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CABINET 

THE TINDEMANS REPORT 

Note by the Secretary of State for Foreign and 
Commonwealth Affaire 

1. Memorandum C(76) 38 and its annexed papers were circulated as 
the basis for discussion by Cabinet on Zb March. The Tlndemans Report 
was not in the event considered on 26 March and these papers remain a 
valid basis for discussion. 

2. Since then there have been some minor developments in Community 
handling of the Report. The European Council on 1 and 2 April had a 
general discussion and asked Foreign Ministers to take charge of the 
detailed follow-up work. Agreement was reached at the informal meeting 
of Foreign Ministers in Luxembourg on 14 and 15 May that the Ministers 
would themselves work through the report chapter by chapter, devoting 
some time to it each time they meet. These discussions will be prepared 
by a specially convened group of officials, one from each Member State. 
So far discussion has only covered Chapter I in general terms and the 
beginning of the external affairs chapter (Chapter II). 

3. Cabinet 1B asked to endorse the line in C(76) 38, for use not only 
in the continuing discussion in the Community, but also as an expression 
of the Government's general approach to the Report in the debate on 
Community matters which is due to take place in the House of Commons in 
June. This debate is expected to cover the Tindemans Report (which has 
been recommended for debate by the Scrutiny Committee), the routine 
six-monthly report on developments in the Community and the question of 
Greek membership. 

A C 

Foreign and Commonwealth Office 

7 June 1976 
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CABINET 

THE EEC UNIFORM PASSPORT 

Memorandum by the Secretary of State for Foreign and 
Commonwealth Affairs 

1. We need to determine our negotiating position in discussing the 
design of the proposed uniform European Economic Community (EEC) 
passport with the other Member States. 

BACKGROUND 

2. It was agreed by the European Council in December 1975 that a 
uniform passport should be Issued by Member States from 1978, This 
followed the decision by EEC Heads of Government in December 1974 that a 
Working Party should be set up to study the possibility of establishing a 
passport union and, in anticipation of this, the introduction of a uniform 
passport. The idea of passport union was not new. There were 
suggestions that such a union should be created shortly after the United 
Kingdom'a accession to the Community, and at that time the idea was seen 
in the context of a possible EEC citizenship - which is no longer in 
prospect. The present proposal came from Chancellor Schmidt. Work on 
other aspects of passport union (which Herr Schmidt and others saw as 
leading to the eventual abolition of passport controls other than those on the 
perimeter of the Community and to uniform visa and aliens legislation) 
continues. But it is accepted by the Working Party that real progress 
bristles with difficulties: and we are not committed to reaching any 
conclusions within a set time. What we face now is the limited problem of 
the form of the passport. The passport will still be a national document 
Issued by each Member State on its own authority. But the design would be 
uniform and would be intended to create a sense of Identification with the 
Community on the part of the holder. As the passport would be used 
world-wide its use would remind other countries of the existence and 
coherence of the EEC, 
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3, In agreeing that the passport should be issued from 1978 the then 
Prime Minister made it clear that we would not be able to introduce it 
before the United Kingdom'* projected nationality legislation came into 
force. This is not likely to be before 1979. This reservation on our part 
has been accepted by our partners. 

4. Some progress has been made at official level in clarifying the issues 
which require decision by the Council. So far the British representative 
has had to reserve our position and there is some danger that the views 
of the other Eight will have hardened to the point where a contrary view on 
our part will be an isolated one. The design of a new British passport is 
however likely to be a sensitive issue for public opinion, and we shall need 
to negotiate hard for what we decide we want. Although the design of the 
passport is a matter for executive decision. Parliament may need to be 
consulted later if it ie decided that the design should be laid down in an EEC 
instrument. 

C ONSIDERA TIONS 

5. Six sample passport covers have been produced by the Stationery 
Office following alternative layouts suggested by the Foreign and 
Commonwealth Office. Copies of these samples will be available for 
inspection by members of the Cabinet at the meeting. Photocopies are 
attached to this paper lettered A to F. 

6. The words "European Community". The other Member States wish 
to place these words above the name of the issuing State on the cover of the 
passport and it may be very difficult at this stage to persuade them to 
change. Since the passport will remain a national passport, the name of 
the issuing State indicating the nationality of the holder will be the feature 
of the cover most important to the British holder, 

7. The Royal Arms. The Royal Arms traditionally appear on the 
cover of a British passport and we should wish to preserve the dignity of the 
Arms and preferably also their paramountcy In relation to the name of the 
Community, and even more In relation to any Community symbol. Sample 
D achieves this best. 

8. Community symbol. No symbol has yet been officially adopted by 
any of the Community institutions. The Commission have circulated a set 
of four designs to which we are not in any way committed (attached). But 
choice of a Community symbol goes beyond the design of a passport, since 
once a symbol is adopted for any purpose, It will tend to be used for others 
and needs to be considered in that light. The symbol based on a map of the 
Community, on sample passport E, is merely illustrative. It would raise 
problems relating to, for example, Berlin, and new Member States. The 
symbol on sample F is based on one of the designs short-listed by the 
Commission In a competition it held some years ago. The problems in 



achieving agreement on a common design for the passport would be reduced 
If we could avoid the us* of a symbol at all, at least at this stage, 
9* Colour. The samples have been made up In a colour which 
originally found some favour among the other Member States. The Dutch 
have however obtained acceptance by the other Eight for a deep lilac colour. 
This was chosen because it is distinctive and unlike colours already in use 
for Members'national passports. A sample of the lilac colour will be 
available at the Cabinet meeting. 

10. Languages. The international practice has for many years been ta 
use the national language (or languages) plus French and/or English. The 
Germans and the Italians want all official Community languages to be used 
Inside the passport. This would be clumsy and might encourage States 
outside the Community to depart from the international usage. The other 
Members, apart from Germany and Italy, share our view on the 
preservation of the international practice. The Presidency have proposed 
that page 1 should be in all six official languages and this might be 
acceptable as a compromise. A specimen in this form produced by the 
Federal German Government will be available at the meeting. 

11. Materials and "windows". The passport would be the same size as 
now but would have 32 pageB instead of 30; this would cause no difficulty. 
Some of the Eight may argue for standardisation of materials, but many 
Members will wish to adopt safeguards against forgery, such as the use of 
their own security paper and watermarks. While the adoption of a passport 
in a uniform style is desirable, it is essential that we retain freedom to 
incorporate those security precautions which we consider necessary. 
Other EEC countries do not have "windows" in their passports and it is 
unlikely that there will be sufficient room for them anyway. 

DECISIONS SOUGHT 

12. The Cabinet le invited to decide whether, in negotiating with the 
other Members of the European Community, I should be guided by the 
following :

a. I should seek the adoption by the Nine of a design as in 
sample D (although recognising that the other Eight have already 
expressed a preference for sample A or B). 

b. H I am unable to persuade the other Members to change to 
design D, I should accept design B, on the condition that in the 
British version the Royal Arms are given prominence. 

c. A Community symbol should not be incorporated in the design 
of the cover, at least at this stage. 
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d. We should accept the deep lilac colour proposed by the 
Dutch. 

e. We should re sist any departure from the international practice 
of using the national language (languages) plus English and/or 
French, although we need not object if the Germans or the Italians 
wish to add each other1 s language in their version of the passport, 

f. We need to preserve the freedom to retain our safeguards 
against forgery. 

A C 

Foreign and Commonwealth Office 

8 June 1976 
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CABINET 

ENLARGEMENT OF THE E E C 

Note by the Secretary of State for Foreign and Commonwealth Affairs 

1. My predecessor circulated a paper on enlargement of the European 
Economic Community (C(76) 37) on 19 March for discussion by Cabinet on 
26 March. In the event, however, the paper was not taken. 

2. The passage of time since March has meant that a few changes need 
to be made and these are underlined in the new version (CP(76) 29) which I 
now circulate for Cabinet on 11 June. 

A C 

Foreign and Commonwealth Office 

8 June 1976 
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CABINET 

ENLARGEMENT OF THE E E C 

Memorandum by the Secretary of State for Foreign and 
Commonwealth Affairs 

INTRODUCTION 

1. When Cabinet discussed the Greek application for membership of the 
European Economic Community (EEC) on 5 February (CC(76) 4th 
Conclusions, Minute 2) it was argued that there would be advantage in 
considering the whole question of the enlargement of the EEC, including the 
implications of Greek membership for considering later applications from 
such countries as Turkey, Spain and Portugal, When and how these 
applications will be made - and the associated questions of how the 
Community will evolve over the next five years or so - remain highly 
uncertain. So I think that there are limits to how far we can take our study. 
But I think we need to face squarely the fact that the admission of Greece 
would mark a decisive moment in the development of the Community; it 
could lead to the accession of other Member States and to a movement away 
from the relatively cohesive and integrated organisation which is the 
Community^ objective. So I set out in this paper some implications as a 
general introduction to the subject. 

TIMING 

2. When, first of all, can we expect the Greeks in, if their 
negotiations are successful? The EEC Council of Ministers (Foreign 
Affairs) may be asked to approve the formal opening of negotiations by the 
summer break at the end of July. But effective negotiations will hardly 
start until the autumn. Our accession negotiations in 1970-72 took just 
over 18 months. It is true that the Greek application will raise fewer 
problems. But there will still be a range of complex and difficult points on 
which not only will the Greeks negotiate toughlyf but agreement will be 
difficult to achieve among the Nine, Greek accession will not get the same 
priority as the previous enlargement negotiations because of many other 
urgent Items on the agenda of the meetings of the Foreign Ministers of the 
Nine. So unless the Greeks pursue tactics of blandly accepting all 
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Community requirements I would expect the negotiations to take most if not 
all of 1977 and 1978. And with a year for ratification this would mean 
Greek entry - still with a transitional period, but taking &s we did a full 
part from the beginning in the institutions of the Community - in the second 
half of 1979 or in 1980. 

3. What of the other candidates ? Article 237 of the Treaty of Rome 
provides that "any European State may apply to become a member of the 
Community". In recent years an additional qualification has been added by 
consensus that candidates must share the democratic ideals of the 
Community or be "pluralist democracies". There is room for argument 
about how these concepts should be defined, but all Member States would 
agree that candidates must have Governments based on free elections and 
properly elected Parliaments. Over the next few years the only 
candidates who seem likely to apply (and it is by no means certain that they 
will qualify) are Spain and Portugal. Turkey, Norway, Sweden and even 
Switzerland, Malta and Cyprus are conceivable candidates in the longer run. 

SPAIN 

4. Spain (population 35 million and a Gross Domestic Product (GDP) per 
head of $1, 750 almost on a level of that of Greece) is, it is hoped, about to 
resume negotiations for a trade agreement with the Community to take 
account of the accession of the three new Member States. But this 
agreement will contain no provision for eventual Spanish membership. 

5. Since Franco's death Spanish Ministers have made it plain that their 
aim is to achieve membership. This clearly depends on progress towards 
real democracy in Spain. It is a matter of judgment whether, and if so 
when, Spain could achieve a system of government which could reasonably 
be regarded as a pluralist democracy. They are likely to have serious 
problems with the Communist Party as well as with the Francoist "bunker", 
with the Catalan and Basque separatist movements, and with the problems 
of establishing a working system of free political parties and trades unions. 
They themselves are hopeful that they may be in a position to apply for 
membership of the Community after elections next year. Even if all goes 
well, it would not be surprising If this timetable slipped. 

6. Assuming that a working pluralist democracy is established, none of 
the other Member States would see any valid reason for refusing to enter
tain a Spanish application. The Spanish economy is more soundly based 
than that of Greece and more likely to withstand the strains of membership. 
France and Germany would both be strongly in favour. There would be 
sound foreign policy reasons for wishing to help a democratic Spanish 
Government of the day to defend the new Spanish, democracy and fox 
ensuring that Spain was firmly anchored to Western Europe. This is likely 
tobe the strong United States view. The political costs abroad of a British 
veto would be high. Nor should we forget the effect on Gibraltar. 



7. On the most optimistic assumptions about Spanish progress towards 
democracy( it seems unlikely that negotiations for entry could begin before 
1979* with a consequent likely date for membership of 1982 or 1983. 
Whether Spain will adhere to this optimistic timetable it is difficult at 
present to assess. (Spain hopes to put in an application in 1977 and enter by 
1980, but 1980 is hardly realistic for entry.) But unless there is visible 
progress towards free elections and all that goes with it, things will move 
much more slowly or even grind to a halt. 

PORTUGAL 

8. Portugal (with a population of 9 million and a G D P per head of 
$1,250) has a free trade agreement with the Community, amendment of 
which is under negotiation,. The Portuguese Foreign, Minister has said that 
Portugal is not interested in full membership at the moment. But 
Important voices in the main democratic parties (the Socialist Party and the 
Popular Democratic Party) have talked about following the Greek example 
and if they form a minority Government after the Presid^ffaf "lections on 
27 June, the Portuguese Socialist Party may decide to apply for member
ship. They are talking of getting in ahead of Spain. After the turmoil of 
the past two years, the Portuguese situation looks more hopeful. By the 
summer there is a reasonable chance that a pluralist democracy may be 
established, albeit in hostile economic circumstances that may make it very 
hard for democracy to survive. The Portuguese economy, relatively weak 
before the end of the Right Wing dictatorship, has deteriorated further and 
is far from being strong enough to thrive on full membership at the end of 
the decade. If they are wise, the democratic Portuguese leaders will make 
haste slowly and we must encourage them to do so, while nevertheless 
extending sufficient encouragement and help towards membership in the long 
run to give embattled democracy the support and encouragement it will need. 

TURKEY 

9. Turkey is a less likely candidate in the next few years. It has an 
association agreement with the Community similar to that with Greece 
which envisages eventual full membership. It provides for the achievement 
of a full Customs Union, though not until 1992, compared with 1984 for 
Greece. Turkey is much larger than Greece (population 38 million but far 
poorer - G D P per head of $540), Politically Turkey has maintained for 
some years a balance between democratic form and military influence on 
government which has papered over the social, economic and political 
backwardness of much of the country. Turkish Ministers accept that 
Turkey is not sufficiently advanced economically to proceed to full 
membership in the near future. But they will be conscious mat Greek 
progress in that direction will put them at a disadvantage; in the short 
term they will seek financial aid from the Community, improved access for 
their exports to the Nine and involvement in the political consultation 
process to balance Greek progress towards full membership. And they will 
not abandon their long-term claim of full membership. 



OTHER CANDIDATES 

10. Other candidates do not seem likely over the next five years or so. 
The Norwegians with their new oil prosperity will not wish to repeat the 
traumatic experience of their referendum. And it hardly seems likely that 
the European neutrals (Swedes, Finland, Switzerland and Austria) will want 
to join in the next few years. Austria is formally precluded from doing so 
by the terms of the State Treaty, and Finland is precluded in practice by the 
nature of Its relationship with the Soviet Union. 

11. To sum up, there has been some tendency to exaggerate the likely 
speed with which the Community may be enlarged. Greece is likely to join 
at the end of the decade. Spain might conceivably join shortly thereafter. 
Portugal might join two or more years later. Turkey is unlikely to be in 
a position to join before the later80s. In the '80s Norway, Sweden and 
even Malta or CypruB might change their minds, but the likelihood at the 
moment does not seem great that any of them will apply in time to join 
before the xnid-'80s. 

EFFECTS 

12. What would be the effect of this pattern of enlargement? I attach at 
Annex A some indications of the sine of United Kingdom trade, and that of 
the Eight with the candidate countries and the proportion these represent of 
industrial and agricultural production of the Nine. And I attach at Annex B 
a note by officials drawn up last autumn which analyses the implications of 
Greek accession. We shall in due course need to set similar studies in 
train on Spain and Portugal. But in summary the implications of 
enlargement seem to m e to fall under four main headings. 

a. POLITICAL 

13. A rebuff to the Greeks would have endangered the stability of the 
Karamanlls Government and increased the threat of a Communist or military 
takeover, thus weakening the Southern Flank of the North Atlantic Treaty 
Organisation and endangering the stability of the Eastern Mediterranean. 
The admission of Greece should contribute to the opposite results. On the 
other hand the future of democracy in Greece will still be at risk even if 
they are full members of the Community. And a Communist or military 
takeover after entry would create serious problems for the Community. 
Could the other Member States freeze the membership of a member who 
left the democratic fold ? Much would depend on the circumstances at the 
time and I do not think that we can come to a conclusion in advance. (The 
same applies to existing members, eg Italy.) Greek membership will cause 
awkward political problems for the other Member States if by that time 
Greco-Turkish relations have not improved and if the Cyprus problem 
remains unsettled. Greek membership will not add anything substantial to 
the weight of the Nine in international affairs. 
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14. The pros and cons of admitting or vetoing a democratic Spain point 
strongly, as for Greece, against a veto. The same danger of a failure of 
democracy would be present. On the other hand, Spanish relations with 
third countries would not cause such problems and a democratic Spain would 
add considerably to the weight of the Nine in the Community's relations with 
certain parts of the world. Much the same goes for Portugal, which would 
however add less political weight. 

b. ECONOMIC 

IS. The admission of one, possibly two or even three, relatively poor, 
substantially agricultural Mediterranean countries would have considerable 
economic disadvantages for the Community as a whole and particularly for 
us as one of its weaker members. Our share of the Regional Development 
Fund and of the European Social Fund would be reduced. And the new 
arrivals would be substantial claimants on Community agricultural 
expenditure which would be bound to Increase substantially, Greek 
accession alone could cost the Nine up to £150 million a year at 1975 prices 
(and the United Kingdom perhaps £25 million). And Spain in particular 
could be a major additional burden. Thus our net contributions to the 
Community budget will increase. And the possibility of our getting 
anything substantial out of resource transfers from the richer to the poorer 
members of the Community will be greatly diluted. At the same time some 
of our older and more vulnerable industries, especially textiles, would 
face damaging competition without the safeguards given by existing 
association agreements. And we would face protectionist pressures - in 
the form of resistance to cuts In Community tariffs on the products of 
Mediterranean agriculture. 

c. POLICY MAKING 

16. Over a whole range of Community policies, existing and emergent, 
the new entrants would pursue interests different from ours. In external 
trade they would join the more restrictive and inward-looking members of 
the Community (in particular France and Italy); In terms of agricultural 
policy they would join with the French and Italians in exacting as high a price 
as they could for the support of Southern European agriculture. They would 
try to squeeze as much as they could out of Community regional and social 
expenditure; and this would be a drag on the development of Community 
industrial policy and would make progress towards Economic and Monetary 
Union even less likely than it is now. 

d. NATURE AND MANAGEABILITY OF THE COMMUNITY 

17, But what will be the effect on the nature and manageability of the 
Community of the admission of one and possibly three Southern 
Mediterranean countries? Even now the Community has barely digested 
the three new members it took in 1973. Would a Community of 10 and even 
more so 12 - with the Commission suitably enlarged to provide for Greek, 



Spanish and Portuguese Commissioners and with three extra languages 
have got past the point of unmanageabllity ? And to what extent would the 
centre of gravity of the Community be shifted towards the south where there 
are fundamentally different attitudes towards taxation and administration? 

18. I think that we have to face the fact that there will be some 
substantial disadvantages both in the economic field and in terms of 
manageability of the Community, It will be a Community different from the 
one we joined and more difficult to manage. It can, of course, be argued 
particularly if the Community's functioning continues to improve - that new 
members joining one by one at Intervals over the next six or seven years or 
so could be assimilated. There will be a desirable side effect in the sense 
that the advent of between one and three new members over the next 10 years 
as different from the existing members as Greece, Portugal and Spain will 
reinforce the trend already evident away from a fully-fledged federation in 
Europe. And we need, of course, to remember that the disadvantages of a 
veto on Greece or a democratic Spain or Portugal would be very serious. 
But we should be clear that whatever the justification on balance for the 
admission of these new members and despite the fact that there are some 
mitigating factors, the disadvantages both for the Community and for the 
United Kingdom of their admission will be marked. 

19. Should we therefore veto or openly delay the Greek negotiations and 
the possible accession negotiations for democratic Spain and Portugal later 
on? As I have said already the political arguments against this seem to me 
compelling. There are certain things which we could do. We need to 
insist on a full examination of all the detailed points of interest to us which 
will arise in the Greek accession negotiations and to ensure just as the 
French did in 1970-72 that full account is taken of our interests. And we 
can be confident that other Member States will also Bee difficulties for them 
and will be doing the same. Secondly, we need to set in train a study of the 
implications of the accession of Spain and Portugal on lines similar to the 
one we have done in relation to Greece. And, thirdly, this general 
problem may come up with the other Foreign Ministers of the Nine at the 
next very restricted Schloss Gymnich type meeting in the second half of 
this year when Greek megotJationg will probably be under way. If so, my 
aim would be to try and bring home to the French and Italians some of the 
economic disadvantages attendant on the admission of Spain and Portugal 
and to my colleagues generally the difficulties of manageability which several 
new members would cause. But I would need to be careful not to appear to 
take the lead in opposing the admission of new members. 

20. Another possible course would be to alter the decision-making 
machinery of the Community so as to put powers of decision in the hands of 
an inner group. This could take the form of the "directorate" which 
President Giscard has recently floated. Or it could be a version of the two
tier idea originally put forward by Herr Brandt and taken up again in the 
Tlndemans Report. I do not think that ideas of this kind would work either. 
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For an inner decision-making group to consist of the major powers in the 
Community would be unacceptable to the smaller countries. For a 
directorate to consist on a basis of rotation of certain of Ihe major 
countries and some of the smaller ones would run up against the obvious 
obstacle that neither France, Germany nor we ourselves could countenance 
exclusion even for a period. And if we sought to give second-tier 
membership to some of the new members this also would be fiercely 
resented and would not get general Community support for the practical 
reasons which I mentioned earlier that no-one would wish to damage their 
own interests In these countries by seeming to want to take the lead in 
condemning them to an inferior role. 

2L A better course would be to intensify bilateral contacts at all 
levels between ourselves, the Germans and the French. The Germans and 
the French and the Germans and ourselves already have such contacts. I 
am taking steps to promote Anglo-French contacts of the same kind at 
official level and although it is more difficult to get on with the French than 
with the Germans I shall see what we can do to get it agreed that the French 
Foreign Minister and I should meet bilaterally about twice a year and with 
similar arrangements between President Giscard and the Prime Minister, 
It would be an illusion to imagine that, given our present economic 
difficulties, we can be as important to the French and the Germans aB their 
relations with each other. But I think we can establish a better working 
relationship with the French if we put a bit of effort into it. And this 
could be combined with some simpUficationB of working procedures. Ways 
in which we could make the Community work better will be discussed 
during the consideration of the Tinderoans Report which will, usefully from 
our point of view, probably be coming to the decision-taking stage during the 
British Presidency. 

CONCLUSION 

22. The admission of new members will not on balance be to our 
advantage. W e can take some comfort from the fact that they will probably 
be joining one by one and at intervals over several years, and from the fact 
that their accession will strengthen the trend against European federation. 
If we can establish a sound working relationship over the next three or four 
years with the French as well as with the Germans and we can take some 
sensible steps to improve and streamline the decision-making processes and 
if we can meanwhile push Community policies firmly on to lines which 
better meet our requirements it may be that the Community would be able to 
assimilate the likely new members without its manageability getting out of 
control. But we shall have to face the fact that the economic disadvantageB 
for us will be substantial, and that it will be difficult to run the Community 
In ways satisfactory to us. I do not think that outright veto or delay would 
be a practicable policy In terms of the admiasion of new members. But I 
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think that we ought to set on foot now a study of the Implications of 
Portuguese and Spanish accession and that I ought to be prepared to discuss 
this question in confidence with m y colleagues in the Community at the next 
Schloss Gymnich Foreign Ministers meeting. 

A C 

Foreign and Commonwealth Office 

8 June 1976 
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SOUTHERN EUROPEAN COUNTRIES1 TOTAL TRADE (EXPORTS ARD IMPORTS) WITH THE WORLD IN 1974 (V£$ MILL 

GREECE SPAIN PORTUGAL TURKEY 

6415.2 22438.9 6774.5 5309.0 

PROPOPROPO--ITIONS DP SOUTHERN EUROPEAN COUNTRIE3' TRADE WITH EEC 1MEMBERS IN 1974 (tf) 

B3LG./LUXB3LG./LUX.. 3.0 2.6 3.2 3.3 

D3EKARX 0.4 0.6 1.3 0.6 

FRAUCE 6.7 9.8 7.0 5.9 

GERMANY 17.8 11.2 11.8 19.3 

IRELAND 0.1 0.3 0.3 0.1 

ITALY 8.6 5.4 4.6 6,8 

32THERLANDS 3.9 3.3 3.2 3.2 

EEC 8 40.4 33.2 31.3 39.1 

UK 5.0 6.4 13.6 6.6 

EEC 9 45.4 39.5 45.1 45.7 

Source: IMP/IBRD 
DIRECTION OP TRADE 



IX. EEC countries' Total World Trade in 1974 (US$ millions) including Intra-EEC Trade 

Proportions of EEC countries1 Total World Trade with 
Southern European countries in 1974 (%) including Intra-EEC Trade 

GREECE SPAIN PORTUGAL TURKEY 

B3LG./LUX. 

DEEI-IARE 

57974.6 

17595.6 

0,3 

0,4 

1.0 

0 .9 

0 . 4 

0.6 

0.3 

0.3 

0
Z

O
Z 
-1 
%

 ?RA!IC3 
' 

 GSRKAtfr 

 IRELAND 

ITALY 

99359.7 

158623.0 

6448.5 

71121.1 

0.5 

0 .9 

0.1 

0 .9 

2.5 

1.6 

0.9 

1.6 

0 .5 

0,5 

0,3 

0.5 

0.4 

0,6 

0.1 

0.8 

NETHERLANDS 6728k.5 0.4 1.2 0.3 0.3 

478607.0 0.6 1.6 0.5 0.5 

UK 92766.0 0.4 1.5 1.1 0.4 

ESC 9 571373.0 0 .6 1.6 0.6 0.5 



Proportions of ESC countries' Total World Trade witfe 
Southern European countries in 1974 (%) oxcludlng Intra-SSC Trade 

n 
0

m

DSHKaBK 

 FHAWCB 

 BBHMAHT 

ITALY 

KSTHSRIAITOS 

BBC 6 

EEC 9 

18634.3 

9799.3 

49802.4 

85505.0 

1873.5 

U0090.0 

23867.4 

229571.9 

61793.0 

291364.9 

GREECB 

1.1 

0.8 

1.1 

1.6 

0 , 4 
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1.2 
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2,3 
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PORTUGAL 
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1.0 

1.1 
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1.2 
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0 .9 

1 .0 
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1.1 
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0.5 
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IN 197'-) (MO 9 a 100) 

AGRICULTURE fa) INDUfflfRY (bl 

BE1&./X0X. 3 . 6 3.8 
DENMARK 4 . 4 2 . 2 

PRANCE (e) 29 .0 26 .2 

GERMANY 19.9 36.1 

IRELAND 2.5 0 . 4 
ITALY 24.1 1 1 . 4 
NETHERLANDS (d) 6 .2 5.3 
UK 10.3 14.7 

EEC 9 100 .0 = US$ 50.7 100.0 (c) 
b i l l ib i l l i 0 1 10 1 1 99 

£ of EEC 9 US3 56 of EEC 9Total b i l l i o n s Total biiUPJfe 

GREECE 6.5 3.3 1.0 5 .2 

PORTUGAL 3.6 1.8 1.0 4 . 0 

SPAIN 15.3 7 . 7 4 . 3 21 .7 

TURKEY 10 .7 5 . 4 1 .2 6 , 0 

Source: OECD Estimates 

NOTES: (a) Includes agriculture, hunting, forestry, logging,
fisheries, viniculture, horticulture. 

(b) Includes manufacturing, gas, water, electricity,
construction, mining and quarrying. 

(c) Totals do not add precisely due to rounding. 
(d) Based on 1972 data. 
(e) Based on 1974 data. ^ 
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ANNEX B 

GREEK AFPLICATlCtf FOR OGMKUNHY NMBERSHIPi PRACTICAL 
IMPLICATIONS FOR THE UNITED EQTCDCK 

1 . This paper assesses the praotioal Implications for the United Kingdom 
of Greek membership of the CoEouaity; and indicates the objectives we should 
pursue and the interests we should aim to safeguard in forthoatning Comunity 
work on the Greek applications' 

I. BACKGROUND 
a. The Greek Econooy 
2'. Sane basic facts on the Greek econooy are sxcarised at Appendix A- lite 
main, points are 

a. Greeoe has a GDP per head of 11,790 (1973 estimate) - a little under 
half the Cocmunity average. Compare Ireland, the poorest existing nenber 
of the Ccraaunity, with a ODP per bead of 12,130; Spain with *lj750( 
Portugal with $1 ,250; and Turkey with $540, 

b. In 1971 40 per cent of the Greek working population of 3*3 Billion 
were in agriculture - a high proportion as can pared with other Southern 
European countries, except Turkey. The industrial sector remained 
relatively small, at sooe 17 per cent of total employment. 

c. Services (including tourism and shipping) and remittances from 
workers abroad are of major in portance to the economy, but are vulnerable 
to econonio developments outside the Greek OovernmenVa control. 

d. Over 50 per cent of Greece 's visible import and export trade is with 
the nine EEC countries! Germany and Italy are the two largest suppliers, 
with market shares of 17 par cent and o psr oent respectively. But Greeoe 
accounts for only l per cent of total EEC exports, and only 0*4 per oent 
of total EEC in ports. 

w a ae. The value of United Kingdom exports to Greece in 1974
£105 million^ imports fron Greece were worth about £68 Billion, 
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b. The EEC/Greece Agreement 
3 . The EEC/Greece Association Agreement (entered into force in 1962) , was 
epeoifically designed to pre para Greece for full membership of the Community in 
the period up to 1984 . Under its provisions all Greek industrial goods and a 
wide- range of agricultural products already receive duty-free entry into the 

aSix. Since November 1974 largo proportion of the Six*s industrial and 
agricultural exports to Greoce have also been clirty-froe, jjy July 1977 the now 
Member States Will give and receive the sane treatment as tho original Member 
States. The remaining Greek duties on the enlarged Coununity's industrial goods 
will be progressively reduced, and abolished by 1984, when full Custone Union 
will be aohievod. After 1977* when the safeguard provisions at present available 
to the three now Member States end, United Kingdom scope for taking action against 
imports from Greece will in effect be United to the measures available under the 
SEC Treaty. 

4 . The Agreement also provides for the hamonianXion by I984 of agricultural 
policies between Greece and the Conaunity, to Enable Greece gradually to adopt 
arrangements oa the lines of the CAP. Little progress has been node in this 
area so far. 

c. Prospects for the Greek Economy 

5 . The Greek economy grew rapidly in the 1960s and early 1970s . There was 
nonetheless a considerable net outflow of labour abroad, nalnly to Western 
Europe and particularly to Germany where over 200,000 Oreeks were estinated to 
be working in 1974- Substantial continuing deficits in overseas trade were 
partly offset by workers1 remittances from abroad and by earnings fron shipping 
and tourism. In 1973-74 growth was checked fi*st by economy measures to counter 
inflationary pressures, then by political instability, tho Cyprus srisis, and 
a- deteriorating balance of payments. Given the uncertain prospects for the 
invisible earnings on which Greoce is heavily dependent the balance of payuente 
is likely to remain a major constraint. 

6 . The aim of successive Greek governments has been to change the eooncoy by 
programmes of agricultural rationalisation and industrial development. If this 
is to be achieved, a considerable adjustment will be required. The 
modernisation of agricultural production is likely to release a supply of 
relatively cheap labour into tho manufacturing sector; this could provide a 
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stimulus but surplus labour will not be easily absorbed and the protection of 
employment in both industry and agriculture 1B likely to bo a major continuing 
oonoern of Greek governments, lhe prooess of modernisation nay be encouraged 
by the existing EEc/Greeoe agreement, and might be further accelerated by full 
Deabsrshtp of the Community. But i t is uncertain whether the Greek oconaoy as 
it stands oould sustain the continuing in pact of integration with the Conounity 
without speoial protective and support arrangements, although Greek JCinisters 
and OfficialB have expressed their confidence in their ability to meet the 
regaining commitments under the Association Agpeeosnt an tine and even to 
accelerate them. 

II. ECCNCIIIC IKPLICiiTKWS OF GREEK A0CE8SICB 
a. Trade and the B&laaoe of Payoents 
7. Huoh of what would be involved in Greek membership of the Com unity - i n 
particular free trade and the harmonisation of agricultural policies - i s 
already provided for in the EEC/Oreeoe Agreement which has applied to the t

United Kingdom since 1 July 1975* In the longer tern, full aeBbership nl^it 
tend to inorease Greece's (already oonsiderahle) dependence on the Community 
of Nine as a trading partner. But the direot effects on visible trade 
including our own trade balonoe - would ba small. On the import sloe for 
exaople, acoess for most of our food imports froo Greece (sons £25 million 
worth of mainly Mediterranean produce) Is already duty free. It Is likely 
that the effects on invisibles would be equally slight. Greece, does not 
ccnpete significantly with the United Ktngdco in the provision of financial 
and other service a in international markets (other than shipping, which is 
mentioned below) and In any case the direot impact of Community neBbershlp on 
Invisible trade - given the limited degree of haxmonlsation achieved In this 
field so for - is relatively modest. 

8. On capital movements, there is no risk of any significant balonoe of 
payments cost from Greece1! bsocoin£ a fall member of the Community until we 
are In a position to meet our obligation to liberalise outward direot in vest
meat e to other Member States, and theft only if Oresoe should bsocos ouch ooro 
attractive to united Kingdan invest ora. let United pa&m outward direct 
investment in Greece totalled only £4*0 million in 19731 "*t inward Invest
meats were even mailer. In the longer term, United Kingdom investment in 
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C O N H p E f t i T i A I -

Greece may increaaa as a result of the reoent discoveries' bfminerals 
(including oil); tot" this: is -fliffiouitPquantiiytfcid nay take place 
whether or hot Greece jointftfce-CaCBrtanlty. 

9 . - In two^c^rs^teflctilwe-Ttfid?-shipping ̂ Oreefc-iaetibership of tho Corounity 
might (though this is uncertain) have soae adverse inpact -on. "United Kinjclon 

a j"-,£i k  W interests. Details are at Appendix B.  ^

1 0 . G*eek aenbasship-of the Coonunity eould have a-significant impact-in the 
field of caxiercial policy. From the United Kingdom standpoint it might well 
adversely affect the balance of econonic interests in the Community as a whole. 
Following Creole accession, Groooe^ Italy andfertooe;icoul^ tô fetner- bW"expebWl 
to foro a "Mediterranean bloo" in view- of their common interests in such 
commodities as wine, olive .QU,* tobacco and citrus; this would strengthen tho 
pressure within the Coaauni^ tpwa^ds^^ater^p^o^ectionisn in agriculture,
and would make it more difficult to obtain the fvj-ther improvemente which we, 
are seeking in access for foo4 imports froa third-countriesi The special 
problem of agriculture apart.the,Greeks might -tend to side with those elements f

in the Cozmunity^whic^ f^yre^a^yaly i^^^f(reeted.^,devaloping trade with 
third countries, and would b* care ponoerned with retaining protected markets 
within the Community (although they will continue to attach importance.to their 
trade links with their Balkan neighbours).. Greek membership would therefore 
make it more difficult to ensure that the Coqmunity follows a liberal and 
outward looking approach in the GATT multilateral trade negotiations and in 
commercial polioy generally. 

b. Agriculture 

1 1 . The Com unity i  already committed, under the EEC/Greece agreement, to 8

discussions with Greece on the haraonisation of agricultural policies. Because 
of the backwardness of- Greek agriculture, harmoni section will involve major 
improvements in the structure of" halaljfgf and" Greece has already sought grants 
from FEOGA of 150 mua for this purpose. -" Under the Association Agreement the 

rharmoniaatica process could extend over the period up to 1984o  even later; 
if Greece became a full-mentor of the Ocoeunity it Is likely that a lengthy 
transitional period would stLll be required, but the pace of Greek adjustment 
to the CAP would almost certainly be accelerated with a consequential increase 
in the cost to Community funds and hence to the United Kingdcc. 

8 



1 2 . Many of the agricultural commodities of most interest to Greece - in 
particular wine, fruit and vegetables and olive oil (see Appendix At Table 5) 
are also of importance to sensitive producer interests in Italy and France. 
Negotiations on the transitional arrangements governing Greek accession to the 
Cotam unity in these areas are likely to be difficult. In general we can leave 
it to the other Member States directly concerned io make the running: but 
there is a real risk that Italy and Franca may demand compensation - in the 
form of increased subsidies from FEOGA, or of increased protection against 
imports from third countries, or a mixture of both - for the damage they 
would allege Greek membership would cause them. Any such compensation would 
involve additional costs to Community funds or to United Kingdom consuners, 
and we should need to resist it, or if necessary, to argue that we would 
require compensating concessions on access for food imports or the internal 
operation of the CAP to offset the costs we would face. 

13* More generally, the strengthening of Mediterranean agricultural interests 
inside the Community as a result of Greek membership would make it more 
difficult for us to secure the improvements we are seeking in the operation 
of the CAP. In particular it would be harder to contain' CAP price levels and 
FEOGA expenditure, especially for Mediterranean commodities like wine and 
olive oil. There would be a consequential cost - unquantifiable, but possibly 
significant - to United Kingdom o on aimers and to public expenditure, without 
commensurate benefits for our own agricultural producers. 

c. Financial Aspects 
i. The Community budget 

1 4 . Greece would be a substantial net recipient of funds from the Community 
budget if she were to become a full, member of the Community. She would, 
therefore impose a. budgetary cost on the other Member States including the 
United Kingdom. The cost is diffioult to quantify, and will itself depend on 
the outottos of the accession negotiations with Greece; but on the assumptions 
outlined in Appendix C full Greek membership in I98O or soon after could cost 
the Nine up to £150 million or so a year and the United Kingdom perhaps 
£25 million a year (in 1975 prices). 
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15, O  t m m ^ grosB budget contribution would probably be quite large, in 
proportion to her eoonoaio weight in the Community. In the longer tern, 
full membership might tenfl to reduoe Greek dependence on Imports from out
side the Community. But in period up to 1990 (and perhaps for sons time 
thereafter),, she would be likely to pay heavy levy end duty payments on 
imports of beef and lamb, and third countries are likely to oontinue to 
supply a large proportion of her manufactured goods. This would mean paying 
the full CCT on these imports. In 19?6, Oreeoe's gross contributions oould 
be about 3 par oent of the Budget while her. share in.Community GDP would be 
only some 2 per cent. 

16 . But Greece'B budget receipts would probably be even larger. There are 
two reasons. The largest single item is likely to be payments from FD004, 
which would be subrtantial in view of Greece's large agricultural seotor 
perhaps up to £150 million a year by 1?80. Seoondly, with a very low 
standard of living, Oreeoe would be likely to reoeive substantial payments 
from both the Regional Fond and the Sooial Fund - perhapa totalling some 
£110 million by I98O. These reoeipts oould together amount by 1980 to 
6 per oent or more of the budget. Retails of the calculations are at 
Appendix C. 

17. Aa a net recipient from the budget, Greeoe would not be eligible for 
reoeipta from the Budget Correcting Meohanism. But Greek membership would 
increase the size of the budget and thereby increase the maximum size of 
the Correcting Mechanism, whioh in turn oould lead to Blightly greater 
Unitad Kingdom reoeipts. 

il. The Sooial Fond and the Regional Fund 
19. The estimate of a new budgetary oost to the United Kingdom.of around 
£25 million as a result of Greek aooeaaion to the Community takes aooount 
of the impact of Greek membership in two areas of Community expenditure 
the Sooial Fund and the Regional Fund - in whioh we are at present 
significant net benefioiaries. Our net receipts from; the; Regional Fund 
are expected to amount to around £60 million over the three years 1975-77; 
our net allocations from the Soeial Fund in 1974 were over £13 million. 
In both areaa there would be a risk, if Greeoe joined the Community, of 
a reduction in our share of receipts and/or an increase in our contributions 



to help finance increased expenditure under the two Funds. Even if we 
were able to avoid a significant deterioration in our net position, Greek 
aooession would increase the ooet of the Fund to donor oountriea like 
Germany, whose resistanoe to further expansion of Community expenditure 
in these areas would be strengthened. So the prospects of a worthwhile 
net return to the United Kingdom in the longer term would be greatly 
diminished. This in turn would reduoe the soope for alleviating the 
adverse impact of the Community budget on the United Kingdom through the 
development of Community expenditure polioies from whioh we oould expect 
to benefit. 

19* It will be in the interest of all the existing member states to 
minimise the cost of Greek aooession to the Community. He however will 
have a particular interest in pressing for the firmest possible safeguards 
for existing net beneficiaries from expenditure under the Sooial and 
Regional Funds. Specifically, it may be necessary to resist pressure to 
treat Greeoe as gemerouely as say, Ireland. It is; likely to be to our 
advantage to have the past-1977 "shape of the Regional Fund (in particular 
the per oent age *keyt by whioh the resources available are distributed) 
Settled in advance of the confirmation of Greek membership. 

20. A detailed assessment of the effect of Greek membership on the Social 
and Regional Funds is at Appendix C. 

ill. The European Investment Bank and the European Monetary 
Co-operation Fund 

£ 1 . The first financial protocol to the mc/Oreeoe Agreement provided for 
lending from the K B to Oreeoe in the period 1962-67. A second financial 
protocol Is now under negotiation, whioh is likely to pre-empt a sub
stantial proportion of the limited funds available for lending to non
member states. 

22. While Greece remains a non-member of the Community her demand for 
SIB loans can be seen in the context of the Bank*s oapaoity to lend to 
non-Members. There is no competition with funds destined for the 
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United[Kingdom. If, however, Greece were tp become a member, her demand 
for project loans would compete directly with our own. Given that no 
further increase in the Bank's capital base is currently in prospect, 
it ia likely that some of the money at present coming to ua would bs 



diverted to Oreeoe, The consequential loss is difficult to estimate; 
hut the EXB is a useful aouroe of loan finance (loans totalling 
£211 million have been granted to &&te) and it is for consideration 
whether we should aim, in the oontext of the Greek accession negotiations, 
to secure arrangements designed to ensure that the Bank will continue to 
have adequate funds available for lending to the United Kingdom. 

23, As a member of the Community, Oreeoe would be entitled to participate 
.-w : - : .'v. . \i" 

in the Bhort-term facilities administered by the European Monetary 
Go-operation fund, under whioh oredit may be extsnded to members who are 
in balanoe of payments difficulties. The United Kingdom would have to 
increase its contribution to the Fund accordingly - perhaps by £5 million. 

d. Other Aspects 
24. An assessment of the implications of Greek membership of the Community 
in the fields of movement of ̂ abour. health and sooial security, transport, 
the environment, energy policy. EURATpft and ECSC is at Appendix B. The 
impact in most of these areas would be marginal. . Greek accession would 
however be likely to bring forward the date at whioh free movement of labour 
(already provided for in the EEC/Greeoe Agreement) 1B achieved between 
Greeoe and the Community. This could raise difficulties for us, particularly 
if It accelerated progress towards free movement of labour with Turkey. 

Ill, INSTITUTIONAL IMPLICATIONS OF GREEK ACCESSION 
25. The institutional arrangements within the Community are weighted 
according to a rough population oriterlon. The population.of Oreeoe (9 million) 
seems likely to give.lt a weighting oomp&rable to that of Belgium (10 million). 
Greek Membership would require adjustment to the Treaties to give Greeoe full 
participation in the institutions on the same lines as those set out in the 
Treaty of Aooession in 1972 (Part two, Title l). The main changes would be 

a. The Assembly. The number of seats allocated to Greeoe would 
depend on how at that time the Assembly Itself had developed, what its 
size was and espeoially whether there was a uniform prooedure for the 
direct election of Members by universal suffrage in aooordanoe with 
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Article 138 of the EEC Treaty. At present Belgium has 14 seats 
out of 198 (7 per oent) but this proportion would he likely to 
diminish if the Assembly^ present proposals for expansion (the 
Patijn Beport) were accepted. 

b. The Counoil. The Rotation of the Presidency, and the weightings 
for qualified majority voting would need to "be changed. 

o. The Conniesion, A Greek commissioner would be appointed, with 
the opportunity for him to take his turn se Vice-president (assuming 
the present organisation of the Commission). 

d. The Court of Justioe. A Greek judge would be appointed. 

e* The Economic and Sooial Conlttee. The Membership would need 
to he increased, probably by a further 12 seats (4 in each group), 
if Belgium is the pattern. 

f. ECsC Consultative Committee. An increase of Membership would 
also.be neoeseary, but its preoise size would depend-on calculations 
about the sis* and strength cf that sector of Greek Industry. 

26. Greek Membership would unless the existing rules were changed, whioh 
would be very difficult to oohieve, require an additional language to be 
used, with substantial but unforeseeable oonseqaanoes for linguistic 
(translators and interpreters) and oleriasl/dooumentary staff in each of 
the Community institutions. In addition, Greek officials would need to 
be appointed to each of the institutions, though it is not likely that 
there would be an equivalent disturbance to that which faced the Community 

 B h a r e when the United Kingdom, Denmark and Ireland aooeded in 1973. A ****
for Greeoe (comparable to Belgium) in the Commission or the Counoil 
Seoreteriat would be about 5 per oent of the Senior (A) grades, and a 
comparable proportion among other grades. The Commission has not yet 
Bade any Btudy of the praotioal problems involved but the difficulty of 
bringing in Greek staff, who would of course have to be linguistically 
qualified, would partly depend on the financial climate at the time, the 
speed with which i t wae decided to bring them in and how far new poets 
could be added to the existing complement without the need for compensating 
reduction among nationals of other member states, 
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27. More generally, the Community^ decision-making machinery does not 
work easily, even with nine Members! each additional member and 
additional language is likely to compound the practioal problems of 
making the Community operate effectively. 

IV. SUMMARY AND CONCLUSIONS 

28. The main conclusions of the foregoing analysis of the likely practical 
oonsequenoes of Greek membership of the Community are as follows 

a. In comparison with the rest of the Community the Greek economy 
is backward, and, although progress has been made in recent years 
and the Greek Government seem confident about the future, it is by 
no means olear that the Greek economy oould stand closer integration 
with the Community without special protective arrangements. 

b. Greek Membership would strengthen the pressures within the 
Community towards greater protection in agriculture, and trade (at 
least in agricultural produce), and would make it more difficult to 
keep down.the oost of the CAP and to ensure the Community followed 
a liberal and cutward-looking approach In oommorci&i policy. 

c. As a full member of the Community Greece would be a substantial 
net recipient of funds from the Community budget (perhaps as muoh as 
C150 million a year). She would be likely to obtain substantial 
payments in view of her large agricultural sector from FEOGA, and 
in view of her relative backwardness, from the Sooial and Regional 
Funds - possibly directly at the expense of United Kingdom receipts, 

d. The difficulties involved in making the Commuaity*s decision
making machinery work effectively would be compounded by the addition 
of a new member and a new working language. 
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TIE GREEK SCOIIO:̂  - B.\SIC FACTS 

Table 1: Greece and the Community compared 

Population aid 1973

Employment 
(estimated) 1973 

Total Civilian
of which: Agriculture

Industry
Other

GDP per head 1973*

GDP*
"by sector Agriculture

Industry
Other

GDP annual volume grovrth 
at 1970 prices 

1968-73 

Table 2: Greek Exports and Imports 
by Commodity, Group 

Pood, beverages, tobacco 
oil and products 
raw and somi-rrcrked materials 
manufactured goods 
Total 

GREECE 

S.972 

 3 . 32 

 3 4 . 1 

 25-7 

 4 0 . 2 

 $ 7 9 0 

 £16.060 

 2 0 . 4 

 3 2 . 4 

 4 7 . 2 

8 ,9

Ei:c 

256.7 million 

102 .0 million 
9 . 2 per cent 

43*3 per cent 
47*5 per cent 

AllO 

£1055 billion 
4 . 9 per cent 

46*1 per cent 
4 9 . 0 per cent 

 4 . 8 per cent 

* at current prices and exchange rates 

US $ million 1973 
Exports fob Imports cif 

404 424 
426 202 948 603 

1687 
1444 3455 

Table Greek Exports and Imports by 1973 £ million 
area Exports fob 

Total OECD 

of which ESC 

1043 

794 

Imports cif 

2668 

1737 

Germany 312 
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n w m / ? ) 

Franco 
Italy 
United Kingdom 
North America 

96 
137 
101 
113 

n.a. 
316 
195 
303 

Sino-Sovict area 170 190 

Other 231 603 

Total 14V+ 3463 

TflhlR y
payments 

r.7*ftnV Blanco of'Current 
on 

Account 
1974 

£ million 
1972 

Exports fob 
Imports cif 
Trade balance 

1774 

4635 
- 26*61 

859 
2407 

- Z545 

Services and Transfers, net: 
of which foreign travel 

shipping 
emigrant and
worker remittances 

1642 
306 

721 

 645 

1204 
297 

358 

575 

Current balance - 1219 - 344 
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Table 5: Greek Agricultural Production: Main Connoditiea lo?? 

PRODUCT GREEK PRODUCTION ESC PRODUCTION GRK5K TOTAL AS COKBBKTS 
£ OF SEC 

Apples 
Peers 
Peaches 
Oranges 
Clcnantines. Handarins and 
Satsu-nas, etc 
Lemons 
Tontf-toes 
Grapes 

Mutton & Lamb 
Milk froa Sheep & Goats 
Total Uilk 
Olive Oil 
Wheat 
Vlho&t subdivided: 
Soft wheat 
Durun iruoat 
Rice 
"tfine 

240 
ISO 
250 
450 

40 
150 

1,208 
1.560 

66.34 
818 

1,346 
402 

1,738 
1,30? 
431 
82 

4,610 

6,496 
2,374 
1,791 
1,566 

348 
735 

4,480 
1,151 

459 
"1,664 

97,615 
5,462 

U , 2 3 6 

38,200 
3,036 
1,117 

168,824 

3 .7 
5.1 

14.0 
31.0 
11.5 
19.0 
27.0 

14.5 
49.2 
3.1 
7-3 
4.2 

3,4 
14.2 
7.3 
2.0 

Figures in '000 tonnes 
ii M tt 
it II 
ir n 

n tt 
i t t t 

it it 

" * " Fics not 
comparable - E X fig. excludes 
for wine and dried fruit 
'000 tonnes - 1972 figures 

.i ..  l 9 7 1 

" " - 1972 " 
B - 1973 

it n 
tt n 

*000 hectolitres 



Table 5 : Greek Agricultural Production: Main Comnoditiea 1?73 

PRODUCT GREEK PRODUCTION EEC PRODUCTION GREEK TOTAL AS COMMENTS 
^ OF EEC 

Apples 
Pears 
Peaches 
Oranges 
Cleaantinea, Mandarins and 
Sfi.t3u.-aaa, etc 
Lemons 
Tomatoes 
Grapes 

Mutton & Lanb 
llilk froa Sheep & Coats 
Total Uilk 
Olive Oil 
THieat 
"'hoat subdivided: 
Soft wheat 
Durun vrhoat 
Rice 
^ine 

240 
120 
250 
450 

4 0 
150 

1,208 
1,560 

66.34 
818 

1 , 3 4 6 
4 0 2 

1 , 7 3 8 

1,307 
4 3 1 

82 
4 ,610 

6,496 
2 , 3 7 4 
1,791 
1,566 

348 
735 

4 , 4 8 0 
1 ,151 

459 
1 , 6 6 4 

97,615 
5 , 4 8 2 

4 1 , 2 3 6 

3 8 , 2 0 0 
3 , 0 3 6 
1,117 

1 6 8 , 8 2 4 

3-7 
5 . 1 

14 . 0 
31 .0 

1 1 . 5 
1 9 . 0 
27 .0 

1 4 . 5 
4 9 . 2 

3 . 1 
7 . 3 
4 . 2 

3 , 4 
1 4 . 2 

7 . 3 
2 . 0 

Figures in  r 0 0 0 tonnes 
n it it 
n ti n 
it w tt 

n it w 
n it it 
n tt it 
" " " Figs not 

comparable - E.JC fig. excludes grapes 
for wine and dried fruit 
*OO0 tonnes - 1972 figures 

.1 . l g ? 1 

" M - 1972 " 
" - 1973 

n ft 
it if 

*000 hectolitres 
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Greet.: production of textiles is increasing; continuing oxpcnaicii 
aeons likely in vie.; of the fiveiXieilitv of relatively cheap labour froa 
the e;;ri cultural sector. In December 197-V, the United Kir-sdoE: introduced' 
restraints on imports of GreeJt eptton yarn. After July 1?77, rrncz C-rcc:; 
industrial £02ds rdl! *co duty free, the safeguard provisions available to 
the no-.7 "oncer States vrill lapse, and se rill no longer to able to tsin 
aueii effective action. .!:o^ever in 1974 Greelc textiles represented only 
0.i£* of the United Kin£dcea' a total textile inports although Greek cotton 
yarn forzod 7^ of total .cotton ycrn imports. 

2. SKIPPED AJJD SHISUXLPIKG 

(a) Shipping 

At presont there is no Cosaunity shipping policy ani the EKC/&reoce 
agroeF^ent has no effect on shipping.- If Greece becece a full ceaber 
of the Cccm-iTiity baysver she slight exercise considorfcble influence 
on futxiro developments in the field of shipping policy. Although
tvro thirds of the Creek torjiage is non-tanker, cc-pcrsi irith half the 
ICC tonnage, and the Greek fleet is also considerably older than ct;r 
own, the Creek registered fleet would be the second largest in the 
Community, after the UK, Sot

(i) if a coErjunity shipping policy ̂ as adopted and was based 
on general Si- competition policy, the BE would have to face 
increased competition fTon its E£C rivals, of which Greece rrould 
be the most important. 

(ii) if the 230 were to restrict enployment in afttpplnv; to 
X£G nationals, Greeco could be a source of experienced cen^orrer 
for the UK. 
(ill) if the SJ.C were to adopt a united approach to the tC. Liner 
Code (aee £30(75)43* 21 July 1975) the affect" of oanbership could 
naan that the UK*a share in the proportion of trade tilth third 
countries, nhich could still be carried la SSC Bhippin;, vovld. "bo 
reduced

(b) SMpbuildlivT 

Greece has a very small shipbuilding industry. 6cfS of the countr;1 3 
requiresenta are provided by Japan and iflgS by the Cor^unity (in --hich 
the UK and -eat Garuany are the larGest suppliers). Since &reoe& is 
a large purchaser of ships, tho possibility of full Croefe ueabdrshi? 
of too Cvxau&ty night strengthen the Cocaunity^sbarffalningpoaiUon. 
particularly vis-a-vis Japan, which Jomiiritea the 7;orlS aarJcet-for 
ships. If, as a last rasort, protectioillstmeasures rere aSoptSr ay 



tho Co-r̂ iunity, the UK miî it benefit froa an inor&aas in orders
fron Greoce, 

5. gllESSY 

As far as energy policy is concerned, there could be a marginal 
advantage to the UK in Greek membership of the Coznunity. As thirds 
now stand, Tie are the only country of the Nine which, in tho short teivi, 
has tho prospect of producing oil in any quantity. In Greece, oil arl 
gas have been found in corsr-ercial quantities offshore; cocrcercial exploi
tation could begin in 1976, The presence of another oil producer albeit 
a srr-l 1 one in the Co-jaunity may be of some assistance in getting the 
sort of EEC energy policy we should like to see. There could also te a-i 
outlet in Greece for products of the UK'a growing offshore supply industry. 

!'.cribership of the Communities includes membership of Euratom. G-reece 
has currently no nuclear power capability and already posessoa electricity 
genera-tin/: capacity in excess of demand. There is a tentative plan to 
co-nission a first nuclear power station about I 985 . Greek ne-ber3hip 
of £urston could provide outlets for tho UK's nuclear construction £no, 
fuel - cycle industries but the impact would be saall. Exchange of 
materials, norkors and technology subject only to Euratom safeguards cov.ld 
lead to further nuclear proliferation, which would, not be in United Kingdom 
interests. 

5. gjnOEEHl COAL AND STEEL COMMUNITY 

G-reece has no Association Agreement with the European Coel and 
Steel Community but has applied for accession to all three Coa.T.unitiea. 

UK trade *ith Greece is Comparatively small. Imports of finished 
products, mainly plates and sheet, amounted to 16,600 tonnes in 1973 
and to 1 ,500 tonnes in 1974. Exports, mainly tinplate, plates end w^rc 
rod, T/ero 58 ,000 tonnes in 1973 and 4 0 , 0 0 0 tonnes in 1974. Steel imports 
from Greece into US pay the full rate of duty, io up to 8Tt for SCSC products. 
UK exports to Greece are liable for duty varying betweenfcjl and 24;* for 
most finished products. 

The Greek steel industry is expanding. Its current crude steel 
capacity is about 1 .5 million tonnes and it Is reported that this figure 
is to be doubled by 1977. Raw steel production in 1974 was reported"to 
be 850,000 tonnes, having increased from 450 ,000 tonnes in 1970. Output 
of rolled products is also increasing. In general, i-f-seecis lively that 
Greece'a accession to the ECSC would have little impact on the UK iron and 
steel industry. In view of the planned expansion of tho 3teel industry 
in Greoce, however, there could be some benefit to the UK in bringing 
Greece into the Treaty of Paris reglr.o, in particular within tha ;;:CSC pricisS 
rules. In the long term some benefit to our steel exports could also be 
derived from tariff reductions. The expanding Greek industry -.7ill become 
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art a&iiviorol Grain on the Conn.unity*s Cullies of ferrous nerap. 'jr:-L".'c, 
imports little fron the KCSC at present bccriuso of tho export coritrs-lt 
third countries but the scale of tho ncv; cls-mand should i:6t raise onv 
nificimt problems. 

6 . . transport 

Since Greece has no land frontier vrlth any EEC country, her accession 
to the Community would he unlikely to have any diroct impact on tho s;.l;;2 
of the Com,"unity1 s transport policy or network. On road haul;v:c, vre at 
present benefit from Greece's fairly liberal outlook"(v&ieh"hc.s"beer, eon
flraed by the terms of a recent bilateral agreement). There arescsb 
inciccticns that traffic bctffoen this country and Greece, which i 3 mostly . 
carried by UK operators, is groTTing: according to figures published in 
Ger;:,any, goods carried from Greece to U: increased from 800 tons in 1972 
to 2,5CO tons in 1973; snfl from UK to Greece from 800 tons in 1972 to 
4,£CO tons in 1973. However, the potential advantacs Is limited by the 
need for transit across non-3EC countries such as Yugoslavia iihich have 
a relatively restrictive regime on international transport. And, If Greece 
does *oir:, the fact that she may on political grounds tend to align her
self v/ith France, and that much of her trade is with Germany and Austria, 
nay load nor to adopt a-dess liberal outlotftwhich -rould conflict -sith 
our. interests. 

JTo particular advantages or disadvanUges are foreseen in road 
^assonycr transport and the impact for railways is likely to be very 
marginal. 

7. EnvaaoiiaBT 

It seems likely that environmental problems nay be worse in Greece, 
relative to the level of industrialisation, than in the Kine - except 
perhaps in Italy. This would not necessarily suggest a slô ring of progress 
in the Community's environments! progracmne but might add to pressure for 
a system of aids which would run counter to UK policy. 

8. H3A1TH AKP. ̂ DCIAL SECUREEY 

The UK has no agreement on social security *th Greece Our present 
information is that, although Greece a quite advanced social security 
scheme on paper, the scheme is hedly administered. ?o have accordingly 
decicodagSnet Initiating any action leading to the conclusion of a 
bilateral agreement. 

If Greece succeeded in her application then two Comaunity SocirJ. 
Security Regulations (2408 and 574/72) v:ould apply to her just as to the 
othor Members. These provide that eachreeiabsr stale will extend to mi-rant 
workers iroo other member 3tates the some social security benefits, Cor 
example in respect of unemployment sicJaioss and rcUrecent, as it provisos 
for itn orm workers. The regulations also provided that member states 
will extend free of low-cost medics! treatment to "visiting nationals o:' 
othor nenber states on the same teras given to their own people. On nror.c::t 
information it is likely that Greece could satisfy these requirements i:i 
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theory, "but whether her adrninistrativo and medical control machine:'" "*s 
up to neotins them in practice is open to question. She rill r:tei . yjee 
probably on how to do this and ho given time to uehieve it. 

V/hother the application of the social security requirements wouli 
have a net cost or "benefit for tho UK will detent on the net flov: of 
nitration between the UK and Greece. The numbers involved are hô cv."1" 
quite sm.iU. The cost of paying our pensioners ir- Grssce at currc.-.-; rs,tes 
vrculd increace by £4 30CO a year (fron about 2$ 2CC0 -to a^eut C95 
The largest r-iovcment of course is that of UK tourists tc l:rc;^e ar/;. r.:-r? 
the application of the requirement for free or 1c:? cost meSic&l treat"ent 
is bound to benefii the UK, even though for tourists it is likely to 02 
li-nitcd to emergency treatment, because UK (and, other) nationals have &-* 
present to take out private insurance to cover the heavy cost of r.eiiosl 
treatment in Greece. 

9. lOTSJSiT Qg LABOUR 

Greek membership of t h e Community would i m p l y " t h a t h e r n a t i o n a l s 
would be f r e e t o move th roughou t t h e Community i n s e a r c h of work, though 
i t may be t h a t some p e r i o d of t r a n s i t i o n t o f u l l freedom of movement 
could be n e g o t i a t e d . There i  s a l r e a d y an A s s o c i a t i o n Agreement T/ith 
Greeks under which freedom of movement of Greek workers i  s env i saged 
though t h e d a t e and manner o f implemen ta t ion have s t i l  l t o be d e c i d e d . 

The numbers e m i g r a t i n g from Greece t o t h e rest of t h e wor ld have 
been falling from 92,000 (68,000 to Europe) i n 1970 to 27, 000 (15,000 
t o Eurcoe) i n 1973. Part of t h e r e a s o n f o r t h i s may be t h a t unenplovncrvfc 
i n Greece h a s been c o n c u r r e n t l y f a l l i n g . The numbers e n t e r i n g the UK 
t o work have a l s o been f a l l i n g b u t only a few hundreds a r e i n v o l v e d . 
I n t h o 5 y e a r s 1970/74 about 3,100 Greeks e n t e r e d t h i s c o u n t r y to work. 
Germany has been more of a n a t t r a c t i o n t o Greek l a b o u r t h a n t h e Uni ted 
Kingdom. 

. I t i s hard t o s ay how many Greeks would cone t o t h i s c o u n t r y f o r 
work i f t h e r e wero f r e e mo.- ement . The opening of our l a b o u r marke t 
t o t h e I t a l i a n s when we j o i n e d t h e Community d i d n o t r e s u l t i n any 
f l o o d o f I t a l i a n s coming h e r e . I t may be t h a t i f l a r g e n u a - e r s u e r e t o 
oone h e r e t h e y cou ld c r e a t e s o c i a l problems of t h e k ind w i t h which we 
a r e f a m i l i a r i n c o n n e c t i o n w i t h o t h e r g r o u p s . I f unemployment were high 
t h e y cou ld a l s o be an embarrassment from an economic p o i n t of v iew. 
However, i f unemploymsnt were lower t h a n a t p r e s e n t t h e y n i g h t make a 
u se fu l c o n t r i b u t i o n , a s former immigrants have done , t o manning s e c t o r s 
of t h e economy which a r e p e r e n n i a l l y s h o r t of l a b o u r . 

F ree movement of Greeks must be. c o n s i d e r e d i n the c o n t e x t of f r e e 
movement of Turks and C y p r i o t e , There i s an A s s o c i a t i o n Agreement bctv-een , 
Turkey and t h e E3C which env i s ages t h e f r e e e n t r y of Turk i sh workers i n t o 
t h e Community n o t l a t e r t h a n t h e end of 1 9 8 6 . '.7e know t h a t t h e G-orr.-:r,3 
a r e w o r r i e d about a n e a r l y i n f l u x o f Turk i sh worke r s and wo shou ld be 
h e s i t a n t a b o u t t h e d e s i r a b i l i t y o f t i l s f o r s i m i l a r r e a s o n s . I f t h e G r e s ^ 3 

s e cu red f r e e movement w i t h t h e Community i  t would become r a t h e r more 
d i f f i c u l t t o p u t o f f t h e d a t e o f implemen ta t ion o f t h e Agreement wi th 
t h o T u r k s . I t would a l s o i n c r e a s e p r e s s u r e t o a l loc / C y p r i o t s i n f r e e l y 
who a r e a t p r e s o n t s u b j e c t t o t h e sano s t r i n g e n t c o n t r o l s a s immigrants 
from o t h e r c o u n t r i e s . 
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PHIAKCIAL IMPACT OF CREEK BS3SSSBZP 0? TK3 COSCOKm 

1. THE COCJ-ICTISY AS A WHOIfi 
The assessment of the implications of Creek cesberchip for the 
budget (paras 15-13 of the ir-ain paper) has been based on a crude 
forecast of Greek contributions to and receipts froa the budget 
in 1930 on the assumption that Greece is a full member of the 
EEC and subject to the own resources system. In practice, Greece 
could probably not become a fully integrated Community member 
by 1930. But the analysis of 1930 facilitates the forecasting 
exercise without, it is hoped, blurring by too much the basic 
implications of Creek membership. 

2. The forecast is as follows: 

(Cm 1975 prices) 
Greek receipts Greek contributions 

F330GA 150 Industrial 
duties 50 RE? 40 Agricultural 
levies and E3F 70 duties 50 

OR refunds ..10 VAT 
Total *270 140 

Other budget expenditure (administration, aid etc) 30 
Mote: calculations based on an exohange rate of £1-1.7 ua. 

3* Details of the forecast of FEOGA expenditure are given in 
paras 9-12 below. 

4. The considerations underlying the forecast of receipts from 
the Regional Fund (REP) are outlined in paras 13-17 below. 1* 
is estimated that Greeoo will receive l6£ of the Bund. This 
share aasunes that Greece will receive the same RHP expenditure 
per head of the population as Ireland does now. Ireland receives 
generous treatment from the Riff1. In practice, Greece might 
not do as well: this would bs a matter for negotiation. In 
the long run however Creek aooession seems likely to increase 
Community expenditure through the RIP; for the purposes of the 
prooent exerciser lS£ increase in total RDF expenditure has teen 
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assumed. Total IZDF.expenditure in 1?50 (ijicludinj Creece) estimated 
at about 400 mua, (in constant prices). 

5 . The forecast of receipts fron tho Social Fund (2SF) is based on a 
similar methodology to tho RDF forecast - ic that Greece will be treated 
as generously an Ireland. Total Social Fund expenditure is expected to bs 
increased by Greek accession to a total of about 700 aua by 1980. This 
assumption is probably over-generous. The factors affecting current and 
future Community expenditure under the Social Fund are discussed in 
paragraphs 1G-23 below. Kowever it should be noted in particular that the 
operation of the Fund is duo to be reviewed in 1 9 7 6 and thus the exact 
ahape and scale of the Fundfs activities by I9SO are particularly difficult 
to predict, 

6* Own resources (OR) refunds, are 10 per cent of forecast levy and 
duty payiaents. Other budget expenditure is forecast as a proportion of 
the increase in the size of the total budget, (This is probably an 
over-estimate), 

7 , Industrial duties are forecast on the basic of an estimate of industrial 
imports from third countries in I 9 8 O and an industrial tariff rate of 
about 6 per cent (after allowance for the Tokyo Round of tariff cuts). The 
forecast of agricultural levy and duty payments is discussed below 
(paragraph 12), 

8. VAT payments in I 9 8 O are based on an estimate of the Creek share of 
the total Community VAT tranche and an estimate of the total size of 
the VAT call-up (derived from the budget renegotiation forecasts), 

2 . FEOGA BTJEKDITUJE 

9 * The effects of Greek membership on Community expenditure and receipts 
in the agricultural sector need to be considered under 3 headings -* 

(i) Increased expenditure due to internal market actions for 
export subsidisation, 

(ii) Reduced expenditure where, for instance, the Community 
currently pays an export restitution on exports to Greece. 

(iii) Increased levy and duty revenue. 

1 0 . It Is difficult to produce more than extremely tentative estimates 
at this stage, if only because of the poor data on Greek agriculture 
availablovto us. Assumptions also have to be made about levels of 
import levXes, export restitutions and internal Community subaidies. 
Taking the rates applicable in 1975/76" the effects of Greek membership 
can be summarised as adding in the order of 2 5 0 million ua to gross 
guarantee and guidance expenditure, to which should be offset the 
possibility of increased "own resources" receipts and reduced expenditure 
on export subsidies currently paid on trade to Greece of the order 
of 6 0 million ua, but possibly rising as high as 1 0 0 million ua. 
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11. These calculations do not take any account of either any 
possible compensation demanded by France and/or Italy for alleged 
damage, or of any extra guarantee payments for olive oil etc 
in respect of Italian or French production displaced by Creek 
production - both of which are unquantifiable at this stage. 

12* The main elements in the estimate of 250 mua are as follows. 

(i) Increased Guarantee Eroenditure - The main iteas would 
be tobacco (around 110 million"ua)V"olive oil (about 
100 million ua), durum wheat, citrus and other fresh and 
processed fruit and vegetables (around 10 aillion ua 
each). 

(ii) Increase in Guidance Section - This is highly speoulati'' 
There is little doubt that Greek accession would increase 
expenditure under this head. The gross figure of 250 
million uniis of account includes en arbitrary allowance 
of 10 million ua to increase the limit under the guidance 
section. 

(iii) Increase in Ot.?i Roflouroes Income - This arises 
mainly in the meat section -"principally beef (some 50 to 
55 million ua which could rise to some 90 million ua if 
the OECD forecast of a doubling of import requirements 
by 1978 is realised). 

(iv) Savings on Current Export Restitutions - The main 
item here is milk' products (b million ua'). 

3- REOIOHAL PEyElOKflSiT FUND 

13. The extent to which the three net beneficiaries stand to 
gain from the present Bund (is from 1975 OTf) 1" **roa 
of maximum gross receipts per bead of population varies oon
siderably, as follows: 

Irish Republic 2d ua 
Italy 9-5 ua 
UK 6*6 ua 

14. The Greek ODp/head is lower than Ireland^ sad ift pro
bably in line with the level in the Messogioroo. If the Creeks 
had to be treated as generously aa the Irishfiepublio- on 

 i s g0a*the basis that the Greek population (8.769m)  three 
times that of the Irish RepubHe (2.9760) - Croeoe would have 
to have 18 per sent of the fund. It is clearlyfiling to be 
difficult to aeooianodate a Greek quote of 16* per cent without 
a significant reduction in the present OK share Of 26% Per 
example, if all the existing national quotas wore reduced by 
18$ to provide for a Greek quota (and the Irish and the Italians 
mitfrt well be able to avoid suffering such a reduction) the 
effect would be to reduce our share to 23$ which would make the 
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United Kinjgdon a not contributor to the RDF, on the assumption 
that our avorage contribution to tho Community budget in 1976-79 
is 22-24 per oent. 

15. The precise impact of Greek, accession to the Conarunity on, 
the existing Member States1 shares of the Regional Fund would 
be a patter for negotiation. The Conflsunity night well be 
unwilling to concede the Greeks a share on the 3arae scale a3 
the Irish for a population three tines the size; and Greece 
would not have the sa?.e leverage as Ireland had at the tiiae of 
the original decision on shares. Account would also bo taken 
of Greece1^ substantial net beneiits from the CAP and the 
Social Fund. Against this background, it is possible that 
the Creek share of the RD? night be held within the range 
10 to 15 per cent, at least in the period immediately following 
accession. Even on this relatively favourable assumption, 
however, the UK share of the Fund would be reduced to around 
24 or 25 per cent. 

16. The UK*s share of the RDF must significantly exceed its 
contribution for the Fund to bs of value to us. The prospect 
of achieving this lead with Greece as a member looks poor. If 
Spain, Portugal and Turkey were alsoto join it eocns inevitable 
that the UK would becwae a net donor country. Even if Greece 
was treated rather less generously her accession must be 
expected to limit our gain fron the Fund. 

17. The net donor countries will also lose by the accession 
of another net recipient. This io likely to influence thoir 
approach to the future of the Fund and nay lead them to work 
hard to avoid any increase in the siae of the Fund after 1977* 
As a result even if we continued to have a larger percentage 
share of the Fund than our percentage contribution to the 
budget there would be a greatly diminished prospect of a 
worthwhile not return from the Fund. 

4. - SOCIAL FUND 

18. The European Social Fund exists to provide financial 
assistance for training and resettlement schemes which not only 
enable workersjEo obtain and retain stable employment but 
also fcelp industry \o keep pace wxVn "the dciLaJids of technical 
progress. It operates two main budgets: 

(a) Under Article 4 it can Intervene in areas specifically 
determined by the Counoil of Ministers. The groupc of 
workers who benefit by decisions already made are workers 
in or leaving the textile industry, workers leaving 
agriculture to tako up employment elsewhere, migrant 
workers, disabled workers and young people. 
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(b) Under Article D assistance from the Fund is available 
where employment difficulties impede the harmonious dovelop
nent of tho Community especially in areas vihich are less 
dovclopyd or are suffering from a decline in major 
industries leading to a prolonged and serious imbalance in 
employment. 

19. The total budget of the Fund for 1974 was 260 mua (50 mua 
under Article 4; 210 murv under Article 5). Grants approved by 
the Commission for Member States totalled 254.5 mua of which 
tho UK share of these allocations was almost 25$, compared with 
a contribution (for 1974) of 11$. 

20. There are no fixed shares for Member States in the Social 
Fund. Applications normally exceed the Funds available and al
locations are made by the Commission on the basis of a system 
of priorities and with tho advioe of a Tripartite Committee 
on whioh all Member States are represented. 

21. An initial hypothesis would be that if admitted to the Ooa
munity, Greece would quite soon become a net benefiticary from '' 
the Fund and that to some extent the UK's competitive position 
in securing allocations would be weakened. This hypotheses 
is however subjeot to a number of qualifications. Assistance 
from the Fund is granted only in strict compliance with the 
Regulations. Applicants must satisfy the precise requirements 
of Artiole 5 or of the authorised schemes under Article 4* 
A preliminary attempt has been made to assess the likelihood of 
Greeoe being able to meet the requirements 1

*. Agriculture 
In I9T1 two-fifths of tho Greek labour force was in agri
culture; only 17-^ of total employment was in the 
inductrial sector. If membership of the Community 
- resulted in industrial expansion Greece might therefore 
soon be able to mount significant applications under the 
Artiole 4 Agriculture Scheme. 

b. Migrant Workers 
Migration is an important factor influencing tho Greek 
labour market over the longer term, although the rate of 
migration and the number of migrants employed - par
ticularly in Germany, the main host country - have 
recently deoreased. The Artiole 4 Migrant Scheme is 
still fairly new and the policy of the Commission is not 
fully developed. It is stated in their third annual 
report on the Fund that dear priority will be given in 
future to integrated programmes carried out jointly by 
the Country of origin and the host Country. If Greece 
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becomes a member of the Coiuiaviity there will oWiounly bo 
a possibility of a joint Grcfii-Gcrr-irJi Scheme reoeiviv.;' a 
hitficr priority thxn 13JC schemes on behalf of third country 
migrants which have zo far ac^rert -tor us tho lio:Ti; ch:'.re 
the money available under the sjyhf/ne, 

c. Rc-3tructv,rir.r 5ĉ eif.r.3 
OECJ) reports a"sho"'7c3,'se of skilled and serai-ckilled Icbour 
as restricting the upswing of industrial development in 
Greece. Tnis points to the possibility of Creeps benefitin 
from Structural Ac-adjustment Schemes whether under the 
existing Article 5 or under a new Article 4 Scheme which 
the Council is expected to authorise later thia year; 
although the shortage in Greece of training infrastructure 
and training personnel night be a limiting factor. 

2 3 . It is Rsi difficult to quantify the not benefit Greece 
night be expected to receive fron the Social fund, ihie is not 
siiaply because of the faniliar difficulties of forecasting 
two yesrs or wore ahesd. There is no certainty that if and 
when Grce?-o is edr.itted to the Co:ranunity xhe chape of the Social 
Fund and the an sis tar. ce available frou it will resemble at all 
cloacjiy t!'-osc that appertain today. Ihc working of the Social 
Fund is due to be reviewed by the Commission in 1976. In common 
no doubt with the other IlesVer States we chall want to suggest 
changes in the objectives and procedures of the fund. It is 
also to be noted that scher.es approved by the Council under 
Article 4 are usually introduced foi* a limited period only so 
that for oxanrole the existing scheme for assistance to migrant 
t:orkcrs will lapse in Jane 1977- Any. fresh schemes that ic*sy 
be introduced will of course talce account of the conditions 
in the Community at that time? 
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CABINET 

UNITED KINGDOM PRESIDENCY OF THE EEC, JANUARY-JUNE 1977 

Memorandum by the Secretary of State for Foreign and 
Commonwealth Affaire 

1. Following the normal rotation of the Presidency between the Member 
States of the Community the United Kingdom will take the chair from 
January to June 1977 and the success of our first Presidency will be 
important for us and for our standing In the Community, Tenure of the 
Presidency can provide an opportunity for initiatives on matters of policy 
but, for the most part, the test of a successful Presidency is whether 
Community business is carried forward rapidly and effectively. Ensuring 
that we achieve the necessary satisfactory performance will place a 
considerable additional workload on Ministers and officials, and will no 
doubt also raise Parliamentary pairing problems. I think it is important 
that we should all be aware of the practical requirements, I attach at 
Annex A a paper by officials, which was discussed by the Ministerial 
Committee on European Questions (COM) on 27 May. 

2, It is customary for each Presidency to put forward six months in 
advance provisional dates for the main Council of Ministers meetings 
(Foreign Affairs, Finance and Agriculture). C Q M agreed that we should 
propose for these meetings the dates listed In the attached Annex B and, 
additionally, dates for Energy and Development Council meetings. Heads 
of Government have already agreed to a European Council in London on 
28/29 June, 

3. For Foreign Ministers there may be two meetings to discuss 
matters of political co-operation and perhaps an informal weekend meeting. 
The Secretary of State for Energy hopes to make a major effort on the 
Common Energy Policy during our Presidency. So, in addition to two 
Energy Councils, he is considering an Informal weekend for Energy 
Ministers, possibly in Scotland. The Minister of Agriculture, Fisheries 
and Food proposes to hold an Informal meeting of Ministers of Agriculture, 
and the Special Committee on Agriculture, in London on 24/26 May. 
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4. In the interests of economy and efficiency, C Q M also agreed that 
whenever possible the facilities In the new Lancaster House complex will 
be used for Ministerial and other important European Economic Community 
meetings in London. So that planning for our Presidency can proceed in an 
orderly fashion, any further proposals for Council meetings £a Brussels or 
Luxembourg or informal meetings in the United Kingdom should be put 
forward as soon as possible. 

A C 

Foreign and Commonwealth Office 

8 June 1976 
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IIK PRESIDENCY OP THE BBC, JANUARY - JUNE 1977: 

MINISTERIAL BURDENS AND MAIN ADMINISTRATIVE REQUIREMENTS 

Note by the Foreign and Commonwealth Office 

I GENERAL 
1. The purpose of this paper ie to tanarlia the duties of 
the Preeidency, to set out the preparations needed In 1976, 
and to seek ministerial views on matters which require early 
decisions of principle. 

2 . British tenure of the Presidency in the first half of 
1977 will impose considerable responsibilities, during a 
period which will also see the Queen's Jubilee, a Commonwealth 
Heads of Government nesting, and a NATO ministerial meeting, 
all in London. The Presidency chairs and manages all Council 
and Political Cooperation business during Its term of office, 
and although there are slight variations in national style, 
member states look to the Presidency for fairneee and efficiency 
in the despatch of the Community's business rather than for 
eye-catching initiatives - although these need not he precluded 
where they visibly serve a clear Community interest. In a 
Community where chairmanship passes in rotation, everyone 
measures with a practised eye the efficiency and impartiality 
of each term of of floe. The activities of the Community have 
increased markedly over the past three years; this has added 
to the burdens of the Presidency, not least in terms of minist
erial commitment, and may continue to do so during 1976, 
Existing practice may thus have been overtaken to some extent 
by January 1977, hut the sain components of the Presidency's 
tssk at present are: 
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ftt co"n"*l Business 
I. fo chair Co-unity westings at all levels. Administratively, 

this weans that for most If not all Meetings, at least 
two British representatives must attend. At the more 
important Councils, this Bay require two Ministers, one 
in the chair ana the other as national representative. 
Politically, there ie the Chairman's responsibility for 
preparation of meetings (particularly in selection and 
ordering of the agenda)t and for finding constructive 
compromise. Continuity in the chair will be essential. 

II. To act as host for Co-unity functions in the country of 
the Presidency 

ill. To represent the Council In frha European Assembly. 
Recent practice has tended increasingly towards the 
Foreign Minister of each Presidency attending two 
colloquies with the Political Committee of the Assembly, 
and replying to questions at the Assembly's monthly 
plenary sessions. This precedent for virtually 100 per 
cent ministerial attendance, at least by Foreign Ministers, 
Is likely to have been strengthened by our Luxembourg and 
Dutch predecessors. It will be well received if the 
Prime Minister and other Ministers also attend; this need 
not ba very demanding in terms of Ministerial time, since 
only one-day or even half-day appearances would be involved. 
The Minister of Agriculture at any rate will be expected 
to brief the Assembly on the 1977/8 price fixing in the 
CAP. 

iv. To lead for the Community at iwvmmminriw numerous 
association Councils! these Include twice-yearly meetings 
with the Turks and Greeks (le one each Presidency); in 
principle these are held alternately in Brussels and Athena/ 
Ankara, so one or both such meetings during our term may be 
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"away" functions. There will also, quite possibly, be 
nestings with Algeria, Morocco, Tunisia, Cyprus, Malta 
and Israel. There will be a risk of hurt feelings if 
the Foreign and Commonwealth Secretary is unable to chair 
all these functions, 

v. The Qroek accession negotiations will probably be under 
way, and will add to the Presidencyfs task, (unlike other 
Community negotiations with third countries, accession 
negotiations come under the overall responsibility of the 
Presidency rather than the Commission.) 

Ti. To act as spokesman for the Community at International 
meet Inge, sharing the responsibility with the Commission 
as appropriate. This is an unquantlf lable corns it sent 
which could be made onerous by development of the CIBC 
and the North-South dialogue generally, 

ril. To represent the Nino where agreed by them in dlnlomstlc 
relations with third countries, and to take the lead In 
local coordination of diplomatic efforts in capitals, in 
Brussels, or in third countries. 

B. European Political Cooperation 
3* European Political Cooperation Is the name glren to the 
effort by the Nine member states to coordinate and to take common 
positions In the field of foreign policy outside the treaty frame
work. In this area the country holding the Presidency is res
ponslble both for the management of business and for the provision 
of Secretariat facilities. Except for technical assistance 
(eg provision of etaultaneous interpretation at ministerial level 
meetings) the Council Secretariat is not involved. 

4. There are up to two ministerial level political cooperation 
meetings per Presidency; ours will very probably be held in 

 D OLondon. The Foreign Secretary will  in the Chair and will 
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alao Bpeak for the UK (there is no 1 national delegate1 In 
addition, decisions being by consensus). Supported by 
officials from the PCO, he will be responsible for the 
execution of decisions taken within the political cooperation 
framework (the sending of instructions to posts abroad, speak
ing on behalf of the Nine in bilateral contacts with foreign 
governments or leading sometimes in person the coordination 
of diplomatic activity by the Nine in International organis
ations and conferences). 

