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PUBLIC EXPENDITURE SURVEY 1983 


Memorandum by the Lord President of the Council 


The Cabinet agreed on 21 J u l y t h a t the o b j e c t i v e f o r the 1983 Public 

Expenditure Survey should be to ho l d to the published t o t a l s f o r 1984-85 

and 1985-86; « j ^ ^ ^ a t t o t a  l spending should be held at the same r e a l 

l e v e l i  n 1986-8^^^ke f i g u r e s were to include adequate planning reserves. 

The Chief Secretary, Treasury was i n v i t e d t o h o l d b i l a t e r a  l discussions 

a c c o r d i n g l y w i t h spending M i n i s t e r s (CC(83) 24th Conclusions, Minute 5 ) . 


The Chief Secreck^,^Treasury' s minute of L8 October to the Prime 

M i n i s t e r r e p o r t e d p r o g r a ^ ^ ^ n those b i l a t e r a  l discussions. Compared 

w i t h the p o s i t i o n i  n J u l y , bids f o r a d d i t i o n a l expenditure had been 

s u b s t a n t i a l l y reduced. But s i g n i f i c a n t b i d s were s t i l  l o u t s t a n d i n g . 

I n order to achieve the Cabinet's o b j e c t i v e they would have t o be 

o f f s e t or withdrawn, and a d d i t i o n a l savings found. The gap to be 

bridged was some £1.1 b i l l i o n i u t f l ^  4 - 8 5  , £1.7 b i l l i o  n i n 1985-86, and 

£2.5 b i l l i o n i  n 1986-87; the f i g u r e f o r 1984-85 assumed a reserve of 

£3.0 b i l l i o n , t h a t f o r 1985-86 a reserve of £3.5 b i l l i o n , and t h a t f o  r 

1986-87 a reserve of £5.0 b i l l i o n . ^ ^ k ^ ^ e were outstanding issues on 

defence, a g r i c u l t u r e , f o r e i g n af f a i r s ^ ^ e m i c a t i o n , a r t s and l i b r a r i e s  , 

and the n a t i o n a l i s e d energy i n d u s t r i e  ̂ ^ f t  i agreement had not been 

reached on l o c a l a u t h o r i t y c u r r e n t expenditure i n 1985-86 and 1986-87. 


3. I n accordance w i t h the Cabinet's c o n S f B L p s on 20 October 

(CC(83) 30th Conclusions, Minute 4) the P r M ^ M ^ a i s t e r e s t a b l i s h e d the 

M i n i s t e r i a l Group on Publ i c Expenditure (MlSC^^^under my chairmanship 

to t r  y t o resolve outstanding issues. 


AGREED PROGRAMMES 


4. A f t e r MISC 99 was set up, the Chief Secretary, Tre^fciry reached 
agreement b i l a t e r a l l  y w i t h the M i n i s t e r s concerned on overseas a i d and 
f o r e i g n a f f a i r s  ; a r t s and l i b r a r i e s  ; and l o c a l a u t h o r ^ ^ t f L r e n t 
expenditure i n 1985-86 and 1986-87. The Group reached agreement w i t h 
the Secretary of State f o r Energy on the n a t i o n a l i s e d eneW^W%Jus t r i e s  ; 
and w i t h the M i n i s t e r of A g r i c u l t u r e , F i s h e r i e s and Food orMjJie^A 
a g r i c u l t u r e and f i s h e r i e s programme. The basis on which agreement was
reached i s summarised i n Annex A. JKl^. 
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DEFENCE 


^ ^ ^  ̂ 5. I n the case of the defence programme the Group reached agreement 

^^^L w i t h the Secretary of State f o r Defence on f i g u r e s f o r 1984-85 and 


^ ^ ^ 1 9 8 5 - 8 6 ; the Secretary of State f o r Defence and the Chief Secretary, 

^ ^ d r  l r e a s u r  y subsequently reached agreement on the f i g u r e f o r 1986-87. 


The Cabinet w i l  l wish t o give p a r t i c u l a r a t t e n t i o n t o the agreements 

^ ^ I n ^  h have been reached on t h i s programme. 


