than 0.1 per cant of loans

average monthly payments on
mortgages have risen €52
since June 1%88 (low point).

Result of tax cuts

Ludicrous

fiscal policy as tight here
as in than any other major
country

1988 Budget cut taxes by
E4 billion compare

E54 billion increase in
personal borrowing and the
£11 billion increase in
imports that year.
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FORECAST SUMMARY

13839 1330 PSDR

GDP - total LE 2 1% - PSCR 1989-30 forecast at
= non=0il 5 3 L] €12.56 billion

(E¥.3 ex pp) compared to

Current Account =14% =20 -15 £13.8 billion
3 [EEB.B ex pp) in FSER
Exports L iy BN
no forecast for 19290-91

Imports 9k 1% until next FSBR; working

agsumption in AS that
Domestic demand LE | 0 game as in last FSBR

(€10 billion)
Money GODP Bl 6%

RPI Q4 (L

Demand slowing?

ratail sales virtually flat:
in last three monthe show

k¥ per cent fall on previous
three months and 1% per cent
higher than year earlier.
Slowost annual growth since
June 1982

housing market cooled off
markedly; latest RICS survey
shows 95 per cent of estate
agents reparting stagnant or
lowar prices over last guarter

company spending takes longer
to adjust but is clearly
gslowing, as recent intentions
BUCvVeys show
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HONETARY POLICY

¥hat is interest rate policy?

To set wvhatever interest rates are needed to
bring down inflation.

¥hy ls MO abowe its target cangpo?

reflects growth of inflationarcy
pressures

coming back now towards target range

How will you get it within {t?

clear signs thet high interest ratas
are bringing monetarcy growth back
towards renge

Credit controla?

credit controls not the right way
disadvantage British banks

vnenforceable in today's global markets

I1f Mopetacy Policy works. why ore we fo such
B mCSET

because, with hindsight, monecacy
palicy was not tight enough in the past

underestimated the surge ln confidence
which led to unprecedented borroving by
consumers end an Investment boom at the
same time

can't ailvays predict these things
exactly, bound to be cycle but need
determination to get on top of
inflation

Hﬁz_nj_hznﬁﬂ_nnnE;_ang&LnT

no plans for new targets.
track record

MO proven

take broader moneéy changes into account

but velocity trend has beoen too
unstable to make suitable for target

difficult to interpret eg in 1980-81
and now gives no sign of tightening
policy and Impending slowdown

Eunding policx?

aim i% for Govermment to conduck
affairs to have a broedly neutral
effect on funding

but Honsion House Epeech repested bthat
we do not offser all currency
interventions within year so in
practice likely to be socme over-funding

thia year

[full Funding:i- to fund total of
maturing debt, PSER and change ia
Foreign Exchange Reserves

by sale of debt outside banking and
building society sectors],

What is exchange rate pollcy?

To take exchange rate {pto account im
getting interest rates and to stop a fall
in the exchange rate undermining our
counter inflationary policy

i overvalued?
15839 exports of manufactures up
11 per cent and proficabllicy wp

shows firms can compete but
certainly need to watch costs and
look for opportunicles

LE_'I:..:LL..ﬂ.ﬂu!
Ho government can be indifferent to
exchange rate

8 fall in exchange rate increases
inflationary pressure

I ctherefore favour a strong E

Eﬂﬂhnan
not a panscea, 8till aeed high
interest rates to bring down
inflation

not right to join now

but when not whether and during
Stage 1

conditions clear - vhen UK inflation
is significantly lower, there is
capital liberalisation in Community
and real progress has been pade
towards completion of single market,
freedom of Einsnclal services and
strengthened competition policy

Why bas £ fallen?

£ ecill arovnd fts level in 1987

bound to be movements up and down

tight fiscal and ponetary pollicy
will keep it firm
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Izchange rate movements
£ /ERT

1978 101
1980/81 peaks 131.9
1983 (L£/§ trough) 90.5
198€ average 91.5
1987 " 290.1
1988 " 95.5
Budget day 19889 96.1
5 Gct (last inkerest

rate rise)
23 0ck {pre Lawson)
14 Hovember

{close im London)

Hopetary aggcegates
End 87 End B8  Sep B9

MO 4.3 L A L -
M4 +16.3 £17.6 +17.3
Bank and Building

Society Lending +1%.0 +25.5 +22.0

* %=1 per cent higher adjusted for postal
strike.

Intereat rates

Basa 10 year
rates gilt

Oct 76 Labour high 15
Gce 77 Labour low 3
Oct B? (Black Monday) 10
Hay B8 {low point) Ty
25 Nowvember 1588 13
24 May 1989 14
5 October 19885 15
14 Hoveaber 1589 i5

EONETARY POLICY - FACTS

MIFS framewvork

Lagt MTFS published at Budget time
March

Hain points:

=00

Hubej GDOP 7%
Real GDP 1 2%
Inflation I 5
MO I 1=5
PSDR

(£ billion) 14

Money COP

Three measures - Expenditure,
Income, Qutput

ehould be equal but never are
g0 C50 wse GLCP(A) on average

C50 recently made adjustments so
that GODP(E) grows in line with
GDP{0) which they think is best
short tersm measurs

volume (real terms) GDP figure
inflated by GDP deflator to give
money GODF.
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INFLATION

Inflation not coming down

Bound to take time but clear that
demand is slackening.

Inflation already peaked in
May (B.3).

Mortgage interest distorts level
but still as good as Labour's best
month.

Interest rates forcing up
inflation?

perversa impact on RPI

but encourage saving and
discourage borrowing

reduce demand pressure

in time bring down inflation.

Bhy did inflation rise?

- rise in inflation is worldwide
over last two yoars

underestimated surge in
confidence which led to
unprecedentad borrowing by
consumers and Investment book

with hindsight, should have
tightened monetary policy at
end-1987, early 1988

but post-Stock Market crash,

concerned at collapse in
confidence

Forccast
Percentage change on
year earlier

1988 1989 1990
Q4 Q4 o4

RPI by 7 5k
Food 4 6% 5k
Mat.Ind. Ty T T
Housing 16% 11

Other 4% LE"

Public sector prices to blame

= Mational industries need to
finance investment.

But thelr prices not big
factor in RPI (4% per cent
walght}).

Main problem is housing

where impact of interest
rates is clear.

Housing?

- reflects malnly interest
changes and rising house
prices

we expect growth in this
component to fall next year

never publish interest rates
assumptions

Community Charge?

- level of community charge is
up to LAs

will be included in RPI

PES figures based on past
trends not on any assumption
about community charge. But
consistent with £278

Hationalised industries

- rises for rail (announced
for Pebruary 10 per cent
LRT, 9 per cent BR) reflect

need to finance massive
investment programmes

industries should earn
commercial return

History
Average Low High

Labour 74-79 15.5 7.4 26.9

Conservative T.5 2.4 21.9
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BALANCE OF PAYHENTS

‘ll:flnit_anxiﬂui problem?

Does indicate ecopoey has been
overhest ing

Hust come down

Forecast - E20 billion 1o 198%,
£15 billion in 1990

Fall of 1 per cent of GDP

Hope and expect to see it fall further
in later years

Only k of manwfacturing ifmports are for
consumption, % for preduction and
investment

Private sector deficit does not reflect
unsustainable government spending

Et:utturul problem?

Rise in manufscturing deficit reflects
growth and depand and; particularly,
investment

Investment will help bBring down future
deficit

Marufecturing exports cising strongly

{11 per cent in 1989, BX per cent
in 1980) shovs we can compete,

Heed to devalue?

-

Key to competitiveness is unit costs -
in industiy's own hands

Cannot allow depreciation to undermine
pur fight sgainst Inflation

Exports grovth shows British industry
CAN compete

But, as capacity constraints ease,
industry needs to look for
opportunities at home where imports
could be displaced.

Current Aceount figures

1979 1985
Manufacturing -1k
oil 8
Visibles -3k
Invisibles 6k
Current Account 3
Balancing item i Gl

f£bhillion

Fu[ﬂiﬂii_ﬂELLIiELlET

Ho [uncertaln but best guess]

One per cent of GDP full forecast

1930 over 1989
Larger year on year Iimprovements

1.6I
P41

1568-9
1974-5%

Deficit will weaken sterling?

g Mo
| Hﬁ
Markicks eas Government 's sound
pelicles and commitment to leower
inflation

Favour a firm exchange rate.

Yhen will we get back to balance?

= Present lewvel of deficit is too high

But no presumption that we need
exact balance; plenty of investment
opportunities im UK

Bound to be times of deficit and of
surplus

Expect & continuing decline in
deficit beyond 1990

Invisibles
1989 - surplus down to E& billion (from

£6 billiony beceuses

lowver earnings from intecest/profit
dividends as result of interest
payznents abroad

{a)

(b)) net transfors overseas 1990

Recovery of tourlsm and flnancial
gervices forecast ln 1P2% and 1990 so
£6 billlon surplus in 1890

-

1586

-6
is
-9%

0y

11
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. ECONMOMIC ASSUMPTIONS

Horth Sea 011 Prices and Fachange Cata
Glose to recent levels
Exchange rate Hovember 14 89.1 ERI

Brent spot oil price of around §18 a barrel.

Inflation

Sept 89 Sept 90  Sept 91
1.8 (.2} 3
B9-90 §0-91 91=-52 92-93

GDP deflator 7 3 iy 3

Unemployment (GB adultl

1.67 8890
1.75 90=91 = 92.93

Agsuping {ocrease in woesployment?
Stylised assumptien

Hever forecast unemployment (nor Jdid
Labour)

depends on negotiations on pay

vith slov dowvn in output growth
unemployoent could level off in coming
months

fallen by nearly 14 million since
July 1986

eaployment up since 1983 by 2% million

1.75 agsumption set in summer for
survey discussions, gquicker than
expected decline im unemployment #lnce
then but prudent not to adjust
assumption lower for FES purposes

1%88-90 E12k billion
{Budger £13% billiom)

Forecasts

Assumption: 1990-91 £10 billionm
(MTFS)

Beduction in FGDR 1989-30

£4 blllion lower privatisation
proceeds

higher take up of personal pensicos.

Fiscal adjustsent

have net publizshed fiscal adjustaent
in AS for four years

tex changes and review of HTFS
matters for the Budget

have not thought about the Budget
yat

but determined to keep fiscel policy
tight as part of anti-inflationacy
strategy

Assumptions on North Sea odl production

accidents - Piper Alpha, Fulmer,
Brent D., Cormorant

réduced GDP growth by 1 per cent
in 198%; forecast to booskt growth
by &k per cent in 1950

Depress trade balance by £ billion
in 1988 and E£1% billion in 1%39

oil surpleos forecast to rise to

£2 billion in 1830
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HANUFACTURING

Output increcasa Irade

1389 03 Manufacturing Industrial Exports

1979H1 +12k +11% - our share of world trade (in
volume and value) falling over
1981H1 +33 +25 20 years (all Governments)

19BBQ3 +3k -

1988 on 1987 by - The 1989 UK share volume of
world trade forecast to rise

1989 on 1988 iy

1990 on 1989 1k
volume of exports forecast to

Share of GDP rise 6% per cent next year in
line with world trade

Imporis

- share of imports in total

234 per cent in 1988 demand rising for 20 years.
(Value + Voluma)

304 per cent in 1974

28% per cent in 1979

long run decline in share of
GDP with the development of growth will slow with domestic
sarvices demand

but has grown faster than Productivity

non-North Sea GDP in 1987 and

1988 and forecast to do so in - up 5% per cent a year since
198% and 1990 1980

Investment 1989 H1 (including fastest growth of all largse
leased assets) industrialised countries (same

is true from 1979-1969)
tage
increase Profitability
aver
- risen strongly since 1981

1988H1 6k :
industrial and commercial

1983H1 63 companies profitability
highest for 20 years
1979H1 &

1988 an 1987 10%

strong growth also in 1989,
now at record level

guality much improved too
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shy did Lawson go?
.G-ur:!:s-tiun for him.

I have had less time than anyone to
think about it.

Lawson paw the books and went?

Wholly unfair

no-one who knows my RHF would
believe that for a moment

temporary slowdown but
long-term prospect is
sustained growth without
inflation.
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PURBLIC SPENDING PLANS

Jou've lost control of it?

No,
year.

Ratios unchanged from last

Real growth in GGE| averages 1% per
cent BE-89 to 92-93; same as
increase from B8-8% in last plans.

GGE only 2% per cent higher in real
terms in 30-31 than in 84-85,

Faster growth of programme spending
possible due to lower debt
interest.

GCovernment accommodating inflation?

Ho. Costs have riszen but no
acrpnss=the=board auvtomatic
compensation.

Fey priorities show substantial
real growth; some programmes show
cash fall.

Beserves inadequate?

Reserves prudent; slightly lower
than recent years reflecting NPT.

Additions to previous plans?

Impossible to say. Previous plans
didn't include forward figures for
some key elements of NPT such as
central government grants to Las,
New plans together with projections
of items outside NPT imply
additions to total GGE of

£54/6% billion next year and year
after. (Probably similar increases
on OPT basis.)

Planning total up sharply in 90-917

Reflects introduction of new system
of LG finance: huge swing from LA
spending cutside NPT to CG support
for LAis within it.

Abandoned planning totals for GGE?

No change to GGE or overall public
spending pelicy or objectives.

NPT simply a better instrument for
achieving those objectives,
allowing better planning and
cantrol .

Identifies more clearly differing
responaibilities of CG and LAs.
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1989 SURVEY: CHANGES TO GGE (ex pp)
1988- 198%- 1990- 1991- 1992-
89 S0 g1 g2 83
£ billion 185.7 200.5 215.4 227.2 238.1

Eurvey
increase Sy B

I Heal

lncrease on

previous

FEACS 1.0 2.3 . 2.2

Average 1% 1538-89 to 1992-93%

GCE (ex pp)
I of GDP 39 JB% ity

[Last
Autumn
Statement 39%

Debt
Interest 168.1
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SECRET

!uii] Hain Changes to Departmental Proprapmes from 1989 PEWD

=2ntral Government Ovn Expendituce E million
Malin Chapnges from 1989 PEYP Jegf-91 = 199]-92 198690 - 1990-61
locregse "=

Dapt of Realth +2030
Deprt of Social Security + 4870
DOE - Housing +710
Dept of Transport +340
Northern Ireland +230
Chancellor's Departments +460
Trade and Industrcy o
Department of Esployment =70

Hemo
Total CG Own Expenditure +11,250

Eublic Corporationg
£ millicn

Main Changes from 1989 PEWE 1350-91 @ 1991.92 1989-90 - 1990-9]
lncrease fm
Cepartment of Transport 400 +500 4170

Department of Energy +310 = 20 =300

Hemo:

Total Public Cobporations
of whichy

Hationalised Indusiries

(viii) Lpocal Suthoricles

New planning total includes only local suthorities experditure financed by central
EOVEernment ESuUppaEt. Local authorities self-financed expenditure now outside
planning total, though still counted within GGE.

Hew plans for ceptral government support to local authoriries:

£ billico
198950 1990-9] 1581-92 19%2-91

3-8 1.8 431.8 b4 .5




Comparison of OPT/NPT

OLD __ NEW

Central gnuernmeni's oW Central government's own
expenditure expenditurce

Public corporations Public corporations

Local authorities spending Central Government support
{net of capital receipts) for local authorities
= Current = Revenue Support Grant
- capital = HNopn-domestic rate payments
= Specific grants
= Credit approvals

Privatisation proceeds Frivatisation proceeds
Resecve Eesecve

HE"I- I-"l n.:]_ninf. Tuinl

Dia_Pliuniig'TnEii =

Local sutkority self-finsnced
expenditure (net of capital
recelpts)
General government debt Interest Central government debt Interest
Other adjustments Other adjustments
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LOCAL AUTHORITY EXFENDITURE

Plans consistent with C.Charge of
E2787

= projection of total
(ie current + capital)
LA spending based on past
trends and slow modest real
growth

not based on any assumptions
on how LAs will finance it

up to LAs to set C.Charge

£278 (England) charge for
Total Standard Spending

LA self-financed expenditure
unrealistic?

e Simply residual based on
trends in total spending and
plans for CG support

surge in capital spending in
1383-90 distorts the trends
(expected fall of £1.5 billion
in 1550-91)

Unrealistic?

= 1390=91 figures in line with
past trends taking account of
fall in capital spending
following surge in 1989-90

falling real growth reflects
greater discipline of C.Charge
+ fall in debt interest as
authorities redeem debt

Main figurea (£ billion)
8%-9%0 950-91 91-92 92-93

CG Support 38.1 41.8 43.8 44.9

Total LA

expend. 515 7.3

53,5 55.5

Salf-
financed 13.2 132 12 12.5
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Local authorities

Forecasta of LA spending
unrealistic, so GGE projections
Incredible

Spending projected to rise in
line with trends of past 10
years,( with some adjustment
for lower capital spending next
year) Lower increases in 91-92
and 92-93, reflecting fall in
debt interest payments, some
moderating of plans in line
with greater accountability,
and consistent with lower
sepending from receipts,

Forecasts of self financed
spending imply community charge
abova E2TH?

Consistent with wide range of
CCs (if pressed including £278)

Forecast derived from top down
projection of LA spending, in
line with past trends

Self financed expenditure not
eguivalent to community charge
income, LAs can finance
expenditure from variety of
sources (cc, use of recelipts,
trading profits, balances, HRA
surpluses, fees, charges,
rents, interest receipts) so
projections conalstent with
wide range of community
charges.

Increase in ceptral government
support to las in 90-917

Reflecta:

- transitional relief

- commanity charge benefit

higher than rates

- credit approvals increase as
epending from receipts falls

- real increase in AEF

- difficulty of comparing old
and new systems of LG finance,
functional changes in LA
responsibilities.

Fall in LA gelf financed spending
in 90-91 Implausible?

Reflacts!

- increase in central government
support for las within total
spending in line with past
trends

- reduction in spending from
receipts following surge in
89-90.

LA projections show Illﬂ_nﬂ_gﬂﬂa
pean massive cuts in LA services?

- huge overspending this year
reflects anticipation of new
capital control regime. Reduces
need to spend next year.

- projections imply broadly
constant LA spending

What if LAS overspend next year,
Will GGE be ovexshot?

- GGE not control total

= HPT White Paper said take LA
spending into account in fixing PT
next year (could tighten CG own
spending or CG support to LAs)
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Huge increase in rasourcaes

ay e

£2.4 billion cash incrﬂasnﬁ
1590-91 over 1985-50 (UK)

E2.6 billion increase in
resources - 54 per cent real
increase (includes

£150 million new cost
improvement programmes and
£25 million income
generation)

gross spending in NHS
(England) in 199%0-91 up

45 per cent real increase
over 1978-79, compared with
6 per cent increase under
Labour

resources for NHS rising as
percentage of GDP in 1989-90
and 1990-91 and well up on
1978-79

Gross capital spending in
1350=-91 up over 55 per cent
real over 1978-79; fell by
30 per cent under Labour.
HCHS (England} capital
provision up 18 per cent
(12% per cent real) in
1930-91 over 1983-90

EnLa_thﬁ_iﬂﬂ:

9 per cent increase in cash
allocations in 1989-90

taking account of cost.
improvemants @he ., 4§ per cent
real ircrease in resour e

waiting lists 6 per cent
lower than 10 years ago

£86 million invested over
threa years to improve
problem

100 extra consultant posts to
be created over three years
(35 in 1%B89-50)

NHS_

Review costs

E257 million in 1990-91
(England) for specific
recommendations of Review

these include 100 extra
consultant posts over
three years, medical audit,
etc. which will improve
gsorvices

but leaving that aside
remalifiing increase Iin iy
resources is 4 per cent in
real terms 1n 1530-31

Management's offer to
ambulancemen (6.5 per cent
nationally; 9.3 per cent in
London) reasonable; no
provision for binding
arbitration

the question of pay for
nurses and doctors must await
Review Bodies reports

no comment on funding
implications before reports
are availahle in January

Community Care White Paper
expacted shortly (Thursday)

Maln discussion of resocurce
implications will be for next
year's Survey.
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PUBLIC EXPENDITURE - OTHER PRIORITY PROGRAMMES.

Transport

Roads: cash spending on
national roads planned to
double from BB-89 to 92-93;
by 90-91 capital spending on
trunk roads and motorways
will be nearly double 78-79
level in real terms; fell by
_over 40 per cent under
Labour,
Ay
Bail: extra £400-500 Pilliﬂn
a year for rail to upgrads
sarvices, relieve congestion
and improve safety. BR
investmant now at highest
leval since switch from
steam., LRT at highest ever.

Education

10 per cent real increase in
education and science
provision between B89%-90 and
90-91; large increase in
support for students and
fabric fequipment in schools/
collegos

record numbers entering
higher education

capital spending per school
pupil up 8 per cent in real
terms since T78-=789. LA
capital spending on education
up 25 per cent in real terms
in last 2 years,

Housing

Central govermnment support
for provision of new hocmes by
HAs will more than double
89-90 to 32-93

extra £4 billion over next
two yeara to tackle
homelassness .,

Capital Spending

aextra €14 5illion for gross
capital by CG/PCs in next
Ltwo yoArs

CG capital spending plans
imply 30 per cent increase
from TE=T79 to 92-93.

acience

-

international comparisons do
not reflect additions in 1989
Survey

extra E110 million for civil
S&T; DES sclance budget up
11 per cent in real terms
next yvear and will then be
25 per cent higher than
1978-79

basic ressarch and
environmental projects main
beneficlarias of aztra
resources

number of scientists and
eéngineers employed on
indaostrial R&D up 10,000 in
gix years to 19B7

academic staff in
universities doing full time
research in science and
engineering up over 50 per
cent in gix years to 1987-8E
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PUBLIC EXPENDITURE - LESSER PROGRAMMES

Defence

d year deal provides firm
framework

plans show El1 billion increase
each year on previocus year

1 per cent annual rise in real
terms (but falls as percent of
GDP)

15392-53 almost 20 per cent up
in real terms over 78-89

UR spending second highest as
per cent of GDP among major
Hato allies

no guestion of a defence
review. Trident is on
schedule and less than & per
cent of defence budget.

Agriculture

UE expenditure €2 billion in
89-90 rising to £2.6 billion
in 32-93

IBAP and CAF provision reduced
by £E150 million in 90-91 and
91-52 due partly to continuing
CAP reform

extra provision for food
safety measures eg salmonella
and cows (bovine spongiform
encephalopathy)

provision for devaluation of
green £ as agreed in
Agriculture Council last year

farmers' income fall in 1988
partly reflects weather.
Overall suppart for
agriculture remains very
substantial.

Plans allow for increase on
space including UK
contribution to ESA

Post Office provision includes
substantial increase in
investment to improve service

quality

net reductions in DTI
programme largely reflect
realistic view of take-up and
spanding on schemes such as
RDG (now closed), RSA,
Business Development
Initiative

DTI has major role to ensure
markets work better; doesn't
require major programme
gepending

net reduction on S&T more than
offset by S&T increases on
other programmes.