C. General Coordination 
5. Finally, it la the responsibility of the Presidency generally 
to coordinate the activities of the Community and political 
cooperation; to ensure that ministerial decisions are prepared 
and executed by the appropriate machinery; to time ministerial 
meetings and Councils in relation to each other and to the 
decisions to be taken, and so on. 

II SUPPORT FOR THB PRESIDENCY 
6. In addition to its own appropriately reinforced official 
services, the Presidency can count on support in itB task 
from: 
i. The secretariat of the Council of Ministers. The Council 

Secretariat, as a permanent career body, is in a position 
to provide an invaluable element of impartial continuity 
for chairmen at all levels, and also provides all the 
secretarial, translation and interpretation facilities 
required for Community meetings. 

ii. The Commission. Although the Commission Is of course 
autonomous and in no sense the servant of the Council 
of Ministers, it shares the main aim of the Presidency, 
viz to effect the Community^ business in a constructive 
way. New Commissioners will be taking office on 
1 January 1977 as we begin our Presidency, almost certainly 
with a British President of the Commission, Ttnd although 
most Commission officials will not change, It will he 
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important for us to get quickly alongside the new 
Commissioners themselves. 

7. Deaplte these aids, the Presidency Is recognised as a heavy 
administrative burden. A Presidency Unit is being set up in 
the TCo to" assess the call on our resources, and to liaise with 
other Whitehall Departments over how it can aoet effectively 
be set. 

Ill ALLOCATION OP RESPONSIBILITIES 

A Ministerial 
8. The Prise Minister will chair the European Council, which 
will Beet in Brussels (or Luxembourg) early in 1977* and in 
London on 28/29 June. Throughout the six months he will speak 
for the Community at Heads of Government level as appropriate 
(though the Community looks to Heads of Government to provide 
general guidance rather than day to day decisions). The Prime 
Iflnieter has no obligation to appear before the European Assembly, 
but there are precedents, and it would be well received if he 
decided to address them, at least once during our Presidency. 

9' The Secretary of State for Poreign Affairs has perhaps the 
heaviest task in terms of Council business, with monthly 
Councils to which Bust be added up to two Political Cooperation 
aeetings at Binisterial level in this country, one (possible) 
"Schloes Gymnich* type of informal weekend gathering of Foreign 
Ministers, and the principal responsibility for answering the 
Assembly^ questions at plenary sessions, and briefing it at 
two fcolloquiesf under Political Cooperation arrangements. 
(The Assembly duties are unlikely to involve anything nore 
than one day visits.) He attends the European Council in 
support of the Prime Minister and bears with his Community 
colleagues some degree of responsibility for harmonising the 
work of specialist Councils. Although in the first half of 
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the year there will he no UN General Assembly to plan for, a 
particular task for the period may be the CIEC Ministerial 
Conference (which looks increasingly likely to slip from 1976). 
and the preparations for resumption of the work of the CSCE at 
the Belgrade meeting arranged for June 1977. At Foreign Affairs 
Councils It will be necessary to have a second Minister in atten
dance as 'national representative'. 

10. Other Ministers' responsibilities will vary. For the 
Chancellor of the Exchequer and the Minister of Agriculture, they 
will clearly be heavy, with the latter responsible in the period 
for some seven or eight Councils including three or four "price 
fixing" Councils. A list of proposed dates for these and Foreign 
Affairs Councils is at Annex B. The sooner Ministers can decide 
what other Councils will be necessary within their respective 
fields, the better. At most Councils, including those listed, 
it will probably be necessary to have a national representative 
as well as the Chairman in each case. This is a burden which will 
have to be taken into account at an early stage. But in all cases 
it will be Important that for each subject Council (eg Research) 
one Minister should be designated well ahead of the Presidency as 
responsible for chairing and supervising the work In his field. 
Since preparation of the Council frequently continues almost until 
the eve of the Council itself, Ministers in previous Presidencies 
have found it essential to arrive in Brussels or Luxembourg well 
In advance of their Council - usually the evening before if the 
meeting begins in the morning - to allow adequate time for 
briefing by their Permanent Representative, and the Council 
Secretariat. This then allows time for lobbying of colleagues or 
other follow-up before the meeting begins. Continuity will be 
essential; this raises parliamentary pairing problems which 
Ministers may wish to note. 

B. Departmental Administration 
11. The normal financial rules, including those applying to 
allied services, will apply to departmental expenditure arising 
from the Presidency, in the UK and overseas. The Treasury have 
said that Departments will be required to meet such expenditure 
within their existing PESO allocations. The Presidency means an 
increased workload for the Departments principally concerned 
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and for UKREP in Brussels, and has Implications for staffing, 
training, finance and general administration at official level. 
Por example, since there la no permanent career secretariat for 
Political Cooperation, the Presidency takes total responsibility 
for the management of Political Cooperation. 

IV CONFERENCE ARRANGEMENTS IN THE UK 
12 . During our Presidency, the facilities in the new Lancaster 
House complex will be available for ministerial and certain other 
important EEC meetings. These facilities should be both 
efficiant and imposing, and it is clearly right In principle 
that full use should be made of them. 

*3. Recent Presidencies have, however, held certain more 
informal ministerial level meetings outside the Presidency capital: 
the *8chloss Oymnioh' occasions, for example, and informal 
meetings of agriculture and other Ministers. Am regards location, 
there is a feeling in the Community that a single efficient 
conference centre in the capital of the Presidency ia to he 
preferred to more nomadic arrangements; (on the other hand, it 
might cause ill feeling outside England If the Presidency passed 
without any meeting north or west of the border.) A ministerial 
decision of principle would he helpful at an early stage. 

V TIMETABLE FOR PREPARATIONS 
14. TO achieve the professionalism which the Community ha a 
come to expect from the Presidency means sound advance preparation; 
once begun the work of the Presidency is continuous. On past 
form there should ha aome 50/60 meetings in the United Kingdom, 
of whioh the moat Important would be the European Council; two 
or three meetings of the Ministers of Foreign Affairs and, typic
ally, up to half a dozen informal meetings of other Minis tore. 
Among meetings to he held in Brussels or Luxembourg, we shall 
have to propose a date for the first European Council of our 
Presidency; we should have do this at the same time as we 
circulate the proposed list of main (le Foreign Affairs, Finance 
and Agriculture) Councila, in June 1976. Thereafter it will 
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still be possible to add further CouncilB or other, informal, 
meetings of Ministers a a the programme of our Dutch pred
eceesors becomes clearer, though experience shows that diaries 
fill up early on and agreement on new dates becomes progressively 
more difficult. Papers arising out of further work by officials 
will be brought to Ministers as necessary, and detailed planning 
papers on tactics and overall objectives will be brought forward 
for ministerial discussion e arly in the Autumn. 

FOREIGN AND COMMONWEALTH OFFICE 
li May 1976 
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CABINET 

PROCEDURES FOR THE COMMUNITY*S AGRICULTURAL 
PRICE-FIXING 

Memorandum by the Minister of Agriculture, Fisheries and Food 

1. In March the Ministerial Committee on European Questions asked 
officials to prepare a paper on the Community^ machinery for deciding 
agricultural prices. The ideas and conclusions in the attached paper by 
my officials have been discussed in that Committee and were broadly 
endorsed. A study of our strategy for next year's price-fixing (including 
the question of the Green Pound) is being made separately and will be 
considered by Ministers before the summer recess. La the meantime I 
consider that the changes in procedure proposed in the attached paper 
should be helpful. 

Z. Changes in procedure to our benefit normally have to be negotiated 
and it is necessary to judge whether the price would be worthwhile. As 
we shall hold the Presidency in the first half of 1977, however, we should 
be able to ensure that the discussion of the price proposals is better 
structured and that reasonable consideration is given to the Presidency^ 
compromise (paragraphs 10-U of the attached paper). Similarly we should 
then be in a good position to reinforce our objective of increasing the 
Council's awareness of the budgetary cost and the cost to consumers, whether 

, or not our more immediate and specific proposals (paragraphs 8-9 of the 
attached paper) on these aspects are accepted. 

3. On our own arrangements for next year*s negotiation Cabinet has 
already agreed on the need for a clear remit. The timing of the Council 
meetings in 1977, which I have proposed separately, Is intended to allow 
adequate opportunity for reference back to colleagues. I have also made 
clear that I would welcome representation from other Departments, 
particularly in the final sessions when there may be a strong political will 
on the part of other Member States to reach agreement and, aa on the last 
occasion, it would be disadvantageous to the United Kingdom to break off. 

4. I recommend that my colleagues endorse the procedural objectives 
in paragraphs 9-12 of the attached paper. 

T F P 
Ministry of Agriculture, Fisheries and Food 
8 June 1976 



ANNEX 
PROCEDURE FOR THE COMMUNITY'S AGRICULTURAL PRICE FIXING-
NOTE BY THE MINISTRY OF AGRICULTURE, FISHERIES AND FOOD 

Introduction 

1 The Ministerial Committee on European Questions decided on 
18 March that officials should prepare a paper on the Community 
machinery for deciding agricultural prices. This subject was 
also dealt with in a memorandum put to the Cabinet by the then 
Foreign and Commonwealth Secretary (C(76")4t). 
2 This paper deals only with the procedural questions, A further 
paper on our strategy and objectives for the 1977 price-fixing 
has already been requested by the Committee on European Questions 
and will be provided well before the summer recess. In the 
meantime we have assumed the continuation of the United Kingdom*s 
basic objectives towards A' ^vements in the operation of the 
common agricultural policy .vhich were considered in detail by 
Ministers last year. 
Community, machinery for deciding a?yricultural prices 
3 On the basis of data supplied by the member states the Commission 
estimates each year the increase in costs on a sample of "reference 
farms" and the trend in farm income in relation to incomes outside 
agriculture. This information is used to calculate the average 
increase in Community support prices which the Commission will 
propose, after making allowance for increased productivity and 
taking account of any changes in the agricultural reference rates 
for the currency of the different member states. The proposals 
for price changes, however, also reflect the Commission^ financial 
and political judgement. In particular, the Commission clearly has 
three important objectives. First, they would not wish to put 
forward price proposals which are demonstrably unnegotiable or 
are likely to stir up substantial political discontent. 
Secondly, they are committed to maintain or improve the balance 
in the market for individual commodities; experience shows that 
the Commission (for example, in the sugar shortage and in its 
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CONBDENTtM. 

proposals on milk prices) is generally more ready than the me*b** 
states, taken collectively, to tackle these imbalances. Thirdly
they are conscious of the high budgetary cost of the common 
agricultural policy although, unlike the United Kingdom, they *** 
perhaps most concerned about the big increases in expenditure 
resulting from declines in the market value of currencies witho^ 

f^ 6 8  1 corresponding adjustments in the agricultural representative
eFor all these reasons the price proposals may be expected to *

heavily tailored from the original crude estimate of agriculture1 

costs and incomes. We can influence the Commission^ proposal^ 
through our day to day contacts with them and in the final stageS 

through the United Kingdom Commissioners. 
4 The Commission aims to present its proposals on agricultural 
support and prices to the Council of Agricultural Ministers ifl 
December. Even after one or two general discussions, at leas* 
two substantive negotiating sessions of the Council are needed 
before agreement can be reached in February or March. It is * e r  y 

difficult and uses a large stock of negotiating capital for a 
single member state to introduce into the package a completely 
new element. We are much more likely to be successful if we **o** 
by trying to steer existing arrangements or proposals in a 
direction which suits us rather th^n to oppose them outright 
forward something quite SiffererA. It is better, for example t 
to exert pressure to contain increases in support through the 
existing mechanisms than to argue for exactly comparable suppor* 
through a different mechanism. 
5 Under the present procedure there are normally two opportuni**e 

for adjustment of the Commission^ proposals - the Presidency16 

compromise and the Commission^ own compromise which forms the 

basis of the final negotiation. The Presidency^ compromise i 9 * 
trial balloon used by the Commission but it does give a chance * 0 

introduce a very limited number of new elements and to restraln 

more excessive demands. 
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Possible changes in procedure and machinery 
6 We have considered possible changes in the machinery for 
fixing Community agricultural prices under four headings - the 
preparation and use of data; bringing to bear the budgetary 
consequences; bringing to bear the consequences for resource 
costs; and the organisation of the negotiations and use of the 
Presidency compromise. Some of these changes could be useful. 
They can never be, however, a substitute for progress on the issues 
of substance. It is not possible to substantially disturb the 
balance without a major political row within the Community which 
would spill over not only into the monetary arrangements from which 
we benefit but also into other areas of Community policy* 

7 Preparation and use of data. We have already taken steps to 
follow up our suggestion during the last price negotiations that 
there should be fuller consultations with the member states about 
the Commission^ objective method calculations before the results 
are carried forward as the basis for price proposals. Improvements 
can be made in the preparatory work on the objective method for 
determining the level of support price increases judged to be 
necessary to keep earnings on modernised farms moving in line 
with non-farm earnings. Work is in hand in the Agricultural 
Departments to consider whether we could suggest to the Commission 
improvements in the data and the methodology. Other Departments 
with an interest in agricultural price questions are welcome to 
participate fully in this work. We have already taken part in 
discussions on the construction of an index of agricultural incomes, 
which could provide a useful check on the Commission^ particular 

, price proposals or on demands by other member states for bigger 
changes. 
8 The budgetary consequences of changes in agricultural,8upport and 
prices. Although the Commission sets out the budgetary consequences 
Qf its.proposals,we believe that this can be improved and applied 
to a longer period of years. We have considered whether the final 
package might be negotiated in a joint session of Agriculture and 
Finance Ministers but, whether or not this would be beneficial 
to us, we are sure that it would not be negotiable with other 
member states. We believe, however, that it would be advantageous 
to us to have an arrangement by which the collective view of 
Finance Ministers could be brought to bear on all member states and 
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on the Commission at the time when price proposals are being formed. 
This points to a joint meeting of Finance and Agriculture Ministers 
in the late autumn to consider the economic and budgetary factors 
which should influence the price proposals and the subsequent 
decisions on them. Such a meeting could reinforce the arguments 
for restraint on public expenditure but we must recognise that 
it could not set specific limits within which expenditure would be 
contained. The idea also has some risks for the United Kingdom 
since the expenditure on monetary compensatory amounts, from 
which we are currently one of the chief beneficiaries through import 
subsidies on our food, would inevitably be one of the first areas 
where the Council would look for savings, and there are other areas 
where we have favoured higher budgetary costs in the interest of 
consumers. The proposal had a mixed reception at the Joint Foreign/ 
Finance Ministers' Council in April when the Irish and the French 
objected to it but we should pursue it, while recognising the 
potential problems for us. Alternatively, there could be a meeting 
of Finance Ministers after the proposals are published. This would be 
easier to arrange next year, as we have the Presidency, but on 
balance it would probably increase the risk of pressure on the 
monetary arrangements. 
g The resource costs of the common agricultural policy. In 
joining the Community the United Kingdom accepted the fundamentals 
of the common agricultural policy and its central place in Community 
politics. Although we sought improvements in renegotiation and 
are continuing to seek improvements, we have to recognise that 
other member states regard the overall resource costs as tolerable, 
even though they may be critical of particular aspects of the 
arrangements. They regard some misuse of resources by economic 
standards as part of the price to be paid for political stability. 
Against this background our approach must be to secure recognition 
that the extreme cases of resource misuse lie in the production 
of surpluses. We should continue to press for the improvement 
of (market regimes - and we have already made progress in this 
direction in the beef sector - but it would be wrong to concentrate 
on1mechanisms to the exclusion of better price decisions. In all 
the sectors where surpluses arise at present - railk^durum wheat, 
olive oil and tobacco - it is the level of returns available to 
the producer rather than the mechanism for achieving those returns 
which is the primary cause. We should therefore continue to press 
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the Commission to set out in their price proposals their assessment 
of resource costs, especially in those sectors where they are 
proposing special measures to restore or maintain a balance in the 
market. The need to deal with the structural surplus in the milk 
sector is of particular importance and our objective must be to ensure 
that the proposed arrangements for the financial co-responsibility 
of producers, which the Council is due to discuss before September, 
are effective and are not subsequently undermined by price 
decisions. We need also to represent to the Commission the 
need to consult thoroughly with consumer as well as producer 
representatives when their price proposals are being drawn up, 
Thia may help us in attempting to represent the consumer point 
of view when the Council considers prices. It would also be 
helpful if our negotiating team included a representative from 
the Department of Prices and Consumer Protection. 
10 Organisation of the negotiations. In the past the Council 
discussions have often been badly structured. Occupying the 
Presidency, we should be well placed to influence this so that 
the Commission^ proposals are considered as methodically as 
possible by the Council and its subordinate bodies. From the 
practical point of view we should seek to improve the working hours 
of the Council. It could also be useful to seek for a wider 
measure of delegation to the Special Committee on Agriculture of 
decisions on the smaller issues- It is obvious that the final 
package considered by Ministers is not only substantial but also 
very complicated. It is possible that through our own Presidency 
we can make some small progress in reducing this load. While in the 
Presidency we may be able, however, to provide more time for 
consideration of the various compromise packag&B which tend to 
emerge during the final stages and to ensure that attention is 
given to the economic and budgetary implications, it will also be 
part of our duties to ensure that a settlement is reached without 
undue delay. 
11 We shall need to consider further our tactics during the 
Presidency. In particular, we shall have to decide how we handle 
the presentation and content of the Presidency's compromise 
proposal during the negotiation of the package. The two most 
recent compromises from the Presidency fell very flat indeed. 
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We cannot lay down any fixed rules in advance but we should try 
far as possible to ensure that the Presidency^ compromise is 
properly considered at a full meeting rather than lost in the 
melee. We have proposed a pattern of Council dates which would 
allow for this. On balance it seems likely to be to our advanta^ 
to try to increase the importance of the Presidency^ document 
year as the most likely opportunity for continuing to exert 
restraint on price increases in the final stages. 
12 The Cabinet agreed on 11 March that it would be desirable 
for the Ministerial Committee on European Questions to be as 
precise as possible about negotiating limits when giving guidance 
to negotiations about farm prices and the extent to which refer 
back might be required. We believe that the pattern of Council 
meetings which we have proposed for the 1977 price-fixing will 
make clear when the final settlement is likely to be reached. 
The Minister of Agriculture, Fisheries and Food has already 
indicated that he would welcome the presence of Ministers or 
senior officials from other interestedIepartments at the point 
when decisions on the final package may have to be reached in 
Brussels if we are to get the best settlement. 
CONCLUSION 
13 This paper deals only with the procedural issues. A further 

!study of our strategy for the 1977 price-fixing, including our
handling of the Presidency and the monetary questions, will be 
required. In the meantime we consider that - ! 
(i) we should press for fuller consultation between the I 
Commission and member states before the results of the 

i 

Commission^ statistical and economic studies are carried 
forward as the basis for price proposals; 

(ii) we should seek improvements in the Commission^ presentati**' 
of the budgetary consequences of price proposals; 

(iii) we should seek to establish regular joint Councils of 
i 

Finance and Agriculture Ministers to consider the budgetary 1 
and economic implications of Community agricultural support 
the Commission^ price proposals are finalised^ 

(iv) we should press the Commission to set out in their price 
proposals an assessment of resource cos-fcŝ  and to consult A 
consumer organisations when they are formulating their propo9^^ 
(v) we should try to make the maximum use of the Presidency'8 

compromise in the negotiation of the price package; 



(vi) we should so arrange the meetings of the Councils of 
Ministers (Agriculture) during our Presidency that there is 
adequate opportunity for reference back to capitals in the 
negotiating stages. Xn the final sessions it would be 
desirable for junior Ministers or senior officials of other 
interested Departments to be in the United Kingdom negotiating 
team. 

We recommend that these proposals, set out more fully in 
paragraphs 7 to 1 2 , should help towards the efficient conduct 
of the price negotiations in our interest and that we should 
therefore put them forward. 

7 June 1976 
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CABINET 

PENSIONS INCREASE 1976 

Memorandum by the Lord Privy Seal 

THE ISSUE 

I. in December this year over a million public service pensioner. 
w*U be eligible, under or by analogy with the Pension- M e t 1971. 
to have their pensions increased by the percentage rise in the Retail Prices 
Index over the 12 months ending June 1976. Apart from civil servants, 
they include Members of Parliament,teachers, the Armed Force-
National Health Service and local government employees, police and 
firemen. Broadly similar annual review arra^emente apply to many 
nationalised industry schemes (see Annex), although the review period and 
date of payment may differ. This memorandum considers whether, this 
year.s Retail Price Index (RH) increase which could be of the order of 
i3 - 14 per cent, should be modified for the better-off occupational 
pensioners in the light of the continuing policy of incomes restraint. 

BACKGROUND 

2. It was agreed last July by Ministers shortly after the current pay 
limits had been announced, that It would on balance be better not to bring 
the issue of pensions into public debate by a step which involved legislation. 
Ministers had noted that no action had been taken to restrict pensions in the 
context of previous incomes policies and the question had at no time been 
raised by the Trades Union Congress (TUC). It was agreed, therefore, 
that the increases in pensions due later in 1975 should not be restricted In 
any way. 

3. In the event, the 26 per cent pensions increase led to strong public 
criticism during the autumn and winter months in Hie Press and In 
Parliament which was primarily directed towards the Civ i l Service. I had 
to give assurances that the inflation-proofing principle would be kept under 
review and looked at in the context of the economic situation in 1976. 
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4. The Ministerial Committee on Economic Strategy have considered a 
paper by officials about the pensions Increase due mis year. There was a 
clear majority in the Committee lor taking no modifying action this year, 
mainly because of the practical difficultieŝ  There was, however, some 
disquiet In the Committee At the prospect of allowing the prospective 
increases to go ahead unchecked, particularly for the batter-off pensioner, 
and it was agreed to report to Cabinet forfinal decision, 

ARGUMENTS FOR MODIFYING THE 1976 PENSIONS INCREASE 

5. The situation today is different from that of a year ago. last year 
Ministers were able to defend the 26 per cent increase on the grounds that 
it amounted in effect to the belated counterpart for pensioners of the big 
wage round during the 12 months up to mid-1975. Earnings during the 
current 12 months have however been restricted to £6 a week with an 
absolute cut-off at £8, 500; during the next stage of the policy they will 
be subject to an upper limit of £4 & week. Against that background there 
are three main arguments for modifying the pensions Increase under this 
year's review:

1. Equity suggests that the better-off occupational pensioners 
should no longer continue to be Insulated from the decline in 
living standards at the middle and higher income levels among 
the working population. The terms of service of people in , 
employment have had to be abrogated by die pay policy. 

ii. Underlying the criticism of the inflation-proofing arrange
menta has been the belief that, when most private sector 
employers cannot afford to protect their pensioners fully against 
inflation, it is wrong for public sector employers to do so 
apparently at the tax-payer's expense. The fact that Civil 
Service pay is reduced to the extent that Civil Service pension 
arrangements axe better all round than those of their pay 
counterparts has not disarmed the critics. Particular resentment 
has been expressed over pension increases which, though relatively 
few in number, have substantially exceeded the £6 a week pay limit, 
and, in a handful of cases, have exceeded £2,000 a year. Renewed 
and even sharper criticism of the Government would doubtless be 
prompted by the payment this year of pension increases of up to 
£1, 500 from public funds at a time when the limit on earnings will 
be £208 a year and the Government are looking for every economy 
in public expenditure. 

Hi. There is the particular problem of "overtaking". When 
pay but not pensions is subject to restraint, the newly-retired get 
a progressively smaller pension compared with moss who 
retired from similar jobs in recent years and have the value of 
their pensions maintained against the cost of living. For example, 
in the case of the Civil Service, the disadvantage for a Principal 
retiring at the end of this year will be up to over £500 and for a 
Permanent Secretary nearly £4, 000. These difficulties could be 
substantially eased by modifying this year's pension increases. 
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PRE-AWARD INFLATION-PROOFING 

6. At the higher levels in the private sector and to some extent in the 
nationalised industryfield, the "overtaking1' problem is being obviated by 
supplementing actual retiring salary under a special feature of the Inland 
Revenue practice governing the approval of pension schemes. This allows 
a final notional salary to be determined for pension purposes, which can 
range from:

i. salary received during any one of the five years preceding 
retirement to 

ii. the average salary received during any three consecutive 
years in the last 13 yeaes before retirement. 

uplifted by increases in the RPI between the end of the period selected as 
above and the date of retirement. A notional salary determined in this 
way may be substantially in excess of the actual salary in payment. Any 
step to restrict inflation-proofing by modifying this year's RPI increase 
for existing pensions ought to be accompanied by appropriate action t o 
remove tax Incentives to provide this sort of pre-award inflation-proofing 
and the post-award inflation-proofing corresponding to increases paid 
under the Pensions (Increase) Act, if rank discrimination against the 
public services is to be avoided. 

ARGUMENTS AGAINST MODIFYING THE 1976 PENSIONS INCREASE 

7. Pensions are essentially different from pay, and even after last 
year's increase Civil Service pensions now average only £17. 50 a week. 
The arguments for not interfering wife toe status quo include:

i. the principle of protecting the living standards of 
occupational pensioners was seen in 1971 as a not particularly 
generous advance towards social justice. More than a million 
pensioners will have made their plans on Hie assurance that 
their pensions would be fully protected against inflation, and 
some will have bought added years on mat assumption; 

U. existing pension arrangements have not been restricted 
under any previous incomes policy. Any connection between 
protection for occupational pensions and the pay limits would 
best be avoided in the broader context of national pensions 
policy; 

iii. any departure from the principle of price-indexing - other 
perhaps than as a short-term interruption of the existing 
arrangements - would be at variance win the inflation-proofing 
concept built into the Governments new pension scheme, 
whereby the State scheme will from 1978 provide price
indexing on that part of an Occupational pension which is 
substituted for State pension under the contracting-out 
arrangements, 
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iv. Inflation is now being successfully brought under control, 
and this year's likely Increase of 13 *- 14 per cent for public 
service pensioners would be only about half last year's increase 
and should be the last one of a higher-th&n-normal magnitude. 
In these circumstances, it would be better not to Incur the 
opposition of the trade unions and grapple with the difficulties 
of legislation involved In modifying the existing arrangements. 

THE ATTITUDE OF THE TRADE UNIONS 

8. The TUC have taken the view, in response to a specific enquiry 
from the National Union of Mineworkers, that mere is nothing under the 
new pay policy to preclude increases in pensions in payment under 
established arrangements. In practice, of course, any modification of 
pensions increase would be unlikely to affect die National Union of 
Mine worker a' membership. The TUC know, however, that Whitehall is 
looking at the problem of the better-off pensioners. 

9. The National Staff Side have expressed to me their strong 
opposition to any interference, given mat the Government had elected for 
the cheaper option of linking pensions to prices rather than pay. They 
argued that, whereas employees who accepted pay restraint in any one 
year could in future hope to make up the deficit, the pensioner would 
never catch up. Nor could there bs any guarantee that modification 
would only be for one year once the Government tampered with the 1971 
Act, Above all, they were opposed to discrimination against the public 
sector. 

LEGISLATION AND THE LEGISLATIVE P R O G R A M M E 

10. The Treasury Solicitor has advised that any of the modifications 
envisaged in this paper could not be implemented under the existing 
limited provisions in the pensions (Increase) Act 1971 for modifying 
public service pensions; a temporary amendment of the 1971 Act would 
therefore be necessary. As the details in the Annex show, however, this 
would not restrict increases throughout the wider public sector, e. g. British 
Steel and British Airways. Primary legislation would in any event be 
needed for the private sector. Something on the lines of Section 1 of the 
Remuneration, Charges and Grants Act 1975 is theoretically a possibility; 
but, bearing In mind the complex permutation of many schemes, consults
tlon with the Interested parties would be needed before comprehensive 
instructions could be issued to the draftsmen. 

11. Now that the Government have lost several days of Parliamentary 
time and cannot count on the co-operation of the Opposition in either House, 
the Lord President very much doubts whether the idea of getting a Bill on 
pensions on to the Statute Book by the Recess is any longer feasible. It 
would probably suffice to obtain Royal Assent by the end of the Session, but 
even so the Lord President considers that the addition of any Bill would 
exacerbate the already severe problems of completing those Bills already 
Introduced - unless the Government were to make room by dropping one or 
more of the fairly substantial Bills which have not yet made much 
Parliamentary progress. 
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COMPARISON WITH BASIC STATE PENSION 

12. The basic State pension is due to go up by about 15 per cent next 
November to £15.30. The increase in public service pensions of some 
13-14 per cent is unlikely, therefore, to cause any embarrassment 
qua the basic State pension. 

CONCLUSION 

13. There is a strong case, in principle, for some modification of the 
present arrangements. There are, however, considerable practical 
difficulties in that course of action. Moreover, If modification, were not 
to do more harm man good, great care would be needed in deciding what 
the change should be and how it should be presented and enforced. 

14. The main considerations are:

1. The best justification for restricting price-indexation 
in present circumstances is that the better-off among occupational 
pensioners should take some reasonable share in the decline of 
living standards. Against the background of an unprecedented 
but now declining rate of inflation, any modification should be 
presented as a quite exceptional interruption of the existing 
inflation-proofing arrangements. 

li. Discriminatory treatment against the public services must be 
avoided. In practice, this condition would probably be met if any 
limitation on pensions increase were seen to apply effectively to 
all the public services, the nationalised industries, the major 
private sector companies which give discretionary cost of living 
adjustments and were also accompanied by the withdrawal by the 
Inland Revenue of tax concessions to non-Government employers 
to provide pre- and poet-award inflation-proofing. The question 
of pensions increase was dealt with by the Government outside 
the TUC pay guidelines last year, and any action on a selective 
basis this year could be covered in the accompanying Government 
statement. If no satisfactory way could be found of avoiding 
singling-out the public services, however, that would be a very 
strong argument for leaving things as they are. 

iii. The simplest formula would be to deny all increases above 
a given level of pension income from all sources. The least 
arbitrary alternative would be to treat the 1976 pensions increase 
by broad analogy with either me Round 1 or the Round 2 pay limits. 
Modification would mitigate, although it would not solve, the 
"overtaking" problem. 
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iv. A 13 or 14 per cent pensions Increase would cost about 
£120 million for the public services in a full year; modification 
would save only a small part of this cost. A £ 8, 500 cut-off would 
mean for the Civil Service no increase at all for some 
75 pens loner a and would save about £90, 000. A cut-off of 
£ 6 a week (ie primarily by reference to the pay limit for the 
period covered by the inflation-proofing arrangements for the 
public services) would probably affect up to 5 per cent of the 
one million public service pensioners; a cut-off of £4 a week 
(by reference to the next stage of the pay policy) would probably 
affect some 15 - 20 per cent. In both cases the overall 
percentage saving In cost would be far less since all these ' 
pensioners would receive some increase. 

v. If pension increases were withheld, or restricted, above 
a given level, the following table shows the relationship between 
annual amounts of pension and the cost of living increases in 
prospect;. 

Amount of Pension 13% Increase 14% Increase 
£ * £ 

910 (average)
1485
1600
2230
2400
4000

 118
 
 208 (£4 pw) 


 312 (£6 pw) 

5 2  0

 127 
 225 (*4pw) 

 312 (£6pw) 

 560 
6000 7 8  0 840 
8500 1 1 0  5 1190 
10000 1 3 0  0 1400 

vi. The TUC and the pensions industry would need to be consulted 
before any decision were announced to restrict pension increases. 

vfi. If the Government decide against modifying pensions increase 
this year, the defence would have to rely primarily upon the 
argument that the rate of inflation had been halved and it would 
not now be right to interfere with pensions. 

R E C O M M E N U A TlON 

15. The main options open for the policy to govern pension increases 
under the next round of the counter-inflation programme are:

i. to restrict Increases by applying either the £6 or £4 limit; 

a. to restrict increases by an arbitrary cut-off at £8, 500 or 
some lower figure; 
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iii. not to restrict existing arrangements for protecting 
pensions in payment. 

The arguments for and against some restraint are finely balanced. Either 
way, the Government will have to face criticism, though from different 
quarters. On balance, however, the practical difficulties in the way of 
restricting increases seem overriding. Now that inflation is being brought 
under control, I recommend that we proceed as under iii. although we may 
have to be ready to face a campaign in Parliament and the media mat the 
tax- payer is again being unfairly asked to protect the public sector 
pensioner, which is, of course, not true. 

S 

Civil Service Department 

14 June 1976 
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A ! 

PEBSIONS INCREASE IS THE NATIONALISED INDUSTRIES 

1. The information below has been obtained from sponsoring 
Departments; the industries themselves have not been approached. 
2. The pension schemes of the nationalised industries fall into 3 
categories for the purpose of defining the method by which pension 
increases are paid, end therefore the method by which they could he 
restricted. They are grouped below into these categories. 

(a) Those who follow the provisions of the Pensions (Increase) 
Act 1971, and whose increases could therefore he restricted 
by en amendment to that Act: 

British Railways Board 
British Transport Docks Board 
British Waterways Board 
National Bus Company 
National Freight Corporation 
Post Office 

(b) Those whose increases are not specifically index-linked, 
and for whom a general exhortation to follow any restraint 
imposed should be sufficient: 

British Broadcasting Company 
Electricity Industry 
Gas Industry 
National Coal Board 

(c) Those whose increases are index-linked and whose schemes 
also include a provision against the worsening of the terms 
of the scheme; for these wider-ranging legislation 
overriding the scheme provisions would be necessary! 

British Airports Authority 
British Airways 
British Steel Corporation 
Civil Aviation Authority 
New Towns 
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CABINET 

THE ATTACK ON INFLATION THE SECOND YEAR 

Note by the Chancellor of the Exchequer 

I attach for the approval of the Cabinet the draft White Paper on Counter 
Inflation Policy which I should like to publish next week. 

D W H 

Treasury Chambers 

21 June 1976 
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T H E A T T A C K O N I N F L A T I O N 

T H E S E C O N D Y E A R 

1. Britain needs a strong economy and a fair society. Achieving this is 
a task for the whole of our people, not just for the Government. It will 
require a sustained effort. But in thefirst year of the attack on inflation we 
have made a good start. 
2. The damage done by rapid inflation is both human and economic. 

It eats into the living standards of those least able to protect themselves. 
The housewife, the pensioner and the saver sufferfirst The struggles of 
more powerful individuals or groups to escape Its ill effects only pot more 
burden onto others. The inflation weakens mutual bust in our society and 
confidence in our institutions. Economic confidence too is threatened. Jobs 
are destroyed because industries cease to be profitable and their investment 
stops. People lose confidence in our economy. These are the dangers which 
faced us last year. Since July we have begun to pull awayfrom them. 
3. Our first objective now must be to we that the British economy pays 

its way in the world. This means getting rid of the balance of payments 
deficit; making British products competitive in world markets, and seeing 
that the resources our industry needs for exports and investment are there 
when they are needed. The world economic recovery gives us the best 
opportunity we have had as a trading nation for many years. Now we 
have to seize it. 
4. Our second objective must beto rebuild British industry, especially 

our manufacturing industry. We have to make it more efficient, more prc
ductive, better able to innovate and to respond to new opportunities. That 
means putting more into new productive investment. In order to create the 
conditions for future improvements in living standards and public services, 
that investment has to take priority over any increase in other pnbac or 
private spending for the next few years. 
5. The third objective is to reduce unemployment and to maintain our 

social priorities. We can do this only by succeeding in thefirst two objectives 
and re-establishing our economy and our industry in tbe world. But as we 
make progress in putting the economy right, we must take every step we 
can to reduce the damage and waste that results from a high level of un
employmem and, within the limits of our resources, we must protect the 
members of our society most in need. 
6. The attack on inflation is fundamental to every part of this national 

enterprise. If we fail to control inflation we put every one of these objectives 
atrisk. Thanks to the efforts of both sidas of industry and of the whole 
British people, thefirst year of tbe attack on inflation is succeeding. The 
next section of this White Paper describes the progress we have made so 
far. This progress has been possible because the British people, including 
the millions of members of the trade union movement, have recognised the 
basic facts confronting the nation. Tbe undeiat&nding which tbe British 
people have shown of the dangers we all face is the Governments greatest 
strength in tackling our difficulties. The Government will continue to take 



the trade unions, industry and the public fully into their confidence. As 
part of the Social Contract the trade union movement has been more closely 
associated with economic management than ever before. Among the fruits 
of this have been the success of the first year of our attack on inflation, a 
dramatic improvement in industrial relations and the beginning of a new 
spirit of cooperation in British industry. 

PROGRESS SINCE JULY 1975 

7. Out inflationrate has been more than halved since last July. This. is. 
the measure of the achievement of the British people since the White Paper, 
"The Attack on Inflation" was published. And it has set Britain on the 
road to recovery. 
8. In thefirst half of 1975 inflation was running at an annual rate of 

about IS per cent. In the last 9 months the position has been transformed. 
The inflation rate in thefirst 6 months of 1976 is likely to be well under 
half what it was in the same period last year. By May 1976 the year-on
year inflation rate had fallen below 15£ per cent. In his Budget Speech on 
6 April the Chancellor of the Exchequer said that in order to end next year 
with an inflation rate at least in line with oat foreign competitors we must 
aim at a further halving of our inflation rate by Da.ember 1977. Further 
progress in reducing inflation is the key to all our policies. 
9. The achievements so far would not have been possible without the 

voluntary £6 pay policy put forward by the TUC last July and endorsed by 
the Government, Since I August 1975, this policy has been fully observed 
throughout the economy. It has greatly reduced not only the rate of price 
and cost increases, but also the inflationary expectations of a year ago. 
Although there is still a long way to go, it has put the country in a very 
strong position to benefit from the recovery of world trade, with exports 
as the main stimulus to renewed growth in output. All the signs are that 
exports are growing much faster than the 10 per cent annual rate which 
the Government expected at the tune of the Budget. 
10. The Government have used all the weapons available to them to 

reduce inflation- The growth of the money supply has been strictly 
controlled, and cash limits have been introduced across a wide range of 
public sector expenditure. These measures were foreshadowed in last year*s 
White Paper. Together with continuing controls on prices and dividends, 
they have complemented and buttressed the £6 pay policy. 
TACKLING UAEMPTOYMENT 
U, The trend of unemployment in 1975 pointed to disaster. The £6 

policy played a large part in checking it. For their part, the Government have 
acted throughout the period since the 1975 Budget to alleviate unemploy
ment by new measures on jobs and training. In that time they have made 
available over £400m in order to create or keep open 250,000 jobs or 
training places. Government measures have included a temporary employ
meat subsidy, a recruitment subsidy for school-leavers, a job creation 
programme, an acceleration in the already fast-expanding programme for 



adult retraining and placement, increased allowances for training and 
employment transfer and special allocations to industry to maintain 
apprentice-training during the recession. The main emphasis in the whole 
programme has been on helping young people and particularly school-leavers. 
In addition to these programmes, Government assistance to industry under 
the Industry Acts and other measures, or through the National Enterprise 
Board has helped to preserve or create jobs. These have included several 
hundred thousand jobs atrisk in the motor vehicle industry, as well as 
about 70,000 jobs preserved or created through regional selective assistance. 
Several thousand other jobs have been preserved or created through help 
tofirms in temporary difficulty and through accelerated project schemes. 

Pensions 
12. The Government have substantially raised the living standards of 

retirement pensioners, widows, and the long term sicfc and disabled. The 
National Insurance pension uprating in November last year brought the 
cash increase in the pension since the last uprating of the previous administra
tion to some 70 per cent and the increase in real terms to 15 per cent Over 
the same period the real value of the pay increases gained by the average 
man in employment were almost totally eroded by inflation. The Govern
ment have already announced further increases in National Insurance 
pensions to take effect in November 1976, which will bring the pension for 
a married couple up to £24.50 a week, and that for a single person to 
£15.30. The pension rates will then be practically double what they were 
when the Labour Government took up office. The increase this autumn 
will more than compensate pensioners for the rise in the cost of living 
over the preceding 12 months. It will also considerably exceed the likely 
movement in earnings between November 1975 and November 1976 and 
will take the pension to a new peak in real terms. The Government have 
fully met their commitment to raise pensions in line with earnings for the 
whole period since July 1974. 

13. So the attack on inflation has made a great advance since last July and 
at the same time the Government have been able to maintain their major 
social priorities. But there are still great difficulties to be faced. Unemptoy
meat is still much too high. Wage costs per unit of output are still rising 
more quickly in this country than in our main competitor countries. And 
in the last few months there has been the unexpectedly sharp depreciation 
of sterling—a problem intensified by an upturn in world commodity prices, 
which has increased the foreign exchange costs of essential UK imports. 
14. Inevitably, recent exchange rate movements have impeded our 

progress in thefight against inflation. Last July, the Government set a 
target of reducing the year-on-year increase in prices to singlefigures by 
the end of this year. It is bound now to take us somewhat longer to reach 
this target, but we should still achieve the objective of a further halving of 
the inflation rate by the end of 1977. 



THE PROGRAMME FOR THE YEAR BEGINNING 

1 AUGUST 1976: THE PAY POUCY 

15. We are now entering a stage in our economic recovery in which 
world trade' is increasing, and production the world over is growing to meet 
rising demand. This situation gives us *he best opportunity the country
has had since the war for export-led growth, with all that means in terms 
of higher UK output and employment To get these benefits we have to 
maintain the momentum of the attack on inflation and consolidate the 
gains made in thetestV2 mcnUis. Diverting resources into exports and 
investment requires both a high level of competitiveness in our industry and 
a basic change in the structure of our economy. This change is essential 
if we are to have a good prospect ofrisingliving standards in future years;
but we have to absorb its impact on our present living standards. If we try
to improve our living standards by higher money earnings, we shall only
get more inflation; it is just no good paying ourselves in confetti. The best 
prospect for seizing the opportunity of export-led growth, and achieving
sustained improvement in our living standards, is to get our inflation rate at 
least down,tothat of our competitors, and to keep it there. 
16. This was the objective to which this year's Budget proposals were 

addressed. For thefirsttime, the Chancellor of the Exchequer offered to 
link substantial tax reliefs with a pay limit consistent with a further halving
of the inflation rate. Following the Budget statement. Ministers embarked 
on intensive consultations about the next stage of counter-inflation policy: 
these culminated in the new agreement with the TUC on a pay limit for the 
next year equivalent to an increase of about 4J per cent on average in 
wages and salaries. The Government endorsed the TUC proposal which 
limits increases to £2.50 for those earning up to £50 * week, to 5 per cent 
for those between £50 and £80. and to a maximum of f4 at all higher levels 
of earnings- Increases under the new pay limit, like those under its predeces
sor, will not be consolidated into basic rates. Because of the tight structure 
of this policy, the increase in average earnings to be expected over the next 
year is in line with that envisaged by the Chancellor when he proposed a 
pay limit in the area of 3 per celt coupled with tax reliefs. The Government 
therefore made clear on 5 May that, once the proposed new pay limit had 
been ratified by. the TUC Special Congress on 16 June, they would imple
ment in fuM the conditional tax reliefs outlined in the Budget 
'' 17.' People at work win benefit in three ways from the new pay policy
and the tax reliefs associated with it: 
: i, they will benefit from the pay increase itself, us described in paragraph 16;. 
- it. they will benefit front the tax reliefs. By July or August, when all 

the reliefs will be operating, the average family will already have 
benefltted by as much as £30. The amount of benefit will vary with 
family circumstances and levels of income. The tax reliefs operate 
from 1 April 1976, and wiU be in payment by not later than August 
197*$. For most people this means that the tax relief operates very 



much earlier than the date for their pay increase under the new 
agreement; 

iii. they will benefit because prices will rise more slowly than they
would with a higher limit. By the end of 1977 this reduction in infla
tion is expected to be worth as much to the average family as a pay
rise for the breadwinner of £2 a week. 

Annex A shows the benefits under i and ii abovefordifferent families and 
income levels. 

Living standards 
18. The dramatic increase in oil and other commodity prices in 1973/74 

reduced our real national income by 5 per cent, at a time when we were 
already living beyond it by running an external deficit. The impact of that 
fall in national income was cushioned for a period by increased borrowing
abroad, but much of the unavoidable decline in living standards of people 
at work came through in thefirsthalf of 1975. We now have to face the 
effects of the fall in the exchange rate and the need to direct more 
resources to exports and investment, with the benefits which that will bring
for employment. The changes in the Price Code referred to later in this 
White Paper are part of this. But inflation will be lower, people at work will 
benefit from the tax reliefs linked with the new pay limit, and output and 
productivity will be recovering. Some furtherreductionin the real value of 
take-home pay (affecting single people more than families with children)
is a necessary condition for reducing unemployment and getting the balance 
of payments right but the reduction in therealvalue of the average pay
packet should be a good deal less than that experienced in thefirsthalf of 
1975 before the £6 pay policy was introduced. 

The pay limit for tfae next year 
19. Annex B to this White Paper reproduces the TUC pay guidelines,

endorsed by the Government for the coming year. These guidelines were 
adopted by an overwhelming majority at the TUC Special Cqngress. The 
CBI welcomed the TUC decision and said that their members would do all 
they could as employers to see that the guidelines were adhered to. 
20. Increases within these new limits, as under the current £6 policy,

are to be applied as a cash supplement to earnings, and hi general the ioter
pretation of the policy in particular circumstances will be the same as fa 
the current: period. Like the £6 these are the limits within which the amounts 
of increases are to be negotiated. There are no transitional provisions; for all 
groups increases within these new limits may be implemented 12 months 
after thefitajofincrease which they received in the previous period. For 
those to whom the £8500 cut-off applied in the previous period increases 
may be implemented 11 months after the date On which an increase would 
otherwise have been allowable. An increment which has been withheld solely
because of the £8,500 cut-off may be paid with effect from a date'12 months 
after the date on which it would otherwise have been allowable; alternatively
an increment: Allowable' on the later of these two dates may be paid; but hot 
both. Separate increases in London weighting and other geographical allow'-1 



ances will not be payable in the 12 months from 1 August 1976; but such 
allowances may be included as part of total earnings for the calculation of 
increases under the new pay limit. 
21. The Government attach the highest importance to maintaining the 

principle of a voluntary policy. They therefore welcome this further agree
ment with the TUC on guidance to negotiators within the framework of the 
Social Contract; and they are confident that it will secure the same measure 
of acceptance and support as the £6 limit. These guidelines should be 
universally applied, and the TUC will oppose any settlement in excess of 
them. The Government will ensure strict compliance with the new policy 
throughout the public sector, as they have done with the £6 policy. The 
arrangements and sanctions in Grind 6151 to secure compliance in both 
public and private sectors will continue to apply. 
22. The present voluntary arrangements through which the Government 

now collect information about pay settlements and intended settlements will 
continue. So will the requirement to supply pay information to the Price 
Commission for the purposes of price control. 

PRICES 

23. Even at the lower levels we are now experiencing inflation remains a 
heavy burden on all sections of the community and especially the housewife. 
But the consumer can look forward to a lower rate of inflation in the next 
12 months than in the past year. 
24. During the last year we made a major and successful effort to reduce 

the pressure of wage costs on prices, and the new pay limit will mean a sub
stantial further teduction in that pressure. Bat there will also be new factors 
at work. With the recovery of the economy from the recession, we can expect 
rising productivity to moderate the rate of increase in unit labour costs. On 
the other hand we shall have to contend with substantial pressure from 
higher import prices, not only as a result of the depreciation of sterling, but 
also because ofrising world demand for food and raw materials. 
The NatkMubaed bdnettks 
25. The operating deficits of the nationalised industries caused by price 

restraint have been eliminated. The exceptional pricerises necessary for this 
purpose have now happened and future increases will In general be lower, 
broadly is line with the reduced level of pricerises in the economy generally. 
The British Railways Board have announced that they will not be seeking 
any further fare increase during 1976, and the Post Office Corporation have 
said that they do not intend to increase the main letter post rates in 1970, 
nor telephone charges during the rest of the presentfinancial year. 

FoodSubcVfiea 
26. The Government have said that food subsidies will be progressively 

reduced as inflation is brought down and as social benefits are improved. 
But these subsidies still contribute substantially to the protection of people 



on low incomes: over £400m will be spent on them in the year up to March 
1977. 

School Meals 
27. There will be an additional subsidy of £35m so that the price of 

school meals will not have to go up in this financial year. 

Price Controls 
28. The Government propose to extend for a further year from 1 August 

1976 the powers to control prices through the Price Code. There will continue 
to be both cost control and profit control under the Price Code and the 
Price Commission will continue to enforce it. The Government are 
determined to ensure that the results of pay restraint by people at work are 
reflected in the price level and that a strict control is retained. Some changes 
in the Code are however needed in the interests of investment and jobs, and 
they are described in a later paragraph. They are essential to our success 
in rebuilding industry and reducing unemployment. 

PUBLIC EXPENDITURE AND MONETARY POUCY 

29. Pay restraint and price control will not be effective in reducing the 
inflation rate unless other aspects of economic policy are also consistent 
with that objective. It is essential, therefore, thatfiscal and monetary policy 
should contribute to the attack on inflation, and help the movement of 
resources into exports and investment. Failure to control public spending, 
or to ensure that the growth of the money supply does not stimulate inflation, 
would place the Governments programme in jeopardy. The Government 
have already declared their determination to ensure that the planned public 
spending totals, including those for local authorities, are not exceeded. In 
addition, for the current year, cash limits have been extensively applied to 
individual public expenditure programmes, within the strict limits which 
have to apply to public spending, the Governments priorities will accord 
with the objectives set out at the beginning of this White Paper. 

30. In addition to exercisingfirm control of public expenditure the 
Government are determined to see to it that the growth in the money supply 
does not stimulate inflation. The Chancellor has said he will ensure that the 
growth of the money supply is consistent with the Gcvernmenfs plans for 
the growth of demand expressed in current prices. The Government are 
equally determined that the expansion of productive capacity and exports 
should not be held back by competing public sector demands for finance. 
These policies will be reinforced if necessary by further action in the fiscal 
and monetaryfields. Moreover, steps have been taken to ensure that the 
banks fully meet the needs of manufacturing industry forfinance; any 
expansion of their business has had to be directed to meeting industrŷ  
needs for the expansion of exports, import saving, investment and working 
capital. 



REBUILDING BRITISH INDUSTRY: JOBS AND INVESTMENT 
31. The key element of the Governments longer term programme for 

the British economy is the effort to rebuild British industry. The essential 
conditions for success are control of inflation, which destroys markets and 
jobs and undermines the confidence needed for investment; and the pro
vision of sufficient resources, real andfinancial, to get industry moving. 
On the one hand public demands on resources have For the present to be 
kept within tight limits. On the other industry has to be permitted, within 
the framework of the price control, to achieve sufficient profitability to 
generate the funds for investment and to offer the prospect of an adequate 
return on investment once undertaken. During the 1960s, the rate of return, 
after taking account of the need to replacefixed investment and stocks, was 
typically over 10 per cent. By 1974 is was down to 2.2 per cent. This has 
contributed to the recent slump in new productive investment and consequent 
loss of jobs. The downward trend in profitability must be reversed. 
32. The Government therefore propose a number of changes in the 

Price Code to encourage investment and employment 
The main changes are as follows: — 
a. an increase from 20 per cent to 35 per cent in the rate in investment 
relief (that is, the proportion of the costs of new investment which 
may be reflected in current prices); 

b. provisions relating to the depreciation of assets and to the apprecia
tion of stocks which (in line with the general conclusions of the 
Sandilands Report which the Government have accepted) recognise 
the damaging effects which inflation has produced; 

c. redefinition so as to take account of inflation of the categories into 
whichfirms fall, and which affect the procedures to which they are 
subject; 

d. measures to mitigate the present disincentive effect of the Code on 
improving efficiency, induding the abolition of the productivity 
deduction; 

e. other measures to reduce the administrative burden on companies of 
operating the. Code. 
The Price Cĉ nmjssion' monitors investment relief to ensure that 

relief is only claimed where investment is actually taking place. To qualify, 
investment must be in home-based industry, and in plant, machinery, com
mercial vehicles and the construction of industrial buildings and warehouses. 
34. - The Government do not expect that the changes in the price controls 

will by themselves lead to any early or appreciable increase in the general 
price level. Market forces have ensured that the prices of many goods and 
services are now below the level which companies would be entitled to 
charge under the Price Code; but as economic recovery progresses, the 
Code will play an important part in keeping down the cost of living. By 
July 1977, when present powers to control prices empire, it is estimated 



that the proposed changes in the Code will probably have made a difference 
of about I per cent to the Retail Price Index. 
35. It is essential for OUT economic and industrial recovery that the 

resources released by these changes should be channelled into the productive 
investment in fixed and working capital which British industry needs to 
correct present weaknesses and secure a greater $hare of markets at home 
and abroad. This is also the objective of the Governments industrial strategy, 
now being developed in collaboration with both sides of industry. A good 
start has been made in thefirst stage of the industrial strategy. The National 
Economic Development Council is about to consider thefirst reports of the 
tripartite groups which have been working to produce proposals for action 
in many sectors of manufacturing industry. Planning Agreements and the 
National Enterprise Board will also have a key contribution to make to the 
regeneration of British industry. 

LEGISLATIVE STEPS 

36. The Government will ask Parliament to approve; 
i. a draft Order in Council extending until 31 July 1977 the operation 
of the Remuneration Charges and Grants Act 1975 and of Part II 
of ihe Counter Inflation Act 1973; 

ii. a draft Order to add this White Paper to Cmnd. 6151for the purpose 
of the Remuneration Charges and Grants Act; 

iii. Ways and Means Resolutions and amendments to the Finance Bill 
to give effect to the conditional tax reliefs. 

The two draft Orders are being laid before Parliament today and are 
subject to Affirmative Resolution by both Houses. 
37. Details of the proposed changes in the Price Code are published 

today in a consultative document by the Secretary of State for Prices and 
Consumer Protection. After the consultations have been completed, the 
Secretary of State will make an Order to implement the amendments to 
the Price Code, to take effect from 1 August. The necessary Affirmative 
Resolutions will be placed before Parliament. 
38. The present arrangements whereby dividends are strictly controlled 

will continue as before. 

REALISM AND RECOVERY 

39. The Government said last July mat the programme set out in the 
"Attack on Inflation" was designed to save our country. Because that 
programme was adopted and implemented by all sections of the community 
acting together we have averted economic disaster, and can now tackle with 
fresh hope the fundamental problems yet to be solved. We need to switch 
resources away from consumption towards exports and productive invest
ment; to get our inflation down to international levels and keep it there; to 



conquer the social evil of high unemployment; to eliminate the current 
account deficit on the balance of payments; to adopt a new realism in our 
approach to public expenditure; and to accept that, for some time, living 
standards cannot increase in tbe way to which this country was accustomed 
in the years before 1973. 
40. The £6 pay policy and the other policies set out in Cmnd. 6151 

have given us a good start. We must build on these gains; we cannot risk 
throwing them away. The recent decision of the TUC Special Congress is a 
dramatic recognition of this. We shall have to maintain our policies of 
cooperation and restrain! in poisuifl. of Ihe objectives outnned at tbe begin
ning of this White Paper. If we do this, the opportunity is there for us to 
reassert our place in an expanding world economy as a leading industrial 
nation which can again offer its people arising standard of living and of 
social provision. 



A N N E X A 
PAYTOLICYAND TAX RELIEFS: INCREASE IN NET INCOME 

Married couple (wife not working)
Increase In 

Increase in grossearnings
Gross earnings gross earnings after tax' Tax Relief Increase in net income 

£pw tow £pw £pw £pw percent.
30 2-50 1-48 0-88 2-36 9-7 
40 2W 1-48 0-88 2-36 7-8 
SO 2-50 1-48 0-88 2-36 6-5 
60 300 1-78 0-88 2-66 6-3 
70 3-50 207 088 2-95 6-2 
80 400 2-37 0-88 3-25 6-0 
90 400 2-37 088 3-25 5-4 

100 4 00 2-60 0-88 3-48 5-3 
125 400 2-20 2-09 4-29 5-3 
150 4 00 1-95 2-74 4-69 5-0 
200 4-00 1-60 3-91 5-51 4-8 

* Before Budget increases in personal tax allowances and allowing for graduated national insurance 
contributions. 

Based on personal tax allowances but excludes income-related benefits such as family income 
supplement and housing rebates. 

Single Person 
Increase in 

Increase in grossearnings
Gross earnings after tax*Tax reliefgross earnings Increase in net income 

£pw £pw £pw £pw £pw per cent. 
30 2-50 f-48 0-40 1-88 8-4 
40 2-50 1-48 0-40 1-88 6-7 
50 2-50 148 0-40 1-88 5-5 
60 300 1-78 0-40 2-18 5-5
70 3-50 207 0-40 2-47 5-4 
80 4-00 2-37 0-40 2-77 5-3 
90 400 2-37 0-40 2-77 4-8 

100 400 2-40 0-63 303 4-7 
125 400 2-17 1-52 3-69 4-7 
150 400 1-80 2-34 414 4-6 
200 400 1-60 3-09 4-69 4-2 

* Before Budget increases in personal tax allowances and allowing for graduated national insurance 
contributions. 

Based on personal tax allowances but excludes income-related benefits such as family income 
supplement and housing rebates. 

Married Couple with two children under 11 (wife not working) 
Increase in 

Increase ingrossearnings 
-s after tax*TaxTax reliefrelief't'tGross earnings Increase In net incomegross earning

£pw £pw £pw SLpw per cent.
30 ... ... 1-50 f-48 1-68 316 11-3 
40 2-50 1-48 168 316 9-3 
50 2-50 1-48 1-68 316 7-9 
60 3-00 1-78 1-68 3-46 7-5 
70 3-50 207 1-68 3-75 7-2 
80 4-00 2-37 1-68 405 70 
90 400 2-37 1-68 405 6-4 

100 4-00 2-60 1-68 4-28 61 
125 400 2-20 2-80 5-00 5-9 
150 4-00 2-00 3-79 5-79 5-9 
200 4-00 1-60 5-29 6-89 5-7 

* Before Budget increases in personal tax allowances and allowing for graduated national insurance 
contributions. 

t Including increases in child tax allowances. 
Based on personal tax allowances but excludestocome-related benefits such as family income 

supplement and housing rebates. Family allowance is assumed to be claimed at all income lewis, claw
back has been deducted. 



TUC PAY GUIDELINES 

The TUCs pay guidelines agreed with the Government are set out below. 
These guidelines should be universally applied and the TUC will oppose any 
settlement in excess of them. 
i. It has been agreed that the guidelines for increases becoming operative 

in the period August 1 1976 to July 31 1977 should comprise a percentage 
increase of five per cent on total earnings for all hours worked with a cash 
minimum of £2.50 and an upper cash maximum of £4 per week. The figures 
will apply to all full-time adults (aged 18 and above) with pro rata payments 
for part-timers and juveniles. 
ii. This will be payable as an individual earnings supplement. It will 

entail employers each week calculating total earnings and addingfive per 
cent to the result. If the answer is more than £4, £4 would be added. If less 
than £2.50 results, £2.50 is likewise added. 
iii. The 12 months' interval between major pay increases should continue 

to apply. Where no increase has been received since August 1 1975 because 
of the cut-off requirements of the £6 policy, the normal negotiating date 
should apply. 
iv. All other improvements including non-wage benefits should be kept 

within the overall payfigure except as provided for in the current policy; 
improvements in (or the introduction of) occupational pensions schemes up 
to the contracting-out level provided for in the Social Security Pensions Act 
can also be implemented outside the pay figure. 
v. Negotiators will be responsible for ensuring that earnings do not 

increase beyond these levels. Where unions experience difficulty in interpret
ing the guidelines in relation to their own negotiating situation, they should 
approach the TUC for guidance. 

Printed In England toe Her Mafc*tr'i Stationery Onto bj William) Lea. London 
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FUTURE OF THE PRICE CODE 

Note by the Secretary of State for Prices and Consumer 
Protection and Paymaster General 

1. The Ministerial Committee on Economic Strategy fEY) ha. agreed 
my proposals for the modification of the Price Code They are.to be 
published in a Consultative Document concurrently with the White Paper on 
the Attack on Inflation in 1976/77. 

2. Arising from the discussion la E Y tte S e c r e t a r y of State for 
EmplovmentTand I saw members of the staff of the Trades Union Congres, 
(TUCVon 17 June to describe to them the n^inmrflfteaiion. deluding the 
abolition of the productivity deduction. The TUC st*ff said t^t although 
the package went beyond what was said to the T U C at &eir m e e t t a g ^ the 
Prime Minister anTother Ministers on 10 June they dfcl not propose to 
advise the TUC negotiating team to seek a further meeting. 

'3. Attached for the information of Cabinet is the text of the explanatory 
part of the Consultative Document. 

S W 

Department of Prices and Consumer Protection 

22 June 1976 



MODIFICATIONS "CO THE PRICE CODE: A CONSULTATIVE DOCUMENT 
PART I: THE PROPOSALS SUMMARISED 

1 This Consultative Document describes and summarises the 
Government's proposals for the Price Code element in the prices polic 
for the next twelve months of the attach on inflation as outlined in 

I the White Paper Cmnd 6507. The administrative arrangements for a 
Price Commission and a Price Code will continue. Firms will continue 
to operate under general profit ceilings and in addition the general 
test for price increases will continue to be whether there has been a; 
increase in costs. At the same tine, within this broad framework 
there will he changes to permit British industry to raise the funds 
that are needed to finance a higher level of activity, to increase 
employment and to instil the confidence needed to invest for the 
future. 

2 A. complete draft of a new Price Code is set out in full in 
tut II of this Consultative Document, with a commentary to indicate 
*w  *. * - - h Tvrovision. The more important changes Jthe purpose and effect of each proviso"

ore discussed below. 

Investment Relief 

3. There will be an improvement in the relief available for new 
tiled ^vestment. The range of investment in physical assets - -in w o-v-t-Anded to cover expenditure by qualifying for relief will he extenaea 

-rtf ftbooa. but investment in office datallers on the construction of anops, 
Gildings will remain outside the scope of the relief. 



4. The rate of relief on investment has been 20% since May 1975-
That is to say, firms are allowed to raise prices in the year in 
which investment expenditure is incurred to the extent necessary to 
recover one-fifth of that expenditure from current price revenue. 
The Government are proposing that the present rate of investment 

 I frelief should be increased to 35%*  there is to be a continuing 
form of prices policy after the next 12 months in which investment 
relief is appropriate, the Government intend that equivalent relief 
on new investment should be maintained as an integral part of the 
regime. The Price Commission will continue to verify that the actual 
investment expenditure is undertaken during the investment year and 
that not more than the amount of relief permitted has actually 
been taken in prices. 
Depreciation and stocks 
5- The Report by Sir Francis Sandilands' Committee on Inflation 
Accounting has demonstrated that, in a period of inflation, the 
apparent profits indicated by company accounts drawn up on a 
historic accounting basis may conceal the fact that the firm is 
not making sufficient money even to replace the assets it has 
consumed. In the company sector the real rate of return (ie at 
replacement cost and after deduction of stock appreciation) is very 
low and has fallen over the decade from 1965 from around 1056 to 
around 2%. 

6 . The Government have accepted in principle the conclusions of the 
Sandilands Heport. The Inflation Accounting Steering Group is 
currently considering what new accounting standards are needed to 
give effect to the Sandilands recommendations. This is a complex 
task, and the Steering Group's timetable precludes^ new accounting 



standard before the new Price Code cornea into force. The Government 
have accordingly had to consider how the new Code can take account of 
the message of the Sandilands Report, without prejudicing the 
recommendations of the Steering Group, in the accounting rules as 
they relate to: 

a) depreciation; and 
b) the treatment of stocks. 

depreciation 

7. The Government propose that the new Price Code should broadly 
recognise the fact that the historic cost method makes too little 
provision for depreciation. The Current Cost Accounting (CCA) 
techniques recommended by the Sandilands Committee would permit 
firms to value assets for depreciation in various ways designed to 
snow their value to the business. The present Price Code precludes 
firms from using the revaluation of assets for the purpose of Price 
Code depreciation if the revaluation has taken place during the 
period of the controls. This limitation will be removed in the new 
Code in respect of revaluations shown in companies' annual accounts. 
The majority of firms will, however, be continuing to depreciate 
against historic cost for other accounting purposes during the 12 month 
period under consideration, and figures thus arrived at will in 
general make inadequate provision for the replacement of the assets 
concerned. The possibility that the Price Code itself should 
incorporate accounting rules for the indexing of depreciation, on 
the baBis of the Price Index Numbers of Current Cost Accounting that 
are now being published by the Central Statistical Office, has been 
considered but rejected for two reasons. First, Price Code provisions 



on this subject drawn up now are likely to differ substantially from 
the full accounting standard that will eventually be issued, so that 
firms would be obliged to adopt procedures purely for pricing purposes, 
only to change them again after a short time. Secondly, the rules 
for the selection and application of indices would leave room for 

dispute and disagreement, with the result that many firms would 
probably feel that they were not equipped to undertake such complex 
calculations. 

8. In the interim period, while a new accounting standard is awaited, 
the Government have accordingly concluded that there should be a 
general marking-up of historic depreciation charges for all Price 
Code purposes (where there has not been a recent revaluation). This 
cannot be a precise or scientific provision for adjusting historic 
cost to CCA accounting. It is no more than a broad adjustment to 
improve the position until a new accounting standard is in operation. 
It has the merits of presenting no problems of calculation to firms 
or to the Price Commission. The adjustment factor proposed is 1.3. This 
moves some way, but not all, towards replacement cost. 
9. The supplementary provision affects both the cost controls and 
current profit margins. There will be no adjustment of reference 
levels or other base data. Claims for depreciation are checked in 

by the Price Commission 
due course against the company's annual accounts / and revaluation 

will be admitted only where it has already appeared in such accounts. 

Stocks 

10. Just as historic accounting in a period of inflation may mean 
that a firm which is apparently profitable is consuming its capital 
stock, so it may mean that apparent profits are in fact little more 



than the rising value of stocks, which have to he replaced at higher 
cost if the business is to keep going. The Sandilands Committee 
recommended an adjustment to reflect the current cost of each sale, 
and this also is one of the technical issues under consideration by 
the Inflation Accounting Steering Group. 

11. Here again, the Government propose that pending agreement on a 
new accounting standard the Price Code should include an interim 
adjustment moving towards the objective of the Sandilands Committee's 
conclusions. 

12. Increases in the cost of materials are among the allowable cost 
increases which can be reflected in price increases under the Code. 
For this purpose, it is proposed that all firms should have the 
option of calculating the cost of materials currently consumed on 
the basis of the latest contracted purchase price as 

defined in-the Code. 

13. Notional stock profits can also affect the position of firms 
under the net and gross profit controls in the Price Code, A relief 
for stock appreciation is already in operation for purposes of 
Corporation Tax. The system is familiar, and it is proposed that 
current gross and net profit margins under the Price Code should 
be abated by a similar method so that paper stock profits cannot lead 
to a profit excess in comparison with reference levels. To take 
account of the fact that reference levels will remain unadjusted, a 
deduction will be made for the proposed relief analogous to the 
deduction made for tax purposes. The amount of the deduction proposed 
is 30% of the increase in stock values (not a percentage of profit, 
as for tax purposes) in the relevant period. 



14. This stock relief will make it easier for firms to finance 
the materials they need when business activity turns up, and will 
facilitate the replacement of stocks when costs are rising. Steps 
will be taken to ensure that the relief is not abused, tfirras will 
be required to inform the Price Commission of the volume increase 
in their stocks, and further enquiries will be made if there is 
reason to suspect that stock levels have been manipulated to bring 
about unjustifiable price increases. These aspects of the new 
relief will be monitored closely by the Price Commission. 

Productivity Deduction 
15- The productivity deduction has been a feature of the Price 
Code since its introduction by the Conservative Government in 1973 at 
a level of 50%. In December 1974 it was reduced by the present 
Government to a standard rate of 20%. 

16. The £6 a-head pay policy has reduced the rate of increase in 
labour costs, but even so increases inevitably constitute a large 
element in firms' total costs especially in the more labour-intensive 
sectors of industry. The productivity deduction prevents firms from 
fully meeting higher wage costs and therefore can have an unfavourable 
effect on employment. In today's circumstances the productivity 
deduction can be dropped with no significant price effects and a 
useful benefit in providing jobs and simplifying the controls. The 
deduction will, however, continue on a transitional basis for payments 
under escalation and variation-of-price clauses in contracts concluded 
since the introduction of the Price Code. 



Efficiency and cost savings 
17. It has been represented that the Price Code can be a disincentive 
to firms which expand output or cut costs, because any reduction in 
costs per unit of output should be entirely reflected in the price, 
and cannot be applied to improve profit margins. The cash value of 
a margin will he reduced if there are cost reductions, whether as a 
result of greater efficiency or because increased output leads to 
overheads being more thinly spread. A similar result can occur if 
exports rise as a proportion of total output, since the fixed cosfcs 
allocated to home sales are likely to be proportionately reduced. 

1Q. The Government have looked carefully at the proposition that 
the Price Code should cease to be expressed solely in terms of costs 
per unit of output and should be re-constructed, for firms which found 
this helpful, to permit the optional use of "input costing". They 
have concluded that the link between prices and actual output costs 
must be retained, and that a radical restructuring of the Code on an 
optional basis would not be Justified. However, within the framework 
or the general rules, it is proposed to introduce new provisions to 
deal with the effect on overhead costs described in the preceding 
paragraph. For calculations involving changes in overhead costs, half 
of any future growth in output will be disregarded, so that firms will 
hot lose the whole of the benefit of the lower costs which result 
from increased production and exports. For this purpose, fixed costs 
will be taken to include those categories of non-wage labour costs, 
such as national insurance, which are not at present subject to the 
productivity deduction. As a special incentive to the more economical 



use of fuel, any finn which can reduce the unit output cost of fuel 

from a base date will be permitted to retain the saving and will 

not be required to pass it into the price. The base date for the 

purpose of these new provisions will be the date of the most recent 

price increase preceding the introduction of the new Code. The 

present output costing rules will continue to apply to those labour 

costs which are subject to the productivity deduction in the present 

Code. There will be no change in the output costing rules as they 

apply to materials costs, since the Government consider that savings 

resulting from lower costs should be passed on in full to the consumer-

Pricing Flexibility 
19. A central feature of the new Code will continue to be the link 
between increases in costs and consequential increases in prices. 
The Government accept the need, however, for a degree of flexibility. 
This has existed in earlier versions of the Code, but for the next 
phase the Code will set out clearly the extent to which individual 
prices can be restructured. 

20. The basic rule will be that the average increase in prices for 
a range of products (weighted to take account of the value of sales 
of different products) should not exceed the total entitlement arising 
from the cost controls. Within this total, the principle in the Code 
will be that the individual price increase (in percentage terms) should 
not be more than twice the average increase for the range. Firms 
will only be permitted to increase individual prices beyond this 
limit if: 

a) the individual price increase is not more than % ; 
or 



b) the individual price increase can be justified by 
reference to a disproportionate increase in the 
costs for that product; or 

c) the Price Commission are satisfied that it is the 
firm's established commercial practice to maintain 
a particular pattern of differential price increases 
within the range; or 

d) the Price Commission are satisfied that a higher 
price is justified for a particular product in the 
light of the limited extent of recent price increases 
on the product or of the period which has elapsed 
since the price of the product was last increased; or 

e) pricing flexibility between different types of pack 
or outlet has been permitted under the present Code. 
It is not, however, proposed to provide for flexibility 
between different localities, since the Government do 
not consider it equitable for a customer's price 
increase in one part of the country to cross subsidise 
another. 

21. There can be situations of market dominance in which a re
structuing of prices may be desirable so as to ensure the best use 
of resources and hence the greatest ultimate benefit to consumers. 
The Monopolies and Mergers Commission recommended such a restructuring 
in a recent report on plasterboard, where it is considered that the 
change from a system of uniform delivered prices to a system of zonal 
Prices would be likely in the long run to make for a more competitive 
and efficient trading situation. It is proposed that the new Code 



should make provision for price restructuring, where this arises 
from a Monopolies and Mergers Commission report and where the case 
for action has been accepted by Government and reflected in an order 
or undertaking under the Pair Trading Act 1973* 

Net profit margin controls 
22. The Government see no need for any radical new approach to the 
setting of profit ceilings through net profit margin controls. As 
a general rule, they believe that a ceiling derived from the actual 
performance of the individual firm is the fairest approach. The 
process of establishing reference ceilings has been completed. The 
Government rule out any modifications to the structure of control 
(such as its re-formulation in terms of a return on capital) which 
would require firms to start all over again with new calcuations 
under a different system. 

23. At the same time, experience over the past three years of price 
control indicates that the general rules may produce harsh and 
unintended results in particular cases. The Government accordingly 
propose some modifications in the general rules for the calculation 
of net profit margin levels, and also intend that there should be 
more use of the facility for firms to obtain modifications to their 
individual reference levels. 

24. The most important of the general changes to the net profit 
margin controls will result from the accounting changes discussed 
in paragraph above. In addition, the other changes proposed in 
the general rules are as follows: ^ 



a) Firms will be permitted (but not required) to take 
account of their moat recent accounting years up to 
July 19?6 in the calculation of their reference levels. 

b) Current profit margins will be monitored over a 
rolling 12.month period, within which firms can set 
excesses against under-recovery. 

2 5 , The present Price Code provides for the Price Commission to 
"permit some departure" from a reference level in certain circumstances. 
For the next phase, the criteria which guide the Price Commission in 
performing the function of raising reference levels will be clarified. 

Distributors 

26. The distributive trades have faced difficult trading conditions 
over the last two years. For many distributors, costs have risen 
faster than turnover, and the consequent squeeze on their profit 
margins has been accentuated by depressed demand and keen competition. 

27. In these circumstances there are limits to the extent to which 
the market would enable distributors to take advantage of any 
relaxations in the gross and net margin controls in the Price Code. 
The Government have oarefully considered the representations put 
forward by the Retail Consortium and other interested organisations 
that the ceilings on distributors' gross percentage margins Should be 
abolished or that at least the 10% reduction in gross margin ceilings 
which the Government imposed in Hay 1 9 7 ^ should be revoked. The 
Government do not consider that either of these major changes could 
be justified at the present time. Where individual distributors 



have escaped a disproportionate rise in costs and the general 
depression of demand, the present control remains an important safe
guard for the consumer against unnecessarily high margins. For 
distributors whose net profit margins have been eroded, there are 
safeguard provisions designed to mitigate the impact of the control 
and to enable the erosion of margins to be checked, insofar as the 
market permits. 

28. Two of the general modifications discussed above will be of 
benefit to individual distributors who have experienced problems with 
the present Code. The stock relief (paragraph 1 3 above) will ease 
the problems of certain trades which under the existing Code have 
had difficulty in financing the higher costs of replacing their stock 
out of their permitted margins. The extension of the investment 
relief to cover expenditure on new shop buildings (paragraph 3 above) 
means that the relief, at the new higher rate of 35%, will cover a 
larger proportion of distributors' capital expenditure than it does 
now. 

29- In addition, five changes are proposed in the rules which apply 
specifically to distributors: 

a) There will be improvement to the safeguard in 
paragraph 88 of the present Code which allows 
distributors a limited amount of scope to widen 
groaa margins if their net profit margins have been 
eroded. Distributors are at present allowed to 
raise gross percentage margins up to 105% of their 
original ceilings if net profit margins are below 
80% of reference levels; it is now proposed that 
they should be able to widen gross margins up to 110% 
of ceilings in order to reach 80% of their net profit 



margin reference levels. 

Gross percentage margins are based on a single year 
of trading: either a recent 1 2 month period before 
the controls began in 1 9 7 3 .or, if an enterprise has 
not traded in such a period, a 12 month period ending 
not later than 31 March 1 9 7 4 . There is thus a major 
difference in treatment between firms which were only 
just establishing their businesses in the base year 
and may have been caught with a low gross margin 
ceiling and firms which set up in business just after 
the base period and thus have no ceiling at all. It 
is now proposed to bring into control all firms which 
have at least two complete trading years before July 
1 9 7 6 . For any firm which had only one full year of 
trading or less by 3 0 April 1 9 7 5 , the gross margin will 
be any accounting period of 1 2 months within their 
first two years of trading. 

Provision will be made for the modification of 
individual gross margin ceilings, on the same lines 
as that for net profit margin reference levels 
(paragraph 2 5 ) . This should be of particular 
relevance to firms or trades which have run into 
difficulties as a result of major changes in sales 
mix. 



d) The exemption, limits for small firms from the 10% 

cut in gross margins will he raised, to take account 
of inflation and in line with the similar changes in 
the administrative requirements set out in paragraph 
4 5 below, from £250,000 annual sales for retailers 
and £500,000 for wholesalers to £575,000 for retailers 
and £750,000 for wholesalers. 

e) Gross margins, like net margins, will be monitored 
over a rolling 1 2 month period. 

Safeguards 
30 The Price Code contains a variety of safeguards for firms making 

low profits, or for cases where the profitability of a particular 

activity has been significantly eroded since price controls were 

introduced. 

51. The basic safeguard, available to any firm in any sector, is 
to be 

that whereby the detailed rules of the Code cease / applied altogether 
where a firm's return on capital is below a specified figure (the 
"relief for low profits" in paragraph 77 of the present Code). In 
December 1974, the figure in question was raised to 10%, based on the 
historic cost of assets, and the accounting changes discussed in 
paragraphs 7 - 1 4 will now afford some additional relief within that 
figure. The safeguard figure serves a second purpose. Where it is 
more favourable than the profit margin reference level established 
by a firm's performance in the reference period, it may be used in 
substitution. For this function, a figure nearer to the average 
results of the private sector would be more appropriate, and a new 
safeguard of 12$$ is proposed. 



3 2 , An a l t e r n a t i v e s a f e g u a r d i s e x p r e s s e d i n t e r m s o f a m a r g i n 

o n t u r n o v e r ( p a r a g r a p h 7 8 o f t h e p r e s e n t C o d e ) . Where t h i s m a r g i n 

a c t s a s a s u b s t i t u t e r e f e r e n c e l e v e l t h e Government p r o p o s e t o r a i s e 

t h e minimum from 2% t o 2£%. 

3 3 - The P r i c e Code a l s o r e c o g n i s e s c e r t a i n minimum l e v e l s o f p r o f i t 

on i n d i v i d u a l p r o d u c t s o r p r o d u c t r a n g e s . I t h a s b e e n r e p r e s e n t e d 

b y c e r t a i n s e c t o r s o f i n d u s t r y t h a t t h e s e p r o v i s i o n s h a v e f a i l e d t o 

a c h i e v e t h e i r p u r p o s e , i t i s p o i n t e d o u t t h a t f i r m s c a n n o t o p e r a t e 

a t s a f e g u a r d l e v e l s o v e r a n y p r o t r a c t e d p e r i o d , i n t h a t m a r g i n s w i l l 

a g a i n be e r o d e d b y c o s t i n c r e a s e s b e f o r e p r i c e s c a n a g a i n be r a i s e d . 

W i t h o u t r e - m o d e l l i n g t h e s t r u c t u r e o f t h e p r e s e n t r u l e s t h e G o v e r n m e n t 

a r e p r e p a r e d t o r a i s e t h e s a f e g u a r d f i g u r e t o t h e p o i n t w h e r e a f i r m 

c a n s e t p r i c e s a t a l e v e l w h i c h s e c u r e s f o r t h e p r o d u c t ( o r p r o d u c t 

r a n g e ) a t t h e t i m e o f t h e p r i c e i n c r e a s e : 

i ) t o t a l c o s t s p l u s a p r o f i t m a r g i n ; o r 

i i ) a p r o f i t m a r g i n n o t l e s s t h a n 80% o f t h e m a r g i n 

i n t h e b a s e p e r i o d b e f o r e t h e i n t r o d u c t i o n o f t h e 

P r i c e C o d e , 

3 4 . The p r o p o s e d i m p r o v e m e n t i n t h e s a f e g u a r d f o r d i s t r i b u t o r s i s 

d e s c r i b e d i n p a r a g r a p h 29(a!) a b o v e . 

J J i t e r e s t 

35* I t h a s b e e n r e p r e s e n t e d t h a t t h e P r i c e C o d e , a s i t h a s s t o o d s i n c e 

1 9 7 3 1 c a n o p e r a t e a e a d i s i n c e n t i v e t o t h e r a i s i n g o f new e q u i t y 

c a p i t a l . T h i s i s b e c a u s e t h e c o s t o f i n t e r e s t i s one o f t h e c o s t s 

w h i c h may b e r e f l e c t e d i n p r i c e s . The r a i s i n g o f f i n a n c e t h r o u g h 

a new s h a r e i s s u e , a s o p p o s e d t o b o r r o w i n g , w o u l d t h e r e f o r e t e n d t o 

r e d u c e a f i r m ' s p e r m i t t e d p r i c e and p r o f i t m a r g i n s . The Government 



accept that the Code as it stands has this bias, and that it is 
undesirable that the price control should discourage firms from 
going to the market for funds needed for expansion or to pay off 
borrowings. They accordingly propose that all interest payments 
and receipts should in future be left out of account in the 
application of the allowable cost and net margin rules. Reference 
levels will be adjusted by a factor which reflects the firm1s 
borrowings in the last complete year of account, so that the headroom 
within reference levels is unaffected by this change. Interest 

will continue to be taken into account in the application 
of safeguards where appropriate, and in the provisions as they affect 
banks and financial institutions. 

36. In some trades and professions (such as solicitors and estate 
agents) the taking of deposits from clients and the receipt of 
interest on such deposits can be regarded as part of the normal 
trading activity of the firm. The Code will make it clear that 
interest in such circumstances is to be taken into account. 

Nationalised Industries 
37. For a number of years before November 1974 the prices of the 
nationalised insutries were restrained more severely than those of 
the private sector. The Government then made some changes to the 
Price Code to enable those industries which could to raise their 
prices and phase out the deficits which the Government were subsidisi&S 
The gas and electricity industries and the Post Office are now out of 
deficit and there is every reason to believe that the rate of future 
price increases will be markedly less than we have experienced over 
the last 18 months. 



38. But the Government remains very conscious of the need to contain 
the prices of necessities which are of vital importance in the 
family budget. Nationalised industry prices have on the whole 
increased at above the average rate of inflation in the last 18 months 
and the Government consider it important to maintain a close scrutiny 
over them. 

39. The cost controls, amended as for the private sector to permit 
higher depreciation, will continue to apply to nationalised industries 
subject to a maximum of 2% on turnover and 10% on net assets. Where 
industries are in surplus Ministers will retain a power to cut back 

industries 
proposed price increases, although as a minimum these/will be allowed 
increases sufficient to let them break even. In considering whether 
to exercise their powers over proposed price increases, Ministers 
will bear in mind both the interests of the consumer and the needs 
of financing each industry's investment programme. 
Other public sector charges 
40. There will be no change in the position whereby the Price 
Commission monitor proposals made by the regional water authorities 
to ensure that the resulting charges do not exceed the financial 
ceilings imposed under the Water Act 1973- Trading services of 
local authorities will also remain within the Price Code, with the 
exception of charges for car parking. Increases in car parking 
charges beyond Code iimits may be necessary in the interests of 
effective local traffic management. 



Other proposals 
4-1. The Government1 s proposals include further changes to the Code, 
which are set out in more detail in Part II of this Document. 
Amongst the most significant of these are: 

a) Coastal freight will be removed from control, because 
the system of competitive tendering on which it operates 
and its close relationship with international shipping 
have made price controls impracticable and unnecessary. 

b) The cut-off date before which cost increases do not 
qualify for retrospective recovery in prices will be 
rolled forward from 1 November 1 9 7 3 to 1 January 1 9 7 5 

(paragraph 23 of the Code). 

c) Following the Price Commissions reports on the treat
ment of increases in indirect taxes on alcoholic drink 
and tobacco, the present requirement to deduct these 
increases from sales in computing gross and net profit 
margins will be replaced by standard rates of deduction 
15% of sales for alcoholic drink and 20% for tobacco. 

d) A new discretionary power will be added enabling the 
Secretary of State to authorise modifications to the Code 
for particular enterprises where a merger or acquisition 
which improves efficiency in the national interest is 
at risk because of the Code's restrictions on profit 
recovery. 



e) The anomaly whereby hire purchase and conditional sales 
are treated differently from instalment credit and 
personal loans will be terminated. In line with the 
policy which underlies the Consumer Credit Act 1 9 7 4 , 

interest charges in hire purchase and conditional 
sales will be put on the same basis as interest on 
other personal credit ti^nsactions, which is not 
subject to price control. Belated non-interest charges 
such as the option-to-purchase fee in hire purchase 
contracts, will remain subject to price control. 