The main f i g u r e s (the f i g u r e s , u n l i k e those i  n Annex D, are a f t e r 

the a l l o c a t i o n of pay clawback) are as f o l l o w s : 


a. f o r 1984-85 £17,010 m i l l i o n  , compared w i t h a survey 

b a s e l i  j ^  f i g u r  e of £17,178 m i l l i o  n (agreed p r o v i s i o n of 

£684ApHmion i  n respect of the Falklands included i n both 

f i g u  U ^  k 


b. f o  ̂ Q f l k  8  6 £18,040 m i l l i o  n compared w i t h a survey 

b a s e l i n e ^  g u  ̂ of £18,214 m i l l i o  n (agreed p r o v i s i o n of 

£552 m i l l i w ^ ^ L r e s p e c t of the Falklands included i n both 

f i g u r e s ) ; 


c. f o r 1986-8^P^^650 m i l l i o n  , i n c l u d i n g £450 m i l l i o  n 
i n respect of the Falklands, compared w i t h a survey 
b a s e l i n e f i g u r e or^^8,192 m i l l i o n  , i  n which no p r o v i s i o n 
f o r the Falklands had been inc l u d e d . 

F u r t h e r d e t a i l s are set out i  n Annex B. 


7. I n a r r i v i n g at the figuresAfMr^l984-85 and 1985-86, i  t has been 
necessary t o take account of the Government's commitment " t o p l a n t o 
implement i  n f u l  l the North A t l a n ^ B k ^ e a t y Organisation t a r g e t of 3 per 
cent r e a l growth i  n defence spend i n  % ^ B  ̂ year u n t i  l 1985-86". The 
f i g u r e s f o  r these two years are t h e r ^ ^ r ^ a c c o m p a n i e d by a form of words, 
set out i  n Annex B, which has been agreed between the Secretary of State 
f o r Defence and the Chief Secretary, T r  ̂  a  j J  ̂ For 1986-87, t o which 
the 3 per cent commitment does not apply, the f i g u r e of £18,650 m i l l i o  n 
i s a cash p r o v i s i o n . ^ K ^ T  L  . 

EDUCATION AND SCIENCE 


8. On the education and science programme, about which f u r t h e r d e t a i l s 

are provided i  n Annex C, there are the f o l l o w i n g two s p e c i f i c issues 

f o r c o n s i d e r a t i o n by the Cabinet: 


i  . Student Grants 


The Cabinet w i l  l wish to consider whether the change%.^fcosed 

by the Secretary of State f o r Education and Science a r  ̂ ̂ ^ 

p o l i t i c a l l  y acceptable. Some of our supporters w i l  l o b j e c t t o 

the proposed increases i  n p a r e n t a l c o n t r i b u t i o n s and t o ro^Jj^ 

r e d u c t i o n i n the minimum award. Students w i l  l c r i t i c i s  e t T  ̂ J  ̂ 


r ~  s B g  j  , . m 
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r e d u c t i o n i  n the r e a l value of awards t h a t w i l  l ensue unless

^ ^ ^  ̂ i n f l a t i o  n i  s lower than now assumed. But MISC 99 b e l i e v e 


t h a t savings are e s s e n t i a l ; and t h a t the Secretary of State 

^ k ^  A f ° r Education and Science's proposals are the best t h a t can 


be devised. We commend them ac c o r d i n g l y t o the Cabinet. 

wZK .... 

 1  1  •
4P^^^  U n i v e r s i t y Current Expenditure 

^J^ISC 99 b e l i e v e t h a t reductions i  n u n i v e r s i t y c u r r e n t expenditure 

of £50 m i l l i o  n i  n 1986-87 are f e a s i b l e . Baseline p r o v i s i o n f o  r 
t h i s item i  s n e a r l y £1,450 m i l l i o n  . The Secretary of State f o r 
Education and Science h i m s e l f agrees t h a t reductions are f e a s i b l e , 
though not on t h i s scale: and he considers t h a t any savings t h a t 
may b e ^ ^ h i e v a b l e should be used t o o f f s e t unavoidable cost 
i n c r A ™ ^ and t o fund improved p r o v i s i o n elsewhere i  n the 
education programme. He also b e l i e v e s t h a t the redu c t i o n s we 
p r o p o s  b  e regarded as i n c o n s i s t e n t w i t h an assurance given 
by the F ^ ^ ^ ^ L L n i s t e r during the E l e c t i o n campaign. However, 
MISC 99 recommend t h a t the redu c t i o n s should be made and the 
programme reduced a c c o r d i n g l y . 