Substantial real increase in
B9-90 and 91=92

UE contribution to
peace-keeping, boat people,
drugs

expanded programmes for
British Council and FCO
scholarships and exchanges

BBC External Services 3 year
deal reviewed next year.

i
E




9 per cent real increase 92-93
over original 89-9%0 plan
(4 per cent over outturn)

UK algd 3.2 per cent of GDP:
close to DECD average

E5 million a year for Polish
Enow=-how Fund

UK private investment in
developing countries

(El1.4 billion in 88) greater
than rest of EC combined

Extra E100 million over
3 years in bilateral aid for
tropical forestry.

Budget discipline proving
effective eg 1989 Budget
£1.4 billion below ceiling

UE gross contribution after
abatement below 1 par cent of
GNP

Minor estimating changes to
previous plans.

Energy

Provision up next year to
raflect loss of negative
alectricity EFL and additional
funding for AEA
decommissioning and waste
operations.

no change in Coal EFL pending
cutcome of Coal/ESI
negotiations

regtructured Coal in good
shapa

ificreas&as for rescéarch into
cloanar power gﬁnmrat[nn1

Employment

Reductions reflect 25 per cent
fall in unemployment in past
Yearo

employers responsibility te
train those In work: are
spending £18 billion a year on
training; most recent data
suggests UK employers in line
with Germans

¥TS will be daveloped; full
provision for Business Growth
Training programme; extra helg
for disabled; funding for

80 TECs; provision for
streamlining Employment
Service,

Environment

Home

25 per cent rise in spending
on environmental research by
82-93, including Climate
Change Centre

substantial support for LAs to
tackle waste disposal problems

doubling UK's contribution to
UN Environmental programme.

Difice
Continuing real growth in law

and order spending on top of
70 per cent gince 78-79

huge acceleration of prison
refurbishment; anti-drugs
initiative; programme to
divert offenders from custody;
increased number of policemen,
police civilians, probation

gtaff and courts' staff.




3 year programme provides firm
basis for forward planning by
subsidised bodies

3 year programme reviewed in
survey and provision increased
by £33 million in both 90-91
and 91-92,

allows real growth of 7 per
cent in 9%0-91 and 2 per cent
in 91-92,

Social Security

Large rise in spending;
averages 4 per cent per year
in real terms,; B89-90 to 92-93

% million long-term sick and
disabled will gain from
disabllity package

200,000 people deferring

pension now able to draw it
whatever earnings following
abolition of earnings rule.

2% million poorer pensioners
gain from October 89 IS/HB
Lncreases

real increase in PC/IS for
poorer families next April;
third year of real benafit
increases for poorer families.

0 . .

=

S058 all issuing press notices
and will make detailed
statements once allocations
made

for all expenditure
identifiable by territory in
88-89, each territory has
higher per capita spending
than England.

Chancellor's Departments

Extra provision for IR
including independent
taxation, computers,
relocation

extra provision for Customs
including Single Market and
Chunnel preparations,
anti-drugs effort, computers,
relocation.

Running Costs

Running costs figures
published as usual in PEWP.




SECHET

until 15 Mowvezher 1589

then UNCLASSIFIED

(1) Programne bull points

(Totals represent additions to programmes unless othervise stated]

|[Hore detail on capital in E4]

ENYIROHHENT

HEALTH

DISABLED

Nationsl Rivers Avthority (DOE)
Bilateral aid for troplcal
forestry initiatives (ODA)
Flood defence ([(MAFF)
Pilot schemes to test
meafures to reduce nitrate leaching
into water (MAFF)
Copbating nitrates (MAFF)
Capital grants to farmers to
improve local environment (MAFF)
Earth Remote Sensing
Eatellite (DTI)
Ressarch Into remevable
ENETgy resources (DEn)
Energy efficiency
Bevelopment of cleaner
power generation (DEn)
Environmental research (DOE)

Antarctic logistics and
research vessel (DES)

Countryside (DOE)

More resources for Pollution
Inspectorate (DOE)

Remedlial wvorke on waste
disposal landfill and
vaste Incineraticon (DOE)

Full costs of NHS review proposala
on top of expansion of services

First 70 of 100 extra consultants
Action on food safety and animal
health (HAFF)

= pore benefits (DS5)
- better vheelchalr service (DH)

£20 millien im 15590-%1
£100 millieon over 3 wyears

£37/42/47 million in
total
£1/2/3 willion

£3 eillion im 1530-01

£12/13/11 million per year
]
)
) EB.2S3 406, 2mlllion

)

H
LBy million per year
Including £4/5/50illion
for establishment of
climatic change centre

£17 million im 1550-91

£6 million per yeasr

0.7 millien per year

£43 million in total
1990-91

L260 million In 1980-81
(England only)

£25 million In 15%0-%1
£4 million per year

full year cost:
£100 million




TRANSPORT 5
H
c

]

EOCIAL SECURITY

EDUCATION T
¥

G

!
E

I

SECRET
until 15 Movember 1989
then UNCLASSIFIED

tart on major new roade programme
anchester Hetrollnk

lenr malntepance backlog by
1852-93

ocklands road and rail links (DOE)

op-up student leoans
ity Technical Colleges
rant-gaintained schools
ncresasing supply of teachers
xtra grant for education authorities
teking over from ILEA

mproving fabric and equipment of
Higher Education colleges
mproving fabric and equipment of
schools (to ipplement naticnal
curricolus}):

= Yoluntary alded Schools

- LEA Schools

Provislon for more students

HOUSING H
H

LOCAL GOVE L

A
G
LAY AND ORDER

A
1

omelessness Inlelntive
ore subsidized rented
housing

omounity charge transitional
relief

rea pretection granmt for community
charge

rant for areas of low reteable
value

Diversion from custody

nti drugs meesures
100 sore policemen

Frison refurbishment

P

rocedural changes in order to make
the courts more cost effective

Légal aid

E65/65/90 nillion
£93 mlllion in total

£60,/90 /8% million
E200 million in 1990-%1

Panelons

£573 milliom im 1900-91
Vidowa

£5 million in 1990-91
Lone parents

£10 million in 1990-91
Foorer families

£150 million in 1990.91
¥ar penslonecs

E4 million 4im 1590-01
16-17 years olds

£4 million in 1590-91

£130 million in 1890-G1
Ei0 million im 1990-91
£17 million per year
£5 million in 1920-91

£100 million 4m 1990-91

£30 million per year

£15 milldon in 1990-%1
(43 m In total in
1960=-91

£250m in total

£710 million in total

£450 m dn totml in
1980-51

]

} £120/590/280m

] in total

)

E7m in 1990-51
E5m in 1990-951
full year cost: I17m

£2.75 milllen inm
1990-91
£9 millipon dn 1650-91




DEFENCE

OVERSEAS
ALD

SECRET
until 15 WHovesber 1583
then UHCLASSIFIED

Held to 3 year plan. Substantial
additions in 1992-93

Enow-how fund for Poland
Economic reform Iin Wigeria

Frovision in 1992.93%
£1.1 billlon highker
than 1991-92

E5 million per yeag
£47.5 million per year




Capital Spending: main increases
E million {cash})

159%0-91 19%1-52 Real fncrense 1930-9]1
in 1990-91 increage
coppared with 1989-90 compared with
(per cent) 1989 FPEWF
{per ceot)

Central poverpment®
Transport {(roads)
Housing

Educst ion

Health

Urban developoent
corporations +18 [+100])

Bail (ER and lLondon
Regional Trensport) [+1%5] [+360] [+21)] [#16]

Totsl (L billion) L EY 41k [+10] [+8]

* Expenditure Iin Scotland, Vales and Worthern Treland
depénds on decisfons to be taken by relevant Secretaries of state,

Capital spending: long-term trends

Fercentage real terms changes

ia78-19 1988-89 1390-%1 199291
aver aver aver over
1973-Th 1978-79 1978-T7H 1988-89

: {approx)

Eailwayas (BR) [+110]

Hotorways and trumk
roeds (England) . +60

Frisons = +10

m
1

i
i

HES capital (England;
EI0EE]

S ATRATI

AN

1

Tetal Central Covernment
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DIFFICULT QUESTIONS

public spending out of control?
- held to ratios as in BEAS

- growth in GGE 88-89 to 52-93
1%% real a year, same as B8 AS

- record of firm control - GGE
in 90-91 risen only 2%% in
real terms compared with 84-85.

how much have you added to
plans?

Short answer is GGE £5%bn
higher in 90-81 than expected
last year.

Flanning total changed so
direct comparisons not
posaible, but do know:

- central government and public
corporations 90=-91 up £5bn on
Previous plans due to
increases in priority
programmes

= substantial increases in
projections of LA expenditure

= drawn down Resarve

= broadly additions to OPT same
as to GGE

Why 5k% real jincrease in NPT
09-30 to 90-91

- increase exaggerated by move
to new planning total, which is
sensitive to change in
financing of LA spending from
self financed to CG suppart
within broadly constant owverall
total.

= more meaningful figure: 3%
real increase in central
government dus to increased
spending on priority
programmes.

why declining ratio?

- gnables lower taxea and
borrowing

- reflects reduced acope of public
sector o

- as economy grows possible to

have real growth in servicaea
without rising raties. 5

still policy to reduce ratic?

=~ over time, yes

- but €X sald consistent with
rige, 1f growth slowed down (TCSC)

%

cuts in training?

- lower provision flows directly
from fall in numbers of unemployed
and tighter youth labour market,
¥YTS guarantee fully met.

- plans permit inprﬂvﬂmEnti in
quality of training, and more
provision to help people into jobs

= gtill epending £2Zbn a year on
YIS and ET. Main role is
employers '-spending £18bn a year.

cuts in DTI?

- provigion reflects realistic
forecast of take-up of support
schemes eg RDGs (closed in 1988)
and business development
initiative. HNo policy changes.

R&D

RED spending by British industry
up 27% real 1983-1%87

no of projecta supported by
innovation prgramme will rise to
340 in 50-91, twice the number in
Bg-89.

yar widows?

age allowance for war widowsa
increased in real terms by up to
£3.55 a vweek..
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t Phblic Bapendicice Plans

Main Points

1.01 Public spending {excluding privatisation proceeds) fell as 2 PrOPOTTonN
of national income from nearly 47 per cent in 1982-83 1o under 40 per cent
last vear, This racio 15 expected to decline further over time, reaching by
199293 its lowest level since 194635 - b,

1.02 The public expenditure planning total {on the new definition described
below) has been ser ar £179 billion in 19%0-91, including 2 Reserve of £3
billion. Planning totals for the following two vears have been set at £192
billion and £ 203 billion.

1.03 In real terms, public spending excluding pnivarisation proceeds will rise
by an average 1§ per cent a year between 198889 and 1992-93, maintaining
the rate of growth projected in the last Autumn Staterment.

1.04 Further resources have been allocated to key prionty arcas. The plans

allow for significant growth in health service activity, as well as ghe costs of
the NHS review. They also provide for new initiatives to tackle é_:%ij

homelesness, to meet the needs of the disabled an "d‘éj.'-:,{.}- families, and for
substantial extra spending on the ars, higher education and science.

1.05 There will also be major increases in planned investment in road,
rail, honsing and hospitals.

1.06 These improvements have been made posible by reduced provision
for some other programmes and by increased efficiency in programmes

rally. At id e rihon g S plosais
Wi lhffﬂ ey g T VT e s

& 7 Canit
1.07 The latest forecast for the current year, 1989-0, is thaythe plans in thavtirs
last public expenditure White Paper, Cm 621 s
bitherer 87 pereend. The public spending ratio is however expected 1o be
383 per cent, about & per cent lower than envisaged when the plans were set.

Public spending trends

1.08 Within the framework of the Medium Term Financial Strategy
{MTFS), the Government's overall aim for F.-.:blj.;_- spending 1s that it should
take a declining share of national income, while value for MONEY is
constantly improved. This leaves sope for reducing taxation when it is
prudent to do so, while still maintaining a strong fiscal position.

1.09 General government expenditure (GGE), excluding privatisation
proceeds, has now fallen as a share of grows domesoc product from nearly 47
per cent in 1982-83 to under 40 per cent last year, In the current year, it is
expected to be 383 per cent, lower than the 394 per cent previously forecast.

5




’ ihlic Expenditur: Plans

L

-

Trends in public spending

Creneral government Money General govermment
expenditure (excluding GDp expenditure jexcluding
privatisation proceeds) privatisation proceeds)

Cash H.eal terms! tPer cent of GDE)Y
i billion] i L ballion) [ balhion)

196364 11:3 Y6 3t-4 64
106245 123 479 -2 353
L9550 136 103-7 d6h 37
T T 151 1102 385 384
LM 768 175 1241 41-2 424
169 182 1234 44-6 403
15964571 193 124:-3 48-0 40k

1970-71 214 128:5 532 409
1971-72 244 1327 59.3 41
197273 76 139-2 676 41
1973-74 320 150-6 740 42}

197475 42-9 I6S-7 B9 174
| #7576 53-8 688 1110 434
197637 S9-6 1647 1297 44

1977-78 fid-4 1363 1511 424
1978-79 75-0 164-3 1734 434

1979-80 03 165-6 2081 434
198061 108-8 1726 2372 46
1981-52 1210 175:1 2604 464
196283 13341 179-7 2849 463
1983-84 1416 1826 3092 453

| GB4-85 152:6 1874 3311 #
1985-86 1608 1874 361-9 144
1786487 1689 1906 3877 134
1987-38 1777 190:1 429:5 414
198889 185-7 1857 4761 -
198500 200-5 1874 517 Jag —
199091 2154 191-7° 552 L
1991-92 2272 1954 587 i
1992-23 2391 1996 6213 jgy l

" Cach figures adjuited to T988-89 price levels by excludiag the offect of genesal inffarion a1 meanoed by the
G defiator at wurier prices, The GNP deflatar is asmumed ta increase by 7 pes cent in 1989-50, and
Fr 5 .F-!- and } percenf reipecrively da e years | BRI-BT m 90300

¥ To awoid discontinuities i the serivs, GOP ai marke! pricen and the GDP deflitor do apt raler arcount of the
effest an £ of the chavge from raies te ghe prmemumniny (1.1 ful‘.*l::-ﬂ-nf'[ £ fu Toaa T 03,
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.11 After FISINE ‘.'.'.;g|'|[|'.' from the J!1;,"\.;"_'\l|_"'|_'[¢_'_‘”:| lwe 1-'F~'--'"'-' thas year, the
downward trend in the ratia is .,'_'.;;\u:u_'l_':_'.]_ o CORTINUE Oover time, ;..-; tllustrared
m Charz 1.1 and Table 1.1. GGE s projected at £ 210 billion in 199%0-91 (£5
bitlion higher than in last year's Autumn Stacement) and £222 billion in
199192, The ravios for those years are unchanged from these in the previous
Autumn Statement—39 per cent and 384 per cent respectively (sec Table
1.2). By 1992-53, the ratio should dechine @ 84 per cent, its lowest level
sunce [9%8-Wand B percentage poines lower than 10 years earlier.

Chart 1.1 General government expenditure (excluding privatisation proceeds)

Per cent of G0P

T R | R R e L (e WA U VR N R R Ty

TN WM TR W B B M T B R R
Farecasy

Table 1.2 General government expenditure'; plans and outturn

per cent of GDP -
1984-85 1985-86 1986-47 1987-88 1983-89 1989-90 1990-91 1991-92 1992-93

March 1985 FSBR?

January 1986 White Paper
(Cmnd 9702)

Januoary 1967 White Paper
(Cm 5€)

Janvary 1988 White Paper
(Cm 288)

JJHUJr],' 1989 White F"a|.1|:r
(Cm 6321}

This Autemn Statement

5 e

45 Outturn 1 o

‘ 44 42}

444 411 52 41 43

3 'TF! {:_3-!1'-: 1341 39 383

o

46 441 4 41} 39 IR} 3 384 my

FEwr g nj privdfisgtion praseeds

rF'..-.lnr||||' Sigirmpmd and .‘Iu..l'_p'] ErFurr 'Euimaied 'Sr.r_fhm-_‘,w 2o Table 1.1




’uh'l:‘n:- Expentiture Plzns

1.12 Chare 1.2 and Table 1.1 ‘h'-"""'__r'-']}'__'TF_'}!-J'_“r-F"-l'-"l“-' spending in real
crms. GGE excluding privatisation proceeds grew bBetween 197879 and
198849 on average by around 1% per cent, compared with nearly 3 per cent
in the decide to 1978=79

1.1 Between 1988-8% and 1992-93, this real growth rate is expecred o
average around 1§ per cent. This continues, for the period ta 1992-93, the
average real growth projected in the last Autumn Seatement between 1988
89 and [991-92.

General government expenditure and planning total in real terms'

L mllion dog scale)

D-grl_-ig-.-mn.mul;q_—-,:j_".__-—; ................... LS
[exx luding privansaton proceeds)

(Hd planning iotal

Meow planning weal

L 1 | 1 | 1 1 1 ] ] | 1 ] | 1 1 1 1 1 | | | 1

WL T 7270 TR TTE TIO6 PEIT TN TR T80 BOED MEAD KGN KV BGES KOS BT NT-RL BRSS9 BRO0 BB SLE 0
Forecan

[, Cash figure adjusied ir | FEE—F price bevels by exciaiding e offeat of
peneval inflaion i meaneed by the GOP deflatar (ore foatnese 2 ds Table 1.1

The new spending plans

1.14 The trends above are described in terms of GGE which is the main
expenditure aggregate in the MTFS, and is 2 measure of the amount which
has to be raised by taxation or borrowing to finance central and local
government expenditure, including debt interest.

1.15 For the purpose of planning and control, the Covernment uses a
narrower measure—the planning total, This will in furure be defined o
COVET only those areas of spending for which central governmen: is
responsible. It will thus include central government support for local
authonties through grants, credit approvals, and non-domestic rate

Py mMEens; but it will exclude the spending which local authorities finance
from their own resources {incloding the community charge) and their inflow
of capital receipts, It will still include central government's own spending,
the financing requirements of public corporations, privatisation proceeds,
and a Feserve. The new planning total, and the difference beeween it and




| Public F.xpl.'m“lllrr Plans

the old planning total, s explained in more detai] in the Annex to this
".'h:||:[-.-r [ho Change of detininon coincides wath the introduction of new
arrangements for local government finance, deseribed in paragraph | 6
below

1.16 The planning torals for che chree Survey vears. 199091 to 199293,
have been set on this new definition at £17% billion, £192 billion and 203
bilhon respectively.

1.17 Table 1.3 shows the Government’s expenditure plans for these three
viears in greater detail. Te sets them in the context of projections of GGE and
the estimated outturn of the new planning rotal from 198485 1o 1989%-%,
Central government's own spending is shown separatcly by department.
Table 1.12 gives the saime information in real terms.




1 Public Expenditure Plans

Table 1.3 Planning total and general government expenditure

4, maltion
{dururn

= SRS 194584 196784 1945 R

53188 9% 551 s 130

Central gavirnment's own expenditure—
o which:
Sinisery of Diefence 17 '||!|:' 1792 1885y 1%

FCO UIIIEI.'IEI:IE"J-'-IEH =i i 68 e

FLO—Overeas Development Administration : I 1 | &7

_ Mmbary of Ag neuleure, Fisherwes and Food® == ;| i h5m
4 '_.I'ud: :I"ll!jl:1;.'.;'.-:|:;"‘ Eﬁ
_Fﬂ-ﬂﬁu;r:n:n Dlepartmeat ) E m
_Encrpy’ : 538
Drepartmens of Employment e i: 3 1481
UrEJﬂEgn: af Fr-||1=.'|_4,:r-. ”‘;
_DOE—Homting 1378

_ DIOE—{Diehet envaronmenmal rervicss ard Ordaance Surve :.-' : 3 539

DOE —Property Services Agency®

E}E_—'I:i._'lu.l Government®

Hame Ofice {including the Chusty Commision)
i

 Lord Chancellor's and Law Offcers depurimenns”
_Depariment of Educatbor and Seicnee .

Biepammeent aff Heakh and Odffice of Populanes
Cersuzes end Survey

_ Deparment of Socisl Secuniy!
Ecnﬂ_and
_ Waila
Worthem lreland e
Chaneellor of the Exchequet's departments
Cabinet Cffice, Privy Council Office and Parliament
El.:rn]:ﬂlln Cnmrg_wlds:ﬂ B
Central government support to local suthorities’
Financial requirements of public corporations
Rllirrl___
Privatisation procesds
Adjustmens™
Mew planning toml*

Local authoricy seif-Fmanced expendirure 834 871 8999
Central government debs interes 3 16052 I 447 173z

Accounting adjustmenes 3 ] .'IE!'r_ 4007

General governmeni EI_III'ldhur- 158077 1864 481 171 53%

! The rovwmaling and avhes coraremiion s sard bn shi rohle oed i Tabiles ! 4, 16, 0.7 110 $hr shurmpes and s of i eassrded figune Simme fipares sy fe T i Ariied
TRE, P E R P14 e e o vy o o ndied s e meatery 10 miflien, rihminalamendo befor dhe prodleanion o like 19790 puble ecpevfines 1y Plger,
warorge for wwldl srowewy, S pliening o ipmding e ivich (rwsppe pahby ' g it TR Dvp abrmemd of perdain plvspads l'.lrr-":.H'-"""" o1 Thus champrs raing
T FOS AT ), - perural poresemmi cxpradiane whk ar fram thy Ml 1 (A Arw planning tnfal amed miver phamger al vl fratios sl
Fpundad o the nrdvert P00 milkion . [ e e af el poreenes expradier, fip allavoom—avy dew vl im foaineie Feo bl 103

dorracd iy acoracy do i digere ’ dval! sarhenry 1 Prarirn havy bevw wind fom varar af ke e ke sl suthorup s ferenn i ke plirinimg toved
arl-financed pxpeaditure, bt intert and ol matimal @roand adjuirmen far foeure for prarmapo §AERLE, wikia LHOIE arvl il déparemenssal e apramenes b pava
poteirs re wownaked d L nearra 3 SO0 e v, e e v ) 98090 e alie Brem 144

rawnded 1w el thed promiione! satare. The dhanger and iovals aer based om the * frivhedes duvvrmemrion Baerd for dpnniine ) Pesdcr and Fmstitry Cpmmiem
Mﬁ:uln '”l-.r may Mnr"hrr.ﬁ_ﬂ'n“'ﬂl ¥ Im'.'l-..‘rs-ﬂ,ﬁ"-ﬁ'l‘l:r Tiaabergg i OFer o Toderammam Ui
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[ TR ETT
| Lot s

| it SNk

330
40
1 5%

1560

| Nt

137 7601

. 1 r.l:7I.II

“auw Plang

21200

HiHi
| &80

| 25l

210

.='J'I.
1 HHI
1470 A
5 080
350

Cemtral gove rlmum"_*E e ﬂ_"q.F_g_ndi[url_

ol which:
M|_'||_|_1.lr_:r_|.l|_'_|:'l.'|;:l'll:l.'
FCO—Diplamatic Wing

I'E.:'U—ﬂ:"'_l-'_l.'r:_vuh E_!'-!‘-'ElEEl'hrnr. ;lla:l.;ﬂ:hl:rlnl'.'l'l'l

*Minisiry of .‘Li_ru:ulmrr. Foberno and Foand®
; Lk

'!_' r:q._iq and Irdasers

Expor Ceedins Guaraniee Department
Encrgy® i

Dicparment of 'I'uu-.i,u_-un
[ E 'HUIi":IE

l:ll'.H"_--i.?'l_h!.'r envarnnmentsl services and Ordmince Susvey’

[OE —T"‘-L'P-:! ry CErvii = .*.Er:m:l.l'

[MIE—Local |.-'_.|,|'\-1: i r|1.r|1r_I|

Hame Office (including the Chanty Camminiva)

Crfee of Arti and Libranies

M0

Diepartment of Health m;l Ofice of I":p.._-.]n b
Cemnsises and Surveyi

4 4

24 KD »

Depariment of Socisl Secunipy®!