42. It is intended that the new Price Code should come into operation 
on 1 August 1 9 7 6 . Price increase notifications received by the Price 
Commission before that date will have to conform with the existing 
Code. Increases justified under the cross-subsidy provisions 
associated with the Price Check Scheme (paragraphs 137-141 of the 
Code) may be maintained for up to 6 months from the date of the 
increase, after which the price increase entitlement will revert to 
the product on which the cost increase had been incurred. 

Notification and information requirements 

43. The requirement on large manufacturing and service firms to 
give advance notice of price increases, with full supporting data, 
to the Price Commission constitutes an administrative burden for the 
firms concerned. On the other hand, the structure of pre
notiification is important both to enable the Commission to stop 
unjustified price rises before consumers begin to pay them and to 
make the sanction in the Price Code against excessive pay settlements 
a credible and effective deterrent. 



4 4 - . Pre-notification will therefore be retained for the majority oi 
firms which are now subject to it. However, many firms have only 
recently become pre-notifiers because they have been drawn into this 
category by the effects of inflation. None of the monetary limits 
have been changed since they weie introduced in 1 9 7 3 

45. The Government therefore intend to raise the categorisation 
limits to offset the effects of inflation since 1 9 7 3 and to 
reduce the burden of the controls on manufacturing firms. The 
revised lower limits will be as follows: 

Lower limits for categorisation 

(total value of sales on the 
nhome market of all products i  ^ 

the latest complete year of ac c  0 

Sector Category II
(pre -notify xng

and/or reporting) 
 Category JL- \ 
 (re cor d-ke epj£&* 

Manufacturing £10,000,000 £2,000,000 

Construction £ 7 ) 5 0 0,000 £ 1 , 5 0 0,000 
Commercial Services £7,500,000 £375,000 

Professional Services £750,000 £150,000 
Distributors £15,000,000 £375,000 

Note: No change is proposed in the definition of 
"Category 1" since the obligations of Category I 
and Category II firms are now identical. 

s46. An exemption from pre-notification Tor minor price increases i

also proposed. Increases for a product or established product rang6 

which amount to less than 2% over a whole year-above the price 

prevailing on 31 July will not be subject to pre-nofification. Pi33 0' 

which would otherwise have pre-notified such increases will, howeve*' 



be required to inform the Price Commission of the increases within 
14- days after implementation. A less detailed form of cost 
Justification will be required than for normal pre-notificatxons, 
but full details of relevant wage settlements must still be supplied. 
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OCCUPATIONAL PENSION SCHEMES 
THE ROLE OF MEMBERS 

IN 
THE RUNNING OF SCHEMES 

CHAPTER I 
INTRODUCTION 

I. The growth of occupational pension schemes is one of the phenomena of 
our time. In less than a generation they have almost doubled their coverage. 
Now they cover half the working population and play u key part in the life of 
this country-socially, financially, economically and in thefield of industrial 
relations. The Government have recognised their value and importance by the 
unique partnership which the Social Security Pensions Act 1975 establishes 
between the state scheme and occupational pension schemes. But this deals 
only with the area in which the state scheme and occupational schemes interact. 
Now the Government have decided that there are some changes which should 
be made in the system of occupational pension schemes as a whole to adapt 
it better to modern social conditions, so that it serves individual members and 
the community to the best advantage. 

2. The system of occupational pensions has grown piecemeal. On the whole it 
has served its members well; but in a number of respects it needs bringing up 
to date to keep up with our changing society. Workers want to play their 
part, in accordance with modern ideas of industrial democracy; and they want 
to be assured that their benefits will be safe in spite of current economic 
conditions which have been putting a great strain on some schemes. The 
Government accordingly asked the Occupational Pensions Board to consider 
to what extent new statutory provision was necessary in relation to solvency, 
disclosure of information and member participation in occupational pension 
schemes. 
3. This request was made in July, 1974. In February, 1975, the Board made a 
full Report̂ , having considered both written and oral evidence from a wide 
variety of sources. The Board came to the conclusion that some further 
statutory provision was required. The Board's study of this important and 
complicated subject was invaluable and the Government wish to record their 
appreciation of the work involved and of the way the task was carried out. 
4. The Government have now examined the matter exhaustively in the light of 
the Board's Report. This White Paper sets out the conclusions they have 

* Report of the Occupational Pensions Board in accordance with Section 66 of the Social 
Security Act 1975 on the question of Solvency, Disclosure of Information and Member 
Participation in Occupational Pension Schemes—Cmnd 5904 February 1975. 



reached and their proposals for action; in some cases alternative proposals are 
discussed where the evidence does not seem to point clearly to one particular 
line of action. The three subjects dealt with by the Board are, as the Board 
themselves pointed out, very closely inter-related. The Government take the 
view that the way into these problems is through proper disclosure of information 
to members of schemes. This White Paper therefore discusses first the question 
of disclosure of information, then the related question of member participation, 
and finally the question of solvency. It also refers to the question of the 
constitution of the Occupational Pensions Board itself and the forthcoming 
report from the Board about Equal Status for Women in Occupational 
Pension Schemes. 

CHAPTER 2 

DISCLOSURE OF INFORMATION 
5. Occupational pensions are deferred pay. Occupational pension schemes 
exist for the benefit of their members. As a matter of justice, and as an aspect 
of good relations between employers and employees, members of a scheme 
ought to be given all the information necessary to enable them to feel an 
involvement in how it operates and understand how it will affect them personally. 
This principle seems to be generally accepted. It must now be fully carried 
out in practice. 

6. The members of occupational pension schemes already have legal rights to 
certain information: 

(i) Trust law. Most schemes are set up under deed of trust, and trust 
law as applied to a pension scheme, provides that trustees must give 
members and other beneficiaries, if they request it, the right to inspect 
documents about the state of the trust fund and those which will 
enable them to ascertain their rights; 

(ii) under section 19(2)(b) of tie Finance Act 1970 it is a condition of 
approval of a pension scheme for tax purposes that every employee 
who is, or has a right to be, a member of the scheme has been given 
written particulars of all essential features of the scheme which concern 
him (and the Inland Revenue impose a similar requirement when a 
scheme is notifying major changes); 

(iii) the Contracts of Employment Act 1972 requires that within a specified 
period after the beginning of an employee's employment, the employer 
must give to the employee a statement which includes details of the 
pension rights, or state that there is no pension provision, attached to 
the employment; and this Act was specifically amended by the Social 
Security Pensions Act 1975 to require the statement to say whether 
or not the scheme is contracted out. 

(iv) the Employment Protection Act 1975 places a general duty on employers 
to disclose information to independent trade unions on request for 
the purposes of collective bargaining, provided that it would be in 
accordance with industrial relations practice to do so and that the 
union would be materially impeded without the information. 



7. Apart from these statutory requirements, some progressive employers have 
themselves taken the initiative in providing employees with clearly presented 
information about tlieir schemes in considerable detaii. In some cases ongoing 
information is also supplied. 

8. So there has been progress. But we need to go farther still. Al] employees in 
schemes should get the kind of information which only the most fortunate now 
receive. There must be systematic arrangements for disclosing the vital 
particulars about the administration and progress of an occupational pension 
scheme, not only to all its members but in addition to recognised independent 
trade unions, who need it to protect their members' interests. 

Again this is a proposition which would be widely accepted not only by those 
concerned primarily with the interests of workers, but also by many employers 
and others concerned with schemes. 

9. There are two types of information to which scheme members and their 
trade union representatives should have access. The first is general information 
about the scheme, the benefits it offers, the method of financing them, and the 
constitutional and management structure-the kind of information that can be 
incorporated in an explanatory booklet issued to all members and prospective 
members. The second type of informalion has to do with the ongoing financial 
and actuarial situation of the scheme, the investment of its assets, and the 
discharge of the responsibilities of the trustees or management body of the 
scheme- the kind of information that can be put into an Annual Report. 

10. In addition there is information which is personal to the m e m b e r 
information about his own benefit position under the scheme. This is bound to 
incorporate, or reflect, information about him as an individual, liis pay or 
salary, his marital and family position, his dependants, and so on. This he must 
be able to get from the scheme on request, within reason. But unlike the other 
information it raises issues of personal privacy. This means that it is not normally 
to be disclosed to other members, or even to his union, without his consent. 

11. The Occupational Pensions Board considered all three types of information 
in considerable detail. They took into account the argument put to them that a 
voluntary code of practice on disclosure of information would in time be 
observed and would make legislation unnecessary. The Board concluded that a 
voluntary code could well be ignored by those in most need of encouragement. 
They recommended that there should be a statutory requirement for disclosure. 
The Government agree with the BoaitTs view. 

12. In relation to the first category of information, general information about 
the scheme, the Board made the following recommendations: 

(i) prospective members should be given an outline of the scheme's main 
benefits, eligibility conditions, pension age, and employee contribu
tions, within three months of joining the employment, with subsequent 
notification if any of this information is changed before they actually 
become members; 

(ii) new members, before or shortly after joining the scheme, should be 
given information not only about the constitution of the scheme, but 



also about the functions of the trustees and of any management 
committee or other body charged with the management of the scheme, 
and in particular ihe methods of appointment and replacement in each 
case (all of which should be specified in the trust deed, scheme rules 
or other documentation of the scheme, including public service 
schemes); 

(iii) new members should also be given details of the scheme's main 
benefits, the method of financing the scheme, including information 
about the calculation and collection of employee contributions, the 
basis on which the employer contributes, whether or not it is tax 
approved, whether it is used for contract! ng-out and a statement of 
members' rights of inspection of the documents comprising the scheme 
(any subsequent changes in this information to be notified); 

(iv) in the case of unfunded schemes a statement should be given to new 
members on joining, to early leavers with preserved benefits, and to 
pensioners and other beneficiaries when their benefits first become 
payable, showing that their benefits are not funded and are therefore 
dependent either on the company's continuing prosperity or in the 
case of public service schemes on the continued provision of resources 
from the Exchequer. 

13. The Government agree with all these recommendations with two modifica
tions. They propose that prospective members should be given information 
about the basis on which the employer contributes, as well as information about 
employees' contributions. 

In the case of unfunded schemes, they do not think that the proposed special 
statement is necessary or appropriate for unfunded public service schemes, 
since it would not be justifiable to give members of such schemes any cause for 
anxiety as to the ability of those schemes to meet their commitments. 

14. On the second category of information, that is information about the 
ongoing financial and actuarial situation of the scheme, the Occupational 
Pensions Board made a number of recommendations, according to whether the 
scheme is fully insured or not. These recommendations are of particular 
importance because of their bearing on the question of solvency, which is 
considered separately in Chapter 4. 

15. In the case of insured schemes the Occupational Pensions Board recom
mended that if the benefits were fully secured by insurance policies, without 
taking into account future bonuses or other forms of profit sharing, the trustees 
or managers should be required to prepare a statement each year signed on 
behalf of the relevant life office showing: 

(a) that the benefits were fully secured and 

(b) whether the premiums required in the previous year had been paid 
in full-

This statement they recommended should be available on request to any 
serving member of the scheme. 



16. In relation to other schemes (that is self-administered schemes and insured 
schemes under which the benefits were not fully secured by insurance policies, 
because for example the benefit entitlement could not be determined in advance, 
such as final salary schemes) the Board recommended that the trustees or 
managers should be required: 

(a) to prepare annual accounts; 
(b) to have these professionally audited; 
(c) to obtain an actuarial report at the outset of the scheme and at least 

every three years thereafter; 
id) to make available on request to members (including pensioners and 

those with preserved benefits) and other beneficiaries of the scheme an 
annual report; this should contain the annual accounts, the auditors 
certificate, details of the scheme's investments, a certificate prepared 
by the actuary, at the last valuation, showing the extent to which 
accrued benefits would be secured on the immediate discontinuance 
of the scheme, and a statement by the actuary giving his recom
mendation, at the most recent valuation, on the rate of contribution 
to be paid, the bases used in making this recommendation, and the 
level of funding which this was intended to achieve; and 

(e) to present all this information in a form laid down by the Board. 

17. The Government agree with all these recommendations. In addition they 
consider that the annual report should indicate in general terms the investment 
policy being followed. They also consider that any member should be able to 
see on request any recent actuarial report made in respect of his scheme as it 
stands, (other than a report concerned with the individual benefit position of 
other members, identified in the report). 

18. In relation to trade unions, the Board recommended that legislation should 
provide that any information to which members (including pensioners and 
those with preserved benefits) or other beneficiaries are entitled, whether 
automatically or on request, could be passed by them to any trade unions or 
other organisations representing them. The Board also said that they believed 
that where unions were recognised for negotiations on pensions matters, then 
all the information which they were recommending should be available to 
members and beneficiaries, save information relating to an individual^ own 
benefit entitlement, should be available to such unions. However they did not 
consider that such a requirement would be appropriate for social security 
legislation. The Board also recommended that the Advisory, Conciliation & 
Arbitration Service should include in the Code of Practice they are drawing up 
on disclosure of information for collective bargaining, guidance on the 
information that should be given to unions recognised for negotiating on 
pensions matters. 

19. The Employment Protection Act 1975 gives unions a direct right to have 
information for collective bargaining purposes (see paragraph 6(iv) above). 
For the rest, the view of the Government is that the proposal that members 
and beneficiaries should be entitled to pass information on to any trade unions 
representing them does not go far enough. They consider it essential that 



independent recognised trade unions should in all circumstances have direct 
access to information in their own right about schemes to which their members 
belong. The legislation the Government will introduce will provide that inde
pendent recognised trade unions with members in a scheme will have the same 
right to information either automatically, or on request, as the members 
themselves have (except for information about an individual members benefit 
position). 
20. The third category of informalion is benefit information concerning the 
position of the individual member. In relation to this, the Board recommended 
as follows: 

(i) members reaching normal pension age should be given a benefit 
statement to be available shortly before or after reaching that age 
which should also include a statement of any rights or options open 
to them; 

(ii) pensioners should be notified of any changes within the scheme which 
affect them; 

(iii) beneficiaries, or those acting on their behalf, on a members death 
should receive a benefit statement which should also show any rights 
or options open to them and undertake to notify them of any 
subsequent changes within the scheme which affect them; 

(iv) early leavers should on leaving be given a benefit statement which 
should also include a statement of any rights or options open to them 
and should state who will be responsible for paying the benefit when 
it becomes due, and the procedure for claiming benefit (where 
appropriate). 

(v) all scheme members still in the relevant employment (ie active 
members) should be entitled to an individual benefit statement 
whenever they reasonably request it. 

21. The Government agree with all these recommendations. Moreover they 
consider that the notification to pensioners of any changes within the scheme 
which affect them should be made in advance. 
22. Disclosure of information, whether it is general information, or specifically 
related to the individual̂  own beritnl position, will lose much of its value if 
the information disclosed is badly set out. Pension matters are often complex, 
but the practice of the best schemes shows that the essential matters can be 
identified and presented in a clear and straightforward manner. The Government 
attach great importance to this factor. 
23. The requirements set out in this chapter would not involve changes in all 
schemes equally- Some good schemes may already be disclosing information 
on this scale, others may be doing very little in this direction. The Government 
consider that compulsory disclosure of information on the scale proposed is 
essential if workers and unions in all schemes are to be able, as only some of 
them now are, to play a responsible part in the running of pension schemes 
which so closely affect their interests. Workers will then be able to satisfy 
themselves that so far as possible adequate arrangements have been made to 
safeguard their pension rights. 



24. It will not be sufficient to legislate only in respect of new members of 
schemes. Existing members must have the same rights to information as new 
members. However, with about eleven million members in schemes, it will be 
necessary to allow a reasonable period of time for this to be done. It will also 
be necessary to avoid duplication where the member has already had the 
specified information. The Government will discuss these points with occupa
tional pensions organisations before the legislation is introduced. 

CHAPTER 3 

MEMBER PARTICIPATION IN SCHEME MANAGEMENT 

25. It is necessary at the outset to distinguish between matters proper to 
negotiation through collective bargainingand those to be decided by participative 
management. The Employment Protection Act defines collective bargaining as 
including the terms and conditions of employment. Occupational pensions can 
and often do fall within this category and in such cases the introduction of new 
schemes or the alteration of existing schemes are properly matters for collective 
bargaining. Scheme administration, however, including such matters as 
investment policy and the discretionary allocation of benefits within agreed 
guidelines to one individual rather than another, can be the responsibility of 
participative management. It must be emphasized that the development of 
industrial democracy is complementary to collective bargaining and not intended 
to replace or inhibit it in any way. This White Paper does not deal with issues 
which are properly the subject ot collective bargaining, but with matters which 
should be left for decision within the structure of the scheme itself. The employer 
couid continue to reserve to himself the determination of his own contribution 
to the scheme, and the extent of the powers to be exercised by participative 
management could itself be the subject of collective bargaining. 

26. There has been valuable experience of participative management of 
occupational pension schemes. In recent years a number of established as well 
as newly formed schemes have had arrangements for employee participation 
built into them. So there is something to build on. The Governments view is 
that the time has come to establish a statutory right to participation. One of 
their first concerns in 1974 was to seek advice from the Occupational Pensions 
Board on this matter. The proposals in this White Paper are to be seen also in 
the context of the Governments wider commitment to a programme of measures 
extending employee participation. Their distinctive feature, not shared by other 
elements of the programme, is that they deal with the management of resources 
which comprise the deferred pay of the workers concerned and with schemes set 
up and administered under trust law as separate institutions solely concerned 
with promoting the interests of their members. 

27. The last survey by the Government Actuary in 1971 showed that there 
were about 65,000 occupational pensions schemes in the United Kingdom 
covering about 11 million members. The survey did not touch upon the degree 
of member involvement in schemes. A fresh survey carried out in the second half 
of 1975 is expected to produce some information about this, but the results 



will not be available for some months. Nevertheless it can safely be assumed 
that only a minority of schemes have formal arrangements for participation by 
employees or unions in scheme management. 

28. In the light of modem ideas about industrial relations and participative 
management, it is not acceptable that the structure of most occupational 
pensions schemes should exclude recognised independent trade unions from 
the administration of the scheme. For this reason, the Government, in framing 
their proposals for the new state pension scheme, considered it essential to put 
a statutory obligation on the employer to consult the relevant recognised 
independent trade unions before deciding whether or not to put in an application 
to contract out. This has now been carried into effect through regulations made 
under the Social Security Pensions Act 1975*. 
29. There are many advantages in pension schemes being run jointly by 
employees and employers. Such a partnership gives members of the scheme 
more confidence in it and a greater sense of security. It can also be expected to 
give them a better appreciation of the extent of the claims on resources 
constituted by a pension scheme. When it comes to difficult individual cases, 
such as exercising discretion to pay death benefit to one person rather than 
another, member representatives may have special knowledge and be able to 
advise more surely than management representatives. The employer, on the other 
hand, may have access to specialised financial and investment advice and the 
trustees will normally rely on the employer to provide the administrative 
structure for collecting and recording contributions and distributing information. 

30. The Occupational Pensions Board came to the unanimous decision that 
member participation in occupational pension schemes is desirable in principle. 
They referred to the absence of any standardised method of running occupational 
pension schemes; boards of trustees, management committees, boards o f 
management, corporate trustees, advisory committees and scheme adminis
trators, all had differing functions and degrees of responsibility in various 
schemes. They concluded that the variety of practice was such as to make 
legislation impracticable. Instead they recommended a Code of Practice to be 
accompanied by a long term study of its effects and the possibility of later 
legislation. In connection with this Code of Practice, the Board said that they 
could see no reason for not following the practice already existing in some 
schemes of 50:50 representation; and they suggested that, where decisions can 
be taVen by a majority vote, there should be a chairman with a casting vote. 

31 . The Government, while recognising that there is a wide variety of schemes 
do not accept that legislation would be impracticable. They consider that it 
will be possible to find a general formula which would achieve the desired 
result while allowing a variety of structure. The Government have therefore 
decided to introduce legislation to secure effective member participation. 

32. It is likely that the Employment Protection Act will increasingly secure that 
occupational pension schemes are brought into the sphere of collective 

* The Occupational Pension Schemes (Certification of Employments) Regulations 1975. 
(SI 1975 No 1927). 



bargaining. The normal position will then be that schemes, and alterations in 
schemes, will be negotiated by recognised independent trade unions. In that 
situation the Government believe that the best way of securing the independence 
of those who are to be appointed, as a result of the legislation, to achieve 
effective member representation in the running of the schemes, is to ensure that 
this is done through trade union machinery, instead of leaving the employer 
to nominate them or to decide on the arrangements. This would have the 
additional advantage of providing a means by which relatively large numbers 
of union members and officials, taking the country as a whole, would become 
familiar with the day to day problems of running particular pension schemes. 
While collective bargaining would no doubt usually be carried on by other 
union members or officials, the indirect results of having this body of up to 
date experience available for consultation could not fail to be beneficial. 

33. For these reasons the Govertiment are proposing that participation by 
employees in the running of occupational pension schemes should be achieved 
through the agency of recognised independent trade unions, and that they should 
have a right of appointment to 50 percent of the membership of any controlling 
body or bodies specified by the legislation. 

34. As to the form of statutory requirement to be imposed for this purpose 
there is room for some difference of view. One possibility would be merely to 
give recognised independent trade unions the right to appoint 50 per cent of 
the trustees. On this approach the powers of the trustees appointed by the 
unions would be entirely confined to whatever was laid down in the trust deed 
about the powers of trustees generally. There would also be the difficulty of 
adapting this possibility to the system of corporate trusteeship. As an alternative, 
or in addition, it would be possible to provide that every scheme must have a 
certain kind of controlling body with specified functions, on which there would 
be equal participation. 

35. A variation of this would be to select several key functions (such as 
investment, the provision of information to members, and the exercise of 
discretionary powers in relation to, say, death benefit and hardship cases) and 
lay down that these must all be exercised by a joint body, that is a body on 
which recognised independent trade unions had a right to 50 per cent of the 
seats. This would give the maximum freedom of organisation since they could 
be exercised by existing bodies such as trustees or committees of management, 
or alternatively they could be exercised by ad hoc bodies set up for the purpose. 

36. A more general approach on similar lines would be simply to lay down 
that recognised independent trade unions had a right to 50 per cent of the 
seats on all bodies concerned with the general management of occupational 
pension schemes, such as bodies of trustees or specialist management 
committees, or bodies of similar character. This last proposal is the one that 
appears to be the most comprehensive while retaining the maximum flexibility, 
and it is the one which the Government consider most likely to produce a 
workable arrangement when embodied in legislation. However, the Government 
have not closed their minds to other possible solutions and intend to have 
further discussions with the TUC, the CM, the nationalised industries, the 
public services and the pensions interests, before legislating on these points. 



37. The Board considered whether there should be express requirements about 
the representation of women. They concluded that this would need further 
consideration when the code of good practice which they had recommended 
was being prepared, but pointed out that there would be difficulty in devising 
specific provision for women's representation. The Governments general policy 
on eliminating sex discrimination is well known and the measures concerned 
are on the statute book. The Government wish to see women playing their part 
in the running of occupational pension schemes. They consider that this can 
safely be left to the members and the unions to achieve on the footing that men 
and women would be equally eligible for appointment. It should, however, be 
possible for the parties to discriminate in favour of women in this respect if 
they so wish and accordingly the legislation will contain a permissive provision 
on the lines of Section 49 of the Sex Discrimination Act, 1975. 

CHAPTER 4 

SOLVENCY 

38. When the Government asked the Occupational Pensions Board to examine 
the question of the solvency of occupational pension schemes, this was against 
the background of the strains on the system caused by the economic situation 
as it was then developing. The findings of the Occupational Pensions Board 
show that there is a long history of financial stability in the affairs of occupa
ttonal pension schemes, that faiSures to pay benefits have been very few, and 
that this continues to be the case in spite of recent difficulties. Apart from 
some public sector schemes, the great majority of schemes, and practically all 
schemes now being set up, are funded in one way or another either through 
an insurance company, which is subject to the supervision of the Department 
of Trade, or by means of self-administered funds with actuarial and other 
advisers. Thus one way or another the money being set aside by the employer 
to provide the benefits for employees, and the contributions of the employees 
themselves in contributory schemes, are being supervised at a professional 
level quite independently of the employer. 

39. It cannot be assumed, however, that because schemes have generally been 
able to meet their obligations in the past, no action is necessary to ensure 
that they will continue to do so. Most existing schemes are still far from 
reaching maturity and, in terms of cash flow, are benefiting from a favourable 
ratio of members to pensioners, which has been further helped by the fact that 
the period of growth of schemes has also been a period of expansion of the 
working population. There has recently been a rapid extension of final salary 
schemes for manual workers, in place of the type of scheme that provides 
pension rights in fixed money terms which can be fully secured through 
insurance policies. And members will increasingly expect their pensions to be 
inflation-proofed even where this is not a contractual right (and it is likely 
that schemes will increasingly provide some degree of inflation-proofing on a 
contractual basis). The Occupational Pensions Board drew attention to a 
number of ways in which the financial security of benefits could be strengthened 
particularly in relation to contracted-out schemes. 



CONTRACTED-OUT SCHEMES 
40. Contracting-out is a system whereby, at the instance of their employer, 
people are allowed to be taken out of the absolute security of the state scheme, 
in respect of a large slice of the benefits covered by that scheme. To replace 
these benefits the employer undertakes to provide equivalent benefits from an 
occupational scheme. Therefore in the Governments view it is essential to 
ensure that those benefits which are standing in place of the state scheme 
benefits will be paid when they fall due. This is the jusWkaiion for the particular 
and special arrangements for safeguarding the solvency of what are called the 
"guaranteed minimum pensions" provided by schemes contracted out of the 
new state pension scheme set up by the Social Security Pensions Act 1975. 

41. In relation to contracted-out schemes the Occupational Pensions Board 
recommended that the Board should be given the following powers for the 
purposes of ensuring the security of guaranteed minimum pensions: 

(a) power to require notification that premiums and contributions have, 
or have not, been paid; 

lb) power to require actuarial certificates, both at the outset and every 
three years, other than for fully insured schemes with power to 
require different types of certificate according to the degree of priority 
accorded to guaranteed minimum pensions in the scheme*s winding-up 
rules; 

(c) power to require restrictions on investment and in particular controls 
of investment in the employing company and associated companies 
and of concentrations of investment in any one field ; 

id) power to require any other information from the employer, scheme 
trustees, managers or life office necessary in the Board's view to 
ensure the security of the guaranteed minimum pension; 

(c) power to cancel a contracting-out certificate if they considered that 
the financial or other conditions were not and would not be met; and 

( /  ) power to continue to supervise schemes formerly used for contracting
out so long as they retain responsibility for guaranteed minimum 
pensions. 

42. All these powers have been given to the Board in the Social Security 
Pensions Act, 1975, or the regulations made under it. 

43. The Board also suggested some additional protection for guaranteed 
minimum pensions. First, in relation to the Governments proposals which later 
took shape as the guarantee scheme in the Policyholders' Protection Act, 1975, 
they suggested that the normal level of 90% protection for benefits under 
policies should become 100% for guaranteed minimum pensions by analogy 
with the 100% protection provided for claims under specified types of 
compulsory insurance policies. The second point concerns Section 65 of the 
Employment Protection Act, 1975, which, subject to certain limits, provides in 
the case of insolvency for the payment from the Redundancy Fund of contribu
tions outstanding in the 12 months preceding the date of insolvency, including 
those payable by the employer, whether or not the scheme is contracted out. 
In relation to this the Board suggested that the cover should extend to all 



outstanding contributions required to buy back in full any guaranteed minimum 
pensions (failing which such contributions should be deemed to be paid). As 
the provisions in the Social Security Pensions Act 1975 and regulations ensure 
that in the last resort no employee need lose any guaranteed minimum pension 
through the non-payment of premiums or contributions by his employer, the 
Government has not pursued these two suggestions. 

ALL SCHEMES 

44. The provisions discussed so far deal with the solvency of contracted out 
schemes in respect of guaranteed minimum pensions. What then should be the 
statutory position in respect of people in occupational pension schemes which 
are not used as a basis for contracting-out, or in respect of those parts of 
contracted-out schemes which are not within the statutory requirements for 
contracting-out? Protection for the individual in these cases must come mainly 
through recognised independent trade unions. Pensions are a matter for 
collective bargaining; and it is for unions to work towards the required degree 
of security of the pension schemes they negotiate as part of the process of 
collective bargaining. On this view the primary task of the Government is to 
legislate for adequate financial information to be available to workers and their 
unions. This the Government will do (see Chapter 2). But funding of final 
salary schemes inevitably involves assumptions which may not be borne out and 
can never be entirely free of risk. The Government do not believe that, in the 
long run, this is a matter solely for collective bargaining. The possibility of some 
further safeguard must be considered 

45. The Report of the Occupational Pensions Board discussed in a good deal 
of detail whether there should be funding and investment controls on all schemes 
and not only on those used for contracting-out purposes. This is a matter on 
which there is room for more than one view. On the one hand it may be argued 
that, as pensions are deferred pay, the arrangements for protecting them should 
be publicly supervised. On the other hand it may be argued that the best 
safeguard is to have all the information made available to workers and their 
representatives, and for members to participate in framing and supervising the 
broad investment pol icy-both of which the Governments legislation will 
secure; and that it would represent a very heavy commitment in skilled man
power to supervise the funding of all schemes other than those under which 
the benefits were fully secured by means of insurance policies and the investment 
of all self-administered schemes and one that would be unnecessary in the great 
majority of schemes. Overseas practice in this matter differs widely. The 
Government have decided to accept the Occupational Pensions Board's 
recommendation that there should not be any immediate legislation for funding 
and investment controls on schemes which are not contracted out but that the 
solvency question should be further studied. They propose that the Board 
should be asked to review the need for any further legislative or other measures 
directed to providing greater security for the pension rights and expectations 
of members of occupational pension schemes, having regard to developing 
conditions and practice affecting both funded and unfunded schemes. 



GENERAL 

Registration of Occupational Pensions Schemes 
46. In order to facilitate the implementation of the changes they envisaged, 
the Occupational Pensions Board recommended a statutory system of registration 
of occupational pension schemes, with the Board being enabled to refuse or 
withdraw registration where the documents supplied did not, or ceased to, 
meet any of the statutory requirements. The Government consider that, while 
there would be advantages in having a system of registration of schemes, the 
manpower requirements of such a system, both for central Government and 
for private employers and those concerned with the running of occupational 
pensions schemes, would be out of proportion to the benefits obtained. The 
Government have therefore concluded that the legislation should simply 
impose the statutory requirements already described, and it would be up to 
the member or his union to complain to the employer in the first instance if 
they thought these were not being observed. The central part given to the 
unions in the proposals in this White Paper would facilitate this approach. 
The question of enforcement is dealt with more fully in paragraphs 57-58. 

Statistics 
47. One of the advantages of a system of registration, had it not been ruled 
out on manpower grounds, would have been that it would have ensured that 
comprehensive statistics about occupational pensions were readily available. 
The Government consider that this advantage can be achieved by other means. 

48. Up to now the statistical surveys of occupational pension schemes made 
by the Government Actuary (in 1956, 1963, 1967, 1971 and most recently in 
1975, still in progress) have been carried out on a voluntary basis. While the 
majority of the employers who were approached completed some or all of the 
answers to the questionnaires—a task involving some work for them and 
perhaps for their actuaries and insurance advisers—a substantial number 
did not. The Governments proposals for disclosure of information to members 
and to recognised independent trade unions will mean that all schemes will in 
future be preparing summarised information about the scheme on a regular 
and systematic basis. The managers of the pension schemes and employers are 
thus much more likely to have information readily available. In these circum
stances, and in view of the great importance of maintaining reliable statistics of 
occupational pension schemes on an aggregate basis, both for general policy 
affecting these schemes and because of the implications for national income and 
expenditure statistics, the Government feel justified in talcing statutory powers 
in relation to statistical surveys. The legislation envisaged in this White Paper 
will therefore include powers under which these statistics could be collected. 

Information about pension schemes in company accounts 
49. In addition to their recommendations about disclosure of information to 
members and beneficiaries of schemes, the Board recommended that the 
Secretary of State for Trade should be asked to consider whether regulations 
might be made to extend Schedule 2 of the Companies Act 1967 in order to 
require the inclusion of specific information about pension schemes in company 



accounts or balance sheets. The Board said that the information to be included 
would need further consideration but they suggested the possibility of requiring 
the inclusion of some or all of the following items: 

[a) brief financial information about any pension scheme to which the 
employer contributes; 

(b) provision for any unfunded pension commitments, where these arc 
material; 

(r) where benefits are funded, a statement showing the extent to which 
the schemed assets would, at the last valuation date, have been 
sufficient to secure accrued liabilities in the event of the scheme's 
discontinuance; and 

(d) a statement whether the scheme auditor qualified his last certificate. 

50. The Governments proposals will ensure that all relevant information is 
available to members and beneficiaries of schemes, and to recognised independent 
trade unions. They will also cover all those persons who are not in a scheme at 
present but can expect to become members in due course. The Government have 
therefore looked at the Board*s suggestion in the light of its value to other 
employees who are not in the scheme at all and are not within the category of 
prospective members, on the one hand, and the general interest of shareholders 
in information of this character, on the other hand. In view of the very large 
resources devoted to pension schemes there is a case for saying that it would be 
in the interests of employees generally, and of shareholders, and indeed in the 
public interest, that company accounts should contain more information of 
this kind than they do at present. However, this raises important considerations 
involving expert manpower, and further expenditure by companies on profes
sional services, and about the amount of information which can reasonably be 
required in company accounts. The Government are considering the Board's 
recommendation further in the light of these factors. 

Easier remedy in the Courts 
51. The Board felt that it should be made easier for all types of members and 
beneficiaries, and their representatives, to obtain redress if they believe the 
scheme is not being run in their best interests, or if they suspect financial 
maladministration or that the rules are not being observed. They recommended 
that the Lord Chancellor should be asked to explore the possibility that cases 
of breach of trust involving pension schemes could be heard in the County 
Courts, instead of as at present being largely confined to the Chancery Division 
of the High Court. 

52. The Government accept that it should be made easier to institute proceedings 
relating to disputes about entitlement to occupational pensions, whether 
concerning arrears or declarations of right to pension. The Government, 
therefore, are considering the desirability of relaxing the financial limits on the 
jurisdiction of the County Courts so as to enable more cases to be brought in 
those Courts instead of the High Court. 

Training of member and employer representatives 
53. The Board recommended that the Department of Health and Social 
Security, in consultation with the various organisations concerned (including 



the Training Services Agency of the Manpower Services Commission) should 
consider existing arrangements for training member and employer representa
tives on the management bodies of schemes, and how these could be expanded 
to cope with future demand. 

54. The Government are studying this recommendation and will discuss it 
further with the TUC and CBI. 

Enforcement 
55. So far as contracting out is concerned, the requirements mentioned in this 
White Paper carry their own penalty in that if they are not shown to be complied 
with the employer will not receive a contracting out certificate, or will lose the 
certificate issued to him. 

56. So far as other schemes are concerned, the proposals the Government are 
bringing forward will ensure that unions have the right to be kept fully informed 
on all relevant matters relating to occupational pension schemes, and it may be 
expected that normally any dispute will be resolved through the machinery of 
collective bargaining. The legislation will follow the enforcement provisions 
established for preservation, by providing for members or unions to approach 
the Occupational Pensions Board if they consider that the requirements are 
not being observed. The Board in such a case will under the legislation be 
given the power either to direct that the scheme must be appropriately modified, 
or if they think it necessary, to make the modifications themselves. This alteration 
of the rules would give the member or union concerned the legal right to have 
the particular requirement observed, which they could pursue through the 
machinery laid down in the scheme or in the last resort, through the Courts. 

57. The Board recommended that non-submission of information requested by 
them or failure to make information available to members after a direction 
of the Board should be an offence punishable by fines. The Government are 
studying this. The Government are also considering the possibility of using 
powers analogous to those in Section 51(7) of the Social Security Act 1973 by 
empowering the Board in the last resort to cancel the employees power to 
deduct contributions compulsorily from an employee^ pay if they have declared 
him to be in breach of requirements envisaged in this White Paper. 

The smaller schemes 
58. It will probably be necessary to lay down that some of the requirements 
proposed in this White Paper do not apply to the smaller schemes. The 
Government will have discussions with representative organisations on what 
the lower limits affecting the various requirements should be. 

Public sector schemes 
59. The application of the principles set out in this White Paper for occupational 
pension schemes in the private sector must also be considered in relation to 
public sector schemes. Further study is needed before it can be determined in 
what ways the proposals in this White Paper should be adapted to meet the 
special circumstances in this area such as the nature of the schemes and the 
requirements of Ministerial and Parliamentary control. The Government will 
discuss the adaptations required with those concerned in the nationalised 
industries, local authorities and the public services. 



EQUAL STATUS FOR MEN A N D WOMEN 
IN OCCUPATIONAL PENSION SCHEMES 

60. "The Government are committed to the principle that women should have 
a fair deal in occupational pension schemes". This was the policy laid down in 
the White Paper, "Belter Pensions" (para 75) issued in September 1974. It 
remains Government policy today. 

61. Action was promptly taken to implement a two part programme for 
securing equality of status for women in occupational pension schemes. The 
first step was to embody in the Social Security Pensions Act 1975 measures 
outlawing certain discriminatory practices which could operate to the 
disadvantage of women. These concerned the terms of admission to schemes in 
relation to the age and length of service needed for becoming a member and 
whether membership was voluntary or obligatory. The regulations' made under 
these provisions will come into operation with the new pension arrangements of 
the 1975 Act in April 1978. The major task was, however, to remedy the absence 
of any comprehensive information about occupational pensions provision for 
women and to consider what remained to be done to achieve the broad 
objective of equality. 

62. In February 1975 the Secretary of State for Social Services referred the 
whole question of equality of status for men and women in occupational pension 
schemes to the Occupational Pensions Board for advice in the following terms: 

"To consider in the light of the Governments proposals for the future 
of pensions and in particular their invitation to end discrimination 
against women in occupational pension schemes, what further steps 
are necessary, whether by way of legislation or otherwise, to implement 
the principle of equality of status for men and women in such schemes, 
and to report". 

The extent of the range of considerations of which account needs to be taken 
was demonstrated in the comprehensive memorandum issued in April 1975 by 
the Occupational Pensions Board for the guidance of those who might wish 
to submit evidence to them relating to existing practice and suggestions for 
change. The issues referred to included conditions for entry, provision for 
dependants, rules relating to pension age, and the levels of benefits and 
contributions. 

63. It is understood that the report of the Occupational Pensions Board on 
equality of status for men and women in occupational pensions schemes will be 
ready soon. It is the Governments hope that it will be possible to extend the 
consultations and discussions of the proposals in this White Paper to cover 
proposals arising from consideration of the Board's report. 

* The Occupational Pension Schemes (Equal Access to Membership) Regulations J976 
(SI 1976 No. 142). 



CONSTITUTION OF OCCUPATIONAL PENSIONS BOARD 

64. The Occupational Pensions Board said that for ease of reference they had 
referred throughout their Report to the Board as the central authority which 
they were recommending should discharge a number of new responsibilities in 
relation to occupational pension schemes. They were, however, reluctant to 
volunteer an opinion whether the Board, cither as at present constituted or 
with some changes, should function as this central authority. Their references 
to the Board in their Report were therefore without prejudice to any Ministerial 
decisions on this question. 

65. The Occupational Pensions Board, since being set up in 1973, have proved 
their value in the field both of administration and of advising Governments on 
questions referred to them. To substitute for the Board at this point a new 
central authority would, in the Governments view, lead to unnecessary 
disruption and discontinuity of experience. The Government have therefore 
concluded that the responsibilities for central supervision which they will be 
proposing in their new legislation should be placed on the Occupational 
Pensions Board and not on some different authority. In the light of this decision 
it is plain that the constitution of the Board should be reviewed to see how it 
needs to be adapted to its new responsibilities. 

66. Under the Social Security Act 1973, the Board consists of a Chairman, a 
Deputy Chairman and not less than eight nor more than 12 other members all 
appointed by the Secretary of State; in fact the Board had ten other members 
untj] September 1974 and has had the full complement of 12 other members 
since then. Of these other members, one has to be appointed after consultation 
with organisations representative of employers, and one has to be appointed 
after consultation with organisations representative of employed earners. 

67. The functions of the Board are set out in the 1973 Act, and in the Social 
Security Pensions Act, 1975, taken together. Their central role is to supervise 
the way in which occupational pension schemes are carrying out the statutory 
requirements laid on them in relation to preserved benefits for early leavers, 
and in due course to receive and decide applications for contracting out under 
the new state pension scheme, including the supervision of contracted-out 
schemes, and the supervision of the statutory requirements for the equal access 
of women to occupational pension schemes. In addition the Board have an 
executive role in altering schemes, either as part of the enforcement of the 
statutory requirements or to achieve modifications in schemes which would 
otherwise be impossible or very difficult for the schemes to achieve themselves. 
The Board also have such advisory functions as may be conferred on them 
by the Secretary of State in respect of occupational pension schemes, and a 
specific advisory function in respect of regulations proposed to be made by the 
Secretary of State under the statutory provisions relating to occupational 
pensions, which must be referred to them in advance. 

6H. In view of the Board"s powers both to supervise and to assist occupational 
pension schemes, it is important that both the constitution and membership of 



the Board should reflect the fact that these schemes are disposing of the deferred 
pay of their members. At the same time the constitution and membership of 
the Board should also reflect the fact that employers have set up the schemes, 
invariably contribute to them, and often have major commitments under such 
schemes. The Government will therefore be consulting those concerned as to 
any changes desirable in the present constitution of the Occupational Pensions 
Board to reflect these considerations, in the light of the new responsibilities 
which their legislation will place on the Board. 

CONCLUSION 
69. The changes proposed in this White Paper will give members of occupational 
pension schemes the right to know the essential facts about their schemes and 
to take part in running them. They must be introduced as soon as possible. 
But the timetable must be realistic. 
70. In the period up to April 1978 those concerned with occupational pension 
schemes will be busy adjusting to the new state pension scheme, either through 
contracting-out or through changes which may be necessary if they decide not to 
contract-out The Government consider that this must be a priority task in which 
scheme members, through their trade unions, should be actively involved. 
While therefore the Government would hope that the implementation of the 
newrequirements would start straightaway, these would not become compulsory 
in any event before April 1978 and the Government would undertake to give 
at least two years' notice before they did become compulsory. This should enable 
schemes either to make all the changes together, or to phase them in over a period. 
71. Thefirst step will be for the Government to discuss the proposals in this 
White Paper with representative organisations, including the TUC, the CBI and 
those concerned with occupational pension schemes. After taking account of 
views and comments, the Government will present the new legislation as 
early as possible. 

Printed m Englmd tor Her Mijettr'i Suiiomy Office b? Huri*oo A Soni OUyet) Lid 
Dd 2MTJ1 K3I 6/76 
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STRATEGY AND PRIORITIES 

A Memorandum by the Central Policy Review Staff 

INTRODUCTION 

1. In October 1974, just after the last election, a memorandum by 
the Central Policy Review Staff on Strategy and Priorities was circulated 
to the Cabinet (C(7 4)110), It attempted to review the tasks facing the 
new Government in the short and long run. Since then some 20 eventful 
months have passed and a new administration has been formed. The 
basic long run objectives remain unaltered (control inflation, improve 
economic growth, reduce unemployment, correct the balance of payments, 
bring about a fairer and more humane, more actively democratic Britain), 
and indeed, the memorandum stands re-reading to see how many of the 
short term problems remain with us. But now, in the early days of a 
new administration, it la worth reviewing the outlook. 

Inflation 
2. All in all, the past 20 months have gone better, but only a little 
better, than we then feared. The first stage of the social contract (no 
wages policy) was a disaster. By the spring of 1975 the Governments 
heavy social expenditure (pensions, housing) was being rewarded by the 
miners requiring wage settlements of 35 per cent. The economy was 
nose-diving towards hyper-inflation, with all that would mean for the 
collapse of our social fabric and institutions. For a few months the 
outlook was bleak indeed. Then came the quite remarkable transfor
mation - the £6 pay agreement, the new social contract with its voluntary 
wages policy. An agreement which has been held to despite the severe 
pressures of continued rising prices and sharp reductions in traditional 
differentials. It has been held, too, with very few labour disputes and 
stoppages. Now we have the £2. 50-£4 policy and if that equally holds 
despite the same pressures (and the slide in sterling will exacerbate 
the pressure from rising prices) then Britain will have achieved virtually 
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an economic miracle. That ia to say, a deceleration of wage/price 
inflation at a quite incredible speed and an ability to call forth a 
disciplined yet voluntary response from its fragmented Trades Union 
movement which is quite out of tune with previous history and experience. 

3 . This appears indeed as a "new economic order", born largely 
out of fear. The British workers really had become, for the first time 
in their history, frightened by the prospect of hyper-inflation. Their 
leaders knew it and have responded accordingly. But will it last? When 
the inflation rate has slowed down (and the fear becomes less immediate) 
will the old order return - with its free collective bargaining; with each 
union out to 're store differentials1 and to show that it can do rather 
better in its settlement than Us rivals? The continuance of the *fcew 
economic order", the social contract in its new form with an effective 
incomes policy at its heart, clearly is the major problem facing Ministers, 

4. On one possible outcome the Government will have a record to 
show of a terrible first year on the inflation front, then a brilliant 
recovery and the foundation of a new effective, on-going policy of 
collaboration between Government, TUC (and CBI?); with the prospect 
of Britain'a inflation rate being kept in line with other industrial countries 
and with a new spirit of collaboration to improve productivity, to raise 
the level and effectiveness of investment and training. On another 
outlook, th$ £6 and £2.50-£4 policies will appear as a short burst 
of sanity, with the old Adam breaking out again as soon as the inflation 
problem looked temporarily less worrying. 

5. The Central Policy Review Staff has previously presented 
memoranda on longer term incomes policies (including policies for 
higher Incomes). Ministers know that in our view continuance of 
incomes policy is a central, essential element of policy but the diffi
culties in achieving It are formidable indeed. The institutional pressures 
to restore *free collective bargaining1 are great; differentials will have 
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b e e n e v e n m o r e s q u e e z e d t h a n n o w ; t h e r e i s l i t t l e t h e G o v e r n m e n t c a n 

offer on the p u b l i c e x p e n d i t u r e s i d e ; a n d w o r k e r s h a v e b e e n c o n d i t i o n e d 

t o t h e v i e w t h a t i n f l a t i o n w i l l b e c u r e d " p e r m a n e n t l y 1 b y t h e p r e s e n t 

t e m p o r a r y p e r i o d of S a c r i f i c e ' , i . e . t w o r o u n d s o f i n c o m e s p o l i c y . 

T i m e w i l l b e s h o r t b e t w e e n t h e a c h i e v e m e n t o f the £ 2 , 5 0 - f 4 a g r e e m e n t 

a n d t h e n e x t r o u n d a n d a g r e a t d e a l of p u b l i c e d u c a t i o n w i l l b e r e q u i r e d 

t o o b t a i n t h e c o n t i n u a n c e . 

T h e B a l a n c e o f p a y m e n t s 

6 . Aa on t h e i n f l a t i o n f r o n t , the e x p e r i e n c e o f t h e p a s t 2 0 m o n t h s 

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

f e a r e d . T h e o i l p r i c e r i s e s h a d c r e a t e d g r e a t u n c e r t a i n t y a b o u t t h e 

w o r l d e c o n o m y . W o u l d t h e s l u m p b e m a d e i n c o m p a r a b l y d e e p e r a n d 

g o o n f o r a n u n p r e c e d e n t e d l e n g t h o f t i m e ( i n d e e d , w o u l d i t , t h e w o r l d 

e c o n o m y , e v e r f u l l y r e c o v e r ) ? W o u l d the w o r l d ' s m o n e y m a r k e t s t a k e 

t h e s t r a i n o f t h e i n c r e d i b l e O P E C s u r p l u s e s ? W o u l d B r i t a i n b e a b l e t o 

b o r r o w a b r o a d t h e h u g e a m o u n t s i m p l i e d b y h e r p r o s p e c t i v e d e f i c i t s ? 

? . It h a s a l l g o n e b e t t e r than t h a t . T h e w o r l d ' s f i n a n c i a l s y s t e m 

c o p e d r e m a r k a b l y w e l l w i t h t h e O P E C b a l a n c e s , a n d the O P E C c o u n t r i e s 

i n c r e a s e d t h e i r i m p o r t s m u c h f a s t e r than w e h a d i m a g i n e d p o s s i b l e . 

T h e w o r l d s l u m p w a s i n d e e d of a d e p t h n o t s e e n f o r n e a r l y h a l f a c e n t u r y 

t h o u g h t h a t w a s a s m u c h d u e t o the e x t r a o r d i n a r y b o o m o f 1 9 7 1 - 7 3 a s t o 

O P E C r a p a c i t y . B u t t h e r e c o v e r y w a s n o t a d e l a y e d o n e . T h e w o r l d 

e c o n o m y t u r n e d the p e a k of t h e b o o m i n the l a t e s u m m e r of 1 9 7 3 . I t w a s 

o n l y t w o y e a r s l a t e r tha t t h e u p t u r n b e g a n - l e d b y the m o s t p o w e r f u l 

e c o n o m y o f t h e m a l l , t h e U n i t e d S t a t e s , and l e d b y t h e m o s t p o w e r f u l 

e n g i n e o f r e c o v e r y , t h e m o t o r i n d u s t r y . O v e r t h e p a s t s i x m o n t h s , 

c o u n t r y a f t e r c o u n t r y h a s r e v i s e d u p w a r d s i t s p r o s p e c t s f o r r e c o v e r y . 

T h e r e s t i l l i s the w i d e s p r e a d f e e l i n g t h a t the c l i m b b a c k m a y b e s l o w e r 

t h a n i n t h e p a s t a n d tha t p r e v i o u s e m p l o y m e n t l e v e l s m a y n o t b e r e a l i s e d 

i n t h e c o m i n g b o o m , b u t e v e n t h a t p e s s i m i s m m a y in t h e e v e n t be p r o v e d 

w r o n g . 
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8 . A s f a r a s the U n i t e d K i n g d o m i s c o n c e r n e d , w e w e n t i n t o t h i s 

s l u m p a l i t t l e l a t e r than o t h e r s ( c o u n t r i e s a r e n e v e r c o m p l e t e l y s y n 

c h r o n o u s ) a n d w e a r e c l i m b i n g out a l i t t l e l a t e r . H o w f a s t a n d h o w f a r 

w e w i l l c l i m b o u t i s u n c e r t a i n . T h e T r e a s u r y f o r e c a s t i s a r e c o v e r y i n 

o u t p u t of t h e o r d e r of 4 p e r c e n t p e r a n n u m a n d f o r a s l o w f a l l i n u n e m p l o y 

m e n t . T h e s e f o r e c a s t s c o u l d b e p r o v e d p e s s i m i s t i c i f t h e B r i t i s h c o n s u m e r 

g o e s r a p i d l y b a c k t o h i s o l d r a t i o s of c o n s u m p t i o n a n d s a v i n g a n d if t h e n e w 

l e v e l of s t e r l i n g p r o v e s h i g h l y s t i m u l a t i n g to e x p o r t v o l u m e s a n d t o i m p o r t 

s u b s t i t u t i o n ( i n c l u d i n g t a k i n g h o l i d a y s a t h o m e r a t h e r t h a n a b r o a d ) . 

9 . T h e B r i t i s h b a l a n c e of p a y m e n t s ( t o g e t h e r w i t h o t h e r i n d u s t r i a l 

c o u n t r i e s ) i m p r o v e d m u c h f a s t e r than w e h a d e x p e c t e d . (In p a r t t h i s 

w a s d u e t o t h e v e r y d e p t h of t h e s l u m p r e d u c i n g i m p o r t s . ) I n d e e d , 

t h e r e w a s a g r e a t n e e d f o r i m p r o v e m e n t , fox B r i t a i n n o r m a l l y h a s a 

r e a s o n a b l y s t r o n g b a l a n c e of p a y m e n t s In a s l u m p w h e n i m p o r t s a r e l o w 

in v o l u m e a n d l o w i n p r i c e ( t h e r e v e r s e h a p p e n s i n a b o o m ) . F o r u s t o 

h a v e a h e a v i l y a d v e r s e b a l a n c e i n a s l u m p w a s v e r y w o r r y i n g , a n d s t i l l 

i s . B u t t h e r e h a s b e e n s o l i d p r o g r e s s . E x p o r t v o l u m e s a r e r e s p o n d i n g 

b e t t e r t h a n a t a n y t i m e i n o u r r e c e n t h i s t o r y a n d the n e w l e v e l of s t e r l i n g 

s h o u l d h e l p t o m a i n t a i n t h a t p e r f o r m a n c e . 

10 . It i s e n c o u r a g i n g t o o , t h a t t h e u n p r e c e d e n t e d s l u m p h a s n o t c a u s e d 

a w i d e s p r e a d r e t u r n t o p r o t e c t i o n i s m i n the w o r l d . H e a v y u n e m p l o y m e n t 

h a s b r o u g h t m a n y G o v e r n m e n t s u n d e r p r e s s u r e but n o d o u b t t h e y , l i k e 

u s , h a v e c o n v i n c e d t h e m s e l v e s t h a t t e m p o r a r y p r o t e c t i o n t o m i t i g a t e t h e 

e m p l o y m e n t e f f e c t s o f t h e s l u m p w o u l d n o t p a y . S l u m p a p a r t , t h e r e i s a 

v i e w t h a t in the c a s e of t h e U n i t e d K i n g d o m , o u r m e d i u m t e r m e m p l o y m e n t 

a n d p r o d u c t i v i t y p r o s p e c t s c o u l d b e g r e a t l y i m p r o v e d b y a 5 y e a r p e r i o d of 

b r o a d l y b a o e d c o n t r o l o n i m p o r t e d m a n u f a c t u r e s . B u t t h e t r u t h i s t h a t 

t h e r e i s n o e a s y o p t i o n d o w n t h i s r o a d e i t h e r . W e w o u l d n o t r e c e i v e t h e 

a g r e e m e n t of o u r E E C o r O E C O p a r t n e r s t o s u c h a 5 y e a r p e r i o d of w i d e 

s p r e a d p r o t e c t i o n , s o t h e e f f e c t o n o u r f o r e i g n r e l a t i o n s h i p s w o u l d b e 

p r o f o u n d . A l s o w e c o u l d n o t b e s u r e tha t B r i t i s h I n d u s t r y w o u l d b e 
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c o n f i d e n t t h a t t h e 5 y e a r p e r i o d c o u l d b e r e l i e d u p o n ( G o v e r n m e n t s m a y 

c h a n g e ) , n o r tha t t h e y w o u l d i n s u c h a p e r i o d e f f e c t a r a d i c a l t r a n s f o r 

m a t i o n . P r o t e c t i o n m a y b e r e l a x i n g r a t h e r than s t i m u l a t i n g . 

11. T h e p r e v i o u s C P R S m e m o r a n d u m o n S t r a t e g y w a s m u c h c o n c e r n e d 

w i t h t h e t o t a l l i k e l y o v e r s e a s b o r r o w i n g r e q u i r e m e n t of t h e U n i t e d K i n g d o m 

1 9 7 5 - 8 0 . T h e e v e n t s of the l a s t f e w m o n t h s h a v e e m p h a s i s e d a g a i n ( i f t h a t 

w e r e n e c e s s a r y ) t h e d i f f i c u l t i e s w h i c h w e m u s t e x p e c t t o f a c e , e v e n w i t h 

t h e p r o s p e c t s o f N o r t h S e a o i l a n d g a s , i n f i n a n c i n g o u r c o n t i n u i n g v e r y 

l a r g e d e f i c i t s o n t h e b a l a n c e of p a y m e n t s . M o r e o v e r , t h e l e v e l of o u r 

e x c h a n g e r a t e i s a n e v e r p r e s e n t c o n c e r n - a s i t i s t o e v e r y t r a d i n g n a t i o n 

i n t h e w o r l d ( t h o s e w i t h s t r o n g c u r r e n c i e s c o n t i n u a l l y f e a r tha t t h e y m a y b e 

b e c o m i n g u n c o m p e t i t i v e ) . T h e r e c e n t s l i d e i n s t e r l i n g m a y h a v e b e e n " o v e r 

d o n e " i n the s e n s e that i t h a s ( t e m p o r a r i l y ) m o r e than r e s t o r e d o u r r e c e n t 

l o s s of c o m p e t i t i v e n e s s . B u t s o m e s l i d e w a s e s s e n t i a l t o o u r s t r a t e g y a n d 

i n a w o r l d of f l o a t i n g e x c h a n g e r a t e s , w i t h l a r g e n u m b e r s o f t r a d e r s t a k i n g 

a v i e w a b o u t w h e n i t w o u l d b e s t p a y t h e m to s e t t l e t h e i r a c c o u n t B ( l e a d s a n d 

l a g s ) o n e c a n n o t d i c t a t e p r e c i s e l y w h e r e the r a t e w i l l s e t t l e . 

12 . T h e r e a r e o b v i o u s d a n g e r s i n c o n t i n u i n g to u s e r e s e r v e s a n d b o r r o w i n g 

to " p r o t e c t t h e r a t e " . N o t h i n g i s e a s i e r than t o put a l l o n e ' s r e s o u r c e s i n t o 

the m a r k e t t r y i n g t o p r o v e t o t r a d e r s tha t t h e i r e x p e c t a t i o n s a r e w r o n g , a n d 

d i f f i c u l t d e c i s i o n s w i l l c o n t i n u e t o f a c e u s o n w h e n t o s u p p o r t s t e r l i n g a n d 

h o w m u c h of o u r r e s e r v e s t o c o m m i t . S o f a r , the b e a r i s h a c t i o n s a g a i n s t 

s t e r l i n g h a v e b e e n v e r y l a r g e l y t r a d e r s 1 l e a d s and l a g s , but i f o n e o r m o r e 

o f the t h r e e m a j o r o f f i c i a l h o l d e r s o f s t e r l i n g (Saud i A r a b i a , K u w a i t , N i g e r i a ) 

j o i n e d the s e l l e r s , t h e s l i d e c o u l d b e c o m e v e r y f a s t i n d e e d . W e w o u l d t a k e 

w h a t d e f e n s i v e m e a s u r e s w e c o u l d ( i n t e r e s t r a t e p o l i c y , m o n e y s u p p l y c o n 

s t r a i n t s , t e m p o r a r y i m p o r t r e s t r a i n t s ) b u t s o m e f u r t h e r c o n c e r t e d i n t e r 

n a t i o n a l a c t i o n w o u l d p r o b a b l y b e necessary to h e l p s t a b i l i s e the r a t e . It 

i s v e r y l i k e l y tha t t h e p r i c e f o r t h a t h e l p w o u l d b e G o v e r n m e n t a g r e e m e n t 

t o t a c k l e w h a t f o r e i g n o p i n i o n s e e s a s a m a j o r c a u s e of o u r t r o u b l e s - t h e 

s i z e o f o u r P S B R - o r p u t m o r e p r e c i s e l y , the l e v e l o f o u r p u b l i c e x p e n d ! 

t u r e . I n d e e d , t h e p r o s p e c t s a r e tha t a n y l e n d e r s ( the I M F , t h e G r o u p of 5 , 

t h e m a r k e t ) w i l l e x p e c t u s t o r e d u c e t h e P S B R a n d p u b l i c e x p e n d i t u r e a s 

a c o n d i t i o n o f t h e i r l o a n s . 
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P u b l i c E x p e n d i t u r e 

1 3 . T h e L a b o u r G o v e r n m e n t w a s e l e c t e d o n a p r o g r a m m e of h e a v y 

p u b l i c e x p e n d i t u r e a n d t h i s p r o g r a m m e t h e y p r o c e e d e d t o i m p l e m e n t in 

t h e i r e a r l y m o n t h s o f o f f i c e ( p a r t i c u l a r l y i n h o u s i n g a n d s o c i a l s e c u r i t y ) . 

T h e r e i s n o d o u b t , t h o u g h , tha t t h e P a r t y w a n t s s t i l l m o r e . T h e r e c e n t 

s o c i a l c o n t r a c t d e c l a r a t i o n b y t h e T U C - L a b o u r P a r t y L i a i s o n C o m m i t t e e 

i s s t u d d e d w i t h h e a v y e x p e n d i t u r e i t e m s . M o s t of t h e m a r e v e r y a p p e a l i n g 

a n d a p p a r e n t l y n e c e s s a r y . Y e t t o d a y ' s p u b l i c e x p e n d i t u r e i s t o m o r r o w ' s 

t a x a t i o n a n d t h e r e i s l i t t l e d o u b t a l o o tha t v o t e r s , c e n t r a l a n d l o c a l , a t 

a l l l e v e l s o f i n c o m e , a r e f e e l i n g e v e n the p r e s e n t l e v e l o f t a x a t i o n 

o p p r e s s i v e . 

1 4 . B u t t h e r e i s m o r e t a x a t i o n t o c o m e t o p a y f o r e v e n t h e p r e s e n t 

l e v e l of p u b l i c e x p e n d i t u r e . T o d a y ' s £ I 2 b n . P S B R m a y b e a c c e p t a b l e 

i n a s l u m p b u t if o u r b a l a n c e of p a y m e n t s a n d i n v e s t m e n t o b j e c t i v e s a r e 

t o h a v e a h o p e of b e i n g m e t w e w i l l n e e d t o r e d u c e ( p e r h a p s h a l v e ) t h e 

P S B R t w o y e a r s f r o m n o w . If i n t h e f a c e of t h i s n e c e s s i t y p u b l i c 

e x p e n d i t u r e i s a l l o w e d to i n c r e a s e , the t a x a t i o n p r o s p e c t s t o w a r d s 

t h e e n d of t h i s G o v e r n m e n t s t e r m of o f f i c e a r e g r i m . B e y o n d t h a t , 

i n t h e e a r l y 1 9 8 0 s , e v e n N o r t h S e a o i l w i l l n o t m a k e a d r a m a t i c d i f f e r e n c e 

t o p u b l i c e x p e n d i t u r e p r o s p e c t s - a n d t h e d i f f e r e n c e i t d o e s m a k e s h o u l d 

b e t o i n v e s t m e n t r a t h e r t h a n t o c o n s u m p t i o n if t h e b e n e f i t s f r o m t h e 

N o r t h S e a a r e t o b e p r o p e r l y u t i l i s e d t o i m p r o v e o u r e c o n o m i c 

p e r f o r m a n c e , 

15 . T h e p o s i t i o n t h e n o n p u b l i c e x p e n d i t u r e i s s t r a i g h t f o r w a r d 

b u t h a r s h . M i n i s t e r s m a d e a d e t e r m i n e d e f f o r t l a s t y e a r a n d t r i m m e d 

o v e r £ 3 b n . off p r o s p e c t i v e p u b l i c e x p e n d i t u r e f o u r y e a r s h e n c e , 1 9 7 8 / 7 9 . 

T h e r e s u l t w a s t h a t t h e c o n t i n u o u s l y r i s i n g p u b l i c e x p e n d i t u r e o f r e c e n t 

y e a r s w a s t o g i v e w a y t o a 'no g r o w t h ' s i t u a t i o n . It w a s a c h a n g e o f 

p a c e a l m o s t s o d r a m a t i c a s t h e c h a n g e of p a c e on w a g e s e t t l e m e n t s , a n d 

i t h a s b r o u g h t s i m i l a r s t r a i n s . B u t n o t h i n g l e s s w i l l d o . I n d e e d , e v e n 

t h i s m a y n o t b e e n o u g h , 
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1 6 . M i n i s t e r s r e a l i s e t h i s i n p r i n c i p l e but i t i s a l m o s t i n t o l e r a b l y 

h a r d t o m a k e i t s t i c k i n p r a c t i c e . T h e d e c e l e r a t i o n h a s b e e n s o f a s t tha t 

t h e l i k e l y o v e r - r u n on o p e n - e n d e d p r o g r a m m e s ( l o c a l a u t h o r i t i e s a n d 

p u b l i c h o u s i n g ) a l r e a d y t h r e a t e n s t o e x c e e d the c o n t i n g e n c y a l l o w a n c e . 

A n d t h e c l a i m s c o n t i n u o u s l y a r r i v e f o r i n d u s t r i a l a s s i s t a n c e t o c u s h i o n 

t h e s l u m p , to h e l p i n d u s t r i a l r e c o n s t r u c t i o n , f o r n e w i n v e s t m e n t , f o r 

n e w l y n a t i o n a l i s e d i n d u s t r i e s . I t i s v i r t u a l l y c e r t a i n tha t u n p l e a s a n t 

s t e p s w i l l h a v e t o b e t a k e n t o c o n t r o l t h e p r e s e n t o p e n - e n d e d p r o g r a m m e s 

( e . g . h o u s i n g ) , i t i s q u i t e l i k e l y tha t Bocial p r o g r a m m e s m a y h a v e t o b e 

f u r t h e r c u t ( e i t h e r b e c a u s e o f e x t e r n a l p r e s s u r e s o r t o m a k e m o r e r o o m 

f o r i n d u s t r i a l p r o g r a m m e s w h i c h M i n i s t e r s d e c i d e d in P E S C m u s t h a v e 

t o p p r i o r i t y ) a n d the s a v i n g s d e c i d e d u p o n i n C i v i l S e r v i c e m a n p o w e r h a v e 

y e t t o b e t r a n s l a t e d i n t o r e d u c t i o n s i n p u b l i c B e r v i c e s . A g a i n t h e r e i s 

h e r e a m a j o r t a s k o f p u b l i c e d u c a t i o n in the r e a l i t i e s of the t a x a t i o n / 

e x p e n d i t u r e ' l i n k ' a n d t h e n e e d t o a d j u s t e x p e c t a t i o n s , e s p e c i a l l y o f 

s o c i a l p r e s s u r e g r o u p s . Y e t t h i s p o s i t i o n m u s t b e a c c e p t e d (and 

i m p l e m e n t e d ) . 

I n d u s t r i a l S t r a t e g y 

17 . T h e P E S C c u t s h a v e " m a d e r o o m " for i n d u s t r i a l e x p a n s i o n a n d 

t h e p r e s e n t m e d i u m t e r m s t r a t e g y , a s s e t out in t h e l a s t P u b l i c E x p e n d i 

t u r e W h i t e P a p e r , r e q u i r e s a n 8 ^ p e r c e n t a n n u a l r a t e of g r o w t h i n 

m a n u f a c t u r i n g o u t p u t f o r t h e n e x t t h r e e y e a r s if t h e e m p l o y m e n t , b a l a n c e 

of p a y m e n t s a n d r e a l d i s p o s a b l e i n c o m e targets a r e t o b e m e t . T h i s r a t e 

of g r o w t h i s w i t h o u t p r e c e d e n t . I t h a s n e v e r b e f o r e b e e n s u s t a i n e d o v e r 

t h r e e y e a r s . T h a t i s n o t t o s a y s u c h a r a t e of g r o w t h c a n n o t b e a c h i e v e d , 

b u t i f i t 1B t o b e a c h i e v e d m a j o r c h a n g e s w i l l h a v e t o t a k e p l a c e v e r y 

r a p i d l y , b o t h w i t h i n t h e m a n u f a c t u r i n g s e c t o r a n d in the e n v i r o n m e n t 

w i t h i n w h i c h m a n u f a c t u r i n g i n d u s t r y o p e r a t e s . 
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1 8 . A r e v i v a l in I n v e s t m e n t i n m a n u f a c t u r i n g i n d u s t r y i s p r o v i n g v e r y 

s l o w t o m a t e r i a l i s e . C o n f i d e n c e i s s t i l l v e r y l o w . T h e b a t t l e a g a i n s t 

i n f l a t i o n i s s e e n by m a n y p o t e n t i a l i n v e s t o r s a s b e i n g s t i l l i n t h e b a l a n c e . 

T h e r e t u r n o n i n v e s t m e n t i s a t h i s t o r i c a l l y v e r y l o w l e v e l s ( in m a n y 

c o m p a n i e s o n a n " i n f l a t i o n a c c o u n t i n g b a s i s " it i s s t i l l n e g a t i v e ) a n d t h e 

c o n t i n u a t i o n o f p r i c e a n d / o r p r o f i t c o n t r o l s i s s e e n a s b e i n g l i k e l y t o 

r e s t r i c t c o m p a n y e a r n i n g s i n t h e u p t u r n . T h e l e v e l of p e r s o n a l t a x a t i o n 

d i s c o u r a g e s r i s k - t a k i n g b y s m a l l b u s i n e s s e s and the s e l f - e m p l o y e d . 

H o m e d e m a n d i s r e c o v e r i n g s l o w l y a n d t h e m a i n i n c r e a s e i n s a l e s w i l l 

h a v e t o c o m e f r o m e x p o r t s a n d i m p o r t s u b s t i t u t i o n . E v e n w i t h t h e 

r e c e n t s h a r p f a l l in the e x c h a n g e r a t e , t h e p r o d u c t i v i t y o f B r i t i s h m a n u 

f a c t u r e r s w i l l h a v e t o b e g r e a t l y i n c r e a s e d if t h e y a r e t o o b t a i n a l a r g e r 

s t e a d i e r s l i c e of t h e h o m e a n d w o r l d m a r k e t s . S i n c e t h e l e v e l of i n v e s t 

m e n t is l o w , t h i s i n c r e a s e i n p r o d u c t i v i t y w i l l h a v e t o c o m e i n t h e f i r s t 

i n s t a n c e f r o m b e t t e r u t i l i s a t i o n o f e x i s t i n g p l a n t . T h e r e i s a g o o d d e a l 

o f e v i d e n c e t o s h o w t h a t t h e r e i s p l e n t y o f s c o p e f o r s u c h i n c r e a s e s . 

T h e C P R S s t u d y of the m o t o r i n d u s t r y a n d the r e c e n t s t u d y o f W e s t 

M i d l a n d s e n g i n e e r i n g f i r m s s h o w t h a t t h e r e I s s c o p e f o r i n c r e a s i n g 

p r o d u c t i v i t y b y SO p e r c e n t o r m o r e in m a n y c a s e s . S t u d i e s o f m a c h i n e 

t o o l m a n u f a c t u r e r s , t h e h o s i e r y a n d k n i t w e a r i n d u s t r y a n d e v e n of the 

c h e m i c a l i n d u s t r y h a v e s h o w n tha t t h e r e i s m a j o r s c o p e f o r r a i s i n g 

p r o d u c t i v i t y . M a n y p a r t s of n a t i o n a l i s e d i n d u s t r y (and i n d e e d m a n y 

p a r t s of l o c a l a n d c e n t r a l g o v e r n m e n t ) a l s o h a v e s c o p e f o r m a j o r 

p r o d u c t i v i t y i m p r o v e m e n t s . 

1 9 . T h e v i t a l n e e d i n B r i t a i n ' s p r e s e n t e c o n o m i c s i t u a t i o n g r e a t l y 

t o i n c r e a s e p r o d u c t i v i t y (and t o r e d e p l o y t h e m a n p o w e r t h u s r e l e a s e d ) 

w i l l h a v e t o b e a m a i n t h e m e o f t h e G o v e r n m e n t s i n d u s t r i a l s t r a t e g y . 

T h e N E D O i n d u s t r y s t u d i e s s h o u l d c o m e u p w i t h s o m e f i r m p r o p o s a l s , 

b u t p r o b a b l y t h e q u i c k e s t a n d s u r e s t i m p r o v e m e n t s i n p r o d u c t i v i t y w i l l 

c o m e f r o m i m p r o v i n g c o m m u n i c a t i o n s w i t h i n f i r m s , f r o m a m u c h g r e a t e r 

t w o - w a y f l o w o f i n f o r m a t i o n b e t w e e n m a n a g e m e n t a n d t h e s h o p f l o o r 

8 



generating a much greater sense of common purpose than exists at 
present. "Industrial democracy" in the formal sense obviously has a 
part to play in all this, though just how it Is best organised and how much 
is to be expected from it in the early years is a matter for debate. 
However, the example for providing a greater flow of information will 
in the first place have to come from the Government, setting out the 
real nature of the problems facing British industry at present. They 
rmi3t also try to convince industry that the planning agreements element 
in their strategy has an important operational significance. At present 
opinion varies from regarding them as a threat to regarding them as a 
joke (an empty slogan). There is, so far, little on the industrial strategy 
front to compare with the achievements in incomes policy or in containing 
public expenditure. This must change. It has, though, always to be 
remembered that we have had great difficulty in the past in making rapid 
changes in industrial productivity and that the power of Government in 
this field is particularly limited. 

Energy Strategy 
20. Energy strategy is one element in industrial strategy but a 
particularly vital element for Britain, given North Sea oil and gas, the 
huge investments in electricity generation, the importance of the NUM. 
Yet we still lack a coherent, co-ordinated energy strategy. In the 
period ahead we need to produce as clear a view as we can on the 
prospective world price of energy towards the end of this century, and 
decide what this implies for our investment and pricing strategy on 
coal, oil, gas, electricity, and for energy conservation. We need to 
fit our current decisions in the energy field into such a strategy and 
not move ad hoc in relation to the immediate position vis-a-vis theNUM, 
the problems of the turbo-generator industry, public fears on nuclear 
safety, etc. 

9 



N a t i o n a l i s e d I n d u s t r i e s 

2 1 . B r i t a i n h a s a n e x t r e m e l y l a r g e n a t i o n a l i s e d s e c t o r . I m p r o v e m e n t s 

i n p r o d u c t i v i t y t h e r e a r e j u s t a s v i t a l a s in the p r i v a t e s e c t o r . In t r a n s p o r t 

a n d the p o s t a l s e r v i c e s w e s e e m t o b e i n a d o w n w a r d s p i r a l o f h i g h w a g e 

c o s t s , h i g h e r p r i c e s , l o w e r d e m a n d , l o w e r s e r v i c e s . M o r a l e i n m o s t 

o f the n a t i o n a l i s e d i n d u s t r i e s i s a t i t s l o w e s t e b b f o r m a n y m a n y y e a r s , 

a n d r e l a t i o n s b e t w e e n t h e n a t i o n a l i s e d i n d u s t r i e s a n d G o v e r n m e n t h a v e 

s e l d o m b e e n w o r s e . I n d e e d , t h e n a t i o n a l i s e d i n d u s t r i e s h a v e b e e n b o t h 

t h e p a c e - s e t t e r s f o r w a g e i n f l a t i o n a n d a p r i m e e x a m p l e o f u n c e r t a i n 

m a n a g e m e n t . T h e l a r g e N E D O s t u d y w h i c h the G o v e r n m e n t c o m m i s s i o n e d 

( a n d i n w h i c h the C P R S h a s p a r t i c i p a t e d ) shou ld s o o n b e c o m p l e t e d . On 

t h e p u b l i c a t i o n o f tha t r e p o r t , t h e G o v e r n m e n t s h o u l d l o s e n o t i m e m a k i n g 

u p i t s m i n d w h a t s h o u l d b e d o n e . 

S o c i a l P o l i c y 

2 2 . M i n i s t e r s h a v e a g r e e d tha t f u t u r e r a t e s of g r o w t h i n s o c i a l 

e x p e n d i t u r e m u s t b e v e r y m u c h l o w e r than they h a v e b e e n i n t h e l a s t 

t e n y e a r s . D i f f i c u l t d e c i s i o n s a b o u t p r i o r i t i e s w i l l c o n t i n u e t o b e n e e d e d . 

T h e r e a r e m a n y d e s e r v i n g g r o u p s : t h e e l d e r l y , the d i s a b l e d a n d h a n d i 

c a p p e d , p o o r f a m i l i e s . In t h e s o c i a l s e c u r i t y f i e l d , i n p a r t i c u l a r , t h e r e 

i s t h e p r o b l e m o f t h e b a l a n c e b e t w e e n p r o v i d i n g a d e q u a t e u n i v e r s a l 

b e n e f i t s f o r g r o u p s s u c h a s p e n s i o n e r s o r f a m i l i e s w i t h c h i l d r e n , a n d 

p r o v i d i n g s e l e c t i v e b e n e f i t s f o r t h o s e in s p e c i a l n e e d , 

2 3 . T h e a i m m u s t b e t o c o n c e n t r a t e r e s o u r c e s on s e r v i c e s a n d 

p r o b l e m a r e a s w h i c h M i n i s t e r s t h i n k m o s t i m p o r t a n t . O t h e r s e r v i c e s 

a n d p r o b l e m a r e a s w i l l t h u s h a v e t o g e t l e s s . M i n i s t e r s w i l l w a n t t o 

b e s u r e t h a t t h e i r d e c i s i o n s c a n b e j u s t i f i e d in the f a c e o f c r i t i c i s m 

f r o m t h e i r o w n s u p p o r t e r s , t h e p r o f e s s i o n a l s ( t e a c h e r s , d o c t o r s , e t c ) , 

p r e s s u r e g r o u p s a n d o t h e r s . A c o h e r e n t s o c i a l p r o g r a m m e w h i c h c a n 

s t a n d u p t o c r i t i c i s m c a n n o t b e d e v e l o p e d b y t h e i n d i v i d u a l s o c i a l 
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d e p a r t m e n t s a n d M i n i s t e r s o n t h e i r o w n . P r i o r i t i e s , a n d a t l e a s t 

s o m e m a j o r p r o b l e m s , n e e d t o b e t a c k l e d a c r o s s d e p a r t m e n t a l 

b o u n d a r i e s . T h i s i s t h e b a s i s f o r t h e r e p o r t "A J o i n t F r a m e w o r k 

f o r S o c i a l P o l i c i e s " p r e s e n t e d t o M i n i s t e r s a n d p u b l i s h e d l a s t y e a r . 

E d u c a t i o n 

2 4 . T h e r e a r e a w k w a r d c o r n e r s f o r the G o v e r n m e n t t o t u r n i n 

a l m o s t a l l a r e a s of s o c i a l p o l i c y ( p e n s i o n s , c a s h b e n e f i t s , t h e N H S , 

r a c e r e l a t i o n s ) b u t o n e a r e a w h e r e p o s i t i v e a c t i o n i s n e e d e d i n t h e 

p e r i o d a h e a d i s e d u c a t i o n . In m a n y f i e l d s ( the t h r e e ' R s ' , t h e 

c u r r i c u l u m in c o m p r e h e n s i v e s , e d u c a t i o n f o r e m p l o y m e n t , e t c ) p u b l i c 

u n e a s e c o m e s up a g a i n s t t h e t r a d i t i o n a l B r i t i s h v i e w t h a t e d u c a t i o n 

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

i n t e r f e r e . It i s n o t the v i e w h e l d i n a l l c o u n t r i e s a n d i t m a y w e l l b e 

n e c e s s a r y t o q u e s t i o n i t i n B r i t a i n , 

H o u s i n g 

2 5 . H o u s i n g , l i k e e d u c a t i o n , i s a n i m p o r t a n t a r e a o f s o c i a l p o l i c y 

w h e r e o l d a n d l o n g h e l d c o n v i c t i o n s w i l l n e e d t o be r e - e x a m i n e d . In 

a g g r e g a t e t e r m s the h o u s i n g s i t u a t i o n i s i m p r o v i n g a l l t h e t i m e : the 

r a t i o o f d w e l l i n g s t o h o u s e h o l d s i s h i g h e r than e v e r b e f o r e : t h e 

p r o p o r t i o n of h o u s e h o l d s w i t h o u t a m e n i t i e s i s f a l l i n g . A n d y e t m a n y 

p e o p l e h a v e s e r i o u s h o u s i n g p r o b l e m s ; h o m e l e s s n e s s , s l u m c o n d i t i o n s , 

o v e r c r o w d i n g , e t c ; t h e s e p r o b l e m s a r e p a r t i c u l a r l y a c u t e i n L o n d o n , 

G o v e r n m e n t s u b s i d i s a t i o n o f h o u s i n g i s h i g h e r than e v e r b e f o r e . A n d 

y e t m a n y p e o p l e c a n n o t a f f o r d m o r t g a g e r e p a y m e n t s o n e v e n a s m a l l 

h o u s e , 

26, These paradoxes are only s o m e of the c o n s e q u e n c e s o f a c o m p l e x , 

i r r a t i o n a l , d i s t o r t e d (and h u g e ) s y s t e m of h o u s i n g f i n a n c e . T h i s s y s t e m 

i s u n d e r r e v i e w a t the m o m e n t . W h a t e v e r the s p e c i f i c p r o p o s a l s tha t 

e m e r g e f r o m t h e H o u s i n g F i n a n c e R e v i e w , M i n i s t e r s w i l l h a v e t w o 
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b r o a d o p t i o n s . T h e y w i l l h a v e t o c h o o s e b e t w e e n o n t h e o n e h a n d , a 

r o o t a n d b r a n c h r e f o r m of t h e w h o l e s y s t e m a n d , o n the o t h e r , m a r g i n a l 

a d j u s t m e n t s t o t e m p e r t h e w o r s t d i s t o r t i o n s a n d i n e q u i t i e s t h a t r e s u l t 

f r o m e x i s t i n g a r r a n g e m e n t s . N e i t h e r c o u r s e w i l l b e p o p u l a r , s i n c e 

b o t h w i l l I n v o l v e r e n t s r i s i n g a t l e a s t a s r a p i d l y a s m o n e y i n c o m e s , 

a n d p r o b a b l y a d v e r s e c h a n g e s i n t h e t a x p o s i t i o n o f o w n e r - o c c u p i e r s . 

B u t t h e r a d i c a l r e f o r m ( w h i c h w o u l d of c o u r s e h a v e t o b e i m p l e m e n t e d 

g r a d u a l l y o v e r a p e r i o d o f y e a r s ) w o u l d c a r r y the p r o m i s e t h a t , a f t e r 

i t h a d b e e n f u l l y i n t r o d u c e d , h o u s i n g w o u l d n o l o n g e r b e t h e i n t r a c t a b l e 

p r o b l e m t h a t i t i s t o d a y . 

D e v o l u t i o n 

2 7 . T h e h a n d l i n g o f d e v o l u t i o n i s c r u c i a l b o t h s t r a t e g i c a l l y a n d 

p o l i t i c a l l y . It i s t h e m o s t i m p o r t a n t c o n s t i t u t i o n a l i s s u e t o f a c e a n y 

G o v e r n m e n t i n t h e l a s t 50 y e a r s a n d the f u t u r e u n i t y of t h e U n i t e d K i n g d o m 

i s a t s t a k e . T h e t o p p r i o r i t y i s o b v i o u s l y S c o t l a n d a n d r e c e n t d e c i s i o n s 

b y M i n i s t e r s h a v e s e t the c o u r s e f o r p r e s s i n g o n f i r m l y w i t h a s e n s i b l e 

p a c k a g e w h i c h m o d e r a t e S c o t s m e n c a n s u p p o r t a n d w h i c h w i l l i s o l a t e 

t h e s e p a r a t i s t s . U n f o r t u n a t e l y , t h e m o d e r a t e s ' a p p e t i t e m a y w e l l g r o w 

w i t h f e e d i n g , b u t f u r t h e r c o n c e s s i o n s c o u l d t h r e a t e n the U n i t e d K i n g d o m ' s 

e c o n o m i c a n d p o l i t i c a l u n i t y , a n d e n c o u r a g e a n E n g l i s h b a c k l a s h 

( e s p e c i a l l y f r o m N o r t h e r n E n g l a n d ) . 