OVERALL POSITION ^ j f k 


9. The f i g u r e s f o r a l  l the programmes so f a  r agreed, i n c l u d i n g those 

on which the Chief S e c r ^ a r y , Treasury r e p o r t e d agreement i  n h i s minute 

of 18 October are set out i  n Annex D. I  f our recommendations on 

education and science are accepted, then the t o t a  l of programmes and 

reserve w i l  l be £126,469 m i l l i o  n i  n 1984-85; £132,530 m i l l i o  n i  n 

1985-86; and £137,537 m i l l i o  n i  n |gj£6-87. These d i f f e  r from the 

e x i s t i n g p l a n n i n g t o t a l s f o r 1984-85 and 1985-86 by £129 m i l l i o  n and 

£392 m i l l i o  n r e s p e c t i v e l y ; and from the survey baseline i  n 1986-87 by 

£290 m i l l i o n  . Treasury M i n i s t e r s consider t h a t these gaps can be 

br i d g e d , though a d m i t t e d l y w i t h d i n  f c ^ ^  w  . They w i l  l r e p o r t i  n more 

d e t a i  l o r a l l y to the Cabinet. ^W^A. 


BREAKDOWN BETWEEN CAPITAL AND CURRENT EXPENDITURE 


10. The Chief Secretary, Treasury was i n v  l S l ^  y the Cabinet on 

20 October t o ensure t h a t i n f o r m a t i o n was a v a i l a b l e on the d i s t r i b u t i o  n 

of c u r r e n t and c a p i t a l expenditure. A note provided by Treasury 

o f f i c i a l  s i s attached as Annex E. 


ISSUES FOR THE CABINET 


11. The Cabinet are i n v i t e d : 1 1  1 


a. t o endorse the t o t a l s f o r agreed programmes l H  ̂ M ^  m 

Annexes A and D; ^ ^ P  ̂ 


b. t o consider the agreements which have been reached on 

the defence programme (paragraphs 5 t o 7 above and A n n e x  ̂ ^ ^ ^  ̂ 


 H  H 
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^̂ Ŵ c. t o consider the issues a r i s i n g on the education and 

^ ^ •  ̂ science programme (paragraph 8 above and Annex C) i  n the 


l i g h  t of the Group's recommendations. 


P r i v y Council O f f i c e 

7 November 1983 ^ S f ^ 

\ I 
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ANNEX A 


^  "
 
SECRET 


AGREED PROGRAMMES 


T h i  l H S  k describes the agreements reached on the f i v e programmes l i s t e d 

i n paragraph 4. The f i g u r e s show the agreed changes from t h e b a s e l m e i  n 

Cmnd 87^9. 


Art s and L i b r a r i e s 


mm. 1984-85 1985-86 1986-87 

6 + 1 0 + 13 . 

> A • 

I  t was agreed t h a t p  n k j f e  r  i should be increased by h a l f the amounts sought 

b
 y the M i n i s t e r f o r t t i  ̂ ^ p  s  . This would a l l o w the work on the new B r i t i s h 

L i b r a r y b u i l d i n g t o go ahead. 

Local A u t h o r i t y Current E x p f e n ^ ^ r e (England) 1985-86 and 1986-87 


1985-86 1986-87 

£m 


+ 500 + 500 


A d d i t i o n a l p r o v i s i o n has been made o r  ̂ f i f e  d  s of r e a l i s m . I n 1985-86, £350 m i l l i o r  ̂  B 

°f the £500 m i l l i o n i s to be a l l o c a t e d ^ O ^  r v i c e s  , i  n p r o p o r t i o n to shares i  n 

the b a s e l i n e . For 1986-87, £300 m i l l i o r  % 5 « k  e £500 m i l l i o n would be a l l o c a t e d 

to s e r v i c e s , ' a g a i n d i s t r i b u t e d i  n proport»T«)shares i  na r e v i s e d b a s e l i n e 

f
 o r 1986-87', except f o r an agreed t r a n s f e r ^ y j ^ O m i l l i o n from the DES 

Programme t o DHSS personal s o c i a l s e r v i c e s p T b J p j ^ f n . 