Sratland

Wales

o
[ bt

Marthemn Ireland .

a5l

_Chancellor of the Exchequer’s deparimen

1y

Cabiner Office, Privy Council Office and Parliament

1850

-E-Ill'll‘"'l."-lrl Communities

4580

Central government sappon to local lulhnﬂﬂ_l;_".

£ 60

Financial requirement of public corparatians

pELLL

—

= 500NN

—_—

Privatisation procesds

A.dju.l:l:mlnt“

203 &b

Mew planning todml'?

13200
17 3K}

12 500

Local suthority self-financed expendicure &

1350

Central government debe mecress

& )

4

196 ol

23 MK 2H 108

e

Accounting sdjustments

General government expenditure

* teufiaes OfSer o G Suppty dnd, from 19R0-¥1 Offer of Efemnmdy Repulavon
® Inlrfuiles lf-.ﬁr! af HWaivr Seowin dud Propedy Ageryuap da | 538055,
Frarm 1990 51 mfudes Paggrrey Haldmgi. -

® Cppem | 0RG-901_ PEA Sevivier.
" ORONE-faa! gewrinmenl e Revenire Su

(M aasdaaal =

i el Manosal SNoa-

Comnic Bare paysenir i Cegland arad reruin Yran ansrlaed wik ibe change
Jfrar riey #a rise sewe sy of Fecal pevermesent faonie e Semine 5 o Table
1.5 |'|":|--||||q.|r.-|.l|'|l vipm arg iy laded ril"__ﬁel.l.lnjl! Seaitamd amd I8 ki
W Frirtaides dhe Craum Mrogeanon Sooder, the Crewen Offics, e
Smibgrn Jrotaad Conet Seevie. the Sersw Frooad I:Lﬁ.lr. e Land Replirey, the

%

Figures

sl Tor
described in paragraph 1.47.

Local

Piskivi Hvosd e aed ther Treanarp Sahiiiar's Dipariment

! irvctuddes goman for vate rebanes wp e TRRS-B, aned Ceremunirp (Thange Benefis

gramy frpes [ R0

! Am adiureesd far the diffiveace henaren the anseiemn af thr Bikr |y owars o

18- 3 and Sor g of e oibery e how
Y Pl far prarnup o {08000 g avl sy e ald pasneg tival

X

{5e pardpaph x| suinem davg o thely bagiy for | FEE-B9 poud’ 1 0E0- 00 i ihdum

Tablelt 1F-T.11
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Table 1.4 Public expenditure planning total by department’

L malhon

L.:Ir:!-r-\IIIITu[n.\ '\-r SUtEWm "H,,“ F""“"

1988-89 199990 Changes. | [99%0-91 199192 1993-93

outturn - estimmated [988-49 p
sl = = cutturn  19R9-%)
Ministry of !':lul'_LE._l . %73 ]I'J‘i]ﬂ- I 240 212300 22 "|-:|I:I 21430 3
ECD_ -Diplematic wing [ ¥ FHﬂ . 1 M) 890 D40 970
FCO-—Overseas De velopment Administration . 5-11 1 E-E.:'I_ Bl 1 '.'-'I-L'I [BIO :I_EEH 3
Minisiry of Agriculture, Fisheries and Food I 636 1540 =0} I B40 2050
Department of Trade and frldLhr':.' 1 Jl._*]_]_:i-t:-l'.l — 160 1280 1030
Export Credits Guarantee |.-J.v|:'p.irl.::||rn: 109 340 o 230 2 70

Department of Ensrgy =219 150 57 = 160 if70

Department of Emplayment 3854 1ER(0 3 _ 36800
Deparement of Transport 2743 360 ; . 4 .:'évf_-|
DOE—Houw u.ng 2638 5 30 2 : 6720

MO E—Oiher enviconmeneal services and
COrdnance Survey HEZ 1 1270

DOE—Property Services Agency b e

DOE—Lucal government 18782 21 ]EI.':; 21 580 4

Home UH‘LL: [tneluding the Charity L-r-nnmin.:-n:l ] 28} : 5010 5160
Ln!'d L h::n:r:l].:-r ¢ and Law Officers’ Departmenes ‘IIE 20 - . 1 380 1470
Department of Education and Science 420 5710 65% 670 690
Office of Arts and Liht_arie: 431 530 "

Department of Health and Office of Population
Censuses and Surveys [ 15 488

Department of Secal Secarity 45430
B 464
A5S5T
N‘urﬂirm Ireland =+ ; 5 450

Chancellor of the Exch:qu::'s departments 3685

Cabiner Office, Privy Council Office and
Parliament 278 X 40

European Communities 1 006 _ 2030 103

Beserve
Privatisation procecds _ - =TG5 —4250 IE.EEI-
Adjustments . ; = }Eﬂi = 200
Mew planning total 145532 161700 mzmj

! See foomares so Table 1.3,
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1.18 Table 1.4 givesa dfp.lrl.rn-r.'llli.'ll breakdown of che new planning ol
with central government support to local autharities and the financing
requirements of public corporanons attnbuted to their respecuive
departments. Chare 1.3 shows the relative sze of the main elements of the
new planning rotal {excluding privansanon proceeds) in 1990-9],

Chart 1.3 Planning total' in 1990-91
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1.19 Previous public expenditure plans were set in terms of the old
definition of the planning total. It is therefore pussil‘.'l]l: to compare the new
plans with previous plans only in those areas where the two definitions
overlap, for example for central government's own expenditure. The
comparison is not possible for the local authonty elements in the plans, The
differences between the new plans and previous plans, in so far as the
comparison can be made, are shown in Tables 1.10, 1.11 and 1A.1. For
198880 and 1989-M), where the plans were both set and monitored on the
ald planning tota] basis, a comparison of plan and estimated outturn is given
in Tables 1.13 and 1.14,

The new plans—departmental detail

1.20 Ower the last five yvears, substantial growth in spending on the
Government's prioritics has been made possible by declining requirements
eliewhere. Central government expenditure on transport, housing,
environmental services, law and order, education and health has risen by
aver 15 per cent in real terms, while the finaneial requirements of public
corporations, the numbers of unemployed people on social seeunity benefies,
and debe interest payments have fallen,

1.21 The new plans show further real growth in spending on prioriey
prOramimes.
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o |

Itk dpending on the NHSiafly o
i RS will be £ 24bilhon higher than in 198590, This provides fins
l,lr'|:‘l'|' -'g'n.l f"'u'.H.F_.-"'u_"I.-uu..
PEUE."I_“':-.'IH_{IH' IMpraveag by .
quality of health careua sl Koa e B Féfnnculy asplied o sarl tha Vivip Cetncas

flepdbent sevits: (for dissbled poople 2t Jew will-off _families and o)
1.22AExpenditure on trunk roads and mororways is planned to double

etween last year and 1992-93, allowing a significant start to be made on the
expanded programme of road building announced in the White Paper,

"Roads for Prosperity™. Substantial extra sums have been provided for ——
tramesard industries to expand capaciry, relicve congestion and improv 1}"':1{{,5} af
|.22 4 Provision is made for a new initiative to j Ferwicnl,
alleviate homelessness, and for 2 major expansion in che supply by housing
assaciations of subsidised homes. The plans provide for substanrial

mvestment in the fabric and equipment of schools and colleges, and there 15

_extra provision of £} billion a I:['lc:-r for loans and awards to students, There
II{I';:IT.I."i

are also significant adds environmental research and protection.

1.23 Central government support for local authority spending is planned o
be substantially higher next vear than this, reflecting in particular higher
propased levels of Aggregate External Finance announced in July and the
eransiional relief for community charge payers announced in Ociober

1.24 The following paragraphs briefly describe the new plans,

Defence 1.25 The Government's sims for defence are to ensuse the security of the
nation and maintain its freedom, in particular by maintaining the
effectiveness of its contribution to the NATO alliance.

1.26 The plans for 1990-91 and 1991-92 arc consistent with last year's three
year settlement, The defence budgee will rise to £234 billion in 1992-93,
The provision will continue to provide a firm framework within which ta
plan for the UK's defence commitments over the next three years.

1.27 UK defence capability will continue to benefit from increased
efficiency in the use of resources and from measures taken to increase value
for money from the equipment programme.

Foreignand 1.28 The FCO is responsible for the overseas representation of UK interests,
Commonwealth Office The Diplomatic Wing also provides grants to organisations outside
(Diplomatic Wing) Government, including the British Council and the BBC external services,
Increased resources are being provided for additional visa work, for UK
contributions to UN peacekeeping and for scholarships and exchanges
administered by the British Council. There is also exera provision for
moving some FCO and British Council staff away from Lﬂ-::.dﬂnl

X Overseas Development 1.29 Most o aig/ programme is spent on bilateral aid ffocusses on long

X Administration term development*emergency relief. The remainder is
channelled through various international agencies. Aid is increasingly used to
assist ecanomic reform, particularly in sub-Saharan Afries.

1.30 Within overzll provision for ODA of £1,710 million in 1990-91, the
net aid programme is now set at {1,590 million, This will give an 11 per
cent cash increase over 198990 plans—a significant increase in real terms,
The aid programme will increase vo 1,680 million in 1991-92 10d to
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750 mallion in 199293, There i provision for increases in bilateral aid,
particularly to support economic reform m Nigena; and for protecting the
environment in developing countrics, especially by forestry conservation. W. ™ .
Pha wasils patad, there is also provision for a know-how fund for Paland.

Agriculture 1.31 The Department’s aimh is to help the agrniculture, fisheries and food
mdustries o meet the demands of UK consumers and of export markess.
spending on agriculture is largely determined by the Common Agriculiure
Policy (CAP) of the European Community. The Government's objective in
Community discussions 1s to bring spending under control and to continue
o promote a more efficient and competitive agricultural industey. Provision
for market support reflects progress in reforming the CAP, the effect of
continued world cereals shortages on prices and expectations of reduced
INEETVETTion.

1.32 Within the domestic agriculture programme, there are increases for
further work to improve Aood defences, especially along the East Coast, and
for new measures to ensure food safety. Additional provision has been made
for increased take up of the set-aside scheme to encourage reduction of
agricultural surpluses; for a pilot scheme to reduce the use of nitrates in
sensitive areas; for compensation to farmers whose animals are slaughtered
because of infection by salmonella or bovine spongiform encephalopathy:
and for deparemental administration. There are reductions in the net cost of
chargeable advisory services and of the registration of pesticides and
vererinary medicines; savings from changes to the brucellosis testing
programme; and reductions in the Government's contribution to the
administrative costs of the Potato Marketing Board.

Trade and Industry  1.33 The prime aim of DTI is to encourage wealth creation through a
competitive and open economy. The expenditure of the DTI has fallen since
I¥78-79 as a result of privatisation, and in response to the increased
profitability of industry and the Government’s policy of reducing
mtervention in business. Further reductions have been made to reflect revised
forecasts of demand for DT services. These include reduced levels of
provision for Regional Development Grants {following the scheme's closure
in 1988) and the Business Development Initative. Net provision for English
Estates has also been reduced in the light of higher forecast receipts. There is
an increase in support for UK participation in space projects, including a
further European Space Agency carth observation satellice.

Export Credits 1.3 The Department aims to support UK exports by providing credic

Guarantee Department insurance facibities. In order to match the support given by other major
trading nations, ECGD supports the provision by banks of export finance at
fixed rates of interest; it pays the banks the difference berween the cost of
their funds and the fixed rate they offer to exporters. The new plans reflect
the higher estimated cost of interest support and of the scheme offering
insurance for exporters against exchange rate movements berween the time
of tendering and the signing of contracts.

1.35 The department’s aim 15 to help ensure thar the nation’s needs for
Encrgy are met in 4 manner which makes the best use of resources. There are
mcreases in the provision for handling nuclear waste, for energy efficiency,
and for research into renewable energy sources. The plans for 1990-91 and
1991-92 reflect the disappearance from the public expenditure figures
{following privatisaticmn) Eleckciby

of the substantial net repayments of external finance by th?i.r:dwiuy.
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Employment 1.36 The Department's main programmes are dirccted at traming the long
term unemployed and young people. The new plans include toral provision
ot 2 billion a year tor che Employment Traming Scheme and the Youth
I'maining Scheme. Lower onemployment and falling numbers of young
people will enable 'tf'.-u*'f:;:' rlaaccray A g aiopa boand ol .-'a.-.l,-'nm-..rﬁ. eakife

porsailinag rEAsg g puasin Expeskihern o Expenditure is expected to be nearly 45 per cent higher
i iy real terms in 199091 than in 1978-79. There is increased provision to
help peaple into jobs, through investment in the Employment Service,
targeted measures for the disabled, and further schoal findustry Compacts for
young people. Funding is also being made available for launching the
Traming and Enterprise Councils.

Transport 1.37 The Department’s aims are to provide a cost-cffective roads and public
transport system. Expenditure on trunk roads and motorways will double
from {1,000 million last year to almost £ 2,000 million in 1992-93. Planned
expenditure on roads for 1990-91 is 39 per cent higher than plans for 1989
90 and BO per cent higher than for 1988-89. Increases of aver 320 million
in 1990-91 and 1991-92 have been allocated for new road construction and
to prepare for motorway widenings and other major new schemes set out in
the White Paper, "Roads for Prosperity”, published in May 1989, There are
increases of J60 mullion i 1990-% and £90 million in 1991-92 for capital
maintenance of roads and bridges, .enabling the road maintenance backlog
to be ehiminated by the end of 1992-93 | An extra £ 25 million in 195091
and £ 30 million in 1991-92 has been provided for current maintenance,

1.38 The Department's programme abso includes credic approvals and
capital grants in support of local authorities” capital expenditure on roads and
other transport facilinies. These have been set at a level which should enable
local authorities to undertake construction of a light railway in Greater
Manchester, to expand Manchester airport’s terminal capacity to handle up
to 18 million passengers 3 year by 1993 and to carry out a {2 billion
programme of road improvements over the period 1990-91 1o 1992-93,
Transport Supplementary grant will be nearly 15 per cent higher in 1990-9]
than in 198%-%90,

1.3% The departmental totals also include the external financing
requirements of British Rail, London Regional Transport and the Civil
Aviation Authority. British Rail’s external finance limit is increased by
£220 million in 1990-91 and £ 250 million in 1991-92. This covers
provision for investment in 199091 of £1,070 million, 88 per cent higher
than in 1988-89; there are substantal increases for investment in rail services
for the Channel Tunnel, in improvements in the quality of service on
Metwork South East and in modemising the freight sector. London
Regional Transport’s external finance limit is increased by 165 million in
199091 and £ 250 million in 1991-92, with provision for investment in
1990-91 of L5340 million. This will fund further measures to help deal with
congestion and im prove safery, in particular on London Underground, The
Ciwil Aviation Authority’s investment programme includes provision for a
new air taffic contrel centre to increase capacity over Englind and Wales by
40 per cene,

Housing 1.40 The Government’s howsing policy sims include increasing home-
cwnership, giving greater choice to those wishing to rent accommodation
and enc ouraging local authorities to ensure the provision, from a range of

S ol :ﬁm.g?.w.ﬁ- Aaari sy v Flanr Orics.




1.41 The new plans provide E250 million over the next two years for
a new Government initiative to help local authoritie=s and housing
sociations relieve homelessness. In addition, extra funding now
lanned will enable the Housing Corporation to support an increase of
€370 million (45 per cent) between 1989-90 and 1990-91 in provision of
new homes by housing associations. The Housing Corporation's capital
programme will more than double from E815 million this year to £1728
million im 1992-93. Government support for local authorities next year
will include credit approvals and capital grants of €1814 million for
renovation and other capital investment by local authorities and grants
for the improvement of private sector housing. Partially offsetting the
planned increases in expenditure is a projected increase in net
receipts from disposals of New Towns housing and housing sites.

1.42 Also included within the new plans is provisicn for Government
subsidy to local authorities' new, ring-fenced housing revenue

accounts.

Other environmental services

1.41 This programme covers a wide range of services, including the
Government's priority areas of the environment and urban regeneration.

1.44 On the environment, the new plans make provision for a 21 per
cent increase in research spending over the next three years, a
doubling of the UK contribution to the UN Environmental Programme,
establishment of a new Climate Change Centre, extra staff for
environmental protection in Her Majesty's Inspectorate of Pollution,
substantial support for local authorities toc deal with waste disposal
problems and landfill gas, a 20 per cent increase in the funding of the
Nature Conservancy Council and Countryside Commission, and support for
the National Rivers Authority as an effective regulatory organisation.

1.45 On urban regeneration, the plans provide for an extra E260
million next year. This will mainly go towards further investment by
Urban Development Corporations, and in particular transport links in
London's Dockland=. On the heritage, an extra E15 million a year is
provided for historic Royal Palaces, the Royal Parks and English
Heritage. These increases in expenditure are partially cffset by a
substantial increase in projected net capital receipts by New Towns.

Property Services Agency

From 1 April 1990 the Property Services Agency will be divided
into Property Holdings and PSA Services.

Property Holdings will become part of DOE (Central] and will
continua to manage the Government's civil eatate. The plans for
expenditure have been raised by E34 million net next year, mainly
to cover increases in rent payments and major new works on the
astate and also the Parliamentary works at Bridge Street and the
Victoria Tower.

PSA Services will carry out project management, design,
maintenance and estate management services on a project basis for
Departments. The plans envisage that PSA Services
should cover expenditure other than restructuring costs from fees
in 1990-91 and earn small surpluses on these items in 1991-92 and
1992-93. Separately from this, provision is made for £30 million
net for restructuring next year, including capital expenditure on
information technology, in preparation for privatisation in
1992-93.




Home Office and legal
departments

Edocation and Science

1.44 The aims here are to combat crime by providing adequate resources
for the police, prisons, courts and probation service, There is £80 million
cxtra provision in 19%0-91 for maintenance, repair and upgrading of prisons.
The new plans alto provide for an expansion of the programme to divert
offenders from custody, for initiatives to combat drisg abuse, and for an
improved service by the Passpart Department. Horme Office central
government expenditure in 19%0-91 is planned to be 4550 million higher
than 1ts 198889 level (25 per cent in real terms). Pravision for grants o local
authorities will be £340 million higher in 1990-91 than in 1989-90: this will
allow in particular for an additional 1,100 police officers.

1.45 There are additions of £80 million in 1990-91 for the legal
departmients; this includes extra provision for the Government's civil law
and competition policy initiatives, legal aid, and the Serious Fraud Office.

1.46 The Government's 2ims, as set out in the 1988 Education Reform Act,
are to raise standards of achievement a all levels of ability, to increase
parental choice, and to widen access to further and higher education and
make them more responsive to the needs of the economy. Central
government support for local authorities’ current expenditure on schools is
provided through Aggregate External Finance (in England and Wales) and
Aggregate Exchequer Grant (in Scotland) (sce paragraph 1.65 below),
Provision for credit approvals within the Department of Education’s
programme will allow a substantial programme of local authority capital
expenditure on schools and further education colleges. There is also extra
pravision for grant-maintained schools and for City Technology Colleges.

17




.-ﬂ:-] ic Expenditure Plans

Arts and Libraries

1.47 In higher education, paruaipation s expected o rise from its present
record level. The number of first degrees awarded s projected at around
140,000 in 1991, 40 per cont A ipaar Ran wa 77 Mare money
has been made available for untversioies, polyrechnics and colleges bath 1o '
finance the costs of teaching these extra students and to provide for increased
spending 0on mamtenance and equipment. } billion extra has been
provided in 1990-21 for support for students; chis covers both provision for
the Government's proposals for loans to top up students’ income, and
increased provision for student awards, Within the ol fun.iing provided
for higher educition, a greater proportion will in future be channelled
through ssudent fees paid by lacal authorities, with a smaller proportion
coming from central grants to institutions. This is intended to make che
provision of higher education more responsive to student demand. As a
result, sums rising to about L4 billion a year will be transferred from ceneral
government's own expenditure to granss to local anthorities. Substantial
extra spending on the science budget is plinned (see paragraph 1.76).

1.48 The aim is to encourage public appreciation of the arts, and the
development and preservarion of our cultural heritage. The three year
sertlement has been renewed, with an additional £33 mullion in 1990-91

an increase of 12 per cent over the current year—and further increases in the
later years. This will allow for increased levels of expenditure on the arts
badies supporied by the Arts Council, It will
enable the National Museums and Galleries to carry out further
improvements to their buldings. Fot the Brinsh Library, it will
provide for increases both for current spending and for the new building ar
St Pancras.

1.49 The programme provides for spending on the National Health Service
and on personal social services in England.

1.50 An increase CI'F,{:,] 150 million has been made on the previous plans for
the NHS in England in 1990-91, with an addition of £1,510 million in
1991-92. Cash provision will be £2 billion higher in 1990-91 than 198950
in England (and £2-¥billion in the UK). In additicn, the health service will
have available extra cash released by a new round of cost improvement
programmes and income generation, Taking these further factors into
account, the resources available to the NHS in England will be over £2-2
hillion (over 54 per cent in real terms) higher in 1990-91 than 1989-90, and
426 billion for the UK as a whaole,

1.51 These increases for the NHS include provision for the implementation

of the proposals in the White Paper, “Working for Patienp” over and
above the funding for the expansion of services.