2 8 . T h e p o s i t i o n o f E n g l a n d i s s t i l l e n t i r e l y o p e n - a n d i t i s , a f t e r 

a l l , f o u r - f i f t h s o f t h e U K p o p u l a t i o n . T h e r e m a r k a b l e t h i n g i s t h e v e r y 

s m a l l i n t e r e s t i n E n g l a n d s o f a r i n t h e w h o l e s u b j e c t o f d e v o l u t i o n . B u t 

t h e i n t e r e s t m u s t c o m e s o m e t i m e . W h e n i t d o e s , i t i s v i r t u a l l y c e r t a i n 

t o f o c u s p a r t l y o n t h e l e v e l of S c o t s a n d W e l s h r e p r e s e n t a t i o n a t W e s t 

m i n s t e r a n d o n t h e p a r t p l a y e d b y S c o t s a n d W e l s h M P s in t h e d e t e r 

m i n a t i o n o f E n g l i s h a f f a i r s , p a r t l y o n the f e a r s t h a t the S c o t s ( a n d 

W e l s h ) w i l l g e t a b i g g e r s h a r e of t h e UK c a k e , a n d p a r t l y on t h e 

a r g u m e n t t h a t if r e g i o n a l g o v e r n m e n t i s g o o d f o r t h e S c o t s i t i s g o o d 
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f o r t h e E n g l i s h t o o . A n y m a j o r c h a n g e s f o r E n g l a n d w o u l d a l m o s t 

c e r t a i n l y i n v o l v e f u r t h e r r e - o r g a n i s a t i o n of l o c a l a u t h o r i t i e s ( a n d t h e 

h e a l t h s e r v i c e ) a n d t h e p a s s i n g d o w n of m o r e p o w e r s f r o m S e c r e t a r i e s 

of S t a t e t o l o c a l g o v e r n m e n t s . If M i n i s t e r s do n o t w a n t t o f a c e s u c h 

c h a n g e s f o r t h e f o r e s e e a b l e f u t u r e , i t w i l l b e i m p o r t a n t w h e n t h e E n g l i s h 

d e b a t e d o e s w a r m u p n o t to e n c o u r a g e a n y e x c e s s i v e e x p e c t a t i o n s . 

2 9 . T h e r e c e n t l y p u b l i s h e d L a y f i e l d R e p o r t i s i n f a c t m a i n l y a b o u t 

t h e d i s t r i b u t i o n of p o w e r b e t w e e n c e n t r a l a n d l o c a l g o v e r n m e n t a n d t h a t 

m a y t r i g g e r off t h e d e v o l u t i o n d e b a t e i n E n g l a n d , B u t w h e t h e r i t d o e s 

o r n o t , t h e G o v e r n m e n t w i l l h a v e t o a d d r e s s i t s m i n d v e r y r a p i d l y t o 

t h a t p a r t of t h e L a y f i e l d R e p o r t w h i c h s u g g e s t s a L o c a l I n c o m e T a x , 

F o r t h e d e b a t e s o n d e v o l u t i o n t o S c o t l a n d a r e b o u n d t o r a i s e t h e q u e s t i o n 

of t h e t a x a t i o n p o w e r s of t h e n e w A s s e m b l y . T h e f e a s i b i l i t y o f a L o c a l 

I n c o m e T a x h i n g e s c r u c i a l l y o n t h e r a d i c a l s i m p l i f i c a t i o n of P A Y E . 

S o t h e G o v e r n m e n t w i l l h a v e to d e c i d e q u i t e q u i c k l y o n w h e t h e r t o a c c e p t 

a n d w o r k t o w a r d s i m p o r t a n t s i m p l i f i c a t i o n i n o u r d i r e c t t a x s t r u c t u r e 

( m a i n l y i n t h e f i e l d of p e r s o n a l a l l o w a n c e s ) . 

B r i t a i n a n d t h e E x t e r n a l W o r l d 

3 0 . W e m u s t c o n t i n u e t o g i v e p r i o r i t y t o o u r r e l a t i o n s w i t h t h o s e 

m a j o r i n d u s t r i a l i s e d c o u n t r i e s ( the U n i t e d S t a t e s , the l a r g e r E E C 

c o u n t r i e s , J a p a n ) o n w h o s e c o - o p e r a t i o n w e m a y w e l l d e p e n d f o r t h e 

s u c c e s s of o u r m a c r o - e c o n o m i c p o l i c i e s . A l s o of g r e a t i m p o r t a n c e t o 

u s a r e t h e m a j o r o f f i c i a l h o l d e r s o f s t e r l i n g ( S a u d i A r a b i a , K u w a i t , 

N i g e r i a ) , A n o t h e r a r e a t o w h i c h M i n i s t e r s a t t a c h p r i o r i t y i s r e l a t i o n s 

w i t h the T h i r d W o r l d . 

31 . T h e r e a r e £ iva p r i n c i p a l i s s u e s w h i c h c o u l d h a v e a n a d v e r s e 

e f f e c t on o u r r e l a t i o n s w i t h o n e o r o t h e r of t h e s e g r o u p s o f c o u n t r i e s 

in the n e x t f e w y e a r s : 
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(a) EEC policy: the expectations with which we were welcomed 
into the EEC by most of our partners have largely been disappointed. 
We are perceived as having little stomach for "building Europe" 
and as trying to minimise the impact of the Community on the life 
of this country. This partly reflects the fact that there is much 
less commitment to Europe in this country than in the Eight, 
with the possible exception of Denmark, But it also reflects the 
fact that Ministers have not yet taken a view on what the Long
term goal of the Community's development should be or what 
kind of Community would best suit British interests. The CPRS 
believes that Ministers should have a long term strategy towards 
the EEC. It also believes, more immediately, mat Ministers 
should bear in mind the effect their EEC policies may have on 
the general attitudes towards this country of our major partners 
in the EEC, whose help we may well need. 

(b) Defence: pressure on public expenditure is bound to lead 
to suggestions for another look at the defence budget. The cuts 
resulting from the 1974/75 Review were unwelcome to our allies, 
especially the United States. Further cuts could do grave damage 
to our relations with them. 

(c) Middle East: there is quite likely to be another round 
between Israel and the Arabs during this Parliament. On past 
form this could seriously strain our relations not only with the 
Arab oil producers and holders of sterling but also with the 
United States and our partners in the EEC. There is very little 
that we can do to protect ourselves against this danger but It is 
of great importance that contingency planning should be kept up 
to date. 

(d) Southern Africa: Southern Africa Is also of direct concern 
to the United Kingdom. We are already doing what we can to 
promote as peaceful as possible a transition to majority rule 
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i n R h o d e s i a a n d m a k i n g c o n t i n g e n c y p l a n s f o r r e f u g e e s . T h i s 

w o r k w i l l h a v e t o c o n t i n u e . F o r t h e l o n g e r t e r m w e n e e d t o p l a n 

f o r a s i m i l a r t r a n s i t i o n i n S o u t h A f r i c a , b o t h b y p r e s s u r e o n the 

S o u t h A f r i c a n G o v e r n m e n t to p r o c e e d w i t h i t s l i b e r a l i s a t i o n 

m e a s u r e s a n d s u p p o r t i n g t h e m a s t h e y o c c u r , a n d b y c o n t i n g e n c y 

p l a n n i n g a g a i n s t t h e e f f e c t o n o u r e c o n o m i c i n t e r e s t s in S o u t h 

A f r i c a o f c i v i l w a r o r t a k e - o v e r b y b l a c k g o v e r n m e n t s h o s t i l e 

t o t h e U n i t e d K i n g d o m . 

( e ) N p r t h ^ S p u t h r e l a t i o n s : d u r i n g the l a s t 2 0 m o n t h s , t h e 

c o u n t r i e s of the T h i r d W o r l d h a v e s t r e n g t h e n e d t h e i r d e m a n d s 

f o r a N e w I n t e r n a t i o n a l E c o n o m i c O r d e r . C o n t r a r y t o e a r l i e r 

e x p e c t a t i o n s , c o h e s i o n h a s b e e n m a i n t a i n e d b e t w e e n t h e p o o r e r 

c o u n t r i e s a n d t h e o i l p r o d u c e r s . T h i s p r e s e n t s p a r t i c u l a r 

p r o b l e m s f o r t h e U n i t e d K i n g d o m . We b e l i e v e , m o r e t h a n m a n y 

of o u r p a r t n e r s , tha t i t i s b o t h r i g h t a n d i n o u r o w n l o n g - t e r m 

i n t e r e s t t o e a s e t h e l o t of the L D C s ; a n d e x p e c t a t i o n s h a v e 

b e e n a r o u s e d b y o u r i n i t i a t i v e o n c o m m o d i t i e s l a s t y e a r . B u t 

e c o n o m i c a l l y w e a r e w o r s e p l a c e d than m o s t t o f a c e t h e c o s t s 

o f r e d r e s s i n g t h e b a l a n c e b e t w e e n the r i c h a n d t h e p o o r i n t h e 

w o r l d . T h i s d i l e m m a p u t s g r e a t p r e s s u r e o n M i n i s t e r s b o t h a t 

h o m e a n d a b r o a d . T h e p o s i t i o n w e h a d t o t a k e a t U N C T A D IV, 

a n d the p o o r p u b l i c p o s i t i o n w e p r e s e n t e d t h e r e , s h o w s tha t i t 

i s i m p o r t a n t n o t t o p r o m i s e m o r e than w e c a n d e l i v e r a n d tha t 

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

i n c o n s p i c u o u s p o s i t i o n a m o n g s t t h e m o d e r a t e s o n N o r t h / S o u t h 

i s s u e s . 

C O N C L U S I O N S 

3 2 . P r e d i c t a b l y e n o u g h , t h e l o n g e r t e r m p r i o r i t i e s a n d p r o b l e m s 

h a v e c h a n g e d r e l a t i v e l y l i t t l e f r o m t h o s e s e t out b y t h e C P R S t w e n t y 

m o n t h s a g o i n C(74)110 . T h e G o v e r n m e n t h a s h a d q u i t e r e m a r k a b l e 
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success, in the short term at least, in instituting a '̂ iew economic 
order", a collaboration with the TUC on major issues of economic and 
social policy in exchange for a voluntary wages policy. But that new 
form of the social contract is still in its fragile infancy - and is seen 
to be so by foreign opinion as well as domestic. The prime task for 
Government must be to establish it on firmer and firmer foundations, 
including the CBI, as well as the TUC, and extending it in a practical 
form into industrial policy as well as prices, profits and incomes policy 
(and extending it from N E D O at the top down to companies, to the shop 
floor and covering private industry, national industry and central and 
local government services). 

33. The dialogue on the social contract must have an increasingly 
realistic attitude to public expenditure and the relationships between 
public expenditure and taxation. The dialogue on reducing unemploy
ment must have an adequate realisation of the need for industrial 
flexibility and geographical movement; of the possibilities of retraining 
and not concentrate on the preservation of existing jobs. Success in 
some degree is necessary on all these fronts if we are to succeed in 
terms of inflation, productivity, the balance of payments, the level of 
sterling, indeed, our standing and influence in the world. 

34. The most important set of tasks facing Ministers is the 
pursuance of these sets of dialogues, these areas of public education 
and persuasion. These areas apart, most of the other problems facing 
the Labour Government when it was elected seem no less intractable 
and pressing, Devolution, regional and local government organisation 
is coming closer to the crunch. Education presents more basic 
problems than seemed apparent two years ago. Housing likewise 
demands a fundamental re-examination. The nationalised industries 
are in severe disarray. An energy strategy needs to be evolved and 
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implemented, £very day the level of total public expenditure threatens 
to exceed the programmed level and painful decisions have continuously 
to be taken to keep it in check, as kept in check it must be. 

35. Externally we still have to decide our longer term objectives 
in the Common Market and to fit our short term operations Into that 
pattern. We have the difficulties of reconciling our public commitment 
to increase our help to the poorest countries with the strain that such 
help would put on our weak economy. We have, above all, the need to 
convince the world that we are not in the same state as Italy, that we 
have seen where we are drifting and have fundamentally changed course. 
Otherwise our currency could slide sharply and we would no longer be 
our own master. There is indeed a great deal to do. 

23 June 1976 
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CABINET 

SPEAKERS CONFERENCE ON ELECTORAL L A W 

Memorandum by the Secretary of State for the Home Department 

1. The arrangements for the proposed Speaker !s Conference on 
Electoral Law were discussed by the Cabinet on 18 November 1975, Draft 
terms of reference for the Conference were, subsequently agreed with my 
colleagues principally concerned and put to the Leaders of the other 
Parties in a letter from the Prime Minister dated 13 April, The replies 
to that letter from the Conservatives, the Liberals, the United Ulster 
Unionists and Plaid Cymru raise important points which the Cabinet will 
now wish to consider. No reply has been received from the Scottish 
National Party (SNP). 

ELECTORAL R E F O R M 

2, The Liberals (and Plaid Cymru, though less strongly) have 
requested that the electoral system should be added to the terms of 
reference.for the Conference; and the recent report of the Hansard 
Society Commission on Electoral Reform has stimulated public interest in 
the matter. This is largely a question for political Judgment and I 
recognise that, on balance, my colleagues may wiBh to adhere to the 
Cabinet conclusion last November that this topic should not be referred to 
the Conference, although I do not myself agree with this view. 

DISTRIBUTION OF SEATS 

3. Mrs Thatcher has asked fox the inclusion of Rule 1 In Schedule 2 to 
the House of Commons (Redistribution of Seats) Act 1949 on the ground that 
this has led to serious under-representatfon of England in the United 
Kingdom Parliament relative to Scotland and Wales. Mr Powell, for the 
United Ulster Unionist Council (UUUC), has asked for the "adoption of a 
uniform or minimum electoral quota in the terms of reference for Boundary 
Commissions for all the component parts of the United Kingdom", This 
proposal comes to much the same thing as Mrs Thatcher1 s. 
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4. Rule 1 deals with the allocation of seats between the various parts of 
the United Kingdom by providing that Great Britain shall have 'feot 
substantially greater or less than 613", Scotland shall have not less than 
71, Wales not less man 35 and Northern Ireland 12. The Secretary of 
State for Northern Ireland is opposed to any review of the number of seats 
in Northern Ireland at the present time. In the devolution context, we 
have said that "Parliament ... will continue to include the present 
complement of Scottish and Welsh Members" (paragraph 296 of Cmnd 6348). 
We could thus reasonably refuse to agree to add Rule 1 to the terms of 
reference. Our grounds would be that the time is not ripe, given the 
continued uncertainty in Northern Ireland and the proposed far-reaching 
changes in Scotland and Wales. There would be a risk that the 
Conservatives would then refuse to co-operate at all in the Conference; but 
this is unlikely because we know them to be keen to discuss many of the 
Items we have proposed. 

COMPOSITION OF THE CONFERENCE 

5. The Speaker, in agreeing to chair the Conference, has asked whether 
It would be possible to reduce the numbers of the larger Parties in order to 
accommodate all the smaller groups. The composition at present 
proposed (but not yet put to the other Parties) is 15 Labour, 12 Conser
vatlves, one Liberal and one SNP. I have some sympathy with the 
Speaker's suggestion and I understand that the Secretary of State for 
Northern Ireland would Uke to see UUUC representation. This is, 
however, primarily a matter for the Lord President of the Council and the 
Chief Whip, in consultation with the other Parties. 

CONCLUSION 

6, On balance, I recommend that we should refuse at present to add to 
the terms of reference the redistribution of Beats between the 
constituent parts of the United Kingdom. I hope, however, that it will be 
possible to respond sympathetically to the Speaker's suggestion about the 
composition of the Conference. 

R H J 

Home Office 

28 June 1976 
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CABINET 

DROUGHT 

Memorandum by the Minister for Planning and Local Government 

1. The purpose of this paper is to seek my colleagues1 agreement to 
allocating Parliamentary time this Session for a short BUI designed to give 
us extra powers for dealing with drought emergencies. 

2. The water situation is serious in the southern half of England and In 
South Wales, This has arisen as the result of a series of dry summers, 
and in particular an unprecedently dry 12 months since spring 1975, The 
areas most at risk are parts of East Angiia, the East Midlands, the South 
West and West, and South Wales, Within these areas the effects are of 
course highly localised, but it is now virtually certain that we shall face 
shortages leading to inconvenience and some hardship in the course of 
the summer and autumn. Over and above this, there is in some places a 
real risk of a breakdown os supplies calling for water rationing; there have 
been worrying indications over the last few days of a sharp and unexpected 
decline in the position, particularly in Northamptonshire, reflecting the 
fact that we simply do not have experience of factors that may apply when 
groundwater is as low as it is at the moment. 

3. My Department, together with the other Departments involved, 
have kept in close touch with developments through the special machinery 
with the Water Authorities that we established in the spring. This joint 
examination and contingency planning focused our attention on the question 
of the availability of legal powers. The Water Authorities confirmed our 
preliminary conclusion that existing powers were not adequate to deal with 
the localised emergency situations that we might be facing and urged us to 
put the matter right very quickly. 

4. I have no doubt that these extra powers are essential. They would 
take the form of a widening of the Secretary of Stated powers to make 
Drought Orders under the Water Act 1958 so as to provide, a, means of 
stopping non-essential uses of water in the build-up period when public 
support for water economy campaigns is essential, and, b. a legal frame
work for a water rationing system for Industry, agriculture and domestic 
use that does not depend, as under existing powers it would have to, on the 
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prerequisite of e&taxing for domestic supply by standplpes. I have 
circulated to the Home Affairs Committee a paper setting out the proposals 
in detail, and they are summarised in the annex; but there is an overriding 
question of the timing of legislation. 

S, The Bill I have in mind would be some five clauses long, and could 
be ready for Introduction in about a week. But it would have at this stage to 
be taken on the Floor of the House and would as I understand it have to 
displace other measures now before Parliament. 

6. I have discussed this with the Lord President of the Council. I 
agree with M m that the choice is difficult: our legislative programme is 
full enough without an extra Bill, however short and non-controversial, at 
this stage of the Session. It is, I think, a matter for the Cabinet 
collectively. I cannot prove that the extra powers I have suggested are 
crucial now rather than in November, since I cannot predict how far and 
how fast the situation may decline over the next few months. I can only say 
that the indications now are that in the continued absence of substantial 
rainfall we may face unexpectedly rapid changes in the water supply 
position, and I a m satisfied that delay In taking adequate powers could 
lead to major embarrassment and criticism. 

CONCLUSION 

7, I a m satisfied that the water shortage we are facing presents ue with 
a potentially dangerous situation for which our existing powers are 
inadequate and I ask agreement to urgent action to safeguard the position 
by the immediate introduction of a short amending Bill. 

J S 

Department of the Environment 

29 June 1976 
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CONFIDENTIAL 

1. The powers currently available are the following:

i Water Authorities can under existing powers impose 
bans on the use of hosepipes for domestic purposes 
and this a number of Authorities have already done. 

ii A S.1 Drought Order under the Water Act 1958 allows 
WAs to take water not otherwise available to them 
and suspends or modifies restrictions or obligations 
on the talcing of water, including compensation water 
and its treatment. This is a valuable power but very 
limited. The provisions provide for the payment of 
compensation to those adversely affected. 

iii A S.2 Drought Order under the 1958 Act enables Water 
Authorities to suspend or modify any enactment or 
agreement so far as it relates to failure to make 
normal supplies of water available without compensation. 
But these powers are subject to two major limitations: 
they operate only in areas where standpipes are already 
operating for domestic supply and they relate only to 
water supplied by the water undertaker. .Even in an 
extremely serious situation there would be many measures 
which could be desirable or necessary before standpipes 
have to be erected for domestic supply or outside the 
actual areas in which standpipes were operative. 

iv The Emergency Powers Act gives a wide range of powers. 
But there are many difficulties Including the 
proclamation of a State of Emergency. 

2." The basic defects of the existing powers are that they do 
not allow for a graduated series of measures for restraining 
non-essential uses of water progressively as a drought situation 
develops, and they do not provide hard enough powers for what 
could be a localised 1 emergency' situation in the full sense of 
the word. 

CONFIDENTIAL 



5. The necessary powers would be sought by a m e n d m e n t of the 
Water Act 1953. 

4. The two classes of Drought Order described above as S.1 ^ 
S.2 would be retained, but on a gradated basis. The Sectional 
Drought Order would be for use in the run-up to an emergency-
The 0rde3: powers would be substantially- widened to give the VAs 
wide discretion to limit or modify any enactment, agreement o
implied agreement, for the supply of 

a. - unraetered water; 
b. raetered water; 
c. abstractions; 
d. discharges, 

and would enable them also to authorise other people temporarily 
to abstract or discharge without going through the elaborate 
procedures of the 1963 Water Resources Act. Compensation would
be payable in these circumstances, as it is under S.1 Drought 
Orders at the moment. The main purpose would be to strengthen . 
the Water Authorities' ability to secure the limitation of non
essential water uses as a precautionary measure and as an 

adjunct 
to their general economy campaigns. 

5 . The Section 2 Drought Order would be for a localised 
emergency situation. It would give essentially the powers of 
limitation of use set out in Section 1, but without compensate0" 

i v eand against tighter criteria of urgency and need. It would  6  
the power to ration water, in a far more flexible manner that 
the present legislation, with the link to standpipes, provides. 
The"powers of the Secretary of State to grant such orders would 
have to be curtailed to an initial period of two or three mofltllS* 
with limited provision for renewal. 

6. Orders under the 1958 Act as it stands are made by the 
Secretary of State, subject to a - limited - period for objection 
and also public inquiry. These safeguards would be retained

a 
9 B\ , 
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1 July 1976 
CABINET 

CUTTING THE COST OF THE CIVIL SERVICE 
Memorandum by the Lord Privy Seal 

INTRODUCTION 
1. I was invited by Cabinet at their meeting on 13 May 1976 
(CM(76) 4th Conclusions, Minute 3) to hold bilateral discussions with 
colleagues to secure the maximum possible agreement, baaed on the 
possibilities in Annexes A, B and C to CP(76) 9, on measures to cut 
the forecast 1978-79 cost of the Civil Service by £140 million. 

2. The £ 140 million must all come from the civil Departments and 
amounts to 9 par cent from their total net expenditure - not 5 per cent as 
Cabinet originally thought appropriate. The Ministry of Defence (MOD) 
was excluded because it will by April 1979 save, as a result of Defence 
Reviews, some 40, 000 staff, about half of them United Kingdom based. 

AGREED SAVINGS 

3. Annex V records the amounts saved by options which are acceptable 
to the Ministers concerned - £95 million, or £45 million short of the 
target to which we are publicly committed. 

4. The effects of these cuts in relation to current strengths (Annex Y) 
and forecast strengths (Annexes V and W) vary from Department to 
Department - unfairly in the view of some colleagues. But an equal 
percentage cut for all would be even more unfair because it would take 
no account of relative work priorities or the practicability of shedding 
commitments. Some Ministers have offered more than others; but, 
since we need all the agreed options, and no new ones have emerged, I 
saw no scope in m y discussions for evening out the burden. It is now for 
Cabinet to decide which of the disagreed options should be added. 

DISAGREED SAVINGS 

5. The disagreed options from m y original package, worth 
£43 million, are listed in Annex W, with the reasons for disagreement. 
Annex X gives other options listed in m y previous paper; these remain 
even less acceptable to Ministers. 
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BRIDGING THE G A P 

6. There is no way of making the saving without choosing amongst 
the options in Annexes W and X. 

7. The savings already agreed by Ministers include an element 
(generally 2 per cent or so) for "good housekeeping". This reflects the 
outcome of a detailed study in the past year by senior officials of the 
scope for cost-saving initiatives, including a fully comprehensive system 
of staff inspection and the deployment of management services resources 
to give full emphasis to better working methods, cost cutting and cost 
control. I hope m y colleagues will **** a personal interest in this work. 
But I a m satisfied that it would be rash to look for larger savings from 
that source, 

8. The conclusion seems inescapable that we must take in all the 
options in Annex Win spite of the strong arguments against. This would 
leave us just under 12 million short of £140 million, and, as I said in 
CP(76) 9, it is reasonable to assume that consequential savings will be 
enough to cover this. I recommend accordingly. 

ABOLITION OF VEHICLE EXCISE DUTY (VED) 

9. The biggest single "disagreed" saving is the abolition of VED, 
proposed by the Secretary of State for the Environment but disagreed by 
the Secretary of State for Industry - CP(76) 41 gives the arguments. 
The saving la £12 million if we count only the savings in staff (3, 000) 
and in Post Office agency services. But an annual £2 fee to cover the 
administrative costs of the residual registration scheme would raise a 
further £22 million. It can therefore be argued that the total contribution, 
of T E D abolition is £34 million. As before, I have counted the saving as 
£12 million because on balance this seems right. But our task would, of 
course, be greatly eased if the general view was not only that VED could 
be abolished but also that it could fairly be counted as £34 million. 

10. Without abolition we shall find £140 million only with extreme 
difficulty because we shall have to take, not only the whole of Annex W, 
but also some £12 million from Annex X. This will involve some highly 
disagreeable decisions. 

LEGISLATION 

11. I was also asked, In consultation with the Lord President, to 
describe the legislative implications of this exercise. Annex 2(i) sets 
out in detail the legislative implications of the agreed options in Annex V, 
and Annex Z(ii) the implications of the disagreed options in Annex W; 
the position is summarised in the introduction to these Annexes. There 
Is one issue of consequence for the Cabinet to decide. The agreed 
Department of the Environment proposal to save £^ million by deferring 
the statutory time limit to return certain buildings to Local Authorities, 
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and Ilia disagreed proposal by the Lord Chancellor to save £700, 000 by 
reducing the size of juries to ten, both require legislation next Session. 
Both could be included in the Administration of Justice Bill, which only 
has third priority in next Session's provisional programme. The issue 
for decision is whether, having regard to the saving involved and the fact 
that no Miscellaneous Provisions Bill will be needed next Session, tbe 
Administration of Justice Bill should be given higher priority so as to 
ensure its introduction next Session, although this would reduce the number 
of other Bills in the provisional programme which could be introduced next 
Seeaion. 

CONSULTATIONS 

12. My colleagues have stressed that they need to consult with certain 
outside interests and with the Departmental Staff Sides before settling in 
detail how their allotted savings should be made. I have also undertaken 
to consult Hie National Staff Side before we reach and announce our 
conclusions. 

THE LONGER T E R M 

13. Worthwhile studies could - as 1 suggested in CP(76) 9 - be made 
into the administration of such manpower intensive policies as revenue 
collection and the distribution of social security benefits. The Chancellor 
of the Exchequer and the Secretaries of State for Social Services and for 
Employment are inclined to agree, and a small group of Permanent 
Secretaries is being set up to steer a preliminary feasibility study. Such 
long-term studies could not lead to significant economies before the 19,80s 
and would involve transitional coBts. But if we do not conduct them, and 
then face their implications, the Civil Service will continue to grow. 

CONCLUSION 

14. I invite my colleagues:

a. to accept the savings of £95 million in Annex V; 

b. to agree that the remainder of the £140 million be 
found by accepting all the savings in Annex W; 

c. to agree that they should have freedom, in the light of 
further consultations, to vary in detail the ways in which their 
total savings are achieved; 

d. to give personal attention to the adequacy of staff 
inspection arrangements and management services activities 
in their Departments; 

e. to accept the need to quantify, and to weigh more heavily 
than in the past, the staffing and administrative costs of all new 
policy proposals brought forward for consideration by colleagues; 
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i. to accept the legislative implications 6f the agreed 
package of options; 

g. to note the position about a study or studies of 
manpower intensive activities, 

S 

Civil Service Department 

1 July 1976 
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CONFIDENTIAL 
ANNEX 7 
Sheet 1 

REDOC1*10X3 IS EXPETOIWBB OS CITIL SERVICE MANPOWER ADD HELATED iDKHTTSTRlTIOK - OPTIONS IS ANVKXES A AND B OP 
CP(76)9 WHICH HAVE BEOT AGREED ST IffiPtiMKKSTAL M73H8miS 

NOTES 
1. fhe percentage figure (v) rayreaants th* total in ooltun (?) expresaad *" * 
ptroautaga of the total financial prarieiem fcy Klnlaterial reaponaiMlity. 

2. Dopartaenta H h l o h have offered u "*gre*dn options all tho entrlaa In 
Annexea A and B of CP(76")9 are d e n o t a d  b y "$f" in tha ooronenta oolmm (4). 

£AVISOS 

asspoNsntuasspoNsntuBB KINTSTEKINTSTERR ABABBB DEPARWEDEPARWEWW KABPOWER CCKKERTCCKKERTSS 
(t'O0O) 

00 )) (2) (3) (4(4)) 

Mlnlatar of As-riculture. Fieherlaa and Pood 

KAPP 3,372 835 

BAP 1142 * 
V - 4.7JC 3,414 846 

Cha/ioellor of the Erohaffoar 

Treamiy 120 24 

HM Cuatoaa and Exoiee 6,U5 1,600 

Inland Savenue 16,000 4,900 

Dapartnant for National Savings 2,700 1,144 

Rational Deht Offioa 50 25 

Publio Worka Vuw Board 24 10 

NKDO 32 5 

Paymaster QeiieraVe Offloe 163 0 * 
Registry of Friendly Sooletiea 9i 2 

Royal Xlnt 68 22 

V - 6.2* 25,420 7,932 



£ D W E J D £ W I 1 A L 
mm f 
Shs*t 2 

(a) (3) (4) 

J at 3 for EaacaV" "ifl
DBS 

a ̂-w j 
1,026 26 5 

T  6.0* 1,026 265 

f o r t n i g h t l y s i g n i n g o p t i o n t S of 8 fof Baplovmant additional  In DH3S  s t a f f n e e d e d

- p o s s i b l y i n t h e o r d e r o f 37S 5,823 1*517  fever o r t u b B t a n l i a l l y

i n t r o d u c e d a f t e r tho f i r s t 

m o n t h of u n e a p l o y a e n t 

ACA3 29 

KSC 2,273 779 Sub j act to consultation with 
tbe MSG 

8,125 2,302 

8 of; S for Biergr i i

D Energy 643 116 * 

T - 9.9* 643 116 

B of B for the Bnyjjcmnent 

DOE 13,369 3,030 

Ordnanoa Surrey 1,013 373 

T - 7.5* 14,382 3,403 

8 of 8 for Foreiiyi and Cocmomreftlth Affaira 
0CHQ 450 35 X 

fCO 7,000 N% rjn represents an "averagê  
contribution from FCO to the 
C140B. 

V - fl.4* 7,450 35 
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(1) 

3 of 3 for theftorae Department 

Hone Office 

Charity Connlasion 

T - 3.2* 

of 3 for Ihauatrr 
D Industry 

Lord Chanoellor 
U K 

land Registry 

Public Truptee*e Office 

public Record Office 

V -6.7* 

Lord President of ̂ the Council 

privy Council Office 

T - 7.5* 

fcard Prlv̂  Seal 

CSD 

CO I 

BKSO 

T - 8.0* 

S of 3 for northern Ireland 

Northern Ireland Offloe 

Supreae Court (jTl) 

v - 9.7* 

(8) ' 

2,892 

60 

2,952 

3,800 

3,800 

*30 

500 
300 
53 

1,133 

15 

15 

1,692 

650 
1,910 

4,252 

240 
12 

252 

(3) 

754 

17 

771 

1.055

1,055 

30
715
170 
11

926 

320 

129 
645 

1,094 

28 

0 

28 

AJWQt v 
Sheet 3 

(4) 

X 

* 
* 

* 

^ Depends on outage of the 
Devolution Bill by 1978-79 



AHfEX V 
Sheet * 

(1) (2) (3) (4) 

Minister for Overs r. as Dsvalorment 

500 om 79 

7 - 5.1* 5 W 79 

S of 8 for t*rioeB and Consumer Protect ion 

BPCP 16o 34 -Jt Aarones successful Paaef!, 
of thetfeieftts Mid Ket&f 
(Ho 2) Bill 

OPT 166 42 

T - 12.1* 326 76 

S of S for Scotland 

Soottish Office 2,424 672 
Scottish Record Office 40 11 
R Scottish Museom 30 10 
It Registers Scotland &5 25 

207 Scottish Courts Administration 29 

General Register Office (Scotland) 100 42 

V - 6.3* 2,866 799 

5 of S for Social Serrieea 

D11S5 14,400 5,292 

0PC3 560 205 

V - 5.3* 14,960 5,497 

E of S for Trade 

S Trade 1,730 504 

KOD 432 104 

T - 12.7* 2.152 608 

S of S for Walee 

Helen Office 620 160"" 
T - 10.0* 620 160 



(1) 

OffffiR, BEPAHMEHTS 

Cafeinat Office 

V - 0.4 

Crown Estate Office 

7 - 5*0* 

Direotor of Publio Prosecutions 

7 - 4.£ 

Law Officers' Department 

7 - 2.E 

Lord Advocate'u Depâ tBent 

V - 8.4* 

Treasury Solloitor 

7 - 6.4* 

10TALS 

CONFIDENTIAL 

(2) 

12 

12 

50 

50 

48 

48 

228 

228 

128 

128 

94,828

(3 ) (4) 

rarax v 
Sheet 

3 * 

6 * 

10

10 

0

 * 

* 

4 8

4 8 

1 4 

14 

* 

 26,065 



Sheet 7 

jg atPEBDITOHE OH CIVIL SERVICE MANPOWER AND RELATED AIMDUSTRATIOH - OPTBDHS JS AMffiXES A AHO B 0? CP(76)9 WHICH HAVE BEEJT DISAGREED DEPAJtTKElWAL HETISTEHS 

1. The f i g u r e s i n coluno (1) u v ) 

*. t he PES 75 provis ion for staff and adminis t ra t ion in 1978-79, I I M appropr ia t e r e c e i p t s for fees or t r a d i n g ; 

b . t he fo recas t t o t a l s t a f f a t 1.4.76. in PES 75. 
2. The fo recas t provis ion for s t a f f and admin i s t ra t ion for Departments marked "-H-" suffered a f u l l 10$ reduot ion a* 
a QoDseguenoe of the "formula ou ts" i n PES 75; those narked "*" had t h e i r expenditure reduced by l e s t than 10*. 

3. The percentage f igu res (if) represen t t he t o t a l s in column (3) expressed aa a percentage of the t o t a l f i n a n c i a l 
provis ion by M i n i s t e r i a l r e s p o n s i b i l i t y . Those narked (V) have been brought forward froa Annex V. 

SAVINGS 

EXPENDITURE REASONS FOR DlSiaKEsMEBT PROPOSAL NAHPOWBl 
AND BEPARTMEBT 

(1) (2) (3) U) (5) 

Minister of Agr i cu l t u r e . 
H a h e r l e s end Food 

(£70.4-1 16,700 staff) Curtail expansion of adrieory aerrioea and reaearoh effort
Curtailment of exirting advisory eerrloeu end researoh

effort 

 636 3,000  167 
 75" 

The review ("Proposed changes In the work of t he H i n i s t r y of Agr i cu l tu r e , 
F i s h e r i e s and Food", Cmnd 45*^) r e s u l t e d in a reduotion of 1,100 posta 
by Apri l 1974 and s t a f f r educ t ions " l r * s u b s t a n t i a l p a r t i c u l a r l y amongst 
s p e c i a l i s l e la t he former National Agr iou l tu ra l Advisory Service who 
l o s t near ly one - th i rd of t h e i r numbers. The exe rc i se caused Gears t h a t 
a r e only now hea l ing and i t has made fu r the r savings in t he Ministry 
tha t nuob more d i f f i c u l t t o f i n d . W*ll over 40 per cent of the staff a r e 
in p ro fe s s iona l , s c i e n t i f i c and t echn ica l grades doing specialised work 
and oould not i f t h e i r pos t s were abol ished b e found other Govamment 
employment In t he same way as admin i s t ra t ive i t a f f . The Department has 
taken on ex t ra d u t i e s , inc luding the b igges t load in Whitehall as a 
ooneequenoe of EEC e n t r y , y e t s t i l  l has a t o t a l of s t a f f we l l lie leu t h a t 
i n 1970. Expansion of home agr icu l t \ i r e  v i t a l t o our econoicy  to 
whioh Min i s t e r s committed themselves in l a s t y e a r ' e White Paper "Food 
from our own resources" (Cmnd 6020) would be a t r i s k I f c u t s under t h i s 
exe rc i se had t o go beyond 5 per oent whioh the Min i s te r has agreed t o 
accept. 

V  4.7* W  5.0* 3,636 $17 
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(2) O) (4) (5 ) 

Chancellor of the Exchequer 
Inland Revenue 
(R?52.0 bi 90,832 staff) 5,400 300 Hie original tarings of £21.3a were calculated Initially on the baoJ,* 

of forecasts of staff needs in 1978-79 nsde In January 1976. The 
underlying forecasts have now been revised downwards and the saving 
are similarly reduced. 

T  6.2* W  1.3* 5,400 300 / 

3 uf S for Bdncation 
and Science 

* T)7S*
(E17.2ai 4 , 1 2  7 staff) 
"Includes Soience and 
VXA Museums 

Farther reductions in service and controls 350 65 These posts are needed to maintain the degree of flexibility necessary 
if the Department le to adopt the more interventionist role In 
education supported by the Prime Minister. 

6.0* 2.0* 350 65 

5 of S for Employment 
* Dan 

(£48.1a: 19,455 staff) 

4- HSE 
(tl9.6si 3,900 staff) 

Reduction in Central Polloy Divisions and directly supporting 
administrative services 

Original Annex A options 
Reduction In planned recruitment over period to 1.4.78. 
Further reductions in planned growth 

325

1,785

 86

 397

 Would postpone beyond 1978-79 implementation of remaining individual 
rights provisions of the Employment Protection Act, including unfa r 
dismissal provisions for small firms and part-time workers, tine o T
for union activities and guaranteed payments. TUC would be violen ;ly 
opposed. Wages inspection cut below level agreed with TUC. Dep4T-taart*i 
ability to contribute to regional economic planning impaired. 

 Planned growth of 250 Factory Inspectors out baok to 50. Totally 
Inadequate cover for 8m new workers brought into scope by 1974 Act. 
Half of these 80 were intended to be covered by Local Authority 
inspection. But Govertment has refused extra funds to Authorities 
and HSC oust now cover whole 6m. HSC are prepared to take this on 
without adding to their foreoast numbers, if they are not out, thei-shr 
effectively saving £1.5^ in total public expenditure. 

(t 34.3*)* 24,721 staff) 
* deludes ESA and TSA Reduction in services provided for Agencies 

Reduce planned growth across all programmes 

6,431 2,238 K3C, with strong TUC support, will argue these programmes ere "ess^itlal 
policies"! any cut in grant-in-eid should not fall on "Civil Scrvijs" 
element alone but be applied by HSC in least damaging way. 

DBm o&intein that the cute proposed would reduoe ESA staff to 1,200 below 
their 1 April 1976 Rstinatoa. Using the criteria adopted in 
Annex T, the savings identified in Annexes A aid B would reduce t5i staff 
to eone 670 below the 1.4.76. staff in poet figure. Other efJVctt of the 
oute Mould be to halt the Job Centre projrancie with olooure cf offices; 
drastically curtail employment services, including thoae for youth and 
disabled; recruitment of trainees impaired; postpone service for tlie 
diaadvajitoged. 



0) (2) 0 ) 

General reduction in TOPS and other work 

* - 5.2* W . 5.5* 8,541

3 of 3 fnr the RrrfroBnetrt 
(f.l80,1mt 52,500 ataff) TED option 12,000 *BceInde* expendit*r* an 
Defenos, Supplies work eto. Reduoe economies and Statistics effort 148 

Reduoe or abandon advisory work In planning and 163 transportation Outs in housing dork, including the transfer of Boosing 172 JUsootatlon outwork to Sousing Corporation 

Remove right of appeal on advertisement oases 17 

Deduce Chief Highway Engineer serrloea 50 

Further savings in Hater Engineering and Sjvironmental 95 Protection effort 
Winter closing of Inelant KommMnta (savings reduced from 163 140 to 70) 

Pnrther savings in Highway Directorates 185 

Defer ports ro-organloatioo 28 

Reduoe further professional and teohnioel stadents 261 

Further raduotien of P3i industrial staff 1,266 

ASSEX K 
Shoet 3 

(4) (5) 

Cut on 73* trill reduoe TOPS training ooupletlona below the agreed 
target. 

 2.721 

3,000 See paragraph 9 of the paper, (C4.6n of saving is payment of Fost Offioe 
fees eto.) 

50 jTheee outs fell in the three key policy areas of THE Department's work 
42 J and the research effort which supports then. The agreed options already 

) lnolude the maximum contribution that can he made from these sectors. 
60 Reduction of effort In ooonomloo and statistics and any further 

reduction the housing, planning biA transport directorates could 
result in unacceptable daaage to important Government pollolve, 

5 The loss of individual rights to challenge local bureaucracy would be 
controversial and would need legislation. It la not worth the email 
numbers of staff involved. 

1n Some savings already offered, but to go beyond than to the levels 
eontuplatvd hart would pet people and structures at risk or Incur 
higher coats In constructing and maintaining roads. 

20 Cuts would prevent action on Royal Commission reports on air and 
industrial pollution and radio-active waste. 

TO Outs would produce rvHimdanolea in rural areas inhere there is no other 
alternative employment. Measures would include closing Hampton Court 
and Eenelngton Palace In winter, detrimental effect on tourism. 
Likely to cause industrial trouble. 

45 Cute would ls*d to abandonment of publio consultation whioh would lead 
to more public snd political rows and hinder the building of 
economically justified roads. 

5 Would maks It lapoesibls to introduce and implement the proposed 
legislation and worsen tbe problems of the ports industry, 

90 The students are an important source of supply of trained P*T staff for 
the future. To make this further out In their mctbere would reduce 
employment opportunities for students at the present difficult time. 
The Government cannot press other employers to maintain student intake 
if they are cutting their own. 

515 Eilsting plans mean reducing adult industrials by 1,200 over 2 yearn to 
maintain the intake of apprentioew, 1 further roduotlon of 515 would 
have an uneven lepaot on work teams which would have to he balanced 
within the reduoed expenditure oeillag, by use of contractors; would be 
likely to involve redundancies In sons plaooa; would result In a 



ABHEX n 
Sheet A 

CO (2) (3) (4) (5) 

PSA Supplies Division, close dotm Cleaning Advisory tjnit 60 25

violent reaction from the unions which could veil nean industrial 
action in the Whitehall area again and a refusal to co-operate any 
longer in productivity measures; and. would mean a slower response to 
breakdowns of eg heating, lighting and lift ayetens. Ihess civil 
servants are not a charge on the administration vote, and the total 
effect would he disproportionate to any financial saving. 

 The unit oan save its own cost each year in eoonotniee on the total 
annual cleaning bi l l for Government offices of £20m. 

7 . 7.3* V  7.6* 14(628 3,937 

Lord Chancellor 
-f LCO 

(£16.4M : 10,085 staff) Reduce juries to number 10 700 M l Hons Affairs Cossiittee undecided. If this saving is needed, a firm 
deoiaion to reduce ths aiss of juries is required. Legislation needed 
(see Annex Z ( l i ) )  . 

V  6.7* W  3.9* 700 mi 

3, OF S FOR SCOTLAND, 

* SCOTTISH OFFLOE* 
(£43.4MI 12,195 STAFF)
"INCLUDES SRO, R SCOTTISH 

MUSEUX, AND REGISTERS OF 
SCOTLAND. 

 SCOTTISH OFFICE 640 171 To go beyond Annex T would Involve the aooeptsaoe of options that would 
be very damaging politically or would be inefficient administratively. 
It would mean for example that Ministers would have to oonslder giving 
up some activities which are Scottish Manifesto coamltamts, eg it 
would mean reversing legislation which Is even now before the House on 
crofting and freshwater fishing, and abandoning work on urban 
deprivation just ss ws have announced a very well received major new 
initiative in Claagov. He would need alao to look for savings in the 
administration of such things as student awards of a kind which would 
simply save stafr at the cost of Increasing expenditure In other 
directions. 

T  6.3* V  1.4* 640 171 

3 OF S FOR; 3ocial Services 
* BHSS 

(£274.2ML 95,264 staff) Abolish Regional special welfare offieers 131 50 These officers deal with problem cases seat from local offices. If these 
posts are withdrawn local offices will have to deal with the problem 
cases as best they oan, the quality of work will decline and payment of 
benefit night continue longer than otherwise would be the case. The 
Supplementary Benefits Coraalsslon do not favour this proposal. 



AMMBC V 
Shamt 5 

( 1 ) (2) (3) 

Close all SUSS cellar offices 525 

ABANDON PROPOAALA FOR FURTHER CONTROL OF OCCUPATIONAL PENSION 26 
SOHEMES. 

Reduce drastically the extent to which supplementary benefit 3,21? 
claimants are visited 

REDUCE FURTHER THE NUMBER OF STAFF INVOLVED IN CONTRIBUTION 1,313 
ENFORCEMENT AND THE ALLOCATION OF CONTRIBUTIONS COLLECTED 
TO INDIVIDUAL ACCOUNTS 

Seduce the frequency of reviewing supplementary pension cases 1,248 
by post 

REDUCE WORK leading TO RECOVERY OF MONEY FROM THOSE LIABLE TO 1,786 
PAY MAINTENANCE TO EUPPLEAENTSRY BENEFICIARITA 

ABANDON WAR PENSIONS WELFARE OFFIOER WORK 263 

(4) (5) 

200 These offices are generally situated In the smaller towns and rural 
arsaa. Closure of the Caller Officer would not inconvenience ihe 
Department. There would be some increase in postal charges, adninie
trati-jn costs and refund of bus fares inay be nee*8a.\ry. The T u M i c 
would he inconvenienced and the elderly, disabled ar.d less literate 
particularly so. On the grounds that many claimants would suffer 
inoonvenience or hardship both the SFIC and the Departmental Staff Side 
are opposed to this measure. 

10 Abandonment would mset with opposition from the TUC who have been pressing 
strongly for further controls, and wtjcld be inconsistent rflth the 
proposals, published in a White Papef, to introduce further legislation 
on occupational pension schemes next autumn. 

1,225 Although such visiting of claimants to supplementary benefit has been 
elininated and supplenentsry pansion cases are now largely reviewed by 
post, some visiting is st i l l essential t0 ensure that all relevant 
information affecting entitlement has been obtained. CutH of the extent 
indicated In Schedule V could be achieved but anything beyold this would 
mean that the Department and the SBC oould not meet their basic 
obligations under the Supplementary benefit Scheme. The Chairman of 
the SBC has stated that A cut of this level could not in any circumstances 
be accepted by the Commission. 

500 Reduction of enforcement work to the level which A out of this size would 
require reduces the deterrent effect and increases the risk of losing 
more money by lost contributions than would be gained by staff savings. 
The Income of the HI Fund could be Seriously affected. Prom the public 
point of view a large number of pension records would be adversely 
affeotsd because of contributions left unallocated to individual accounts. 

475 The Chairman of the SBC has stated that this measure, which would reduce 
even the postal contact with their oldest claimants, would be a sticking 
point for the SBC. 

680 About £31m was recovered in 1974-75 from husbands who were liable to 
maintain their wives, and vioe versa, and from parents liable to maintain 
thsir ohlldren. Since the staff devoted to liable relatives is estimated 
to he less than 1,500 the overall saying per staff unit Is several times 
tie- omit oust. !h* vart mlsn actm ** an effective deterrent to abuse of 
too scheme because it prevents and reveals spurious claim and fictitious 
desertions. Any rsduotlcn cf effort could only be at the risk of 
Inorsasing public concern about abuet. 

100 This measure Is too politically sensitive to be acceptable. The ex
esrvlce organisations are particularly concerned about the position of 
war widows and that cf the older war pensioners. The Department's 
Welfare Service serves In soms degree to reassure them of the DepartaentU 
concern for the needs of the war pensioners and tha elimination of the 
service would lead to an outory. 



3HE*T 6 

01 (8) ( J  ) (4) (5) 

REDUOE THE AMOUNT OF WORK WHERE FRAUD I S SUEPEOTED, 
INCLUDING SPEOIAL INVESTIGATION WORK 

10  * REDUCTION IN TYPISTS, SECRETARIES, MESSENGERS, ETC, 
IN OFFICE SERVICES BRANOH 

7-5.3* V  3.4* 

788 

263 

9,560 

300 

100 

3,640 

AVAILABLE EVIDENCE INDICATES THAT WELL ORGANISED FRAUD INVESTIGATION 
WORK NORE THAN PAYS FOR ITSELF IN REAL TERMS. AFTER OFF-NETTING THE 
STAFF COSTS THE YEARLY SAVING IS ESTINATED TO BE OF THE ORDER OF 
XFI,D0D-C7,00D PER HEAD OF STAFF. THERE IS ALSO THE ADDITIONAL UNKNOWN 
SAVING RESULTING FROM THE DETERRENT EFFECT OF THE ACTIVITIES OF THE 
FRAUD OFFLEERA. 

THE STANDARD OF THESE EERVIOES I S CURRENTLY SUCH THAT CUTS OF THIS ORDER 
WOULD SERIOUSLY INHIBIT TOE EFFICIENT WORKING OF THE DEPARTMENT. 

/ 

OTHER DEPARWEBTS 

* TREASURY SOLICITOR 
(£?.ORNI 445 STAFF) TRANSFER- NINOR LITIGATION WORK FOR THE CROWN ESTATE CONN I S  -

SIONERA TO PRIVATE SOLICITORS 
USE OF LOCAL AGENT IN LANDLORD AND TENANT EASES 
OAS PROSECUTION CASES  A REDUCTION POSSIBLE 
SAVINGS IN RENT CONTROL AND REVIEW APPLICATIONS WORK 

14 5 TRANSFER OF WORK WOULD PROBABLY RESULT IN INCREASED OOSTS. 

ANTICIPATED REDUCTIONS IN VOLUME OF THESE TYPES OF OASES CANNOT BE 
REALISED  RATHER, AN INCREASE NOW SEEMS LIKELY. 

T . 6 . 4  * W  0 . 7  * 1  4 

TOTALS 43,469 11,756 



1. fee figaraa In oolnan (1) are l 
a. the ns 75 provision for ataff and adalniatratlon in 1978-79, laaa appropriate receipts far fees or tradingf 
a. the foreoave total staff at 1.4.76. la FB 7% 

2. Tha foreoest provleloa for ataff and adnlniat ration for Doparlaauti narked suffered * fall 10* redaction aa 
* oone*onanoe if the "formula art a- LB FBS ?5l 1km narked bad tbalr expenditure rodnood by laaa than 10*. 
3. BM P W I M M W figures fx) represent the totals In eoluen (j) expressed aa a percentage of the total finenolul 
provision by Ministerial responsibility. Tfcee. narked (fy and W) ham beer brought forward fron Aanexee f and 

SBpnsmx ii u nun FattFOBaL mm- coiSBQDntns 
lap pfpantsnnw (1*000) 

0) (2) 

Mir 
(CUkaji i*,700 atoff) 

Htf 
(t*.1ni 550 staff) 

(C%9aii 1,20* etaff) 

Abellab national grant for Bortloultareand agrtoulture 

T-4.7* "-5.0* 1-2.1* 

Rednoa Seenrity Oonrd 
Cease to valne Cream Pieyoitj 
Vltniraarlnc giant te TOm.
nialnate ontetdn eoononlo 
AbeUam aoonania fereoeetlng 

withdrawal fron Lavolveaent in formulating an lntnstrial strategy neduoe staff dealing with Defenee Policy 

Aboliah Central 
ibollmm Frnawj Itkrmtr, covert oartewxaula 60 iesw af feaeamt aanaoitj- - tank Ufeair U fajj to nare aXatly s*ii staff. ate earrloe. ratana offeetivenasa of " ' * 

(3) (4) (5) 

Coneultatlone between HUT andtalentU MBM ban lad to tha oooolueioa that additional tax raliafa could not in practice ha maad in plans of capital granta because DM rail of woold follow too long (up to ? years) aftar tha investmentj fernera with high lncoaii womld Obtain tha highest benefit and thoan paying no tax womld raoelve no benefit i and investment oomld not aa at present be (aided 
 1,900 750 towards iaprovementa *oet needed in the national interest without a -Ueproportlonate in or a as. In Inland Revenue ataff. Sinoe this option would 1 nwolvo an inereaee in staff and ooat in bland Revenue, tha net saving la now shown aa tl.5a and not tha C3.0a In CP(76)9. 

Mark geared la EK raejilranaiita. 

1,500 750 

"5 48 Seduction wMpoeptable to CSS an aaourltj groanda. Review of procedures any f ndniia aona sawing 
195 Loeal Authority objeatiom. 
90 Likely ta reaalt In alaanra - this U the only aaeh batr to the 1*. 
50 Weald deprive Treasary eoononlets of tha benefits of tute work ant their ability to aaintain their profaoalonal standards. 210 Suability te provide detailed fereaartai reanntlen la nrleftnt en 49 rreate Interpretation of tha atata of the eeenour and tan vlawe of outelde ooanentatorai no detailed foreoaate for Parliaments and the Publlo eautmry to rsauireueuta of Br Br*r*a laiiliiaat te the Isdaatry let. tevamul ef reeently detemlueA ariaritlea ntgM W laterareaad aa a 22 - o  f the 0even*anrt*s reaalva In tkia field. 

110 25 An tnfMnad and oritloal aperoaah to the Befanoa Mgat no longar poaalble, risk ef lean of oontrel. 
100 23 Sobatantlal onoe-for-all areaanga loaaee whlob eonM not be enatalaed at 

present. Also a ClOa aaslng in the Bank of Tarlml 

it 



CO 

m "̂ atoas aaal Kxeloa 
U"3.2at J1,797 staff) 
bland Ravaaaa 
(C232.0ai 90(822 staff) 

4 Bspartasat Cor satioaal SsvUsa 
(f32.2a* 12,88* staff) 
latioaej Dabt OffiM 
(*0.2at 64 atalT) 
Pablls Works Usa 
(t0.2at 48 staff) 

(C1.bat 22T staff) 

Pajaaotsr 0-arsl's Offlss 
(£2.9*1 m Staff) 

44- Isglstrr of Friaaily Soslstlss 
(lD.4al 115 staff) 
feral Mat 
(Trailac FMi 1,112 staff) 

(t17.*a. 4,127 staff) 
*lMVaU0 loteaao ajst 

Abolish U1I, SavlBCS Beads, JUT atojoota 

abolish Looal Aataorlty work 

Radaoa naabaĵ  of SMnoaioftaraloaasat Camoils 
" I 1

liaswa SJPJIIISJ of Baoaoalctorsioaaovt Coaaolls 
V 2

M M waatsrs of Soacnsdo SaTsloaaial Ooatolls 

ItoUll wsskly pajaant of sansiots for ezistiaf 
psaaiousrs 

T- 6.2* I - 1.3* X- 1.flf 

Farther severe redaotions in wviaae 
oootrols 

T - 6,t$ M - 2.0* X - 7.0* 

1 

(4) (5) 

2,900 1,100 In *1 M of tbo iaplloationo for tho P8BS. 

28 7 Voald result in inorosMS In BOX staff whioh vculd probably bs *t least 

80 

8D 

10 

10 
** ladas trial 

) strategy sad aUfct a*rar**lj affost aagotlaitloNs of s a sat am laflatiom 
peliolsB. 

80 10 

220 Coatrorenial, IotsItss n t  j eHffissM aacctlatlaaa. 

4,3*0 1.339 

1,204 289 Over alcslfloaat areas S  B oould no longer discharge its luassrt rolei 
sakotaBtUl snforeod redandanciesi possibility of 1 i; or 2-dsj closing of 
departartntal ROM 

1,204 289 

4 Best of aapleraeat 
(M8 . f a i t9,455"**ff) Maotloa la CawtraJ Policy Hvlsloas sad 329 86 Thasosotasls daftraart of sH prortatoaa. Berloas daaags to PaaartaswVs dirostly omppsxitaa; aaarlajst ratios. Barrio ooatrlavtlsa ta ad Its ability to fsramlata 

*0ll07* Farther rsiaotloaa ta othsr 1,106 335 Cats at this lonl aeiiluee sad saaatar pre tost Its . la roatiwo asjslajSTfstlsa related ooatrol dlvialoas likely. 



13) (4) 

(TJ.7m 69' itaff) 

(tl?.6.t 3,900 ataff) 

n e 

(t0.9ai 130 staff) 

(£53.6-1 1S9*3"taff) 

(t29.6ai 8,698 staff) 

trtitymm 
Baft Of * l r f j 
(f*.5ai 1,4** rtaff) 

Baft of the 
(£180.1*1 59,500 staff) 
"axolnies era auditor a an 
llefanea, "applies work ate. 

Ordnanoa Survey 
(112.4*1 4,311 ataff) 

Redaction 1B advisory oonolllatlon and 53* W9 
arbitration earvloea 

Farther redaetloa la innfl iia ap to 15* 1ml 090 198 

Partner redaction In eervloeo provided for agenolee 59 13 

Partner redaction IN all work *P to 10* level 1,357 459 

Farther r inaction la al l work sa to 15* Ural 1,394 498 

*- 5J* I-%5* 1-3.* 5,629 1,658 

0 0 

T - 9*9* V a 0.0* z - 0.0* 0 0 

Port bar redaction of design effort on saw 420 100 
betiding prograania 

Tersdastlon of appraatloe reeraltaent Is 1976 400 200 
and 1977 

Tisasfer of ladartrUl work to oontraotere 3B5 
Stay OfflM lajriwuail n i a a  n and disband 330 95 
work w t l f an M a t salt 

letaee lean! directorate by abasaoaini dlspated 31 W 
Vottiraant levy anaiaaaints 

ladaotlono to eoblsvi longwtera eoonoadea la 452 "3 
Qisataaaat oar servtoe - reetrlotlea erf allooatad 50 20 
aare (a Ministers in oterga of dopsi l a - t a 

Xayor aat la ROD aeoonded looal authority etaff 1,180 
and oonanlleney ttaaBallwii 

Stop 1l1250 535 180 

Ceaaatien of levelling and aooaraoy monitoring 
Madams oat pat of new liWOOO ant 1125000 
by one third 

tavialon of 1110000 mapping stopped 

Becaaee of lnereeaed liainl oats vowld 1-ndlately affaat level of aervloe 
provided. One-third of requests for itapataa conciliation ooald not ba aat. 
would require prior consultation vita ACAn, 

Liability to BAST requiraaant of 4st* Would require prior oonaultatlon 
KITH sac. 

Uoable to falfll propar role. Tola and taa fOUoaiag itaaa for TM would 
require oonsultatton with "SC. 

lore aerloaa abortfall la TOPS tarcata and farther redactl of 
now aklll oeatres. 

Llttla fartaar expansion of TOPS plaelaga above priaant level and 
oontraotlon of aklll oentre 

Bsferaeat of projeota related to dispersal. 

Polltloelly amaooeptabls. Trade Onion TPooiUaa. 

Coat wonld eseeed aw lag on wages, Mroac miea ipaninaa. 
Savinga laelmdo aatlaated JO otaff fa aoaaUes division. Jaanrse affaat 
ataff aide relations. 

Challaaced by Treaaary. Tto likely to he ins eatable at pa east la visa af 
financial sttnatlen, 

A doabtfal proposition which baa been aaallaaaMt by 1 

Ilaor saving oatvelghed by lnoonreaienoa. 

la addition to Increased road oonatraotloa aasta. weald lerl nalj lapair 
ability of mm to carry through the already 

Severe affeeta on plsnalnr *"* **** reclatratien aad ooaaoqaaat lorn of 

Serleaa long ten effeots on ana-aim standards. 
Farther delay la providing ap to data ooverage of aoaa araaa at theee 
eoelee. 

Oat of data aappiag of aeantala and aoaaland erase 
* Hedoadanoy agreeaent tame woald have to ha applied to at least 330 etaff 



0  ) ( 2 ) ( 3 ) ( 4 ) ( 5 ) 

DPCP 
( 1 1 . 6 .  *

OFT 
( £ 1 . 1 *  1

 3 4  3 -TOFF) 

 35  0 STAFF) 

CURTAIL CONAUMT PROTSOTION SERVICES 

EXTENSION OF CONSUITR CREDIT U  o h o  m FROM 
3 TO 5 YEARS 

FURTHER GENERAL OURTSLLAENT OF WORK 

9 0

I  8

 2  0

 1  2 

 REQUIRES LEGISLATION, 

7 m 1 2 . 1  * K . 0 . 0  * 1 . 5 . *  * 13 8 3  2 

3 OF S FOR BEOTL-J 

4 SCOTTISH OFFICE" 
(T43.4SII 12 ,19  5 STAFF) 
*FCOLUDSS SB0, R SOOTTISH 
VUSEIAT, SAD BSGISTERS OF 
SCOTLAND 

* SCOTTISH COURTS ADMINISTRATION 
(£1.7SII &6 STAFF) 

SO-

RSK-

SRO

 ASAUUES EQUIVALENT QB POLICY CHANGES

 BSDUOTLEASJ UP T* 1 9  * to

 DLALNATION OF LAGAL SOD BINDER/REPAIRER PASTS
CLOSE VEST SEARCH BOON 

 2 , 1 0  6

 2  0

 61  8 

 2  0 

6 

LBS SEORETARJ OF STATS HAS S*DE NO OFFER OF SAVING" BEYOND THOSE INDICATES, 
IN ANNEX A AND ANY WHICH SIGHT BE ACHIEVED BY THE FURTHER APPLICATION OF 
OB POLICY OPTIONS (THO SCOPE FOR WHICH B M  I  U UNITED). HE HAS ENPHASLASD 
THAT NO AAVINGS AT ALL ARE POSSIBLE IN PRISONS AND STATS HOSPITAL STAFF 
(TOTALLING ABOUT 3 , 0 0 0 )  . 

OAT OUT ALL TSAAOMTY EXHIBITIONS INCLUDING THOSE FOR THE BALNBURGS. FESTIVAL, 
SND A DRASTIO REDACTION OF EDAOATLCNAL WORK. 

CURTAILMENT EF REGISTRATION OF TILLS p/ATR-An RISK OF DAAJS** TO RECORDS ( 
OONSSATLON, DELAY AND LNSOOVSNLSNOE TO PUBLLO. 

*  * OSQSRAL REGISTER OFFLOE 
(03.9ML 4^7 STAFF) Farther REDUCTIONS IN STATISTICS AND SWREY WORK 93 1 9 RANGE OF OPTIONS OPEN TO MINISTERS CONSTRICTED AND OONDUOT OF 1981 OSNSMS 

PAT AT RISK. 

? - 6 . 3  * W - M  * 1 - 4 . 9  * 2 , 2 3  6 66  3 

S OF 8 to
T BBSS 

( K 7 4  . 2 S .  I

 AOOLSL SEMOOE 

 9 5 , 2 6  4 STAFF) ABANDON SASSPLEYAKNT REVIEW WORK 

FURTHER OUTS IN HEALTH AND PERSONAL SOCIAL SERRIOES
TO 1 5  * LEVEL 

 74 0 

71  0 29 0

30 5

 TSAOVE IMPORTANT OOARTROL. SUPPLEMENTARY BENEFITS COMMISSION CONCERNED, 
DNATTRACTIVE WHEN ACCOUNT TAKEN OF EFFECT ON BENEFIT PSPMSNTE. 

 DRASTLO OURTALLAENT OF DEPARTMENT*S ROLE, INCLUDING LOSS OF OONTRCL OVER 

OPCS 
(K6.2ST 2 , 7 6  8 STAFF) BSDUOTION IN LEVEL OF REGISTRATION SERVLOES 

AEDUOTLON IN LEVEL OF COMMON SERVICE WORK 
50
50

 17
 2  0

 "OREENLAG SERVICE TO PUFELIO UNTIL PERSONAL HARDSHIP OEASSD. 
 XFFIELSBOY OF DEPARTAENT IMPAIRED. 

r . \ 3  * *  X . 0.6* 1,55  0 6 3  ? 



(1 ) 

Sept of Trade (£16.9*1 7,951 s t a f f ) 

Export Credits Guarantee Dspt 
( n i l 2,144 s t a f f ) 

3 of S for Hales 
-H- Welsh Office 

(£6.2*t 1,600 s t a f f ) 

Cabinet Office" 
(£3.1*1 633 s t a f f ) 
elnolsdaa CSO 

Crown 1s t ate Office 
(£1.0*1 133 Staf f ) 

Director of Public Prosecutions 
(£1.0*1 209 s t a f f ) 

(S) 

-

T - 1 2 . 7 * W. 0.0* X - 4.6* 

Reductions of 13* 

T - 1 0 . 0 * W- 0 . 0 * X - %0* 

% out in 080 
Further 5* cat in CSO (10* in t o t a l ) 

Further % out in CSO (15* in t o t a l ) 

abolish Sooial weeeerch Coordinating Obit 
Reduce e f fort on Off ic ial Histories 

T - 0 . 4 * "*- 0 . 0 * X . 6.4* 

Major polioy ohangao 

T-5 -0* W - 0 . 0 * X . 10.0* 

-

(3) (4) 

783 220 Withdrawal of Government support for outward trade Missions. Slgnifloant 
reduction in planned l eve l of too steastauard. Material vesksninc of 
export prcaotlon effort In key areas (eg Japan). Decline of effort in 
tradt-sarks f i e l d . Postpon-out s i n s d i e of provision 1* draft Cswpaniee 
B i l l r e l a t i n g t o sore e f f ec t ive pursuit of l s t s f i l i n g of aocossrts. 

783 220 

3W 80 Serious isjpsir*snt of Department'* a b i l i t y t o undertake I t s e s sent ia l functions. 

310 80 

50 13 Redaction in tsopo of a l l aspects of work. 50 12 Dstarloratlon In r e l i a b i l i t y of s t a t i s t i c s ) no review of f inancial 
s t a t l s t i o s i no develcpsjsnt of aSVtional aad sector bsisnoe smssit ee t lae tes ) 
other seotions of work af fected, 50 13 s l l s d a e t l o n of functions I eg Reaearoh and Sooial Stadias brenoh snd Survey 
control Dnlt , or work on regional s t a t i s t i c s or lnpert/oertpert work. 24 6 Dsprlve Ministers of advice i s the growing f i e l d of sooial research. 

24 6 BUM counter t o the trend towards open governseut, rsdaoss aaln source of 
lnforaation on reoant Oovornajant a c t i v i t y . 

198 50 

100 13 bprodont es ta te ssnagsnsnt. Short-tero. rsaedj only. Stager of f a i l i n g to 
*eet oontraotual l i a b i l i t y t o e l l e n t a . Legislation necessary. 

100 13 

-
T . 4 . 8 * W - 0.0* X . 0.0* 0 0 



Saeat 6 

(1) (2) (3) 14) (5) 

Law Offiosra' lMpart int 
(t0.145at 23 s t a f f ) - -

T . 2.8JG 11  0.0* X  . 0.0* 0 0 

Lord Adrooat*'a Depertaent* 
(*2 .7ai 764 s t a f f ) 
*lbelunss Cream Office , 

Pleoal eervioe 

- - -
/ 

T  . 6.4*  V - 0.0* X  . 0.0* 0 0 

** Treasnry So l i c i tor 
(£2.0al 445 s t a f f ) Abandon s ta tutes i n force 64 14 Strong opposition froa l ega l profession,

relevant s ta tu te law. 
 added d i f f i c u l t y i a aooess t o 

T  . 6 .4*  V - 0.7*  X - 3.2* 64 14 

MI S 44,901 13,132 



ANNEX Y 
Sheet 1 

COMPAHISON OF EXISTING STRENGTHS WISH THAT 07 1 APRIL 1978 
IP ALL AGREED AND DISAGREED OPTIONS ABE IMPLEMENTED 

RESPONSIBLE MINISTER 
ADD DEPARTMENT 

(1) 

culture, 

5** Qup 
Total 

llor of the 

Jr^asury 
^stoms & Excise 
Inland Revenue 
^JJt for National 
Sayings 
!**ional Debt Office 
^blio Works Loaa 
Board 
^Naster General *s 
Office 
**45istry of Friendly 
Sooietiea 
**ral Mint 

Total 

N[?S foy Education 

S? 
Science Museum 
T * A Museum 

Total 

CURRENT 
STRENGTH 

1.4.76 
(STAFF 
IN POST) 

(2) 

15,624 
498 

16,122 

1,132 29,390 
80,279 

1 3 ' 4 24 
& 
772 

120 
1,132 

126,533 

2,918 
525 
698 

4,141 

PERCENTAGE INCREASE 
09 DECREASE 
REQUIRED 09 

CURRENT STRENGTH 
TO IMPLEMENT 

ANNEX V OPTIONS 
BY 1.4.78 

(3) 

1.5* 
8.23. 

1.7* 

- 12 .5* 
- 39 .1* 

* 22.7* 

*- 13.5* 

- 3 .7* 

3 .7* 

- 6.7* 

- 6.7* 

PERCENTAGE INCREASE 
OR DECREASE 
REQUIRED OH 

CURRENT STRENGTH 
TO IMPLEMENT 
ANNEX V AND 

ANNEX W OPTIONS 
BT 1.4.78 

(4) 

- 4 . 3 * 
* 8 .2* 

- 3 .9* 

* 4 . 1 * 
* 2*i2.t 
* 6.7* 
- 12.5* 
- 39 .1* 
- 11.6* 
4- 22.7* 

* 13.5* 

" 5.8* 
- 3 .7* 

3 .5* 

- 8.3* 

- 8 .3* 

J**se figures do not take account of new manpower requirements which 
**** arisen since PBS 75. 



AHHBX T 
Sheet 2 

(1) (2) (3) 

SSSSS ooooofffff SSSSS fofofofoforrrrr EmploymenEmploymenEmploymenEmploymenEmploymenttttt 
DEDEDEDEDEMMMMM 
ACAACAACAACAACASSSSS 
HSHSHSHSHSEEEEE 
ISISISISISCCCCC 
ESESESESESAAAAA 
TSTSTSTSTSAAAAA 
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r j s s r s w M r e zmplkuteiks op the optiohs 
There are two items which oi.'.ld ba included in & Finance Bill, iutA one in aliill already before Parliament this Session^ provided the ceceesaiy 
amc-rid-Tienta can be made in tine,. Sevo.-a! ituns I-equli-e Scottish legislation, and depend iipo.i the Secretary of Ststp for Scotland giving these 
proposals sufficient priority within his own liut of Billa for nert SeRslon. There are several items for which no suitable 3ill is in prospect, 
or for which a suitable Bill is planned but hs3 poor praopecta of finding a place r.eit Session because it is or-ly in tho third priority nr the 
Reserve category; tut nsopt of theuu f i - e items for which alternatives are being sought by the responsible Departnfints, or which would bring only 
small savings. There, should ba no need for a separate Mitoellaneoun Provioions Bill next Session to sweep up legislative proposals whioh offer 
significant eavingR but cannot bp accommodated In wider legislation. 

There ara two items involving quite substantial savings which may depend upon giving higher priority to ft Bill in next Sossion's progra-ane than 
it has at pisisent. These are the DOE's agreed proposal to save £500,000 by deferring the deadline for compliance with the £Statutory requiroaent 
to hand back certain Government buildings to Local Authorities; and the Lord Chancellors disagreed proposal to save £ 7 0 0 , 0 0 0 by reducing the 
sise of juries to 1 0 . The latter item, but not the former, could be Included in the Home Secretary^ Criminal Justice Sill, which is in the 
second priority gmup in the provisional legislative progi-a-Trae and h^; quite a good prospect of proceeding next Session. Both items oould be 
included in the Lord Chancel lor's Administration of Justice Bill, which is in the third priority group in the legislative programme and does not 
have a good chance of proceeding next Session. These savings oould be ensured by giving the Administration of Justioe Bill higher priority. 
Owing1 to the expected severe pressure on p&rllaaentaiy time next Session, this would reduce the number of other Bills in the provisional 
programme which could be introduced; and it might well become impossible to proceed with one of the Bills in the second priority group for which 
there could otherwise have been room. 

1. The figures in oolium ( l ) aret 
a, the PES 75 provision for staff end administration in 1978-79, less appropriate receipts for fees or trading; 
b . the forecast total staff at 1.4.78. in PSS. 75. 

2. This Annex Is divided into two parts, Z(i) describing the necessary primary legislation implied by the agreed 
(Annex v) options and Z(ii) dealing with the primary legislation implied by the disagreed (Annex w) options. 

PR3MABY LSOISIATIVE IMPLICATIONS IF. AMHHC 7 

SAVIBflS 

RES POSSIBLE H I H Z S m AMD DEPAKTHXsTF PROPOSAL EXFEWHTURE MASPOHER WHETHER SESSION VEHICLE FOR COHHEHTS 
(£*0O0) C0!TISOvER31AL INVOLVED LEGISLATION 

(0 (2) (3) (4) (5) (0 (7) (8) 

-Chance) lor" of the Ercheouer 
HJf Customs and EJCIBS 
(£113.2-1 31,797 staff) Abolition of fiaming Licence Duty 130 40 So 1978-79 Would form part of s 

(except on Jackpot Machines) Finance Bill 
Introduction of "prs-entry' system 445 200 The precise form of the 
for experts legislation requirement, if 

any, is not yet dear 

Registry of Friendly Socisties 
(C0,4nit 115 staff) Recovery of supervision costs from 85 - Hot if part 1976-77 Could ba included in 

Building Societies of a larger a Finance Bill 
Bill 
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(1) ( 5  ) ( 6  ) (1) i f .  \ 

S of 5 for Education * Science 

(£17.2a: 4,127 staff) 
"Includes Science and V4A Museums 

S of 5 far Snprffi 
Dopt of Energy 
[££.5a! 1,408 staff) 

5 of S for the Bivlronment 
D0E* 
(CL30.IM: 53,5^0 etaff) 
"Broluctee expenditure on Defence, 
Supplies work, eto. 

Abolition of posts dealing with 
instruments and articles for 
voluntary schools 

Savings resulting from Plowden 
Committee recoamendattona 

Abolition or need to consent 
unopposed overhead electricity 
lines 

Legislation to defer the need for 
PSA to comply with statutory 
requirements to return Court 
facilities to the Local 
Authorities 

Implement Dobry recommendations on 
onfQrcement cues 

Housing Finanoe 

Simplification of Vehiole Type 
Approval work 

2  5 

1  6 

5 

4 

500 125 HO 1976-77

4  0 11 KB 1976-77

330 140
(40 utaff
disagreed)

 So 1976-77

30 20 Ho

)Uo B u i t a b l e Bill la 
Jthe programme at 
Jpresent 

Would need an iElectricity Bill. Bone in the 
programme before 

, 1 9 7 3 - 7 9 

 Could be included In 
an Administration of 
Justice Bill. 
Provisional 
programme - 3RD 
priority 

 Could possibly bo 
included in TOIM 
and Country Planning 
(Enforcement and 
Levelopopnt) Bill. 
Provisional 
programme - 3rd 
priority 

 Could BE included 
 in Housing Bill, 
 whioh is only a 

Keaerve Bill for 
next &eaaion, or 
possibly in the 
florasleaaneaa and 
Housing Subsidies 
Bill, whioh 1B In 
the provisional 
programme - 1ST 
priority 

 Would require a 
Rond Trafflo Bill. 
Kbtiiina suitable 
lr. !'176-77 
pr t̂T-VCMO 

Savings are BO small that it 
would clearly not be appropriate 
to aeok legislation for tSaoe 
iteao alone. The department 
should have little difficulty in 
identifying alternative wê ve of 
meeting jlheae savings. 

TOTHER OPTIONS may be substituted 
JFOR these by OOPARTNENT OF ^Jiirgy. 
)lh VIEW OF snail ALSO of savings, 
JlagisFatlon for THESE itsca .".LONE 
)would NOT BE APPROPRIATE. 

Decision neoded on tho priori '-y
of thia Bill (see parsgr-afJi 1 1 ) . 
It is not olear to what extent 
this has the support of tbe 
Lord Chancellor. 

Savings are so small that it 
would not be appropriate to seek 
legislation for these lteas alone. 

Savings are relatively small, and 
it would not be appropriate to 
seek legislation for these itetcs 
alone. 
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SHEET 3 

( 2 ) (3 ) (4) (5) (7) (8) 

S OF S FOR SCOTLAND 
SCOTTISH OFFICE 
(t30.3a) RUNDOWN OF INSHORE FISHERIES PROTECTION 95 28 Tea 1977-78 WILL REQUIRE 

^SCOTTISH 
PROVIDED THAT THE S OF S FOR 
SCOTLAND IS PR-EPARED TO GIVE 

DELEGATION TO LOCAL AUTHORITIES OF 3 I SO 

JLEGISLATION THIS THE NECESSARY PRIORITY, 
THERE SHOULD BE NO PROBLEM. 

ADVERTISEMENTS CONTROL 
TEACHERS SALARIES I LOSE RESPONSIBILITY 7 2 ? 1977-78 
FOR PROMULGATING PAY SETTLEMENTS 

RUNDOWN IN CONTROL OVER LIE 8 2 VO 1977-78 

Scot t i sh Courts Unta l s trmt le 
(C1 . T a i i 8 9 6 a t a f f ) ABOLITION OF SATURDAY COURTS

REDUCTION OF JURIES TO 12
 24 

 50 
m 
MIL 

l o 
TEA 

1977-78 
1977-78 

)H111 REQUIRE A 
^CRIMINAL PROCEDURE 
M SCOTLAND) AMEND
)NENT BILL 

3 OF S FOR, TRADE 
DEJRT OF TRADE 
(£16.9ML 7,951 STAFF) ABOLITION OF REGISTER OF BUSLNEAA BENEA

SAVINGS RESULTANT FROA PASSAGE OF
 220

 260
 60
 73 

 SOMEWHAT 1 9 7 6 - 7 7

1 9 7 6 - 7 7

 )COULD BE INCLUDED 
 JIN THIA SEESLONU 

INSOLVENCY BILL INSOLVENCY BILL, 
KFHTCH h&a ALREADY 
IFASAED THE LORDS, 
II amendmentE OAN 
IBE MADE ON REPORT 
1 STAGE IN THE 
FC OMENS 

OTCSR DEPARWFST3 
Director OF PUBLIC PROSECUTIONS 
( O  . 0 m t 2 0 9 STAFF) REFERRAL EF POLIOE TRAFFIO OFFENOSS 

TO DPP DLSOONTINUED 
1 0 Tes WOULD REQUIRE A 

POLLOE BILL. HOT 
AT PRESENT IN 
PROGRAMME 

SAVING LA SO SMALL THAT 
LEGISLATION CLEARLY CANNOT BE 
JUSTIFIED FOR THIS ITEM ALONE. 

LORD ADVOCATE'A DEPARTMENT^ 
(C3.7MI 764 ATAFF) 
*£IOLUDES Crown Offioe, Fieoal Servtee ABOLITION OF SATURDAY COURTS

ADMINISTRATIVE FINES INTRODUCED
 1 2 

 1 0 0 
MIL 
18 

BO
PROBABLY LOT

 1977-78 
 1977-78 

JWILL REQUIRE 
ISOOTTISH 

AT 
EARLIEST 

(LEGISLATION 

JEORLAINALLEING OF CERTAIN OFFENEES 100 3 0 PROBABLY NOT 1976-77 COULD BA INCLUDED IN 
TRANSPORT AND ROAD 

DOE WOULD INTRODUOE ANY LEGIST. 
lation. B3 and 2CE HAVO NOT YET 

TRA/FLO BILL. BUT 
THERE IS NOTHING 

ezprocBod TFCOIR VIEWS ON this 
PROPOSAL* 

AUITABLE TN THE 
PROGREMOE 
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. 
sAvrras 

HESPOBSIBLE; WIBISTEFi AKD LEPAKMEHT PROPOSAL EKPENDITORE 
(£'O0O) 

MAKPOwsa 
CONTROVERSIAL 

SESSION 
J1IVOLVH) 

TffiETABLH 
COKSID-^ATIOKS 

(1) (*) (3) !4) (5) (6) £7) (8) 

of S for the EnyiroaTsnt 

(£190.1m: $2,500 Qtaff) 
*KrcludRa expenditure on Defence, 
Sullies work, etc. 

Abolition of VED 
Remove right of kp^al rai
aAvartlaea&ni aaees 

12,000
17

 3,000
 5

 Tee
 tfigaly

 1377-78
 1976-77

 Finance Bill 
 Could possibly ho 

invltuifi In Tome 
and Country 
Plannifg1 (Enforce
men! and Dav-elop
racnt Central) Bill. 
Provisional programme 
- 3rd priority 

Igrj^ban c el 1 or 
LCO 
(tl6.^ B : 10,035 Btoff) Reduction of juries to ten 7 0 0 *il Highly 1976-77 Coulo bo included in 

an Adainletration of 
Jaatioo Bill or 
Criminal Justice 

Eoiao Office oppivied 
Affiirn Cosaaittcii vjisMoii;.-!, 
but LCO ia pi-epsrsd tJ f-!?/aig 
in Administration o:' 34* 

5 of S for Scotland 

Bill. Both m 
provi3ions.1 
prograwi?, foraer 
3rd priority, latter 
2nd priority-

Bill if necessary. S^oiaici 
on the priority of such & Bill 
needed. 

Scottish Offioe 
Acoalerstsd disposal of laiid 
Settlement Estates 

3S7 38 Tee 1577-73 Mill require 
ISeottioh 

Abolition of Oroftsrs Cocyaisaion 
Abandonment of Freshwater 

193 
17 

62 
5 

Yes 
Tea 

1977-76 
1977-73 

)lo£ielation 

Fisheriea Control 
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1976 P U B L I C E X P E N D I T U R E S U R V E Y — G E N E R A L R E V I E W 

Introduction 

In March the Cabinet asked that officials should prepare a Survey 
Report showing base linefigures and setting out proposals for 
additional expenditure and feasible illustrative options showing how 
reductions of at least 2 \ per cent in 1977-78 and 5 per cent in the later 
years could be achieved in each departments programmes. The 
detailed ground rules for the Survey, as approved by the Cabinet, are 
reproduced at Annex A. 

Developments since publication of Cmnd. 6393 

2. Cmnd. 6393 was the outcome of a wide ranging review. For 
1975-76 and 1976-77 it showed greater expenditure than previously 
planned mainly reflecting the priority given to industrial expenditure 
and the need to take account of the recession. The White Paper 
showed, consistent with the terms of the Letter of Application to 
the IMF, that at least during the next three years or so no overall 
growth in public expenditure (excluding debt interest) was planned 
beyond the level then envisaged for 1976-77. 
3. The latest, but still very preliminary, estimates of outturn in 
1975-76 suggest that most programmes were running below the totals 
published in the White Paper. The main exception was the housing 
programme, where there was substantial overspending on several 
elements, affecting Scotland, Wales and England. The net total for 
programmes seems to have fallen short of the White Paper total by 
a little more than the published general provision for shortfall. 
4. The figures for 1976-77 incorporate some downward estimating 
changes but they are less than the apparent savings in 1975-76. 
At the same time the Government have agreed additions to some 
programmes in 1976-77. These have been aimed at taking the edge 
off unemployment and the need tofinance steel stocks during the 
recession. There have also been improvements in social security 
benefits which carry through to years after 1976-77 and significantly 
reduce the amount of savings decided upon last December. These 
and other changes are summarised in Part 2. 

O u t c o m e of Survey 

5. The detailed programme tables at the beginning of each pro
gramme chapter in Part 2 and summarised in Table A on page 8 
reflect the Cmnd. 6393 totals adjusted for: 

(i) decisions taken by Cabinet up to 31 May on use of the 
contingency reserve including the cost of the child benefit 
decision announced on 25 May; 



(ii) any reduction in the estimated cost of individual services; 
(iii) revised estimates of the unattributed EEC contributions 

included in programme 2. 
The base linefigures in the programme tables do not reflect the 
decision announced in Cmnd. 6393 to make blanket reductions of 
£50 million in 1977-78, £140 million in 1978-79 and £130 million in 
1979-80 (at 1975 Survey prices) in civil service staff costs. The 
Civil Service Department have been conducting an exercise aimed 
at settling the allocation of these cuts and their proposals are likely 
to be considered by the Cabinet in July. 