Sgpartment of Energy: N a t i o n a l i s e d I n d u s t r i e s ' ^ ^ t ^ k 


1984-85 1985-86 1 9 8 6 - 8 7 ^ 

' £m 


- 352 - 940 - 1704 


The agreed savings are based on improved e f f i c i e n c y i  n t h e ^ j ^ J f e d e l e c t r i c i t  y 
i n d u s t r i e s ; 3 per cent increases i  n e l e c t r i c i t  y p r i c e s i  n I  W f t  a n  d i  n 

o f
1985-86; and a r e d u c t i o n i  n N a t i o n a l Coal Board investment. ^2fP^tf;e

£800 m i l l i o n f o r NCB investment w i l  l be pub l i s h e d f o r 1984-85; C  g  v  e  s of 
£ 7  8 4 m i l l i o n i  n 1985-86 and £748 m i l l i o n i  n 1986-87 w i l  l be r e f l e c t e d i  n the

Published aggregate E x t e r n a l Financing L i m i t s f o r a l  l n a t i o n a l i s e d , i n d u s t r i e s . 

I
 t was al s o agreed t h a t domestic gas p r i c e s should r i s e by 5 per cent i  n 

January 1984; and t h a t the i n d u s t r i a l gas p r i c e freeze would end i n  ̂ M C ^  9 8 4  . 


g
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ANNEX A (c<*5 


A 

^ i L  A SECRET


• 
 ^^PW 1984-85 1985-86 1986-87 


^ r j  k + 5.8 + 8.5 + 21.3 

The agreed a d d i t i o n a l amounts w i l  l be devoted t o the B r i t i s  h Council and 

BBC's E x t e r n a l Services. The bi d s f o  r a d d i t i o n a l p r o v i s i o n f o  r the aid 

programme have been withdrawn. 

A g r i c u l t u r e , F i s h e r i e s and Food 


^ S p ^ - 8 5 1985-86 1986-87 

- 4  # %  ̂ - 24. 1 - 38.4 
• \ \ 
I  t was agreed t h a t t h e r e s h o u ^ B ^ a d d i t i o n a l expenditure on grants f o r 


r  a 
m a r ginal l a n d , 'glasshouse r e s t r u c t u r i n g and f i s  h marketing. C a p i t a l  g
under the A g r i c u l t u r e and H o r t i c u l t u r a l Grant Scheme w i l  l be reduced, s  a ^ 
some £30 m i l l i o  n a year: w i t h the excep t i o n of the grants i n l e s s - f a v o u r e 
areas f o  r f i e l  d drainage, hedges and w a l l s , no gra n t w i l  l be a t a r a t e o 

3
more than 50 per cent. Grants f o  r a r t  ̂ i L a  i drainage w i l  l be reduced:

savings w i l  l also be found from the *m«cPP programme. 


I % 


I *> 
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^  ! ^ ANNEX B 


THE DEFENCE PROGRAMME 


INITIAL POSITION 


The Survey b a s e l i n e i  s as f o l l o w s . 

1  ̂ £ m i l l i o n 


 1983-84 1984-85 1985-86 1986-87 

15719.6 17178.0 18214.4 18192.2 


(of which Falklands) (624.0) (684.0) (552.0) 


t b  e


During b i l a t  ̂ M %  i s c u s s i o n  s the Chief Secretary, Treasury accepted a b i d 

of £450 m i l l i o  n f o  r expenditure i  n 1986-87 i  n respect of the Falklands. 


The Secretary of State f o r Defence advanced b i d s f o r a d d i t i o n a l p r o v i s i o n 

to meet the e x t r a ̂ ^ f  ̂ A  n a l  l years of the 1983 Pay Review Bodies' awards; 

and t o compensate f o r f o r e c a s t i n f l a t i o  n h i g h e r than the agreed cash f a c t o r s . 


I n f l a t i o  n c o m p e n satioiv^^W - + 59.3 + 240.0 + 508.8 


 Pay awards + 90.4 + 93.1 + 96.8 + 99.7 
;  S


Lug 

I The Chief Secretary r e j e c t e d these b i d s . He also proposed t h a t the r e a l r a t e 

of growth i  n 1984-85 and 1985-86 should be l i m i t e d t o 3 per cent from the 


I p r o v i s i o n i  n 1983-84 a f t e r the r e d u c t ^ n i  n cash l i m i t  s imposed i  n J u l y 

t h i s year (but e x c l u d i n g Falklands ApB«ision) . 