1.52 Total current expenditure on hospital and commumity health services
in England i planned vo nse from 13,650 million in 1989-%0 to 14,810
million in 19%0-91 and £15,540 in 1991-92, Thas increase provides scope for
health suthorities to continue to expand services. Increases will also allow for
faster changeover of nursing training schools to the new Project 2000
arrangements. Provision for net capital expenditure on hospital and
community health services has been increased by 140 million in 1990-91,
to 3 level 18 per cent higher than in 198990, Provision for the family
practitioner service allows for higher forecast demand and for service
developments. There are alio addinonal funds for special hospitals, health
educanon and disablement services.
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Social Security  1.53 The programme provides for expenditure on socual sec urity bencfits
and for the admimseration costs of paying benefies and colleciing
contributions. The new plans reflece the latest estimaee of benefie expenditure
over the Survey period and imply an average increase of some 2dper cent a
year more than cthe assumed increase in prices, They take account of the
statemeént by the Sccretary of State on 25 Qcrober 1989 on benefit rates to
apply from Apnl 199%). He proposed not to uprate child benefit next vear, § ot
SANP e = focusadditional resourceson oo sl off fawi I e i it e, it ol g
ook s o £ gueciol agedd lone parenis He announced ten new measures which are
ik o5 fd B Iradied. . expected to help 4 million leng rerm sick and d_kﬂb]{!d peoples He
e e S alsa announced that he would bring forward within the next few months
proposals o improve the balance and structure of social weuricy provision
far this group

.4
i

1.54 The plans also provide for furcher upratings of benefits in April 1991
and Apri 1992, For this purpose the RPI is assumed to rise by 64 per centin
the year to Seprember 1990 (for the upratings i April 1991) and by 3 per
cent in the year to September 1991 (for the upratings in April 1992), The
number of unemployed in Grear Britain is assumed to average 1475 million
in 1990-91, 1991-92 and 1992-93,

1.53 The new plans provide for granes to local authorities in support of

community charge benefit at higher levels of expenditure than on rate

rebares; the provision made assumes average community

charges in hine with the community charge for standard spending in 1990-

91, Extra provision is abso included for the cost of special assistance to 2% = {1
.IF. e feart Ldedd =;Lj pensioners and the abolition of the pensioners’ earnings rule, both
~— implemented in October 1989,

Scotland, Wales and 1.56 The net changes in these programmes mainly reflect the effects of
Northern Ireland changes in comparable programmes for England. As in former years the

decisions of the Secretaries of State for Scotland, Wales and Northern
Ireland on the distribution of resources within their responsibilities will be
shown in the public expenditure White Paper. For the purpose of the
analysis in Tables 1.5, 1.7, 1.10 and 1.11 in this Statement, a notional split
between and within spending authorities has heen assumed, taking account
of the pattern of expendimure in 1989-90,

Chancellor's 1.58 There is extra provision for the Inland Revenue for the costs of
Departments  increasing workloads, including the implementation of independent taxation
of husbands and wives; and for continuing investment in information
X technology. Extra provision for Customs
. covers Somecosts associated with the Channel Tunnel,. . preparing for
o {,;,_:.-..jmwﬂ - m'ihﬂﬂf_} the move vo the Single Marke? Provision has been made to meet the costs to
both the Inland Revenue and Customs of relocating substantial numbers of
civil service posts from Londond The new plans take into account substantial
continuing efficiency gains Estimates of expenditure on payments of life
assurance premivm relief andymortgage interest relief to non-taxpayers have

been increased. £t e f;_m:._}

Bl

European Community 1.59 The increase in the United Kingdom's net payments stems from a
number of factors, including higher VAT contributions and customs duties,
reflecting recent strong economic growth, and higher irnpores from third
COUNIres.
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Local authorities 1.60 Under the new systems of local gavernment finance to be introduced
it England and Wales in 199091, the community charge will replace
domestic rates: the new national non-domestic rate (NNDR ) will replace
the present system of local business rates; the NNDR revenues will be
distnnbuted berween local authorities on a per head ufp-:.pul:rmn buasis:
revenue support grant will replace the exisnng rate support grant, and a new
capital finance system will be introduced.

1.61 C:‘ntrn!jm-'tmm:'u: support fior local authority programmes will
comprise payments to local authornities from the yield of non-domestic rates:
current and capital granes; and credit approvals, which will be permissions to
finance capital spending from borrowing or other forms of credit,

1.62 The Gavernmene's cxpenditure plans in the new planning ctotal will, as
explained in paragraph 1.15 and in more detail ar the annex, cover this
central government support for local authorities. Table 1.3 shows the
planned levels of total support, while Table 1.5 breaks the total down into its
MAn components.

Table 1.5 Central government support for local authorities

£ million

Latest estimates of outturn Mew plans

I 9RE—HED 158 0-tH) Changes 155001 109152 199293
GULTUET estimared |'9BE—89 1o
—ary ___ outmum 1589590

MNon-domestic rates paymenes H7RH G A0 B30 [ 10430
England 1 290 1 220 =70 1190
Scotland MR 410 50 420
Wales

FLevenue support grants’ QHM a1l =210 9490
England 2007 2 340 30 2450
Scotland 1015 1050 30 1130
W ales

Transitional grants* - - — ] B40 S50

Orher current grants® 8918 Q800 GHIN) 11 400 12000 12400

Capital grants’ 544 620 B 1300 1300 1 300

Credit approvals® 3697 410 =250 3800 4000 4000

Total 36450 38 100 1 600 41800 43 80 44 900
of which AEF/AEG 24789 26 240 1 350 28800 30130 30810

¥ Proies have been wsed for some elememts of the plinming rotal for peavs " Comprizing J 21 140 million { England ), /3 880 million { Satlaed),
Baforr 199097 : the eximated yield of men-damesic raves for mem- 1 680w fim | M ales ).

devmeshic rates papmendy; and fapdial sllvarons, len caprial growts, for Area pretection. lewr rateskle value, tranaitiznal communiry charpe
redin approvaly. See para LAD redief end rransitiona! education wupparr gramis for inmer Lomson

- BT Supporr Ceant up 1o 1 Apeil 1989 in Seprland und | April 1550 bareugia .-rr_,"m‘ﬂﬂr die Takls |8

in Engl'unr.l and Wales, S Takle I &

’ l:'..lrnprl!lrlj ..: 20 550w Mion Ehﬂl‘dﬂlﬂ i {3 T wisd N | Searkonadd, T e Talile 7.3

,EI g3 mithion | Wales). U Ter ..J|:-'|l| dllsearisnd o Sipiland, See Table 1.7

1.63 Table 1.6 breaks down by Department the provision made in the plan

years for all specific grants in support of Tocal authorities” current expenditure,
including community charge transitional grants, [e also shows the outturn in
198889 and 198990,
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Other current grants to local authorities by department

—

£ mllion

LJ‘H.'}[ CEl1mares '\..'ll. QULTLrm

— | =il

R e | 1AL l'_".'lu.*:lbcn 1 Ga-01 B e 8 e |

autum citimated 15 E0 g
OEETLTT 158900

Ministey of Agnculture, 20 =50 80 —11i
Fisheries and Food?
Department of Employment S0 330
Department of Transport 0 0
DOE-Housing” 0 2470
DOE-Oiher environmental
SECVICES A ] i
DOE-Local government! 155 L1} 640
Home CHfice 200 2ET0
Department of Edvcation and
Schemce? g 1 840
Dy¢partment of Health 2 { 20 5} i
Dieparument of Social
Security® 4958 400 3840 1AM 1RGO
Scotland? 232 X0 430 460 40
Walest 33 40 0 300 MO A

Morthern Ireland 41 40 LI ] 50 -,

Total 8918 9 800 500 12 100 12800 12800

¥ Includey specific geaes in supparr of focal auihorinies' current * Prluder treminnanal geaney 1o dery sith dhe randfer of respoaubiliy
expeadinere, excapt for Revesus Suppent Croal and apm-damestiz rater Sor edurarisn to Taner Landee boraigha, and unth the insrodwaian af ihe
paymenrs, sich grovide the duii of dets suppart. S and naa Y el ommunizy charge, o fallaun:

shown separately im Tabde 1.5 @yi_nm P £ aiinbal #5051 [#9)=5T I792-91
 inciusdes Iriprvemdion Bml‘__':n Agricaliveal Mroduir, and Pl faner Lomdon education grar 188 o 5
Jrom Lscal aurkaritien 1o fhe Nanonal Rieers Awthoriry for land Low rairable walurs grami L } 450 281
M
w " m

draimage Ants proleciipn grivl
Tlun.‘llr.an:;:'r_f —Il-!

Tl &1 37 RLL)

nckedes cemival gesernment support for rent rebates in pears prioy &5
199-R1, communidly charge bengfit gromt in Soofand from | 28855
imd in England sed Woalpx from [ #9057, and gromis for rale rebatei

i priar pears.

¥ i tudes cenfral geacmmem auppont for rent rebares frem | F90-91,

1.64 Included within the components shown in/Tables 1.5 and 1.6 are the
transitional grants paid in connection with b ¥4 the community
charge. In England, these comprise the transitional community charge reliel
grant announced for England in October, the low rateable value arcas grang
and the area protection grane payable from April 1991 when contributions

| by gaining local anthorities to the area afery net will be discontinued, The

m:@-dgmﬁtﬁnﬁ' fo 1AART ¢ padoe '5-.1.m:‘,¢‘...r ».rti}l r.-ra'--.-'.u'.u W =y L =R ]
Fo {hunwﬂ:? {.iﬂ:g.l.! Uy i Fhor {..{.-l;.r.l'?-.ur':-l‘?'f.:".

releafiE L
1.65 Table 1.5 £ izll-gu:r::. tor the " Aggregate External
Finance™ {AEF) which the Government provides in support of local
authorities” general current expenditure. AEF comprises payments from the
national non-domestic rate (NNDR) pool, revenue support grant and cerfiia
specific grants towards local autherty expenditure programmes. In July, the
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Secretaries of Stace for the Enviranment and 'Wa les announced the ["I’I.'I]'l-_:--l_‘d
AEF totals for next year, and the Secretary of State for Scothind announced
rnrn:t.p-nnhl:g ['||.'||,1'§.I!--|:II‘.| I'ur the aggrogare -:':'-!|'|'||;|||,||_'r grant (AEG) voral for
Scotland. Revenue support grant and national non-domestic rate (NNDR)
payments for England are included in the DOE-local government line of
Table 1.4, The uunp.«rubh' items tor Scotland and Wales are included within
the lines for the Scottish and Welsh Otfices.

1.66 Table 1.7 breaks down by Department the totals of capital grants and
credit approvals in England and Wales, and of capital allocations in Scorland.

Table 1.7 Credit approvals ' and capital grants in support of loeal authority
capital expenditure

4 milhon

Larest estimates of outtum Mew Plans

198E-3% 1989-00) [ 1950-91
autharn r':|:|rr|l.|;-:d

Ministry of Agriculture, Fisheries and Food X i )]
Department of Transport G2 7
DOE—Housing 1341 | %30

DOE—Other environmental services” 474 430

Home Office 120 240

D-c].'l'.l.ttlr'lt'::! af Education and Scienice M5 460

Department of Health Rl o}

Scotland TET 7 { 751 B0
Wales 116 | 3o 190
Morthern [reland 5 M il

Total 4241 4030 5100 5300
of which
capital grants 544 620 1 300 1300 1 300
credit approvals 3ad7 3410 3 Bk 4000 o D00

" O territnrisl equivalenrs, Vincludes ereds approvals iisued on behalf af Deparimens of

JPI'I_‘-T-iII heve been wend for credi approwali far yeors hefaer ) 990-97 Employment, Department of Trade snd Tasuairy, amd the Office of Arrs
sre foetnoe | is Table 1.5 and Libraries.  SAAAFF]

1.67 Under the new srrangesents Boing Introduced mext year, the Government will A8 lenger sake plane for  toral  Local
authority cwrrént and capital experditure - only for gramts  amd credic approvals which provide support for totsl Local
suthority wperdimg. Bub in order to pravids s path for GOE it 1% necessary to project totsl local suthor ity expenditure. et

of capieal receipti, Ireluding expenditure which local autharitiss finance from their own rescurced.

1. 58 Locsl authority current expenditurs in 1989-90, excluding debt interest payments, is row oapecied Uo emceed proeisian
by about £ Billion, while gresi local suthority capital expenditure i3 eibimated 10 be asss % billien In  excels of
prowision, &f about (9% billion {sse table 1.74). The large excess on capitel espenditurs is thoight to reflect a very high
Lewel of expendifura [lnarced from cepital recoipts this year, before & preportion of scousulated cepital receipts  in
required to be et sside for cedt redengiion under the new regiee Trom Ape L 1990,
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. T.8%  The Level of tetil espenditure by Locst suthorities im 1990-91 and Beyond will refle=t the spending decision which
local cowncils will Eake In the light of the amauwaTs ol central QOVErrment Lupgsacl mbde svailable and  [he Inplications for
ihe comeontty charge. The projections In this Autuer Statemen] assumse that, in general, [ocal futhar ity fpending will rise

yoar Droadly in |ine wilk past trends, Bul thet grosk capilal expenditre will Tatl from 1ts Exceplionally kigh lewel n
1 -0 o & level more Wy Line wilh  ear)ier years, perhaps sround €8 million. Searting fram this base, total lecl

suthority sperding is profected fo gprow mare ol y 10 1891=82 {n real tersd snd t& Femsin broadly flar in 1992-93,

1.70 Deducting the suppert arovided by central government from total Local authority expenditure plues & measure &' the
expenditure which Llocsl suthorities firamce from their own repoutces « communitly charge inccee, use of capltal receipis,
Balances and cther fncome, Fioures for this lecal suther ity self-firanced openditws, et of cthe ieflow of capi el
receipls, are shown in table 1.5 The profile refleces the eacepl fonally high levels of expenditure from thelr own fecoerces
(rotably wuse of capital recelpss) by locel authorizies in 198350 snd the tramsitional relisl for comBURiEY  chargenpyers

pravided by ceatral governesnt Trom 1990-91.

1.69 The Deparement of the Environment has published separately the
Government’s assessment of the level of current expenditure appropriate for
all local authorities in England next year ta provide a standard level of
service (“total standard spending™).

1.70 Tablc 1.17 gives figures for local authority capieal receipts from the sale
of land and cxisting busldings {net of purchases) between 1984-85 and 1988
89, It alsa gives an estimate of outturn in 198990 and a broad projection for
L990-91. Within this total, receipts from sales of local authority housing,
mainly under the Government's right to buy policy, may amount to some
£3 ballion, As explained above, local authority capital receipes reduce GGE
but do not direcely affect the new planning total.

MNationalised industries

1.71 The Government's objective is to minjmise the burden which the
industries place on the taxpayer and to strengthen them as businesses eamning
an adequate ratsof return . External finance for nationalised industries has
been significantly reduced, from nearly £3 billion in 1979-80 to an
estimated L& 70 million in 1989-%0. The Government will continue to
require improvements in the mdustries’ prohtability, efficiency and standards
of service and will encourage progress in reducing costs and increasing
productivity by setting demanding financial targets and performance aims.

1.72 The estimated outturn for nationalised industries” external finance for
1989-90 is L670 million, £700 million higher than the plans in Cm 621.
The main increases are for the costs to British Coal of restructuring and to
British Rail of the Channel Tunnel services. There are offsetting lower
requirements for electricity (England and Wales) because of lower fuel costs
and a reduced tax liabilicy,

1.73 External Anancing limirs (EFLs) for the nationalised industries in 1990

91 are listed in Table 1.8, which also shows the plans for the two later Vears,

Up to privatisation,the electricicy industry will have substantial negative

external financing requiremenes. But lechicify privatisation s plassed
far 49Cand 1991;  EFLs in 1990-91 take account of that, and there are no encries

for electricicy in the two later years. This is reflected in an increase in the

total figures for the nationalised industries between 1990-91 and 1991-92,
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Table 1.8 External financing requirements for the nationalised industries,
1990-91 to 1992-93

A mitlion
19091 1991-92

Biritish Coal i3 270
Briush Raillways Board Fre e 7hl
London Regional Transpore 448 440
Civil Aviavion Authority a7 4
Briush Shipbuoilders A 1
Bricish Warerways Board 49 5{)
Caledonian MacBravne Lid T 14
Past Ohifice L1 = £l
Scotcish Bus Group =

Electricivy {England and Wales) — i

Electricity {Scotland) fr 3

Toral S20

Y Ao anie for exteresl frsmesig G Electringy.
F-;urr f it .]|'|l|‘l:iI o antudl rming of PTratialion in 1950 and | 99T

1.74 Provisien has been increased for the external financing requirements
of the industries remainmng in the public sector throughour the period. This
mainly reflects substantial increases in the levels of investment planned by
London Regional Transport, Briesh Rail and the Post Office, By 1992-93,
provision for capital investment by those industries remaining in the public
sector will be some 50 per cent higher in real terms than in 198889,

Other public corporations

1.7% Included within the Departmental programme totals is provision
for a large number of public corporations including urban development
corporations (UDCs), the Scottish and Welsh Development Agencies, the
Northern Ireland electricity service, New Towns, Scottish Homes, and
the Northern Ireland Housing Executive. The largest increase in

provision now planned for next year is for the London Docklands
Development Corporation. The planned increases for the Urhan

Development Corporations in all three years ahead are mors than offset
by increased estimates of net capital receipts by New Towns.

Science and technology

1.76 The new plans reallocate resources for science and rechnology
towards basic and leng term strategic research by the universities and
Research Councils. Within the new plans described above, L 100 mullon
has been added to planned spending on civil science and technology in
199091 Most of the increase benefits the DES science budger, which will
grow by 25 per cent between 1988-8% and 1990-91. There is provision.for
increased environmental research.
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Capital spending [ % ara

1.77 Within the departmental plans desenbed above, exirg pravisieg of
sbout L1 billion has been made for central governmen®Capital spending in
19091, This includes large increases for investment in roads, haspitals,
education and science, and howsing, Provision for investment by those
nationalised industries remaining in the public seceor throughout the meriod
has been increased by some £ billion in 199091, rising to some £
killion in 199192, Provision for investment by other public corporanons
has been mcreased by some £4 billion in 1990-91. Total additions to
provision for capital investment in transport, by both central government
and public corporations, amount to over £§ billion in each of 1990-91 and
1991-592.

Privatisation

1.78 The estimate of nat progeeds for 1989-%0 from the privacisation
programme is L4} billion. For 199%0-9T and T991-92, the estimace of net
proceeds is 5 billion as in the public expenditure Whire Paper. These
proceeds are netted off the planning total and general government
expenditure. However, in order T thow the underlying trends in
expenditure more clearly, Chart 1.2 showstrends in expenditure
ol ergiuras 2ad excluding privatisation procecds.

—— - —— =

Reserves

1.79 The plans include Reserves of £3 billion in 1990-91, £6 billion in
1991-92 and £9 billion in 1992-93. These will be avalable to meet
unforescen rcqt:ﬁﬁ'&m: on items of expenditure within the new planning
total.

Debt interest

1.80 General government gross debt interest is prajeceed to fall from abour
4,18 billion in 198889 10 about £14 billion in 1992-93 (see Table 1.9). For
199091 to 1992-93, che figures are the same as projected in the FSBR.
Following the reduction in government barrowing and the move into
Bodget surplus in recent years, debt interest has declined as 2 proportion of
GDP from 5 per cent in 1981-82 1o about 3} per cent in 198889 and is
projected to fall further to 2] per cent by 1992-93,
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General government debt interest

18889 TORI-90
Projes tion

1T -He
Chytrumn

[ 99191
Projection

Frag—w2 | R b
Clutourn

General EOVECNmENt gros
debr interest’
OF which:
Ceneral governmens
General governmens mterest
and dividend receipes
General government net debt
imiErest

Projection  Projecoon

£ billion

-

11-6 114

Genegal EOVErnmcnl gross
debr incerest!

General government net debi
inerest

WO wrkich: Seriiing af indewed reruninies
(gt wlus naonal ravings)

Per cent of GDP
44
23
e
-3

Value for Money

1.81 The Government attaches high priority to gerting better value for
maoney from all public expenditure, The improvements in public services
that will result from the new public expenditure plans described above will
be increased further by continuing improvements in value for money. The
public expenditure White Paper, to be published carly in 1990, will include
information on the output and performance of departmental programmes
and will include details of performance againu specific targets.

1.82 Since 1979 efficiency scrutinies have saved over 41-3 billion on a
cumulative basis. Departments have achicved value for money
improvements in purchasing and supply worth about £350 million in 1988
B9, equivalent to over 5 per cent of their purchasing expenditure; markes
testing and contracting out are now saving some £ 50 million a year in the
Civil Service, The Government's programme (*“The Next Steps™) to create
agencies to carry out the executive funcrions of Government will lead o
further improvements in civil secvice efficiency. So far, ten agencies have
been sct up, covering 7,700 employees, and a further 38 activities have been
identified as agency candidates, covering, 200,000 staff (over a third of the

Civil Service). it

1.83 In the MNational Health Service cost improvement programmes are
expected to have yielded cvings of about 1 billion by the end of the
current financial year. In local authoritics, value for money improvements of
around LM million a year have been achieved following work by the
Audit Commission: and scope for achieving a further £600 million has been
identified. Achievement of these will be encouraged by the present reform
of local government finance and by measures in the Local Government Act
1988 to widen the scope of competitive tendering. In the nationalied
industries since 1979-80 average productivity has grown significantly faster
than recorded productivity in the economy as 3 whole.
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Qutturn in 198990

1.B4 In the last public expenditure White Paper, Cm 621, the planning tocal
bor 198990 was set, on the old detination, at L1671 billien, including 2
Reserve of £33 allion. As Table 1.13 shows, the esumared outturn is
L1682 billion. This implies claims on the Reserve tonalling £ 46 billion.

1.85 Within this roral, additional expenditure by local authorities looks
likely to account for some 23 billion (see Table 1.14). New arrangements
for the planning and financing of local government expenditure are to be
introduced in England and Wales from April 19%) (see paragraph 1.60
abowve),

1.86 Addiional financial requirements of the nationalised industries {mainly
costs associated with restructuring Brirish Coal) are expected (0 account for
{Rbillion, Lower prnivansanion proceeds, resulting from the subscription by
the Government for shares i the ten warer compames of England and
Wales, are expecred to account for £ 3 allion.