6. Potential additions to the base-line expenditure programmes are 
summarised at Annex B and described in Part 2. These additions 
are broken down into 3 categories: 

(a) demand determined and other requirements for the mainten
ance of existing policies; 

(b) proposals for new developments; 
(c) proposals for new developments which are contingent on a 

particular event. 
7. As instructed by Cabinet, officials have examined the scope for 
savings to offset additional bids and have also costed further options 
for reductions, amounting to at least 2 \ per cent of programmes in 
1977-78 and 5 per cent in later years. Details of these are sum
marised in Annex C and described in Part 2 of this Report. 

8. The summaries at Annexes B and C exclude details of bids for 
additional expenditure on civil service staff related items and the 
scope for further reductions where a departments expenditure is 
predominantly on manpower. These are summarised in Annex D. 
Given the difficulties being met in the Lord Privy Seal*s exercise to 
save £140 million on this expenditure, it will clearly be difficult to 
achieve compensating savings within this area. This implies that 
some increase in the size of the civil service will be an inevitable 
consequence of accepting these bids. Additions for nationalised 
industries' capital expenditure and savings options are described 
in a separate report (see paragraph 12 below). 

SECRET 3 
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9. The mainfigures which emerge from the Survey are: 
£ million at 1976 Survey prices 

1975 1976 1977 1978 1979 1980 
-76 -77 -78 -79 -80 -81 

otal programmes: 
Cmnd. 6393 54,766 54,304 53,389 52,927 53,327 

Survey tables 54,284 54,477 53,700 53,175 53,564 53,533 
Difference - 4 8  2 -+173 +311 4 2 4 8 4 237 — 

Cmnd. 6393
reserve  . 

 contingency 
. . . 825 1,050 1,425 1,650 

Balance of Cmnd. 6393 
contingency reserve after 
deducting difference shown 
above  . . . . 652 739 1,177 1,413 

Proposals for additional 
expenditure(') 513 1,596 1,676 1,144 1,790 

Options for reductions^) (2 ) — - 1,062 2,325 2,585 2,873 

(') Upper end of range. 
C2) Excluding nationalised industries' capital expenditure. 

Special aspects 
10. In the Survey it is necessary to take account of the fact that it 
brings together expenditure of very different kinds; different in terms 
of economic category and also the degree of control it is possible for 
Central Government to exercise over the expenditure. Some 
expenditure represents direct use of resources by the public sector in 
purchasing goods and services; other expenditure covers transfers 
to the private sector or the acquisition of existing assets. The demand 
which different kinds of expenditure place on resources varies though 
any addition to public expenditure has implications for monetary 
policy and international confidence. Surveyfigures are broken down 
by economic category in Table B. 

11. The degree of Government control over expenditure pro
grammes varies widely. Its control over its own expenditure is 
limited in certain cases because some benefits and services are 
provided on demand to any qualified recipient, e.g. social security 
benefits and family practitioner services. In such cases there is little 
action that can be taken in the short term to contain expenditure 
within a given control total, although in the longer term the level 
of spending can be affected by legislative or other action. The 
expenditure of other spending authorities is controlled only to a 
limited extent, and it has therefore been necessary to build up 
arrangements for monitoring and consultation. The special problems 
of local authority expenditure are described in Annex E. 



12. As was the case last year, the nationalised industries' capital 
expenditure programmes are the subject of a separate review by 
Ministers which includes consideration of options. This review was 
presented in June as El (76) 32. The programmes reflect the view 
each industry has of its contribution to the economy over the next 
decade and more, and the commercial policies it must pursue if it is 
to make that contribution. Following discussions by the Ministerial 
Committee on Economic and Industrial Policy decisions on the 
programme approvals to be given to the industries will be taken by 
Cabinet as part of the decisions on the Survey. The object is to take 
these decisions before the Recess, to the benefit of the nationalised 
industries and their suppliers. As the upturn in the economy 
develops, it is particularly important that the suppliers should not 
be left in uncertainty about the orders they will be getting from the 
nationalised industries. 

Cash limits 

13. In 1976-77 cash limits have been applied in one form or another 
to about 62 per cent of public expenditure programmes. This 
initiative will be carried forward into subsequent years subject to any 
modifications and developments which may prove desirable in the 
light of experience. The cash limits for 1977-78 will reflect the deci
sions taken by Ministers in this Survey but, as this year, the cash 
limits oncefixed will take primacy over the volume figures. 

Contingency reserve and shortfall 

14. In past years Governments have added more to public expendi
ture by policy decisions than was provided in the contingency reserve 
incorporated in White Papers. In addition expenditure on some 
services has tended to exceed estimates for reasons beyond the 
immediate control of Government. These factors have contributed 
towards upward "creep" infigures contained in successive White 
Papers. 
15. The Cabinet agreed on 5 February 1976 that special arrange
ments should be made to ensure that the contingency reserve 
included in Cmnd. 6393 was not over-committed. Treasury Ministers 
have since reported to Cabinet regularly on the state of the con
tingency reserve (particularly in 1976-77) after taking account of 
agreed and recommended claims and known potential bids. This has 
proved an invaluable aid to restraining expenditure. Nevertheless, 
but for the estimating reductions which have been incorporated in the 
base line figures in accordance with the ground rules, the contingency 
reserve balance shown in the table above would have been sub
stantially reduced only a few months after publication of Cmnd. 6393. 
Moreover although account is taken of estimating reductions in this 
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way it should be noted that there was also provision by way of a 
general deduction for shortfall in Cmnd. 6393. In this Survey it 
is necessary to take a fresh look at the appropriate level of contin
gency reserve and shortfall/longfall provisions. 

16. In reaching a view on the level of provision for the contingency 
reserve it is necessary to strike a balance between one which is so 
small that it is rapidly exceeded because of additions which are 
regarded as reasonable by Ministers and one which is so large that 
it undermines the discipline of maintaining programme totals. The 
contingency reserve must therefore be large enough to accommodate 
inescapable additions to programmes before they are reviewed in 
the next Survey without affording an incentive for major decisions 
to be postponed until after the Survey. 

17. The amounts to be included in the next White Paper as a con
tingency reserve are a matter for decision. For the purpose of this 
report, a reserve has been included in the tables of the following 
amounts which (apart from 1976-77) are the same as those in the 
equivalent year in Cmnd. 6393, suitably rounded. 

£ million at 1976 Survey prices 

1976-77 1977-78 1978-79 1979-80 1980-81 

Contingency reserve in this 
Report  . . . . 400 800 1,100 1,400 1,700 

Cmnd. 6393 contingency reserve 825 1,050 1,425 1,650 -
18. The extent to which programmes need to be reduced to 
reconstitute the reserve without exceeding the totals in Cmnd. 6393 
will of course depend on the amount of additional bids in Annex B 
which are conceded without offsetting savings. Even on the assump
tion that no such additions to the programmes were allowed the 
comparison with Cmnd. 6393 would be: 

£ million at 1976 Survey prices 

1976-77 1977-78 1978-79 1979-80 1980-81 

Cmnd. 6393 programmes(') 54,304 53,389 52,927 53,327 
Cmnd. 6393 contingency reserve . 825 1,050 1,425 1,650 

Total . 55,129 54,439 54,352 54,977 -
Survey programmes^) 54,477 53,700 53,175 53,564 53,533 
Survey contingency reserve . 400 800 1,100 1,400 1,700 

Total . ' . 54,877 54,500 54,275 54,964 55,233 

Difference from Cmnd. 6393 - 2 5 2 + 6 I - 7 7 - 1 3 -

(') Before taking account of the civil service manpower savings rising to £140 million 
at 1975 Survey prices in 1978-79. 



Conclusion 
19. Because of careful husbanding of the contingency reserve and 
some estimating reductions which are in the base-line figures it would 
be possible, if no additional bids without offsetting savings were 
conceded in the Survey, to include in the Survey a contingency 
reserve of about the same size as in Cmnd. 6393. Any net additions 
to programmes which are made can only mean a smaller contin
gency reserve or higher total expenditure. The main decisions which 
are required in this Survey are therefore: 

(a) how much of the extra requirement for the major " demand
determined " services should be accepted and what policy 
decisions should be made to limit any addition? 

(b) how much should be accepted of the other additional pro
posals without offsetting savings? 

(c) the size of the contingency reserve; 
(d) which of the options for reducing expenditure should be 

adopted? 
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TABLE A 
Public expenditure  by programme 

£ million at 1976 Survey prices 

1980-811971-72 1 9 7 2 - 7 3 1 9 7 3 - 7 4 1 9 7 4 - 7 5 1 9 7 5 - 7 6 1976-77 1977-7g 1978-79 1979-80 

1. Defence 5,665 6 5,503-8 5,460 0 5,265-0 5,487 1 5,620-8 5,644-( 5,626-9 5,652-3 5,629-9 
2. Overseas aid and other 

overseas services 76J 3 928-2 978 9 935-4 $14 3 1,006-9 1,275*3 1,375*2 1,471 -5 J.541-7 
3. Agriculture, fisheries. 

food and forestry 832 8 748*9 840 3 1,667-3 1,600 2 1,110-2 852-9 632-4 600 3 597-5 
4. Trade, industry and 

employment: 
Investment grants 795 8 481-5 290 8 1270 56 3 27-0 6-2 2-1 1-2 1-1-00 
Other 1,494 7 2,081-9 3,044 0 3,300-4 2,892 8 2,734-9 2,599-6 2,567-2 2,547-1 2,458-9 

5. Nationalised industries' 
capital expenditure . 3,103 0 3,070-5 2,743 1 3,377-6 3,841 6 3,690 4 3,309-5 3,476*6 3,612-6 3,612*5 

6. Roads and transport . 2,095 6 2,256-8 2,415 2 2,663-9 2,771 7 2,685 6 2,488*5 2,283*3 2,279*3 2,264-9 
7. Housing . 2,722 8 2,817-5 3,737 6 5,101-3 4,635 6 4,574*1 4,435-3 4,380-9 4,468-4 4,468-4 
8. Other environmental 

services 2,272 8 2,400-2 2,539 8 2,523-6 2,576 2 2,458*0 2,469-5 2,385-3 2,368-8 2,368-5 
9. Law, order and pro

teclivc services 1,448 1 1,462-0 1,549 6 1,655 0 1,756 8 1,810-8 1,833-4 1,813-1 1,816-4 1,815-7 
10. Education and lib

raries, science and 
arts 6,498 9 6,922-5 7,262 9 7,302-7 7,408 8 7,500-2 7,361-9 7,246-6 7,220-0 7,248-6 

11. Health and personal 
social services. 5,394 6 5,736-7 6,016 5 6,213-0 6,459 I 6,514-8 6,609 5 6,709-7 6,812-5 6,817-9 

12. Social security . 8,692 7 9,176'2 9,182 9 9,857-4 10,744 8 11.447-8 11,558-2 11,473-5 11,480-0 11,451 0 
13. Other public services . 711 7 933-8 733 8 782-1 854 9 840-3 849-9 839-9 843-7 843-9 
14. C o m m o n services 699 4 714-7 714 I 720-4 820 8 825-8 808*4 831-2 858-1 880-4 
15. Northern Ireland 1,161 9 1,217-1 1,242 6 1451-6 1,563 1 1,629 1 1,597-3 1,530-4 1,532-0 1,532-4 

Total programmes . 44,355 7 46,452-3 48,752 1 52,943-7 54,284 1 54,476-7 53,699-5 53,174-7 53,564-2 53,533-2 
Debt interest 4,558 4 4,533-5 5,329 5 5,454-0 5,382 8 6,500-0 7,500-0 8,100-0 8,200-0 8,200*0 
Contingency reserve . — - - — 400 0 800-0 1,100-0 1,400 0 1,700*0 
Shortfall . - — - — — — - -

Total 48,914 1 50,985-8 54,081 6 58,397 7 59,666 9 61,376-7 61,999*5 62,374-7 63,164-2 63,433-2 



TABLE B 
Public expenditure by economic category 

Goods and services 
1, Wages and salaries
2. Other current expenditure .  .  .  .
3. Capital expenditure4

Tola] goods and services .  .  .  .

Transfers 
4. Current grants to persons .  .  .  .
5. Grants and loans to the private sector .
6. Other

Total transfers

Total
Debt interest
Contingency reserve
Shortfall

Grand totai

"Including Nationalised industries' shortfall. 

197S-76

 I5,603'0
8,463-1

 10,336-9

 34,403-0

 11,701-5
 2,554-7

 5,624-9

 19,881-1

 54,284-1
 5,382-8

 


 59,666*9

 1976-77

 15,748-8
 8,726-9
 10,111*3

 34,587-0

 12,472-9
 2,817-5
 4,599-3

 19,889-7

 54,476-7
 6,500 0

 400 0
 

 61,376 7

£ million at 1976 Survey prices 

Average annual 
 1980-81 percentage increase 

1975-76 lo 1980-81 

 15,831-0 0-3 
 8,865-3 0-9 
 9,332-4 -2-0 

 34,028-7 -0-4 

 12,638-7 ! - 6 
 2,683-6 1 0 
 4,182-2 -5-8 

 19,504-5 -0*4 

 53,533*2 -0-3 
 8,200-0 8-8 
 1,700-0 



 63,433-2 1-2 
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ANNEX A 

Draft ground rules for preparation of 1976 Survey Report 

I. The purpose of the Survey is to enable Ministers to review the 
public expenditure programmes in the light of the latest view of the 
economic prospects, and any other new developments including 
changes in basic data, without any general increase in the total 
amount allocated in each Survey year to programmes and the 
contingency reserve. 

The base-line 
2. For the years up to 1979-80 the " base " should be the pro
gramme figures which underlay the February 1976 White Paper 
(Cmnd. 6393), adjusted for : 

(a) policy decisions taken by Ministers before the starting date 
for the Survey, i.e. 6 April; 

(b) any estimating changes which have been accepted by 
Ministers as a charge on the contingency reserve before 
the starting date; 

(c) any offsetting savings that may have been imposed as a 
condition of (a) or (6); 

(*/) any approved classification changes; 
(e) revaluation to 1976 Survey prices. 

3. For 1980-81 the "base"figures should be the same as those 
for 1979-80 calculated as in paragraph 2 above, except to the extent 
that adjustments may be necessary for a particular service (either 
up or down) because of specific demographic reasons accepted for 
the purpose of calculating the 1979-80figures in the 1975 Survey 
Report. 

The Survey 
4. Subject to paragraph 7 below, thefigures for each year in the 
Survey tables for each service should not be greater than the " base " 
figures as defined in paragraphs 2 and 3. If existing policy can 
now be carried out with less, the lesserfigures should however be 
substituted. 

5. Proposals for additional expenditure, either for the maintenance 
of existing policies or for new developments, should be separately 
costed for each Survey year. The Survey Report should contain 
a brief description of any such proposals and the reasons for them, 



distinguishing between (a) additional requirements for services which 
are demand-determined and governed by statute or binding con
tractual commitments; (b) other requirements for the maintenance 
of existing policies; and (c) proposals for new developments. It 
should also explain how expenditure could be held within the Survey 
figures either by policy modifications or by other suggestions for 
offsetting savings within the departments programmes. 

Options 
6. In addition to any savings identified under the previous para
graph, the Report should also display feasible illustrative options 
showing how reductions of at least 2\ per cent in 1977-78 and 
5 per cent in the later years could be achieved in each departments 
programmes. These should be costed for each Survey year, with 
a brief commentary on the practical and, where relevant, legislative 
implications of each item. Where programmes have separate 
Scottish and Welsh components, options should be included for these 
also. (Nationalised industries' capital investment will be handled 
separately in the report mentioned in paragraph 7 (a) below.) 

Other points 
7. The following categories should be treated as indicated below: 

(a) The investment programmes of the nationalised industries 
in Programme 5 (and the Civil Aviation Authority) will 
be the subject of a separate report to Ministers. If 
decisions have been taken on that report before the 
Survey Report has been completed, the Survey Report 
should give a brief summary of the effect of those 
decisions on the Survey figures. 

(b) Cmnd. 6393 mentioned certain approved expenditure pro
posals which had not at that stage been fully costed, 
and therefore represented a claim on the contingency 
reserve. Wherever possible, these should now be 
realistically costed and the figures set out separately in 
the Survey report so that decisions can be taken on them. 

(c) For debt interest and unattributed EEC contributions, the 
latest forecast should be given. 

8. The Survey Report should reflect the decisions taken to imple
ment the savings in civil service manpower announced in Cmnd. 
6393, and any consequential savings in programmed expenditure. 
The options in paragraph 6 should be additional to any such savings. 
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ANNEX B 
Additional bids 

The ground rules for the Survey required that proposals for additional expenditure 
should not be incorporated in the base line but should be described and separately 
costed in the Survey Report. These bids are summarised below and described 
in more detail in Part 2 of this Report. 

A. D E M A N D D E T E R M I N E D I T E M S A N D O T H E R R E Q U I R E M E N T S F O R T H E M A I N T E N A N C E O F 
EXISTING POLICIES 

£ million at 1976 Survey prices 

1976-77 1977-78 1978-7* 1979-80 1980-81 

Programme 

Defence 
Extra bid arising from holding base line for 1980-81 at 

1979-80 levels. Amount depends on decision about with
drawat from Cyprus - - - - - 154-190 

Overseas aid and other overseas services 
a. Contribution to B B C external services pension scheme . 0-9 0-9 0-9 0-9 0-9 
b. British Council . . . . . . . 0-4 - - - 
c. Increased subscription to F A O . . 0-6 0-6 0-6 0-6 
d. United Nations Middle East emergency force 3-3 3-3 3-3 3-3 

Total 1-3 4-8 4-8 4-8 4-8 

Agriculture, fisheries, food and forestry 
a. Rephasing of compensatory allowances 13-6 
b. Maintenance of other services .  .  .  .  . 4-5 3*2 10-4 9-6 10-3 
c. Miscellaneous: Local authority capital expenditure on 

small holdings .  .  .  .  .  .  . 3-6 4 1 2-4 2*5 3-2 
d. Forestry (mainly remission of interest) - - - 3-4 

Total 21-7 7-3 12-8 12-1 16-9 

Trade, industry and employment 
a. R E P - 1-6 6 0 10-3 16 1 
b. Regional development grants —. 9-2 8-2 16-9 26-9 
c. Refinancing offixed rateexport credit . 130 0 100-0 1000 100 0 1000 
d. Refinancing of home shipbuilding lending 2 3 0 1-0 - 1 5 0 -26*0 
e. Residual expenditure under repealed sections of Local 

Employment Act 1972 -0*3 0-3 - 0 1 — 
f. Selective assistance to industry -7-1 0 1 5-5 9-9 — 
g. Concorde .  .  .  .  .  .  . 10-3 7-8 9 0 6-7 -0-2 

i -1h. RB211 I i 
i. Assistance to shipbuilding industry 2-8 z 8*2 Z 
j. Other support services .  .  .  . 0 2 0-2 — -k. Investment grants 2-7 1-8 0*7 -0-2 — 
I, Nuclear R and D — 12-8 14-0 151 15-0 

I . ̂  m. Centrifuge grant J ' J 
— n. Shipping services .  .  .  .  .  . 0-6 0 9 0 7 1*9 

o. Air travel reserve fund - 2-0 2-0 — — 
p. Companies and insolvency services 0 5 0-4 -0*1 — 
q. Export promotion and trade co-operation - 0 1 0-1 0-1 0-1 
r. Price Commission — 2-5 1-0 1 0 



£ million at 1976 Survey prices 

1976-77 1977-78 1978-79 1979-80 1980-*! 

Trade, industry and employment (continued) 
— —s. Job centre rent and rates - — 1*4 

t. Improvement of employment transfer scheme —. 2-6 2*6 2-6 2-6 
u. D E  M computer project — 0 1 2-1 5-9 3 1 
v. Careers service .  .  .  . — 2 0 1-7 1-3 1-3 
w. Amended T O P S training targets 3*1 -1-9 -6-4 3*2 
x. Health and Safety Executive 2-4 3-9 II 1-5 0-8 

— —. y. Assistance to poorer energy consumers 15-0 10*0 
z. Offshore interest relief grant scheme . - 3-7 7 1 9-3 14-7 

Total 179-1 168-8 154-2 148-5 188-0 

Nationalised industries' capital expenditure 
a. B N O C . 260 0 275-0 300*0 350-0 
b. British Aerospace4 4-0 8 0 22-0 35-0 35*0 
c. British Shipbuilders 2 6 0 56 0 56-0 5 6 0 56-0 
d. Other 25-0 45-0 46 0 -149 0 -106-0 

Total 5 5 0 369-0 399-0 242-0 335-0 

dustry research and development expenditure of £1-8 

Roads and transport 
a. Concessionary fares expenditure by local authorities 21-5 20*8 20-7 22-5 
b. Subsidies to Scottish Transport Group 0-2 0-2 0-2 0-2 
c. C A A : Grant-in-Aid 3-3 1-0 -0*1 6-3 — 

—d. C A A : capital investment . -3-4 -1-1 0*8 -0-4 
e. Local authority capital expenditure -6-5 -11*6 -0-3 1-5 — 

f. Other civil aviation services 0*5 -0-5 -1-3 -1-7 — 
g. Shipping services 0 6 0 9 0*7 1-9 -

Total -6*1 10-1 21-0 27-3 24-6 

Housing 
a. England . 180-8 112-9 -35-5 -J6S-8 -171-2 
b. Scotland -8*4 -13-9 -15-6 -16-7 7 1 
c. Wales 2*2 38-8 43-6 41-3 42-8 

Total 174-6 137-8 -7-5 -144-2 -121-3 

Other environmental services 
a. Local environmental services (England and Wales) — — 30-0 30 0 30 0 
b. Scotland: 

Water and sewerage .  .  .  .  . 2-1 4*5 6-0 6 0 
Local services .  .  .  .  .  . 32-6 34-7 34-4 34-4 
Town and country planning .  .  .  . 3-3 4-5 2-7 2-7 2-7 

c. Community Land Scheme .  .  .  . 1-7 3-9 7-9 6 -2 6 -2 
d. Thames tidal defence 12*6 24*9 33-7 8-4 -23-3 

Total 17-6 6 8 0 113-5 87-7 56 0 

Law, order and protective services 
a. ENGLAND A N D WALES 

i. Courts 3 1 3 8 3 -6 3-9 
ii. Legal aid .  .  .  .  .  . 0-8 1-5 2-4 1-8 6-7 
iii. Criminal injuries compensation — 0 - 2 1-3 -iv. Prisons . . . . . . 5-2 6-3 8-3 8-3 
v. Probation and after care - 0 - 2 0-5 0-3 0 5 
vi. Police .  .  .  .  .  .  . 2-4 9-6 15-8 17-0 26-7 
vii. Fire and other protective services . 0 1 0 - 2 0-3 0-4 0 4 
viii. Civil defence-oil pipeline and food stockpile 4-3 12-8 13-5 7-9 
ix. Crown prosecutions .  .  .  . 0-5 0-5 0  4 0-5 -

Total England and Wales 3-3 24-2 42-4 45-5 56-2 
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£ million at 1976 Survey prices 

1976-77 1977-78 1978-79 1979-80 1980-81 

Law, order and protective services (continued) 
b. SCOTLAND 

i. Courts and prisons
ii. Divorce bill
iii. Legal aid
iv. Criminal injuries compensation
v. Prisons

vi. Police
vii. Fire

 . . .

 


—

 



 0-2
 
 0-6
 —
 1-6
 2-7
 -

 -0-2
 

 0-5
 -
 2-1
 2-4

-

 0*4 1-5 
 0-2 

 0-6 0-7 
 0*3 

 2-5 2*9 
 1-2 1-2 

 0-1 0 1 

Total Scotland  5-1 4-8 4*8 6-9 

Total 3 3 29-3 47*2 50-3 63-1 

Education and libraries, science and arts 
a. Teachers salary drift (GB) 
b. ENGLAND A N D W A L  K 

i. School transport .  .  .  .  .  . 
ii. More special school pupils .  .  .  . 
iii. More students and higher non-teaching unit costs 
iv. College of education redundancy payments 
v. In-service training .  .  .  .  . 

C. SCOTLAND 
i. Slippage in school building .  .  .  . 
ii. Revised estimate of primary pupils and 1J per 

cent annual increase in non-teaching unit costs 
iii. School meals .  .  .  .  .  . 
iv. Higher and further education— Ii per cent 

annual increase in non-teaching unit costs and 
meeting 96 per cent of natural demand 

v. Social andrecreational education-libraries and 
administration .  .  .  .  .  . 

d. Arts Council-granl-in-aid .  .  .  .  . 
e. Capital for museum projects .  .  .  .  . 
f. National Theatre building .  .  .  .  . 
g. Local museums and galleries: Scotland 

1 0 

-
-
-
-
4*9 

1-2 
1-9 

1 0 

— 

--
-
-— 

14-2 

2-4 
-
-
-
-
5-3 

5-7 
0 7 

1*7 

6 0 

— 
— 
0 6 

21-3 

4-3 
— 
— 
—. 
-
1-1 

6-4 
1-3 

2-3 

6  0 
3-5 
0-5 
0 5 
0-8 

28-5 

5-6 
.— 
— 
0-6 

-
-
7*2 
1-2 

4 1 

6 0 
2-5 
1-0 
— 
0*8 

30*5 

6-5 
1-4 
16-0 
1-0 

15*4 

-

7-2 
1-1 

5-5 

6*0 
2-5 
1*0 

— 
0 8 

Total 10 0 36-6 48-0 57-5 94-9 

Health and personal social services 
ENGLAND 
a. Maintenance of growth rates agreed after 1975 Survey 

Report 
b. Cost of Jubilee and May Days; and leap year 
c. Additional 1 per cent growth rate for personal social 

services  . . . . . . . . 
WALES 
a. Maintenance of growth rates agreed after 1975 Survey 

Report  . . . . . . . . 
b. Jubilee and May Days; and leap year .  .  .  . 
c. Additional 1 per cent growth rate for personal social 

services  . . . . . . . . 
SCOTLAND 
a. Maintenance of growth rates agreed after 1975 Survey 

Report  . . . . . . . . 
b. Jubilee and May Days; and leap year .  .  .  . 
c. Additional 1 per cent growth rale for personal social 

services  . . . . . . . . 

— 
-

-
-
-
-
-

1 0 0 

7-6 

0-6 

0-3 

1-4 

0 9 

10-0 

15-3 

0-6 

0-9 

1-4 

1 9 

15-0 

23-7 

1-0 

1-3 

2  0 

3-0 

96 0 
10-0 

32-6 

5-6 
0-6 

1-7 

12-3 
1-4 

4-1 

Total - 20-8 30-1 46 0 164-3 



£ million at 1976 Survey prices 

1976-77 1977-78 1978-79 1979-80 1980-81 

Social security 
a. Estimating (demographic, etc.) changes 
b. Revised economic assumptions 

- 4 1
-56 0

 67 
 66 

-8
-0
 146-5
 -128 0

 185-0\
  290 0 / 

0 

Total -60 1 133-8 18-5 - 1 0 5 0 220-0 

Other public services 
a. Vehicle licensing: greater than expected use of Post 

Office facilities 0 8 0-7 0-7 1  0 
b. 
c. 
d. 
e. 
f. 
g
h. 

Rephasing of Customs and Excise expenditure 
Replacement of existing vessels (C & E) 
Life assurantx: change in tax relief 
Charityrelief: late claims .  .  .  . 
Royal Mint 
Public Record Office: storage accommodation . 
100 per cent Census of Population, 1981 . 
B B C rearrangement and monitoring of frequencies; and 

world radio conference .  .  .  . 

-0-6 
— 

0-6 
U' 1 

-
0-5 

0-7 
— 
— 
0-3 

0-4 
O  S 

1 5 

0-2 
— 

-
0-2 
0-7 

1-7 

— 
0-1 
5*0 

-

2-2 

0-7 

— 
0-4 
5 0 

-
4-6 

. 

J. 
k. 

Customs and Excise: uniforms and telephones 
Registration of electors: Scotland 

— 

-
0-4 
0-2 

0-7 
0 3 

0 1 
0 3 

0 1 
0-3 

Total 0-6 5-1 4-5 9-1 11-4 

Common services 
a.
b.
c.

 Parliamentary Press 
 Computers and telecommunication 
 PSA rents .  .  .  . 

0-2 

-
1-2 

— 
8-2 

0-6 
0-5 
9*2 

0-9 
0-9 
5-7 

0*9 
0-2 
5-0 

Total 0-2 9-4 10 3 7-5 6-1 

Northern Ireland 
a. Economic assumptions changes: 

i. Social Security 
ii. R E P  . . . 

-4-9 
— 

-9-0 
0 6 

-9-9 
1 0 

-11-5 
1-4 

-2-7 
1-9 

b.
c.

iii. Housing subsidies. 
 Agriculture agency services 
 Police 

-0-5 
3-2 
0-9 

-0-8 
0-3 
6-1 

— 
0*9 
9-6 

1*2 
1-2 
13-9 

-1-6 
17-1 

d.
e.
f.

 Security guards grants 
 Organisation " Enterprise Ulster' 
 Development Agency -

4-6 
— 

-
— 

3-5 

— 
0-5 
5-0 

—. 
0-5 
5  0 

Total -1-3 1-8 5-1 11-7 23-4 

1241-2-
Total Category A 395 9 1,002*6 861-5 455-3 1277-2 

B. P R O P O S A L S F O R N E  W D E V E L O P M E N T S 

Overseas aid and other overseas services 
a. Belize defence force .  .  .  . 0-3 1 0 0-5 0-3 0-5 
b. E E C contributions (Italian earthquake) 0*1 1-4 1-3 — -

Total 0-4 2-4 1-8 0-3 0-5 

Agriculture,fisheries, food and forestry 
Offshore protection force (MAFF) . 2-5 1-8 2-4 2-4 2-4 
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£ million at 1976 Survey prices 

1976-77 1977-78 1978-79 1979-80 1980-81 

Trade, industry and employment 

- 0 3 — — -- 5-8 5-0 5  0 5 0 
c.
d.
e.

 Mineworkers' pension fund deficiency 
 Redundant mineworkers' payments scheme . 
 Pit closures-grants beyond 1977-78 .  .  .  . 

1 4 

--
2 0 0 

1-4 

--— 

1 4 
2 0 
12-0 
— 

1-4 
6-9 
131 
— 

1-4 
12-7 
14-1 
-

g. BHFL^-additioital capita! (on the most pessimistic 

h.
i.
j.

assumptions about investment and method of finance) 
 Purchase of shares in the National Nuclear Corporation 
 National Nuclear Corporation: additional capital 
 Offshore support under Section 8 of the Industry Act 

39-6 
2-0 
10-0 

2-4 

52-6 
-
-
7  0 

42-6 

.— 

7 0 

42-8 
— 
— 

7-0 

63-8 
— 
— 

7-0 

- 35-5 35-5 35-5 35-5 
1. Special redundancy scheme for fishermen after " Cod 

1-0 - — - — 
m.
n.

 Offshore protection force (Energy)
 Fuel efficiency loan scheme 

 .  .  .  . -
--

1-8 
— 
0-7 

2-3 
1-9 
0-7 

2-4 
1-4 
0-7 

2-3 
1-0 

1-8 0-6 0-3 0-2 0-1 
q. Collective funding of apprentice training — 3 0 0 4 0 0 40-0 4 0 0 

Total 78-2 135-7 150-7 156-4 182-9 

Roads and transport 
a. Grants to National Freight Corporation 18-2 

- 2 0 
9 1 

-2-2 
— 
-1-6 

— 
9 3 

— 
5-6 

16-2 6-9 -1*6 9 3 5-6 

Law, order and protective services 
a. ENGLAND A N D WALES 

i. Urban programme, including ethnic minorities . --
2-2 
0-7 

7-3 
0-7 

9 6 
0-7 

9-9 
0-7 

b. SCOTLAND 
i. Urban programme (Glasgow) -

-
1-0 
1*3 

2-9 
1-3 

4*9 
1-3 

4-9 
1*3 

iii. Prisons-training and rehabilitation - 0-5 0-5 0-5 0 5 

- 5-7 12-7 17-0 17-3 

Education and libraries, science and arts 
a. School meals consequentials of 1976 deferment of price 

increase; 
England and Wales .  .  .  .  .  . -- 4 0 0 

2-6 
49*0 
2-9 

42-0 
2-3 

7-0 
0-4 

b. To improve the pupil/teacher ratio in deprived areas 
— 5 0 5  0 5*0 5-0 

c.
d.
 National Library of Wales 
 Implementation of public lending right-cost of registrar 

and payments to authors 

— 

— 

0 5 

— 

0-5 

0-5 

0-5 

1 5 

-
1-5 

Total - 48-1 57-9 51-3 13-9 

Health and personal social services 
Nurse training: 

England 
Wales -

-
-

-
-

5 0 
0*3 

9-0 
0-6 

- — - 0-8 1-5 

Total - - - 6 1 111 



£ million at 1976 Survey prices 

1976-77 1977-78 1978-79 1979-80 1980-81 

Social security 
Mobility allowance-improvement in real value - 2 0 10 0 13 0 17 0 

Other public services 
a. Devolution—Scotland and Wales 4-0 17-5 23-7 25-3 25-4 
b. Cable and Wireless capital expenditure 10-9 7-6 100 13-5 14 4 
c. 0-2 0 2  —-d. U H F T V phase II 0 1 0 2 0-4 0-8 1 8 
e. 4th T V channel-Wales 0-1 2-3 5-3 7-3 5-9 
f. Satellite monitoring  . . . . . 0-3 0 1 0-3 0 1 -Royal Commissions .  .  .  .  .  . 0 8 0-6 0 1 8- - -

Total 15-3 28-9 40-1 47-3 47-6 

Common services 
a. H M S  O publications main distribution warehouse and 

new central warehouse . 0-2 — 1-5 2-3 1-6 

Northern Ireland 
REP-women's rate . 3-8 3-8 3-8 3-8 -School meals: consequential of deferment of 1976 price 

0-6 0-8 1-1 1-1 -
Total 4-4 4-6 4-9 4-9 -
Total B 112-8 235-9 280 1 310 3 304-8 

C. C O N T I N G E N T P R O P O S A L S F O R N E W D E V E L O P M E N T S 

Overseas aid and other overseas services 
E E C contributions—possible change in unit of account — 56-0 1190 - 1 5 0 - 8 8 0 
U N C T A D common fund' — 19-0- 190

75-0 75-0 

Total 5 6 0 138-0- 4 0- -88 0 
194-0 6 0 0 

Trade, Industry and employment 
Pharmaceutical industry—planning agreement * . 10-20 10-20 10-20 10-20 

Housing 
a. Housebuilding-further increase in number of approvals 

in 1976 over Cmnd. 6393 (England) 10 0 40-0 20 0 
b. Failure to legislate to obtain required rent increase 

(England) - 8 0 0 200-0 200-0 200 0 
c. Wales: 

i. subsidies .  .  .  .  .  .  . 1-0 2-3 3-8 5-4 
ii. improvement grants .  .  .  .  . - 0-1 1-8 1-9 1-9 
iii. improvement and other investment municipalisa

tion and net lending — 38-4 36 9 39-2 37-5 

Total 129-5 281-0 264 9 244-8 -
Law, order and protective services 

Rhodes ian refugees .  .  .  .  .  .  . 65-140 

Other public services 
E E C election 10-0 
Ordnance Survey  . . . . . . . . - 0-4 0-6 0-4 0-2 

Total 0 4 10-6 0-4 0-2 -
— 260-9- 439-6- 279-3 - 167*0

345-9 505-6 345-3 177-0 
Total C 

T O T A L A D D I T I O N A L B I D S EM A , B A N D C A B O V E 508-7 1,499-4- 1,581-2- 1,044*9- 1,7130
1,584-4 1,647-2 1,110-9 1,759-0 

s24) 

* Thefinal programme allocation of these items is not yet decided. The amounts are very speculative and no offsetting 
savings have been sought. 
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ANNEX C 

Policy opt ions 

The ground rules for the Survey required that for each programme, in addition 
to the savings necessary to offset the bids for increased expenditure, illustrative 
options should be displayed showing how reductions of at least 2\ per cent in 
1977-78 and 5 per cent in the later years could be achieved. The notes below 
summarise the position on offsetting savings and illustrative options and list the 
main options which have been identified. They are explained in greater detail in 
Part 2 of this Report. 

£ million at 1976 Survey prices 

1 9 7 7 - 7 8 1 9 7 8 - 7 9 1 9 7 9 - 8 * 1980-81 

Programme 

Defence 
a. Option: 

i. Savings of this order would affect the front line forces contributed 
to N A T O , in one or both of the Central European and Eastern 
Atlantic areas  . . . . . . . . 141 282 282 282 

b. Balance required to meet minimum options . - — - — 
c. N o offset to the additional bid has been offered 

Overseas aid and other overseas services 
a. Options: 

i. Overseas aid: a decline in the United KingdonVs performance 
against 0-7 per cent target 14 29 30 30 

ii. Reduced expenditure on the diplomatic estate, 1 2 2 2 
tii. Overseas information: reduced activity . 1 3 3 3 
iv. Otherextemalrelatbnsandrniljtaryaid: reductions in services . I 2 2 2 

Total options  . . . . . . . . 17 36 37 37 

b. Balance required to meet minimum options 
c. N o offsets to additional bid) quantified .  .  .  . 

Agriculture,fisheries, food and forestry 
a. Options: 

i. Terminate lime subsidy .  .  .  .  . 2 4 4 4 
ii. Agricultural andfisheries research 1 1 1 1 
iii. Limitfisheries grants and loans .  .  .  . 3 3 3 3 
iv. Reduce farm structure schemes and land Sales 1 2 2 1 
v. Reductions in other agricultural grants and subsidies 2 6 6 6 
vi. Reduced uptake of capita! grants due to v — 1 1 1 

7 5 3 3vii. Food subsidies .  .  .  .  .  .  . 
viii. Forestry  . . . . . . . . 1 1 1 1 

Total options  . . . . . . . . 17 23 21 20 

b. Balance required to meet minimum options .  .  .  . 
c. Offsets to additional bids*  . . . . . . . . 10 16 16 21 

Offsets of these amounts have been identified but not offered by depart
ments. 

* Including £1 million per annum to compensate for additional bids on Programme 4 



£ million saving at 1976 Survey prices 

1977-78 1978-79 1979-80 1980-81 

Trade, industry and employment 
a. Options: 

i. 23 44 41 38 
it. 5 11 12 12 
iii. Scottishregional support programmes .  .  .  .  . 2 3 4 4 
iv. 1 1 2 2 
v. Highland and Islands Development Board and Scottish Tourist 

1 1 I-
VI. 3 7 6 6 
vii. 1 1 1 1 
viii. 1 3 2 2 

Department of Employment: 
ix. Cut job-centre programme by 25 per cent after 1977-78; and 

in 1980-81 postpone 3 rehabilitation centres 2 2 4-
X. Restrict scope and use of employment transfer scheme 3 3 3 2 
xi. Reduce T O P S scheme and consequential effects on local 

5 10 11 11 
xii. Reduce assisted training in industry; and charge for direct 

training services in assisted areas .  .  .  .  . 2 4 4 4 
xiii. Reduce training allowance lead over unemployment benefit from 

2 3 3 3 
xiv. *Reduce rate of redundancy payment rebate from 50 per cent 

18 18 18 -XV. Reduce TES rate from £20 to £15 for last quarter of eligibility . 8 — — — 
xvi. Reduce community industry places .  .  .  .  . 2 2 2-
xvii. Miscellaneous: cut TSA management budget; 50 per cent cut in 

research programme; abolish Royal Commission on Distri
tion of Income and Wealth; and reduce Remploy workers . 1 2 2 2 

57 115 114 112 

b. Balance required to meet minimum options - 
c. Offsets to trade and industry expenditure might be found by cutting 

regional development grants. For employment services, offsets 
would have to be discussed with the Manpower Services Commission. 

* Legislation would be needed; and extra costs would be imposed on employers. 
fSavings options for the Department of Prices and Consumer Protection are offered in Programme 3. 

Roads and transport 
a. Options: 

i. Motorways and trunk roads: 
12 22 24 24 
3 5 5 5 

ii. Local transport: 
(a) Reduced road construction .  .  .  .  . 14 25 25 25 
(b) Car parks  . . . . . . . . 1 1 1 1 

4 7 6 6 
14 25 25 25 

iii. Other (road safety, new bus grants, and administration) . 1 2 2 2 
iv. British Rail passenger subsidies 10 18 19 19 
v. British Waterways Board .  .  .  .  .  . 1 1 1-vi. Ports 2 2 2 2 
vii. C A A i n v e s t m e n t . . . . . . . . 1 1 1 1 

62 109 111 111 

Balance required to meet minimum options .  .  .  . -— 6 
Offsets to additional bids have not been offered .  .  .  . — — -



£ million at 1976 Survey prices 

1*77-78 1978-79 1979-80 1980-81 

Housing 
a. Options: 

E N G L A N D 
i. Limits on local authority new housebuilding . 15 50 55 55 
ii. Reduction in New Towns programme .  .  .  . 2 5 10 10 
iii. Reduction in Housing Association Schemes 5 10 15 15 
iv. Additional rent increases or 15p in 1977-78 and 1978-79 . 25 50 50 50 
v. Reduced entitlement to rent rebates .  .  .  . — 10 10 10 
vi. 25 per cent increase in sales 20 25 25 25 
vii. Cut in municipalisation/improvements/lending to make up 

balance  . . . . . . . . . 25 35 20 20 

Total options: England .  .  .  .  . 92 185 185 185 

SCOTLAND 
Reductions in new housebuilding approvals 16 29 32 32 
WALES 
Improvement investment and grants 2 4 2 

x. Local authority mortgage lending; and slum clearance 2 3 2 1 
xi. Cuts in housing association approvals — 4 7-

Total options: Wales 4 7 8 8 

Total options: Great Britain .  .  .  .  .  . 112 221 225 225 

b. Balance required to meet m to imam options 
c. Otfsets to additional bids have been identified for England and Scotland 

but not for Wales 
England 113 - -
Scotland 7 

Other environmental serrlcea 
a. Options: 

Reductions in water authorities' capital expenditure 14 29 29 29 i. Thames tidal defence scheme 2 2 1 1it. 
Other arterial drainage 1 2 2 2iii. 
Land drainage maintenance .  .  .  .  .  .  . 1 2 2 2iv. 
Local environmental services 36 71 70 70 v. 
Slower New Town development 1 2 2 2vi. 
Slower build up of Community Land Scheme 4 4 4vii. Reduction in expenditure on ancient monuments and Royal 

1 

viii. 1Palaces and Parks 2 2 2 
Reduction in environmental research 1 2 2 2 
Sports council and miscellaneous cuts 1 1 11 

Total options. 59 117 115 115 

b. Balance required to meet minimum options .  .  .  .  . 
c. Offsets have not been quantified for England and Wales but might 

come from the water capital programme and local authority services. 

Law, order and protective servfces 
a. Options; 

ENGLAND A N D WALES 
i. Courts 1 2 2 2 
ii. Legal aid 1 8 8 8 
iii. Criminal injuries compensation .  .  .  .  .  . 4 4 5 5 
iv. Probation  . . . . . . . . . . 1 2 2 2 
v. Police  . . . . . . . . . . 3 22 27 29 
vi. Fire and other protective services .  .  .  .  .  . 4 3 2 2 
vii. Urban programme, etc. .  .  .  .  .  .  . 11 -. 9 10 10 
viii. H o m e Office research  . . . . . . . . 3 3 3 3 

34 53 59 61 



£ million at 1976 Survey prices 

1977 78 1978-79 1979-80 1980-81 

Law, order and protective services (continued) 
SCOTLAND 

i. Legal aid .  .  .  . 
ii. Criminal injuries. 
iii. Fire and police . 

1 
1 
1 

3 

1 
1 
J 

3 

1 
1 
2 

4 

1 
1 
2 

4 

b.
c.

Total options  . . . . . . . . 

 Balance required to meet minimum options. .  .  .  .  . 
 Offsets to additional bids have not been offered or identified. 

37 

8 

56 

33 

63 

27 

65 

25 

Education and Science 
a. Options 

EDUCATION A N D LIBRARIES (ENGLAND A N D WALES) 
i. Reduction in Computer Board expenditure .  .  .  . 
ii. Reductions in University furniture and equipment grant . 
iii. Revised catering and residence arrangements in higher and 

further education  . . . . . . . . 
iv. Libraries: reduced capital and current expenditure . 
v. Postponement of induction training and expansion of in-service 

training of teachers 
vi. Reduction of provision for non-teaching costs in higher and 

further education  . . . . . . . . 
vii. Reduction of planned expenditure on higher education to 95 per 

cent of Cmnd. 6393 level-570,000 places in 1981-82f . 
viii. Reductions in all educational, building starts programmes 

except Primary and Secondary basic needs .  .  .  . 
ix. Reduction of planned expenditure on under lives to 80 per cent 

of Cmnd. 6393 level 
x. Reduction of planned expenditure on non-advanced further 

education to 95 per cent of Cmnd. 6393 levelt 
School meals: further reduction of subsidy .  .  .  . 
Reduction in teaching force by 1 per cent from 1977-78 (in 
addition to any reduction required by ix above) . 

Reduction of planned levels of non-teaching costs in primary, 
secondary, nursery and special schools .  .  .  . 

Introduction of library charges 
Capitation fee of £10 for school pupils and students in non

advanced further education .  .  .  .  .  . 

XI. 
xii. 

xi v. 
XV. 

4 
21 

4 
4 

7 

10 

8 

17 

22 

8 
26* 

10 

14 
12 

46 

9 
23 

10 
8 

21 

21 

24 

33 

33 

20 
34* 

15 

28 
12 

68 

10 
11 

14 
8 

29 

33 

35 

41 

34 

24 
27* 

15 

41 
12 

66 

10 
12 

15 
8 

35* 

45* 

41* 

25 

35 

24* 
21* 

15 

56 
12 

65 

EDUCATION A N D LIBRARIES (SCOTLAND) 
i. Libraries; user charge .  .  .  .  .  .  . 
ii. Abandonment of school building starts programme (other than 

for primary and secondary basic needs) from 1977-78 . 
iii. Restriction of higher and further education provision to 95 per 

cent of Cmnd. 6393 
iv. School meals: reduction of subsidy .  .  .  .  . 
v. Reduction of teaching force by 1 per cent in 1977-78 and 5 per 

cent in subsequent years .  .  .  .  .  .  . 
vi. Capitation fee of £10 for school pupils and students in non

advanced further education .  .  .  .  .  . 

2 

2 

1 
2* 

2 

8 

2 

4 

3 
2* 

12 

8 

2 

5 

4 
2* 

12 

8 

2 

5 

6* 
2* 

12 

7 

Total options: Education and libraries (Great Britain) . 

SCIENCE 
i. Further curtailment of S R C big science 
ii. Reductions in resources for other Research Councils' pro

grammes in agricultural, health and environmental research . 
iii. Reduction of S R C support for science and engineering 

Total options: Science 

230 

1 

2 
2 

5 

390 

3 

4 
4 

11 

433 

3 

4 
4 

11 

453 

3 

4 
4 

11 
*These figures assume acceptance of additional bids. 
tThese options are subject to revision in the light of Ministerial decisions on tuition fees 
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f million at 1976 Survey prices 

1977-78 1978-79 1979-80 1980-81 

ARTS 
i. Reductions in support for Royal Shakespeare Company and 

other National Companies (or curtailment of support for Arts 
in the regions combined with a moratorium on most Arts 
capital projects)  . . . . . . . . 

ii. Shorter opening houra/weekend closures at National Collections J 
iii. Reductions in current expenditure on local museums and 

galleries  . . . . . . . . . . 

. 2 

1 

3 

1 

3 

1 

3 

1 

Total options: Arts .  .  .  .  .  .  . 3 4 4 4 

b.
c.
 Balance required to meet minimum options .  .  .  .  . 
 Offsets to additional bids for England and Wales have not been separately 

identified but are included in the options above. Offsets for additional 
bids have not been offered for Scotland .  .  .  .  .  . 

Health and personal social services 
a. Options: 

Increased charges: 
i. Prescription charges 25-35 25-35 25-35 25-35 
ii. Road accident levy on insurance companies .  .  .  . 40 40 40 
iii. Hospital meal charge of £1 a day .  .  .  .  .  . 25 25 25 -iv. Dental treatment  . . . . . . . . 22-30 22-60 22-60 22-60 
v. 100 per cent charge for lenses .  .  .  .  .  . 6 6 6 6 

Cuts in services: 
i. Health capital expenditure .  .  .  .  .  .  . 25-35 35-70 35-70 35-70 
ii. Restrict growth in health current expenditure (0-i per cent) . 40-60 71-110 103-162 83-162 
iii. Personal Social Services—capital 0-28 0-30 0-30 0-30 
iv. Personal Social Services-current — 0-10 0-18 0-9 

Total options .  .  .  . 18-194 224-386 256-446 236-437 

b. The minimum options are within the above ranges. 
Offsets to additional bids have not been identified. c. 

Social security 
a. Options: 

i. Upraling long-term benefits in line with the movement of prices' 5 49 167 327 
OR 

Uprating long-term benefits by more than the movement of 
1prices but less than the movement of earnings

ii. Up rating short-term benefit by 1 per cent less than the movement 
3 25 87 

of prices' 7 21 33 50 
iii. Uprating long-term child dependency benefits by the movement 

of prices' 1 3 6 
iv. Raising pension age for women' 12 36 
v. Deferment of the start of the new pension scheme . — — 28-42 66-109 
vi. Restricting unemployment benefit for occupational pensioners' 12 12 13 -vii. Deferment of the introduction of non-contributory invalidity 

pension for housewives 21 21 22 22 
viii. Means tested maternity and death grants' .  .  .  . — 25 25 25 

ix. Raising age limit for supplementary benefit to 18* . 25 25 25 
x. Removing entitlement forflat-rate unemployment benefit for 

thefirst six days or any period of temporary suspension 30 25 25 25 
xi. Abolishing Earnings Related Supplement" .  .  .  . — 190 160 160 
xii. Removing entitlement toflat-rate unemployment or sickness 

benefit for thefirst six days of the period of complete inter
mption of employment' .  .  .  .  .  .  . - 69 66 67 

Total options 61-63 414-438 498-592 664-865 

b.
c.
 Balance required to meet minimum options 
 Offsets to additional bids not offered 

234 
— 

122 — — 

'AU these items require legislation. 

169 



£ million at 1976 Survey prices 

Other Public Services 
a. Options: 

i. Department of National Savings .  .  .  .  .  . 

Total options  . . . . . . . . 

b. Balance required to meet minimum options . 
C. N o offsets to additional bids offered 

Common Services 
,i. Options; 

i. Office and accommodation services; 
(a) Reductions in capital expenditure-new works, furniture 

and equipment . . . . . . . 
(6) Savings on maintenance and running costs; and rents . 

ii. H M S O 
iii. Computers and telecommunications—cancellation and defer

ment of projects  . . . . . . . . 

Total options  . . . . . . . . 

b. Balance required to meet minimum options .  .  .  .  . 
c. N o offsets to additional bids  . . . . . . . . 

Northern Ireland 
Northern Ireland departments; 

Agriculture,fisheries, food and forestry .  .  .  .  .  . 
Trade, industry and employment .  .  .  .  .  .  . 
Roads and transport 

Other public services  . . . . . . . . . . 

United Kingdom departments: 
Agriculture,fisheries, food and forestry 

Balance required to meet minimum options .  .  .  .  .  . 
Offsets to additional bids identified but not offered .  .  .  .  . 

(Civil Service staff-related options are in Annex D on page 24) 

1977-78 

1 

-1 

2 

.— 
-

3 
4 
2 

1 
— 

10 

10 
-

-
8 
-
9 
-
6 
5 
9 
-
-
1 

38 
— 
11 

969
1,047 

1978-79 

1 
8 
I 

fi? 

— 
— 

9 
5 
5 

2 
1 

22 

20 
— 

1 
11 
3 
12 
2 
13 
12 
18 
1 
1 

I 

75 
-
13 

2,109
2,295 

1979-80 1980-81 

1 1 
— 8 
1 1 

2 10 
— — 
— — 

9 9 
5 5 
5 5 

2 2 
1 1 

22 20 

21 24 
— — 

1 1 
12 13 
4 * 4 
12 12 
2 2 
13 13 
12 11 
18 18 
1 1 
1 -
I I 

77 76 
— -
19 22 

2,271- 2,441
2,555 2,843 
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ANNEX D 

Civil Service Staff Related Additional Bids and Options 
£ million at 1976 Survey prices 

a. Options 

Central management of the Civil Service . 

b. Additional bids 
1. Dispersal of F C O staff to Merseyside . 
2. Dispersal of O D M staff to East Kilbride 
3. Staff increases for Employment Protection and T U 

Labour Relations Act .  .  .  .  .  . 
4. Dispersal of M S C staff to Sheffield .  .  .  . 

9. H o m e Office dispersal .  .  .  .  .  . 

13. Dispersal of O P C S staff to Southport . 

1976-77 

-
— -— 
-

-

0-2 
-

----— 
3-5 
— — 
— 
0-1 

-
3-8 

1977-78 

3 
4 
8 
-
15 

— 

-
2-9 
2*1 
-
0-2 
0-1 
2-3 
— 

-1-1 
2-5 
0-4 
0-1 
0-3 
0-3 
1-3 
0-4 
0-1 

11-9 

1978-79 

6 
7 
16 
1 

30 

—. 
— 
2-9 
7-4 
-
-
0 1 
4-2 
— 

-0-5 
9-2 
0-7 
0-4 
0-4 
0-5 
2-3 
0-6 
0-5 

28-7 

1979-80 

6 
7 
16 
1 

30 

— 
-
2-8 
7-7 
0*4 

-0*6 
0 1 
4 0 
— 
0 5 
12-6 
0 1 
O S 
0-2 
0-5 
3 1 
0-4 
0 9 

33-5 

1980-81 

6 
7 
16 
1 

30 

0-5 
0 5 

2-8 
2-7 
1-2 

-0-8 
0-1 
7-2 
1 5 
1-6 
8-2 
0 1 
0-2 
0-2 
0-5 
3-4 
0-2 
1 0 

31-1 



ANNEX E 

Local authority expenditure 

1. The base linefigures provide for total local authority expenditure 
as follows: 

£ million at 1976 Survey prices 

1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Current 
Capital: 

10,109 10,795* 10,610 10,560 10,492 10,541 10,557 

Housing . 3,033 2,609 2,117 1,947 1,946 1,947 1,947 
Other . 2,028 1,858 1,698 1,553 1,392 1,309 1,299 

15,170 15,262 14,425 14,060 13,830 13,797 13,803 

* Includes estimated overspending of £150 million in England and Wales and 
£55 million in Scodand. 

Control of local authority expenditure 
2. The Government can influence the level of local authority 
current spending but has no formal powers of control either over 
its total or over its allocation between services. Through its control 
of local authority borrowing the Government does have effective 
control over programmes of capital expenditure, but as a deliberate 
policy it does not exercise its power to restrict new housebuilding, 
which accounts for the bulk of housing capital expenditure. 

Recent developments 
3. During the past 12 months, the Consultative Council on Local 
Government Finance has met frequently and developed as a useful 
forum for consultation and improved understanding between central 
and local government. In particular, the local government members 
of the Council have expressed a strong wish to be involved as 
directly as possible in the annual public expenditure reviews, so 
that their views on local authority services and expenditure can be 
taken fully into account when Ministers take decisions. For the 
1976 Survey therefore the local government members have been 
assured that they will be consulted during the review; and prepara
tory work is being undertaken at official level between Departments 
and the local authority associations. 

4. The quarterly collection of figures of local authority staff 
numbers, which was begun last year, and the publicity involved in 
the announcement of these figures, continue to draw attention to 



the need for economy in staffing. Particular interest in the implica
tions of developing policies for the numbers of staff employed has 
been shown by the trade unions and by the T U C Local Govern
ment Committee on their behalf. A continuing series of meetings 
between Ministers and the Committee on this aspect of local 
government affairs can be expected to be held so long as the pressure 
is maintained for restraint in the labour intensive services which 
local authorities provide. 

5. Thus it was not until the matter had been discussed in the 
Consultative Council, and informally with the trade union leaders 
mainly concerned, that the Government announced its reaction to 
the figures of local authority current expenditure shown in the recent 
DOE/CIPFA returns. These suggested that local authorities in 
England and Wales had exceeded the provision in Cmnd. 6393 by 
some £150 million in 1975-76 and were planning to overspend 
by some £350-450 million in 1976-77. The returns may well have 
exaggerated the prospective overspending; but local authorities have 
been told, with the endorsement of the Council, that the excess is 
in any case unacceptable to the Government. They have been asked 
to revise their expenditure plans so as to eliminate the excess 
altogether, and to submit revised returns by mid-July. 

6. Parallel action is being taken in Scotland where the prospective 
overspending in 1976-77 amounts to some £40 million. The re
organisation of local government with effect from the beginning of 
1975-76 appears to have been followed by a substantial increase in 
expenditure by the new district councils on miscellaneous environ
mental services. The need to accommodate this increase is adding 
considerably to the Governments task in seeking to contain total 
expenditure within restricted totals. 

7. Meanwhile, the Layfield Committee on Local Government 
Finance has reported and its recommendations are being examined. 
The Committee have suggested that Ministers might have a much 
more limited role in determining policies in local services in future. 
On the control of local authority expenditure, however, the Com
mittee accepted without qualification that the Government need, 
for macro-economic reasons, to be able to control total spending, 
whatever the respective roles of central and local government in 
determining policies in individual services. In considering the 
Report therefore officials are examining possible ways in 
which the Government might secure more effective control over 
expenditure. 



Estimates of current expenditure 

8. The recent DOE/CIPFA returns suggested overspending in 
England and Wales in 1975-76 (compared with Cmnd. 6393) of some 
£150 million made up in very round terms of: 

£ million at 1976 Survey prices 
Education 75 
Personal social services 10 
Home Office services 25 
Local transport 20 
Environmental services 
Housing 20 
Employment 

150 

9. Thesefigures suggest that any overspending may have been 
spread fairly widely between services. It is doubtful whether any 
further significance should be attached to the precisefigures for 
individual services. More reliability can be attached to the estimate 
of total overspending but this also is of course liable to be further 
revised when fuller annual returns are received in the autumn. 
10. The Scottishfigures for 1975-76 (and indeed 1974-75) under
state the probable outturn because of the problem of collecting data 
during the period of local government re-organisation, the main 
deficiencies occurring in Other environmental services. The 
addition of £55 million which has to be made is therefore a more 
tentative estimate than for England and Wales. It assumes that 
Scottish authorities have spent around £10 million more in 1975-76 
than was expected at the time of the rate support grant negotiations 
for 1976-77. 
11. For 1976-77, it is reasonable to expect that authorities will 
respond with some substantive action towards eliminating the pros
pective overspending. But complete elimination would require a 
lower level of expenditure (and hence fewer staff) than in 1975-76. 
The Chief Secretary has pointed out in his reports to Cabinet on 
claims on the contingency reserve that there might be overspending 
of the order of £100 million. It is the general view of the Depart
ments concerned that it would be imprudent to assume that over
spending in England and Wales will, in the event, be less than this: 
it could well be £200 million. Similarly, in Scotland it would be 
prudent to assume overspending of the order of £20 million. 
12. The Government has already announced publicly that local 
authorities' total current expenditure in England and Wales in 
1977-78 must be confined within thefigures shown in Cmnd. 6393 
(and paragraph 1 above). These figures will not be increased in the 
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rate support grant negotiations this autumn: indeed, in determining 
the amount of grant in 1977-78, the Government will assume that 
their expenditure in 1976-77 has been kept down to the approved 
level and that any money which they could have used to finance 
additional expenditure will be available for use in 1977-78. Local 
authorities will thus be under strong pressure from the Government 
and from their own ratepayers to keep down their spending. The 
Cabinet have agreed that comparable action in all respects should 
be taken in Scotland. 

13. On the other hand, in view of the difficulties which some local 
authorities will face, particularly in reducing staff numbers, the 
Departments concerned have no great confidence that, in the absence 
of further measures, they will retrench sufficiently in 1977-78 to 
recover any ground lost in 1976-77. Perhaps the best that can 
reasonably be hoped for is that there would be no increase on 
whatever level is reached in 1976-77. If an actual reduction is to 
be achieved between 1976-77 and 1977-78, the alternative courses 
would be: 

(a) To impose an even tougher rate support grant settlement. 
But it is possible that it would take a really large reduc
tion in grant, and therefore a large increase in local rates, 
to force authorities to cut back. 

(b) To give specific, and more restrictive, guidance to authorities 
on the policies to be followed in individual services. 
(The options are outlined in the programme chapters 
in Part 2 of this Report.) But the local government side 
of the Consultative Council have repeatedly warned that, 
to be effective, such guidance must be given before the 
Summer Recess. 

Either course would of course have to face the opposition of the 
trade unions and the T U C Local Government Committee in defence 
of their interests; and the resentment at large rate increases caused 
by reduced grant would not necessarily be directed solely at local 
authorities. 

14. It is not possible to comment in detail on the prospects for 
1978-79 and later years. Developments over the next 12 months will 
demonstrate what can (or cannot) be achieved with the means of 
influence at present at the Governments disposal. Restriction of 
the amount of rate support grant is clearly a limited weapon. One 
implication of what has already been announced for 1977-78 is a 
reduction of several per cent in the present rate of grant; and action 
under (a) above would mean an even larger reduction. Continuing 
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action of this sort, relying on the unpopularity of large rate increases 
to contain expenditure, could prove impracticable. Substantial off
setting savings in local authority capital expenditure would have 
to be considered as an alternative, although the limitations on such 
action are illustrated by the figures in paragraph 1 above. In any 
case, whatever can be achieved in the short to medium term in 
conditions of general stringency, there are clearly strong grounds 
for improving the present arrangements for central control and 
influence over total local authority spending, and this is being 
pursued in the context of the Layfield Committee's Report. 



ANNEX F 

Public expenditure in cost terms 

In the three years between 1972-73 and 1975-76 public expenditure 
increased from 50 per cent of G D P at factor cost to about 59 per cent. 
Much of this increase was due to the fact that public expenditure 
increased by 17 per cent in volume over this period while the 
increase in output was not more than 2 per cent. But a significant 
proportion, about one-third, reflected the fact that prices in public 
expenditure increased by 6 per cent more than domestic prices in 
general represented by the G D P deflator̂  

2. If current prices can be taken to represent the relative costs of 
different items of expenditure, it is clear that the volume measurement 
of public expenditure, at unchanging prices, did not represent 
adequately over this period the increase in the real cost of expendi
ture. A separate series offigures is therefore prepared " at constant 
prices in cost terms, including the relative price effect These take 
account of price movements relative to the G D P deflator and thus 
bear the same relation to G D P at constant prices as does public 
expenditure at current prices to G D P at current prices. Table C 
on page 32 shows public expenditure in these terms in programme 
detail. The total " relative price effect " is shown on a cumulative and 
year-to-year basis at the foot of the table in £ million at 1975-76 
prices, together with the year-to-year relative price changes which 
cause it. 

3. The outstanding feature of the lastfive years is the sharp increase 
in the relative price of public expenditure in 1973-74 and 1974-75 
and the fall back in 1975-76. The rise was due to a number of special 
factors, including the increase in import prices, especially oil, which 
also, of course, affected prices paid by the private sector, though not 
(directly) the G D P deflator which reflects home costs only; the 
increase in land prices and construction costs; and some large public 
service pay increases as the statutory wage restraints were relaxed. 

4. Chart A on page 33 shows the main components of the rela
tive price increase of public expenditure, in terms of economic 
categories—capital and current expenditure, pay, procurement and 
so on. A major element in the increase was the explosion in land 
prices and construction costs from 1972. Land prices were affected 

* It does not follow that the public sector paid more than the private sector for 
similar goods and services. In general the public sector buys a larger proportion 
of the things that tend to increase most in price. Also, during this period almost 
all unsubsidised prices rose faster than the GDP deflator, which is not directly 
affected by import prices. 



immediately, with relative increase in 1972-73 of over 30 per cent 
over 1971-72. Construction contract prices also began to rise 
sharply, but actual expenditure in 1972-73 was little affected. As 
contracts got under way expenditure more and more reflected the 
cost increase, first in dwellings and a little later in other construc
tion work. In 1973-74 procurement costs began to be affected by 
the world increase in commodity costs and in 1974-75 they were 
affected by this general increase and even more by the increase in 
oil prices. Pay increases in the public services, following the relaxa
tion of the statutory incomes policy, also contributed substantially 
to the increase in relative costs in 1974-75. 

5. This was also however the first year to show the effect of the 
collapse of the construction and land prices bubble, with a sharp 
fall in the average price paid for land. The fall in tender costs was 
apparent in a relative fall in prices paid for public sector housing 
work in 1975-76, and a check to the relative increase in other 
construction costs. Thus the price movement of the various elements 
in public expenditure between 1974-75 and 1975-76 was very uneven. 
This unevenness is also reflected in the change between 1975 and 
1976 Survey prices, and hence contributes to the difference between 
the programme pattern of expenditure as shown at 1975 Survey 
prices in Cmnd. 6393 and as revalued to 1976 Survey prices in this 
Report. 

6. Chart B shows an analysis of the overall relative price movement 
of public expenditure between the main programmes. The diver
gence between programmes is smaller than the divergence between 
economic categories, simply because most programmes are made 
up of a mix of economic categories. But the influence of constxuc
tion costs on housing and to a lesser extent on other environmental 
services, and of the 1974 pay increases on education and health, is 
clear. 

7. The charts also show the basis of the provision for the relative 
price effect in the years to 1980-81. The projection of relative price 
movements is extremely hazardous. At this stage there seems no 
reason to expect exceptional price movements like those of recent 
years. Only limited and formalised allowances have been made for 
relative price changes. The general trend of wage and salary costs 
is upwards relative to the G D P deflator, because of the way in which 
they are conventionally measured. The projections take account 
of this trend, and also of the T U C policy on pay settlements. A 
relative fall in construction costs over the next few years is forecast, 
based partly on information on the prices in contracts already signed, 
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and partly on the assumption that they will move back towards the 
relation to other prices which they have borne in the past. 
Procurement prices have been estimated directly for 1976-77 and 
thereafter are assumed to show the same sort of trend relative to the 
G D P deflator as in the past. The net effect is a small relative price 
increase from 1976-77, of less than \ per cent a year on average. 

TABLE C 
Public expenditure by programme in cost t e r m s : 1971-72 to 1980 -81 

£ million 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

As 1975-76 prices including 
the relative price effect 

I. Defence . 4,988 4,977 5,126 5,181 5,293 5,553 5,595 5,627 5,718 5,777 
2. Overseas aid and other 

overseas services . 687 812 900 889 757 956 1,222 1,317 1,410 1,483 
3. Agriculture, fisheries, 

food and forestry . 784 675 825 1,583 1,475 1,037 804 605 579 579 
4. Trade, industry and 

employment. 2,190 2,421 3,134 3,353 2,784 2,665 2,465 2,405 2,380 2,297 
5. Nationalised rndus

tries' capital ex
penditure 2,963 2,886 2,644 3,319 3,595 3,490 3,084 3,213 3,355 3,355 

6. Roads and transport 1,861 2,025 2,228 2,569 2,660 2,583 2,358 2,149 2,151 2,147 
7. Housing . 2,151 2,474 3,847 5,393 4,535 4,390 4,211 4,159 4,234 4,228 
8. Other environmental 

services 1,749 1,908 2,271 2,316 2,495 2,343 2,314 2,230 2,242 2,271 
9. Law, order and pro

tective services 1,277 1,333 1,441 1,550 1,658 1,720 1,741 1,737 1,765 1,796 
10. Education and libra

ries, science and arts 5,740 6,209 6,581 7,155 7,144 7,267 7,137 7,087 7,151 7,295 
11. Health and personal 

social services 4,618 4,909 5,222 5,866 6,266 6,395 6,490 6,634 6,818 6,928 
12. Social security . 7,740 8,096 8,305 8,824 9,545 10,326 10,400 10,332 10,341 10,322 
13. Other public services 667 843 686 727 832 827 837 834 850 865 
14. C o m m o n services 627 647 635 656 768 786 772 796 829 860 
15. Northern Ireland 1,039 1,104 1,177 1,404 1,516 1,583 1,541 1,480 1,491 1,503 

Total programmes. 39,081 41,319 45,022 50,785 51,323 51,921 50,971 50,605 51,314 51,706 
Debt interest . 4,103 4,083 4,797 4,907 4,845 5,850 6,750 7,300 7,400 7,400 
Contingency reserve - 375 750 1,050 1,325 1,600 
Shortfall . - — — -— — — - — — -

Total in cost terms 43,184 
Less relative price effect -3,000 
Total in volume terms 

45,402 
-2,650 

49,819 
-1,200 

55,692 
600 

56,168 58,146 
400 

58,471 
300 

58,955 
450 

60,039 
800 

60,706 
1,250 

at 1975-76 prices 
(rounded) 46,200 48,050 51,000 55,100 56,150 57,750 58,150 58,500 59,250 59,450 

Change in relative 
price effect over 
previous year 

Relative price change 
over previous year (%) 

+350 

+ 1-2 

+ 1.450 

-f-3-3 

-1-1,800 

-1-3-5 

-600 

- 1  1 

+400 

-1-0-7 

-100 

-0-2 

+ 150 

+0-3 

+350 

+0-6 

-i-450 

-f0'7 
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PART TWO 

DETAILED ANALYSIS OF PROGRAMMES 

T A B L E 1 

Defence Budget .  .  .  . 
National Accounts adjustments 

Grand Total 

Changes from Cmnd. 6393 revalued: 
Defence B u d g e t . . . . 
Cmnd. 6393 revalued . 
National Accounts adjustment 
Cmnd. 6393 revalued . 

Defence Badger 
Implications of Survey figures 

1. Defence 

1971-72 1972-73 1973-74 1974-75 1975-76 

5,713'1 5,560-0 5,504-6 5,305-4 5,491-7 
-47-5 - 56-2 -44-6 -40-4 -4-6 

5,665-6 5,503*8 5,460-0 5,265-0 5,487-1 

- 1 1 8 1 
5,609-8 
-i-14-6 
-19-2 

£ million at 1976 Survey prices 

1976-77 1977-78 1978-79 1979-80 1980-81 

5,632-5 5,647-2 5,633-4 5,636-0 5,636 0 
-11-7 -3-1 -6-5 16-3 -6-f 

5,620-8 5,644-1 5,626-9 5,652-3 5,629-9 

5,632-5 5,647-2 5,633-4 5,636 0 
-0-3 -0-3 -0-3 -0-3 

-11-4 -2-8 -6-2 16-6 

1. The baseline figures assume that defence 
spending would continue at the level agreed for the 
years up to 1979-80 following the Defence Review 
and the further reductions in the support structure 
announced in Cmnd. 6393. 

2. The figures for the years up to 1979-80 embody 
the savings which the Defence Secretary has under
taken to make and are agreed. The Ministry of 
Defence do not accept the figure for 1980-81, 
which they consider should be higher by up to some 
£190 million. 

Additional bid 
3. The Defence Review figure for 1980-81 is 
£5,871 million, or £235 million above the baseline in 
the table above. The Ministry of Defence point out 
that our Allies are aware that expenditure at this 
level is planned, and that they know the level of 
capability which it represents. Consequently their 
view is that any significant reduction in 1980-81 
which cannot be represented as consistent with the 
level of capability which we have justified to our 
Allies following the Defence Review and the 
reductions announced in Cmnd, 6393 will be seen by 
N A T O as yet another cut in the resources which the 
Government is prepared to devote to defence. As 

with the policy options discussed below, a decision to 
reduce the 1980-81 Defence Budget to the figure 
already approved for 1979-80 (i.e. to the baseline 
level), on top of the Defence Review and the 
Cmnd. 6393 reductions which have already caused 
our Allies serious misgivings, would have the most 
serious and far-reaching implications for the 
Alliance. 

4. Assuming that receipts from the Federal 
Republic as offset to the costs of United Kingdom 
forces in Germany were to continue at the rate 
assumed for 1977-78 to 1979-80 (£50 million a year) 
the figure of £5,871 million for 1980-81 could, taking 
also into account increased receipts from Hong 
Kong, be reduced to £5,811 million, or £175 million 
above the Survey baseline of £5,636 million. If the 
Government were ready to accept the political 
consequences of a withdrawal from Cyprus by 
1979-80, the figure would be brought down by a 
further £36 million to £5,775 million or £139 million 
above the Survey baseline. 

5. On the other hand, in addition to the cost of 
the present defence programme allowance has also to 
be made in 1980-81 for the costs of dispersal to 
Cardiff and Glasgow. The Ministry of Defence 
consider that the Defence Budget figure will have 
to be increased to take account of these costs, which 
could add a further £15 million in 1980-81 and will 
need to be separately identified in subsequent years. 
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6. Taking all these factors into account, the 
Ministry of Defence additional bid aboTe the base
line figure is for either £154 million or £190 million 
for 1980-81 depending on the decision about with
drawal from Cyprus. 
7. The Treasury consider that it should be possible 
to meet our present NATO commitments in 1980-81 
without increasing defence expenditure above the 
broadly stable level of preceding years. They believe 
that, taking account of the continuing savings which 
should arisefrom the reductions of nearly £200 mil
lion a year made since the Defence Review in the 
years 1976-77 to 1979-80, together with such other 
miscellaneous measures as may be necessary, the 
Defence Budgetfigure for 1980-81 could be held at 
the baseline level of £5,636 million without signifi
cant adverse effect on the Alliance. 
8. The Treasury do not accept the Ministry of 
Defence view that the cost of dispersal should be 
additional to the Cmnd. 6393figures for the Defence 
Budget. Dispersal has beenfirm Government policy 
since 1974 and its net cost should be met without an 
additional claim. 

Policy options 
9. Application of the percentage reductions laid 
down in the Survey ground rules to the defence 
figures in Table I above gives the following savings, 1974, would have to be undertaken. the implications of which are explained below: 

£ million 

1977-78 1978-79 1979-80 1980-81 

141 282 282 282 

The baselinefigure for 1980-8! is already below the 
previously planned (i.e. Defence Review) Defence 
Budget for that year. The total reduction implied by 
the options is therefore nearly £1,200 million for the 
four years in question. Such reductions would be 
additional to the Defence Review savings already 
made for these years and to the further cuts reflected 
in Cmnd. 6393. 
10, The Ministry of. Defence, point out that tha 
reductions achieved in the Defence Review and the 
further cuts reflected in Cmnd. 6393 already total 
some £2,900 million for the three years 1977-78 to 
1979-80, or about 15 per cent of the pre-Defence 
Review planned expenditure. Cuts of this size are 

still being explained to NATO only with great 
difficulty. On the basis that the Defence Review 
identified the critical level of military capability 
necessary to support our essential NATO commit
ments and that the Cmnd. 6393 cuts, found largely 
from the support area, were an extension of the 
Defence Review and compatible with that critical 
level, we have been able to present the cuts as a 
coherent whole and in the least damaging light 
possible. Nevertheless tml Allies, and particoiaiVy 
the Americans and the Germans, expressed serious 
misgivings on both occasions. The Alliance has not 
yet completed its consideration of the Cmnd. 6393 
reductions. 
11 - But the Defence Review has now been exhausted 
as a source of savings. Finding £1,200 million as 
in paragraph 9 above would leave no choice but to 
seek the major part of the saving from the frontline 
forces which we contribute to NATO in one or both 
of the Central European and Eastern Atlantic areas. 
A reduction of that order in our commitments would 
clearly be wholly inconsistent with the critical level 
of capability. It would entail a fundamental change 
in the Governments current foreign and defence 
policy; and, because of the reappraisal of our 
commitments and the restructuring of the forces 
that would be required, a further Defence Review, 
comparable in thoroughness to that carried out in 

12. Such an exercise could hardly be kept secret; 
indeed there would be strong arguments for keeping 
NATO fully informed in ofder to limit the ensuing 
damage. But undertaking an exercise that even 
appeared to imply a third round of major reductions 
after the Defence Review and the 1975 public 
expenditure exercise would have an incalculable 
impact on our political credibility generally; and on 
the view of our seriousness as an ally which would 
be taken by NATO in general, and by the United 
States of America and the Federal Republic of 
Germany in particular. The cohesion of the Alliance 
itself could be put atrisk and the morale of the 
Armed Forces would be seriously affected. 
13. The domestic political and industrial implica
tie-as would be considei-abte. There -wovrirl be % 
further loss of employment. This would be over and 
above the cuts of 78,000 servicemen and civilians, 
and the 60,000 direct and 80,000 indirect job 
opportunities lost in industry, as a result of the 
Defence Review and the 1975 Survey. And the 



losses of industrial employment would fall heavily on 
the newly nationalised shipbuilding and aerospace 
industries. Apart from these more general considera
tions, action on these lines would make it much less 
likely that the Germans would be prepared to enter 
into a new offset agreement from which, under 
the 1975 public expenditure review, receipts of 
£50 million a year have been assumed. Thus in the 
Ministry of Defence view there are no feasible 
options for further savings in the Defence Budget 
of 2\ per cent in 1977-78 and 5 per cent thereafter. 
14. The Treasury point out that the agreed 
objective on German offset is to secure £100 million 
a year up to 1980-81. Receipts in excess of the 
£50 million level assumed in the Survey calculations 
would enable part of the illustrative savings to be 
met. They consider that it should, moreover, be 
possible to achieve part of the policy option cuts by 
some further squeeze on support costs (e.g. expendi

ture on quarters and non-military stores) and other 
minor measures which would not have a serious 
effect on our defence posture. They agree that if 
the Survey options were to be implemented in full 
this would involve some reduction in the capability 
of our front line forces. Nevertheless if the overall 
expenditure situation were sufficiently difficult. 
Ministers would need to consider whether to accept 
the adverse operational consequences and the 
implications for the Alliance of further reductions in 
the Defence Budget. 

National accounts adjustments 
15. Thefigures for the National accounts adjust
ments sub-programme incorporate a classification 
change affecting capital expenditure by the Royal 
Ordnance Factories. Expenditure on stocks financed 
by pre-payments from overseas customers is now 
excluded from the figures from 1976-77 onwards. 
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2. Overseas Aid and other Overseas Services 
T A B L E 2 £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Overseas aid: 
Aid programme 452-7 476-4 432-2 429-3 486-8 515-8 544-0 578-9 600-7 600-7 
Other net investment by the 
Commonwealth Development 
Corporation (CDC) 5-0 5-2 13-4 4 0 8-2 2-9 -0*6 2-5 4-4 4 -4 

Total .  .  .  . 457-7 481-6 445-7 433-3 495-0 518-7 543-4 581-4 605-1 605-1 

Overseas aid administration 8-7 9-0 9-0 8-6 10 5 10-8 11-8 11-9 12-2 12-2 
Overseas representation . 148-8 150-4 1451 141-7 146 6 150-6 153-4 151-8 151-5 151-8 
Overseas information 64-9 64-5 63 3 62-7 64 6 67-7 65-4 62-8 62-6 62-6 
Other external relations . 71-2 76-1 77-8 81-3 88-2 87-6 84-8 86-6 89-4 89-3 
Military aid .  .  .  .  . 1 4 0 10-6 10 9 3-6 1-5 1-5 1-5 0 7 0-7 0-7 

Total .  .  .  . 307-6 310-6 306-1 297-9 311-4 318-2 316-9 313-8 316-4 316-6 

Contributions to the European Com
munities, etc. (net) 63-9 191-3 -9-4 7*9 170-0 415-0 480-0 550-0 620 0 

Sterling area guarantees . 72-1 35-8 98-6 — — — — — — 
Special assistance to the Crown 
Agents 115-0 — 

Grand Total 765-3 928-2 978-9 935-4 814-3 1,006-9 1,275-3 1,375-2 1,471-5 1,541 7 

Changes from Cmnd. 6393 revalued -58-2 -38-8 +149-5 + 163-4 +193-5 
Cmnd. 6393 revalued 872-5 1,045-7 1,125-8 1,211-8 1,278-0 

Overseas aid the demands on the programme seem likely to 
Implications of Survey figures increase because of a number of factors—among 
1. The Survey figures imply a growth in the aid them pressures from developing countries in the 
programme in real terms by 16-5 per cent over the wake of the fourth United Nations Conference on 
period 1976-77 to 1980-81. In 1974 the Govern- Trade and Development (UNCTAD IV); the possi
ment accepted in principle the United Nations' bility of substantial debt relief; the growing demands 
target of 0-7 per cent of GNP for official develop- of the EEC aid programme (now some 10 per cent 
ment assistance. Although no undertakings have of aid programme allocations); and the need to 
been given about the date of reaching this target keep an adequate contingency provision against a 
and it has been made clear that progress must be settlement in Rhodesia. 
subject both to the pace of the United Kingdom's 
economic recovery and to the other calls on our Policy options resources, the Government have said that in the 2. The effect of reductions of 2\ per cent in years ahead they will seek to move towards it. The 1977-78 and 5 per cent in 1978-79 to 1980-81 United Kingdom's performance rose from 0-35 per would be as follows: cent in 1973 to 0-38 per cent in 1974 but remained 

£ million static in 1975. Although accurate forecasts are not 
possible, the figures shown in Table 2 above are 1977-78 1978-79 1979-80 1980-81 
likely to result in no more than a very slight 
improvement in our performance. At the same time Aid programme (Net) 13-6 ""28 - 9 30-0 3 0 0 



Reductions of this order would not involve cutting 
back on existing commitments. However, the 
Ministry of Overseas Development consider that 
reductions would make it difficult to maintain an 
unallocated margin adequate for the type of con
tingencies referred to in paragraph 1 and at the 
same time to press ahead with implementing the 
agreed aid strategy of concentrating aid on the 
poorest countries. Any reductions would therefore 
entail reducing planning allocations to individual 
countries and international institutions, but the 
distribution of any cuts would necessarily be deter
mined by the situation (including degree of commit
ment) existing at the time the decision to cut was 
made, and cannot be predicted in detail at this stage. 

3. At the same time the Ministry consider it most 
important to have adequate room for manoeuvre 
in dealing with the outcome of the Conference on 
International Economic Co-operation and UNCTAD 
IV, which may well result in sharply increased 
international pressure on the donor countries to 
move towards the 0-7 per cent target. The 1\ per 
cent and 5 per cent reductions would mean that the 
United Kingdom's performance against the target 
would almost certainly decline, which would be 
contrary to Ministerial statements of intention and 
would provide grounds for criticism domestically 
and internationally. 

Overseas aid administration 
Additional bid 
4. The Ministry of Overseas Development require 
an additional £0-5 million in 1980-81 to meet 
additional expenditure for dispersal to East 
Kilbride. 

Review of overseas representation 
5. The four sub-programmes dealt with in para
graphs 6 to 22 below, either in whole or, in the 
case of Other external relations, in part, are the 
responsibility of the Foreign and Commonwealth 
Office (FCO). The policies underlying this expendi
ture are currently the subject of the Review of 
Overseas Representation announced in the House of 
Commons on 14 January 1976. In common with 
other Departments for which manpower costs form 
a major component of expenditure, the FCO is not 
presenting illustrative cuts for certain manpower-
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intensive elements of their activities, viz. those staff
related sections of the Overseas representation and 
overseas information sub-programmes which fall to 
be considered in the context of the Lord Privy SeaTs 
review of civii service staff costs. With these 
exceptions, illustrative cuts of 2\ per cent in 
1977-78 and 5 per cent in later years are shown 
on a strictly pro rata basis in each of the remaining 
sub-programmes or element thereof. The way in 
which any options for 1978-79 and later years might 
actually be implemented and any reduction in man
power costs achieved will need to be considered in 
the light of the Review of Overseas Representation. 