- - 267.6 - 280.7 - 289.1 


THE GROUP'S RECOMMENDATIONS W M 
—  V V 

a. 1984-85 and 1985-86 


I n d i s c u s s i o n w i t h the Group, the Secretary o^n^&e f o r Defence agreed t o 
withdraw the b i d r e l a t i n g t o the excess cost o y p a p ^ w a r d s . He also agreed 

to withdraw the b i d i  n respect of i n f l a t i o  n comrJ^nsaxion i  f he and the 

Chief Secretary were able t o reach agreement on a form of words d e a l i n g 

w i t h the p o s s i b i l i t  y t h a t i n f l a t i o  n might t u r n out t o be d i f f e r e n t from the 

agreed cash f a c t o r . The two M i n i s t e r s subsequently agreed on the f o l l o w i n g : 


"Alone of i t  s p u b l i c expenditure programmes, the Goi|«^nt' s defence 

p o l i c y i  s c u r r e n t l y expressed both i  n r e a l and cash.terms. I  n order 

t o f u l f i  l the Government's commitments up t o and i n c l u d i n g 1985-86, 

the cash p r o v i s i o n w i l  l be r e c o n c i l e d year by year i  n ̂ e ^ M K h t of 

the r e a l requirement and of the most up-to-date f p r e c a s t a ^ o f ^ L n f l a t i o n , 

and a p p r o p r i a t e adjustments made." ^^^^W 


> I n view of the general p u b l i c expenditure p o s i t i o n , the Group considered t h a t 

WL . s°me r e d u c t i o n i  n the defence budget, c o n s i s t e n t w i t h the Governmer^n|^ablic 

commitments, was d e s i r a b l e . They a c c o r d i n g l y proposed t o the Secrer^rcyJk 
State f o  r Defence t h a t the s t a r t i n g p o i n t f o r p r o v i s i o n i  n 1984-35 s h o ^ l a n e 

1 


^ ^ ^ ^ ^ ^ ^ ^ ^ ~  ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ B 
S  E  C  R  E  T
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^_^__£he b a s e l i n e f i g u r e f o  r 1983-84; from t h i s would be su b t r a c t e d the 


_ ^ ^ c p e n d i t u r e on the Falklands I s l a n d s ; the r e s u l t would then be enhanced 

^§JBg_- per cent ( t h e cash f a c t o r ) and then 3 per cent ( t h e growth f a c t o r ) ) 


and planned expenditure on the Falklands I s l a n d s i  n 1984-85 would be ad 

to giv e a r e v i s e d f i g u r e f o  r t h a t year of £17,010 m i l l i o n  . The same 

procedure, using the r e l e v a n t cash f a c t o r , would be adopted f o  r 1985-86, ^ 

g i v % a g _ m r e v i s e d f i g u r e of £18,040 m i l l i o n  . The Secretary of State accep 

t h i s p r o p o s a l . 

b. 1986-87 


The NATO t a r g e t o f 3 per cent a year r e a l growth, t o which the Government 

i s committed,_etf|Lres i  n 1985-86. The Secretary of State f o  r Defence an 

the Chief Secretary have agreed on a cash p r o v i s i o n f o  r 1986-87 of 

£18,650 m i l l i o  n which i n c l u d e s £450 m i l l i o  n i  n respect of expenditure 

on the Falklands I s l a n d s . 


O v e r a l l e f f e c t ^ _ _ i _  m 


The o v e r a l l e f f e c t of the above i  s as f o l l o w s . 


1984-85 1985-86 1986-87 

Change from b a s e l i n e - 168 - 174 + 458 


New t o t a  l 17010 18040 18650 


 i  f 
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__ ANNEX C 

Vl_  L SECRET 

ed T H  E E D U C A T I 0  N  M u SCIENCE PROGRAMME 

p t e  d _TlPW«IAL POSITION 

The £ rvey b a s e l i n e , e x c l u d i n g l o c a l a u t h o r i t y
than student awards, i  s as f o l l o w s . 

 c u r r e n t expenditure o t h e r 

d ____

\ J  _  k 1984-85

3258

 1985-86

 3388

 £ m i l l i o  n 

 1986-87 

 3489 

During t h e i r b i l a t e r a  l d i s c u s s i o n s , the Secretary of State f o  r Education 
and Science and the Chief Secretary, Treasury reached agreement on the 
f o l l o w i n g changes. ^ L ^ k V 