1.87 Table 1.15 shows the estimated outturn for 198889 and 198990 for
local authority expenditure within the old planning total. Table 116 thows
the outturn for the plinning total on the old definition for 1984-85 o 1989-
90 compared with the plans published in previous veass




Table 1.10 Central government’s own expenditure ' ?
AL million ) Y WAL
Latest estimates of outturm Mew plans Changes from
R Py X 1984 White Paper .
1988-8%  19R5-5) Changes 195091 [90] -2 [P R | M-
Chuturn Esrimaned 1038 o Pians Plans Plans
outrurn_ 19H9-590 )

Ministry of Defence SN 19073 0310 1240 P20 22350 23430 b

PO _E.T_Lp]mmur wing ' T-_’l‘.f ___]_l_l.l BN Wi . L i | Sk
FOOD—D e rseas |:||:\.'|:'|l.l|:|-|i|tr.|l Adminstranon 1 507 T Wi 1 G 1 TEd) | RS} Hip

Ministry ol J'LE;EL:!]EM:, Fisheries and Food 1559 ] 1910 Ll B I_EEH i 2 =170
Trade and Indusiry 1 685 ... 123} | (el | () — i

Export Credits Guarantee Department 1089 _I"_’HJ 2401 m — 30 164 . |}

Encrgy 538 — R0 3 -I'-m_ " 410 ERTY — Xl Aih
%P_arlﬂgt_-.;l{f_mnlu}.rmml 35 = i) 3460 3 -0 33N — 156 — 10}

r}rrla:r_l FrETE of Transport i 4ii5 Sl 230 2410 2510 1590 &3
f__:l{_'}_ETl I_':"":!”H i 376 1440 2250 2 5600 2R 1K) 570

|-.H.-]+'.TI_-?TE11':I' mwrnnmml_.i! sErvices 53] 120 &1l 550 44l — M) — 70K

[OE—Property Services Agency {_Srmn:::‘.} . ; Q — 100 30 il — 10 ) 70

SUE] g .um!pu.;dx_:[ aspang |

Jilf.‘fl%_l.-g.._;_l_&ﬁ-;rl‘gnutn{ {l {] 4i) 4] 41} i) Aty

Home Office | 364 30 1910 1870 1 880 - 10 Hib

Lord Chanoellor's and L_:w Officers’ departmenis N2 M) 127 ] 30 1 4701 X Hip
Department of Educarion and Science _ 291 | 350 4 5% 4 460 4 590 30 Ihi

Oifice of Arts and Librares 414 ¥ 44 M1 Tl {1 4

Deparument of Health 184 1630 12040 23 350 24 470 ) I 70

Department of Social Security 44473 47180 2710 52000 56200 59500  —300  +670
Scotland * : __ 38y 4010 180 4370 4570 4710 20 210)

Wales® 1730 1 B9 16 2110 21590 2350 2 151
Maorthern Irelagd ¢ : 5142 _.5 520 ; kL] : & TSI fi (1500 £ 25K} R LB
{_Z.hainc_uibn':. duE:.unu'rE:_ 36595 4 15||,-] = b 4620} 4 HHLY S5 140 Kl 1]
Other departments T8 310 $ i-%-'ll.- S :"-HH 41 K ')

Eurcpean Coramuintes R 20340 120 1 B 1 6700 | TR — Bk

Total 116 335 126 650 10 310 137 704 145730 152104 4 Ion

N Arwtindea i [ while [0

"J'l_-.:mr. earhindy frmeee fur rm..!lh_r O PRI .

s s wt st i e bist public expenditior Whar Paper, adpuned e changes of datfiration sl allicinies, inckabing thee dewrded i dead a4 Touts ¢ A
daw patsighipd f 5




Table 1.11 Public corporations’

A million

Latest estimates of ooturm Mew plans Change from 1989 White Faper

199 1 Gt l'.':'ll.al:lgq:s. 14951 1*?‘.‘1—".!",:3. ]‘?'12-—';"3 1t JirCH -4 | | ] G
Charmuarn Estimiared 1 BHE BT 1o Plans Plans Plans
DU | -t )

FCO—Overseas Development Administration 34 50 ¥ i, LT 0

Ministry of Agriculture, Fisheries and Food 13 10 = |0 0 0
iJrFu.rr!'“i.-_nl of T'rade an:‘t_lnd.ustr:,r — 343 — "l 500

sue| g adnjpuadxy J!l'-l-“cl I

Llepartment r_rI'Ellrn.-.g.-' .. S = 610

nEF.iIEI:HEHl ol E:rlrl]-.a-].- menk 1]

Deparument of Transport - H3)
DOE—Housing . =1Tm

I_J@_}E L:’_[_Ju.'_l :.'n'.rur-.uu!u-.u.l:.ll SETVICES : 'Hu

Department of Health 0 {1
Scotland’ : }ii . Hi
Wales! ! ’ 130 i 120 '|'1'|Ia_ b=di 1 [
Morthern Ireland” 275 190 170 150 : — i i
Chancellor's departmients = 0 [ —10 - EIP. . G i
Tatal® =183 15%0 1 7490 1370 2 340 H4

of wich:
Matwomahsed mdustries '_"!?I Bl 1 33‘-1 20 1 5141 TiH) i

‘{3:[! = 44} K& R0 i) —#H0)

" Mrr foaetmosed t Table 18 For nonemalivd tede aried dnd moost ¥ Gee fominate 3 o Takle {160, PRMA-IT, is imcluded in the outhirn peadi and e plhees o ik
s corporaioas, rie planndag ol inosdes dheir eevermal View paragraph .56 yrar anly,
_ﬁnm‘r. Fir matiemadird inadhiirdies” f.':w_ﬁrld‘d.l't Iﬁhﬂlrﬁlr ..r*ﬂl.ll.l.“j'“ J:'].rrrrirfl:.l r'EuI!l.:lll. Walrs and .E...:;lrhﬂ_.l aind

[FAD- 2] b | 99 T-93, rew Table I8 Scoirieh Hur Croup, which are giqumed 1o e F-n-nln-.rd'd'un.lg

Oither public corporations ;,".HFI_
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Table 1.12  Planning total and general government expenditure' -

Central government*s own expenditure—

af which
.'i-ilrlul.r ¥ e Defence

_FOO—Dhplomasic Wing -~
FCO- ﬂl.-e*-;ru Mhews "-.'upn il '.-:In-l I IT R

Miniaéry afl Agraculoere, Fabono and Food

Trade and Indusery

'; i .||-lr

(W TR o

1 8-b-R5 1URE-HE

L 1162

M0 .| o)

o-F =7

|4 |4

I Fa]

14 13

Export Creduts Guaranier Department

Energy

{Hr H4

& 1

Lepartmam of Emploviment

__ Deparrment of Transpon

7 37
14 1-4

i.'II:.'I'E—.-ll.'-lhl.-lp:

DO E—DOher envisommental jae vices .nd ﬂ."'r.i'mnu: SUrhey

B E=-Froparty Servide Agency

D E—Local Govermment

__Home Office finshuding the Chariry Commisian)

14 14

-

i
d

14

Lotd Chancellor's and Law Officen” depart ments

Dep-..l-'lm:n: of Educanan and Sowence

28

Orfice of &rms and Litrines

Drepartment of Healdh und Ofhce of Populaton
Cemnsuses and Suroey

Depapmsent of Social Secuny

i3

Sorckern [reland

_ Chancelior of the Exchequer’s depariments
Cabinet Office, Privy Councl Ofsce and F:rlurr.-m:

Europesn Communitie

Central government support to local sutharities

H.I.lnl:i.ll It-lll.l[ftmn nfpubﬂrl:nrpnuhm

Reserve
Privatisation procesds

Adjovrment

Maew phmlt‘ Eaiml

Lowcal swchority seld-financed expenditune

w7 G 27

Cemral governmens debe moerest

L:.-'.' 18-% 183

Acoounting adjaiinments

Cremeral government expenditare

e 2 43

EE4-B 1858 1850

! Sew foownaie to Table §.3.

" Rieal eremy fgures are coih figuren adivated ta {98589 peice bevels by
[ |udl'!=; Thr 1:,|'i'-'rll ullrp.'urral wnfahen ai meazured &y the GIP deflaior
it faesdriare 2 am Tabie 1.1}
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Esriaviared Pdew Plass
l.-:l'\.|'rl:|-|'.
| -l | a3 |\t | r-n3

152 122-4 1244 e A _Central government's own expendiiure—

|||'1n'|'||| k
18:% %2 196 Sipsiry af Delence

0-8 A (g FCO—Diplomaric Wirg

1-5 -5 15

FOO—Overwas Development Adminncration

1-A 14 1% Mmmery of Agriculisre, Fitherier and Food

1-1 10 04 Trade and Indusery

{2 ] Export Credits Gaarantee Depariment

{4 ;- ; Enecgy

3 i : Deparimene of Employment
e
LD E—Houting
BOE-——Oicker envaronmental services and I:In:ln.ir.n:-:_ Eurvey

LSO E—Properoy Services Apgency

[OE —L aeal Governmend

Oiifce of Arts and Libraries

Deparoment af Health and Ofice of Population
Censuzes and Sapveys

Diepartenent of Sooal Security
Scotland
Wales

Northern freland

Charcellor of the Excheguer's depariment
Cabwner Orffice, Privy Councl Office and Parlismens

European Commanites

Central government support to local authorities

MNew planaing total

Lacal suthor Iy seli-finan rw:l {I.F{!‘ld fare

Cential govermmioni debst imieres

ficounting scjuscmencs

General government ¢ :.pmﬂipq"
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Table 1.1} Old planning total, 1988-89 and 198%-50'

_.|'_' mullion

Ldﬂ'ﬂ -f'-"'IITIIEI_‘E of outts -

1988-89 198990  Changes  1989-9)
Owutturn Estimated  1988-89 0 Changes
WLH A b ke )] TRt from 1989

4 _= _ _ 3 Whige EEA‘I.—
MI.TI!i[:I"'.- 4:-1 [Jct-.'m.e 2 19073 20310 1 240 170
2 B10 4
1 541 1620 Bl
.:‘-._-'|.1n|.5|:r1.'_nl: Agric u]nm:. rlthi.:l:l_i:'f.i FII'I:j_ _]_"l.ll_"-li = 172 1 650 — D)

Department of Trade and |nr|111r_r'.' 1406 | EEAJI
=xport Credi Guarantee Department 109 M0

Deparement of Energy = 420 14
l}EF‘ arrment of Em |.1]|.|'. ment _ _ 373 IES
_ 4721 5 001)
DUE—H auting - 1 81% 24N :
DOE=Orher environmental services =
and Ordnance Survey 3743

Home Eﬁ-]l.:-l!"l:h!n.'lud:ilk; the Ch.l:l.[':.-'_'.'_-l.:-l.-.:l mission) ﬁ '-II'_|-1-
Lord Chancellor's and Law Officers” Diepartment RO

DEF]HITI!.‘I‘I[ of Educacion and Science IBA1
Orffice of &rts and Libraries 974

Departmient of Health and Ofce of
_Paopulation Censuses and Surveys : 21 764

E'I._I'd_r_l_l__ll_-li':l_'-". of Social Security 47 162
Scotland & L 3657
W ales 3559
Morthern [reland _5.55-&
Chancellor of the Exchequer's Departments . 3%5
Cahm:l: ‘Office, Privy Counal and Parliament TR
Europesn Communities | O
St - n
Privatisation procecds = 7065

.ﬂ.liJ.lJ.ll!H!ltnt
Old planning total 149 638

! Spe footmotes 1, 4-8, 10and 1200 Takle 1.3,
1, H..u.lsrc..l'_,rrr meiar clannfiranon |h.'.r.!r.l arhrr than those dewrmbed in _ll'pugw I ra Tatile [ A7




. 1 Public Expenditare Plans

Table 1.14 Old planning total: differences between plans and estimated outturn
by spending sector 198990

P Il
A TSI

Plari in Estimated Changes
1969 White ousturn from 1BES
Paper White Paper

Central government® 123718 124 MM il
Local authority expenditure®

—Current 41 393 42 M) 1 K]

—capital 2615 4 2B0 i 670
Public corporations 2426 1 5% 7641
Fewrve 3500 — 3500
Privatisation proceeds = 5000 250 7530
Adjustment® ] ) — 0
(Nd planning rotal 167053 e 1 1080
General povernment gross debe

IntErest 17 00K} | 7 B A
Driher national accounts adjustmencs 0 500 | 300
General government expenditure 193 HK] 15k 3]
General government expenditurs

(excluding privatisation proceeds) 198 700 ) 5000

J .'I.J'.ll.l.l..ll_,".r b (T LA rhangri orhid this IAoRd denraibed in Jndtmte I'ie Tuble TA1
# Ex clidimg _"-F.lu.a' fute P& Bz & atpabdfiong
' Sre fooiapie [3 o Takle 1.3




Table 1.15 Local authority expenditure in 198889 and 198990 {old planning total basis)’

Miristry of Agricultore, Fisheries and Food

Departrment of Trade and [ndustry

I.ll?r.-flml:nl of F.mpln}'rm.-nr
Department of Transport
LDOE—Hausing

DOE

Homes Cice

Oiher environmental services

D-L'Eﬂrllﬂﬂ'l[ of Education and Science

1_.'-'I."|'I|.'L' of ."'u_:l!-. and [ihraries
]_.‘.h.*:?uzlntnl ol Health
Department of Social Securicy
Seotland
Wales

Marthern Ireland

£ millen
Latest estamates of outtum
| A THES K Changes
Chatturn Estomared 198889
WURTHFRY 4]
19590}

194 20 10

™ 11D 1

137 140 0

2652 2890 240)

544 1000 $60)
I 40 04
5148 87 5]
15475 15920 480
560 620 6l
3382 3730 350
3837 4 Mo 500

4510 4 940 430

H7S 1890 170

B4 L] il

| S
h anges
{romm 1989
white
Paper®

— |tk

10

Old Planning Total

41 458 46 7040 4 200

of which:—

Current

y Capital

VFigures exulusde debi inrerrar e Ainanie for pablic corparanisng

¥ See fopimores 1, 4-K and 10 Table 1.3,

39 601

2 BSY 4 ZR0 14X

A0 2800

* Adpusted for mainar clags(Sealion chemger ather than thawr drimbed i

Soatmate 1 1o Tuble 14,1




. [ Public Expenditure Plans

Table 1.16 Old planning total ; plans and ocutturn

.:'.- bilhan .
|85 | DES-HA | HEr—H7 1957 -5 1988 -RY | G-

March 1932 White Paper [ 27-B

({Cmnd B494) i
February 1933 White Paper 1266 —‘ Flans
iCmnd 8759 prE o ‘

Fi.‘l:l:rl:lar'!,' T9R4 White F.I.F.t‘:l’ 126:5 135 Ohotturn
(Cmnd 9143) y —_——

January 1985 White Paper 128-3 1369 1417
[ rnd 428

J;_I:lu.tfdgl 1585 White Fupl.'r 129-7 1 352 1443 1458
i mnd YA

January 1987 White Paper 1299 140-5 L48-7 154:3
{Cm 56) ¥ s

Jamwary 1988 White Paper 1393 1474 1560
{Cm 288)

January 1989 White Paper 1393 1457 1534
iCm 621)

This Autumn Statement 1299 133-7 1353 145-8 149-5

I.I:lllll"ﬂﬁl r||||"-|.||'| JEHI I!Illlr Pl.ll'll'.' Jfl.':lrll.'ll' .I'Ijl‘“lrl'j -'r i |r|]|II|i gt haripss .'ll'lf'r 'ﬁ.jl‘ ||:||:IH ﬁi“i:l‘“"m r:'l.l'".jlr | Im i f!lr 1
] - Jo o ey, L A 1.41.
:E.ullﬂlll:'f‘

Table 1.17 General government receipts from sales of land and buildings
{net of purchases)

4 billion
Lavest estimates of outtumn Mew plans

1984-85 19BS-86 198687 19B7-BE 1988-R9 [9R%-9) 1 S00-01
Outturm Ouitern Queturn Outturn Oumurn Estimated Plans’
CIRECERETT]

Central governmene? -1 : -1 0:3 03

Local authority
Housang i3 i : 14 31 i e T
Creher 04 05 : 11 15 10 Va
Toral 17 | i : 29 46 +3

Total general governmemt IR {-# H 31 R 4-f

! Projected bval authonidy receipn for TRA0-91 and the rorad aee sounded 10 the miparen A biltiom
"|:"-'r:l--1'.i'l_r g i pen iy fuded m porvatisafion praceedy | Foretry Commuien, Lnd aritlemenl, motare ay siriice leases—ire Talle 24 1,18 .-.__,I'qj.-... 621,




Annex to Chapter 1

Intreduction 1A.1 This Autumn Statement is the fiest ea use the new plinniag total for publac
expenditure announced in the White Paper, “ A New Public Expendirure Planning
Total” (Cm 441, July 1988). This does not affect in any way the Government's
wider medium term aims for total public spending. These are expressed, as before,
inn terms of general government expenditure (GGE), excluding privatisation
proceeds. The definition of GGE i unchanged

1A.2 This change s beng made at the same time 35 the reform of loeal
government finance in England and Wales, from 1 April 1990, A new system of
local gavernment finance was introduced in Scotland in Apnl 1989, Further details
ars given in paragraph 1.60 of this Autumn Statement.

1A.3 Both changes are intended to distinguish maore clearly berween the
responsibilities of central and local government.

The new planning total 1A.4 For operational purposes the Government has for many vears set 3 planning
total against which it monitors and seeks to control departmental expenditure. The
old planning rotal, like GGE, covered all focal authorty expenditure, ner of capital
receipts, including spending which local suthornties finance from their own
resources and for which local suthorities are resporsible, Ae the same time, it did
not . coyatthe grants which ceniral gOvErnmemnt determines and payi to local
authorities,

1A.5 The new planning total brings together all the elements of public expenditure
for which central government is responsible. The change in definition affects the
treatment of local anthority expenditure, The new planning rotal thus includes

—the grants, current and capital, central government provides to local
authorites;

—payments 1o local authorities from the vield of non-domestic rates; St

— Ol S ival,

Loeal | authority spending financed from local mxation and other miscellaneous
income will be excluded.

1A.6 The new planning total also covers, 35 did che old, cenral government's own
expendimure; the external finance of the nationalised industries and of most ather
public corporanions; privatisation proceeds (deducted from the planning total); and
a Reserve.

1A.7 The Government has, at the same time, tken the opportunity to change the
treatment of some other elements of expenditure, bringing the planning total closer
into line with national accounts. These changes are noted i footnoce 1 1o Table
1A,

The mew plans

A8, Table 1.3 shous the nev plans in sussary, on the new definiiion of the plenning total. Table 1.3 alen showi
evlimates of the cutturn for 1986-85 to 1989-90 on the new basin, For Locsl suthority slessnts of the new plarning
total, proxy figures have been used for non-domestic rate peyments and for crodit approvals. naithee of which exizted ia
the same fore urder the old arrangessnts for Llocal gevernment 1 inamcs, Figures Tor local suthority self-firsnced
expenditure, net of cepitsl receipts are derived by subtracting from the figures for fotal Local surhor ity expanditure
Ehe support sade available by central government {fe the sum of the (ocal suthority slessnts of the new plenming totsly,
For 1984-E3 o 1987-B8, they are consistent with Tigures for toval loesl suthor |ty esperditurs of £38 8 biLLion,
£39. & billfon, £42 billion, and £64.T7 billion respsctively.




. Annex to Chapter 1

Comparisons with previous

plamns

1A.® The relanonship bevween the ald and new F|J|'|.'i|l'|_E, tocals and GGE 159
follows

OLD MNEW

'Cfl 1Era I l_.{u YCTTIMETHE .‘_ O
expenditure

Central povernment's own
expenditure

Public corporations Fubhc corporations

Central Government support
far local anthorines
= ﬂ. £ EfibE 5|.1_.'.~pr\-rr I:_'.|.|_||'.
~-Mon-domestic rate pavyments
—L redi approvals

Privatisation proceeds
Roeserve

Local authorities spending

(net of capial receipts)
CUTTEnE
—capital

rl'rl'|'1|I'|.:I|i.'|I'| Pr ('i:'d.'i
B eerve

MNew Planning Total

Old Planning Total

Local suthonty self-financed
expenditure
(ner of capital receipts)

General government debt interest Central govemment debt inrerest

Other adjusements

General government expenditure

1A.10 Tabie 1A.1 compares in more detadl the new plans with these shown in the
1989 public expenditure White Paper (Cm 621), which were based on the old
definition of the planning total. Table 1A.2 compares trends in the new and old
PIJ.IJ:IIHIE t.!.llﬂll .i-nd in L‘I'GE.

1A.11 The new plans can be compared directly with previous plans only in those
arcas where the new and old definitions overlap (central government’s own
expenditure, public corporations, and privatisation proceeds). These comparisans
are shown in Tables 1.10, 1.11, and 1.A1

1A.12 Under the new arrangements the Government is publishing plans for central
government support for local autherites for three years ahead for the first time.,
Comparisons with previous plans are therefore not possible for these new local
authornty elements of the planning total, nor for the planning toeal jtself,
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L

.I'ihtt 1AL {:hﬂniﬁ:ﬁ in il]i.-lrl.l:lil.'lg I:U[.II and E‘-'I'Il"l'i] EOvVernrment {'!Pi"l'l-ljilul'l;!' "ur 19";'1]—';]

and 1991-92 since 1989 public expenditure White Paper

i Eillom

Central government's own expenditure
Hehite Paper plims
Classshicarion changes'
Survey changes
P ew r\-l.l s
Public corporations
HWluie Paper I:ll'.m;
Clamufication rh.'mun'
Sarvey ch.;nge—.s
Pew plans

Local autharity current
Wkite Faper plan fexpendivane )
RS0 and NOR
Onher current grants

Local authoricy capital

HWhire Paper plan fnet rxpeaditine )
Capiral grants
Crodin -.|.|.'|p'u1'a::.

Privarisation proceeds

Hewerve
Ol plamning fofal
PMews planning total

iChe plavining eoral

Mew plinning total

Local avthorn Ly self=Ananced ex Fu.-m;li.-u.r.:-
(net of capital receipa)®

Creneval poperimenl debl fnrerest

Central government debt interes

Dither adjustmenss

General government expenditure

Sew Plans

' fm addition do mimer rhanpes af rlenificarisn and sllocarion the
Jollowing chanpes have been buraduced, hringing rhe planming toral
wloier imte e weirh the Bslisns acsanlin Hatadery wek pay and
Hatutory materity pay e sew beclsded (s the planning il receipe
Jreom fines, fixed penalties and cerivin feer are mow exciuded from the
planing inial smd ireated as revene; spending formerly inchaded fm bcal
dwtharily expnditure, on police, eduration asd fire wrricicer im Noriem
Freland, 11 now included in central gearrmmemi's own ftﬂud:‘mq;
exprndinay ol the Metipnal Riverr Asthority fnanied by precepts on
doval @uthoriies & sew similarly greated; expendineee om certam
ediicational iMihidcior J_|r||:|r Tres ring .J‘.g\;rl;;l'_ﬁ,lr_ln.,-rlj, remed 20 cesiral
a""l'-l'l'ﬂﬂl'ﬂ-".l TR FEprndifsany 1 Hw anrluded m Aranis s fowral
garpprilies; and lecal sthonddy napperr for thide dyrpart and b
rampansri ¢ now iveaded ai s auierdp eaxperditire raher thon
publie corparations’ external finssce

Kk B
'Fr'hlll:_f'JP:l:

M-

= Id-i —
Eﬁi- Cak 140

44 #t 41
2104 215} el |

T n the new plans, Lcal authority self: financed expendinire is derived
by nabrrasting from & prajecsion af rotal local mesharity expemditure the
uppart mads gvelable by cemiral government [ie the rom of the kel
autharity components of the new planming rotal). Toeal bcal autheriry
eupendivins ineludes lacel authority drbt imterest payments te Hhe marker
aed to sewtvel porernment. In the 1989 White Paper fnca! suhoeiry debe
inferen pdpmenti b the market weer included in gemeral govrrnmens dei
inferer.