Overseas representation 
Implications of Survey figures 
6. This expenditure includes the cost of the FCO 
in London, representation abroad and official delega
tions to international organisations and conferences. 
It also includes the cost of Passport Offices, the 
communications organisation supporting the Diplo
matic Service and expenditure by the Property Ser
vices Agency (PSA) on the Diplomatic Estate. 
Expenditure on overseas representation declines 
slightly over the period to 1979-80, mainly as a 
result of more effective concentration of resources 
and cuts in staff and staff-related costs. In 1980-81 
however, provision is made for expenditure arising 
from the United Kingdom's Presidency of the EEC 
in 1981. Existing policies can be maintained though 
with some reduction in services during this period. 

Additional bid 
7. £0-5 million is sought in the year 1980-81 to 
meet additional expenditure arising from the com
mitment to disperse 500 FCO jobs to Merseyside 
by 1981-82. 

Policy options 
8. On a pro rata basis, cuts in planned expenditure 
of 2\ per cent in 1977-78 and 5 per cent in the 
following years on that part of this programme 
which does not fall to be considered in the context 
of the Lord Privy Seal's review of civil service staff 
costs would be: 

£ million 

1977-78 1978-79 1979S0 1980-81 

Diplomatic estate . 0-9 1-7 1-7 1-7 

7 



9. Such cuts would lead to a slow-down in the 
10-year purchasing and building programme for the 
Diplomatic Estate announced in 1971. Maintenance 
of the existing estate would suffer. 

Overseas information 
Implications of Survey figures 
10. This programme covers expenditure by the 
British Council (other than overseas aid); the BBCs 
External Services; FCO information staff at home 
and abroad; and supporting services of the Central 
Office of Information (COI) and the Stationery Office. 
Expenditure on the programme as a whole will 
decline slightly then level off over the period covered, 
reflecting the cuts included in Cmnd. 6393. 

Additional bid 
£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

1-3 0-9 0-9 0-9 0-9 

11. From 1976-77 onwards £0-9 million a year is 
sought to cover an extra contribution to the BBC 
external services pension fund and £0'4 million in 
1976-77 to provide a loan for working capital for 
the British Council's educational services to foreign 
countries. (This was agreed in principle last year, 
but the money has not yet been drawn.) 

Policy options 
12. Cuts in planned expenditure of 2\ per cent 
in 1977-78 and 5 per cent in the following years, 
applied on a pro rota basis to each element within 
this sub-programme other than Diplomatic Service 
staff (see paragraph 5), would be as follows: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

F C  O Operational expenditure 
B B  C External Services 

0-1 
0-7 

0-1 
1-3 

0-1 
1-3 

0-1 
1-3 

British Council (FC O share) . 
C O I / H M S  O 

0-4 
0-2 

0-9 
0-5 

0-9 
0-5 

0-9 
0-5 

Total 1-4 2-8 2-8 2-8 

13. Cuts of this order could not be made by general 
pruning but would involve the reduction or cessa
tion of activities in a number offields, as follows: 
(a) In external broadcasting there would be a 

reduction in the effective operation of both 

BBC and FCO relay stations carrying the 
external services. The overdue renewal of 
transmitting equipment essential to the 
effectiveness of those services would have to 
be further postponed. In addition a number 
of foreign language services would have to be 
terminated or reduced and it would not be 
possible to expand such services to areas of 
increasing importance to British interests. 

(b) Similar reductions to the British Council 
grant-in-aid would necessitate withdrawal from 
some countries and major reductions in others, 
as well as general diminution in supplies and 
headquarters services. Increased representa
tton in East Europe or elsewhere would be 
postponed indefinitely. 

(c) Comparable reductions would be required 
across a wide range of activities undertaken 
by the Official Information Services including 
a reduction in the material produced by the 
COI and the Stationery Office in support of the 
information activity of Diplomatic Service posts 
abroad. There would be significant reductions 
in the sponsored visits programme. 

Other external relations 
Implications of Survey figures 
14. The main items of expenditure are the United 
Kingdom's assessed contributions to international 
organisations such as the United Nations and 
NATO; other payments to meet Her Majesty's 
Governmenfs other international commitments; pro
vision for the United Nations Force in Cyprus; and 
grant-in-aid to the Commonwealth War Graves 
Commission. The gradual rise in planned expendi
ture over the period allows for increases in the level 
of activity of some of the international organisations. 

Additional bids 
15. 

£ million 

1977-78 1978-79 1979-80 1980-81 

3 9 3-9 3-9 3-9 

In 1977-78 and subsequent years £3-3 million 
is sought for a contribution to the support of the 
United Nations Emergency Force in the Middle East 
which is likely to continue-to operate in the fore
seeable future. A further £0-6 million a year is 



sought to maintain Her Majesty's Governments 
subscription to the Food and Agriculture Organisa
tion of the United Nations at the level which has 
been agreed for 1976-77. 

Policy options 
16. Cuts of 2\ per cent in 1977-78 and 5 per cent 
in each of the following years would amount to: 

£ million 

1977-78 1978-79 1979-80 1980-81 

Commonwealth War 
Graves Commission 0-1 0-2 0-2 0-2 

Other . . . 0-6 1 2 1 3 1-3 

17. The Commonwealth War Graves Commission 
has already undertaken to reduce its staff by 50 in 
1977-78, following earlier reorganisation which pro
duced reductions of 250. The savings listed above 
could only be achieved by further staff reductions 
of about 35 in 1977-78 and another 35 in 1978-79, 
which would drastically affect the Commission̂  
power to carry out its duties. 

18. Since international obligations rule out uni
lateral reductions in United Kingdom subscriptions 
to international organisations, the other savings 
listed above would, in addition to cuts in many 
small items, require the following measures: ending 
the grant to the Commonwealth Institute; with
drawing from Council of Europe partial agreements 
in the social and healthfields; restricting severely 
the use for foreign visits of VIP facilities at airports; 
and cutting back or eliminating the repatriation of 
distressed British subjects. 

Military aid 
Implications of Survey figures 
19. This programme consists mainly of courses in 
the United Kingdom for overseas service personnel 
and to a lesser extent the loan of British service per
sonnel to a few developing countries for training 
purposes. Programmed expenditure is level through
out the review period. 

Kingdom contribution to the cost of establishing 
and training a Belize Defence Force: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

0-3 1 0 0-5 0 3 0-5 

Policy options 
21. Cuts of 2$ per cent in 1977-78 and 5 per cent 
in the following years would amount to: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-1 0*1 0-1 0*1 

22. Cuts of this order would imply a one-third 
reduction in the loan of British service personnel to 
overseas Governments. 

Contribntion to the European Communities, etc. 
(net) 

23. This comprises United Kingdom contributions 
to the European Communities' budget (excluding 
amounts attributed to aid and other programmes); 
capital contributions to the European Investment 
Bank (following agreement, in July 1975, to 
increase its capital); and receipts by the United 
Kingdom from the Communities" budget. Conver
sions from units of account into sterling have been 
made at the present budget unit of account rate of 
2-4 units of account to the £. 
24. In accordance with the ground rules approved 
by Ministers the latest forecasts of this expenditure 
have been included. They have been built up by 
applying the forecast United Kingdom percentage 
share of the Communities' budget in each year to 
estimates of the cost of carrying out existing Com
munity policies. These estimates take account of 
modifications which are expected to occur in those 
policies. The United Kingdom's share of the budget 
isfixed at 19-24 per cent in 1977 and will increase 
progressively in the following two years as the 
United Kingdom moves to the full own resources 
system in 1980. 

Additional bid 25. The forecasts are substantially higher than 
20. The following provision totalling £2-6 million those in Cmnd. 6393. This is due to a revised fore
over the Survey period is sought as the United cast of the United Kingdom's relative share of the 
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budget in 1980 resulting from revised assessments 
of customs duties and agricultural levies, an 
increase in the estimated cost of the Common 
Agricultural Policy, and a reduction in forecast 
United Kingdom receipts due to monetary com
pensatory amounts (MCAs) being paid to the 
exporter rather than the United Kingdom importer. 
These increases are partially offset by a reduction in 
expenditure of £71 million on Programme 3 as a 
result of the changed arrangements for paying 
MCAs; in balance of payment terms the change will 
be neutral. 

Additional bids 
26. The first Supplementary Budget of the Euro
pean Communities for 1976 will provide assistance 
to Italy for reconstruction following the earthquake 
in May. Tn addition a possible change in the unit 

Contributions 
Administration, miscellaneous, payment of " Own 

Resources " collection costs, etc.  . . . . 
Hydrocarbons 
Euratom, etc 
Social Fund 
Regional Development Fund 
European agricultural guidance and guarantee fund 

(EAGGF)—Guarantee 
—Guidance 

Less United Kingdom's share of the Communities' 
miscellaneous receipts  . . . . . . 

Total 0?ESC basis) 
Aid 
Complementary programmes 

GROSS UNITED KINGDOM CONTRIBUTION 

Receipts 
Social Fund 
Regional Development Fund 
EAGGF—Guarantee 

-Guidance  . . . . . . . 
Miscellaneous receipts, refund of "Own Resources" 

collection costs, etc.  . . . . . . 
Total (PESC basis) 

EAGGF-Individual guidance 
Research and investment 

TOTAL UNITED K I N G D O M RECEIPTS 

Net United Kingdom contribution to the Community 
Budget 

P E S C basis 
Contributions
Receipts
E1B 

. 
. 
. 

. 
. 

. 
. 

. 
. 

. 
. 

. 
. 

. 
. 

. 

. 

E C S C receipts 
NET UNITED KINGDOM CONTRIBUTION (PESC BASIS) 

of account from 1 January 1978 may lead to an 
increase in our contribution to the Community 
Budget: 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

1976 Supplement ry 
Budget . 0 - 7 1-4 1 3 - -

Change in unit of 
account . . - 56 0 119-0 -15 0 -88 0 

0-7 57-4 120-3 -15-0 -88-0 

27. The following table gives a breakdown of the 
forecast contribution to, and receipts from, the 
Community Budget; it shows the individual areas 
of Community expenditure from which the figures 
in Table 2 are built up and the cost to the United 
Kingdom of the main Community policies: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

7 9 0 94-4 111-2 133-3 156-9 
1-9 2 1 2-4 2-6 2-9 
6-6 10-3 10-8 9-8 10-4 

22-3 31 0 42-0 61-4 81-3 
15-4 24-5 32-4 36-5 40-2 

400-3 500-8 555-6 623-3 680-0 
14-4 24-6 33-6 33-9 31-6 

-6-4 - 6 6 -7-7 -8-6 -9-3 

533-5 6811 780 3 892-2 994-0 
18-1 2 0 0 23-2 26-4 29-0 
0-3 0-3 0-3 0-3 0-3 

551-9 701-4 803-8 918-9 1,023-3 

40-9 38-1 42-2 53-9 63-5 
29-2 42-0 49-3 48-6 47-6 

222-7 102-3 122-7 122-7 122-7 
16-3 13 6 13-5 12-8 11-7 

56-4 71-6 74-8 107-2 127-6 

365-5 267-6 302-5 345-2 373-1 
5 8 9-9 9-6 7 1 4-5 
1-5 1-5 1-5 1-4 1-4 

372-8 279-0 313-6 353'7 379 0 

179-1 422-4 490-2 565-2 644-3 

533-5 6811 780-3 892-2 994 0 
-365-5 -267-6 -302-5 -345-2 -373-1 

4-9 4-4 4-1 3-9 — 
-2-9 -2*9 "U? -0-9 -0-9 

1700 4150 480-0 550-0 620-0 



- - - - -

3. Agriculture, Fisheries, Food and ForestryO 
T A B L E 3 £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Market regulation and production 
support; 

Market regulation under Com
mon Agricultural Policy (CAP) 

of the E E C 0-5 153-2 272*5 321-7 255-1 135-7 135-3 135-3 135-3 — 
Price guarantees on products 
supported by the C A P . 183 7 119-2 180-4 0-3 -

Price guarantees on other 
products .  .  .  . 57-1 23-9 -6-8 6-7 10-9 7-6 6-4 6-4 6-4 6-4 

Production grants and subsidies 133*2 108-5 86-8 146*3 86-7 42-4 34-5 12-4 6-6 6-4 
Support for capital and other 

improvements .  .  .  . 130 a 117-2 118*9 92-6 65 0 67-4 81-0 84-6 88-4 87-7 
Support for agriculture in special 

areas .  .  .  .  . 56*4 54-3 54-7 87-8 39-2 56 6 52-9 46-7 44-1 43-7 

Total .  .  .  . 561 2 423-6 587-2 606-2 523-5 429-1 310-5 285-4 280-8 279-5 

Other assistance to agricultural pro
duct ion, food
market ingC)

Food subsidies

 processing and 
 .  .  .  . 

 .  .  .  . 
83-9 
— 

146-1 
—

109-2 179-7 
728-2 

254-7 
649-5 

118-9 
408-9 

102-0 
280-3 

98*4 
84-1 

96-4 
56-1 

95-2 
56-1 

Covent Garden Market Authority . 
Centra) and miscellaneous services . 

9-1 
65-7 

8-4 
48-9 

8*8 
61-9 

1-4 
69-7 

2-6 
73-1 

0-4 
71-9 -72-5 — 

741 
— 
74-2 

— 
74-2 

Total—Agriculture and food 719-9 627-0 767-1 1,585-2 1,503-4 1,029*2 765-3 542 0 507-5 505 0 

Support for thefishing industry 
Forestry 

19-9 
93 0 

26-2 
95-7 

28-0 
45-2 

18-7 
63 4 

32-3 
64-5 

18-9 
62-1 

22-1 
65-5 

22-2 
68-2 

22-4 
70-4 

22-1 
70-4 

Grand Total S32-8 748-9 840 3 1,667-3 1,600-2 1,110-2 852-9 632-4 600-3 597-5 

Changes from Cmnd. 6393 revalued: -15-4 - 1 1 1 -114-3 -1150 -116-7 
Cmnd. 6393 revalued 1,615-6 1,121-3 967-2 747-4 7170 
(') Part of the expenditure on this programme will be recoverable from the European Agricultural Guidance and Guarantee Fund. 
Receipts from this source are included in Table 2 Overseas aid and other overseas services. 
(*) Thesefigures include payments in respect of the marketing of sugar. 

AGRICULTURE AND FISHERIES prices (as expressed in EEC units of account) with 
Implications of Survey figures the original members of the EEC. They also allow 
1. The Governments objectives and priorities for for the difference between the market rate of 
agriculture are set out in the White Paper " Food sterling against the " joint-float" currencies and the 
from our own Resources " (Cmnd. 6020). A large representative rate-Currently fixed at a higher 
part of expenditure on market regulation and agri- level—for converting units of account into sterling 
cultural support is determined in the context of the for agricultural transactions. This difference gives 
annual reviews of agriculture which are conducted rise to the payment of monetary compensatory 
both nationally and on an EEC basis. The fore- amounts (MCAs) which act as subsidies on our 
casts take account of the determinations at the 1976 agricultural imports and as levies on our agricultural 
reviews. They reflect the completion in 1978 of exports. The forecasts assume no change in the 
the transitional period for aligning our agricultural differential (some 20 per cent) which existed between 
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the two rates at the end of May. The Government 
have, however, undertaken to keep the representa
tive rate under review and there are indications 
that the United Kingdom will come under consider
able pressure to reduce the present differential. 
2. Expenditure in Northern Ireland on price 
guarantees (except milk and wool), on production 
and capital support measures, and on support in 
special areas is included in Programme 15, Northern 
Ireland. 

Market regulation wider the CAP 
3. This expenditure is incurred by the Intervention 
Board for Agricultural Produce in implementing the 
support arrangements under the EECs Common 
Agricultural Policy (CAP) and the EEC Food Aid 
Programme. Most of the expenditure under the 
CAP, and all the food aid expenditure, is funded by 
advances from the EEC. The forecast for 1976-77 
includes £30 1 million as the cost of support buying 
net of sales and also provides £35 million for the 
cost of the Beef Premium Scheme, to which it is 
estimated that the EEC will contribute £6 million. 
As there is no approval for the Scheme to extend 
beyond March 1977, a sum of £35 million has been 
added to the cost of support buying for later years. 
The 1976-77 forecast also includes expenditure of 
£140 million for MCAs on Intra-Community and 
Third Country trade. The lowerfigures forecast 
for 1977-78 to 1980-81 reflect the recent agreement 
of the Council of Ministers that the exporting 
country will be responsible for payment of MCA 
subsidies arising on Intra-Community trade after 
16 May 1976. The required option cuts on the 
United Kingdom funded portion of expenditure 
under this programme would be £2-4 million in 
1977-78 and £3-6 million in subsequent years. The 
Treasury supports the Board's view that it would 
be impossible to implement such savings since 
expenditure under this programme is almost 
entirely governed by EEC Directives and Regula
tions and cannot be unilaterally adjusted by the 
United Kingdom. 

Price guarantees, grants and support in special areas 
4. For price guarantees on products outside the 
CAP arrangements—sheep, wool and potatoes—the 

the capital grants and to end the beef cow subsidy 
after 1977 and the calf subsidy for calves born after 
April 1977. Thefigures for production grants and 
subsidies and for support in special areas are 
deflated, they take account of the extent to which 
grants and subsidies atfixed rates lose their value 
as prices rise. 

Other assistance to agricultural production, food 
processing and marketing 

5. The forecasts include continuing expenditure by 
the agricultural departments on the eradication and 
control of animal disease and on research and 
advisory services. The reducing level of expenditure 
in the later years is mainly due to the falling cost of 
eradicating brucellosis as eradication nears com
pletion. 

Fisheries support 
6. No provision has been made in the forecasts for 
any measures of restructuring required in the light 
of changes in access to fishing waters or for 
additional research and development which may be 
desirable as a result of such changes. 

Additional bids and estimating changes: Agriculture 
and Fisheries 

7. Expenditure on price guarantees and other forms 
of agricultural support cannot be reliably predicted 
since it is demand-determined, and thefigures for 
these items are therefore subject to wide margins 
of error. The following table shows the additional 
bids required for the maintenance of existing policies 
or new developments: 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 SI 

Total additional bids 24-2 9-1 15-2 14-5 16-6 
of which: 

Price forecasting 
changes 0-2 0-5 1-9 3-2 1 0 

Changes due to re
classification or 
rephasing 13-6 — — —-

figures for 1977-78 and later years are conventional, 8. Throughout the Survey period the additional 
being based on projections of the estimates for the bids are less than the downward estimating changes 
current year. The forecasts allow for the decisions included in the Surveyfigures, and the difference 
announced after the 1976 Annual Review to improve is substantial in 1977-78 and later years. The 



Treasury point out, however that about half the 
downward estimating changes is accounted for by 
the savings on price guarantees, which were taken 
into account by Ministers in the 1976 price review 
determinations. Moreover, the figures for price 
guarantees beyond the current year are purely con
ventional (see paragraph 4 above). 

9. As regards the additional bids, the only item 
classified as rephased expenditure is the £13-6 
million arising from delays in payments of the 
compensatory allowances, introduced in January 
1976 under the Directive on Less Favoured Areas, 
with a consequent carry-over of expenditure from 
1975-76 into 1976-77. The other additional bids 
include local authority capital expenditure on small' 
holdings (arising mainly from reductions in 
estimated proceeds of land sales), the cost of support 
vessels off Iceland together with provision for the 
agricultural departments' share of expenditure by 
the Ministry of Defence in protecting offshore 
resources (already approved by Ministers), and 
other miscellaneous items. 

Offsetting savings 
10. For 1976-77 most of the expenditure of the 
agricultural departments is fully committed. Pay
ments of capital grants in 1976-77 will in general 
be in respect of proposals which have already been 
approved by departments. It would be unprece
dented for Ministers to seek to cut the levels of, 
for example, the livestock subsidies which they had 
announced at the previous Annual Review. It is 
feasible to alter the timing of some of these sub
sidies, e.g. by announcing that, solely because of 
the need forfinancial stringency, no payments of the 
beef cow or Less-favoured Area (LFA) allowances 
in respect of the qualifying date of 1 January 1977 
would be made until after 31 March. This would 
reduce expenditure in 1976-77 by £22-9 million on 
the LFA allowances and by £7-3 million on the 
beef cow subsidy. But it would run counter to 
strong pressure from the industry for early payments 
and would be likely to cause serious financial 
difficulties to some farmers. Moreover, the delay 
on LFA allowances would have to continue in
definitely if the additional expenditure were not 
simply to be pushed into a later year. As the beef 
cow subsidy is due to end after the 1977 payment, 
the saving in 1976-77 would produce a correspond
ing increase in the additional bids for 1977-78. 
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11. So far as the additional bids for 1977-78 and 
later years are concerned, it would be feasible to 
reduce the rates of grant under the Farm Capital 
Grant Scheme (FCGS), but the considerations set 
out in paragraphs 19 and 22 would apply. Reducing 
the basic (20 per cent) rate of FCGs grant to about 
10 per cent would wholly offset the additional bids 
for the last three years, although the saving in 
1977-78 would be only about half that required. 
Part of the saving could be found from a cut in 
special rates (50 and 70 per cent) of grant for 
drainage; a reduction of 10 percentage points would 
save roughly £2-4 million in 1978-79 and later 
years, with a saving of, say, £0-9 million in 1977-78. 
(Alternatively, if the policy options set out in para
graphs 13 to 22 below were not adopted, they 
could be used for this purpose.) 

12. The agricultural departments consider that the 
adoption of any of these offsetting savings would 
run counter to the Governments present objectives 
and recently announced policies. 

Policy options 
13. Illustrative options for savings, as required by 
the ground rules, are set out below and the practical 
and legislative implications are set out in the 
following paragraphs. 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

(a)
(b)
 Lime subsidy—termination 
 Farm structure schemes-re-

1-9 4 0 3-8 3-7 

duction to minimum 0-4 0-9 0-9 1-0 
(c) Research
(fl) Sales of land 

 .  .  .  . 1-4 
0-4 

1-0 
0 9 

1-3 
0-7 

1-4 
— 

(e) Fisheries grants and loans— 
limit to current level 2-6 2-9 2-9 3-4 

(/) Agricultural support (see para-
graph 19) . 

(g) Additional savings on F C G  S 
uptake consequential on (/) . 

1-8 

0-5 

6-2 

1-1 

6-4 

1-2 

6-4 

1-2 

Total 9  0 17-0 17-2 17 1 

of which: M A F  F . 6-6 12-4 12-2 12 1 
D A F  S . 2-4 4-6 5-0 5  0 

Savings required by ground rules . 9  0 16-7 16-4 16-2 

of which: M A F  F . 6-6 12-4 12 2 12 1 
D A F  S . 2-4 4-3 4-2 4-1 
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Lime subsidy 
14. The last Conservative Government decided to 
end this subsidy on 31 July 1974 but the decision 
was reversed by the present Government soon after 
taking office. The savings illustrated assume an 
announcement following the 1977 Annual Review 
that the subsidy would end at 30 June 1977, the end 
of the " lime year". No legislation would be 
needed to terminate the subsidy. DAFS maintain 
that, in view of special problems in Scot/and, some 
alternative form of assistance may be necessary, 
particularly in the more remote areas with acid soil. 

Farm structure schemes 
15. Following the recent PAR study, agricultural 
Ministers decided that these Schemes should be 
continued, but not actively promoted, until the EEC 
review of Directive 72/160 in 1977. The savings 
illustrated assume that these Schemes are varied 
so that they provide the minimum assistance 
required by the Directive. The Schemes are made 
by Statutory Instruments which would have to be 
amended. Existing annuity commitments to out
goers would continue. 

Research 
16. The savings illustrated assume little growth in 
the staff numbers engaged on research and develop
ment in agriculture andfisheries. The White Paper 
"Food from our Own Resources" (Cmnd. 6020) 
pointed out that the rapid growth in agricultural 
productivity had been materially helped by the 
application of research findings and that there was 
need for a continuing investment in the scientific 
improvement of agricultural technology. The 
savings would be likely to hinder the realisation 
of potentially higher output, by limiting the amount 
of new work commissioned. DAFS would prefer 
additional cuts on this heading in preference to 
cuts on agricultural support as described in 
paragraphs 19 to 22. 

Sales of land 
17. The Minister of Agriculture could seek to sell 
up to about 7,000 acres of agricultural land. Most 
of this land is tenanted and would therefore be 
difficult to sell. Its sale to private landlords would 
be open to political criticism. For these reasons, 
and because of the possible development value of 
a small part of the land, the illustrative savings 
shown are only a broad indication of possible 
receipts. 

Fisheries grants and loans 
18. The illustrative savings assume that grants and 
loans tofishermen are limited to the current level 
of expenditure. These savings would be without 
prejudice to any additional expenditure needed if 
the Government adopts h newfisheries policy 
involving major restructuring in the light of changes 
in access to fishing waters and in conservation 
measures. DAFS would prefer to limit this option 
to 1977-78, since the uncertainties surrounding 
the industry make such a long-term decision 
inappropriate. 

Reductions in other agricultural grants and subsidies 
19. The options already mentioned do not produce 
the total illustrative savings required by the ground 
rules. The method of achieving reductions in other 
agricultural grants and subsidies would have to be 
considered in the light of the annual reviews 
referred to in paragraph 1. There are three areas 
where reductions could be considered: the guidance 
premiums, the allowances paid in less favoured 
areas (LFAs) and the rates of assistance under the 
Farm Capital Grant Scheme (FCGS). 

Guidance premiums 
20. These premiums are payable under EEC 
Directives to farmers whose development plans are 
concentrated on cattle and sheep for meat produc
tion and the rates are prescribed in the Directives. 
An amendment to the Directives would have to be 
negotiated in Brussels, making the rate of payment 
a matter for national decision, and the correspond
ing Statutory Instrument would then have to be 
amended. The 25 per cent contribution from the 
EEC would be reduced accordingly. 

LFA allowances 
21. The EEC Directive on Less Favoured Areas 
provides for the payment of compensatory allow
ances on cattle and sheep. In \975-76 these 
allowances contributed about one-third of hill farm 
income. The rates are set in cash terms and the 
Survey figures imply that their real value is allowed 
to be eroded as pricesrise. The level of assistance 
to hiff and up/and farmers is a sensitive area and 
a reduction would be controversial. A reduction, 
say, at the beginning of 1979 would fall on the 
incomes of hill farmers at the time when these were 
beginning to feel the full effect of the ending of the 
calf subsidy. The feasibility of a reduction would 
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need to be assessed in the light of the prospects for 
hill farmers' incomes at the time, A reduction in 
the allowances would require amendment of the 
Statutory Instrument and the 25 per cent 
contribution from the EEC would be reduced 
proportionately. 

Reduction in FCGS rates 
22. Statutory Instruments giving effect to the 
increased rates of certain capital grants announced 
after the 1976 Annual Review, and restating the 
basic (20 per cent) rate, which applies to the 
generality of farm buildings and improvements, have 
recently been approved by Parliament. It would 
be feasible by means of a further Statutory Instru
ment to reduce the basic rate; but apart from the 
difficulty of justifying such a change of policy, its 
possible effects on capital investment in agriculture 
and hence on the level of production and the 
balance of payments would have to be considered. 

FOOD SUBSIDIES 
23. Food subsidies are currently paid on milk, 
butter, cheese, bread, household flour and tea. A 
small part of the butter subsidy in 1976-77 is paid 
from EEC funds. The Surveyfigures assume that 
one or more subsidies are phased out, and others 
reduced, in 1976-77; and that the programme is then 
reduced sharply, to leave some £56 million in the 
last two Survey years to allow for any EEC
financed subsidy which may be available at that 
time. 
24. There is no additional bid for expenditure on 
food subsidies, but the Department of Prices and 
Consumer Protection prefers to show compensating 
savings for bids on other programmes here. These 
comprise: 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -SO SI 

Price Commission 2 5 1 0 1 0 1 0 1-0 
DPCP administration' . - - 0 1 0 1 0-1 
Regulation of Trading 

Practice — 0-3 - — -

Total . . . . 2-5 1-3 t-[ l - l t-t 

' See Programme 4, paragraph 95. 

The necessary savings could be found by slightly 
earlier cuts in the individual subsidy rates. 

SECRET 

25. Similarly, the illustrative options for reductions 
shown in the table below include that required for 
the Department of Prices and Consumer Protection̂  
services (carried on Programme 4). The options 
would require a more rapid reduction in the subsidy 
programme. 

£ million 

1977-78 1978-79 J979S0 1980-81 

7-2 4-6 3 1 3 1 

FORESTRY 
Implications of Survey figures 
26. This item covers the Forestry Commission̂  
activities in promoting the interests of forestry, the 
establishment and maintenance of adequate reserves 
of growing trees and the production and supply of 
timber. The Commission̂  activities divide between 
the Forestry Enterprise (a Government Trading 
Service) and the Forestry Authority. The forecasts 
include interest on capital (increasing from 
£32-4 million to £41-9 million) and depreciation 
but do not include the net surplus on Commission 
trading accounts which form part of the Gross 
Trading Surplus. 
27. The demand upon resources is measured by the 
cost of capital employed by the Forestry Commis
sion at the ruling Government rates of interest and 
by cash expenditure. Towards the cost of capital 
employed there is a subsidy to cover the difference 
between the target rate of return of 3 per cent set 
by the Government and the ruling Government 
lending rate. The interest remitted is calculated 
on the total capital investment, including the value 
added to the plantations through expenditure on 
maintenance and protection, and so increases each 
year. There are other subsidies on activities which 
are not capable of producing the target rate but 
which the Commission undertakes for social reasons. 
28. The Forestry Enterprise is carrying out a com
bined planting and restocking programme of up to 
22,000 hectares a year of which about 18,000 
hectares is new planting. Over the Survey period 
the forest estate is planned to increase from about 
825,000 hectares to 915,000 hectares with a plantable 
reserve of about 90,000 hectares. Approximately 
600 kilometres of new roads will be constructed 
and about 10 million cubic metres of timber har
vested. The Commission provides substantial 

15 



recreational facilities including camping sites and 
self-catering accommodation, information centres, 
picnic places and viewpoints with associated parking 
facilities, forest walks and nature trails. 
29. As the Forestry Authority, the Commission 
undertakes research into all branches of forestry, 
controls felling in private woodlands and provides 
technical advice to private woodland owners. The 
Commission pays grants for planting of timber
producing species subject to the acceptance by the 
owner of obligations relating to the management of 
the woodlands designed to secure sound forestry 
practice, good land use, environmental benefits and 
opportunities for recreation. 

Additional bids 
30. In accordance with paragraph 3 of the ground 
rules the 1980-81 basefigures are the same as those 
for 1979-80. Additional provision of £3-4 million 
is necessary for this year as follows: — 
(i) Subsidies (4-£2'6 million). Since the invest
ment on which remission of interest is calcu
lated automatically increases in value each 
year (see paragraph 28 above), the 1980-81 
subsidy element has to be increased from 
£40-8 to £43 4 million due to an increase of 
£2-6 million in the remission of interest ele
ment compared with 1979-80. 

(ii) Sale of land and buildings (H-£0-4 million). 
The 1979-80 provision of £11 million is 
exceptionally high as it includes a substantial 
receipt for final settlement compensation in 
respect of the Kielder Reservoir project. The 
provision for 1980-81 should be £0-7 million 
in line with the other years in the Survey 
period. 

(iii) Increase in value of stocks (-4-£0-4 million). 
This includes interest at 3 per cent which 
increases each year with the continuing invest
ment in plantations. Additional interest of 
£0-4 million is required for 1980-81 compared 
with 1979-80. This will increase the provision 
for Increase in Value of Stocks from £18-1 
million to £18-5 million. 

Offsetting savings 
31. To offset these additional bids by savings 
would involve a cut of some 14 per cent in cash 
expenditure, and consequently a big reduction in 
capital investment, including the purchase of plant

able land. The Commission consider that this 
would affect the future planting and harvesting and 
marketing programme to a quite unacceptable 
degree. 

Policy options 
32. Some 60 per cent of the forestryfigures relates 
not to cash expenditure but to remission of interest 
ofl capital employed which, as explained in para
graph 28 above, automatically increases each year 
as the plantations increase in value. Cash expendi
ture, on the other hand, is declining over the Survey 
period. Reductions calculated on the total Survey 
figures would therefore mean that a progressively 
larger cut would have to be found from progressively 
lower cash expenditure; and the cuts in cash ex
penditure would in each case be far higher than the 
2\ and 5 per cent required by the ground rules: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

1. Total Survey figures 65-5 68-2 70-4 70-4 

2. Deduct-interest 35-5 38-8 41-9 41-9 
planting subsidy 3-6 3-6 3-6 3-6 

3. Cash expenditure . 26-4 25-8 24-9 24-9 

4. Reductions calculated on total 
Survey figures 1-6 3-4 3-5 3-5 

5. As percentage of cash expendi
ture (line 3) 6-1 13-2 14-1 14-1 

6. Alternative basis reductions cal
culated on cash expenditure 0-7 1-3 1-2 1-2 

33. To implement reductions calculated on the 
total Surveyfigures (line 4), representing cuts of 
some 6 per cent in cash expenditure in 1977-78 and 
13 lo 14 per cent in the later years (line 5), would 
mean a drastic alteration in the Commission̂  
activities of progressively increasing severity. This 
would involve the ending of all expansion of recre
ational facilities; cuts in expenditure on maintaining 
and protecting the plantations and on crop improve
ment (which would involve loss of future production 
and the risk of increased damage); and a substantial 
reduction in planting and the acquisition of land. 
By 1980-81, the area of new land planted annually 
would have to fall by some 5,000 hectares to 13,000 
hectares; acquisitions would have to be reduced 
correspondingly, representing a cut of some 30 per 



cent in the later years of the Survey period. The 
reduction in industrial and administrative jobs 
would be about 400, or 5 per cent, by 1978-79; 
substantial redundancies would be unavoidable. 

34. However an alternative method, which the 
Commission believes is more appropriate and 
logical, would be to take as a starting point reduc
tions of 1\ and S per cent in actual cash expenditure, 
i.e. total Survey figures minus remission of interest 
and planting subsidy. Reductions on this basis are 

shown in line 6 of the table above. They would 
involve smaller reductions in expenditure on the 
maintenance and protection of the plantations and 
on the provision ofrecreational facilities. During 
the Survey period acquisitions of land would have to 
be reduced by some 2,000 hectares and planting 
would be reduced in the last two years by about 
1,000 hectares per year. Resultant reductions in 
industrial and non-industrial staff would be about 
200 by 1979-80; some redundancies would be 
involved. 
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4. Trade, Industry and Employment 
TABLE 4 £ million at 1976 Survey prices 

1971-72 1 9 7 2 - 7 3 1 9 7 3 - 7 4 1974-75 1975-76 1976-77 1977-7g 1978-79 1979-80 1980-81 

Regional support and regeneration 
Regional development grants 
Provision ofbad snd buildings . 
Selective assistance to industry in 
assisted areas 

Other regional support 
Regional employment premium . 
Residual expenditure under re

pealed section of the Local 
Employment Act 1972 

Scottish and Welsh Development 
Agencies 

-
22-2

10-6 
210-8 

62-7

 13-6
 21-2

0-8 
10-6 

176-7 

 85-9

 138-0
 19 1

37-8 
12-1 
171-7 

 52 1 

 227 0
 25-9

42-3 
12-6 

209-6 

6-0 

 259 0 
26J 

64-1 
12-4 

237-7 

-4-8 

12-8 

265 0 
26-9 

54-3 
14-5 

214-2 

-12-2 

62-6 

274-8
29-4

57-6 
14-4 

2168

- 9 6 

73-2

 289-8
 25-6 

57 6 
14-2 

 221-8

-9-1

 81-8

 301 -1
241

55-3 
14 0 

 226-8

  6 3

 91-8

 301 1 
251 

53-2 
1 4 0 

 226-8 

 -6-3 

 91-8 

Total .  .  .  . 306-3 308-8 430-8 523-4 607-3 625-3 656-6 681-7 706-8 705-7 

Indnatrial innovation 
General industrial R and D 
Technological and industrial 

sponsorship 
Aircraft and aero-engine general 

R and D programme 
Concorde—Development . 

Production 
RB211 . 
Other aircraft and aero-engine 

projects and assistance . 
Space .  .  .  . 
Nuclear .  .  .  . 

35-7 

2-9 

17-6 
116-5 
27 1 
1310 

32-3 
151 
93-4 

33-6

6-0 

22-3 
86-5 
4 6 1 
89-7 

-1-4 
13-9 
88-5 

 37-6

5-6 

25-7 
62-3 
541 
30-9 

32-5 
17-6 
102-3 

 39-5

4-8 

25-1 
55-8 
46-2 
48-5 

2 8 0 
21-9 
89-7 

 42-5 

7-0 

2 0 0 
4 5 0 
3 7 0 
-2-7 

93-3 
25-5 
106-4 

53-9 

8-4 

19-3 
22-9 
13-9 

-4-0 

-1-3 
30 1 
134-3 

59-4

11 3

15-4
15-6
11-8

-10-5

- 2  0
26-4
100-7

 64-2

 11-8

 15-3 
 11-9 
 7-6 

 3 4 

 -1-8 
 19-8 
 98-6

 68 0

 11-8

15-2
10-7
1-7

-4-7

-1-3
19-9

 89-3

 67 0 

 11-8 

 14-9 
 10-7 
 1-7 
 -4-7 

 -1-3 
 19-9 
 89-3 

Total 471-6 385-2 368-6 359-5 374 0 277-5 228 1 224 0 210-6 209-3 

General Mpport for Mattry 
National Enterprise Board 
Selective assistance to individual 
industries, firms and under 
takings 

Promotion of tourism 
Refinancing of home shipbuilding 
lending 

Awialance to the shipbuilding 
industry 

Other support services 
Investment grants 

-
22-0

-

7-3
-27-2
795-8

 17-4 
 30-5 

 85-8

 19-4
 -26-5
 481-5

-

33-2 
52-7 

 148-7

 26-1
 -22-1
 290-8

 

35-5
24-2

 127 0

 59-2
 230-6
 127 0

 17-7 

 391-7 
 16 9 

 114-5 

 29-2 
 1-3 
 56-3 

225 0

150-5 
18-6 

57 0 

36-5 
5-3 

2 7 0 

 225-0

173-1
18 1

49-4

32-3 
4-1 
6-2 

 225 0

 150-2
 18-2

 49-6

13-7
- 0  1
2-1

 225 0

 108-3
 18-5

 46-2

 0-5
 - 0  1
 1  2 

 225-0 

 73-2 
 1 9 0 

 20 0 

 1-1 
 -0-3 

1-0 

Total .  .  .  . 797-9 608-1 529-4 603-5 627-6 519-9 508-2 458-7 399-6 339 0 

Sapport for NaltomhW IndmtrWt 
(other tkan the transport Wortries) 
Compensation for price restraint 
Assistance to the coal industry: 

Coal Industry Act 
Pneumoconiosis scheme 

Other compensation 
Safety and product quality and 

other services 

73-7

2 2 4 ?

-

1-1 

 88-4

 m - 4
-

 19-9

1 1 

 530 0

 46S?
 

 8-1

1-2 

 791-8

 89-S
 60 0
 10-5

1  2 

 72 1 

440 
 4 0 0 
 11-8 

1-3 

54-2

63-9

1-3

 53-6

 21-0

 1-1

 38-5 

 14 1

 1 1

3S-I

 6-9

 1 1

 29-9 

 4-3 

 1-1 

Total .  .  .  . 299-7 248-8 1,008 0 953-3 169-2 119-4 75-7 53-7 4 3 1 35-3 



- - - -

T A B L E 4 (continued) £ million at 1976 Survey prices 

1971-72 1 9 7 2 - 7 3 1973-74 1 9 7 4 - 7 5 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

International trade 
Export promotion and trade 

co-operation 12-1 10 8 12-4 12-6 12-8 16-9 16-3 1 6 0 16-1 161 
Refinancing of fixed rate export — 581-2 631-9 612-8 575-2 386-9 452-3 521-2 532-7 5150 
Cost escalation guarantees — — — -0-4 -1-8 2-9 2-1 0-5 - 0  1 -

Total . . . . 12 i 592 0 644 3 625-4 587-6 402-0 471-5 539-3 549-3 531-0 

Regulation of domestic trade and 
Industry and consumer protection . — 2 1 3-1 5-4 3-8 -1-2 -6-9 -7-5 -4-9 -4-3 

Functioning of the taboo- market 
Employment services and indus
trial rehabilitation 55-5 64-2 73-2 69-0 109-5 126-7 121-9 127-7 132-5 132 8 

Industrial training . 59 0 84-5 90-9 106-6 211-8 283 8 285-8 265-5 283-4 283-4 
Redundancy fund payments 114-5 77-8 50-0 60-6 1090 100-3 73-3 73-3 73-3 73-3 
Industrial relations and other 

labour market services . 8-0 40 4 10-1 9 0 26-2 177-9 63-4 22-5 22-4 21-7 

Total .  .  .  . 237 0 266-9 224-2 245-2 456-5 688-7 544-4 489-0 511 6 511-2 

Central and miscellaneous sendees 
Employment .  .  .  . 60-7 55-7 81-3 53-6 63 8 70-2 72-2 73-3 75-2 75-2 
Other 47-4 42-9 44-8 58-0 59-3 60 1 56-0 57-1 57 0 57-5 
Set additional payments . 0-3 0-4 0-3 0-1 — 
British petroleum rights issue 57-5 52-5 

Grand Total 2,290-5 2,563-4 3,334-8 3,427-4 2,949 1 2,761-9 2,605-8 2,569-3 2,548-3 2,459-9 

Changes from Cmnd. 6393 revalued: -114-1 -1-145-7 +137-1 + 46-7 +16-3 
Cmnd. 6393 revalued 3,063-2 2,616-2 2,468-7 2,522-6 2,532 0 

1. This Programme covers expenditure by the £ million 
Departments of Industry, Energy, Trade, Prices and 

1976 1977 1978 1979 1980Consumer Protection, Employment, Environment, -77 -78 -79 -80 -81
Export Credits Guarantee Department and the 
Scottish and Welsh Offices. The table opposite Department of shows the apportionment between these departments. Industry 969-3 955-2 918-2 863 0 802 9 
The greater proportion of this is intended to lead to Department of 
industrial investment or to encouraging industry to Energy . 236-1 199-2 178-3 165-9 161-4 
innovate and to be more efficient. Department of 

Trade 37-9 32-9 31-4 35-3 34-9 
Policy options Department of 

Prices and Con2. For the Department of Industry and the Scottish sumer Protecand Welsh Offices the illustrative reductions required tion 146 7-3 7 0 6-8 6-8 
by the ground rules, and where relevant savings to Department of 
offset additional bids, are considered for Programme Employment 971-4 831-6 782-3 811-8 811-4 
4 as a whole in paragraphs 3to 5, 7 and 8 below. Export Credits 

Guarantee Policy options and offsetting savings covering 
Department 378-6 449-5 517-7 527-2 509-3 Department of Trade expenditure within this 

Scottish Office 116-5 85-2 86-1 89-2 85-6 Programme and Programme 6 are dealt with in 
Welsh Office 26-3 32-6 36-2 38-6 38-7 paragraph 6. Policy options for the Department of 

Energy are dealt with in paragraphs 32 and 60 and Other 1 1 2 12-3 121 10 5 8-9 

for the Department of Employment in paragraphs 88 Total. . 2,761-9 2,605-8 2,569-3 2,548-3 2,459-9 and 93. 
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Department of industry 
3. The total of additional bids on Department of 
Industry programmes is as follows: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

40-7 20-7 32-4 33-8 28 1 

The Department must show how offsetting savings of 
these amounts could be made, and in addition, they 
are obliged to identify optional savings of the 
following amounts: 

£ million 

1977-78 1978-79 1979-80 J980-8I 

23-0 44-1 41-3 38-3 

4. By far the greater part of expenditure by the 
Department of Industry is accounted for either by 
continuing industrial support schemes or by projects 
where cancellation is the only effective option. 
Programmes containing any built-inflexibility are 
small and have borne substantially more than their 
share of recent public expenditure cuts; the Depart
ment do not feel able to seek further savings in 
these areas. They are therefore looking to the major 
industry support services for potential savings of the 
magnitude set out above. Believing it necessary to 
continue to give priority to the National Enterprise 
Board (NEB), and counter-productive to make cuts 
in the industry support schemes that have only 
recently been approved, they would propose to find 
any offsetting or optional savings from the provision 
for regional development grants (RDGs). Over 
80 per cent of the Department of Industry's expen
diture on regional support is accounted for by 
RDGs, and if any cuts have to be made then it 
would do least damage to the regional programme 
for RDGs to bear them all. 
5. Savingsrising to £70-80 million a year would 
represent up to 25 per cent of forecast expenditure 
on RDGs. The simplest method offinding savings 
would be by a straight cut in the rate; a cut of 
1 percentage point in the rate of grant would yield 
savings of about £15 million. But this would harm 
industry's confidence in the stability of regional in
centives, and would do nothing to concentrate 
resources in areas, or industrial sectors, of greatest 
need; nor would it offer any savings in administrative 
costs or manpower. These disadvantages could only 
be accepted in exchange for substantial savings. 
Alternatives would be to downgrade those areas 

where incentives are least needed, and possibly to 
exclude certain sectors of industry from the coverage 
of the scheme. For example, withdrawal of grant 
from the intermediate areas would save about 
£33 million. (If the intermediate areas were 
abolished altogether this would yield further savings 
on the selective regional assistance programme.) 
Exclusion of the non-mobile industries of construc
tion and mining would save about £20 million a 
year, though in the latter case this would be incon
sistent with other measures to encourage exploitation 
of native mineral resources and could increase 
unemployment in some areas. Both these measures 
would offer significant savings in administration. In 
the Department of Industry's view, savings on 
RDGs should be considered along with other 
regional policies in the context of the current PAR 
on regional incentives which is expected soon. 

Department of Trade 
6. The total of additional bids by the Depart
ment of Trade, including those within Programme 6, 
is as follows: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

3-8 4-2 3-4 8-6 2-0 

The Department does not consider that the reduced 
Air Travel Reserve Fund repayments or Local 
Authority expenditure on aerodromes on Pro
gramme 6 should be treated as additional bids on 
their programmes. Reductions of 2\ per cent in 
1977-78 and 5 per cent in later years would involve 
savings of: 

£ million 

1977-78 1978-79 1979-80 1980-81 

2 1 3-8 3-6 2-4 

A number of Department of Trade programmes are 
fee earning, and any reduction in expenditure is 
likely to lead to an equivalent reduction in income 
with no net savings. A number of other pro
grammes are required to discharge statutory obliga
tions. In the Departments view the only pro
grammes on which there is any significant flexibility
are tourism, export promotion, and support to the 
film industry. They do not, for these reasons, feel 
able to offer policy modifications which would 
result in the required level of offsetting savings and 
options. They would however be prepared as a 
contribution to a general public expenditure savings 



exercise to limit support to thefilm industry to the 
£5 million contained in the Prime Ministers state
ment of 29 March. For the 1977-78 total saving 
the Department would propose to find about 
£1 million from the provision for support to films 
and around £1 million each from the other two 
programmes. Cuts in the provision forfilms would 
save a further £7-4 million over the last three years 
of the period. In the Treasury's view, further 
significant savings, of the order of a further 
£1 million per annum could be saved from the 
tourism programme without seriously jeopardising 
the Governments policy of support for the industry. 

Scottish Office 
7. The Scottish Office component of this Pro
gramme comprises the Scottish Development Agency 
(SDA), Selective Financial Assistance (SFA), the 
Highlands and Islands Development Board (HIDB) 
and the Scottish Tourist Board (STB). Standard 
percentage reductions on the two Boards would be 
feasible and would yield £0-3 million in 1977-78 
and £0-6 million in the other years. To achieve the 
full quota of illustrative reductions it would be 
necessary to cut expenditure on the SDA (which 
would represent well over half the total of the 
reduction) and in Selective Financial Assistance. 
The savings would be as follows: 

£ million 

1977-78 1978-79 1979-80 1980-81 

S D A 1-2 2-8 3-2 3-2 
S F A 0-2 0-5 0-5 0-5 

A cut in Selective Financial Assistance could only 
be made on a United Kingdom basis and would be 
controversial because of its potential effect on 
employment. A cut in the SDA provision which 
has been the subject of intense Parliamentary and 
public interest, would be highly damaging politically. 

Welsh Office 
8. Standard percentage reductions if applied to the 
Welsh Development Agency would yield £0-5 mil
lion in 1977-78, £1-2 million in 1978-79 and 
£1-4 million thereafter. The Welsh Office take the 
view that the regeneration of industry is crucial to 
economic recovery in Wales and the provision for 
industrial support and factory provision could not 
therefore be reduced. The effect of the cuts would 
therefore have to fall on the provision for environ
mental improvement and development. Standard 
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cuts on selectivefinancial assistance to industry 
would yield £0-3 million in 1977-78 and £0 6 mil
lion thereafter. Selective assistance to industry is 
demand based and tbe options illustrated above 
would need to be achieved in line with a policy to 
be decided on a national basis. Standard percentage 
cuts applied to the Welsh Tourist Board would 
generate £0 1 million in 1978-79 and 1979-80. 
These reductions would be, in the view of the Welsh 
Office, difficult to achieve in the light of current 
policy to concentrate expenditure on the Develop
ment Areas and of Wales' declining share of the 
tourism budget in recent years. 

REGIONAL SUPPORT A N D REGENERATION 
Regional Development Grants 
9. Regional Development Grants have been 
available only since 1972 and previous estimates 
were affected by a shortage of statistical data as well 
as the inherent uncertainties in forecasting eligible 
investment. More statistics are now available, but 
the latest forecasts are still subject to a wide margin 
of error either way. They are slightly higher than 
in Cmnd. 6393, givingrise to an additional bid of 
£9-2 million in 1977-78, £8-2 million in 1978-79, 
£16-9 million in 1979-80 and £26-9 million in 
1980-81. This is due to faster processing of applica
tions and a rising trend of expenditure. It would 
be feasible to hold expenditure in 1977-78 to the 
Cmnd. 6393figures by processing applications more 
slowly, but in the Department of Industry's view the 
objections are overwhelming. It would also be 
possible to hold the expenditure to Cmnd. 6393 
figures by reducing the rate at which grant is paid, or 
reducing the range of qualifying activities, or 
reducing the geographical area over which grants 
are paid. There are substantial objections to all 
three courses in the present employment position 
and all three courses would be contrary to the 
Governments overall industrial strategy. Neverthe
less if such cuts were necessary a reduction in the 
geographical area would probably be the least dis
raptive. It could also be argued that the disadvan
tages inherent in making any change, most notably 
in having to go back on undertakings to maintain 
continuity of incentives, could only be acceptable if 
the savings proposed were substantial. A reduction 
in the rate of grant by 5 percentage points for 
example could be expected to reduce expenditure 
by some £80 million. 
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Provision of land and buildings 
10. It is assumed that the programme of land 
acquisition and factory building, and the provision 
of factories to industry's requirements will con
tinue. The forecasts are consistent with Cmnd. 6393 
after taking into account additional funds made 
available in the Chancellors employment creating 
packages of September and February. Provision is 
also made for expenditure of £11 million over the 
Survey period as part of the interim strategy for the 
shipbuilding industry recently agreed by Ministers. 

Selective assistance to industry in assisted areas 
11. It is assumed that Section 7 of the Industry 
Act will continue to be the main source of selective 
financial assistance for employment creating pro
jects in the assisted areas and for maintaining 
employment in those areas in cases where there 
would otherwise be redundancies. The forecast is 
based on continuation of present criteria but will 
be affected by factors which are subject to a con
siderable margin of error. The forecasts are 
consistent with Cmnd. 6393. 

Scottish and Welsh Development Agencies 
12. The provisions in Table 4 are consistent with 
the approved programmes at 1975 prices of £200 
million for the Scottish Development Agency (SDA) 
and £100 million for the Welsh Development Agency 
(WDA) overfive years. The main objectives of 
the Agencies is to accelerate the economic and 
industrial development of Scotland and Wales and 
to improve the environment consistently with that 
objective. In particular they plan, develop, main
tain and manage industrial estates in Scotland and 
Wales and provide advance and purpose built 
factories. The Agencies also undertake derelict land 
clearance programmes, where it is envisaged present 
and planned levels of work will be increased, and 
they will undertake major environmental schemes. 
The SDA will be playing a major part in a compre
hensive attack on urban deprivation, particularly 
in Glasgow. The Agencies also carry out in Scot
land and in Wales the regional development 
functions of the NEB. 

Special assistance for rural and highland areas 
13. The provision covers the grant in aid to the 
Highlands and Islands Development Board (HIDB) 
and the Development Commission. The forecasts 
for the HIDB provide for the same level of 
expenditure as Cmnd. 6393. 

Additional bid 
14. For the Development Commission there is an 
additional bid of £5 million per annum from 
1977-78. The Chairman of the Development Com
mission is pressing for this increase primarily for 
employment creation to carry on and expand the 
efforts made possible in 1976-77 by the addition 
of £1 -8 million from special and temporary employ
ment creating programmes. This approach is 
supported by the Department of the Environment 
who are not however in a position to make extra 
funds available from within their own resources. 
This proposal has not been discussed in detail with 
the Treasury but in the Department of the Environ
ment's view a decision is essential on the level of 
funds for the Development Commission to imple
ment, in England, the decision taken by Ministers 
in December 1974 that measures to stem rural 
depopulation should be increased when resources 
permitted, since uncertainty is making forward 
planning impossible. Thefigures also provide for 
additional expenditure of £750,000 in 1977-78 to 
meet the costs of the dispersal of the Head Office of 
the Council for Small Industries in Rural Areas 
to Salisbury as agreed by Ministers as part of the 
Hardman proposals on dispersal. 

Policy options 
15. For the Department of the Environment the 
illustrative reduction would fall, in the short term, 
on the employment creating activities of Develop
ment Commission since these are the most flexible. 
This would conflict with the 1974 Ministerial 
decision to expand the Commission̂  activities, for 
which they are already significantly short of funds 
and for which an additional bid has been made. 

Regional employment premium 
Additional bid 
16. The following additional provision is required 
for the continued payment of REP at current money 
levels to manufacturing industry in development 
areas: 

£ million 

1977-78 1978-79 1979-80 1980-81 

1-6 6-0 10-3 16-1 

REP is demand determined and this additional bid 
reflects revised estimates of the level of qualifying 
employment over the period. Expenditure could 
be held within the Surveyfigures by changing either 



the rates of the premium, qualifying activities, or 
qualifying areas. All these would present sub
sfantial problems in the current employment 
situation. The Department of Employment are 
responsible for practically all of this expenditure 
but the Department do not consider that there is 
any possibility of offsetting savings within their 
other programmes. The Department of Employ
ment are also proposing that the women's rate of 
REP be increased to equal the men's, This would 
cost £35 million a year from 1977-78. The future 
of REP is, however, under review. 

Policy options 
17, Expenditure on REP could be reduced by 
either reducing the level of the premium, the quali
fying activities, or the qualifying areas. Of these 
the most convenient, at least administratively, is a 
reduction in the qualifying areas. The illustrative 
reductions would yield: 

£ million 

1977-78 1978-79 1979-80 1980-81 

5-4 11-4 11-3 12 1 

Residual expenditure under repealed sections of the 
Local Employment Act 1972 

Additional bid 
18. The provision is for outstanding commitments 
under the Act. There is an additional bid of 
£0-3 million in 1978-79. Thefigures for 1976-77 
and 1977-78 are below Cmnd. 6393. The increase 
in 1978-79, and the decreases in 1976-77 and 
1977-78 are a result of revised estimates of the 
phasing of residual expenditure already committed. 

INDUSTRIAL INNOVATION 
General industrial research and development 
19. The programme includes the Department of 
Industry's Industrial Research Establishments 
(IREs) and the Computer Aided Design Centre, 
work sponsored by the Departments of Industry 
and Energy at the Atomic Energy Authority and 
the National Environment Research Council 
(NERC), contract support for industrial research 
associations, extramural contracts with industry and 
the universities, and grants in aid to the Design 
Council and National Computing Centre. Expen
diture at the IRE is expected to remain at broadly 
its present level during the Survey period. There 
will be variations from year to year to reflect the 
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incidence of major new capital items. Extramural 
R & D now accounts for rather more than half the 
total programme. 

Technological and industry sponsorship 
20. This programme covers cost-sharing research 
and development contracts with industry, traiver
sities and other research bodies, including some 
financed through the EEC (£0-5 million in 1976-77 
and £0-1 million in the later years); pre-production 
orders for advanced machinery and equipment; 
work by the NERC on mineral exploration; and 
mineral exploration grants. 
21. The United Kingdom contribution to the inter
national tin stockpile, estimated at £6 million, will 
be a charge to this programme, and the phasing of 
expenditure between the years may need to be 
adjusted when the timing of this requirement is 
known. 

Aircraft and aeroengine general research and 
development 

22. The estimates in Table 4 do not reflect reduc
tions of £1-8 million in 1977-78 and £3 million in 
each of the later years resulting from the transfer 
to British Aerospace of responsibility for research 
work relevant to its activities, see Programme 5, 
paragraph 3. The extent of the Department of 
Industry*s continuing responsibilities in these fields 
are under discussion with the new Corporation and 
the abovefigures are therefore tentative. The 
Department will continue to support certain other 
research work, for example on air safety and the 
reduction of aircraft noise, and also work related 
to aeroengines and aviation equipment. 

Concorde 
23. The estimates are related to the completion of 
the authorised 16 aircraft programme. No allow
ance has been made for receipts from the sale of 
aircraft other than those to British Airways and 
Air France. 

Additional bid 
24. The Department of Industry have submitted 
an additional bid for: 

£ million 

1976-77 1977-7S 1978-79 1979-80 1980-81 

10-3 7-8 9-0 6-7 -0-2 
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The total increase of £33-6 million is the result of 
re-estimating the cost of the wort to be carried out 
on in-service development and completion of the 
production programme; and of the receipts from the 
sale of engines and spares to airlines. In a number 
of areas the estimates are still not firm. For 
example, the extent of further development work 
will depend on performance and utilisation of the 
aircraft in service. 
25. The bid includes expenditure on certain items 
not costed in Cmnd. 6393. In particular, 
£5 6 million is included for certain spares and 
£2-6 million for engines in respect of aircraft not 
yet sold. Of course, no airlines would be prepared 
to purchase those aircraft without engines; and the 
Department considers that there would also be no 
purchasers unless spares are available when the 
aircraft are delivered. The bid also provides for 
an increase of £9-1 million in the four years 
1976-77 to 1979-80 in respect of the Departments 
payments to the M O D Procurement Executive for 
work carried out in the latter's R & D establish
ments. These costs had previously been incorrectly 
calculated by the establishments concerned. 

RB211 
Additional bid 
26. The Cmnd. 6393 estimates have been reduced 
by £3-8 million over the Survey period mainly as 
a result of a re-assessment of receipts. An 
additional bid has been made in respect of 1980-81. 
The estimate for that year is £1-1 million above 
the latest estimates for 1979-80 due to the incidence 
of expenditure on the RB 211-524. 

Other aircraft and aeroengine projects 
Additional bid 
27. The Department of Industry have submitted 
an additional bid of: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

1-8 0-6 0-3 0*2 0 1 

This increase is in respect of payments to the M O D 
for the services of M O  D headquarters staff in the 
administration of Department of Industry aircraft 
and aeroengine projects. These payments are based 
on a formula which takes into account certain 
aircraft expenditure and receipts on DOI Votes. 
The increase claimed by the Department flows 

partly from the bid for increased expenditure on 
Concorde but mainly from a re-interpretation by 
the Department and MOD of the way in which the 
formula should be applied from 1975-76 onwards. 
The additional bid reflects different re-interpreta
tions of the formula for 1976-77 and for the later 
years. If the basis used for the latter years was 
applied to 1976-77 the increase in that year would 
be only £1 -1 million. 
28. In the view of the Treasury there is no justifi
cation for changing the basis which the departments 
had used previously, and the following increases 
would be justified solely by reference to the applica
tion of that basis to the latest estimates of aircraft 
expenditure and receipts: 

£ million 

1976-77 1977-78 1978-79 1979-80 

0-4 0-3 0-2 0-1 

Space 
29. Provision is made for the main part of the 
United Kingdom contribution to the European 
Space Agency and for a small supporting national 
programme. The forecasts cover the contribution 
to the Agency's existing programmes and also 
provide, in the later years, for a contribution to 
future programmes. The balance of the United 
Kingdom contribution to the Agency, covering its 
Science programme, is paid by the Science Research 
Council and is included in the provision for the 
Research Councils (see Programme 10, paragraphs 
54-56). The purpose of the national programme 
is to maintain an independent source of research in 
order to support the competitive position of the 
United Kingdom space industry. 

Nuclear energy 
Implications of Survey figures 
30. Expenditure could be contained within the 
Survey figures only by substantial changes in our 
nuclear policy objectives as a result of Ministerial 
discussions on the fast reactor and the steam 
generating heavy water reactor (SGHWR) scheduled 
for the autumn. 

Additional bids 
31. To maintain current programme objectives the 
following increased expenditure is essential on 
reactor systems, our manufacturing capability 



(National Nuclear Corporation), the tripartite 
centrifuge projects and our fuel cycle capability 
generally (British Nuclear Fuels Ltd. and centrifuge 
support). 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Reactor R &  D - 12-8 1 4 0 151 1 5 0 
Additional capital for B N F L 39-6 52-6 42-6 42-8 63-8 
Share purchase in N N C 2-0 - - - -
Additional capital for N N C . 10-0 - - - -
Centrifuge grant to B N F L - 3-5 - - -

Total . 51-6 68-9 56-6 57-9 78-8 

Policy options 
32. The illustrative savings required from the 
Department of Energy on Programme 4 could be 
achieved if the following cuts were made to Reactor 
R & D in addition to those described in paragraph 
60. 

£ million 

1977-78 1978-79 1979-80 1980-81 

3-4 7-0 6-4 6-4 

Cutting gross expenditure to eliminate the additional 
bid and produce these savings would require 
decisions by Ministers to postpone some of the work 
on the Steam Generating Heavy Water Reactor 
(SGHWR) and cancel the fast reactor. Cancellation 
of the SGHWR might yield a greater reduction in 
expenditure in 1977-78 and cancellation of the fast 
reactor would produce significantly higher reductions 
in all years. These calculations make no allowance 
for severance, etc. payments to Atomic Energy 
Authority staff who would have to be made 
redundant on so radical a change in reactor policy. 
The implications for the plant manufacturers could 
also be serious. Ministerial decisions on these two 
projects are scheduled for the autumn. 

GENERAL SUPPORT TO INDUSTRY 
National enterprise board 
33. Provision is made for capital investment by 
way of share acquisition and loans by the National 
Enterprise Board (NEB). Pending the formulation 
of a corporate strategy by the Board, the provision 
is arbitrary and will need to be kept under review. 
It is based on an allocation of the £1,000 million 
provided for under the Industry Act 1975 and is in 
cash terms. 
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34. The £1,000 million is not the only important 
source of funds for NEB companies, who themselves 
are eligible to receive assistance under the Industry 
Act 1972. The provision for 1980-81 has been held 
at the same level as that for the earlier years; if 
actual expenditure matched the present provision 
then legislation to increase the existingfinancial limit 
would be necessary before the end of the Survey 
period. 
35. The Department of Industry view is that on 
present indications the annual provision will be 
inadequate for the NEB to fulfil the role envisaged 
for it, but estimates of the amount that will be 
required to enable the Board to meet its existing 
commitments are not yet firm enough for an 
additional bid to be submitted at this stage. 

Selective assistance to individual industries, firms 
and undertakings; 

SECTION 8 OF THE INDUSTRY ACT 1972 

36. The forecasts include, at Survey prices, expendi
ture of the £325 million in cash announced between 
July 1975 and April 1976 for industry schemes and 
accelerated capital projects. £205 million has been 
allocated to industry schemes, including those 
assisting the machine tools, ferrous foundries and 
paper and board industries. £120 million has been 
provided for accelerated projects. Provision is also 
included for the Wool Textile Industry Scheme, 
begun in 1973. 
37. The forecasts also include £250 million (cash) 
for British Leyland, phased as follows: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

30 60 60 50 50 

These sums are in addition to the funds assumed to 
be available to British Leyland from the National 
Enterprise Board (£350 million). 
38. The Government agreed last year to provide 
Chrysler (UK) Ltd. with loans of £55 million, to 
meet possible losses over the period to 1979 up to a 
maximum of £72-5 million, and to guarantee a 
private sector loan of £35 million (with a counter
guarantee from the Chrysler Corporation). Current 
provision covers only the loans and estimated losses 
of £40 million up to the end oi 1976-77. Any 
additional expenditure would be a call on the 
Contingency Reserve. 
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39. Provision is also made for minor rescue cases 
already approved by Ministers. 
40. The provision made for the Department of 
Energy's Offshore Supplies Interest Relief Grant 
Scheme is sufficient to meet expected calls on the 
scheme in respect of existing contracts and projects. 
Provision for other assistance under Section 8 of the 
Industry Act 1972 is limited to approved projects. 

Additional bids 
41. On the basis of the latest forecast, the Depart
ment of Industry believe that repayment of 
assistance by ICL cannot start until 1979-80 and 
will be at a lower level than assumed in the 1975 
Survey. The additional bid is for £1-6 million in 
1978-79 and £6-7 million in 1979-80. Rephasing 
of the paper and board and wool textile industry 
schemes results in an additional bid of £0 -1 million 
in 1977-78, £3-9 million in 1978-79. and £3-2 
million in 1979-80. There is a corresponding 
reduction of £7 1 million in 1976-77. 
42. Further projects for assistance under Section 8 
would be a call on the Contingency Reserve, but the 
Department of Energy has agreed to try to work 
to a ceiling of £7 million a year. The Offshore 
Interest Relief Grant scheme is currently under 
review. Unless this review offers scope for savings 
there will be the following additional bids: 

£ million 

1977-78 1978-79 1979-80 1980-81 

3-7 7-1 9-3 14-7 

Promotion of tourism 
43. The forecasts include provision for the grants 
in aid to the British Tourist Authority and the 
English, Scottish and Wales Tourist Boards, and for 
selective assistance for tourist projects in develop
ment areas under Section 4 of the Development of 
Tourism Act 1969. The forecasts show a small 
reduction on those in Cmnd. 6393. 

Refinance of home shipbuilding lending 
44. This programme provides for the refinancing 
of part of the guaranteed credit made available by 
the banks at a preferential fixed rate of interest to 
United Kingdom purchasers of ships built in United 
Kingdom shipyards. The purpose of the programme 
is to enable our shipbuilders to compete on equal 
credit terms with foreign yards. The refinancing is 

worked in conjunction with similar arrangements 
for export credit financing. The service is demand 
determined, and the refinancing depends upon the 
level of net shipbuilding advances, the level of 
export lending and the threshold (currently 18 per 
cent of non-interest bearing sight deposits) below 
whichfinance is provided solely by the banks. 

Additional bids 
45. The estimates are subject to a considerable 
margin of error, particularly this year because of 
uncertainties about the future levels of export lend
ing. Compared with Cmnd. 6393, the latest forecast 
for 1976-77 shows a sizeable increase, which has to 
be treated as an additional bid. This is largely 
because of a faster rate of shipbuilding lending than 
hitherto expected. In later years, there are substan
tial reductions, mainly reflecting the expected decline 
in the industry's order book. 
46. The additional bid is as follows: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

-1-23 +1 -15 -26 -

Assistance to the shipbuilding industry 
47. Compared with Cmnd. 6393, the Survey figures 
have been revised to reflect part of the expenditure 
on the Interim Strategy for the industry agreed by 
Ministers on 6 May. Cmnd. 6393 included an 
unallocated provision for shipbuilding assistance. 
This covers a substantial portion of the Interim 
Strategy. The remainder is now partly covered by 
an agreed claim on the Contingency Reserve. (The 
principal element in the Strategy not covered is 
expenditure on advance orders.) 
48. The forecasts for thefirst three years of the 
Survey period provide for new merchant ship
building subsidies and a special redundancy scheme 
for shipyards workers. (The Interim Strategy also 
provides for additional funds for advance factories 
in shipbuilding areas, and these are included in the 
provision for land and buildings under Regional 
Support.) The forecasts also include for 1976-77 
provision for capital support to Govan and Cammell 
Laird under existing schemes, although (depending 
on thetiming of nationalisation) not all of it may be 
required. In addition there is a small provision for 
the Cost Escalation Insurance Scheme for ship
builders, which runs on throughout the Survey 



period. No provision is made here (or capital 
expenditure by British Shipbuilders: this is covered 
in Programme 5. 

Additional bids 
49. There is an additional bid on this programme 
as follows: 

£ minion 

1976-77 1977-78 1978-79 1979-80 1980-81 

2 8 - 8-2 - -

In 1976-77 this is due principally to rephasing of 
agreed assistance to Govan and Cammell Laird. In 
1978-79, it is due to lower receipts because British 
Shipbuilders will have taken over the Departments 
present loan commitments, and because a further 
£4 million isrequired to implement the Interim 
Strategy (excluding any provision for advance 
orders). 

Other support services 
50. No expenditure is provided for in this sub
programme by the Department of Industry though 
there is token provision for contingent liabilities in 
connection with computer leasings, outstanding 
marine insurance claims, and any liabilities which 
may arise as a result of agreements entered into by 
the Industrial Reorganisation Corporation. The 
forecasts cover repayments of the QE2 loan, the 
ex-IRC loans and the loans to Anglesey Aluminium 
Metal Ltd. and British Aluminium Co., Ltd. There 
are small variations from Cmnd. 6393 due to 
repbasing of the loan repayments. 

51. Following the recent decision by Ministers that 
new support should be made available to the film 
industry, the Department of Trade have made pro
vision for total expenditure of £15 million in cash 
terms over the Survey period. Support under 
existing legislation up to a total of £2-8 million is 
included within the total. 

52. Provision by the Department of Energy is 
sufficient to meet its current commitments provided 
guarantees in connection with oil platform construc
tion sites (up to £11*5 million plus interest charges) 
and guarantees tofinanciers of developers of North 
Sea oilfields (up to £60 million plus interest charges) 
are not called. If the guarantees were called there 
would be a claim on the contingency reserve. 
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Additional bids 
53. The Department of Energy's payment for the 
cost of oilrig guard ships cannot be met from 
within the existing provision. A further Fuel 
Efficiency Loan Scheme is needed after 1977-78. 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Oil rig guard ships .
Fuel Efficiency Loan 
Scheme

 1-8 



2-3 

1-9 

2-4 

1  4 

2-3 

1-0 

Investment grants 
54. This expenditure is for outstanding commit
ments under this scheme. Thefigures represent an 
additional bid of £2-5 million in 1976-77, £1 -8 mil
lion in 1977-78 and £0-7 million in 1978-79. The 
increase is due to revised estimates of cost and to 
changes in the phasing of qualifying projects. 

SUPPORT FOR NATIONALISED INDUSTRIES 
(other than Transport Industries) 

Assistance to the Coal Industry 
Implications c$ Survey figure 
55. Provision covers the contribution to the Mine
workers' Pension Fund on the basis of the current 
actuarial deficiency; also covered are payments in 
connection with pit closures, the Redundant Mine
workers' Payments Scheme and early retirement 
benefits up to 26 March 1978. 

Additional bids 
56. The actuarial deficiency in the Mineworkers' 
Pension Fund is likely to increase every year as 
pensions are increased to match therise in the cost 
of living. In addition, the intention is to introduce 
a Bill which, inter alia, will extend beyond 1978 the 
Redundant Mineworkers" Payments Scheme and 
grants in connection with pit closures. Some assist
ance to NCB towards the cost of stocking will be 
necessary this year and, most probably, next year 
too, though the scale of assistance in that year 
cannot yet be quantified. Some further unquantifi
able assistance, may be needed. Measures under 
consideration include an assisted coal burn policy to 
reduce stocks and some form of regional grant to 
the industry. 
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£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Grants in connection with 
pit closures .  .  . — - 10-5 11-5 12-4 

Redundant Mineworkers' 
Payment Scheme — - 2-0 6-9 12-7 

Early retirement to elderly 
redundant mineworkers . - - 1-5 1-6 1-7 

Miners' Pension Scheme 1-4 1-4 1-4 1 4 1-4 
Stocking aid . 20-0 -

Total 21-4 1-4 13 4 21-4 28-2 

57. These costs could be reduced if the grants in 
connection with pit closures were reduced to the 
level necessary to attract maximum grant from the 
ECSC. Further reductions could be achieved if the 
Redundant Mineworkers' Payments Scheme were 
limited in the same way and if early retirement 
benefits ceased. 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Limiting grants in connection 
with pit closures to levels 
necessary for E C S C sup
port would reduce claim by - - 8 0 9-5 10-4 

Limiting grants in connection 
with pit closure and R M P S 
to levels necessary for 
E C S C support and stop
ping early retirement bene
fits would reduce claims by - - 10-7 16-3 22 6 

Compensation tor price restraint 
58. These subsidies have now been phased out and 
accordingly there is no provision in the forecast 
period. The figure for 1975-76 represents a reduc
tion of £35 million on the provision in Cmnd. 6393. 

Other compensation 
59. Provision of £6-8 million is also made for the 
re-adaptation benefits scheme for redundant steel
workers, which came into operation on 1 July 1974 
and offers a range of benefits. The forecasts show 
a reduction of £2-1 million on the provision in 
Cmnd. 6393. Up to half the cost is met from ECSC 
funds and these receipts are credited to " Contribu
tions to the European Communities, etc. (net)" 
under Programme 2. 

Other services 
Policy options 
60. The Department of Energy's oil storage pro
gramme is under review. If the review concludes 
that existing stocks could be disposed of the 
following savings could be achieved: 

£ million 

1977-78 1978-79 1979-80 1980-81 
1  1 1-1 1-1 1  1 

INTERNATIONAL TRADE 
Export promotion and trade co-operation 
61. Provision is made for expenditure on export 
promotion services which are managed by the British 
Overseas Trade Board and subscriptions to inter
national trade organisations. Most of the expendi
ture represents assistance to British exhibitors at 
overseas trade fairs, but it also covers the Overseas 
Projects Fund, technical help to exporters, assistance 
to research education and training in overseas trade, 
and grants-in-aid and selective grants to non-official 
trade organisations. There is an additional bid of 
£0'1 million in the years 1977-78 onward, reflecting 
an increase in the United Kingdom subscription to 
the General Agreement on Tariffs and Trade. 

Reanancing offixed rate export credits 
62. The United Kingdom, like most of the main 
industrial countries, offers medium and long term 
credit at a fixed rate for major capital goods. The 
scheme also covers shipbuilding. This expenditure 
is the Export Credits Guarantee Departments 
(ECGD) share of the cost of refinancing that part 
of thefixed rate credit extended by the clearing 
banks for exports and home shipbuilding which 
exceeds 18 per cent of Iheir non-inlerest-bearing 
sterling sight deposits; the share attributed to home 
shipbuilding is met by the Department of Industry 
and shown separately (paragraph 44 above). The 
expenditure recorded represents the net addition to 
refinancing in the relevant year. 

Additional bid 
63. This is a demand-determined service, the 
amount of additional refinancing in any one year
being determined by two main variables: the net 
increase in the level of fixed rate export lending 
in that year and the level of the threshold below 
which the banks are required to finance the lending 



themselves. As will be seen from the table below, 
the revised estimates are substantially higher than 
those in Cmnd. 6393, though they are subject to 
considerable uncertainty. Recently, the rate of 
refinancing has been increasing rapidly and if this 
rate is maintained for the rest of the year the claim 
on the Contingency Reserve could be considerably 
higher than the £130 million shown below. 

Net annual addition to ECGD's refinancing 
£ million 

1976 
-77 

1977 
-78 

1978 
-79 

1979 
-SO 

1980 
-81 

Revised estimate. 
Cmnd. 6393 . 

516-9 
386-9 

552-3 
452-3 

621-2 
521-2 

632-7 
532-7 

632-7 

Additional bids 130-0 100*0 100-0 100 0 100-0 

64. These additional bids might be avoided by 
one, or a combination of three methods: 

(i) By imposing a ceiling on ECGD's future 
commitments under the scheme. 

(ii) By increasing the proportion of fixed rate 
export finance provided by the clearing 
banks. 

(iii) By finding new sources of private sector 
funds for the scheme. 

65. Method (i) could be operated in such a way 
as to achieve an arbitrary reduction in ECGD's 
future commitments, but unless this reduction was 
matched by an increase in private sector lending 
capital goods exports would be adversely affected 
with consequential implications for the balance of 
payments and employment. Whether or not method 
(ii) can achieve the necessary reduction in ECGD's 
commitments will depend on the outcome of a 
renegotiation of the current agreement with the 
clearing banks. This agreement expires in October 
1977. The immediate object is to secure an increase 
in the banks' contribution to the scheme. Method 
(iii) would necessitate discussions with other poten
tial lenders. There can, however, be no certainty 
that alternative sources of private sector funds will 
be found. 

Policy options 
66. The options open to the Government which, if 
successful, might achieve reductions in future 
expenditure are set out above. Reductions of 
2\ per cent in 1977-78 and 5 per cent in later years 
could be achieved by method (i) simply by cutting 
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off ECGD refinance at the appropriate level. Under 
method (ii) an increase in the bank's refinancing 
threshold of 1 per cent of their non-interest-bearing 
sight deposits would reduce ECGD*s refinancing 
commitment by about £100 million in 1977-78 and 
by between £10 million to £15 million a year there
after. A larger increase in the threshold would 
have a proportionate effect on the level of 
refinancing. 

Cost escalation scheme 
67. The Export Credits Guarantee Department is 
empowered by the Export Guarantee Amendment 
Act 1975 to provide insurance against increases in 
certain costs of manufacturing capital goods for 
export or performing major projects overseas. 
These powers extend to 26 March 1977 after which, 
if the scheme were to be continued, they need to be 
renewed annually by Parliament. The costings 
below relate only to actual and prospective under
takings up to 26 March 1977. 

68. This expenditure represents the extent to which 
payments to exporters under guarantees, and 
administration costs, are expected to exceed the 
income from premium. In 1976-77 premium 
income is expected to exceed payments; from 
1977-78 until 1979-80 net expenditure of £5-5 
million is forecast with a small net surplus in the 
final year. These forecasts, which show lower net 
expenditure on the scheme than the Cmnd. 6393 
figures, are however, based on the present estimates 
of the rate of inflation, the continuing level of 
demand from exporters for the scheme and the 
extent to which they are successful in obtaining 
contracts. All these factors continue to be subject 
to a great deal of uncertainty. 

Additional bids 
69. The following table compares the revised 
estimates with those in Cmnd. 6393. 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Revised estimate. -1-8 2-9 2-1 0-5 -0-1 
Cmnd. 6393 . -7-7 8-6 1-8 1-7 — 

Difference . +S-9 -5-7 +0-3 -1-2 -
Although the surplus of premium over expenditure 
is now expected to be much lower in 1976-77 the 
only additional bid arises in 1978-79. Since this 
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expenditure in large part relates to commitments or 
contingent commitments already assumed by ECGD 
there is no way in which this can be avoided. 

REGULATION OF DOMESTIC TRADE AND 
INDUSTRY AND CONSUMER 
PROTECTION 

Protection of innovation 
70. Provision is made for the salaries and general 
administrative expenses of the Patent Office, for 
the United Kingdom contribution to the European 
Patent Office, and for certain international subscrip
tions. Forecast receipts from fees exceed expendi
ture, and overall the programme shows a net saving 
by comparison with Cmnd. 6393. 

Regulation of trading practices and consumer 
protection 

71. The forecasts include the Department of 
Trade's expenditure on salaries and general admini
strative expenses, less receipts from fees, in 
connection with the Departments Insurance, Com
panies and Insolvency Service Divisions and the 
Air Travel Reserve Fund. 

Additional bid 
72. The forecasts take account of the increased 
receipts and savings expected as a result of the 
Companies and Insolvency Bills now before 
Parliament. Forecasts of receipts in 1977-78 and 
1978-79 are slightly lower than in Cmnd. 6393. 
This has led to an additional bid of £0-5 million 
and £0-4 million in these two years respectively. 
Repayment of loans from the Air Travel Reserve 
Fund Agency will be lower by £2 million in 
1977-78 and £2 million in 1978-79, reflecting a 
reduction of £4 million in the Agency loan require-Agency (ESA) and the Training Services Agency 
ment in 1975-76. The Department of Trade do not (TSA) is mainlyfinanced by a grant-in-aid. 
consider that this reduction in receipts should be 
treated as an additional bid. Manpower Services Commission 
73. The provision also covers the Department of 77. The Commission carries out its functions 
Prices and Consumer Protection̂  expenditure on the within a general policy framework agreed with the 
Monopolies and Mergers Commission support for Secretary of State for Employment. Expenditure 
the National Council of Social Service in connection includes temporary additional resources (£80 million 
with the Citizen*s Advice Bureaux, the National in 1976-77 and £33 million in 1977-78) to provide 
Consumer Council,five nationalised industry con- additional employment and training facilities to 
sutner councils, the Royal Society for the Prevention mitigate the effects of high unemployment. The 
of Accidents, and also expenditure on research on Commission also operates" the Job Creation Pro
the safety of consumer goods. The temporary gramme on behalf of the Department 

support for certain consumer protection measures 
announced in " The Attack on Inflation " (Cmnd. 
6151) is included in the first year of the Survey. 

Additional bids 
74. There is an additional bid of £0-3 million in 
1977-78 only in order to continue for one year the 
Local Price Comparison Surveys which form part 
of the temporary consumer protection measures 
announced in Cmnd. 6151. Any compensatory 
savings will need to be found from the Departmenfs 
food subsidies expenditure in Programme 3, para
graphs 23 to 25. There is also an additional bid 
of £0-7 million in 1977-78, 1978-79 and 1979-80 
for the maintenance of consumer advice centres set 
up by special grant following Cmnd. 6151. 

Standards and quality assurance 
75. The main item of expenditure is the grant-in
aid to the British Standards Institution. Provision 
is also made for the Metrication Board where it is 
now assumed that peak activity will be reached in 
1977-78 (later than earlier forecast). Expenditure 
on quality assurance schemes and subscriptions to 
two international organisations are also included in 
this sub-programme. 