Ad d i t i o n s
Student grants 

(increased numbers) + 4 0 + 5 0 + 4 5 

Science ( I n t e r n a t i o n a l 
s u b s c r i p t i o n s ) _ _ _ • + 8 + 7 

Reductions ^ ^ _ P  ̂
Grant-aided i n s t i t u t i o n  s  5^_  1  10 

 ____ 

_____ 

Student grants  20 ~ _ P _ _ 40  50 

Net e f f e c t + 21  8 

Jk

The Chief Secretary considered t h a t the net cost o f these changes i  n 1984-85 
and 1985-86 should be met by f u r t h e r savings: the Secretary of State f o  r 
Education and Science b e l i e v e d t h a t t h i s was not f e a s i b l e . He also made the 
f o l l o w i n g b ids f o  r a d d i t i o n a l expenditure. _ _ _ k 

Local a u t h o r i t y c a p i t a l 
"""expenditure + 50 + 50 

mainly f o  r b u i l d i n g s to f a c i l i t a t  e school closures and me r g e r s ^ ^ a j g k 
computers, ot h e r equipment and b u i l d i n g f o r c o l l e g e s . ^ _| 

V \
 Science + 29 + 47 + 68 ^ _ ^  _ 

to m a i n t a i n and strengthen the base of science research. 
1 

mm 

_ _ _ _ _ _ _
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^ J  ̂  L 1984-85 1985-86 1986-87 \  J 
U n i v e r s i t i e s - c a p i t a l + 1 2 + 1 2 + 1 2 


Qor medical and d e n t a l school p r o j e c t s , r a t i o n a l i s a t i o n , and laboratory 
l ^ i p m e n t . 

U n i v e r s i t i e s - c u r r e n t + 1 8 + 1 6 + 1 8 


e n
to^fetcc^kiodate inescapable cost increases, a f t e r a l l o w i n g f o r e f f i c i  C ^ 

s a v i  ̂ P  ̂ 


The Chief Secretary r e j e c t e d these b i d s . He a l s o proposed t h a t the base 

l i n e f o r u n i v e r s i t y c u r r e n t expenditure i  n 1986-87 should be reduced by 

£75 m i l l i o  n to^tacourage r a t i o n a l i s a t i o n as student demand d e c l i n e d . 


THE GROUP'S RlA^|DATIONS 


The Group h e l d ttfc^^t^ngs w i t h the Secretary of State f o r Education a I l  d 


Science and are gr«y:^^.ndebted to him f o r h i s help and co-operation. 

Our recommendations are as f o l l o w s . 


Local a u t h o r i t y c a p i t a l expenditure 


a n^ 0
I n view of the many o t h e r n ^ ^ ^ u r e s on p u b l i c expenditure i  n general,

the need t o reduce l o c a l a u t h o r i t y expenditure i  n p a r t i c u l a r , the Group 

not f e e l able t o support any increase i  n the p r o v i s i o n f o r c a p i t a l 

expenditure on schools and c o l l e g e s of f u r t h e r education. 


Science frf^ 

Despite the arguments which the Secretary of State put f o r w a r d f o r addi4
e xpenditure on science, and having regard t o the conclusions of the^ 

Prime M i n i s t e r ' s i n f o r m a l meeting on l y  ̂  c t  f c  e r  , recorded i n her Priva ^ 

Secretary's l e t t e  r of the same date, the^jjSg^ do not f e e l able t o ?e°° 

any i n c r e a s e . 


U n i v e r s i t i e s - c a p i t a l ^ ^ ^ ^ ^ ^ 


The Group do not f e e l able t o recommend any i n c r  ̂ f l  ̂ They consider  l ^ ,
e
 

p r i o r i t  y expenditure should be accommodated w i t h i n the e x i s t i n g prog^a 


U n i v e r s i t i e s - c u r r e n t 


The Group do not f e e l able t o recommend any increase i  n n x ^ l L s i o n . 

agree w i t h the Chief Secretary's view t h a t i  t should be & M » ^  e to  £ i  n 


e f f i c i e n c y savings by 1986-87, and recommend a r e d u c t i o n or" £50 m i l l ^ 0 1  1 


The Secretary of State f o r Education and Science d i s s e n t s fronv%fc3^L 
recommendation. He does not deny t h a t some e f f i c i e n c y savings a ^ ^ U r A f 
achievable; and h i s own proposals (paragraph 3 above) assume savings 
£22 m i l l i o  n ( l  i per cent) . But he does not consider t h a t the f u r t n  ̂ ^ >  Q ^ 
£50 m i l l i o n  , making about 5 per cent i  n a l l  , i s r e a l i s t i c  . M o reover^J^T 

s e 
b e l i e v e s t h a t any savings t h a t can be achieved w i l  l be needed t o o f f  v 