Y Coeher adiusrments in the new Jan g fowrer thaa im the Wk
Paper breause of the clagsification changer desoribed i faomore | =4
bevaise, m avoid double counting i peneral povrrament expendise,
Vagal J||||h:!lrr' debr IR paymenin fa "-""IJIIW"-I'T"MI'HJ parrtuded o6
‘vl aurkoeity enpradituee are deducted.




Annex to Chapter 1

[able 1A.2 ]-"'uh[:it_{_'_x penditure, 1978=79 (o |_"1!"Jl—"9]

l|.-|.||-||.._'|"'.|| Lreneral Lol P defdapas
s LT MENE
CXPCnaiTare
exclud g
POYAMEn6

prococds)

Old definrion’ Mew definkion {1 98R-B0 = [
R.eal- Cash Real Cash Boeal?

1978=-7% 144-1 750 1643 (43¢
L STy ; 1454 903 1696 (5332
1R-81 ; IH-H 1726 (&30
19|52 a4 5 - el B ] 1751 LG4
1R -3 - 1331 177 {1740
1983—R4 } 1416 1524 ) Sl
1984—E5 2 1268 1536 1874 814

i

L]

wd

1535 337 : 15014 1l 1874 (-858
18T A ¢ 1 260 | - 1 Ri6 [BH&
1987-8K 145+ 3 142-5 17% 1501 1935
Y -l 5 456 185:7 iS5 T |
| WL 161-7 5 1474 |
1 W3] 750 254 191-7 |
142 192-3 1654 F L 1954 It
a3 34 16443 FAL Y 1594 |
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ECONOMIC PROSPECTS FOR 1990

Demand and activity

Inflation

Labour market

UK trade and current

accouni

World Economy

Summary

1 GDP is forecast to grow by 1 W4 per cent in 1990. REFlinflation should fall
t?f per cent by the end of nex! year.

< Ve

oy
2 After rapid growth of more than 4 per cent in both 1987 and 1988 the
economy has slowed in 1989 in response to tighter monetary policy; GDF is
likely to grow by 2 per cent this year. Growth would have been higher but for
disruptions to North Sea oil production; non-oil GDP is forecast to rise by 3
per cent in 1989, Most of the slow-down in spending so far has occurred in
the personal sector. In 19%0 companies are also expected to adjust their
spending after exceptionally strong growth in investment between 1986 and
1989.

3 Retail price inflation is expected to be 7 ¥ per cent in the fourth quarter of
1989. It is likely to remain above 7 per cent in the first half of 1990, but to fall
to 5% per cent by the fourth quarter. :

e —

4 Employment has continued to rise rapidly over the past year while
unemployment has fallen sharply. With the slow-down in output growth
unemployment could level off in the coming months.

5 The UK current account deficit is expected to be around £20 billion in
1989. The current account deficit should fall in 1990 as domestic demand
growth slows further,

6 World trade and GNP in the major economies have continued to grow
rapidly in 1989, but are forecast to grow a little less strongly in 1990. Inflation
in the major industrialised countries has picked up in 1989, but is forecast to
moderate a little in 1990.

7 The forecast assumes that fiscal and monetary policies are operated
within the framework of the Medium Term Financial Strategy (MTFS), It
assumes that both North Sea oil prices and sterling remain close to recent
levels, The public sector debt repayment (PSDR) is forecast to be about £12 14
billion in the current year. The forecast for 1990 assumes that the PSDR in
1990-91 will be the same as in the 1989 MTFS (£10bn, 1 34 per cent of GDP);
the actual PSDR will be set in the 1990 Budget. ~ =~




- Economic prospects for 1950

World economy

Recent developments § Inflationary pressures built up in the werld economy during 1958 and the
beginning of 1989, and as a result monetary policy has been tightened
warldwide. Growth in North America and the UK slowed markedly in the
first half of 1989, while it picked up slightly in continental Europe and Japan.
Just as the the North American and UK economies led the recovery in the
waorld economy in 1987, with Japan and continental Europe picking up later,

v so too they may be leading the world economic slow-down. Average growth
in the major economies has Slowed From the rapid rate acheived in 1988, but
has remained above the rate of increase of productive potential

9 Growth of consumers’ expenditure has fallen in most major economies,
following the tightening of monetary policy across the G7. Investment and
exports have continued to expand rapidly.

10 Growth has been rapid in many other OECD and developing economies.
World trade in manufactures grew by over 10 per cent in 1988, after § per cent
in 1987, the fastest two year expansion of the 1980s.

Chart1 Major seven economies’ real GNP and world trade in manufactures

Percentaps changes om o year earlier

"L Valume of worsd trade in masnfacnares

-1@
1979 1981 15EY 1983 1987 1oas

11 Increases in non-cil commodity prices through 1988 and in oil prices in
early 1989 contributed to a pick up in consumer price inflation in all the major
seven economies. Consumer tax increases in a number of countries also
boosted prices. Nevertheless, a significant part of the increase probably
represented a rise in the underlying rate of inflation. Inflation has now
started to edge down.




Economic prospects for 1930

Chart2 Real commodity prices

Prices relagive 1o mojor seven GNP dellalor
16&%0 = 100

;'LE Maon-oil commodily proes

| ] | | 1l 1 | ] 1
14977 151 1981 1585 19HE

Forecast 12 Real GNP is forecast to grow less rapidly in 1989 than in 1988 and to slow
a little further in 1990, Growth in world trade is likely to slow in 1989 and
1990, but world trade in manufactures is still expected to expand by over
i per cent in each of these years,

Tablel Warld economy

Percentage changes on previous year
Forecasts

1989

Major seven countries’
Real GDP LR
Real domiestic demand ER)
Industrial production 4

Consumer prices [
World trade, at comstanf prices
Total imports
deu in manufactures

e

s, , Germany, France, UK, laly, and Canada,
Jagar ¥

13 Non-oil commodity prices have weakened over the last three months.
The forecast assumes that these and oil prices remain close to recent levels.
Consumer price inflation in the major seven economies is forecast to fall
somewhat in 1990, but remains above the average between 1984 and 1988.




* Feonomic prospects for 1930

Trade and the balance of payments

Relalive costs 14 Unik labour costs in manufacturing have risen more rapidly in the LK
than in other major industrial tountries over the past two years, Cost
competitiveness remains more favourable than in T985, before the fallin
world oil prices. But, with unit labour costs forecast to grow slowly in other
major countries, the maintenance of the UK's competitiveness in the year
ahead will depend on success in restraining cost increases.

Unit labour costs in manufacturing

Percentags chamges on a year enrlier

Avcrage of oher majgr
_.] induzirial conniriss

—‘FH =y S HT Fﬂ B

—

1979 1 R0 1881 ISR ISR 19B4 1985 1%&h 1987 1968 1789
Fovecast

Recent developments 15 The current account is estimated to have been in deficit by £15 12 billion in
the first nine months of 19%9. The non-oil visible deficit has fallen slightly as a
percentage of GDP since the end of 1988, as domestic demand has slowed

and capacity pressures have begun to case.




* Economic prospects for 1990

Chart 4 Non-oil visible deficit and capacity ulilisation

Per cent

Mon-oil visible balance per
cent of GDP (LH scabe)

CBI capacity indicator’
(RH scalio)

1975
! percentage working bdow full capaity.

16 The invisibles surphus has fallen in recent quarters, and the oil surplus has
declined as oil exports have been hit by the series of disruptions to North Sea
production. As a result of this fall in oil production, an unusually large gap

has emerged between the growth of non-oil exports over the past year, and
the much slower growth of total exports.

Visible trade

Percentage changes on previous year d
Allgoods Goods less ol

rt It Terms of Export Import ;l.'e.nmnf
volume k-_ﬂl%ﬂme trade’ mIEGmE volume trade’

1938 1% 13 kY| 3la 14 14 2
1989 Partly forecast 5 10 4 41 1k 104 L]
1990 Forecast 74 24 s 642 rg 1]
! ratio of LIK export averayr sslues b brport aoerage nelrs.




-Economic prospects for 1990

Trade volumes (goods 17 The volume of UK exporis of manufactures has continued to rise strongly,
other than oil) despite slightly slower growth in world trade. In the first three quarters of
1989 the volume of exports of manufactures was 11 per cent higher thana
year earlier, Exports of consumer goods have grown faster than other
categories, as capacity pressures in UK consumer goods industries have eased
in response to slower growth of consumer spending,

UK share of warld rade in manufactures

Per cemi

Lgl ]

18 ARer decades of decline, the UK's volume share of world trade in
manufactures has fallen only slightly since 1981. It fell in 1988, as capacity
pressures led some manufacturers to divert production from exports to the
home market, but is forecast to rise in 1989, In 1990 the volume of exports of
manufactures is forecast to rise by 6 4 per cent, in line with the forecast
growth of world trade.

19 Non-oil import volume growth has slowed in 1989 as demand and
capacity pressures have eased, but by less than forecast in the FSBR.

Domestic demnand has also been more buoyant than expected in the first three
quarters of 1989: the car market was particularly strong over this perlod,
which boosted impaorts considerably. Cars, capital and intermediate goods
have been the fastest rising categories of imports over the past year. There
are signs that the rate of growth of car sales has eased; high imports in
advance of the August registration peak probably contributed to rising stock
levels.




- Economic prospects for 1930

Chart &

Impord penetration

Shire of imports of goods (excluding ofl) in weal demestic demand
Per cenl

| I

| ! | 10

Ol trade

Trade prices and the terms
of trade

1987 1589
Ferecast
20 MNon-oil import volume growth is forecast to slow sharply, to 2 %2 per
cent in 1990, as companies cut their expenditure and as domestic demand
levels off. Capacity pressures will continue to ease as extra capacity becomes
available following the recent investment boom.

21 The oil trade surplus is forecast to fall by somewhat less than £2 billion In
1989, to around £1 billion, despite a higher sterling oil price. This is mainly a
result of disruptions to production in the North Sea. Oil production in 1989 is
likely to be slightly below the bottom of the Department of Energy’s Brown
Book range. This reflects further disruptions, particularly Cormorant Alpha
and others affecting the Brent system, and a slower than expected retumn to
normal production levels in fields affected by earlier incidents. The reduction
in the oil trade balance as a result of North Sea disruptions is estimated at
around £1 V5 billion in 1989, compared with £ 14 billion in 1988,

22 Ol production is likely to recover in 1990 but is forecast to remain
towards the lower end of the Brown Book range. Domestic demand for oil is
forecast to be restrained by slower economic growth, and the oil rade surplus
is forecast to rise to £2 billion.

23 The terms of trade have improved over the past year, partly because of
higher prices for North Sea crude oil. Little further change in the terms of
trade is forecast for the rest of 1989 and 1990.




Economic prospects for 1990

Invisibles and overseas 24 The surplus on Invisibles Is forecast to fall by £2 billion, o £4 billion, in
assets 1989, This reflects increased net transfers overseas and a sharp fall in

earnings from interest, profits and dividends, mainly as a result of a rise in
net interest payments abroad by UK banks. The surplus on services has
already begun to recover, following the decline in 1988, as the growth of
domestic demand has eased. Growth In earnings from financial services has
resumned and the travel deficlt has fallen as consumers have cut back on
foreign holidays.

25 The invisibles surplus is forecast to rise to £6 billion in 19%) mainly as a
result of continued improvements in the services balance as the growth of
domestic demand is forecast to fall further.

26 During 1988 the value of the stock of UK identified net overseas assets
rose by £4 billion to £94 billon. Identified net capital inflows were more than
offset by the revaluation of the sterling value of overseas assets particularly In
the LS, as a result of the rise in the dollar and the strength of overseas stock
markets. The difficulty in measuring certain capital flows and problems with
the valuation of direct investment assets means that estimates of net overseas
assets are subject to a very wide margin of error.

Current account 27 The current account deficit in 1989 as a whole is forecast to be around £20
billion. The positive balancing item reflects unrecorded net credits. Although
it is likely that a substantial part represents unidentified net capital inflows, it
is also possible that there are errors and omissions in the current account.

28 Non-oil trade should respond more sharply in 1990 to the forecast pause
in domestic demand growth. With the oil and invisibles surpluses both
forecast to rise, the current account deficit is forecast to fall to £15 billion in
1990.

Table3 Current account
£ billion
Mamufactures Other

=

1988 -15
1985 Partly forecast -17
1990 Forecast <15
! first bl of 1989 2t amansal rate

Demand and Activity

29 Recent revisions and adjustments by the CS0 to the individual
components of expenditure have brought the growth of the
measure of GDP in 1988 and the first half of 1989 broadly into line with
movements in the output measure. The output measure is normally regarded
as the most reliable indicator of movements in aggregate activity in the recent
past. For 1988, the CSO has adjusted consumers’ expenditure up by




Economic prospects for 1990

Personal sector expenditure

Chart 7

£1 Y billion, investment by £ % billion, stockbuilding by £1 ¥ billion and

£14 billion on net exports, all at 1985 prices. Proportionately more of the
adjustment in the first half of 1989 has been allocated 10 stoc kbuilding. These
adjustments are, of necessity, judgemental and there remains some
uncertainty over the precise allocation to individual expenditure components.

30 Non-oil output is estimated to have grown by 5 per cent in 1988. Growth
was sirong throughout the economy with both manufacturing and
construction output rising by about 7 per cent, and output of the service
industries by 5 per cent.

31 Consumer spending is now estimated to have risen by almost 7 per cent
in 1988 following two years of 5 4 per cent growth. Higher interest rates have
already led 1o a sharp deceleration in consumer spending which is expected
to rise by under 4 per cent for this year asa whole.

32 The sharp rise in consumer spending between 1985 and 1988 may have
been associated with large increases in wealth, notably housing wealth, and
was partly financed by increased borrowing, including mortgage borrowing.
As a result households are now estimated to have become substantial net
payers of interest. They are expected to reduce consumer spending growth to
1 V2 per cent in 1990, both because of the need to service existing debt and

Thecause of the greater attractiveness of saving. These effects could be
reinforced by developments in the housing market, where the buoyant
conditions of 1987 and 1988 have given way to a much more muted outlook,
Investment in new dwellings is forecast to fall further in 1590

Personal savings ratio

e

Per cent of persinal disposable income, celendar year average
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Economic prospects for 1990

Fixed investment 33 Business investment rose 30 per cent in real terms between 1986 and 1988,
buoyed up by strong business confidence and high profitability. Total
business investment is expected to increase by a further 9 14 per cent in 1989,
As a share of GDP this year it is likely to be the highest ever. Growth in
business investment Is expected to slow toaround 5 per cent in 1590 as
companies also adjust to tighter monetary conditions and slower growth of
domestic demand.

Share of business Investment in GDP

Per cent

| 1 | | | | | | | I I | | | bl L. | I | ! L
1567 1965 19 LR 1975 197 iy 1981 1963 1985 1987 15EG
Ferecusi

34 The rise in general government investment in 1989 and its subsequent fall

in 1990 largely reflect movements in local authority gross capital expenditure.
[Central government investment is forecast to rise strongly in both years.]

Tabled4 Gross domestic fixed capital formation
Percentage changes on a year earlier
Weight in 1538 Forecasts
! 1988 1989
Business' &8 17 914
Private dwellings' 21 1014 -10
General government’ 1 Al 9 ¥
Total fixed investment 100 1314 54

! includes investment by public corporstions.
1 jtudes purchases less sales of lamd and existing buildings for the mholr eonomy
1 prhiudes mrchases Ires sales of lend and gxisling bueddings




Economie prospects for 1990

Stockbuilding

Profitability

35 Company stockbullding is estimated to have picked up sharply in 1988
and early 1989. Much of the C50 adjustment to aggregate expenditure in
early 1989 has been concentrated in this category; it accounts for some £2.3
billion (at 1985 prices) of the £3.3 billion recorded stockbuilding in the first
half of 1989. There must therefore be considerable uncertainty about the
precise extent of recent stockbuilding. This adds to the margin of error
around the forecast for 1990 which assumes very little change in stock levels
during the year.

36 The net real rate of return of non-North Sea industrial and commercial
companies rose for the seventh successive year in 1988, to levels not seen for
twenty years. With profit growth likely to remain high in 1989, real rates of
return are expected to have been sustained at high levels.

Real rates of retum

d e

1 | i i | I L L I i i | -1

1065

1957 1988 1971 T 177 1977 1979 18El 1583 1985

37 Table 2.5 shows that total saving as a share of GDF has remained
unchanged since 1985, with rising public sector saving offsetting a fall in
private sector saving.

Saving by sector

Per cent of GDP at tactor cost

1985
1986
1987
1988
1989 Partly forecast

Personal Company Total private Public Total national
74 126 19.9 1.1 Z1.0
62 128 19.0 12 202
46 18.6 L7 203
29 13.5 6.4 10
28 15.1 50 20.1

'mat of abock appreciation, b incfuding capital transfers
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Private sector financial 38 The fall in private sector saving since 1985 has, unprecedentedly,
position coincided with a sustained increase in investment. As a result, the private
sector has switched from its usual financial surplus to a financial deficit in
1988, with a larger deficit expected in 1989, The personal sector has already
started to adjus! to tighter monetary policy and the company sector is forecast
to adjust over the next year. The overall privale sector financial deficit is
expected to decline in 1990,

Private sector financial position

Per cent of money GDP al factor cost

Private soctor financial balance

iy L o ) Iyt W S Y I 5 e BT Y AR e =R B [ e 2R e
15948 52 - ] Gl 64 ] 2 TE R

! hefare promiding for depreciation. stock appreciation and additims ot
! Linprises groes domestic fhoed capital formution, increase i tadse of socks sl work in progress, and capital fransfers,

Prospects for demand and 39 Growth in the average measure of GDP is forecast to be around 2 per cent
activity in 1989. With domestic demand forecast to slow down further, GDF is
expected to rise by 1 ¥ per cent in 190,

40 The fall in North Sea production in 1989 has produced a larger than
average gap between total and non-cil GDP. Non-oil GDF is estimated to
have risen by 3 per cent in 1989, It is expected to grow by % per cent in 1990,
a little slower than total GDP because of the recovery of North Sea
production. Manufacturing output is forecast to rise faster than non-oil GDP
in both 1989 and 1990,
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Table 8 Domeste demand and GDP

I"-u:m:-nlage ch_an_:ru-s 01 a year ear!mr

14484 1939
Domestic demand 7 3%
Exports of goods and services' ¥
Imports of goods and services’
Gross domestic product™ LR

Manufacturing oulput " £

® war-0iT shom (A brackers
! ytieraspe modssre

Inflation

41 The annual rate of RPI inflation rese to 8.3 per cent in the early summer,
but fell to 7.6 per cent in September. The increase in RFI inflation over the
past eighteen months has been mainly the result of changes in mortgage
interest rates. RPI inflation is likely to average 7 ¥ per cent in the fourth
quarter of 1989, partly reflecting the further rise in morigage rates in
Movember. A better indicator of underlguig_{nﬂaﬁun ks provided by the RP]
excluding mo gemtegg.t payments. On this measure, inflation has varied
little from the 5 - 6 per cent range for most of 1989, having risen by 2 points
over the past 2 ye :,.ream

RPI inflation

Percerdage changes on a year earller
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Table 7

42 Produeer output price inflation picked up a little in early 1989, but has
since remained stable. [tis likely to average close to 5 4 per cent in 1989, as
forecast at Budget time, With sustained growth in demand over the six years
to 1988, manufacturers’ profit margins rose substantially and were a major
factor behind the recent rise in producer price inflation.

43 The increase In underlying average earnings in the whole economy rose
to % per cent in March 1989 and fell to 8 34 per cent for the period June to
August. The increase in underlying average earnings in the manufacturing
sector has averaged B %4 per cent in the first elght months of 1989. The fall in
whole economy earnings growth since March is accounted for by declining
bonus payments, especially in the retail sector. Pay settlements, on the other
hand, have picked up over the past year as labour markets have continued to
tighten and inflation has risen.

44 The rise in manufacturers’ unit labour costs was restrained in 1987 and
1988 by strong productivity growth. The recent fall in the growth of
manufacturing cutput and productivity, with no atbenuation in earnings
growth, means that manufacturers’ unit labour costs may rise by 4 per cent in
1989,

45 The recent and projected slow-down in demand and activity means that
profit margins may be squeezed over the next year compared to recent
historically high levels. Producer output price inflation is expected to fall iIn
1990,

46 Retail price inflation is likely to remain above 7 per cent in the first half of
19490, but should moderate thereafter with the continued slowdown in
demand.

Retail and producer output price inflation

Retall prices: all items
of whichs
food
nationalised indusiries
housing
other

Percentage changes on a year earlier
Forecast
WE‘iEht in 1989 T9EE04 1990
100 6 V2 7la

¥
Tl

5

Producer output prices’

51

! excluding food, drirk and tobacoo

47 The GDP deflator, which measures the price of domestic value added
{mainly unit labour costs and profits per unit of output), is forecast to rise by
7 per cent in 1989-90 and by 5 per cent in 1990-91.
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Productivity and labour market

48 The workforce in employment in Great Britain has continued to rise
strongly over the last year. In the twelve months to June 1989 it is estimated
to have risen by over 4%,000. Since 1983 there has been an increase of nearly
3 million in the workforce in employment.

CB workforce in employment

Millians

Waork-nelabed Governmaent
training programenss

1641 15E2 1583 1584 1585 1586 1547 1958

49 Productivity has grown strongly over the past ten years, with
manufacturing productivity rising by an average of over 4 per cent per
annum since 1979, Manufacturing output per head has risen faster since
1979 than in any other major industrialised economy.

Table 8 Manufacturing output per head

Average annual per cent changes
1960-19710) 19701980

i 1
3k 3
834 514
4 3
4la il
5hy 3
35 3
4 14
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50 By September 1989, seasonally adjusted adult unemployment in the UK
had fallen for 38 successive months, by almost 1 14 million in total. This fall
in unemployment has been mainly attributable to the strong growth of
output and employment. Unemployment could level off in the coming
months, but its behaviour will depend crucially on the extent to which wage
settlements moderate.

Financial developments

Interestrates 51 Monetary conditions have tightened in 1989. Following rises in the second
half of 1988, short-term interest rates have risen from 13 per cent in early 1989
to 15 per cent in October, Long term interest rates have been relatively stable.