FUNCTIONING OF THE LABOUR MARKET 
IMPLICATIONS OF SURVEY FIGURES 
76. This programme aims to improve the func
ttoning of the labour market through the services 
provided by the Department of Employment, the 
Manpower Services Commission and local authori
ties. The expenditure of the Commission and its 
two executive arms, the Employment Services 



Employment services and employment rehabilitation 
78. The main expenditure is on the placing service 
of the ESA. Some 184 job centres were opened by 
the end of 1975-76 and it is planned to open another 
142 by 31 March 1977 as part of a temporarily 
accelerated programme for the years 1975-76 and 
1976-77. Subsequently the Survey figures will sup
port about 100 new centres a year. Grants and 
facilities under the Employment Transfer Scheme 
were improved as a means of assisting labour 
mobility in the special measures for alleviating un
employment; these improvements and the increased 
numbers of persons expected to be assisted to trans
fer are covered in the Survey for 1976-77. Provision 
for certain PSA services previously on an allied 
service basis has yet to be transferred from Pro
gramme 14. 
79. A special grant of £1 million has been provided 
in 1976-77 to strengthen the Careers Service 
operated by local authorities as part of the measures 
to alleviate higher unemployment amongst young 
people. The forecasts of local authority expenditure 
allow for demographic growth. £3 - 5 million has also 
been provided in 1976-77 for payment to employers 
of a recruitment subsidy for school leavers. 
Industrial training 
80. Additional provision has been made in 1976-77 
(£71 million) and 1977-78 (£33 million) to assist 
apprentice and other training in a period of high 
unemployment. The effect of the improvement in 
training allowances made as part of these measures 
will continue and is reflected in the Survey figures. 
The TSA's target for direct training, mainly in skill
centres and Colleges of Further Education, is 81,500 
in 1976-77 rising to 100,000 in 1980-81. Provision 
for certain PSA services previously on an allied 
service basis remains to be transferred from Pro
gramme 14. 
Redundancy fund payments 
81. Payments were madefrom the Fund to 363,000 
people in 1975-76 compared with 262,000 in 
1972-73, 157,000 in 1973-74, and 210.000 in 
1974-75. The forecasts assume a reduction in the 
latter half of 1976-77 from the high level of pay
ments in 1975-76 to a lower level likely to continue 
thereafter. They also include the additional ex
penditure arising from the provision of the 
Employment Protection Act for safeguarding sums 
due to employees in cases where employers are 
insolvent. 
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Industrial relations and other labour market services 
82. This includes the Advisory, Conciliation and 
Arbitration Service, the Office of Manpower 
Economics and DE staff engaged on manpower 
policy, incomes and industrial relations work. Sub
stantial extra provision has been made in this 
programme for temporary measures to alleviate 
higher unemployment. £91 million in 1976-77 and 
£30 million in 1977-78 have been provided for the 
Temporary Employment Subsidy payable to certain 
employers who are prepared to retain employees 
who would otherwise be redundant. £63-1 million 
in 1976-77 has been allocated to the Job Creation 
Programme which supports projects sponsored by 
local authorities, voluntary bodies and others to 
provide socially-useful work for unemployed persons 
and particularly for unemployed young people. The 
grant to Community Industry has also been 
increased from 1976-77 onwards to raise the 
number of places provided for socially-disad
vantaged and unemployed young people from 3,000 
to 4,000. 

ADDITIONAL BIDS 

Employment services and employment rehabilitation 
83. 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

0-2 6-9 13-9 ISO 12 0 

Provision is needed for the dispersal of MSC and 
its Agencies to Sheffield, for which preliminary costs 
are now available. Staff increases are required in 
MSC for growing audit and manpower intelligence 
needs. 

84. Extra staff are required by ESA for a vacancy 
survey in 1979-80 and 1980-81. For 1980-81 
provision is also needed to meet the full-year costs 
of the job centre and staff build-up in the previous 
year. There is a bid for the Employment Transfer 
Service to cover the continuation from 1977-78 of 
the present improved level of payments, and a bid 
to cover a shortfall in the transfer from the Central 
Computer Agency in respect of the CAPITAL 
computer project for an improved placement service 
in London. 
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Industrial training 
£ million 

1977-78 1978-79 1979-80 1980-81 

35-4 42-3 37-6 50-4 

85. Most of this represents a contingent bid for 
1977-78 onwards for the cost of introducing pro
posals for collective funding of initial training hi 
industrial skills. The rest reflects a reassessment 
of the costs of meeting existing TOPS training targets 
and some change in the balance of the programme. 
They involve extra staff (rising to an extra 1,100 
over present forecasts at 1.4.80), increased fees at 
Colleges of Further Education hi 1977-78 and 
additional allowances (with associated administra
tive expenditure) in 1980-81, partly offset by 
reductions in CFE fees and in allowances in 1978-79 
and 1979-80. 

OFFSETTING SAVINGS 
86. Offsetting savings to cover the firm MSC, ESA 
and TSA bids (including the costs of dispersal) 
would need considerable changes in most of the 
Commission̂  programmes. For instance, the ESA's 
jobcentre programme would need to be cut by 25 
per cent in each year, the scope and usage of the 
Employment Transfer Scheme by one-third and the 
TSA's trainee targets by some 4,000 in 1977-78 
progressively to 7.000 in 1980-81. However, the 
Commission would have to be consulted on the 
way in which any savings could be accommodated 
within its forward plans. Some savings to offset to 3,000 
part of collective funding are possible but the figures

* Legislation would be needed. are necessarily as tentative as those hi the bid. 

Industrial relations and other labour market services 
£ million 

1976-77 1977-78 1978-79 1979-80 1980*41 

1-0 2-9 2-9 2-8 2-8 

87. Additional provision is needed lo meet the cost 
of extra staff (rising to an extra 100 at the end of 
the period) required by the Arbitration, Conciliation 
and Advisory Service to meet its enhanced work 
loads, and in various DE Divisions to implement 
the Employment Protection and Trades Unions and 
Labour Relations Acts and to monitor the Govera
menfs pay policy. Extra staff are also required to 
meet the higher case load expected for Industrial 
Tribunals. The Government may also decide to 

finance a scheme of compensation for deep sea 
fishermen affected by the interim Anglo-Icelandic 
fisheries agreement 
Compensating savings would have to fall on the 
grant to Community Industry or the staff costs of 
the Office of Manpower Economics. 

POLICY OPTIONS 
88. The savings required by 
as follows: 

Cut job-centre programme by 25 per 
cent after 1977-78 . 

Restrict scope and use of Employ
ment Transfer Scheme 

Postpone three new rehabilitation 
centres 

Reduce T O P S scheme by 4,000 
rising to 7,000 places 

Effect of TOPS reductions on l.a. 
loan sanction .  .  .  . 

t Reduce assisted training in 
industry . . . . . 

f Charge for direct training services 
in assisted areas 

Reduce training allowance lead over 
U B from 75 per cent to 65 per cent 

Cut TSA Management budget 
"t Reduce rate of redundancy pay
ment rebate from 50 per cent to 40 
per cent 

Reduce TES rate from £20 to £15 
for last quarter of eligibility 

Reduce Community Industry places 

the ground rules are 

£ million 
1977 1978 1979 1980 
-78 -79 -80 -8' 

- 1 6 2 3 3-0 

3 1 3-1 3-1 2-5 

-   0-9 

4-2 9-2 10 0 10-0 

1-0 1  0 1  0 1  0 

1-7 3-2 3-3 3-4 

0 7 o-7 0-7 Ol 

2  4 2-6 2-8 3-0 
0 1 0-3 0-3 0-3 

t Extra costs would be imposed on employers. 

CENTRAL AND MISCELLANEOUS SERVK*S 
Employment 
89. This programme covers expenditure on 
Health and Safety Commission, services for &f 

w 0seriously disabled, international relations
(mainly the United Kingdom subscription to ^ 
International Labour Organisation), the Roy* 
Commission on the Distribution of Incomes a0" 
Wealth and central and common services. 
90. Services for the seriously disabled cons^ 
mainly of grants to Remploy Limited, local author1" 
ties and other bodies providing training a n ^ 
employment under sheltered conditions. The fot*" 
casts provide for a rate of expansion of aboo* 
200 jobs a year to 1979-80. 



4. Trade, Iitdaatrv and Employment 

9*- The Health and Safety Commission (HSQ, 
with its executive arm the Health and Safety 
Executive (HSE), carries out its functions within 
a general policy fnjmework agreed with the 
Secretary of State. The Commission isfinanced by 
grant in aid. As required by the 1974 Health and 
Safety at Work Act, the Commission has begun the 

of rationalising the structure of the various 
inspectorates and extending protection to some 
8 tmllion employees not previously covered by the 
Act. The survey includes provision for an increase 
in the staffing of the Factory Inspectorate. The 
Commission has had to delay certain parts of its 

 0 1Programme  developments and it will be some 
time before it is able to meet all its responsibilities 
"Oder the Act. Constraints on the level of local 
authority expenditure is also likely to lead to delay 
-n those authorities taking additional enforce-
Went functions under the Act. Provision for 
certain PSA services previously provided on an 
allied service basis remains to be transferred from 
Programme 14. 
Additional bids 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

2-4 4-2 1-4 1 1 0-6 

9z The main item of extra expeaditure is for 
Premises needed for the reorganisation of HSE. 
More money is also needed to cover increases in 
rates and certain other services formerly provided 
^ an allied service basis. In 1980-81 the other 
Addition is for staff and associated expenditure to 
"fcet the full-year costs of the build-up in the 
Previous year. Compensating savings would have 
1 0 fall mainly on staff costs, which would impede 
ôrganisation and delay further the implementation 

0 1 the Health and Safety at Work Act. 

Policy options 
93. The ground rules would require the following 
savings; 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

research programme by 
0-3 0-3 0 3 0 3 

A"0lish Royal Commission 
0 0 Distribution of Income 
and Wealth . 0 4 0-4 0-4 0-4 

^ u c  e number of Remploy 
-^ricers by 300 - 0-6 0-6 0 6 

Department of Prices and Consumer Protection 
94. Provision is made for salaries and general 
administrative expenses of the Department, and for 
the Price Commission up to 31 March 1977. No 
provision is included for the Price Commission 
during the period April-July 1977, or for any price 
reference work after this date. 

Additional bids 
95. Provision is sought for the Price Commission 
to fulfil its statutory obligation to operate the Price 
Code up to July 1977 and for its work on price 
reference thereafter. An additional £2-5 million 
is sought in 1977-78 and an extra £1-0 million 
in later years. A further £0-1 million is required 
in 1978-79 onwards for general and administrative 
expenses. But this apparent increase arises solely 
from the way in which the Surveyfigures have been 
calculated and rounded. Any compensatory 
savings will need to be found from the Depart
ment s food subsidies expenditure in Programme 3.9, 
paragraph 25. 

Departments of Trade, Industry and Energy 
96. Provision is made for salaries and administra
tive and miscellaneous expenses of the Departments 
(except those of the Patent Office and Insurance, 
Companies and Insolvency Divisions, which are 
carried on relevant sub-programmes). 

ASSISTANCE TO POORER ENERGY 
CONSUMERS 

Additional bid 
97. Officials are working on a package of measures 
within a cost of £25 million designed to help a 
limited class of poor consumers next winter. These 
range from a coupon entitling consumers to £10
worth of cheap energy, to a discount of say 12$ per 
cent on electricity bills. It is not yet agreed whether 
any costs would be carried on this Programme or 
on Programme 12 (Social Security). There are no 
offsetting savings available within either Programme. 

£ million 

1976-77 1977-78 

1 5 0 100 
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5. Nat ional ised Industries' Capital Expenditure 

T A B L E 5 

Summary of capital expenditure by nationalised industries £ million at 1976 Survey prices 

1971-72 1972-73 1 9 7 3 - 7 4 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-41 

Total capital expenditure 3,103-0 3,070 5 2,743-1 3,377-6 3,841-6 3,690-4 3,309-5 3,476 6 3,612-6 3,612-5 

Changes since Cmnd. 6393
Cmnd. 6393 revalued

General 
1. The investment programmes of the nationalised 
industries are the subject of a separate report to 
Ministers which includes consideration of options. 
The differences between the baseline figures shown 
above and those being recommended to Ministers 
for the Survey period are in summary as follows: 

£ million 

1980 
-77 -78 -79 -80 -81 
1976 1977 1978 /979 

Total programme -1-25 - 3 +305-0 +321-0 +151-1 +244-8 

The increase in 1976-77 reflects the fact that the 
base line for this year was the cash limit included 
in the FSBR. In later years the comparison is 
distorted by the inclusion of proposed expenditure 
by the British National Oil Corporation (BNOQ of: 

£ million 

1980-811977-78 1978-79 1979-80 

260 275 300 350 

This is because there was no provision in Cmnd. 
6393 beyond 1976-77, and it was stated that when 
proposals were formulated they would be a charge 
on the Contingency Reserve. 

Policy options 
2. The guidelines for the Survey did not require 
that 2\ and 5 per cent illustrative options should be 
applied in detail to the investment programmes of 
the nationalised industries, but Ministers were told 
that the industries would nevertheless be asked to 
identify options of the same order of severity. They 
have been pressed to do this, and the options which 
were identified are set out in the separate report 
together with an assessment of the consequences 
of adopting each of them. 

- 
 4,047 1 3,730-6 3,309-5 3,476-6 3,612-6 

 -205-5 -40-2  -

British Aerospace and British Shipbuilder!! 
3. These new corporations are being considered 
wholly within the Survey, le. they are not within 
the separate report on existing nationalised indus
tries. Accordingly an additional bid has been 
submitted in respect of the capital expenditure of 
the two corporations, assuming vesting dates late 
in 1976. This is an automatic consequence 
of nationalising the two industries. It is not 
possible to carry out a review of the likely future 
investment plans and capital requirements of the 
two corporations before the corporations themselves 
have been able to formulate their plans on the 
basis of information from the companies. The 
estimates repeat the indicativefigures mentioned 
in the text of Cmnd. 6393 but not included in the 
totals and represent no more than a broad pro
jection of the capital requirements of the vesting 
companies when in private ownership. 
4. The estimates do not include expenditure on 
research and development—which is particularly 
significant in the case of British Aerospace—as this 
falls on the revenue rather than the capital account. 

British Aerospace 
£ million 

1976 
-77 

1977 
-78 

1978 
-79 

1979 
-80 

1980 
-81 

Fixed investment. 
Increase in stocks and 
work in progress 

4  0 

0  0 

8  0 

0-0 

10-0 

12 0 

10-0 

2 5  0 

10-0 

25 0 

4-0 8 0 22-0 35*0 35-0 

British Shipbuilders 

Fixed investment. . 2 0 0 50-0 5 0 0 50*0 5 0 0 
Increase in stocks and 
work in progress 6-0 6 0 6 0 6 0 6*0 

26-0 5 6 0 56 0 56 0 56-0 



6. Roads and Transport 
T A B L E 6 £ million at 1976 Survey prices 

1971-72 1 9 7 2 - 7 3 1973-74 1974-75 1975-76 1976  7 7 1977-78 1978-79 1979-80 1980-81 

E N G L A N D 

Motorways and trunk roads 

New construction and 
improvement 394-8 362-4 430 3 4(7-0 427-2 372-4 360-7 327-8 329-8 328 1 

Maintenance and other current 
expenditure 50-4 73-3 82-7 46-9 55-5 62-7 59-6 60-1 60 7 62-4 

Total  . . . . 445-2 435-7 513 0 463 9 482-7 435-1 420-3 387-9 390-5 390-5 

Local transport 

Capital: 
Investment by local transport 
authorities; 
Roads—new construction 

and improvement 409-9 397-3 432-6 336-7 310-3 336*8 288-3 246-7 246-3 246 3 
Car parks 3 2 6 28-0 23-9 28-1 18-3 31-4 24-7 19-4 19-2 19-2 
Public transport investment. 72-0 135-9 129-6 139-2 146-0 153-2 145-4 135-4 129-9 129-9 

Current: 
Roads—maintenance 391-2 404-9 394-8 381-2 394-5 375-3 348-5 321-5 321-5 321-5 
Carparks  . . . . 0 4 — -0-1 -0-3 -2-5 -6-7 -15-9 -25-1 - 2 5 0 - 2 5 0 
Other expenditure 5-2 6-9 9-1 10-3 9-7 11-1 12-1 12-5 13 0 12-9 
Local authority administration 104-9 103-4 113-4 129-6 1360 136-1 132-2 128-1 128-1 128-1 
Passenger transport subsidies: 
British Rail 15-4 1 5 0 37-6 21 0 22 0 23-0 23-0 23-0 23 0 
Other  . . . . 5-7 7-3 17-7 133-9 153-4 106 9 81-2 54-6 54-6 54-6 

Concessionary fares 9-7 17-2 27-1 50-8 63-1 59 0 48-6 50-6 52-4 52-4 

TotaTotall  .. .. .. .. 1.031-6 1,116-3 1,163-1 1,227-1 1.249-8 1,225-1 1,088-1 966-7 963-0 962-9 

TotaTotall EnglanEnglandd 1,476-8 1,552 0 1,676 1 1,691-0 1,732-5 1,660-2 1,508-4 1,354-6 1,353-5 1,353-4 

SECRET 35 



T A B L E 6 (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

W A L E  S 

Motorway and trunk roads 

New construction and 
improvement 

Maintenance and other current 
expenditure 

44-6 

5-4 

44-7 

6-0 

32-4 

7-6 

24-9 

5-7 

49-0 

6 1 

55-0 

7 1 

52-3 

7-1 

54-9 

7-1 

55-8 

7-1 

55-8 

7-1 

Total .  .  .  . 50-0 50-7 40-0 30-6 55-1 62 r 59-4 62-0 62-9 62-9 

Local transport 

Capital: 
Investment by local transport 
authorities: 
Roads—new construction 
and improvement . 

Carparks 
Public transport investment 

20-6 
1-1 
0-2 

27-8 
1-4 
0-5 

29-9 
1-7 
0-2 

30-4 
2-3 
0-2 

21-4 
2 1 
0-6 

26-7 
1-6 
0 6 

24-4 
1-5 
0-6 

24-8 
1-4 
0-6 

25-5 
1-4 
0-6 

25-5 
1-4 
0-6 

Current: 
Roads—maintenance 
Car parks .  .  .  . 
Other expenditure 
Local authority administration 
Passenger transport subsidies . 
Concessionary fares 

32-8 
- 0  1 
0-1 
7-1 
0-4 
0-4 

33-8 
-0-2 
0-3 
6-8 
0-4 
0-9 

35-9 
- 0 2 
0-3 
7-7 
0-7 
1-1 

34-3 
— 
0-3 
10-1 
1-4 
1-9 

34-0 
-0-2 
0 1 
9-9 
3 0 
2-4 

28-8 
-0-2 
0  1 
10-2 
5-5 
2-5 

28-5 
-0-2 
0 1 
8-8 
5-5 
2-6 

2 8 0 
-0-2 
0  1 
8-6 
5-5 
2-7 

27-5 
-0 - 2 
0  1 
8-6 
5-5 
2-9 

27-5 
-0-2 
0 1 
8-6 
5-5 
2-9 

Total .  .  .  . 62-6 71-7 77-3 80-9 73-3 75-8 71-8 71-5 71-9 71-9 

Total Wales . 112-6 122-4 117-3 111-5 128-4 137-9 131-2 133-5 134-8 134-8 



T A B L E 6 (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1 9 7 3 - 7 4 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

S C O T L A N D 

Motorway and trunk roads 

N e w construction and 
improvement 

Maintenance and other current 
43-5 4 0 0 31-3 39-7 43-5 47-9 62-8 59-4 60-2 60 2 

expenditure .  .  .  . 8-6 9-1 11-3 7-5 8-2 9-3 9-2 9 1 9-1 9 - t 

Total .  .  .  . 52-1 49-1 42-6 47-2 51-7 57-2 72 0 68-5 69-3 69-3 

Local transport 

Capital: 
Investment by local transport 
authorities: 
Roads—New construction 
and improvement . 

Car parks 
Public transport investment 

59-8 
0-6 
3  0 

69-5 
1-7 
5-4 

72-5 
3 6 
4-1 

63-4 
3-4 
8-3 

52-8 
1-8 
111 

53-9 
1-8 
19-2 

49-8 
1-7 

23-3 

4 7 0 
1 6 

21-6 

47-5 
1-5 

24-5 

47-5 
1-5 

24-5 

Current: 
Roads-maintenance 60-4 57-2 58-0 52-0 53-6 54-6 51 4 48-6 49-0 49 0 
Car parks 

Other expenditure 
Local authority administration 
Passenger transport subsidies: 
British Rail 

0-4 
8 1 

— 

0-4 
8-9 

— 

0 5 
8-9 

0-5 
9-2 

3-6 

0-5 
9 0 

8-0 

0 -6 
9-5 

8-4 

0-6 
9-6 

8-4 

0 5 
9-4 

8 -4 

0-5 
9-5 

8-4 

0-5 
9-5 

8-4 
Other .  .  .  . 0-5 3-4 -6-2 7-4 7-9 14-1 13-7 13-5 13-7 13-7 
Concessionary fares . 2-2 3-7 5-8 5-5 10-8 15-2 16 0 17-3 18-9 18-9 

Total .  .  .  . 1350 150 2 159-6 153-3 155-5 177-3 174-5 167-9 173-5 173-5 

Total Scotland 187-1 199-3 202-2 200-5 207-2 234-5 246-5 236 4 242-8 242-8 

Total Great Britain: Motorways 
SIK) t r u s t roads and local transport 1,776-5 1.873-7 1,995 6 2,003-0 2,068-6 2,032 6 1,886-1 1,724-5 1,731-1 1,731-0 
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T A B L E 6 (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Central GoTeramctit subsidies 
NATIONALISED INDUSTRIES 
British Rail  . . . . 130 3 152-7 226 0 461-3 460 I 433-2 395-6 374-9 385-6 385-6 
British Waterways Board . 6-4 7-0 7-6 S-S 10-3 I I -1 11-5 11-5 11-5 11-5 
National Freight Corporation . 14-3 6 0 2-4 — 7-9 — — — 
London Transport Board . 
National Bus Company . 0-5 11-4 
Scottish Transport Group 0-9 1-2 1-2 0 9 4 0 3-9 3-3 3-3 3-3 3-3 

OTHER 
N e w bus grants to private 
operators  . . . . 0-9 3-4 3-6 3-4 4-7 4-7 4-7 4-7 4-7 2-4 

Other Central Government 
subsidies  . . . . 0 5 0-3 0-4 0-7 1 1 4-8 4-7 4-6 4-6 4-6 

Total  . . . . 153-8 1820 241-2 475-1 488-1 457-7 419-8 399 0 409-7 407-4 

Ports and shfppfctg
Ports 55-9 74-0 37-7 3 4 0 53-8 57-7 63-8 48-1 35-4 37-1 
Shipping services 7-1 6-9 8-4 9-3 1 1 0 10-9 10-2 9-6 9-7 9-2 

Total  . . . . 63-0 80-9 4 6 1 43-3 64-8 68-6 74-0 57-7 45-1 46-3 

Civil aviation 
C A A grant in aid — 50-2 50-2 44-5 60-5 41-2 22-3 14-3 8-6 2-1 
Capital investment by the C A A 
and local authorities 14-8 21-9 30-4 25-7 2 2 1 27-1 30-1 32-9 30-2 25-2 

Other civil aviation services 46-2 5-9 10-4 12-7 16-1 15-6 15 8 14-8 14-4 1 2 2 

Total  . . . . 6 1 0 78-0 91-0 82-9 98-7 83-9 68-2 62-0 53-2 39-5 

Other transport services 
Roads and transport 

administration 21-6 2 4 1 24 0 26-3 25-5 25 1 24-4 24-8 24-7 24-7 
6-0 3-3 2-7 18-7 11-8 0-2 -0-9 - 0 9 -0-9 -0-9 

TotaTotaTotalll  ... ... ... ... 27-6 27-4 26-7 45 0 37-3 25-3 23-5 23-9 23-8 23-8 

V AV AV A TTT paipaipaiddd bbbyyy localocalocalll authoritieauthoritieauthoritiesss ... 13-7 14-8 14-6 14-6 14-7 17-5 17 0 16-7 16-6 16-6 

GranGranGranddd TotaTotaTotalll ... 2,095 6 2,256-8 2,415-2 2,663-9 2,771-7 2,685-6 2,488-5 2,283-7 2,279-3 2.264-9 

Changes from Cmnd. 6393 revalued. -66-2 -12-8 -11-2 -3-1 -3-3 
Cmnd. 6393 revalued 2,837-9 2,698-4 2,499-7 2,286-8 2,282-6 

1. The Government publisheda Consultative Docu- Authorities have been asked to examine and 
ment on Transport Policyin April 1976. Views on comment on the Cmnd. 6393 proposals for local 
it are to be returned to the Department of the authority expenditure. 
Environment by theend of July. The Government 
arecommitted tomake a subsequent detailed state
ment of their views on howtransport should develop. 3. These consultationsmay lead to revision of the 
2. In addition the Consultative Council in England priorities set out below-which are essentially
and Wales and the Convention of Scottish Local unchanged from thosein Cmnd. 6393. 



MOTORWAYS AND TRUNK ROADS 
Implications of Survey figures 
ENGLAND 

Capital Expenditure 
4. Although the reductions announced in Cmnd. 
6393 will be concentrated on lower priority schemes, 
the loss of economic and environmental benefit will 
be considerable and the completion of an inter
connected network of high quality roads, will be 
delayed until the mid-1980s. Many roads schemes 
on which preparatory work has already been in 
progress for several years and on which expectations 
have been aroused will now have to be held back for 
3 to 4 years. 

Current Expenditure 
5. The reductions in expenditure announced in 
July 1975 are to be applied to all-purpose trunk 
roads but not to motorways. Motorway matnten
ance expenditure must continue torise as more of 
these roads are built, and as much structural 
maintenance is required on the older stretches. 
For all-purpose trunk roads, spending on structural 
repairs is planned to be held steady at a low level 
following the increased expenditure in 1971 to 1974 
under the Marshall Programme, but towards the end 
of the Survey period the need for this type of 
maintenance may grow again, in which case the 
present provision would be inadequate. The 
reductions announced in July will mainly affect the 
appearance of the trunk roads and their riding 
quality. If these reductions reduce safety margins a 
further review will be required. 

SCOTLAND 

6. The cuts announced in Cmnd. 6393 have delayed 
the completion of motorways in central Scotland and 
the improvement of major roads which are not related 
to oil development. Procedural and other delays, 
some related to the postponement of Kessock Bridge, 
have meant that progress on the oil related routes, 
notably A9, has been slower than expected. 

WALES 

7. The whole of Wales now has some form of 
assisted area status. The motorway and trunk road 
programme has lagged behind that of England and 
Scotland. In view of the importance of good road 
communications to industrial development, effort 

is currently being concentrated on the early comple
tion of the M4 across South Wales. There remains 
however a need to improve east-west communications 
across North Wales and it is intended to concentrate 
resources on the A55 in the later years of the Survey 
period. 

Policy options 
ENGLAND 

8. The effect on capital expenditure of the illustra
tive reductions would be to delay certain schemes by 
3 to 4 years and to prolong the existing delays on 
others. 
9. On current expenditure the illustrative reductions 
would bring forward the time when there would be 
a reduction in safety standards especially as the effect 
of these further reductions would be cumulative. 

SCOTLAND 

10. The application of the illustrative reductions 
would mean significant further delays to important 
schemes in the trunk road programme, including 
those related to oil development which have 
previously been exempt from cuts. Reducing 
expenditure on maintenance would necessarily in
volve some deterioration in the standard of trunk 
roads. If safety were affected, the situation would 
need to be reviewed. 

WALES 

11. The effect of the illustrative reductions would 
be to delay part of the important A55 programme 
or to result in the shelving of other smaller but 
desirable projects. 

Summary of illustrative reductions 
£ million 

1977-78 1978-79 1979-80 1980-81 

England 
Road construction 9 0 16-4 16-6 16-5 
Road maintenance 1-5 3-0 3 0 3-1 

Scotland 
Road construction 2-7 5-1 5-1 5 1 
Road maintenance 0-3 0-6 0-6 0-6 

Wales 
Road construction — 1-0 2  0 
Road maintenance J-0 1-0 1-0 
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LOCAL TRANSPORT 
Implications of Surrey figures 
ENGLAND A N D W A L E S 

12. Within the block transport supplementary 
grant (TSG) system local authorities are free to 
determine their own priorities, so the allocation 
of expenditure between headings in the local trans
port section of Table 6 can only be indicative of 
the main trends expected, especially in the later 
years. The extent to which existing policies can be 
carried out within the Survey base figures varies 
from service to service. Consultation on transport 
policy with the local authority associations and 
others may require some revision of priorities. For 
these reasons no material changes are proposed for 
expenditure in England at this stage apart from an 
additional bid for concessionary fares. However, 
there is likely to be great pressure on the Govern
ment for increases in certain items of local authority 
Current expenditure and in particular for an increase 
to the level of revenue support for public transport. 
Such increases would have to be m a d e at the 
expense of capital expenditure although it is possible 
that they could be too big to be offset by savings 
in local authority capital expenditure alone. If the 
amount of revenue support decided upon is to be 
held at the desired level, steps to ensure that local 
authorities do not exceed that level may need to 
include legislation to restrict the discretion of local 
authorities. 

13. Similar considerations apply to Wales, but a 
switch of expenditure from road maintenance to 
road construction has been made to reflect the likely 
pattern of expenditure. 

SCOTLAND 

14. Inherited commitments and schemes essential 
to safety, or to support housing and industrial 
development, together with the major Glasgow 
Underground and Clyderail projects, take up most of 
the available funds. There is little scope for new 
schemes to implement the policies of the new local 
authorities. 

Additional bid 
CONCESSIONARY FARES : E N G L A N D 

15. During the RSG negotiations in late 1975 it 
became clear that the existing provision for 1976-77 
and subsequent years was inadequate because the 

data on which the estimates were based was inade
quate. The provision for 1976-77 only was 
increased by £9-5 million (1975 Survey Prices); this 
was partly provided from savings of £6-5 million 
(at 1975 Survey prices) on local transport adminis
tration. Local authorities were asked to reduce 
future expenditure by 10 per cent below the forecast 
for 1976-77. But the expenditure in 1975-76 has 
turned out to be higher than expected and it is now 
estimated that expenditure in 1977-78 and later 
years on existing Government policies is likely to 
be at least £20 million a year above the present 
provision. The additional bid is based on this 
estimate. If, however, authorities spend as their 
1976-77 budget estimates suggest, expenditure 
would be over £25 million a year above the present 
provision. The Consultative Council has set up a 
working group to investigate current schemes; it 
will produce revised estimates of cost by mid June. 
Subject to the outcome of this review, the options 
are likely to be: 
(a) Make additional provision to cover the cost 

of continuing to leave local authorities with 
unfettered discretion in this field. 

(b) Find offsetting savings within the local trans
port block. Local authorities are likely to 
resist finding savings from other local trans
port services for an area of expenditure in 
which they believe the Government has con
sistently underestimated the cost. The 
Treasury consider that if savings from the 
local transport block were insufficient, the 
balance would be available elsewhere within 
the DOE's Roads and transport programme. 

(c) Take steps to restrain expenditure on con
cessionary fare schemes. As further circulars 
to local authorities are unlikely to be effec
tive, legislation would probably be required, 
but this would be strongly opposed par
ticularly by the metropolitan authorities, and 
it may be that any national scheme could 
only be achieved with a net increase in 
expenditure. 

Policy options 
ENGLAND 

General 
16. Any prediction of how reductions in local 
transport expenditure would be applied by local 
authorities can only be indicative. The text which 



follows is based on the arbitrary assumption that 
cuts of 2\ per cent in 1977-78 and 5 per cent there
after will fall on each line apart from passenger 
transport subsidies to British Rail, current expendi
ture on car parks and concessionary fares. For these 
services no illustrative reductions are offered. To 
compensate, additional reductions have been made 
to the provision for local transport-roads capital 
expenditure. 

Capital: 
Roads-new construction and improvement
17. Whilst the illustrative reductions could be 
achieved without halting any road project already 
started the margin available for starting new pro
jects would be even further reduced, particularly in 
1977-78 and 1978-79 when a number of schemes 
would have to be cancelled or deferred. Coming on 
top of already severely restricted local authority 
road construction, the reductions would have a 
significant effect on the civil engineering industry. 

Car parks 
18. The reductions would require the cancellation 
or postponement of perhaps two medium sized 
multi-storey car parks in 1977-78 and three in each 
of the following years. That the effect is so small 
is due to the fact that local authority expenditure on 
car parks has already been reduced to a low level. 

Public transport investment 
19. Investment in new buses is not directly con
trolled by the Government but is influenced by the 
new bus grant. It is therefore uncertain whether 
in the short term the illustrative reductions are 
achievable. New bus investment was shielded from 
formula reductions last year because of the Govern
ment'g commitment to public transport The future 
of the new bus grant is currently under review. 
20. The effect of the illustrative reductions on 
public transport capital projects would be that 
virtually nothing would be left for new projects 
to be started in 1977-78 and 1978-79. 

Current: 
Roads—maintenance 
21. The Consultative Document on Transport 
Policy accepts that whilst maintenance standards 
have to be reduced these should not fall below the 
point at which road safety is jeopardised or road 
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surfaces break up. Further reductions might mean 
that these criteria could not be met In addition 
failure to preserve the structural integrity of roads 
would imply very heavy expenditure on their future 
reconstruction. Cuts in maintenance expenditure 
would mean even greater reduction of labour forces 
than cuts on new construction. 

Car parks 
22. The existing provision assumes the doubling 
in real terms of car parking revenue between 
1975-76 and 1978-79. DOE officials judge that it 
is unlikely that this will be achieved and hence, 
it would be unrealistic to project a further increase 
in receipts. It is also unlikely that reductions in 
operating and maintenance expenditure could be 
achieved and hence no illustrative reduction is 
shown. 

Other current expenditure 
23. This line provides in the main for publicity and 
training for road safety. Local authorities have only 
recently become statutorily responsible for this 
function which would make it difficult to ask them to 
reduce their expenditure on it. 

Local authority administration 
24. If the illustrative reductions were introduced on 
local transport as a whole corresponding reductions 
on administration would be feasible. 

Passenger transport subsidies—British Rait 
25. This line covers payments by PTEs in support 
of British Rail services provided at their request. 
Because these payments are levied by British Rail 
after assessment of their operating deficits arising 
from the PTE services, the consequence of a cut 
would be either that British Rail would show a 
deficit on their passenger service or, more probably, 
that they would curtail or withdraw services. No 
reductions are therefore shown. 

Passenger transport subsidies—other 
26. Cmnd 6393 already envisages a 56 per cent 
reduction in revenue support for buses and under
ground between 1975-76 and 1978-79. This follows 
the very rapid increase in subsidy in 1974 when fares 
were in many cases held down while costs rose 
sharply. In 1975 fares rose on average about 50 per 
cent and further substantialrises in real terms will be 
necessary in 1976 and beyond. 
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27. The possibility of an illustrative reduction on 
these subsidies raises wider issues of the development 
of policy in this area where the Government is under 
some pressure and where there are real difficulties 
in controlling expenditure. These issues will be 
considered in the context of the consultations on 
transport policy. 

Concessionary fares 
28. In view of what has been said above about 
concessionary fares, no illustrative reductions are 
offered. 

SCOTLAND 
29. It would be unrealistic to expect to achieve any 
guaranteed savings on current expenditure: the 
illustrative reductions are concentrated exclusively 
on capital expenditure. They would mean cutting 
out on average 10 per cent of all new schemes in 
1977-78 and later years. The effects would be 
cumulative and programmes would be substantially 
set back. New schemes would be largely limited to 
essential bridge replacement and support of housing 
and industrial development. 

WA L E S 
30. Local authorities generally are claiming that 
highway maintenance is at a practically irreducible 
level and the illustrative reductions have been 
concentrated on highway capital works. 

31. The policy options are summarised below: 
£ million 

1977 1978 1979 1980 
- 7 a -79 -80 -81 

England: 
Capital 
Road construction 8-7 14-7 14-8 14-8 
Car parks .  .  .  . 0-6 1-0 1-0 1-0 
Public transport investment 3*6 6-8 6-5 6-5 

Current 
Road maintenance 8-7 16 1 16 1 16-1 
Other expenditure . 0-3 0-6 0-6 0-6 
Local authority administration 3-3 6-4 6-4 6-4 
Bus and underground revenue 
subsidies .  .  .  . 2-0 2-7 2-7 2-7 

Scotland.-
Capital 

Road construction 3 1 5-9 6-2 6-2 
Car parks .  .  .  . 0-1 0-2 0-2 0-2 

Wales: 
Road construction 2-3 4-7 3-8 3-8 

CENTRAL GOVERNMENT SUBSIDIES 
British Railway! Board 
32. The largest item in this block is support to the 
British Railways Board. Passenger subsidies enable 
the Board to meet the public service obligation laid 
on it by the Government under the Railways Act 
1974 and, as proposed in Cmnd. 6393, are assumed 
not to increase in real terms over the Survey period. 
Transitional grants were introduced in (975 to meet 
freight losses, which are not expected to be 
eliminated before 1978. The Board's historic 
pensions liabilities are also supported, including 
from 1979-80 provision to put these pension funds 
on a properly funded basis. Total subsidies are: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

433-2 395-6 374-9 385-6 385-6 

Implications of Survey figures 
33. The Board are still examining the implications 
of stabilising passenger grant; but the Consultative 
Document on Transport Policy says plainly that 
substantial increases in revenue from fares and 
charges, and reductions in costs are essential-
Elimination of the freight deficit by 1978 would 
require a substantial improvement from the current 
position and the Board have argued strongly that 
they cannot achieve this. 

Policy options 
34. As the pensions obligation is virtually inescap
able any reductions would have to fall on the 
railway business, as follows: 

£ million 

1977-78 1978-79 1979-80 1980-81 

9-9 18-7 19 3 19-3 

For the reasons given above it is uncertain whether 
these reductions are attainable at all and a decision 
now would pre-empt discussion of the Consultative 
Document. 

British Waterways Board 
35. The British Waterways Board receives grants 
under the Transport Act 1968 for essential main
tenance of waterways and improvement to modern 
standards of bridges carrying public roads over them. 
These grants have been increased marginally above 



Cmnd. 6393 (offset elsewhere) to reflect late changes 
in the Board's forecast deficits. A report recently 
received from consulting engineers endorses the 
Board's opinion that support is still insufficient to 
meet its statutory obligations. Policy for the water
ways is now under review in the light of both the 
consultants report and the proposal to merge the 
Board with a reorganised water industry. In these 
circumstances, no increase in provision is proposed. 

Policy options 
36. This would entail the following reduction but 
for the reasons given above may not be attainable : 

£ million 

1977-7S 1978-79 1979-80 1980-81 

0-3 0-6 0-6 0-6 

Scottish Transport Group 
37. The Scottish Transport Group receives grants 
for its loss-making shipping subsidiaries David 
MacBrayne Ltd. and Caledonian MacBrayne Ltd., 
which run passenger and freight services to the 
Western Isles and on the Clyde, and which have no 
prospect of increasing revenue to cover costs. 

Additional bid 
38. Additional provision of £0-2 million is 
sought in 1977-78 and succeeding years for payment 
of grant to cover interest on loans to the Group's 
shipping subsidiaries. If this additional bid is 
accepted, corresponding reductions will be made 
from the Scottish Office*s provision for new construc
tion of roads and for ports. 

Policy options 
39. Cuts in grants would amount to £0-1 million in 
1977-78 and £0-2 million in succeeding years and 
would require increases in revenue from fares greater 
than costs. 

National Freight Corporation 
Additional bid 
40. The National Freight Corporation received 
temporary support in 1975-76. The Minister for 
Transport announced on 12 May 1976 that further 
grant up to £11 million would be paid for the 
coming months. Subsequent requirements will be 
considered in the light of a report from consultants 
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but in the meantime the NFCs investment pro
gramme has been reduced to allow for token 
additional bids of £18-2 million in 1976-77 and 
£9 1 million in 1977-78. 

New bus grants to private operators 
Implications of Survey figures 
41. These are 50 per cent grants made towards the 
cost of buying new buses for use on stage services. 
Total investment in new buses by public sector 
bodies appears as part of their capital programmes, 
and only the grants to the private sector are shown 
here. The future of these grants is currently under 
review. Present powers expire in September 1980 
and no provision is made beyond that date. 

Policy options 
42. The illustrative reductions would involve 
savings of: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0 1 0-2 0-2 0-2 

It would be difficult to make a reduction in the 
rate of volume of grant to the private sector without 
making an equivalent reduction in that to the much 
larger public sector. 

Other 
43. Grants are made under the Railways Act 1974 
towards the provision of facilities for loading or 
unloading rail freight. Table 6 includes only the 
payment of grants to the private sector. Grants to 
public sector bodies will form part of their capital 
programme. Formula cuts in grants to the private 
sector would be £0 1 million in 1977-78 and 
£0-2 million in the later years. Any such reduction 
would cast doubt on the Governments commitment, 
reasserted in the Consultative Document on Trans
port Policy, to secure transfers of freight from road 
to rail where these are justified on economic, 
environmental or social grounds. 

PORTS A N D SHIPPING 
Ports 
44. Provision covers port investment by the inde
pendent harbour trusts and by local authorities, 
and grants and loans to ports in the private sector. 
Continuing investment needs reflect North Sea Oil 
developments, the continuing spread of containerisa
tion and growth of cross-Channel traffic and a 
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variety of port developments designed to meet 
specific industrial needs. Thefigures do not include 
the costs of the Governments proposals for public 
ownership of ports and port businesses (see para
graph 49 below) nor for any special assistance to the 
Port of London Authority (see paragraph 51 below). 

Oil-related work 
45. Two major developments now in prospect, for 
which provision was not made in Cmnd. 6393, are 
the further extension of the oil terminal at Sallom 
Voe, and major new port facilities to be constructed 
in the Cromarty Firth in conjunction with the pro
posed Nigg Oil Refinery. The additional cost in 
the Survey period of this extra work is estimated as 
follows: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-5 3-5 19-0 18-8 

Non-oil-related work 
46. Port development, which would cost about 
£15 million spread over the years 1977-78 to 
1979-80, will be required if it is decided to build 
a new steelworks at Shotton. Pending decisions, no 
provision is sought for this development. Other 
non-oil-related projects can be accommodated within 
lower totals than in Cmnd. 6393, thus contributing 
to more than half of the additional requirements for 
oil-related work. 

Additional bid 
47. The DOE are therefore bidding for a net 
increase in provision for investment in ports, 
excluding Shotton, as follows: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

-2-0 -2-2 -1-6 -1-9-3 +S-6 

However, since only half the crude oil handled in 
the Nigg Refinery would come from the North Sea, 
the Treasury have pressed for offsetting savings or 
for reconsideration of the project and the means of 
financing the port development. 

Policy options 
48. Reductions of per cent and 5 per cent in 
later years would be as follows: 

£ million 

1977-78 1978-79 1979-80 1980-81 

1-5 2-3 1-7 1-8 

Non-oil ports investment is already substan
tially reduced to accommodate additional investment 
in oil facilities (in 1979-80 oil-related work takes 
three-quarters of the total) and the DOE argue that 
it would not be possible to accommodate further 
cuts. 

Ports reorganisation 
49. It is not possible to givefirm estimates of the 
timing and cost of any proposals which might be put 
forward in the near future for public ownership of 
ports and port businesses. It is not yet certain 
when the necessary legislation will be introduced and 
the cost could be up to £150 million or more 
depending on exemptions and the terms of com
pensation. 
50. Acquisition of private commercial ports might 
cost some £60 million and of port businesses some 
£90 million spread over say three years. In 
addition the whole capital investment programmes 
of these ports and port businesses would count as 
public expenditure, at an additional cost of perhaps 
£5 million a year. A rough approximation of the 
total cost might be: 

£ million 

1978 1979 1980 1981 
-79 -80 -91 -82 Total 

Acquisition of private ports 
Acquisition of port busi
nesses 

50 

— 

10 

30 30 

_ 

30 

60 

90 
Investment programme of 

former private ports and 
businesses - 5 5 5 15 

50 45 35 35 165 

Port of London Authority 
51. There will also be additional calls for assist
ance from the PLA. The extent and timing of these 
requirements will not be known until the consultants 
at present examining the Authority's financial 
position have reported theirfindings to the Depart
ment. It is anticipated that these will give rise 
to demands of the order of £10 rnillion per annum. 
No provision has been included for this in this sub
programme. 



Scottish ports 
53. The development of roll-on/roll-off facilities 
in Scotland must continue to be restricted; it is not 
possible to envisage any major new scheme pro
ceeding in the years under review. The programme 
includes provision for a tanker jetty at Peterhead 
Bay Harbour to service the new power station 
nearby, and for the possible export of ammonia 
natural gas liquids. Expenditure on this facility 
will be matched by contributions from the pros
pective users of the jetty. 

54. It is proposed, if additional bids for subsidies 
to the Scottish Transport Group and Loganair are 
accepted, to reduce total PES provision in respect 
of Peterhead harbour. 

Policy options 
55. The programme of investment in harbours 
serving the transport needs of the islands, for which 
Government assistance is available, could with con
siderabie difficulty sustain a cut of £0-1 million in 
1977-78 and 1978-79 by slowing down even more 
the provision of roll-on/roll-off facilities. 

Shipping services 
Implication of Survey figures 
56. This programme includes the cost of the coast
guard service, marine surveys, and measures for the 
maintenance and improvement of standards of 
safety at sea generally, including aids to navigation 
and measures to combat oil pollution. Also included 
is the United Kingdom subscription to the Inter
national Maritime Consultative Organisation 
(IMCO), and a number of miscellaneous services. 

Additional bids 
57. There is an additional bid on this programme 
as follows: 

£ million 

1977-7S 1978-79 1979-80 1980-81 

0-6 0-9 0-7 1 9 

This is required partly to offset a shortfall in the 
level of receipts from fees as compared with that 
forecast in Cmnd. 6393, and partly to meet the costs 
of the reorganisation of the coastguard for which 
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there is at present no provision beyond 1977-78. 
The additional bid for 1980-81 includes provision 
for the expected increase in the United Kingdom 
subscription to IMCO when the proposed new head
quarters building in London is completed: this has 
been specifically agreed by Ministers. 

CIVIL AVIATION SERVICES 
CAA granf-in-aid 
Implications of Survey figures 
58. The Civil Aviation Authority (CAA) has been 
set the financial objective of recovering its costs and 
securing a reasonable return on capital from those 
who benefit from its services as soon as possible. 
Meanwhile, the Authority's deficit on revenue 
account is being met by grant-in-aid. 

Additional bids 
59. The Department have made net additional bids 
as follows: 

£ million 

1976-77 1977-78 1978-79 1979-80 

3-3 1-0 -0-1 6-3 

The CAA's present forecasts of grant requirements 
have increased mainly because of decisions reached 
last autumn by Member States of Eurocontrol about 
the basis of cost recovery for en route navigational 
services. United Kingdom delegates secured some, 
but not all, of the changes which it was hoped 
would accelerate cost recovery. The present figures 
assume further negotiating successes. 
60. The CAA has also made a bid for an 
additional grant of £3-3 million in 1976-77 to 
finance a premature retirement scheme which is 
estimated to yield savings of £1 -1 million in each of 
the years 1977-83. 
61. These two factors result in the net bid set 
out above, which is under discussion with the 
Treasury. 

Capital investment by the CAA 
Implications of Survey figures 
62. This programme is being considered in the 
separate report to Ministers on the investment pro
grammes of the nationalised industries. 

45 



Additional bids 
63. The review of the CAA programme suggests 
that there will be net savings over the period made 
up as follows: 

£ million 

1976-77 1977-78 1978-79 1979-80 

-3-4 - 1 1 0*8 -0-4 

Policy option 
64. The option described in the Nationalised 
Industry Investment Review is a cut of £2-5 million 
spread over the four years 1977-78 to 1980-81 
(split £0-5 million, £0-6 million, £0-7 million and 
£0-7 million), mainly by a further rephasing of 
air traffic control (ATC) capital expenditure. This 
would result in rather higher revenue costs falling 
on airlines, including British Airways, because of 
somewhat greater ATC delays, and higher revenue 
costs falling on the CAA because of the greater 
maintenance costs of equipment subject to delayed 
replacement. 

Local authority capital expenditure 
Implications of Survey figures 
65. The programme relates mainly to develop
ments at Manchester and Birmingham airports. 

Additional bids 
66. The local authorities forecasts of expenditure 
have been adjusted by the Department of Trade for 
realism and in the period 1976-1980 the programme 
is some £17 million below Cmnd. 6393 although 
in one year there is an additional bid of £1-5 mil
lion. The breakdown is as follows: 

£ million 

1976-77 1977-78 1978-79 1979-80 

-6*5 -11-6 -0-3 1 5 

Other civil aviation services 
Implications of Survey figures 
67. The forecasts provide for expenditure on 
aviation security measures, the cost of United 
Kingdom subscriptions to Eurocontrol and to the 
International Civil Aviation Organisation, and 
various minor services in the United Kingdom and 
overseas, including a subsidy from the Scottish 
Office to Loganair for operating third level air ser
vices to the Highlands and Islands. 

Additional bids 
68. Within the total, an increase in the forecasts 
for aviation security measures is more than offset by 
increased receipts over the period as a whole, but 
there is an additional bid of £0-5 million in 
1976-77 for extra expenditure on aviation security. 
This bid is under discussion between the Treasury 
and the Department. 
69. The Scottish Office have bid for PES provision 
for the Loganair subsidy of £0 1 million a year 
for the period 1977-80 and have confirmed that 
offsetting savings would be made from their pro
vision for new construction of roads and ports. 
70. The net additional bids for aviation services are 
as follows: 

£ million 

1976-77 1977-78 1978-79 1979-80 

0-5 -0-5 -1-3 -1-7 

OTHER TRANSPORT SERVICES 
71. The illustrative reductions would involve 
savings on roads and transport administration of: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-5 1-1 1 1 1-1 



7. Housing 
T A B L E 7 £ mil] ion at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 19*0 81 

E N G L A N D 
Subsidies 

(i) Central Government and rate 
fund contributions . 429-9 412-9 562-1 865-3 936-0 952 5 899*5 841-3 857-0 857-0 

(ii) Rebates and allowances — 122-9 290 0 301-8 292-9 320 6 364-9 380-6 393-1 393-1 
(iii) Option mortgage subsidy 32-7 48-2 78-8 100-8 118*9 123-9 135-2 144-0 150-4 150-4 

Investment 
(i)By iocal author/lies: 

(a) N e w housebuilding 1,049-4 906-5 903-1 1,035-7 1,186-9 1,0311 1,074-8 1,107-6 1,102-2 1,102 2 
(W Acquisition. 55-2 55-2 84-3 305-3 156 2 188-1 155-0 1550 155-0 1550 
(c) Improvement work 2150 383 0 491 6 435-4 360-8 361 0 316-3 317-5 317-5 317-5 
(d) Other. 70 3 47-9 57-1 8 5 0 79-8 48-9 43-8 43-8 43-8 43-8 

(ii) By new towns 1120 95-1 117-4 147-1 153-3 180-2 183-5 186-9 186-9 186-9 
(iii) Sales -182-3 -399-7 -166-6 -26-9 -40-4 -68-4 -107-1 -154-4 -154-4 -154-4 

Loans and grants to housing 
associations 

Gross .  .  .  . 112-5 160 3 160-9 236-9 342-0 461-8 473-7 429-6 443-1 443-1 

Net 111-6 159-2 159-5 235-5 340 7 405-3 416-9 424-7 437-6 437-6 

Loans and grants to the private sector 
(i) Improvement grants 841 141-4 188-9 152-2 760 111-2 111-7 111-7 111-7 111-7 
(ii) Lending to tenants for pur

chase of council and new 
town dwellings 
Gross . . . . 236-1 97-2 97-3 9-9 15-5 11-8 11-7 11-4 11-4 11-4 

Net  . . . 87-2 223-6 75-8 -11-8 -2-1 -6-4 -4-4 -3-4 -3-4 -3-4 

(iii) Lending to other persons for 
house purchase and im
provement 
Gross .  .  .  . 285-9 239-9 405-2 686-2 501-6 256-1 257-6 259-9 261 1 261 - J 

Net .  .  .  . 71-4 23-5 180 0 479-9 255-0 35-0 33-4 3 6 0 42-4 42-4 

(iv) Other lending (net) - 3 3 1 -4-8 -4-2 147-2 -129-4 -5-6 -2-5 -2-3 -2-1 -2-3 

Administration  . . . . 1 8 0 21-1 26 8 27-7 34-8 35-7 40-9 41 0 41-1 41-1 

Total England 2,121-4 2,236-0 3,044-6 4,280-2 3,819-4 3,7131 3,661-9 3,630 0 3,678-6 3,678-6 
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T A B L E 7 (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1 9 7 3 - 7 4 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

W A L E S 
Subsidies 

(i) Central Government and rate 
fund contributions . 27 I 19-7 18-9 35-9 51-7 51-8 3 7 0 34-9 36 5 36-5 

(ii) Rebates and allowances 
(iii) Option mortgage subsidy . 

.— 
0-5 

8-8 
0-7 

16-9 
1-2 

15-5 
1-7 

14-7 
2-0 

15-8 
2-7 

17-4 
3 1 

17-6 
3*6 

18-2 
4-2 

18-2 
4-2 

Investment 
(i) By local authorities 

(a) New housebuilding 
(b) Acquisition. 
(c) Improvement work 
(rf) Other. 

(ii) By new towns 
(iii) Sales .  .  .  .  . 

47-7 
.— 
5-9 
1*3 
3-8 

-3-2 

3 8 0 
— 
7-8 
1 3 
1 8 

- 1 3 1 

33-4 
— 
20'8 
1-4 
2-5 

-7-7 

63-7 
5-4 

39 1 
1-8 
5-6 

-2-8 

83-3 
2-7 
16-3 
1-8 
8-1 

-0-5 

92-5 
1 1 

16-0 
1-9 
7-9 

-0-4 

54-1 
1 1 

11-3 
2-0 
5 1 

- 8  1 

53-0 
1-1 

10-6 
2 0 
3-4 

-9-4 

51-9 
1-1 

10-3 
2-1 
2-8 

-9-2 

51-9 
1 1 

10 3 
2-1 
2-8 

-9-2 

Loans and grants to boosing 
associations 

Gross .  .  .  . 3-5 1-0 3-7 3-7 7  0 11-4 18-3 18-3 21-0 21-0 

Net .  .  .  . 3-5 1-0 3-7 3-7 7-0 11-4 18-3 18-3 21 0 21 0 

Loans and grants to the private sector 
(i) Improvement grants . 
(ii) Lending to tenants for pur

chase of council and new 

6-7 14 0 24-9 33-3 10 9 17-3 15 0 13-3 13-2 13-2 

town dwellings 
Gross .  .  .  . 1 1 9-8 6-2 1-4 0*2 —- 0 8 0-8 0 8 0-8 

Net .  .  .  . 1-1 9-8 6-2 1-4 -0-6 -0-7 0 4 0-4 0-4 0-4 

(iii) Lending to other persons for 
house purchase and im

provement 
Gross .  .  .  . 24-1 17-8 18-5 30-2 26-7 17-8 15-9 17-1 16-5 16-5 

Net .  .  .  . 17-8 10-4 9-3 20-4 14-4 4-0 -1-9 - 0 6 - 1  3 -1-3 

Administration  . . . . 0-8 1-2 1-3 1-2 1-3 1-4 1 3 1-3 1-3 1-3 

Total Wales . 113 0 101-4 132-8 225-9 213 1 222-7 156-1 149-5 152-5 152-5 



T A B L E 7 (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

SCOTLAND 
Subsidies 

(i) Central Government and rate 
fund contributions . 

(ii) Rebates and allowances 
(iii) Option mortgage subsidy 

Investment 
(i) By local authorities 

(u) N e w housebuilding 
(6) Acquisition. 
(c) Improvement work 
(d) Other. 

(ii) By new towns 
(iii) Sales 

Loans and grants to housing 
associations 

Gross .  .  .  . 

153 0 
— 
0 2 

285-7 

18-7 
0-6 
21-3 
-9-0 

4-5 

160 9 
13 6 
0 4 

219-9 

36-9 
4-4 
24-3 

-20-3 

4 5 

195-8 
29-7 
0 6 

183-6 

83-2 
5-0 

24-4 
- 1 5 1 

7 1 

205-1 
29-8 
0-8 

193-9 

87 2 
9-7 

25-6 
-5-8 

6-4 

209-8 
27-7 
0-9 

208 0 

73-5 
10 6 
44-8 
-6-2 

17-0 

221-1 
35-4 

0-9 

211-9 

84 6 
7-4 
37-1 
-6-8 

29-7 

226-1 
40-8 
1  0 

191 1 

74-6 
6 6 
35-6 
-7-9 

29-8 

234-1 
41-4 
1  0 

183-3 

68-3 
6 0 

26-5 
-10-4 

31-6 

255-6 
40-0 
1-0 

189-9 

64 6 
5-9 
34-4 
-9-7 

35-3 

255-6 
40-0 
1  0 

189 9 

64-6 
5-9 
34-4 
-9-7 

35-3 

Net .  .  .  . 3-7 3-6 6-1 4-7 15-7 28-5 28'6 30-5 34-2 34-2 

Loans and grants to the private sector 
(i) Improvement grants 
(ii) Lending to tenants for pur

chase of council and new 
town dwellings 
Gross .  .  .  . 

9-5 

2-8 

22-8 

1 2 0 

29-0 

7-5 

28-6 

2-3 

8-1 

2 1 

9-4 

2-5 

12-5 

2-5 

(3-2 

2-2 

13-9 

2-1 

13-9 

2 1 

Net  . . . 2 0 10-2 5-4 0 1 - 0  1 1-3 1-3 1-1 1-3 1-3 

(iii) Lending to other persons for 
house purchase and im

provement 
Gross .  .  .  . 10-4 7-7 13-2 20-6 14-9 12-5 12-5 12-5 12-5 12 5 

Net  . . . 1-4 0-7 7 1 1 3 0 7-8 4-9 4-4 3 8 3-6 3-6 

Administration .  .  .  . 1-3 2-7 3-4 2-5 2-5 2-6 2-6 2-6 2-6 2-6 

Total Scotland 488-4 480-1 560-2 595-2 603 1 638-3 617-3 601-4 637-3 637-3 

SECRET 49 



7. HoMing 

T A B L E 7 (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

G R E A T BRITAIN 
Subsidies 

(i) Central Government and rate 
fund contributions . 6100 593-5 776-8 1,106-3 1,197-5 1,225-4 1,162-6 1,110-3 1,149-1 1,149-1 

(ii) Rebates and allowances — 145-3 336-6 347-J 335-3 371-8 423-1 439 6 451-3 451-3 
(iii) Option mortgage subsidy 33-4 49-3 80 6 103-3 121-8 127-5 139-3 148-6 155-6 155-6 

Investment 
(i)By local authorities 

(a) N ew housebuilding 1,382-8 1,164-4 1,120-1 1,293-3 1,478-2 1,335-5 1,320 0 1,343-9 1,344 0 1,344 0 
ib) Acquisition. 55-2 55-2 84-3 310-7 158-9 189-2 1561 156-1 156 1 156-1 
(c) Improvement work 239-6 427-7 597-6 561-7 450-6 461-6 402-2 396-4 392-4 392-4 
(d) Other. 72-2 53-6 63-5 96-5 92-2 58-2 52-4 51-8 51-8 51-8 

(ii) By new towns 137-1 121-2 144-3 178-3 206-2 225-2 224-2 2)6-8 224 1 224-1 
(iii) Sales -194-5 -433-1 -189-4 -35-5 -47-1 -75-6 -123-1 -174-2 -173-3 -173-3 

Loans and grants to boosing 
aasodatioos 

Gross .  .  .  . 120-5 165-8 171-7 247 0 366 0 502-9 521-8 479-5 499-4 499-4 

Net  . . . 118-8 163-8 169-3 243 9 363-4 445-2 463 8 473-5 492-8 492-8 

Loans and grants to the private sector 
(i) Improvement grants 100 3 178-2 242-8 214-1 95 0 137-9 139-2 138-2 138-8 138-8 

(ii) Lending to tenants for pur
chase of council and new 

town dwellings 
Gross .  .  .  . 101-1 257-9 1110 13 6 17-8 14-3 15-0 14-4 14-3 14-3 

Net  . . . 90 3 243-6 87-4 -10-3 -2-8 -5-8 -2-7 -1-9 -1-7 -1-7 

(iii) Lending to other persons for 
house purchase and im

provement 
Gross .  .  .  . 320-4 265-4 436-9 737 0 543-2 286-4 286-0 289-5 290-1 290-1 

Net 90-6 34-6 196-4 513-3 277-2 43-9 35-9 39-2 44-7 44-7 

(iv) Other lending (net) -33 1 -4-8 -4-2 147-2 -129-4 -5-6 -2-5 -2-3 -2-3 -2-3 

AdoflniMration  . . . . 20-1 25-0 31-5 31-4 38-6 39-7 44-8 44-9 4 5 0 4 5 0 

Grand Total Great Britain 2,722-8 2,817-5 3,737-6 5,101-3 4,635-6 4,574-1 4,435-3 4,380-9 4,468-4 4,468-4 

_Changes from Cmnd. 6393 revalued . 256-1 96-0 
Cmnd. 6393 revalued 4,379-5 4,478 1 4,435-3 4,380-9 4,468-4 -



IMPLICATIONS OF THE SURVEY FIGURES 
ENGLAND 
1. About two-thirds of expenditure on the housing 
programme is not subject to control. The pro
gramme is therefore particularly subject to estimating 
changes. The following table sets out changes from 
the Surveyfigures that at the start of the Survey 
were estimated to be needed to carry out existing 
policies: 

£ million 

7976-77 1977-78 1978-79 1979-80 1980-81 

Subsidies . 48 0 4  0 -70-8 -112-5 -108-5 
Rent rebates and 
allowances 5*4 16-1 61-4 66-9 80-9 

Option mortage 
scheme . 4 1 I  S -5-0 -29-4 -34*4 

Ne w 
housebuilding 

Loans and grants 
to private sector 
including Hous-
ing Associations 
(net) 

Improvement and 
other invest

134-7 

-17-9 

54-8 

26-7 

-26-8 

-4-9 

-56-2 

-49-3 

- 7 1  1 

-49-8 

ment 6-5 11*6 11-5 11-5 11-5 
Administration . - -2-1 - 1  0 0 1 0 1 

180-8 112-9 -35-6 -168-9 -171*3 

2. The increases arise largely from a speeding up 
and an enlargement of (uncontrolled) local authority 
new housebuilding (see paragraphs 17 to 19 below); 
and the decreases from a fall in forecast interest 
rates from those assumed in Cmnd. 6393. The 
estimates assume that, as was implicit in the 
figures in Cmnd. 6393, legislation will be introduced 
to reduce Exchequer subsidies; and that there will 
be an increase in council house sales greater than 
that likely to arise under present guidance to local 
authorities. 

Subsidies 
3. A new forecast of local authority and New 
Town housing revenue accounts (HRAs) has been 
carried out incorporating the following revised 
assumptions from those underlying Cmnd. 6393. 

(i) New investment and council house sales are 
assumed to follow the course described in 
paragraphs 17 to 21 below, resulting in a net 
increase in the council housing stock of about 
2\ per cent a year over the period. 

(ii) The local authority pool rate falls from 
10-4 per cent in 1976-77 to 8 4 per cent in 
1980-81. (Cmnd. 6393 assumed a fall from 
10-6 per cent in 1976-77 to 9-6 per cent in 
1979-80.) 

(tii) Management and maintenance costs rise 
proportionately with the forecast earnings 
index in 1976-77 (as assumed in the rate 
support grant settlement), and thereafter rise 
at 2 per cent a year faster than the earnings 
index (about 2 per cent a year less than 
assumed in Cmnd. 6393). This assumption 
may well prove over-optimistic. 

Of these assumptions the most critical is that made 
about interest rates. The size of local authority 
housing debt is such that a 1 per cent rise in the 
average interest rate now costs about £130 million 
(England). 
4. Like the Cmnd. 6393figures, the forecast 
assumes that council house rentsrise in both 
1977-78 and 1978-79 at a rate about 10 per cent 
faster than the Consumer Price Index. In money 
terms this requires average unrebated local authority 
rents in England to rise as follows: 

Average standard unrebated rent, £ a week 

1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

4-33 4-91 5-S5 6*93 7*36 7-70 

5. These increases entail legislation early in the 
1976-77 Session since they cannot be achieved with
out amendment to the Housing Rents and Subsidies 
Act 1975. Without such legislation most authorities 
would receive sufficient Exchequer subsidy in 
1977-78 to need only a modest rent increase of 
around 40 pence a week. The only authorities that 
could next year make rent increases of over 
90 pence a week without making " profits " on their 
HRAs (which is not allowed under the Act) are 
those—such as the inner London boroughs—with 
large deficits presently met by rate fund contributions, 
or with relatively expensive housing programmes. 
Thus without legislation the likely overspend from 
the Surveyfigures would increase by a further 
£80 million in 1977-78 and £200 million in the 
following years. 
6. The Secretary of State for the Environment has 
questioned the political feasibility of legislation and 
will arrange for the matter to be discussed at 
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Ministerial level in advance of the conclusions of 
the Survey. Moreover, without special measures 
there could be no way of ensuring that local 
authorities did not increase rate fund contributions 
to mitigate rent increases. For illustration it might 
be assumed that there would be real increases of 
5 per cent a year in 1977-78, 1978-79 and 
1979-80 rather than 10 per cent in each of the first 
two years. But this would still require legislation; 
and expenditure on subsidies would exceed the 
figures in paragraph 1 above by £40 million in 
1977-78, £100 million in 1978-79, and £55 million 
in 1979-80 and 1980-81. 

Rent rebates and allowances 
7. The forecast of rebates assumes that the propor
tion of council tenants in receipt of rebates remains 
constant in years when rent increases are in line 
with general price increases. However, in 1977-78 
and 1978-79 the 10 per cent increases in real rents 
will be reflected in an increase in the proportion of 
tenants eligible for rebate under present rebate 
policies. This is responsible for the increases in 
estimated rebate payments in those and following 
years. This factor was not fully taken into account 
in thefigures in Cmnd. 6393. 

Option mortgage subsidy 
8. The reduction in later years largely reflects 
revised interest rate assumptions. 

Grants and loansto housing associations 
9. This programme has been increased substan
tially in recent years in accordance with the policy 
of expanding the contribution of the housing associa
tions to supplement the local authority housing 
effort, especially in the housing stress areas. The 
Housing Corporation has been strengthened in order 
to undertake the general supervision of housing 
associations. 

10. Finance for housing association projects is 
channelled mainly through the Housing Corpora
tion and to a lesser extent through local authorities; 
local authority schemes have recently had to be 
reduced drastically in number to help to ensure that 
the expenditure provision in Cmnd. 6393 is not 
exceeded. The numbers of approvals that underlie 
the current programme are set out in the following 
table. 

Housing Corporation Local Authority 
Financed Financed 

New Improve New Improve
building ment building ment 

1976-77 and 
later 22,000 10.000 3,000 4,000 

11. It is now estimated that these approvals will 
lead to the increases shown in expenditure in 1976-77 
and 1977-78, and decreases in subsequent years. 
This arises largely from a shift from new building to 
improvement schemes, which are completed more 
quickly, bringing expenditure forward from later to 
earlier years. 

Local authority housing improvement, municipalisa
rion and lending to private purchasers 

12. These three programmes are all now directed 
towards improvement in the condition of the older 
housing stock. 
13. Thefigures in Cmnd. 6393 implied a sharp 
decline in activity in improvement and municipalisa
tion from 1977-78 onwards with lending at a 
relatively high level. To provide a more realistic 
basis for estimation, provision for improvement and 
municipalisation has been increased and provision 
for local authority lending correspondingly reduced. 
14. Both improvement and municipalisation are 
essential features in the policy of gradual renewal of 
inner urban areas which has replaced the former less 
sensitive and frequently more expensive policy of 
large scale clearance and redevelopment. A study 
group with the local authority associations and 
chaired by the Minister for Housing and Construc
tron was set up in 1975 to assemble evidence on 
needs for municipalisation and for renovating council
owned dwellings, and to advise on priorities. The 
Group has advised that there is a need for 
expenditure on improvement and municipalisation at 
the levels now indicated. 
15. Local authority home loans are now running at 
a substantially lower level than of recent years. 
Authorities are now acting, in effect, as lenders of 
last resort, and are concentrating their lending 
mainly on older properties. Lending has thus 
become another element in the campaign to prevent 
older housing from deteriorating, as well as helping 
to give people an opportunity to become owner 
occupiers at the cheapesf̂ end of the market. Whilst 
considerable efforts have been made to persuade the 



building societies to play a larger role in this lending 
area they need to have proper regard to their statutory 
responsibilities and to the interests of their investors. 

Private sector improvement grants 
16. Grant applications are currently running at a 
level well below the level in 1974-75. A number 
of factors have contributed to the fall-off in applica
tions for improvement grants, but the main reason is 
probably the restrictive conditions introduced under 
the Housing Act 1974 in an attempt to direct the 
grants more closely to areas of greatest need. In 
the view of the DOE these restrictions have 
unintentionally impeded the implementation of the 
policy underlying the 1974 Act. 

New housebuilding 
17. The expenditurefigures for new dwellings and 
associated land purchase allow for a programme of 
new dwellings approved each year by local authorities 
and New Towns as follows: 

Thousands of dwellings 
1976 1977 1978 1979 1980 

England 
Local Authorities t08*0 100-0 100-0 1000 1000 
N e w Towns 15-0 14-0 13-5 12-5 12-5 

Compared with Cmnd. 6393, the local authorities' 
approvals for England are up by 6,000 in 1975 and 
8,000 in thefirst quarter of 1976. Because of the 
shortage of work in the building industry houses are 
being started sooner after tender acceptance and 
built faster once started. This has brought expendi
ture forward into earlier years. As a result of all 
these factors forecast expenditure for local authori
ties in 1976-77 is £131 million above Cmnd. 
6393-and in 1977-78 £69 million. Conversely 
there will be savings in 1978-79 and 1979-80. 
18. The increase in the rate of approvals this year 
may have been due to the bringing forward of 
schemes before the district council elections on 
6 May. The widespread change of control resulting 
from those elections is likely to mean a fall in the 
future rate of approvals. They may therefore not 
reach the 108,000 assumed, and could well fall below 
the 100,000 assumed for later years. A fall to 
90,000 in 1977 would reduce the overspend in 
1977-78 from £69 million to £37 million with 
substantial savings in later years. On the other hand 
a projection of approvals at the current rate of 
increase would suggest a total of more than 120,000 

Sale of council houses 
19. Thefigures assume a large increase in sales of 
council houses. They require either about 10,000 
new dwellings built by local authorities to be sold 
(building for sale) in 1977-78 and about 15,000 a 
year thereafter; or about 12,000 existing council 
dwellings to be sold in 1977-78 and 20,000 a year 
thereafter; or some intermediate combination of 
building for sale and sales of existing dwellings. 
They also require that most purchases should be 
financed by building societies, instead of by local 
authorities as present. 
20. The present annual rates of sales are about 500 
built for sale and 2,000 existing houses; and only 
25 per cent of thefinance is estimated to come from 
private sources. Some of the new district councils 
are likely to be more disposed towards sales than 
their predecessors; and there is also likelyto be some 
increase in building for disposal on the basis of 
" half and half" schemes of the Birmingham type. 
It may also be possible to secure greater building 
society involvement than in the past. On this basis, 
and with new guidance from the Government, the 
projected level of receipts in 1976-77 (£68 million) 
might be achieved throughout the period without 
increasing the relatively small provision made for 
sales beingfinanced by local authorities. To reach 
the higher level of receipts from sales assumed in 
later years will require wider initiatives. 
21. The possibility of new initiatives on the disposal 
of existing council houses has already been 
considered by Ministers; and several schemes are 
under consideration in the context of the Housing 
Finance Review. There must remain doubts however 
whether in the expected economic situation as many 
as 20,000 houses a year would be sold, so that the 
savings forecast on new building in 1978-79 and 
later years could thus be reduced, at least in part, by 
a shortfall in sales. 

SCOTLAND 

22. The Scottish programme is subject to esti
mating changes for the same reasons as in England. 
The following table sets out the changes from the 
Surveyfigures now estimated to be needed to carry 
out existing policies in Scotland: 

£ million 
1976-77 1977-78 1978-79 1979-80 1980-81 

Subsidies 
in 1976, with large additional expenditure as a result. and rebates -8-4 -13-9 -15-6 -16-7 4-7-1 
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These changes reflect the same factors that affect 
the English programme, subject to the points dis
cussed below. 

Subsidies 
23. The figures take account of the effects on sub
sidies of the lower estimates for new housebuilding 
in Scotland, and increased sales forecasts agreed in 
the 1975 Survey. The rents implied in Scotland by 
the policy of 10 per cent real increases in 1977-78 
and 1978-79 are as follows: 

Average standard unrebated rent, £ a week 

1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

2-90 3-40 4-04 4-73 5 00 5-23 

Legislation will be required in 1977-78 if these 
figures are to be achieved, and even then there could 
be no guarantee that local authorities would 
actually make such increases. 

Grants and titans to housing associations 
24. Provision is made for a small programme of 
new building by housing associations and a larger 
programme of rehabilitation. This allows for a 
programme of approvals for the Housing Corpora
tion of 1,000 new build schemes a year until 1978-79 
and 1,200 subsequently, and 3,000 rehabilitation 
schemes a year; and for 400 local authority schemes 
a year divided equally between new build and 
rehabilitation. 

New housebuilding 
25. Investment in new public sector dwellings, 
which takes account of reductions made in 
Cmnd. 6393, assumes a modesUy increasing pro
gramme of new dwellings approved over the Survey 
period as follows: 

Thousands of dwellings 

/976 1977 1978 1979 1980 

Local authorities 13-3 13-5 14-5 14-5 14-5 
N e w towns 2-7 2-8 2-3 2-8 2-8 
Scottish Special Housing 

Association . 3-0 3-2 3-2 3-2 3-2 

Sales 
26. For Scotland a significant increase in council 
house sales was implied in Cmnd. 6393, though a 

lesser increase than in England. To achieve the 
target will require some relaxation of existing 
guidance to local authorities, and a change of policy 
by some of the larger authorities. 

WA L E S 

27. Thefigures for Wales are discussed separately 
in paragraphs 33 to 38 below. 

ENGLAND 
ADDITIONAL BIDS 
28. The estimating changes set out in the table in 
paragraph 1 and discussed in paragraphs 1 to 21 give 
rise to net additional expenditure over the Survey 
period as follows: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

181 113 -36 -169 -171 

It should be noted that: 
(i) Especially for the later years thefigures are 

subject to wide margins of error. They are 
revised at frequent intervals, and are based on 
current economic assumptions about interest 
rates and inflation. They are also sensitive to 
demand (eg. for rent rebates and option 
mortgages), to the state of the private housing 
market, and to local authority investment 
decisions. 

(ii) As noted in paragraph 5, if legislation cannot 
be obtained to withdraw subsidy in 1977-78 
there would be additional expenditure of up 
to £80 million rising to £200 million in 
1978-79 and later years if it still remained 
impossible to obtain legislation. 

For 1976-77 Ministers have agreed to savings of 
£28-5 million on improvement grants and £25-6 mil
lion on municipalisation. Possible further savings 
are being discussed separately by Ministers in the 
context of this year's Contingency Reserve. The 
prospective additional expenditure of £113 million 
in 1977-78 might be offset in a number of ways and 
these are discussed below. 

29. DOE drew attention to tbe uncertainties in the 
figures. Among these are: 

(i) If there were a fall in the rate of approvals 
for Jocal authorities' new building, that could 
produce savings of up to about £30 million. 



(ii) A larger number of council and New Town 
houses might be sold than the 12,000 assumed 
in the Survey. 

(iii) There is also the possibility that if legislation 
on subsidies is obtained on time it might be 
feasible to achieve larger savings than 
assumed in the Survey figures, e.g. an 
additional rent increase of 15 pence would 
save £25 million. 

30. There are obvious difficulties in relying on any 
such savings. Items (i) and (ii) are subject to no 
control, and if anything the uncertainties in expendi
ture seem to be in the other direction (see para
graphs 17 to 21 above). The problems with item (iii) 
are fully discussed in paragraph 6 above. 
31. In the circumstances offsetting savings would 
therefore probably have to come as follows: 

(a) Entitlement to rent rebates and allowances 
might be reduced by appropriate adjustment 
to the needs allowance, possibly saving a sum 
of the order of £10 million. Early decisions 
will be needed if this option is to be pursued. 

(b) Cuts might be made in spending on muni
cipalisation, mortgage lending, improvement 
grants and improvement investment. Whilst 
administratively, cuts in these areas are the 
easiest to impose, DOE believe that for the 
reasons set out in earlier paragraphs, these 
are high priority programmes which should as 
far as possible be protected. Nevertheless 
if other savings did not materialise this is 
where the balance of £103 million would need 
to be found. 

SCOTLAND 
32. The estimating changes for Scotland set out in 
the table in paragraph 22 give rise to net additional 
expenditure of £7 million in 1980-81. The Scottish 
Office suggest that this could be offset by intro
ducing and exercising in good time controls over 
new housebuilding to achieve the required saving. 
WALES 
33. The factors described above for the housing 
programme in England by-and-large apply to the 
housing programme in Wales, subject to the follow
ing points. 
34. The rate of new housebuilding has been signi
ficantly greater than was previously forecast; and 
this has led to substantial excesses in capital 
expenditure and subsidies in 1976-77 and later 
years. Some of the addition has been accepted as a 
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charge to the Contingency Reserve; and savings 
have also been found in 1976-77 by applying strict 
controls to local authority lending. In consequence: 
(a) It has not been possible in Wales to shift 

expenditure into municipalisation and 
improvement investment as in England; and 

(b) The purchase of older houses in need of repair 
has slowed down, and there has been a 
falling off in improvement grants to the 
private sector. 

35. The result has been that rehabilitation of old 
stock through municipalisation and progress with 
action areas are falling behind the rate of progress 
which the Welsh Office consider necessary to deal 
with the large proportion of old and unfit houses in 
Wales. 
36. The current rate of completions and approvals 
of new houses (7,500 a year compared with 6,500 
assumed in Cmnd. 6393) is now expected to con
tinue throughout the Survey period. It is possible 
that the changes in the control of the district 
councils following the elections in May will have 
some effect upon the future rate of building; but in 
view of the age and high rate of unfitness in the 
Welsh housing stock the new councils will remain 
under considerable pressure to maintain a buoyant 
housebuilding programme. There is also a pro
gramme of 1,000 new build and 500 rehabilitation 
housing association approvals each year, all financed 
through the Housing Corporation. For new building 
in new towns in Wales provision needs to be made 
for 900 approvals in 1976-77 and, on average over 
the later years, for about 500-600 approvals each 
year. 
37. Against this background, the Welsh Office has 
made the following bids for additional expenditure 
on open-ended and demand-determined parts of 
the Welsh housing programme. 

£ million 
1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Subsidies 2 0 11-5 7-7 4-9 4-6 
Rent rebates and 

allowances 0 2 1 7 4-4 4-6 5-5 
Option mortgage 

subsidy — 0-4 0-5 0-4 1 1 
New housebuilding . — 25-2 31 0 31-4 31-6 

Total 2-2 38-8 43-6 41-3 42-8 

This additional expenditure is unavoidable, given 
existing national policies—particularly the uncon
trolled nature of the new housebuilding programme 
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-and current economic assumptions. To offset it 
would require the virtually complete cessation from 
1977-78 onwards of expenditure on improvement 
grants, improvement investment, municipalisation 
and mortgage lending, which total: 

£ million 

1977-78 1978-79 1979-80 1980-81 

4 4 1 43 0 42*0 42-0 

38. The Welsh Office do not consider these, or 
indeed any other, reductions in the Welsh housing 
programme acceptable, in their view, the under
estimate of the rate of new housebuilding in Wales, 
together with the consequential restrictions, has 
already resulted in a harsher treatment for the 
Welsh housing programme than can be justified by 
reference either to need or to expenditure levels 
elsewhere. They consider that some increases would 
be justified to bring the Welsh housing programme 
into better balance with the English. They expect 
their Secretary of State to propose, during 
Ministerial discussion of the Report, the following 
additional expenditure beyond that shown in para
graph 37 above. 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Subsidies 1-0 2-3 3-8 5-4 
Improvement grants 0 1 1-8 1 9 1-9 
Improvement and other 

investment (including 
net lending) 38-4 36-9 39-2 37-5 

39-5 4 1 0 44-9 44-8 

There is obviously no possibility of offsetting such 
total additional expenditure within the Welsh housing 
programme. Any offsetting savings would have to 
be sought in other programmes for which the 
Secretary of State for Wales has responsibility. 

POLICY OPTIONS 
ENGLAND 

39. The Survey ground rules require illustrative 
options to be shown giving the following additional 
savings in the English programme. 

£ million 

1977-78 1978-79 1979-80 1980-81 

91-5 181-5 183-9 183-9 

There are a number of ways in which savings of 
these amounts could be made. The following are 

technical possibilities, though no judgment is made 
as to their political feasibility. For 1977-78 the 
expenditure on new housebuilding is to a large 
extent already in the pipeline and substantial savings 
could only be achieved if the rate of approval was 
to slow down dramatically (or be curtailed by 
Government action) before the Autumn. It would 
therefore probably be necessary to achieve most of 
the savings by a further extension of the measures 
listed in paragraph 31 above. For 1978-79 and 
later years, however, reductions in housebuilding 
could make substantial contributions to the required 
savings. For these later years therefore DOE*s list 
of possible measures is as follows: 

(i) Controls could be introduced for local 
authority new housebuilding to achieve a 
reduction in the annual rate of tender 
approvals. A report on the feasibility of 
such controls is being prepared for Ministers 
in the context of discussion on the Con
tingency Reserve for 1976-77. If controls 
were introduced so as to cut the annual rate 
of approvals from 1977 onwards to 95,000 
(or if such a reduction occurred naturally) 
there would be expenditure savings of about 
£15 million in 1977-78, £50 million in 
1978-79 and £55 million in later years. 

(ii) New Town approvals could be reduced. 
In most New Towns the demand for houses 
has recently eased with the decrease in the 
rate of new job creation, and the rate of 
approvals declines over the Survey period. 
As New Town industries are among those 
that may be expected to expand as the 
economy picks up, failure to allow now for 
sufficient houses to accommodate the neces
sary labour force could hamper economic 
recovery. If thisrisk is accepted however 
further savings of £10 million annually on 
house-building could be made by the latter 
years of the quinquennium. Consequential 
savings on other New Town programmes 
would however be small. 

(iii) Savings on Housing Association expenditure 
would have to come from the Housing 
Corporation supported part of the pro
gramme. A cut of 5 per cent in the value of 
approvals in 1977-78 and subsequent years 
would produce savings of £10 million in 
1978-79rising to £15 million in 1980-81. 



(iv) Legislation on subsidies to achieve a rent 
in 1978-79 of 30 pence more than that 
assumed in the baseline would result in 
a net saving (after allowing for additional 
rent rebates) of £50 million in that and sub
sequent years. 

(v) Reduced entitlement to rent rebates and 
allowances could be carried through the 
Survey period to produce additional savings 
of, say £10 million a year from 1978-79 
onwards. 

(vi) A 25 per cent increase in sales over that 
assumed in the baseline, i.e. an annual total 
of 25,000 instead of 20,000, might be 
achieved. This would save about £25 million 
in 1978-79 and later years. 

(vii) Cuts in municipalisation, mortgage lending, 
improvement grants and improvement invest
ment are all technically feasible though at a 
cost to plans for rehabilitating the older parts 
of the national housing stock. A 5 per cent 
cut on the baseline total of these programmes 
yields £45 million although if all the above 
savings could be secured a lower cut than 
this would suffice. 

40. The Treasury view is that (iv) is unlikely to 
prove feasible for the reasons set out in paragraph 6; 
and that (vi) would also be extremely difficult to 
achieve in view of the amount of effort that would 
be required with local authorities and building 
societies if the extra sales were not to be matched 
by additional local authority lending. In 1977-78 
a further £45 million therefore would need to be 
found from (vii), though in later years some of the 
shortfall could be made good from (i) as well. 

Summary of Options, England 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Limits on local authority new 
housebuilding . 

Reduction in New Towns 
15 50 55 55 

programme 
Reduction in Housing Asso
ciation Schemes 

2 

5 

5 

10 

10 

15 

10 

15 
Additional rent increases of 
15p in 1977-78 and 1978-79 25 50 50 50 
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Summary of Options, England—cont inued 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Reduced entitlement to rent 
rebates . . . . - 10 10 10 

2 5 % increase in sales 20 25 25 25 
Cut in municipali sat ion/ im
provemenis/lending to make 
up balance  . . . 25 3S 20 20 

92 185 185 185 

SCOTLAND 
41. Options for Scotland need to illustrate savings 
of: 

£ million 

1977-78 1978-79 1979-80 1980S! 