2 


H | S E C R E T | 



 | 

I S E C R E T | I 

kfhk SECRET 

,y

l ^ ^ ^  t h  e u n a v o i d a b l e and e x t e r n a l l y - i m p o s e d c o s t i n c r e a s e s which the u n i v e r s i t i e s 
^ ^ ^ | a c e , and to fund d e s i r a b l e improvements e l s e w h e r e i n the e d u c a t i o n programme, 
^ ^ ^ k  a l s  o b e l i e v e s t h a t r e d u c t i o n s on the s c a l e we recommend would be w i d e l y 

regarded as i n c o n s i s t e n t w i t h the Pr ime M i n i s t e r ' s l e t t e r of 7 June to 
J p ^ ^  s o c i a t i o  n of U n i v e r s i t y T e a c h e r s . T h i s s a i d t h a t "the p e r i o d of 
c o n t r a c t i o n [ i n h i g h e r e d u c a t i o n ] i  s now n e a r i n g the end"; and t h a t 

 " t  ̂ ^ ^ ^ n t i o  n i s to h o l d the l e v e l [of e x p e n d i t u r e ] s t e a d y i n r e a l terms 

;e-
j

ifl̂

S tudent g r a n t s 

 The p r o p o s a l s o r i g i n a l l  y put f o r w a r d by the S e c r e t a r y of S t a t e f o r E d u c a t i o n 
and S c i e n c e f o ^ a a v i n g s i n t h i s a r e a i n c l u d e d the a b o l i t i o n of the minimum 
award. We thought t h a t t h i s was u n l i k e l y to be a c c e p t a b l e to our c o l l e a g u e s , 
and i n v i t e d t  ̂ ^ ^ A c  e t a r  y o f S t a t e to advance a l t e r n a t i v e p r o p o s a l s . I n 
r e p l y , he i n d i c l ^ l ^ ^  h a  t he would be w i l l i n  g to a c c e p t the f o l l o w i n g , i n 

 P r e f e r e n c e to a n y  « ^ | f c m a t i v  e s a v i n g s i n the programme. 

( a ) H a l v i n g t^feg^^Lmum award from £ 4 1 0 a y e a r to £ 2 0 5 a y e a r . 

ii"*
>d °

t l <  5

J

(b) S t e e p e n i n g the s c a l e of p a r e n t a l c o n t r i b u t i o n s . At p r e s e n t no 
c o n t r i b u t i o n i s p a y ^ p f e ^ L f r e s i d u a l income ( i .  e income a f t e r d e d u c t i o n 

 of a l l o w a n c e s such as j A g a g  e i n t e r e s t ) i s l e s s than £ 7 , 1 0 0 ; £1 i n 
 e v e r y £7 i s p a y a b l e b I R r e e n £ 7 , 1 0 0 and £ 9 , 0 0 0  ; £ 1 i n £8 between 

£ 9 , 0 0 0 and £ 1 4 , 3 0 0 ; and £1 i n £ 1 3 t h e r e a f t e r . The S e c r e t a r y of S t a t e 
proposes t h a t the p a r e n t a l c o n t r i b u t i o n i n f u t u r e a t p o i n t s beyond 
£ 9 , 0 0 0 s h o u l d be £ T i n e v e r y £ 6 . The e f f e c t of t h i s change would be , 
f o r example , t h a t those w i t h r e s ^ k i a l incomes of £ 1 2 , 0 0 0 would be 

 e x p e c t e d to make a c o n t r i b u t i o n of £ 7 7 0 i n s t e a d of about £ 6 5 0 ; and 
 those w i t h r e s i d u a l incomes of £18 ,000 would be a sked to pay about 

£ 1 , 7 7 0 i n s t e a d of £ 1 , 2 2 0  . ^ P ^  L 
^ ^ ^ ^ ^ ^ 

( c ) The c u r r e n t v a l u e of g r a n t s s h ^ ^ c r ^ t e i n c r e a s e d by o n l y 4 per
f o r 1984-85 , 3 p e r c e n t f o r 1985-86 , and 2 per cent f o r 1986-87 , 
i n s t e a d of 5 per c e n t , 4 per cent and 3 per cent r e s p e c t i v e l y . 

 cent 

a t

B>e'

These p r o p o s a l s would produce s a v i n g s of £ 2 5 OT^LA. £ 4 5 m i l l i o  n and 
 £ 5 0 m i l l i o n i n the t h r e e y e a r s under d i s c u s s i o n . ^ p ^  J j e l i e v  e t h a t they a r e 

 P o l i t i c a l l  y and o t h e r w i s e d e f e n s i b l e and commend Them to our c o l l e a g u e s . 