Interest rates

Parcentage changes on a year earlier

I month interbank

M year gilts

| T ' -
1980 1981 1982 12E3 1084 10as 1986 1547 1988

Exchange rates 52 The sterling effective exchange rate and the rate against the
Deutschemark have fallen in recent months, following rises over the previous
two years. This brings them back close to their average levels in the first half
of 1987.
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Chart 14 Sterling exchange rates

Seerling excluge e index (1585100

Deutmchemaritisleching rate

Diollar fstermg tabe

0, o ! | _ 3 |
15E3 198 1085 [ S&A 1950

Narmrow money 53 The year on year growth of M0 was above its target range throughout
1988-89. MO growth has fallen over the past year in response to the rise in
interest rates last year, and is now around the top of its 1-5 per cent target
range. It is expected to continue to fall during the rest of the financial year,
reflecting the rises in interest rates in 1989,

54 Broad money has continued to grow rapidly. The growth of retail hank
deposits - largely personal sector deposits - has slowed over the past year, but
this has been offset by a renewed acceleration of wholesale bank deposits.
Bank and building society lending has also continued to grow rapidly,
though growth in lending for house purchase has slowed as the housing
market has responded to higher interest rates.
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Chart 15 Growth rales of monetary aggregates

. | | |

Percentage changes oo & year ealier

Marrow momey (W)
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Mok thr falf i the MG groesth rate in Seplmber 1989 to within s bergel range parily reflects dhe gffect of te postal girile 2 yoar ags.
The Cvlober figure is an eslimate.

Table 9

Fiscal developments

55 Tables 9 to 11 show both the Budget projections and latest forecasts for
general government expenditure and receipts and for the public sector debt

repayment (PSDR).

General government t::pt[‘ldihl!l

Ebillion

1988-59 3. 15854
Outturn Budget forecast

Public expendiure
total {old definition

Interest payments
Other adjustments

General government
expenditore

of which:

149.6 167.1

18.1 17.1
10.8 10.1

1786 1943 1963

___ Privatisation proceeds

71 50 4.2

56 General government expenditure in 1989-90 is forecast to be £2 billion
higher than in the FSBR. About a third of this change is due to lower
privatisation proceeds. Gross interest paymenis are forecast to be higher than
in the FSBR, partly as a result of higher interest rates and inflation.
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Nevertheless they are expected to be lower than in 1988-89, reflecting the high
level of debt repayment.

57 The forecast of general government receipts in 1989-90 is a little higher
than in the FSBR. Within the total certain tax receipts are much higher,
largely due to faster than expected growth of money GDP. Inland Revenue
receipts are expected to be £1 34 billion higher, due to higher income tax, up
£1 ¥ billion, and higher corporation tax, up £ V4 billion, while petroleum
revenue lax is £ 14 billion lower. Customs and Excise receipts are expected to
be about £ % billion higher than in the FRBR.

58 Largely offsetting these upward revisions to taxes is a downward revision
to the forecasts of naticnal insurance contributions (NICs) and other receipts.
The largest element of this change is an upward revision of £2 billion to the
forecast of national insurance rebates associated with the much greater than
expectad take-up of personal pensions. This is partly offset by an increase in
gross contributions arising from faster growth of wages and salaries.

Table 10 General government receipts
£ billion

1945-50
thaittum

Taxes on income, expendiire
and capital 144.3

Mational insurance and other 3.0
ronfributions ]

Interest and dividends 6.5

Other receipis including
accruals adjustments’

Total recelpts
af which:
Morth s=a revenues 3.2 29 2.6

f.2

! includes commundty charge
! figures bt beem affusted in reflect @ change fo dhe treadmend of persowal pemsions udrick the O30 Wl meke mben publishing 178900 motomal accunls

59 The PSDR in 1988-89 was £14 ¥ billion, slightly higher than estimated in
the 1989 FSBR. The PSDR in the first half of 1989-90 was a net repayment of
£l billion, a £3 billion smaller repayment than in the first half of last year.
Excluding privatisation proceeds the PSDR was £1 billion lower in the first
half of this year than in the same period last year.

60 Table 11 shows the Budget and latest forecasts for the PSDR in 1989-90 as
a whole. With the receipts relatively high in the second half of the year, the
forecast is for a PSDR this year of £12 14 billion, somewhat less than forecast
in the FSBR. This is a substantial net repayment, which is less than £2 billion
below the record achieved in 1988-89. Excluding privatisation proceeds, the
net repayment farecast for 1989-90 is a little higher than last year. The forecast
is still subject to a wide margin of error. The average error in PSDR forecasts
for the current financial year made in the autumn is 14 per cent of GDT,
equivalent to £3 ¥ billion at today’s level of GDF.
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Table11 Public sector debt repayment

£ billion

1958-59 _ 1959.00
Cutturn Budget forecast Latest forecast

General w;nm-:rrlr
i Pmdigf’m 1786

13

General government receipts 190.0 20654

General government dobt
repayment

Public corporations market

and Ll-w.'hi-rl'.m- deb repayment 25 1.7

PSDR £ 143 13.8 126
PSDR as per cent of GDP 3 23 2

PSDE excluding privatisation 1
Fm-ceed 8 a8 per cent of GDP

11.4 121

b2 13 14

61 The stock of net public sector debt Is provisionally estimated to have been
£158 billion at the end of 1988-89, equivalent to 32 per cent of GDT, compared
with over 50 per cent in 1979. There is likely to be a further large fall in net
public sector debt in 1989-90, in both nominal terms and relative to GDP.

Public sector borrowing requirement

Per cent of GDP

Ti=TH -0 H1-82 H1-84
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Risks and uncertainties

62 Economic forecasts are subject to large uncertainties, and should be
assessed in the context of the margins of error around each element of the
forecast. Table 13 sets out the average absolute errors over the last ten years
on forecasts macle at this time of year.

63 The forecast presented here uses published €50 estimates of GDT up to
198902, including the adjustments to expenditure components - consumers’
expenditure, fixed investment, stockbuilding and net exparts of services -
which were made to bring growth in the expenditure measure of GDP in 1988
broadly into line with that of the output measure. The adjusted data provide
a more coherent account of developments in 1988 and the first half of 1983
glving most weight to the outpul measure of GDP, which the C50 regards as
the best indicator of short-term GDP movements. But these adjustments are
judgemental and imply considerable uncertainty over the recent movements
of the individual components of expenditure and of GDF. Moreover, there
remain large balancing items in the sectoral accounts. Together these add to
the margin of error around forecasts.
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Table 12 Economic prospecis: summary

Percentage changes on year carlier unless otherwise stabed

Forecast AVETRZE EITOrs
1988 1989 1990 irom past forecasts'

e

GDP and domestic demand at
constant prices

Domestic demand 74 334
of which:
Consumers’ l."xpl.'l'ujilLLrE' 3y

General government i
consumption

Fixoed imvestment

Change in stockbuilding (as :
per cent of GDF) #

Exports of goods and services k]
imports of goods and services

Gross domestic product 414
(average measure)

Manufacturing outpuat

Balance of payments current
account (£ Ellfil:nl

Inflation
Retail price index (04 on O4)

GDP deflator al market prices
{finandial yeary

Money GDF at market prices
{financial year)"

£ billion

PSDR (financial year)
E hillion 14 14 12 3la
per cent of GEI'T-‘ 3 _2 L% ]

— e R mn

' e errord relate ter the uperage diflerences fn m.hrr:ﬁieull'Lhrmrrdflgwﬂ.i-l'irlﬁﬁ'ﬂMlﬂmn'fﬂhﬂfl]'-ﬂl"m”w“”"“ over Lhet Bdid BEW R FE,
anad appily io the forecazis for 1990, rxcepl for the PEDR wherd it applas [0 e fovecast for 1959-8

! The imtroduction of the commmenity cherge in Sotland has rafuced hoth the GOP deflator and maney GOP by sbout Vi per comt from 158580, Therr anll be
a larger peduction in T990-31 following the inirodusrion of te communily charge in England and Wales sshich i e allonwed for in this lobie.




Table14 Gross domestic product and its components’

£ billion at 1985 prices seasonally adjusted

Comsumers’

expenditure :Wm: ik 'ptiﬂ-'l!l' investment

Leneral

Total fxed

Exports of
goods and

SOTYIO0S

Chan
stoC

in Total fimal
expenditure

Less imporis
of goods and
SETVICES

Liss
adljuﬂh'mnt
o

actor cost  adjustment

Pluas
statistical

GDF at
factor cost GO index
{average 1985=100
measure)

FAVEI

738

[

102.6

0.6

4545

992

485

0.0

5.9 100.0

v

79,9

f1.5

1069

0.7

4736

105.8

320

02

A15.6 1032

2414

76.3

257.9

6.7

6649

1124

11

ya.gr

113.2

2676

766

79.7

1184

36

JUR.0

1139

552

1.9

394 10758

SX7.0

1278

6.9

18

341 1125

7T

T3

JBH

E14

1259

0.3

BEE1

139.6

59.0

1.8

351.0 114.8

1418

594

14

355.7 116.3

< a—

127.2

372

570

2595

616

130.7

38.3

38.4

1332

8.3

56.2

394

b %

667

283

0.8

1706 1115

8.7

1.0l

113.5

693

295

0.9

1143

144

s mrur

W2

4.2

o0.2

705

235

1152

1345

283

40.7

62.3

1364

38.3

40.8

6

63,5

—

1.2

295

L ==

09

1156

29.9

.9

117.0

L o

Percentage change on previous year

1968 6 12 13 14

W 34 5H

12 4

3 14 414

1989 3N -9 5y

4 14 4

1990 1% 14 2
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cutput amd incoee esfisuies of GOP. Percemitage chamges ard
ealpuleied from urrounded lroels, then Founded io the meareit
qusrfer per cend. Figures for peviods wp b and isciuding te
first half of 1989 ave congister with lafest published C500
naficnsl decoesls saltsates, adfested to ok astoum of man
recen EnfrTnalu,

b4 -1 2 114

¥ The growth of gemeral proerameni commummption s rrdused
By ahoud 1 per conl in 7989 and Wi~ W per comt in 1090 by

she tramsfer of potytecknics from the doral sudhoity sackor In
the prrzonal secior, and by ihe phasing owl of ihe Communiy
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4 Tax revenue ready reckoner

Indexation of allowances,
thresholds and bands for
1990-91

Direct revenue effects of
illustrative changes in
income tax and
corporation tax

4.01. The tables below show the effects of variows illustrative tax changes on
tax receipts in 199021 and 1991-92. p

4.02. The effects of tax changes on tax receipts depend on economic
variables, such as prices, earnings and consumers’ expenditure. The estimages
shown are consistent with the economic forecast given m Chaprer 2.

4.03. An luscracive rate of inflanon of 74 per cent has been used to show
the effects of indexation and revalorisation in 199091, This is in line with
the annual rate of increase in the RPI forecast for the fourth quarter of 1989,

4.04. The tables show estimates of the direct effects of tax changes on tax
receipis. In practice, tax changes will chemselves affect economic variables,
which in urn will have further effects on tax yvields and on the PSBR. The

estimated direct effects are not, therefore, the same as the effects on the PSBR

4.05. Tables 4.1 to 4.3 show tax allowances, thresholds, and bands tor 1990~
91 afier 74 per cent indexation. Estimates of the revenue effects of indexation
are shown in Table 4.4, For income tax, rounding of the indexed amounts
follows the rules laid down in the 1980 Finance Act, and for inhentance tax
and capital gains tax those laid down in the 1982 Finance Act.

4.06. Tahle 4.1 shows the stroctore of ncome tax allowances as ic weill be
after the introduction of independent taxation of husband and wite in 1990
Husbands and wives will each get the same personal allowance that a single
person will receive, and a wife's mcome (including her investment moome)
will be taxed separately from that of her husband. In additon, there will be
married couple’s allowance which will go o the husband i che firsc
instance, but any unused part of it will be eransferable to the wife, For 198%
Qi the ﬁﬂurl_":.. shown are those which would have applied under the new
structure if it had been introduced in 1989590 ar levels corresponding to the
actual allowances that year.

4.07. Tabic 4.5 shows cstimates of the direct revenue effeces of illustrative
changes in income tax and corporation tax from April 1990, The mcome tax
illowances are those to be mtroduced under i::dup::rull.'nr. taxation, and
changes in these and the basic rate limit are from an indexed base.

4.08. The effects of the Hlustrative changes can be waled up or down over a
reasonably wide range. However, the extra cost of increasing allowances
and, i particular, the basic rate limit tends to fall as the allowances or limit
rises. For this reason, effects are given for different percentage changes and
for reductions as well as increases in allowances,

4.09. The total cost of a group of income tax allowances changes can be
broadly assessed by adding together the revenue effects of each change.
However, if allowances are increased substantially and combined with a
reduoction i the basic or hagher rate, the effects of the rate reductions will be
reduced. In such cases, the cost or yield obtained by adding components
from the ready reckoner should be considered only as a general guide,
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Table 4.1

Table 4.2

Table 4.3

Table 4.4

Income tax

Allowances,

Perwnnal allowaros

Personal allowance {age 6574}

Personal allowance Lage 75 and awver)
Married couple’s allowance

Married couple’s allowance {age 65-74)
Married couple’s allowance {age 75 and over]
Additional personal and widow's
bereavement allowance

Aped income Limie

A,

| GO 1951051

2995
J 660
R0
170
2135
£185

2785
} 400
3540
| 550
| S5

205

1 550
11400

1714
{2200

Income tax rates

Fer ceni
23

40

Bands of raxable income

" R
198990

(=20 700
over N1

199091
(22 300

over 22 300

Inheritance tax

R.ate an deach

er cent

Ml
4ih

Bands of cha rr;_c-._'l-'_l value
L1000
[ GO

=115
over 118

19501
0-127
aver 127

Capital gains tax

Annual exempt amount,
Individuals
T rusts

s

] =t s )|

5400
3 70H)

ALL
2 S

Costs of indexation for 199091

Indexation of income tax allowances and
basic rae Lmit”
O which:

Increases in main allowances

nicrease i the basic rate limac
ndexation of mheritince w@x threshald
|||-|_‘|I_"x.'|.[]|:'||'| I.Ir.I..JIJ'-_[i]J.- EE.LTIE l.:;“;.l."ﬂ:l],"". Amounts

Dl v e 1 ’_m.--f'-il-ﬂllﬁl] ||‘.|'rrlu i .||['I.'_|I_~|.‘|'|'|:' fein
! Addinianal soar ster previnue chasge han feen indraduced.

||-l\: mialhon
194091

1 el

1 KD
i
M
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>

Table 4.5 Direct effects of illuscrative changes in income tax and
corporation tax’'

£ milkon
195 1—H 1991 —03
{-:n-:i.'g,rl:":rl l‘.':n:'-':l:.":,'1r| 2 |

Income Ex

Maptes

Change basic rage by 1p?
Change hugher rate by |p

AMawarces

Change perional allowance by 100

Change age-related perional allowances! by 100

Change married couple’s allowance by [ LU

Change aged income himit by £ 200

Change all main allowances by 1 per cent®

Chunge all maim allowances by 10 per cene®

ICTEasE (Cosk)

decreats [ ¥ =l

Baric rale limif

Change basic rate limit by 1 per cent®

Change basic rate fimit by 10 per cent:"
MCTERE (COEL) calll 9
decrease (vield)

Allowances and basic rate limit

Change all mamm allowances and basic race limit by 1 per cent®

Change all main allowances and basic rate limit by 10 per cont:®

ncrease (Cost]

decrease (vield)

Corporation tax’

Change tull rate by 1 percentage point A5
Change small eompanies’ rate by 1 percentage poine? 35

The erimared wevenue effecn of chamges an che sasic rate &/ imcome oy * Alowerwer jor those aged 65— T4 and.aged 7F v over.
aad i eie avain aflowanees of 10 per ceir are roinded ta fie nrares ¥ Finmees inchide revemie effecrs af chmging addiriomal pevsomal
£ 25w wiher ciiecriover f 50w ane reasieen do e meanest o, g effern affowance and wadow's herzavemient aliourange by 4 106,
of terr than ¢ 50w are rounded o che mearest f fm # ke Sgeres for " Prrtentage changes & anirmilated winh referece fe JHE0-W [reels
incom e changes inclide conseguenttial effects on the pictd of szl ! Aasmsment i orperaitan tax nommaily relaes m the precediep prar
e aa. Chamger are assamed o tike effesd from Apnil 990, Thess estimaier are, chergfare, the changes i reverme that sl pcsur
* Inchuding the efferts of the change sn receipis ol odvanie corporarisn the champed narer were appited 1o incomes frimm [ April | 3EE
raw med oW eyt [iabidiy in mmnateeam corporation G * Thewe fopwrer ignore effects artitmg frome the impatation ipaives
1 The bl PEEE EPEHI rf_'l'n'r ':|| rhnn_.:mlg all the imcame dax & lowemcer
I‘i" e semne e porhiai & bedadly tlie jame siider |.'J...J.‘_|I-r||.].|'m' [ E T
PF aner iar FECIOAL FCgime, Lua |'l|'|d||5-|' |:I"II'|| ll.'_li.lllu |l_|"|!I'Ir sdraesls g gf
alfowesered the efieces of thasgping imfirideal affowances are seed dhirectly
émpdrable @i previons Apures.




4 Tax revenue ready reckoner

-

v,

Indirect Taxes

4.10. Table 4.6 shows eseimatcs il r|||,~ |_'F'|:e'|, ] nrl'n: ha FiEes 1 excse duties

from April 1990, The frse part shows the toral extra revenue (including
VAT) if the individual duries were to be tnercased by 74 per cent, together
with the price increase that wounld result (afrer allowing for consequential
VAT). The second part shows the revenue vield from changing current
levels of duty so that {after VAT) the price of a cypical item is changed by
the amount shown.

4.11. Table 4.7 shows the revenne effects of a 1| percentage point change in

the rate of VAT,

4.12. Within Limues the illustrative changes tor speatfic duties can be scaled
up or down to give a reasonable guide to the revenue effects. However, with
large changes the margins of uncertainty surrounding the effects on sales and
hence on revenue become progressively larger, and scaled estimates will be

[eas reliable.

Table 4.6 Revenue effects of indirect tax changes’

F}"ﬁ': Revalorisation®
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of duty on
typical toema
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Wie (70 ¢l bocihe of
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"?.rllnr: [hearehel
Cigarettes [21) tlnguru]“
Ferrol {zrllon)’

Lierv (galloa)

WEDN {cars and light vans)

T1-Tp
£4T3
% Tp
Rl Hp
TH-hp

FRAEIEL
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expendineer @ facior coir deer nnt chanige.
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wwinge dines fed sbuen dhere ) il :rl'r'\l.].ri'\;pl .{..f Tty d [ N5
and 7 51 S in PER1-0F amd rhe (mparr an e BPT asld be fa eaiae it
ey 5 P CEMI,
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3 National Insurance Contributions

3.01 The Secretary of State for Social Security has conducted his annual
review of national insurance contributions, as required by che provisions of
the Social Security Act 1975, Full details were set out in a stacement by the
Secretary of Stace on fj',; MNovember 1989, The main proposals are as
toliows:

—the Class 1 msurance rates for employees and employers should remain
mrhangfl:l: for 199091,

—he lower earnings limit should be increased from April 1990 from the
present level of £43 a week to £46 2 week in line with the single
persan i rate of retirement pension.

—the upper earnings J1mu: should be increased from {325 3 week to
,{:ﬂ-:nﬂ a week.

—the earnings Imms for the employers’ reduced rate brackets should also
be increased from £73, £115 and £165 a week to LB0, £135 and
£175 2 week

This would give the tollowing structure of national insurance contributions:

Weekly samings Emplovees Emplovers
amount paid on percentage

earnings up to MIC cate on
;350 per week all earnings

Below {46 1]

L£46 1w LA0 2% af L 46
L£80w [125 plus

L1325 L175 9% of earnings
175 o L350 between L46
Above £350 and 350

3.02 The necessary orderf will be laid shorty with a report by the
Gevernment Actuary on the likely effect of the changes on the Natonal
Insurance Fund. In accordance with normal practice, the Government
Actuary has been provided with working assumprions for use in preparing
his report. These assumptions, which are not forecasts or predictions, will be
summarised in his report and include the following:

—the number of unemployed (GB) averages 1"&'.‘ million in 1989-90 and
175 million in 1990-91
rige by

meresse-in AVEFAgE EATTINGS | mmim—dodmr-fmm about 94
vy iy e s 1988-89 and 1989058 shout 84 per
1989-90 ane+296=9 . Figures for
sertlements are of course lower than these carnings figures in both years
» -




' 3 National Insurance Contributions

The report will also allow for an uprating of benefits in April 1990 on the basis of
the 7-6 per cent increase m the RPI over the year ending in September 1989, as
announced by the Secretary of Stte on 25th October 1989,

3.03 The estamated effects of the proposed changes are shown m Table 3.1

Table 3.1 Estimated total payments by employers and employees of national
insurance contributions, 1989-90 and 1990-91'
£ million
E{:r_:Eiuyrn Employees Total

Matonal insarance contributions:

198950 (16220 [12880) [29100]
1990-91 [17 980 (127 [30°750]
Toral change [1 760 [ = I10] [1 650]
of which;

Change in contributions from
increased earmings, e [2010] [—230] [1 7807

Change mn contmbubions from
incr=ase N earnings limits [ — 250 [120] [ = E30]

I_Fj:p'r"' are Fosinded 1o the megrenr 10 million and refer re Corar Aritarm. Detmied Sperer jor nationa,
ingurdmer sanerthation will b ineleded ia che Covernsment Aowary's repors on che dragf of the Secial Serurirp

F S anirbu e, F-'!.r--dﬂuq.ljﬁu-."'_?]' Cheder 1959, A3 im previous pears, fipurer in phis rable are o8 @ rerdps baps
exchadiey rrlr'-rmrnh-ruld asd poluntary conmribuionr. Figures rachude NHE Allecanion conirrionr, E-nplﬂr-m'
conrifubions are aet of dedichand o peipeer of sTairory nck pay and siahsery materiy pey.

¥ lmcluding pepuianicn eed smplo pmenl canges,
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% change at constant pricesg
Domastic demand
Fixad invastmont
GDP (excluding oil)

GDP 1k

Current account deficit fbillion 15
RPI 04 on 04 7% i ¢ e

198B8-89% 1985-9%0 1S5%0-51 1991-92 1992-93
Honey GDP
% increase [6%] [6]

£ billion [587] [621]

PSDR
£ billion

GGE £ billion
(ex privatisation
proceeds )

£ billion increase
on previous plans

¥ of GDP

Figures in sgquare brackets are working assumptions
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CHANCELLOR 'S AUTUMN STATEMENT: 15 NOVEMBER 13893

With permigsion, Mr Speaker, I should like to make a

statemant.

2. Cabinet agreed the Government's expenditure plans
this morning. I am now able to inform the House of the
public expenditure outturn for this year; the plans for
the next three years; proposals for national insurance
contributions in 1990-91: and the forecast of economic

prospacts for 1920 required by the 1375 Industry Act.

i The main public expenditure figures, together with
the full text of the economic forecast, will Dbe
available from the Vote Dffice as soon as I sit down.
The printed Autumn Statement will be published next

wWednesday .