O v e r a l l recommendations 

y
d

ftk

 I n v i e w o f the d i f f i c u l t i e  s w h i c h the S e c r e t a r y of S t a t e f a g ^ d u c a t i o n and 
 S c i e n c e f a c e s i n h i s programme, the Group do not t h i n k t h f c A m s h o u l d be 

r e q u i r e d to f i n d f u r t h e r s a v i n g s to o f f s e t the agreed changes o u t l i n e d i n 
P a r a g r a p h 2 of t h i s Annex. They a l s o c o n s i d e r t h a t an a d j u s t m e n t s h o u l d be 
wade to r e f l e c t the f a c t t h a t the changes i n s t u d e n t g r a n t s r W^P^ p o s e d by 
the S e c r e t a r y of S t a t e p r o v i d e r a t h e r h i g h e r s a v i n g s i n the f i  f c  : y e a r s 
than h i s o r i g i n a l p r o p o s a l s . To t h a t e x t e n t , the S e c r e t a r y of S t a t e s h o u l d 
have d i s c r e t i o n to a p p o r t i o n t h e s e changes as he t h i n k s a p p r o p r i a TJ ^ ^  i  e ne t 

 e f f e c t of our recommendat ions , a s compared w i t h b a s e l i n e , i s t h e r e f o r e ; 

r 1984-85 1985-86 1986-87 

+ 21 +  6  58 
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• — Revised Change from 
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0 U N D E D111  S  to nearest El m i l l i o n .  million shown separately. z U Q
(3 Sopartmental totals unadjusted for pay clawback ot 
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CAPITAL AND CURRENT EXPENDITURE 


At i t  s meeting on 20 October the Cabinet asked the Chief Secretary t o 

b r i n g before t h e ^ | a b i n e t i n f o r m a t i o n on the d i s t r i b u t i o n of p u b l i c 

expenditure as betyeen c a p i t a l and c u r r e n t expenditure, and the e f f e c t 

on t h i s d i s t r i b u t i o n of the r e d u c t i o n s agreed i  n the 1983 P u b l i c Expenditure 


Before the 1983 Survfc^ p a n ned c a p i t a l expenditure represented some 10£ per 

cent of t o t a  l p u b l i c expenditure i  n each of the three years 1984-85, 

1985-86 and 1986-87. The Treasury has c a r r i e d out an a n a l y s i s , w i t h the 

help of spending Departments, of the changes t o these percentages which 

r e s u l t from de c i s i o n s so a k ^ S f e e n i  n the Survey. Most Departments are 

not y e t able t o say how the changes agreed f o r t h e i r programmes w i l  l a f f e c t 

t h e i r c a p i t a l / c u r r e n t r a t i o I  t i  s not y e t p o s s i b l e , t h e r e f o r e , t o 

c a l c u l a t e how the aggregate percentages above w i l  l be changed by the 

Survey. 


I n the areas i  n which the d i s t r i b u t i o n j f c f agreed changes between c a p i t a l 

and c u r r e n t has already been decidedfc«^changes go i  n both d i r e c t i o n s : 

f o r example, the a d d i t i o n s agreed f o r the P r i s o n B u i l d i n g programme w i l  l 

increase the Home O f f i c e c a p i t a l spending programme, and the r e d u c t i o n s 

agreed f o r the Departments of EmploymentTaBr^palth and So c i a l S e c u r i t y 

W l  H reduce t h e i r c u r r e n t spending and ad^^)^»pital. The Housing r e d u c t i o n s , 

however, w i l  l show w h o l l y as l a r g e c a p i t a l c u t s , although some £300 m i l l i o  n 

°f the t o t a  l represents c o u n c i l house sales w h j ^ ^ c o u n t as negative c a p i t a l 

expenditure. There are, t o o , l a r g e increases "in c u r r e n t l o c a l a u t h o r i t y 

spending. Against t h i s , almost a l  l of any l o w e a ^ ^ d ^ s i o n which i  s agreed 

r o r defence expenditure w i l  l go towards reducing the p r o p o r t i o n of t o t a  l 

expenditure c l a s s i f i e d as c u r r e n t . ~ 


B^ 1 S E C R E T "1 n *;
I ' ' s i \) 