PUOHLIC EXPENDITURE

4. Mr Speaker, tight control of public expenditure
remainsg a central element of the Government's economic
strategy. Over the past seven years this has led to a
sharp fall in the ratio of public spending, excluding
privatisation proceeds, to national income. This fall

has made it possible to dramatically improve the




Government's finances while still making substantial

reductions in tax rates.

S The ratio of public spending to GDP was nearly

47 per cent in 1982-83. In the current vyear, it is

likely to be 393f4 per cent, gignificantly below the

level expected at the time of the last Auntumn Statement.

6. For the next two years the plans I am announcing
today show ratios of 39 and 3133,."li per cent. These are
unchanged from the ratios published in last year's
Autumn Statement, and permit a cash increase in general
government expenditure in 1990-3%1 of around £5% billion.
By 1992-93 the ratio is expected to fall further to its

lowest level since the mid-=-1960s.

7. For the current year, the outturn of expenditure is
expected to be about EL168 billion, £1 billion higher
than the original planning total. Thie partly reflects
a lower estimate of privatisation proceeds, but its
principal cause is massive overspending by local
authorities on both current and capital account. As the
House knows, new arrangements for the finance and
control of local authority expenditure in England and
Wales are being introduced on 1 April 1990. This year's

ocutturn shows how necessary these new measures are.




Central government espending remains firmly under

control.

B. The plans for the next three years have been set on
the new definition of the planning total which the
Government announced in July last year and which waa

walcomed by the TCSC. This includes central government

support for local authorities, but gxcludes their self-

financed expenditure. The composition of general

government expanditure is unchanged.

9. For 1990-%1, the new planning total has been set at
£179 billion and, in the following two years, at
£192 billion and £203 billion respectively. Within this
the estimates of privatisation proceeds are unchanged,
at E£5 billion a vyear. There are also substantial
Reserves, rising from E3d billion in 1990-91 to

€6 billion and £9 billion in the following two years.

10. The new plans also show continued real growth in

spending on the Government's priorities.

11. Thus, batween this year and next, spending on the
NHS in the UK will rise by E2,400 million. Taking
account of income generation and cost savings, this is

aquivalent to a £2,600 million increase in resources, or




Elfz per cent in real terms. These plans will finance

the improvements in the management of the service that
are outlined in the NHS Review. They provide more than
£200 million extra for hospital building and other
capital expenditure next year. And they will finance a
continuing growth in services for patiente. They are
the clearest posseible evidence of the Government's

practical commitment to improving the care available in

the NHS.

12. There will be substantial increasas also for
investment in transport. Spending on national roads is
planned to double between 1988-8% and 1992-93, Extra
financing of E400 million to €500 million a year is
being made available for the railways and London
Regional Transport, including upgrading the services on
Network South-East and the London Underground, to
relieve congestion and improve safety, and for rail
services for the Channel Tunnel. In total we have added
£1.8 billion to the planned spending on transport in the

next two years.

13. The plans provide an extra £250 million owver the
next two years for a new initiative to tackle
homelessness, to be announced today by my Rt Hon Friend

the Secretary of State for the Environment. And central




government support for the provision of new homes by
housing agsociations will more than double from

£800 million in 1989-90 to E1,700 million in 1992-03,

14. My RHF the Secretary of State for Social Security

has already announced real increases in benefits which

will help llfz million families and lfz million

long-term sick and disabled people.

15. There will be an increase of over £500 million in
the total resources available for higher education in
1990-91 compared with this year. This will provide for
the continuing growth in the number of students, which
has risen by 30 per cent since 1979, and is now at a
record level; and cover the cost of the Government's
proposals on top-up loana. There is provision for more
environmental research, including the new climate change
centre and the doubling of our contribution to the

UN Environmental Programme.

16. About Elll.-’2 billion has bLeen added to planned
capital spending by central government and public
corporations din 1990-91. This represents a real

increase of arcund 10 per cent compared with 1%85-30.




17. The new plans include the money central government
provides to support Jlocal authority spending. The
Government ‘s proposals for Aggregate External Finance in
1990-91 were announced to the House in July. Measures
have also been announced which will ease the tramsition
from rates to community charge. The cost to the
taxpayer of these measures will be nearly £700 million
in 1990-91, with further substantial sums in each of the

following two years.

18. Capital grants and credit approvals will provide
central government support for local authority capital

expenditure under the new arrangements. The new plans

provide support for a sustained programme of school and

college building and modernisation, for local
authorities to contribute to the homelessness package,
for transport projects, as well as capital spending on
othar local services, Iincluding local roads and

environmental improvement.,

19. As in the past, these improvements have been
possible only through a rigorous salection of
priorities; gubstantial gains in value for money; and
a very welcome reduction in the burden of debt interast.
They have been found within an affordable level of total

public spending. Overall public spending excluding




privatisation proceeds is expected to grow on average by

13.,-"‘1 per cent a year in real terms throughout the period

between 1988-89 and 1332-51. This was the rate of
growth projected in last year's Autumn Statement and we
have stuck to it. Over the 1970'e; a decade of high
borrowing and high inflation, as well as high public

spending , it grew by 3 per cent a year.

20. Mr Speaker, the Government‘'s new plans demonstrate
ite continuing commitment to two wital principles.
First, to maintain firm control over total spending.
And second, to Increase efficiency, in order to provide

more resources where they are most needed.

21. I should like to congratulate my Rt Hon Friend the
Chief Secretary for his skilful and successful conduct

of the public spending round.

22, I turn next to national insurance contributions.
As tha Houge knows, we have now implemented the reform
of employee contributions announced by my Rt Hon Friend
the member for Blaby in the Budget. From last month, two
of the three step increases in contributicon rates have

been abolished. This means that employees who get pay




increases taking them Jjust above these steps can no

longer lose more in higher contributions than they gain

in extra pay. And the initial step at earnings of E43 a
week, where people first enter the contribution system,
hae been more than halved. These measures have reduced
contributions by up to £31 a week for nearly 19 million
employees and are of particular help to many employees
on modest incomes; they have also removed some important

dizincentives.

23. The usual autumn review of contributions has been
conducted in the light of advice from the Government
Actuary on the prospective income and expenditure of the
national insurance fund, and taking account of the
gstatement on benefits made in October by my Right Hon.

Friend the Secretary of State for Social Security.

24. Next year, the initial class 1 contribution rate
payable on earnings up to the lower earnings limit will
remain at only 2 per cent. This means that a payment of
only 92p per week will buy entitlement to the basic
pension and other contributory bemefits for those who
earn just enough to pay contributions. On additional
earnings, up to the upper earnings limit, the rate will
remain unchanged at 9 per cent. For employers, the main

rate will also be unchanged at 10.45 per cent.




25. The lower earnings limit will be increased to E46 a
week, in line with the single person's pension, and the
upper sarnings limit will be raised to £350 a week. For
amployers, the upper limitse for the three reduced rate

bands will be increased broadly in line with prices.

ECONOMIC PROSPECT

26. I am also publishing today the economic forecast

required by the 1975 Industry Act.

27. 1t 1is clear beyond any doubt that the economy has
greatly strengthened over the last decade. We have
experienced eight years of strong and sustainead growth

with inflation at moderate levels. This has brought an

increase in employment of about 23f4 million since

March 1983 and a sustained rise in living standards.

28, However it is also clear that in the last
two years, 1987 and 1988, demand, and with it output,
rose at a rate which exceeded expectations and could not
ba gustained. That became apparent in increased
inflationary pressures and the growth of the current

account deficit.




29. These pressures had to be reduced and monetarcy
policy was tightened accordingly. The effects of this

tightening are already apparent in recent retail sales

figures,; and the turnaround in the housing market.

30. The Government's fiscal position is also very

strong. I now expect this year's fiscal surplus to be

about Elzl,-"2 billion, equivalent to Elfz per cent of

GOP. That represents a very tight fiscal stance by any

atandards.

31. Both tax yield and expenditure are higher than
forecast at Budget time. But lower proceeds from
privatisation and the high take up of personal pensions
mean that thea Public Sector Debt HRepayment will be

slightly below the Budget projections.

32. Looking at the wider ecocnomy, as always; &a great
deal depends on the actions of individonals and
companies. So there is bound to be uncertainty about
the speed with which the economy will adjust to the
present tight stance of policy. OCur forecast is that
growth in domestic demand will be a little over Elji per
cent in the current year, a sharp, but inevitable,

slowdown from over 7 per cent recorded in 1988.




33. Non-oil GDP ls expected to grow by 3 per cent this
year. GDP growth as a whole for the current year looks
like turning out at 2 per cent, a little below the
forecast published at Budget time. This results from
lower than expected North Sea oil production, which is
taking longer than expected to recover from the serious

accidents of the last two years.

34. Business investment is likely to increase by
91f4 per cent this year, giving a total of over 40 per
cent in the three years to 1989. This is the largest

ever rise in business investment over a three year

period and 1s Elfz times as fast as the growth of

personal consumption over the same period. This has
inevitably contributed to strong import growth and a
higher current account deficit in the short run.
Notwithstanding this unwelcome effect, the resulting
increase in productive capacity will help to sustain the
growth of output and in due course bring the deficit

down .

35. Looking ahead to 1990, our tight £fiscal and
monetary policy will have an increasing impact both on
housahold spending and on company spending, which

typically reacts later than the personal sector.




Investment should continue to grow, but 1t will do so

more slowly.

36. The slowdown in the economy means that GDP is

forecast to increase by only 11f4 per caent in 1980.

Thie will bring the average growth in the four years to

19590 to 3 per cent a year.

37. As domestic demand =slows, import growth should
moderate. At the same time, the strong rise in exports,;
which has been one of the most welcoma developments in
1989 is forecast to continue. Non=-0il visilble exports
are expected to rise by over 11 per cent this year, the
highest rate since 1973, and we expect a further
substantial increase next year. As a result, we now
forecast that the current account deficit will fall from
some £20 billion in the current year to about

£15 billion in 1990.

i@. We will alsc see a further reduction in inflation.
The headline measura of retail price inflation has
already peaked at over 8 per cent in May and June this
year, and has since come down a little. Following the
recent rise in mortgage rates, it will remain high for

gome montha. But our foracast is for it to fall to







53j4 par cent by the fourth oquarter of 1990. And I

expect to see it fall still further after that.

39. Mr Speaker, our main priority must be to bring
inflation decisively down, and keep it down. To achieve
this, the aconomy must slow down for a while. This does
mean that 1990 may not be an easy year. But the economy
enters the 1990s in incomparably better shape than it
entered the 1980s. The supply side reforms of the last
decade have left business and industry better able to
handle both the short-term difficulties before us and
the longer-term opportunities to come. I have no doubt
that we must stick to the policies that have turned the
British economy around. And that we are determined to

do.
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331 pm

The Chancellor of the Exclequer (Mr. John Major):
With PErmEssion M. Spanker, | should ke to moke &
slaleEmenl.

Cubinet sgreed the Governmeni's expenditure plans
this morming. | em now able (o inform the House of the
public expenditure outturn For this year; the plans for the
nexi thres years; proposals for natonsl ASOFAICE
contrbuations in 19%0-%1; and the lorecsst of sconomic
prospecls Tor 1990 required by the lodustry Act 19735

e main public expenditiune fgures, [ogether with the
full text of the sconomic ferecast, will be available from
the Yole Ofice ax soon ax 1 @ dowi, The |'|ri||1.-a|.1 Al uin
Statement will be published nexi Wednesday.

Tight control of public axpenditure remain: & central
elemant of the Government's economic strategy. | the
past seven vears this has led 1o a sharp fall in the ratio ol
public spending, excluding privatization proceeds. 10
national inecme, This fisll has made i podsible 1o oiprove
dranmtically the Government's finances while still meking
subatantial reductions in tnx rades. The ratie of pobli
spending o gross domestic product was nearly 47 per cent.
in 19%2-83 In the curreni fear, it is Hkely 1o be 383 per
cent,, mpmificantly below the level expected at the time of
e last Avtumn Staement. For the next (wo yesrs the
plans 1 mm anmouncing today show ratios of 39 and 38§ per
cent. Those are unchaaged from the mtics publshed in
last venr's Astumn Statement, and permit a cach increase
in paneral Governmend expenditure m 1990-%1 of around
L5} hillion. By 1992-93 the rotio is gxpecied to fall further
1o its fowest level gince the mid- F900s

For the currest year, the outturn of exponditure is
expected o be about £168 billion—£1 billion higher than
the onginal planning total. This partly refiects a lower Tevel
of privatisation proceeds, but 115 princpil cause B massive
overspensing by local authorities on, both current and
capitul account. As the House kncws, new orrEngements
for the finance snd control of bocal authenty expendilure
in Englardd and Wales are being miroduced on 1 Aprnil
195, This veidr's outturn shows how necessary those new
measures are. Ceofral Government spending  remams
firmly umder control,

The plans for the next three years have boon set on the
new dhefinition of the plinning toizl which the Governonent
announced] in Jul:,' lazll year aml which was weleomed h'_'.'
the Tn:.axur:,- iand Civil Service Seleet Comemiites, This
includes central Government support lor lecal authonies,
but exchudes their sell-fnanced expenditure: The compos-
tgon of generzl Government  expenditure  remging
unchanged

For 1900-9] , the new planning total has been set at E179
billon and, tn the l'|,|||f‘".\.'|:|:; Two Yedrs, at £192 billion and
LMIE halleon rrtpm:livq!]r. Whthin that, the estimates of
privatisution procesds are unchanged, i E5 billion a vear.
There ire also substantial reserves, rising Trom £3 hillion in
[SEEST bo £6 billion aod £9 billion in the following two
years,

The new plans also show contineed real groeah in
spending on the Government's priorities, Thus, between
this' year and pext, spending on (he Motionsl Henlth
Service in the United Kingdom will nse by £2,400 malhion,
Taking account of income generstion and oosf savings,
that & equivalent to a £2,600 milion increass in resoorces,
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or 514 per cent. in real ferms. These pbins will Anance the
improvemnents in the mansgement of the service outlined
in the Notomal Hexlth Serviee review. They provide miorne
than £510 million extro for hospital budlding and othes
capital expenditure next year; wsnd they will finance
coatinuwing growth in services for patients. They are the
clearest possible evidemcs of the Government’s practical
comimibinent 1o improving the care avinloble 1n the
Mational Health Service.

There will be substantial increases alse for mvestmeni
in transport Spending on national roads is plansted 1o
double between 1983-89 and 1992-91. Extra financiog of
£400 million (o £500 million n yewr s bEng made availabie
for the railways aod London Reponal  Transport,
including upgrading the services om MNetwork SouthEast
and the London Underground, o relieve congeition and
improve safety, and for ral servicss for the Channel
tunnzl. In total we have zdded £F-8 billion b the planned
spending on transport in the next twin years,

The plans provide an extra £250 million over the nexi
two vears for A new inifntive to teckle homelessnizss, tohe
annoonced today by my right hon, Friend the Secretury of
State for the Enviconment, Cenical Chovermment suppon
for the provision of new homes by housing associztions
will more than double from £800 millian in (98090 w
EL 700 million in 1592-23

My right kon. Fricnd the Secretary of State for Social
Security has alresdy announced real increases in benefirs
which will help 1% million [amilkes and Y2 million
long-tarm sick and disabled people

There will be a further neremse of aver S350 million in
the tovial rescurces available for higher education in
19991 compirred with this year. It will provide For the
continuing grewih in the aumber of stodents, which has
risen by 30 percent, since 1979, and is now at n record level
angl it will cover the cost of the Government's proposals on
top-up benns. There is provision for more environmentil
research, incheling the new chimaic change cenlre wod the
doubling of - our. contribution t2 the Upited Mutions
cnvironmental programme,

About £1 billion has been added o, planned capimnl
sperding by central Government andd public corporations
in 1990-91. That represenis a real increase of dround 10 per
eenl compared with 98250

M. Erle 5. Heffer { Liverpoal, Wilton): On g point of
order, Mr, Speaker, | have been o Member for a leog time,
but | wish to know whether 1 am allowed to-ask the
Chancellor of the Exchequer a question. He i making o
long statement, Am | allowsd to nsk o question and, il not,
when can I ask him o gqueshon?

Mr. Speaker; Order. Sarely, the hon, Member does nad
need bo pose that goeestion, 10 1'eall him loter, he can ask
the Chancellor a i||.||'_wli-::l|:| thit.

Mr. Major: The new plans include the monesy oentral
Crovernment provide to support losal authority spending,
The Government's proposals for aggrepaie external
finance in 19991 were anrounced to the House i July
Messures have also besn annevmced which wall eass the
transition from rates tocommunity charge. The cost 1o the
tanpayer of thess messores will be nearly £700 miklion in
1990-91, with further substantal sams in each of the
following iwo years,
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Mr. Hayward: Does my right hon. and learsed Friend
find it amaxing that Opposition Members stand up and
pleswd om behall of fictories in their constituencics, when
the Labour party has voted for o reduction in defence
expenditure of 25 much as one third which would put at
risk 7000 jobs in Scotland nloneT

Mr. Rilkind: Those who work in defience industries in
Seothand, or inthe United Kmpdom as o whole, bave mever
been in any doubt about the disasirous imphcsbons. for
thair employmeat of the Lobour parly coming to office
with its ald palicies. it new policies or any Dutere shred of
policy i1 may care to put before them

Local Governmeni Finance

12, Mr. Douglas: To agk the Secretary of Stale Lor
Loolliond 1 he will make a statement on the Conseq uences
for local muthority manpower and expenditure of the
recently pnoounced changes in poll fax payments and
exemplions

Lord James Duopgles-Hamilton: The manpower and
expenditung  consequences of all bul one of the
wnendments o the communtty change legislation incloded
in the Local Government and Housing Bill are expected 1o
be minor. The one exceplion is (e fransitional relief
acheme, The Government have already umberiaken ©
reimburse rensonable pdminisdrotnee costs incurred by
local suthorites

Mr. Donglas: Dhoes the Minister have the figured which
winld show the mussive increase in (5 coat of collecting
the poll tax, compared with the rating sysiem, and the
massive nerease i personnel involved? Will he take tme
1o read yesterday's excellent editorial in The Seolsmor,
which said that po matier what the Government Ley 1o do
with the mx, it is becoming o shambles wnd pught (o be
completely removed from the statute book?

Lord James Douglas-Humdleoan: O course the collcnon
of the commmunity charge will be mone exponsve because it
applics 1o more people. Before the hon. Member criticses
that form of taxation be should remember what his own
environment spokesman hsd foocay. Fe gaad:

“The bwe fui ided hid o great deal of merit o when i wos

upproved by the Hoeme Policy Commistee | togk o lead in
eapressing consarn akom the difficulty of seiling two wxes™,

The hoo. Member shoobd also make representations Lo his
own Fronl Bench.

Sir Micholas Fairbmirn: Does my hone Foand think that
if the hon. Member for Dunfermbing, West (Mr. Doughas)
is warripd abowt an incresse moexpenditure on the
collection of (he tax falling on those who have to pay it. be
shoukd obey the faw and pay his own?

Lard Jomes Doaglas-Hamilton: Yes, | would say o my
hon. snd learned Friend that those wha refise to pay
community charpe when they are well dble 1w do 306 are
sponging of the rest of the commumty

Mle, Maxton: Ts e Minister yet ahbe to tell us whar the
recaleulated allocation to Ginsgow distnet council will be?
Does it not illustrate the obscunty of the pall tax system
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that on | Apnl there will be & massive increase i the pofl
tax for my deprived condlatuency in Castlemilk, white the
wenlthy citizens of Eastwood, Bearsden and Milngave
meay have-a oat in their pell tax? 1s it not guite abswrd, n
the veur when Glasgow i the city of culture, représEnling
the United Eingdom throughout the world, that the
Sevretary of Stite s culting the smount of money which be
will give i

Lord James Douglas-Humilton: | am glad 1o sav that
thisis baing soried ool s @ muticr of urgency. The revised
distribution proposals will be isseed 1o COSLA and 1o
Local authorities within the next few days. | must make it
clear that the figures issusd in the statement earlier this
week were provisional ond thut the grant 18 not payable
untll met Apnl. Therefore, things will be somed o
gueickly.

ALY

11, Sir Russell Johmston: To ask the Seoretary of Stata
for Scotlund whist improvements he proposes for the A%
betwesn Perth and [nversess

Lord James Donglas-Hamilton: The A% has been fully
recamstpucted between Perth and Toverness 10 the great
henedlt of the sconomy of Inverness and the surrounding
areas. | hope o make g stafement on an agreed package af
furiker improvements in the near Milun

Sir Russcll Johnston: [s the Minister aware that the
recent spate of aocidents on the A% has caused a great denl

of concem? Part of the cnuse ol those accidents must be the
road's design—alternnte dual and single carrageway, long
gdow curves whers overluking is difficall and many
erossing points, | lsok forward to heaning the siatoment
that the Minister has proonised us,

Lard James Douglns-Humdlton: We have consulied the
o, Gentleman's chiel constahle and b regonal council
and we shall introduce & pockige of wccident remedial
measures that could mvolve signposting. markings on the
ropd and improving its surface in varions parts. In the past
few weeks | hove travelled up and down the A9 to his
cosstituency and, overall, i1 is an exiremely good foacd.
Centain parts of it, however, need wrgent atlention and
that will be put in hand.

130 pm

Mr. Speaker: | have o short statement 1o make about
the cperation of the 4 o'cleck shuffe, which determanes the
order of oral questions doe for answer 1we weeks ahend.

With effect from the start of next Session the shuffie will
be done by compuier, instend of manually os at presenl,
[Ho, Muosasers: “Hear, hear.”] Order. 1 have imspected
the new systern ond | am fafly sstisfied that it i more
efficient than the presenl srrangements, nod, more
importantly, equally fair.

If any hon. Member wishes o g2 the new system in
operation, the Table Oifice will be glad to armnge this,




PFRIME MINISTER
CABINET: PUBLIC EXPENDITURE

You briefly discussed the handling of the Cablnet discussion on
public expenditure with the Chancellor this afterncon.

The Chief Secretary's Cabinet paper is at Flag A. And a Cabinet
office handling brief is at Flag B. The latter covers all the
main points, including the proposed form of words that Bernard
should use following the meeting.

The cne point not covered is the order in which Cabinet members
might speak. You will want to adopt your usual approach of
interleaving speakers. You may find it helpful to have to hand
the lists belew: I've put likely strong supporters in the left
hand column. You will want to start and end with some speakers
from this list; and to bring in those from the other two lists in
the middle of the discussion.

Trade and Industry Health JSE]EE

Defance Scotland vChancellor of the Duchy
“Education Foreign Secretary
./ Transport Social Security

Horthern Ireland Envircnment

Lord Chancellor .~ Lord Privy Seal

Agriculture Lord President
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Energy
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