15-4 30 1 31-9 31-9 

The Scottish Office believe that it would be feasible 
to find such savings entirely by bringing the new 
housebuilding programme under control and intro
ducing volume limits in 1976-77. Reductions of 
1,500 in approvals in 1976, 2,500 in each of 1977 
and 1978, and 2,000 in 1979 and 1980, would give 
savings in investment expenditure, together with 
consequential savings in subsidies as follows: 

Summary of Options, Scotland 
£ million 

1977-78 1978-79 1979-80 1980-81 

Reductions in new 
housebuilding 

approvals 16-5 28-7 32-5 31-6 

WALES 
42. Options for Wales need to illustrate savings 
of £3-9 million in 1977-78, £7-4 million in 1978-79 
and £7-6 million thereafter. 

43. The Welsh Office have made the following 
suggestions: 

(i) Slum Clearance. By continuing the emphasis 
on rehabilitation as an alternative to slum 
clearance, savings of £0-3 million could be 
made in the first two survey years and 
£0-4 million thereafter. 

(ii) Improvement Grants, Local Authority Lend
ing and Local A uthority Improvement 
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Investment. Reductions could be made in 
these three provisions. On a basis of com
parative need, the private sector provisions 
should be protected as far as possible. But 
the public sector provision is small and could 
be politically sensitive. The major re
ductions are therefore put to the private 
sector, as shown in the table below. 

(iii) Housing Corporation. Some savings could 
be made in later years by slowing down 
approvals for Housing Corporation housing 
association schemes. 

S u m m a r y of

1977-78 

Improvement 
investment 0-4 

Improvement 
grants 

Local authority 
mortgage lending 
Slum clearance . 

1-5 

1-7 
0-3 

Cuts in housing 
association 

approvals -
Total 3-9 

 Opt ions ,

1978-79 

 Wales 

1979-80 

£ million 

1980-81 

1-6 0-3 — 

2-7 1-5 0-2 

2-8 
0-3 

1-6 
0-4 

0-2 
0-4 

-
7-4 

3-8 

7-6 

6-8 

7-6 



8. Other Environmental Services 

T A B L E 8 £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

E N G L A N D 
Regional water authorities . 570 1 586-8 624 0 504 4 479 1 528-3 530 0 531-6 533-9 533-9 
Other services . . . . — — — — — 0 4 0-4 0-4 0-4 0-4 

Total .  .  .  . 570 1 586-8 624 0 504-4 479 1 528-7 530-4 532 0 534-3 534-3 

Improvement of the environment 
and local facilities . 
Capital: Gross expenditure . 391-3 429 2 456 1 426 1 383-6 257-0 257-4 205-4 200-8 200-8 

Lew sales proceeds . -21-0 -20-7 - 30-8 -24-4 - 31-2 -57-3 -51-6 -23-7 -19-9 -19-9 
Current .  .  .  . 755-8 797-9 824-2 972-7 1,039-3 973-6 939-8 901-4 901-4 901-4 

Total .  .  .  . 1,126-1 1,206-4 1,249-5 1,374-4 1,391-7 1,173 3 1,145-6 1,083 1 1,082-3 1,082 3 

Community ownership of develop
ment land: 
Local authorities .  . . — — — — — 24-7 63-2 82-1 85-2 85-2 

New towns industrial and com
mercial development . . 47-7 40-0 47-5 43-9 46-2 36-2 38-6 38-6 38-6 38-6 

Royal palaces and royal parks 7 0 6-5 7-3 9 1 9-9 10-6 10-7 10-7 10-7 10-7 
Historic buildings and ancient 

monuments .  .  .  . 9-9 9-7 11-8 13 0 17-0 19 1 191 19-3 19-3 19-3 
Environmental research . 21-6 24-9 3 0 1 30-9 33*3 39 1 36-4 32-1 36-3 36-3 
Central and miscellaneous environ
mental services 35-7 38-3 47-0 50-6 51-8 55 0 56-8 57-5 55-2 55 0 

Total England 1,818-1 1,912-6 2,017-2 2,026-3 2,029-0 1,886-7 1,900-8 1,854-4 1,861-9 1,861-7 

W A L E S 
Welsh National Water Develop

ment Authority  . . . 59 1 62-3 75 0 48 1 36-7 45-9 49-3 51-8 53-1 53-1 
Improvement of the environment 
and local facilities 

Capital: Gross expenditure . 18-0 28-9 33-8 30-1 33-3 15-5 15-4 15-3 14-3 14-3 
Less sales proceeds. -0-2 -0-4 -0-4 -0-6 -1-5 -1-5 -1-6 -1-6 -1-6 -1-6 

Current .  .  .  . 40 0 42-2 43-4 51 0 54-6 51-3 49-6 47-6 47-6 47-6 

Total .  .  .  . 57-8 70-7 76-8 80-5 86-4 65-3 63-4 61-3 60-3 60-3 

Community ownership of develop
ment land: 

Local authorities .  . . — — — — — 3 0 5 1 8-4 8-9 8-9 

N e w towns industrial and com
mercial development 3-0 2-6 3-4 3-2 3-5 2-5 2 1 1-6 1-6 1 6 

Historic buildings and ancient 
monuments 0-1 — 0-1 — 0-1 0-2 0-2 0-2 0-2 0-2 

Central and miscellaneous environ
mental services 1-1 1-8 2-0 2-3 2-5 3 0 3-1 3 1 3-1 3-0 

TotalWales . 121 1 137-4 157-3 134 1 129-2 119-9 123-2 126-4 127-2 1271 
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T A B L E 8 (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

E N G L A N  D A N  D W A L E S 
Land drainage 
Capital .  .  .  .  . 
Current .  .  .  .  . 

32-4 
24-1 

4 0 0 
24-9 

47-8 
29-0 

47-7 
27-8 

69-7 
34-4 

113-5 
36*0 

115-5 
34-1 

79-9 
32-6 

63-6 
32-6 

63*6 
32*6 

Total .  .  .  . 56-5 64-9 76-8 75-5 104-1 149-5 149-6 112-5 96*2 96-2 

S C O T L A N D 
Water supply and conservation 
Capital 
Current .  .  .  .  . 

62-8 
8-1 

63-1 
11-8 

62-4 
12-1 

57-0 
1 2 0 

64-9 
12-4 

57-9 
16-3 

57-9 
12-5 

55-5 
12-3 

51-5 
12-3 

51-5 
12-3 

Total .  .  .  . 70-9 74-9 74-5 69 0 77-3 74-2 70-4 67-8 63-8 63 8 

Improvement of the environment 
and local facilities 
Capital: Gross expenditure 

Less sales proceeds 
Current 

61-2 
-2-7 
98-5 

63-4 
-3-9 
95-5 

61-4 
-2-3 
100-1 

55-0 
-3-5 
110 0 

66-0 
-3-3 
113-5 

53-1 
-2-6 
121-7 

51-6 
-2-5 
116-9 

49-0 
-2-5 
114-4 

45-9 
-2-5 
114-4 

45-9 
-2-5 
114-4 

Total .  .  .  . 157-0 155-0 159-2 161-5 176-2 172-2 1660 160-9 157-8 157-8 

Community ownership of develop
ment land: 
Local authorities . — - — - — 2-6 5-8 8-5 7-5 7-5 

N e w towns industrial and com
mercial development 

Historic buildings and ancient 
monuments .  .  .  . 

13-9 

-
17-2 

0*3 

16 9 

0 3 

14-5 

0-4 

14-9 

0 4 

14-5 

1-0 

15*4 

0-5 

15-5 

0-5 

15-5 

0-5 

15-5 

0-5 
Central and miscellaneous environ

mental services 3-4 6-1 4-7 6-4 5-9 6*7 7-0 7-1 7-3 7-3 

Total Scotland 245-2 253-5 255-6 251-8 274-7 271-2 365*1 260-3 252-4 252-4 

G R E A T BRITAIN 
Regional water authorities . 
Water supply and conservation 

Capital 
Current .  .  .  .  . 

629-2 

62-8 
8 1 

649*1 

63-1 
11-8 

699 0 

62-4 
12-1 

552-5 

57-0 
12-0 

515*8 

64-9 
12-4 

574-2 

57-9 
16-3 

579-3 

57-9 
12-5 

583-4 

55-5 
12-3 

587-0 

51*5 
12-3 

587-0 

51-5 
12-3 

Other services .  .  .  . 0-4 0-4 0 4 0-4 0-4 
Land drainage 
Capital 
Current .  .  .  .  . 

32-4 
241 

40-0 
24-9 

47-8 
2 9 0 

47-7 
27-8 

69-7 
34-4 

113 5 
36*0 

115-5 
34-1 

79-9 
32-6 

63-6 
32-6 

63-6 
32-6 

Total .  .  .  . 56-5 64*9 76*8 75-5 104-1 149-5 149-6 112-5 96-2 96-2 

Improvement of the environment 
and local facilities 
Capital: Gross expenditure 

Less sales proceeds 
Current .  .  .  .  . 

470-5 
-23-9 
894-3 

521-5 
-25-0 
935-6 

551 3 511-2 482*9 
-33-5 -28-5 -36 0 
967-7 1,133-7 1,207-4 

325-6 324-4 269-7 261 0 261 0 
-61-4 -55-7 -27-8 -24-0 -24-0 
1,146*6 1,106-3 1,063*4 1,063-4 1,063-4 

Total .  .  .  . 1,340 9 1.432-1 1,485-5 1,616-4 1,654-3 1,410-8 1,375-0 1,305*3 1,300-4 1,300-4 



T A B L  E 8 (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

G R E A  T BRITAIN (continued) 
Community ownership of develop

ment land: 
Local authorities . - - - - 30-3 74-1 99 0 101-6 101-6 

New towns industrial and com-
mercial development 

Royal palaces and royal parks 
Historic buildings and ancient 
monuments .  .  .  . 

64-6 
7 0 

100 

59-8 
6 5 

1 0 0 

67-8 
7-3 

12-2 

61-6 
9-1 

13-4 

64-6 
9-9 

17-5 

53*2 
10*6 

20-3 

56-1 
10*7 

19-8 

55-7 
10-7 

20*0 

55-7 
10-7 

20*0 

55-7 
10-7 

2 0  0 
Environmental research 21-6 24-9 30 1 30 9 33-3 39-1 36-4 32-1 36-3 36-3 
Central and miscellaneous environ

mental services 40-2 46-2 53-7 59-3 60 2 64-7 66-9 67*7 65-6 65-3 

Total Great Britain 2,240-9 2,368-4 2,506-9 2,487-7 2,537-0 2,427-3 2,438-7 2,354-6 2,337-7 2,337-4 

Capital .  .  .  .  . 
Current .  .  .  .  . 
V A  T paid by local authorities . 

1,240-6 1,313-7 1,398-3 1,204*4 1,167-0 
1,000-3 1,054 7 1,108-6 1,283-3 1,370-0 

31-9 31 8 32-9 35-9 39-2 

1,101-4 1,159-1 1,122-2 1,1040 1,104-0 
1,325-9 1,279-6 1,232*4 1,233-7 1,233-4 

30-7 30*8 30-7 31-1 31-1 

Grand Total . 2,272-8 2,400-2 2,539-8 2,523-6 2,576-2 2,458-0 2,469-5 2,385-3 2,368-8 2,368-5 

Changes from Cmnd. 6393 revalued: -88-6 -16-8 -11*6 -6-8 -7-4 
Cmnd. 6393 revalued 2,664-8 2,474-8 2,481-1 2,392-1 2,376-2 -

Water services 3. The Welsh National Water Development 
1. The bulk of capital expenditure on the services Authority (WNWDA) have decided to restrict ex
provided by the Water Authorities in England and penditure to meet only basic priority needs thus 
Wales and regional and island councils in Scotland achieving savings of £11-4 million in 1977-78, 
is devoted to water supply and the disposal of £6-4 million in 1978-79 and £7-2 million in 
sewage to match domestic and industrial require- 1979-80 on the Cmnd. 6393figures. This results 
ments. In determining the direction of their capital in a programme with an upward trend which will 
investment programmes since their establishment enable the Authority to meet increasing demands 
ia April 1974 the Water Authorities have been from the Welsh housing programme, to meet 
asked by the Department of the Environment and industrial requirements and to remedy supply de
the Welsh Office to give priority to the avoidance ficiencies in certain areas. In Scotland the provision 
of public health risks and the provision of services is well below the 1975-76 level and continues to 
for new housing and industry. show a falling profile. 

Implications of Survey figures 
2. Thefigures for capital expenditure from Additional bid 
1976-77 onwards are expected to enable the 4. For over two years now the Scottish Office 
Governments priorities for the provision of water has been giving consent only to water and sewerage 
services to be generally realised in England and projects essential for the servicing of new housing 
Wales. The programme will however severely and industry or on public health grounds. A back
restrict the Water Authorities' ability to commission log of demand has developed and once desirable 
new works on, for example, improvingrivers by projects are becoming essential. There is a parri
bringing some sewage treatment up to standard and cular need to develop major new sources of supply 
the renewal and replacement of obsolete and in the East and the North-East which have suffered 
decaying sewers. shortages in recent years. The following additional 
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bid is required to ensure that from 1977-78 onwards 
provision is available for these essential projects: 

£ million 
1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Water services in Scotland - 2 1 4-5 6 0 6 0 

The scope for offsetting savings is considered in 
paragraph 21 in relation to all of the Scottish 
additional bids in the Other environmental services 
Programme. 

Policy options 
5. For England and Wales the illustrative options 
would be: 

£ million 

7977 ;978 1979 1980 
-78 -79 -80 -81 

Water Authorities England 13-2 26-6 26-7 26-7 
W N W D A . . . . 1-2 2-6 2-7 2-7 

While it is expected that the provision in Table 8 
will enable the Governmenfs priorities to be 
achieved, it is possible that in England and Wales 
the programme will produce accumulating difficul
ties in particular areas in serving housing and 
industry; that it will lead to further deterioration in 
somerivers; and that it will allow insufficient scope 
for the substantial programme of renewal and 
replacement of outworn assets which the water 
authorities are beginning to identify as necessary. 
These difficulties will be exacerbated if increased 
expenditure becomes necessary as a result of imple
mentation of the main water provisions of the 
Control of Pollution Act 1974. Therefore, any 
reduction in the programme could make it im
practicable to meet the Governmenfs priorities in 
housing, industry and the prevention of serious 
public health risks. 
6. The Scottish Office do not consider it possible 
to offer a realistic option on the water programme 
and the possibilities of options on the Scottish 
provision in Programme 8 as a whole are discussed 
in paragraph 28 below. 

Land drainage: England and Wales 
Implications of Survey figures 
7. The Survey figures will not be sufficient to meet 
present contractual commitments for the Thames 
Tidal Flood Protection Scheme and to complete 
these works by the scheduled date. 

Additional bids 
8. The following additional bid arises partly 
because of slippage in the programme in 1975-76 
and partly because earlier estimates have been 
revised in the light of tender prices for contracts 
which have since been let: 

£ million 

1976 
-77 

1977 
-78 

1978 
-79 

1979 
-80 

1980 
-81 

Thames tidal scheme 12-6 24-9 33-7 8-4 -23-3 

The works consist of construction of the barrier 
itself and improvement of the defences downstream. 
To reduce expenditure below the level now forecast 
it would be necessary to defer the letting of contracts 
on the 60 per cent of the downstream defences on 
which work has not yet been started. The work 
would have to be delayed for at least two years 
beyond the scheduled completion date of spring 
1980. Delay would expose downstream areas to the 
risks of flooding from a surge tide for two more 
years. During that period, raising the completed 
barrier in order to protect London from a surge 
tide would seriously aggravate downstream flooding 
because of the reflected wave effect. During the 
1975 Survey Ministers agreed that delaying the 
downstream works would create unacceptable risks. 
9. The additional expenditure needed for the 
Thames scheme is so large in relation to expenditure 
on other arterial drainage that offsetting savings 
could be achieved only by the virtual abandonment 
of other land drainage and flood protection work in 
the rest of England and Wales for 1977-78 and 
1978-79 and by substantial reductions in 1976-77 
and 1979-80. 

Policy options 
10. Reductions required to achieve savings of 
2J per cent in 1977-78 and 5 per cent in later years 
would be: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Thames tidal scheme - 2  0 -2-2 - 1  4 -1-4 
Other arterial drainage: . 

Capital . -0-9 -1-8 -1-8 -1-8 
Current . -0-9 -1-6 - 1  6 -1-6 

11. There are no possibilities of reductions in 
expenditure on the Thames scheme without 
delaying the completion of downstream defence 



works. The savings on capital expenditure on other 
arterial drainage would mean delaying the provision 
of land drainage andflood protection work carried 
out by Regional Water Authorities. The work 
delayed would be likely to include the provision of 
flood protection for existing urban development and 
for new housing sites as well as work to improve 
the drainage of agricultural land. (However, invest
ment in arterial drainage forms only a very small 
part of the total capital expenditure of Water 
Authorities.) The savings on current expenditure 
would affect maintenance work involving a conse
quent risk of flooding in some areas. 

Local environmental services 
12. These services include refuse collection and dis
posal, the provision of parks and recreational 
facilities, the provision of municipal offices and 
administrative services, activities under the Town 
and Country Planning Acts and a miscellany of 
other services. The forecast of local authority 
current expenditure is subject to consultation with 
the Consultative Council on Local Government 
Finance and the Convention of Scottish Local 
Authorities in the course of the annual rate support 
grant negotiations. 

CAPITAL 

13. Most of the services in England and Wales fall 
within the locally determined sector arrangements 
for controlling capital expenditure which allow for a 
block borrowing approval to local authorities. 
Within their block allocations they are free to spend 
at their own discretion together with funds from 
revenue or capital receipts. The sector covers a wide 
variety of projects including some falling in other 
programmes and it is not possible to forecast exactly 
how much will be spent on particular services. Past 
indications are that capital expenditure by local 
authorities on local environmental services have 
exceeded forecasts, but this has been balanced by 
underspend on other services. In Scotland local 
authority capital expenditure is subject to specific 
approval. 

Implications of Survey figures 
14. The provision remains at the reduced level as 
in Cmnd. 6393. The effect of this is likely to be a 
continuing change in the pattern of expenditure in 
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the locally determined sector away from sport and 
recreational services which are costly in terms of 
subsequent current expenditure towards a greater 
concentration on and the replacement of existing 
facilities for refuse collection and disposal. The 
stimulus to derelict land reclamation provided by 
the introduction of 100 per cent grants in assisted and 
derelict land clearance areas in England, which took 
effect in December 1975, has resulted in increased 
activity in those areas. This is in line with the 
planned increase in the rate of reclamation in 
Scotland and Wales for which the new Development 
Agencies are now responsible. 

Additional bid 
15. The Scottish Office have made an additional 
bid as follows: 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Town and country 
planning 
Scotland . 3-3 4-5 2-7 2-7 2-7 

It has emerged that the pre-reorganisation local 
authorities had postponed the settlement of large 
statutory commitments which are now expected to 
mature over a relatively short period. As a conse
quence of this the Scottish Office were misled into 
forecasting in Cmnd. 6393 a level of expenditure 
well below therecent historic level and lower than 
now appears necessary if the impetus on urban 
renewal is to be maintained at a reasonable rate. 
Offsetting savings are discussed in paragraph 21. 

CURRENT ENGLAND A N D W A L E S 

Implications of Survey figures 
16. For 1977-78 there is a reduction of 3-5 per 
cent below the expenditure accepted for the rate 
support grant settlement for 1976-77, which itself 
represented an overall reduction in these services of 
some 6 per cent below the then estimated outturn for 
1975-76. The difficulties of keeping expenditure to 
these reduced levels are made more acute by 
additional costs arising from demographic factors 
in some areas and the revenue consequences of 
recent capital projects. The settlement for 1976-77 
assumed that charges would be made for all services 
for which local authorities have power to charge. 
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and that the level of charges would be sufficient to 
cover costs wherever this was feasible. There is 
little scope for additional savings in real terms from 
increased charges in 1977-78 or subsequent years. 
17. The level of expenditure accepted for 1976-77 
implied that there would be an all-round reduction 
in the standard of services provided; reduced opening 
hours, or even closure, of some existing leisure and 
recreation facilities and a deferment of the opening 
of new ones; and a reduction in the numbers of staff 
engaged on central administration and on the en
forcement of certain provisions in the area of public 
health. The reductions in expenditure for 1977-78 
and subsequent years assumed in Cmnd. 6393 will 
require a further reduction in standards on the 
services in this group including those for refuse 
collection and the enforcement of public health pro
visions. These services are manpower intensive and 
the reductions could only be achieved through com
pulsory redundancies. 

Additional bid 
18. The scope for reductions is limited by the 
need to maintain basic health standards and to take 
account of the revenue consequences of past capital 
expenditure, particularly on town and country 
planning. A lowering of standards on some of these 
services has been avoided in the past by imposing 
additional reductions on other services in the Other 
environmental services Programme. But the rate of 
decline on those other services is now so great that 
it is unrealistic to look to them for further savings. 
Increasing expenditure on refuse, environmental 
health and town and country planning cannot 
therefore be accommodated within the Survey figures 
for 1978-79 onwards. An additional £30 million a 
year will be required for those years: 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Local environmental 
services 
England and 
Wales current 
expenditure - - 30 0 30 0 30 0 

19. Additional expenditure of this order, though 
not sought by the Department of the Environment, 
may in fact be unavoidable because expenditure by 
local authorities is not under the direct control of 
Ministers. The Department of the Environment 

have not identified offsetting savings but in the view 
of the Treasury priority must be given to finding 
savings to offset such unavoidable additions before 
consideration can be given to other additional bids 
or to policy options for any other purpose. The 
Treasury consider that the necessary savings might 
be found within the Other environmental services 
Programme, in particular from capital expenditure 
on local environmental services and on new towns. 
The consequence of these reductions would be as 
described in paragraph 25. 

CURRENT SCOTLAND 
Additional bid 
20. Similar considerations apply in Scotland. The 
position there is, however, more serious because in 
the 1975 RSG settlement this programme was used 
to some extent as a regulator. The Scottish Office 
has made the following additional bid. It assumes 
that the local authorities' own budget estimates are 
the best indicator available at present of their 
probable spending in 1976-77; and that it is un
realistic to expect them to reduce their net expendi
ture in the following years. The following figures 
cover local authority current expenditure on water 
services as well as local environmental services. 

£ million 

1976 1977 1978 1979 1980 
-77 ^78 -79 -80 -81 

Local environmental 
services 

Scotland current 
expenditure -- 32-6 34-7 34-4 34-4 

21. The additional Scottish bids for this Main 
Programme as a whole (paragraphs 4,15, 20 and 31) 
total: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

3-5 39-6 42-8 43-8 43-8 

The Scottish Office have not identified offsetting 
savings to cover these bids. They consider that 
within Programme 8 only capital expenditure on 
local environmental services and commercial and 
industrial development in new towns could yield any 



savings. Applying the policy option percentages to 
the base figures would produce the following 
savings: 

£ million 

1977-78 1978-79 1979-80 1980-81 

6-6 13-0 12-6 12-6 

The consequences would be severe, because within 
these services it is impracticable to make significant 
reductions in refuse collection or town and country 
planning, and this leaves a very narrow base. It 
would be possible to make substantial reductions in 
local authority factory building. The full acnieve
ment of the savings would remove all scope for new 
projects in some parts of the programme for up to 
two years and in the services susceptible to cuts 
would reduce activity thereafter by over one quarter. 
This would inevitably hit provision, e.g. for sport, 
which is a vital element in the attack on urban 
deprivation. 
22. In order to accommodate the additional bids 
it would be necessary to ask the Scottish Office to 
find the remainder of the savings, amounting to: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

3-5 33-0 29-8 31-2 31-2 

from within that part of other main programmes 
which falls within the responsibility of theii Secre
tary of State. 
23. In the view of the Treasury, priority would 
have to be given to offsetting the unavoidable 
additions to current expenditure. However, even 
if the savings on capital expenditure in Programme 8 
were all applied for this purpose, further savings of 
£26 million in 1977-78 and nearly £22 million a year 
thereafter would have to be found from other main 
programmes before consideration could be given to 
other additional bids or to policy options for any 
other purpose. 

CAPITAL A N D CURRENT GREAT BRITAIN 

Policy options 
24. Paragraphs 16-21 about local authority current 
expenditure refer to the implications of the Survey 
figures. The services covered by this group are in 
the main of purely local interest and are subject to 
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considerable local pressures. The standards of ser
vice provided are very much within the discretion of 
local authorities, who on refuse and environmental 
health, for instance, must bear in mind therisk to 
public health if standards are allowed to fall too 
low. The implications of reducing standards on the 
other services do not include a health hazard, but 
they are almost as compelling. In these circum
stances it would be totally unrealistic to make 
further reductions, even for illustrative purposes, to 
the Cmnd. 6393 current expenditurefigures, and no 
such reductions have been made. The cuts would 
therefore have to be made in capital expenditure on 
the local environmental services. 

Local environment services: capital
25. Considerable cuts have already been made in 
planned expenditure for these services in order to 
arrive at the Cmnd. 6393figures. It would be 
difficult to go back on the earlier decision to increase 
the provision for derelict land reclamation and there 
is little scope for reducing the level of expenditure 
on coast protection after the winter flooding. If 
therefore cuts had to be made here to offset the 
unavoidable addition of £30 million a year from 
1978-79 on current expenditure, referred to in para
graph 18 above, the burden would fall heavily on the 
locally determined sector. The local authorities 
would find it difficult to provide the necessary 
essential support facilities for the housing programme 
and there would need to be an even tighter 
reassessment of priorities for administrative and 
recreation services. It must be doubted whether any 
further cuts are a realistic option. However, the 
illustrative optionfigures for England are: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Local environmental services 
capital: England 28-0 5 5 0 54-0 5 4 0 

26. In addition the following cuts would need to be 
made to the provision for capital expenditure on 
industrial and commercial development in the new 
towns in England: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

N e w towns 
England-commercial and 

industrial development. 1 -0 1-9 1-9 1-9 
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In the opinion of DOE these cuts should only be 
made if the option cuts on the new towns housing 
programme are implemented. 
27. In Wales the burden of the cuts would fall 
heavily on the locally determined sector, as in 
England. 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Local environmental services 
capital: Wales . 1-8 3-2 3-2 3-2 

28. In Scotland too it is not considered realistic to 
suggest options on local authority current expenditure 
nor on other current and capital expenditure within 
Programme 8 except in the case of capital expend
iture on local environmental services and industrial 
and commercial development in the new towns. 
Consequently Scottish Office options, if not already 
pre-empted as savings to offset additional bids, 
would fall upon the capital expenditure for this 
group of services. The amounts involved would be: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Local environmental services 
and N e w Towns, Scotland 
capital .  .  .  . 6-6 13-0 12-6 12-6 

The consequences of cuts of this order have been 
described in paragraph 21. 

Community ownership of development land 
29. This expenditure provides for the capitalised 
purchase, administrative and interest costs of local 
authorities and the Land Authority for Wales of 
buying and making available land for private 
development in their areas. This new scheme is 
being controlled initially by separate borrowing 
approvals and will subsequently be controlled on the 
basis of annual allocations of borrowing approval. 

Implications of Survey figures 
30. It is estimated that thefigures in Table 8, which 
are shown on a net basis, will permit the following 
acquisitions and disposals of land in Great Britain: 

Acres 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Acquisitions . 1,400 3,700 7,000 11,400 15,200 
Disposals - 400 2,300 5,300 8,500 

These acreages are less than the amounts shown in 
Cmnd. 6393, which reflected the rate of development 
land tax then expected. The decision to reduce the 
rate of this tax to stimulate the private land market 
will increase the cost of local authority land 
purchases and therefore reduce the level of trans
actions under the scheme. 

Additional bids 
31. In order to maintain the acreagefigures quoted 
in Cmnd. 6393, despite the change in development 
land tax, the following additional sums are 
required: 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

England . 1-5 3-5 7-0 5-5 5-5 
Scotland 0-2 0-4 0-9 0-7 0 7 

If offsetting savings had to be found to accommodate 
this additional expenditure in England, the Depart
ment of Environment would look to capital 
expenditure by the local authorities. The conse
quence of such reductions in combination with the 
policy options, would be to increase the severity of 
the effects described in paragraph 25. The question 
of offsetting savings in Scotland is discussed in 
paragraph 21. 

Policy options 
32. The illustrative options are: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

England . 1-2 4*0 4*0 4-0 
Wales 0 1 0-4 0 4 0-4 

In this area the cuts would affect the rate of build up 
of the land scheme and slow down the bringing 
forward of land for development. 
The Scottish Office consider that any reduction risks 
destroying the credibility of the scheme, and have 
shown alternative options on local environmental 
services capital expenditure. 

Royal Palaces and Royal Parks 
Implications of Survey figures 
33. The provision reflects the same level of work 
as in 1976-77. 



Policy options 
34. The illustrative reductions would be as follows: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Reductions in the mainten-
ance, etc., of Royal Palaces 
and Royal Parks 0-3 0-5 0-5 0-5 

The present programme scarcely covers essential 
maintenance on Royal Palaces and Royal Parks; 
as the palaces cannot be allowed to fall into 
disrepair and cuts in maintenance would affect the 
quality of the parks, reductions must fall on capital 
expenditure on new works. This would mean a 
reduction of one third on major new works for 
Royal Palaces and two thirds for Royal Parks; the 
limited amount of new starts planned in the period 
means that, to achieve the full cuts, reductions would 
have to be made in the provision for urgent minor 
works, leaving insufficient funds for this purpose. 
Deferment, instead, of all new starts on major works 
from 1977-78 to 1980-81 would produce savings of: 

£ million 

7977 1978 1979 1980 
-78 -79 -80 -81 

Deferment of all new starts. 0-1 0-2 0 3 0-3 

This lower cut, although difficult for the Department, 
would be more practical and realistic. 

Historic bnildings and ancient monuments 
Implications of Survey figures 
35. Expenditure on this item maintains broadly the 
same level of work as in 1976-77 in grants for the 
repair of historic buildings, other related services and 
the purchase, maintenance, repair and display of 
ancient monuments before sites are developed. No 
specific provision has been made for the introduction 
in England and Wales of repair grants for historic 
churches in use. 

Policy options 
36. Reductions in England of 1\ per cent in 
1977-78 and 5 per cent in the later years would 
produce the following savings: 

£ million 
7977 1978 1979 1980 
-78 -79 -80 -81 

Historic buildings and ancient 
monuments: England . 0-5 1 0 1 0 1-0 
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The expenditure currently available for the pro
tection and preservation of the archaeological and 
architectural heritage is already insufficient to meet 
growing demands and any reduction in the level of 
funds would result in the loss of some important 
part of this heritage which could otherwise have 
been saved. For this reason any reduction of 
expenditure would have to be concentrated on the 
plans for the provision of car parks, toilets and 
other facilities for visitors and administration costs. 
It is not possible to regulate the number of visitors 
to ancient monuments; and if reasonable facilities 
are not provided for visitors, public safety and 
hygiene are likely to be at risk, and there would be 
resistance to increased charges. 

37. The bulk of expenditure on historic buildings 
is in the form of grants to owners of historic 
buildings. The demand for grant continues to 
increase and any reduction would seriously impair 
the work of preservation of historic buildings. 
Control on expenditure is exercised by way of a 
commitment ration which allows neither an increase 
in volume nor revaluation of cash grants committed, 
although this ration will be revalued annually from 
1976. 

Environmental research 
Implications of Survey figures 
38. The provision for this item which covers the 
Department of the Environments three research 
stations (Transport and Road Research Laboratory, 
Building Research Establishment and the Hydrau
lics Research Station), the extra-mural research 
programme and grants to research associations and 
other bodies, reflects a substantial reduction in the 
Departmenfs research programme in the years 
1976-77 to 1980-81. 

Policy options 
39. The illustrative reductions would be as follows: 

£ million 

1977 1978 1979 1980 
-78 -79 SO -81 

Reduction in research effort. 0-9 1-6 1-8 1-8 

This programme suffered a cut of about one 
third of the original provision in the 1975 Survey 
and in addition is likely to be further reduced by 
the reduction in Civil Service staff costs. The 
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illustrative reduction in 1978-79 would mean a 
further 10 per cent cut in the extra mural pro
grammes which comprise mainly long term com
mitments with public sector agencies such as British 
Rail. Warren Spring Laboratory, Natural Environ
ment Research Council and the United Kingdom 
Atomic Energy Research Establishment which have 
already met reductions and would cause severe 
disruption. There would be little or no capacity 
to respond to the growing demand for research on 
transport policy, local government finance and 
housing finance. Research programmes which have 
been formulated from policy reviews in these areas 
could not be supported. Nevertheless despite these 
qualifications, the cuts are regarded as realistic and 
feasible. 

Central and miscellaneous environmental services 
40. This covers the costs of the Countryside 
Commissions, the Nature Conservancy Council and 
the Sports Councils, together with a number of 
other small items. 

Implications of Survey figures 
41. These bodies already operate on tightly drawn 
budgets and thefigures permit no growth overall 
and only small increases in real terms in Sports 
Council expenditure up to 1978-79. 

Policy options 
42. The following reductions would arise: 

£ million 

1977-78 1978-79 1979-80 1980-81 

England
Wales 

. 0-5 

-
1-0 
0-1 

1-0 
0-1 

1  0 
0  1 

The illustrative option for Scotland has been 
included in the option on local environmental 
services capital expenditure. 
43. The burden of the illustrative cuts in England 
and Wales would fall on the Sports Councils, which 
absorb over half this expenditure, particularly on 
their capital expenditure (grants to local authorities, 
National Centres and other major national projects) 
although the cuts would also result in a lower 
standard of maintenance of existing National 
Centres. In the longer term, the Sports Councils 
may have to reduce staff and administrative costs. 
The Nature Conservancy Council, which is a very 
labour-intensive organisation, would also be 
affected. The illustrative reductions would have to 
fall mainly on the care of existing nature reserves 
including maintenance urork on which there is 
already a heavy backlog due to earlier financial 
stringencies. The effects would be serious and 
cumulative over the years. The impact of cuts on 
the small budgets of the Countryside Commission 
and the grant-aided bodies would be very hard to 
absorb. 



9. Law, Order and Protective Services 

T A B L E 9 £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

E N G L A N D A N D W A L E S 
Administration of justice: 

Court services, etc. . capital 20-2 22-6 22-8 15-6 15-1 23-6 26-8 25-1 20-2 20-2 
current 74-9 81 0 92-0 94-9 102-5 102*4 101 0 102*6 105-3 105-3 

Legal aid current 39-4 44 7 46-9 54-3 60-5 71-1 76-3 77*9 82-5 82-5 

Total . 134*5 148 3 161-7 164-8 178-1 197-1 204-1 205-6 208-0 208 0 

Treatment of offenders: 
Prisons . capital 19-0 23 7 25-9 25-8 30-1 35-9 36-5 24-7 19-2 19-2 

current 123-8 123 9 134-6 153-3 146-2 149-1 147-6 146-8 146 0 146-0 
Probation and aftercare capital 1 3 2 3 2-7 3-5 3-9 5-1 4-1 2-2 1-1 1-1 

current 30*1 33 3 36-4 40-4 49-3 50-5 52-7 55-4 58-4 58-4 

Total . 174-2 183 2 199-6 223-0 229*5 240-6 240-9 229-1 224-7 224-7 

General protective services: 
Police capital 50-3 19 1 37-8 44-7 54-3 52-5 51-7 38-4 31-2 31-2 

current 712-9 721 1 745-0 784-4 820-9 843-2 868-9 879-4 892*8 892-8 
Fire capital 25-9 21 3 16-2 14-3 16-8 16-2 12-7 8-3 5-3 5-2 

current 168-8 170 5 173-2 191-2 209-4 206-7 208-6 209-5 210 6 210-6 
Other current 10 6 10-7 12-5 13-8 15-3 15-2 16-1 16-5 17-3 16-8 

Total . 968-5 942 7 984-7 1,048-4 1,116-7 1,133-8 1,158-0 1,152-1 1,157-2 1,156-6 

Civil defence capital 0-4 0-7 6 6 - 1 8 2-3 2-7 2-5 2-5 2-5 
current 11-9 13 3 13-6 13-8 1 2 0 13-8 10-6 10-2 9-8 9-8 

Total . 12-3 14*0 20-2 13-8 13-8 16-1 13-3 12-7 12-3 12-3 

Community services capital 6-5 8 7 6-8 6-9 7-0 4-1 3-4 1-9 1 0 1-0 
current 9-9 17 0 18-5 21-8 26-4 33-0 35-3 34-7 3 6 0 36 0 

Total . 16-4 25 7 25-3 28-7 33-4 371 38-7 36 6 3 7 0 37-0 

Central and miscellaneous services: 
Central and miscellaneous ser

vices . current 9-5 9*9 10-4 15-9 15-4 15-0 12-7 12-6 12-3 12-3 
Civil emergencies capital — 9-7 8-8 4-3 — — — — -current — — 0-8 0-4 1-2 1 2 0-8 0-8 -

Total . 9-5 9-9 10-4 26-4 24-2 19-7 13-9 13-8 131 13-1 

England and Wales capital 123-6 98-4 118-8 120-5 137-8 1440 137-9 103-1 80-5 80*4 
current 1,191-8 1,225*4 1,283-1 1,384-6 1,457-9 1,500-4 1,531 0 1,546-8 1,571-8 1,571-3 

Total . 1,315-4 1,323 8 1,401-9 1,505-1 1,595-7 1,644-4 1,668-9 1,649-9 1,652-3 1,651-7 

S C O T L A N D 
Administration of justice: 
Court services, etc. . capital 0-7 0-9 0 7 0 9 0-8 1-3 3-4 3-4 3-4 3-4 

current 4-8 5-2 5-7 7 0 8-2 9 3 1 0 0 10-7 10-8 10-8 
Legal aid current 3 1 3-3 3-5 4-2 5-3 5-1 4-8 5 0 5-1 5 1 

Total . 8-6 9-4 9-9 12-1 14-3 15-7 18-2 19-1 19-3 19-3 
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T A B L E 9 (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

S C O T L A N D (continued) 
Treatment of offenders: 

Prisons . capital 3-8 3 0 5*9 5 1 3-4 5-7 3-3 1-3 1-3 1-3 
current 11-6 12-2 12-2 12-7 14-0 14-4 14-7 14-5 14-5 14-5 

Probation and aftercare current 0 1 0 1 0-1 0 1 0-2 0 1 0 1 0-1 0 1 0 1 

Total . 15-5 15-3 18-2 17-9 17-6 20-2 18-1 15-9 15-9 15-9 

General protective services: 
Police capital 7-5 7-4 8-2 7-7 8-5 6*9 5-5 4-7 4-3 4-3 

current 72-4 74-7 79-2 81 4 86 9 90*5 89-0 90-2 91*6 91-6 
Fire capital 2-4 3-7 2-5 1-5 4-0 2-7 2-9 2-2 1*9 1-8 

current 17-7 18-1 19*3 19-7 20-4 20-7 20*5 20-5 20 5 20-5 

Total . 1000 103 9 109-2 110-3 119*8 120-8 117-9 117-6 118-3 118-2 

Chi! defence current 1-3 1-2 0-9 0-8 0-8 0-8 1 0 1-0 1-0 1-0 

Total . 1-3 1-2 0 9 0 8 0*8 0-8 1 0 1-0 1 0 1 0 

Community services capital 1 6 2 1 2-4 1 1 0-8 1-1 1-2 1 2 1-2 1-2 
current 0 3 0-8 1-5 2 0 2-3 2-5 2-8 2 9 2-9 2-9 

Total . 1-9 2-9 3-9 3-1 3-1 3-6 4-0 4-1 4-1 4-1 

Central and miscellaneous services: 
Central and miscellaneous ser

vices . current 0-9 0 9 0-9 1-0 1 0 1 0 [-0 1-1 1-1 II 
Civil emergencies current 0-1 0 1 

0 9 0 9 0-9 1*1 I I M 1 1 1-1 Total 

Scotland capital 16-0 171 19-7 16-3 17-5 17-7 16-3 12-8 12-1 12-0 
current 112-2 116-5 123-3 128*9 139-2 144*5 143-9 146-0 147-6 147-6 

Total .  .  .  . 128-2 133-6 143-0 145-2 156-7 162*2 160-2 158-8 159-7 159-6 

V A T paid by local authorities: 
capital 0-2 0-3 0-2 0-2 0-2 0-2 0-2 0*2 0-2 0-2 
current 4-3 4-3 4-5 4-5 4-2 4-0 4 1 4*2 4-2 4-2 

Total .  .  .  . 4-5 4-6 4-7 4-7 4-4 4-2 4-3 4-4 4-4 4-4 

Total law, order and protective 
services. Great Britain: 

capital 139-8 115*8 138-7 137-0 155-5 161-9 154-4 1161 92-8 92-6 
current 1,308-3 1,346*2 1,410-9 1,518-0 1,601-3 1,648-9 1,679-0 1,697 0 1,723*6 1,723 1 

Grand Total . 1,448-1 1,462 0 1,549-6 1,655*0 1,756-8 1,810-8 1,833-4 1,813-1 1,816-4 1,815-7 

Changes from Cmnd. 6393 revalued: -18-1 -2-2 i-12 0 -H12-3 +11-9 
Cmnd. 6393 revalued . 1,774-9 1,813-0 1,821-4 1,800-8 1,804-5 

ENGLAND AND WALES biggest single element is police manpower, to which 
General Ministers attach particular priority. The central 
1. This programme is dominated by local authority Government elements in the programme are largely 
current expenditure which, under present arrange- demand-determined, and" the demand is increasing. 
ments, is not under direct Government control. The In order to protect priority services, viz. police. 



prison staff, and the probation and fire services, 
capital expenditure was subject to a disproportion
ately heavy cut in last year's Survey. 
2. Against this background the Home Office have 
not been able to identify sufficient realistic savings 
to offset the additional bids. Nor is there any way 
in which illustrative reductions under the Survey 
ground rules could be achieved except by reducing 
essential protective services and/or by cutting out 
socially desirable expenditure, e.g. community 
services. In particular, the Home Office see little 
scope for further cuts in capital expenditure, and 
offer no significant policy options in this area. The 
Treasury consider that the capital programmes 
should not be regarded as necessarily exempt from 
further cuts. Effective measures to control the local 
authority elements of expenditure would involve 
politically contentious legislation, to which the 
Home Office arefirmly opposed. 
Administration of justice 
Magistrates' Courts 
3. Current expenditure was cut during the 1975 
Survey because it was assumed that changes could 
be made in the law which would reduce the work
load. There is now no prospect of this and the 
Survey basefigures are inadequate to cope with 
the expected demand. 
4. On the capital side, the Survey base figures 
will cover the completion of court houses already 
under construction and a small programme of new 
works in 1976-77. There will be no new work in 
later years. 
Higher Courts 
5. Current expenditure depends on the number of 
cases coming forward. For civil business costs are 
largely offset by fees. For criminal business the 
Survey base figures are inadequate to cope with 
present estimates of demand. Capital expenditure 
is being rephased and will be concentrated in the 
later years of the Survey period. Two major pro
jects will have to be deferred and one project 
omitted. 
Additional bids 
6. To deal with expected increase in civil and 
criminal business respectively: 
. £ mil l ion 

^ 1077-78 1978-79 1979-80 1980-81 

Magis t r a t e s ' C o u r t s . 1-8 1-5 0 - 5 0 - 5 
Highe r C o u r t s . 1-3 2 -3 3 1 3 -4 
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7. Additional provision is also required by the 
Department of the Director of Public Prosecutions 
(DPP) to meet the forecast increase in criminal 
proceedings, including staff costs and payments to 
Counsel: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0 - 4 0 - 4 0 - 3 0*3 

Policy Options 
8. The following savings could be achieved on 
capital expenditure on Higher Courts by postponing 
two projects due to start in 1979-80. The pro
gramme has already been reduced from the 1973 
level of 17 projects (140 court rooms) to 9 projects 
(79 court rooms). Further cuts on top of those 
would unacceptably delay the administration of 
justice. 

£ mi l l ion 

1977-78 1978-79 1979-80 1980S 1 

0 - 4 1 0 0 -9 0 - 9 

9. The following savings on current expenditure on 
Higher Courts would entail, for criminal business, a 
transfer of work by very contentious legislation 
from higher courts to magistrates' courts and for 
civil business a large increase in fees. 

£ mi l l ion 

1977-78 1978-79 1979S0 1980S1 

0 J V0 1^0 1 0 

10. Savings of the following order could be made 
by cutting the staff of the DPP. But legislation 
would be required to relieve him of the need to 
intervene in certain cases: 

£ million 

1978-79 1979S0 1980S! 

0 - 2 0 - 2 0 - 2 

Legal aid 
11. Expenditure on civil and criminal legal aid 
depends upon the number of applicants. The survey 
basefigures are inadequate to cope with present 
estimates of demand. The Lord Chancellor proposes 
to contain expenditure on civil legal aid by with
drawing it from undefended divorce cases. This will 
be controversial and will necessitate using part of 
the resources thereby released for the extension of 
legal services in other directions. The net savings 
will not meet the increase in demand. 
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Additional bids 
12. To cope with present estimates of demand: 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

H o m  e Office 0 8 0-8 0-9 0*9 2-6 
Lord Chancellors 

Department - 0-7 1-5 0-9 4-1 

Policy options 
13. The following savings would require legisla
tion, either to make financial qualifications more 
stringent (difficult to achieve in practice) or to 
remove entitlement to criminal legal aid in certain 
classes of case, in addition to undefended divorce 
cases (which would be very controversial). 

£ million 

/977 1978 1979 1980 
-78 -79 -80 -81 

H o m e Office 5-3 5-3 5*3 5-3 
Lord Chancellors Depart
ment . . . . 1-4 2-9 3*0 3-0 

Criminal injuries compensation board 
14. The number of applicants, and hence the 
number of payments by the Board, is expected to 
rise. Unless the scheme is altered there will be 
insufficient provision for the last two years of the 
Survey period. 

Additional bids 
15. To deal with increase in number of applicants 
now forecast: 

£ million 

1979-80 1980-81 

0-2 1-3 

Policy option 
16. The following savings, from halving the cost 
of tbe scheme, would cause hardship. They might 
be achieved e.g. by cutting out awards below £500. 
or reducing the scale of all awards. 

£ million 

1977-78 1978-79 1979-80 1980-81 
4-0 4-5 5 0 5-0 

Treatment of offenders 
PRISONS : 
Current Expenditure 
17. At present there are 41,600 people in prison, 
about 1,400 more than assumed in Cmnd. 6393. 
Most current expenditure is on wages of prison 
staff. Revised forecasts since Cmnd. 6393 show a 
shortfall in expected receipts from prison industries. 
The Survey base figures do not provide for the cost 
of about 150 prison officers formerly on detached 
duty in Northern Ireland, who are no longer 
required there, but are needed in their establish
ments in England and Wales to deal with the 
increase in the prison population and reduce over
time. Unless extra provision is made to deal with 
these developments, manpower will have to be 
reduced. Prisoners would then have to spend most 
of their time in their cells; both control and security 
would be put atrisk: and there would be further 
losses of earnings from prison industries. If main
tenance of buildings had to be reduced, the fabric 
in some establishments might become unusable. 

Capitol expenditure 
18. Building schemes already started will be com
pleted. providing about 5,000 new prison places over 
the Survey period. A start will be made on a new 
prison at Low Newton which in the view of the 
Home Office is essential to deal with difficult and 
dangerous prisoners. Other building schemes will 
be essential to maintain security and the operation 
of essential services, and to keep prisoners housed 
and occupied. 

Additional bids 
19. Additional provision is required as follows: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

1. Cost of prison officers 
formerly detached to 
Northern Ireland 0-8 0 8 O  S 0-8 

2. Shortfall in receipts from 
prison industries 4-4 5-5 7-5 7-5 

Policy options 
20. In the view of the Home Office there is no 
scope for further reductions in capital expenditure, 
while cuts in current expenditure would exacerbate 
the position described above. 



PROBATION AND AFTER-CARE 
21. Cmnd. 6393 assumed that the number of pro
bation officers would rise from 4,818 to 5,340 by the 
end of 1979-80; but the allowance made for training 
costs is now found to be inadequate and it will not 
be possible to provide fully for this planned increase. 
The Surveyfigures do not allow for the expected 
growth of work (and hence staff requirements) 
between 1979-80 and 1980-81. However, the 
Surveyfigures provide for the extension of com
munity service schemes, the expansion of the day 
training centre scheme, and for 900 places in adult 
probation and bail hostels in addition to the present 
540. 

Additional bid 
22. The following bid is to cover training costs 
and to provide for expected growth between 1979-80 
and 1980-81. 

£ million 

1977-78 

-0-2 
1978-79 

0-5 
1979-80 

0-3 
1980-81 

0-5 

Policy options 
23. The following savings would entail an initial 
reduction in manpower and limitations on later 
expansion, which would involve lowering standards 
of supervision. Construction or acquisition of 
hostels and the development of other forms of non
custodial treatment would be stopped. 

£ million 

1977-78 1978-79 1979-80 1980-81 

1 1 2-2 2-3 2-3 

General protective services 
POLICE 
24. It was assumed in Cmnd. 6393 that the number 
of police officers would rise from 107,000 on 
31 March 1976 to 112,250 on 31 March 1980. 
Authorised establishment on 31 March 1976 was 
117,000. Continued improvement in recruiting and 
some essential increases in establishments have led 
to a revision of the formerfigures to 107,900 and 
115,000 respectively. These increases are taken into 
account in the Survey basefigures, except for some 
related expenditure on training and equipment. The 
Home Office assume that Ministers will continue 
to take the same view of the priority attached to 
police recruitment as they have in the past and 
which was reflected in Cmnd. 6393 in the statement 
that, if numbers should exceed the estimated growth, 
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provision will be made for additional expenditure 
within authorised establishments. The Treasury 
suggest that in the present economic situation these 
arrangements should be reviewed. 
25. The Surveyfigures assume a sharp reduction 
in the number of civilians including traffic wardens 
and cadets, from 45,890 on 31 March 1976 to 
44,200 on 31 March 1977. Thefigures then assume 
a gradual increase to 45,850 on 31 March 1980, and 
the same number in 1981. 
26. On the capital side the Surveyfigures allow 
for a small programme of operational buildings in 
1976-77 and a start on the new Merseyside Police 
Headquarters in 1977-78. Provision is also made 
for two enlarged forensic laboratories to replace four 
existing ones, for some redevelopment of the police 
training centres, and for completing the expansion 
of the Police College. By the end of the Survey 
period the scale and standard of many buildings will 
be far short of the requirements of the service. The 
Surveyfigures are inadequate to meet the expected 
requirement for police vehicles—this expenditure is 
not under Government control. 

Additional bids 
27. Additional provision is required as follows: 

£ million 
1977 1978 1979 1980 
-78 -79 -80 -81 

(i) Revised forecast in respect of 
superannuation payments 8-3 11-5 13-7 18-4 

(ii) Training and equipment for 
extra manpower agreed since 
Cmnd. 6393 1 0 0 9 0-8 0-9 

(iii) To provide for growth in man
power (1,000 officers) between 
1979-80 and 1980-81 . — - — 5 0 

(iv) Extra cost of Police Corn-
plain ts Board due to changes 
in the Police Bill since Cmnd. 
6393 0 1 0-2 0-2 0-2 

(v) Extra civilian staff for Metro-
politan Police branches deal
ing with fingerprints and 
criminal records. 0-1 0-1 0 1 0-1 

(vi) Restoration of cut made in 
1975 Survey in respect of 
superannuation contributions 

(vii) Revised forecast of require
ment for vehicles: 

— 0-6 2-1 1-8 

1976-77 
2-4 7 1 0-5 0-5 0-5 

(viii) Rephased replacements for, 
and improvement in. Police 
National Computer Unit 
(PNCU ) .  .  .  . -2-1 2-0 -0-4 -0-2 
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Policy options 
28. Significant savings could be achieved only by 
reducing the number of police cadets and restricting 
recruitment to the regular force. Reducing the 
number of cadets will adversely affect recruitment 
to the regular force when the employment market 
becomes more competitive. Restricting recruit
ment to the regular force could be achieved by 
allowing wastage to reduce to (say) 95 per cent of 
establishment those forces whose strength is now 
above this. However, as the London and some 
metropolitan county forces are already so deficient 
in manpower, they would still have room to recruit 
within the reduced establishments. There would 
have to be detailed control from the centre. There 
would be severe objections on grounds of loss of 
police effectiveness, loss of local autonomy and from 
those forces who were up to establishment, who 
would be asked to make sacrifices for forces who 
were not. 
29. Further savings of about £12-1 million a year 
from 1978-79 could come from reducing the number 
of traffic wardens and support staff. This would 
mean less enforcement of parking regulations and 
control of traffic and pedestrians and more conges
tion and delay in city centres, especially London. 
30. Further economies could be sought in the use 
of police vehicles. 
31. If legislation were to be avoided, all these 
measures would require the co-operation of chief 
constables and police authorities, which could not be 
counted upon—unless the state of the economy were 
seen to require draconian measures in every area 
of public expenditure. If (as the Home Office think 
more likely) co-operation was not forthcoming, the 
savings could be secured only by legislation which 
would impose a greater degree of central direction 
on the police service and alter the balance of control 
between Government and police authorities. The 
political problems of measures, and still more of 
legislation, to reduce police strength and damage 
recruitment, at a time of rising crime and additions 
to the burdens of the police, are self-evident. 
32. Smaller savings might be secured through 
internal reorganisation and amalgamations; and by 
deferring the formation of the Police Complaints 
Board: but this would mean amending the Police 
(Complaints) Bill now before Parliament. These 
and the other measures above would produce the 
following savings: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Manpower: 
Police. 2-0 5-2 7-9 9-3 
Cadets 1-0 3-0 5-0 6-0 
Traffic wardens . 12-5 12-5 12-5 -Vehicles .  .  .  . — 1 0 1 0 1 0 

Reorganisation . — 0-4 0-4 0-4 
Police Complaints Board . 0-2 0-2 0-2 0-2 

Total 3-2 22-3 27-0 29-4 

FIRE SERVICES 
33. The Survey basefigures reflect the assumption 
that the numbers of whole-timefiremen, of part
time and juniorfiremen, and of civilian staff, will 
remain constant at about 32,400. 14,000 and 5,300. 
respectively. To limit numbers to these levels 
depends upon the co-operation of local authorities. 
On 31 December 1975 the actual number of whole
timefiremen in post was 32,550, i.e. 150 above 
the limit provided for in the Surveyfigures. In 
1977-78 and succeeding years there will be reduc
tions in expenditure onfire research and on the fire 
service staff and technical colleges. 
34. Thefigures for capital expenditure assume a 
very limited and sharply declining building pro
gramme. This will mean the continuance in service 
of out-of-date stations and will make it difficult to 
replace worn-out fire appliances, with consequent 
risk of serious loss of operational efficiency. 

Additional bids 
35. To maintain numbers of whole-timefiremen at 
existing levels: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-7 0-7 0-7 0-7 

Policy option 
36. No option is offered in respect of manpower. 
To achieve the savings below, reductions would be 
needed in capital expenditure on newfire stations, 
fire service housing, appliances and vehicles. The 
co-operation of local authorities would be required. 
Coming on top of earlier reductions, cuts of this 
order would involve continuing to use out-of-date 
fire stations and appliances, which would seriously 
impair operational efficiency. 



£ million Civil Defence 
1977-78 1978-79 1979-80 1980-81 

3-2 2-7 1-7 1-7 

FIRE PRECAUTIONS LOANS ACT 1973 
37. Because the take-up of loans in earlier years 
has been slower than expected, repayments in the 
future will now be less. To keep within the Survey 
figures there would have to be some reduction in 
the future level of loans. 

Additional bid 
38. To maintain the level of funds available to 
local authorities: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

0 1 0-1 0 1 0-2 0-2 

OTHER PROTECTIVE SERVICES 
39. Most of this expenditure is concerned with 
the administration of the naturalisation service and 
controls on immigration, but the programme also 
covers the immigration appeal system and a grant
in-aid to the United Kingdom Immigrants Advisory 
Service. The Survey figures are inadequate to 
maintain these latter services. 

Additional bid 

40. The immigration appeal system is statutory. 
Provision was cut in the 1975 Survey but there is 
no falling off in demand. To meet the demand the 
cut needs to be restored: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

(i) Fees to appellate authorities O-l 0 1 0-1 0 1 
(ii) Grant to United Kingdom 

Immigrants Advisory 
Service (UKIAS) . 0 1 0-1 0-1 -

Policy option 
41. The following saving could be secured by 
cutting support for UKIAS. This would attract 
strong opposition from the immigrant community. 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-2 0-2 0-2 0-2 
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42. The Survey figures are insufficient to maintain 
in a useable condition the oil pipeline and storage 
system; under the control of the Department of 
Energy. Nor are the figures sufficient to maintain 
emergency and strategic reserves of food at levels 
previously approved by Ministers as the minimum 
necessary to mitigate the effects of a serious civil 
or defence emergency. 

Additional bids 

43. The following additional provision would be 
required to maintain the oil pipeline and storage 
system and the food reserves at the approved 
level: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Oil pipeline and storage 
system 

Strategic food stocks. 
Emergency food stocks 

1-3 
0-8 
0-2 

4-2 
8-2 
0-4 

4-5 
8-9 
0  ] 

4-7 
2-6 
0-6 

The main items on the food stockpile are: 
£8 million in both 1978-79 and 1979-80 for re
building the sugar stocks (which were reduced 
during the 1974 sugar shortage) to the previous 
approved level; £1 million per year for the turnover 
of fat; and £2 million in 1980-81 for the turnover 
of biscuits and yeast. Offsetting savings could only 
be provided by a policy decision to reduce stocks 
below the approved levels, which would itself imply 
abandoning or restricting the rebuilding of the sugar 
stocks. 

Policy options 
44. A review by officials has recommended that 
some oil storage sites and stocks be disposed of. 
The major part of the pipeline network is no longer 
needed for civil emergency purposes and a possible 
reduction is under consideration. BNOC might 
ultimately take over the system. The illustrative 
savings on food stocks required by the Ground 
Rules are: 

£ million 

7977 1978 1979 1980 
-78 -79 -80 -81 

Strategic and emergency stocks 0 -1 0-2 0-2 0 2 

These would similarly require a policy decision to 
run the food stockpiles at lower levels. 
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Community Services 
45. Cmnd. 6393 made provision for the continua
tion of existing urban programme projects, grants 
to voluntary bodies and the new Equal Opportuni
ties Commission (EOQ, and for replacing the 
separate Race Relations Board and Community 
Relations Commission by a new Race Relations 
Commission (RRC). The Surveyfigures will allow 
the RRC and the EOC to continue at the planned 
level of activity. As regards the urban programme 
there is very little scope for new capital projects 
after 1977-78 unless savings are created by not 
continuing existing projects beyond their initial 
period. 

Additional bids 
46. An interdepartmental group has reported 
separately on the problems of inner city areas. If 
in the light of their report Ministers decide to 
restore the capacity of the urban programme to 
fund new projects on the previous scale the amounts 
involved are set out below. The report says that 
any addition to this programme must be contained 
within the overall public expenditure limits, though 
it does not say how this should be done: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-7 5-8 8-1 8-4 

47. To extend beyond 1976-77 the period of grant 
aid for special projects for ethnic minorities (which 
is part of the urban programme) would involve: 

£ million 

1977-78 1978-79 1979-80 1980-81 

1-5 1-5 1-5 1-5 

Policy options 

48. The following saving would be required: 
(i) Community relations 

£ million 

1977-78 1978-79 1979-80 1980-81 

5-6 6-4 6-8 6-8 

This would require legislation to abolish the Equal 
Opportunities Commission, the Community Rela
tions Commission, and the Race Relations Board 
and postpone establishment of Race Relations 
Commission. Politically it would involve a major 

reversal of policy; it would weaken greatly the 
position of women and ethnic minorities; it would 
be claimed that it marked an end of Government 
concern about race relations. About 350 staff 
would be redundant. If the Home Office were to 
take responsibility for making grants to local organi
sations the community relationsfield work could 
continue. The savings would be reduced by 
£1 million a year. 
(ii) CDP and other urban deprivation: research 

and development 
£ million 

1977-78 1978-79 1979-80 1980-81 

0-7 0-5 0-5 0-5 

To secure these savings would entail the premature 
cessation of Community Development Projects 
(CDP), and the stopping of development of com
prehensive community programmes. 
(iii) Urban programme projects 

£ million 

1977-78 1978-79 1979-80 1980-81 

5-1 2-9 2-8 2-8 

These savings could be secured by not issuing new 
approvals for projects under the urban programme; 
existing grants would be renewed. 

RHODESIA 

49. No provision was made in Cmnd. 6393 for 
dealing with a possible influx of refugees from 
Rhodesia. 

Additional bid 
50. An influx of refugees would affect several 
Departments. About £40 million of additional 
expenditure would fall to the Home Office. The 
total might be £65-£140 million in 1977-78. 

Central and miscellaneous services 
Additional bid 
51. Contingent provision of £1-5 million in 
1980-81 is required for Home Office dispersal. 

Policy option 
52. The following saving might be secured by 
stopping all Home Office sociological and crim
inological research, and ̂all research for police, 
prison andfire services except research concerned 
with forensic science and operational equipment: 



£ mi l l ion 

1977-78 1978-79 1979-80 1980-81 

3-0 3 0 3-0 3 0 

SCOTLAND 
Administration of Justice 
COURT SERVICES 
Implications of Survey figures 
53. The Survey base figures include no provision 
for the Divorce Reform (Scotland) Bill at present 
before Parliament. The figures are insufficient to 
enable construction both of Glasgow Sheriff Court 
and phase I of Shotts prison (see below) to proceed 
as planned, but otherwise the most essential 
buildings can be constructed, and extensions and 
renovations of some existing buildings undertaken. 

Additional bids 
54. If the Divorce Bill is passed this will result in 
additional expenditure which by 1980-81 will 
amount to £0-2 million. 

55. In the years 1977-78 and 1978-79 the base 
figures for the courts building programme will be 
underspent by £1-6 million; this matches the extra 
money which will be needed under the revised esti
mate of costs to complete phase I of the new prison 
establishment at Shotts, a project already com
mitted. The amounts involved should therefore be 
assigned to prisons from the court allocation for 
these two years. The saving on the court head is 
due to delay in starting the Glasgow Sheriff Court 
to which very high priority is attached as accommo
dation there is already inadequate. The project will 
require additional expenditure in the later years of 
the programme. This will be partially offset by 
small savings on prisons and the net adjustments 
required as follows: 

£ mi l l ion 

1977-78 1978-79 1979-80 1980-81 

Court Services (PSA). 
Prisons (PSA) . 

-1-1 
1  3 

-0-5 
0 3 

0 5 
-0-1 

1*6 
- 0  1 

0-2 - 0 2 0-4 1-5 

The Treasury suggest that in this situation, and 
given that expenditure on the prison is virtually 
committed, the start of the Court house should be 
delayed, unless offsetting savings are found. 

CROWN PROSECUTIONS AND OTHER LEGAL SERVICES 

Additional bids 
56. Additional provision is required to meet the 
increased volume of payments of expenses by Pro
curators Fiscal for criminal prosecutions in Sheriff 
Courts and in the new District Courts which became 
fully operational on 15 May 1976. 

£ mil l ion 

1977-78 1978-79 1979-80 1980-81 

0-1 0-1 0 1 0-2 

Policy opltons 
57. Reductions of the following order could only 
be made in manpower, and would have to fall for 
the most part on the Procurator Fiscal Service, the 
largest element in this programme. 

£ mil l ion 

1977-78 1978-79 1979-80 1980-81 

0  1 0-2 0-2 0-2 

Legal add 
Implications of Survey figures 
58. The Surveyfigures are inadequate to meet 
present forecasts of demand, partly because of the 
extension of legal aid to the new district courts as 
from May 1975. 

Additional bid 
59. To meet present forecasts of demand: 

£ mil l ion 

1977-78 1978-79 1979-80 1980-81 

0-6 0-5 0-6 0-7 

Policy options 
60. These following savings could be secured by 
legislation to make the financial qualifications more 
stringent. Certain options available in England and 
Wales-—e.g. withdrawing legal aid from undefended 
divorce cases—are not available in Scotland without 
a fundamental change in evidential requirements. 

£ million 

1977-78 1978-79 1979S0 1980-81 

1-2 1-2 1-2 1-2 
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Criminal injuries compensation board 
Additional bid 
61. In consequence to the bid for England and 
Wales referred to in paragraph 14 there would be 
an additional bid of £0-3 million in 1980-81. 
Policy options 
62. The following savings would arise from modi
fying the scheme on the lines of the option for 
England and Wales referred to in paragraph 16: 

£ million 

1977-78 1978-79 1979-80 1980-81 

1-0 1  1 1-3 1-3 

Treatment of offenders 
PRISONS 
Implications of Survey figures 
63. It is estimated that the total number of 
prisoners held in custody in Scotland will increase 
by about 14 per cent over the period, from an 
average of 5,200 in 1976-77 to about 5,950 in 
1980-81. The Survey figures imply no new starts 
on major buildings and no increase in staff after the 
end of 1976-77. This would lead to a steady 
worsening of custodial standards and accommoda
tion and a slowing down of development of prison 
industries and training. Capital programmes have 
been severely cut and if phase I of Shotts prison 
is to be constructed in time funds would have to be 
diverted from the Courts capital programme (see 
paragraph 55 above). 

Additional bids 
64. (i) To allow present inmate /staff ratios to be 
maintained: 

£ million 

1977-78 1978-79 1979-80 1980-81 

- 0-3 0-7 1-1 

(ii) To cover expected shortfall in respect of receipts 
from prison industries: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-6 0 8 0-8 0-8 

(iii) To allow for development of methods of train
ing and rehabilitation including fuller utilisation of 
new establishments now open or about to be corn
missioned : 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-5 0-5 0 5 0 5 

(iv) Capital expenditure has been cut to a level 
below that necessary in the longer term to maintain 
the present estate. To cover this and the growth of 
inmate population and other developments: 

£ million 

1977-78 1978-79 1979-80 1980-81 

1-0 1-0 1-0 1 0 

General protective services 
POLICE 
Implications of Survey figures 
65. The Surveyfigures provide for about 12.600 
regular police in 1976-77, for 12,330 in 1977-78, 
12,430 in 1978-79 and about 12,650 in 1979-80 and 
1980-81. Thefigures in 1977-78 and 1978-79 are 
low because the implications of the ievel of recruit
ment assumed in the rate support grant settlement 
for 1976-77 have not been carried forward into the 
following years. Recruitment had reached almost 
12,500 by March 1976 and, to stay within the base 
figures, it would be necessary to run down projecte
police strengths by some 300 in 1977-78 and about 
250 in 1978-79. As of now no steps have been 
taken to bring this about The capital expenditure 
figures allow for no starts on new buildings (other 
than very minor projects) within the Survey period. 

Additional bids 
66. The following additional provision would be 
required for the manpower levels currently forecast 
and to prevent the necessity of running down 
strengths in 1977-78 and 1978-79, which would be 
inconsistent with present policies: 

£ million 

1977-78 1978-79 1979-80 1980-81 

1  9 1-2 0-2 0-2 
(Estimated mid-year 

strength regular 
police) (12,650) (12,675) (12,700) (12,700) 

To allow for some additional expenditure on equip
ment following local government reorganisation and 
also for some building projects which have had to 
be deferred; 

£ million 

1977-78 1978-79 1979-80 1980-81 

1-0 1 0 1-0 1-0 
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67. The following bid is consequential on the 
Home Office proposals for the police national com
puter (paragraph 27 above): 

£ million 

1977-78 1978-79 1979-80 1980-81 

-0-2 0-2 --
Policy options 
68. The following savings might be secured by 
reducing numbers of cadets and traffic wardens and 
running down all police forces which axe at more 
than 95 per cent of establishment. (See under 
England and Wales (paragraph 31) above.) 

£ million 

1977-78 1978-79 1979-80 1980-81 

- 0-4 1-4 1-4 

FIRE SERVICES 
Implications of Survey figures 
69. The Survey figures provide for the total of 
full-time firemen to remain constant at about 3900 
men. The number in post at 31 March 1976 was 
about 3950. Local authorities appear to be main
taining some restraint; but after allowing for a rise 
in the number of pension payments as a result of an 
increasing number of retirements, thefigures imply 
a reduction of about 100 men over the period. The 
capital programme has already been reduced to 
what might be regarded as a dangerously low level. 
The figures contain no allowance for an increased 
need for fire protection as a consequence of North 
Sea Oil developments. 

Additional bids 
70. Local authority budget estimates for 1976-77 
show that current expenditure is running consider
ably above the level allowed for in the rate support 
grant settlement for last year. To allow for this 
and for a gradual increase in the number of pension 
payments at existing values the following sums are 
required: 

£ million 

1977 1978 1979 1980 
-78 -79 SO SI 

To take account of local authority 
levels of spending in 1976-77 . 0-8 0-8 0-8 0-8 

Pensions 0 1 0 1 

71. It is difficult to quantify the requirement to 
deal with the consequences of North Sea Oil 

development, but the appearance of large new instal
lations and their communities in very remote parts 
of Scotland where there is no regularfire service will 
involve introducing elements of a whole time fire 
service: 

£ million 

1977-78 1978-79 1979SQ 1980-81 

0-5 0-5 0-5 0-5 

Policy options 
72. The following savings might be achieved by 
cuts in local authority capital expenditure, which 
would virtually stop all new developments. 

£ million 

1977-78 1978-79 1979S0 1980S1 

0-5 0-5 0-5 0-5 

Community services 
URBAN PROGRAMME 
Implications of Survey figures 
73. The Survey figures assume that the Urban 
Programme will continue at its existing level of 
about £4 million a year. 

A dditional bid 
74. It has been the policy of the Secretary of State 
for Scotland to guide resources from appropriate 
programmes towards comprehensive schemes to 
remedy urban deprivation. In view of progress in 
thisfield, and in particular with the Glasgow urban 
renewal project, the Scottish Office wish the 
following extra provision to be made: 

£ million 

1977-78 1978-79 1979S0 1980-81 

Current 0-2 0 5 1-0 1-0 
Capital . 0-8 2-4 3-9 3-9 

1 0 2-9 4-9 4-9 

Policy options 
75. In view of the importance attached to this 
service in relation to the Glasgow urban renewal 
project no option is offered. 



10. Education and Libraries, Science and Arts 
T A B L E 10 £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

E D U C A T I O N A N  D LIBRARIES 
England and Wales (excluding 

Lnirersitics) 
SCHOOLS ENGLAND: 
Capital expenditure: 
Under fivesO) 
Primary, second

other 
 and 

-

509-9

 

 608-7

 

 581-0

 16 3

 425-1

 25-8 

 328-7 

17-0

320-7

 9-2

 248-8

 6-1

 204-5

 5-4

 190 1

 5-4 

 185-1 

Total .  .  .  . 509-9 608-7 5810 441-4 354-5 337-7 258-0 210*6 195-5 190-5 

Current expenditure: 
Under fivesf?) 
Primary 
Secondary 
Other .  .  .  . 

- — 99-8 106-8 132 8 
1,041 1 1,094 0 1,057-3 1,116-9 1,222-6 
1,157-4 1,222-7 1,318-4 1,415-3 1,354-4 
254-4 273-3 286-4 294-0 305-7 

144-1 150 0 151-8 154-2 1560 
1,2160 1,203 1 1,178-4 1,149-9 1,115-4 
1,397-1 1,437-7 1,467-7 1,491-3 1,502-7 
316-3 320 0 323-0 327-0 327-2 

Meals . . . . 210-1 231 1 269-2 3171 332-3 347-9 295-0 263-3 219-8 216-6 
Milk .  .  .  . 14-6 11-4 11-4 11-4 11-4 17-3 16-8 17-2 16 3 15-7 

Total .  .  .  . 2,677-6 2,832-5 3,042-5 3,261-5 3,359-2 3,438-7 3,422-6 3,401-4 3,358-5 3,333-6 

SCHOOLS WALES: 
Capital expenditure: 

Under fivesC) 
Primary, secondary and 
other 

-
38-3 

-
43-4 

-
37-1 

0-4 

22-6 

1-9 

18-6 

1-3 

17-6 

0-9 

12-7 

0-7 

10-0 

0 6 

9-2 

0-6 

9 1 

Total .  .  .  . 38-3 43-4 37-1 23 0 20-5 18-9 13-6 10-7 9-8 9-7 

Current expenditure . 
Under fivesO — — 9-8 11-8 14-4 16-3 17-4 17-6 17-9 18-1 
Primary 
Secondary 
Other .  .  .  . 

70-5 
71-8 
15-2 

74-1 
76-4 
15-8 

68-8 
83-9 
161 

70-9 
88 8 
17-1 

79-3 
86-J 
16-7 

77-0 
89-8 
18 0 

75-1 
93 0 
18-6 

73-3 
9 5 0 
19-1 

71-1 
96 1 
19-7 

68-2 
96-1 
19-9 

Meals .  .  .  . 13-5 14-8 16-6 19-9 20-9 21-7 18-6 17 0 14-4 14-4 
Milk .  .  .  . 1-0 0-9 0-9 0-7 0-8 1-0 1-0 1  0 1-0 1 0 

Total . 172 0 182 0 196 1 209-2 218-2 223-8 223-7 2230 220-2 217-7 

FURTHER EDUCATION—capital 
current 

122 1
625-3

 1081
 667-9

 110-7
 678-7

 89-8
 703-9

 52 5 
 743-3 

60-3
774-9

 61-9
 789-7

 54-7 
 809-1 

54 0
836 0

 57-1 
 869-6 

Total . 747-4 776 0 789 4 793-7 795-8 835  2 851-6 863-8 890-0 926-7 

TEACHER TRAINING—CSpffal 21 0 17 0 15-1 9-9 3 0 2*5 2 0 1-7 1-7 1-5 
222-8 231 1 237-0 225-4 237-0 217-3 201-8 192-3 191-8 194-6 

current 
243-8 248 1 252 1 235-3 240 0 219-8 203-8 194-2 193-5 1961 

Total .  .  .  . 
LIBRARIES: 
National libraries 

Staff administration, etc. 
Purchase grants 
Capital. 

Local libraries—capital 
current 

6 1 
1-9 
2-6 
16-9 

116-9 

6  0 
1-9 
2-5 
2 5 1 
123-3 

9-6 
3-2 
3*9 
24-1 
127-2 

13-3 
3-3 
0-4 
22-4 
134 1 

14-2 
3-2 
0-9 
14-4 

140-0 

15-5 
3-8 
8-1 
11-6 
139-6 

17-6 
4-4 
3-1 
7-6 

141-4 

17-7 
4-7 
2-6 
2-5 

143-9 

19-3 
4-8 
4-8 
2-2 

145-4 

19-1 
5  0 
4-8 
2-2 

145-4 

Total .  .  .  . 144-4 158-8 168 0 173-5 172-7 178-6 174-1 171-4 176-5 176-5 



T A B L E 10 (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

England and Wales (continued) 
MISCELLANEOUS EDUCATIONAL 

SERVICES, RESEARCH AND 
ADMINISTRATION' 
Youth services, etc.-capital 14-8 17-1 18-2 11 6 1 5 0 15-1 15-4 14-7 14-7 14-7 

current 48-5 54-7 58-3 54-6 5 6 0 57*5 57-9 58-1 58-3 58-5 
Research and other services 6-7 8 1 8-0 8 6 10 9 12-2 14-6 14*7 15-3 15-3 
Administration . 228-4 249-0 258-5 253-9 252-9 258-3 260-7 261*3 262-3 266-1 

Total .  .  .  . 298-4 328-9 343-0 328-7 334-8 343 1 348*6 348-8 350*6 354-6 

Total England and Wales-capital 725*6 821-9 790-1 598-5 460-8 454-2 361*6 297-5 282-7 280-5 
current 4,106-2 4,356-5 4,619 1 4,867-8 5,034-9 5,141-6 5,134*4 5,126*4 5,111*9 5,124-9 

Total .  .  .  . 4,831-8 5,178-4 5,409-2 5,466-3 5,495*7 5,595*8 5,496 0 5,423-9 5,394*6 5,405-4 

Scotland (excluding Universities) 
SCHOOLS: 
Capital expenditure: 

Under fivesO — — — 2 6 6-7 2-8 1 0 0-7 0*6 0-6 
Primary, secondary and 
other 58-7 82-0 90-0 49 6 55-3 61 -6 47-0 36*9 33-2 33 0 

Total 58-7 82-0 90-0 52-2 6 2 0 64-4 4 8 0 37-6 33*8 33-6 

Current expenditure: 
Under fivesf2) — — 5-3 5-7 9-2 10-3 10-3 10-7 1 1 0 11-3 
Primary 152-2 157-5 156-3 163-4 165-1 161 3 155-6 150-7 145-0 139-2 
Secondary 163-0 176-6 195-3 206-9 214-7 217-7 218-1 218-9 218-8 218-1 
Other .  .  .  . 24-8 25-3 26*6 27*3 28-9 29-8 30-4 30*6 30 6 30 5 
Meals .  .  .  . 23-1 26-3 28-4 30-4 31-5 30-6 26-8 23-2 19-8 19-3 
Milk . . . . 2-2 1-9 2 0 2 0 1-9 2*4 2-5 2*5 2-4 2-3 

Total .  .  .  . 365-3 387-6 413-9 435*7 451-3 452-1 443-7 436-6 427-6 420-7 

FURTHER EDUCATION-capital . 20-3 13*9 10*7 7-2 8-3 11*4 11-8 9*0 6-7 6-7 
current. 61-8 66-4 69-4 74-4 76-4 78-4 81-3 83-7 84-6 86-2 

Total .  .  .  . 82-1 80-3 80-1 81 6 84*7 89-8 93-1 92-7 91-3 92*9 

TEACHER TRAINING—Capital . 5-3 4-1 3-7 2 8 2-1 1-7 1-1 0*8 1-1 1-1 
current 25-8 26-1 26 9 27-1 25*9 24-7 21-6 19-4 181 18-5 

Total .  .  .  . 31 1 30-2 30 6 29-9 2 8 0 26-4 22-7 20-2 19-2 19 6 

libraries: 
National libraries: 
Staff administration, etc.. 0-5 0-6 0-6 0-7 0-7 0-8 0 8 0-7 0-7 0 7 
Purchase grants 0 1 0-1 0-1 0 1 0-2 0*2 0-2 0*2 0-2 0-2 
Capital — - — — — -Local libraries—capital 1-2 1-8 3-4 1-4 1*9 2-4 1-2 1 1 1-0 1-0 

current 10-2 111 11-9 11-9 13-9 13-9 12-4 12-4 12-4 1 2 4 

Total .  .  .  . 12 0 13-6 1 6 0 14-1 16*7 17-3 14-6 14-4 14-3 14-3 



T A B L E 10 (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Scotland (excluding Universities) (cont inued) 
MISCELLANEOUS EDUCATIONAL 

SERVICES, RESEARCH A N D 
ADMINISTRATION: 
Youth services, etc.—capital 2-6 4-0 4-3 4-9 5-1 5*2 5-3 5-1 4*4 4-4 

current 6 1 7-7 8-9 9-3 11-4 11-6 9*6 9-6 9 6 9-6 
Research and other services 0 8 0-9 1-0 1*0 II 1-1 1*1 1-0 1-0 1*0 
Administration . 17-0 18-4 19-0 19*6 21-7 21-8 19*4 19-4 19-4 19-4 

Total .  .  .  . 26-5 31-0 33-2 34-8 39-3 39-7 35*4 35* 1 34-4 34-4 

Total Scotland—capital . 88-1 105-8 112-1 68-5 79-4 85-1 67-4 53*6 47 0 46-8 
current . 487-6 518*9 551-7 579-8 602-6 604-6 590*1 583-0 573*6 568-7 

Total .  .  .  . 575-7 624-7 663-8 648-3 682-0 689-7 657-5 636-6 620-6 615-5 

UNIVERSITIES ( G R E A T BRITAIN) 
Capital grants 124-9 124-3 138-4 93*5 110 6 91*6 93-1 72-2 74-1 78-4 
Current grants: 
D E S 465*2 492-5 553-3 576-4 583*7 587-1 575-5 578-1 590-7 604-1 
S E D 0-2 0-3 0-2 0-2 0*2 0-2 0 2 0-2 0-2 0 2 

Student awards: 
D E S 123-3 107-8 116-6 121-7 140-1 142-7 147-2 151-8 157-2 161-1 
S E D 1 7 0 17-4 16-6 17-2 17*9 20-8 21-3 2 3 0 24-7 26*0 

Administration 0-7 0-7 0-7 0-7 0*7 0-8 0-8 0*8 0-7 0-7 

Total .  .  .  . 731-3 743 0 825*8 809-7 853*2 843-2 838-1 826-1 847-6 870*5 

V A T paid by local authorities . 49-1 51-5 50-0 48-9 47-0 50 5 49 3 48*8 48*9 48-9 
Total education and libraries: 

Great Britain-capital . 947-6 1,062*7 1,049-8 768*8 657-1 639-1 529-6 430-7 411-1 413-0 
current . 5,240-3 5,534-9 5,899-0 6,204-4 6,420-8 6,540 1 6,511-3 6,504-7 6,500-6 6,527-3 

Total .  .  .  . 6,187-9 6,597-6 6,948-8 6,973-2 7,077-9 7,179-2 7,040-9 6,935-4 6,911-7 6,940-3 

S C I E N C E 
Research councils, etc. 236-3 244-1 227-9 230-8 233-9 215-9 216-1 2111 210-7 210-7 
Operating costs of the Natural 

History Museum . 2-3 2-2 1-2 1 2 1-4 1-4 1-1 1-1 1-0 1 0 

Total .  .  .  . 238-6 246-3 229-1 232-0 235-3 217-3 217-2 212*2 211-7 211-7 

A R T S 
National museums and galleries: 
Capital expenditure 4-7 1-6 1-9 4-7 4-5 5-8 4-2 3-2 2-0 2 0 
Annual purchase grants 2-1 3-0 2-4 2 0 4-0 3-5 3*7 3-8 3-8 3-8 
Other current expenditure 18-6 19-2 19 6 21-1 21 8 24-3 25-2 25-3 25-6 25-6 

Local museums and galleries— 
capital 3-7 3-8 5-9 5-8 2 1 3 1 4-4 4 1 1-5 1-5 
current 13-4 14-9 15-9 20-9 22-4 22-7 22*4 22-5 22-5 22-5 

Arts Council and other arts— 
capital 3-9 5*8 5-1 8-1 4-8 2-8 1-6 0-8 0-6 0 6 
current 2 6 0 30-3 34-2 34-9 36-0 41-5 42-3 39-3 40-6 40-6 

Total arts-capital 12-3 11-2 12-9 18-6 11-4 11 7 10-2 8 1 4-1 4-1 
current 6 0 1 67-4 72-1 78-9 84-2 92-0 93-6 90-9 92-5 92-5 

Total .  .  .  . 72-4 78-6 8 5 0 97-5 95-6 103-7 103-8 99-0 96-6 96-6 



T A B L  E 10 (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Total Education and Libraries, 
Science and Arts-capital 

current 
992'8 

5,506*1 
1,107-3 
5,815-2 

1,091-4 
6,171-5 

816 1 
6,486 6 

700-5 
6.708-3 

690-9 
6,809-3 

579-8 
6,782-1 

477-8 
6,768-8 

454-1 
6,765-9 

455-2 
6,793-4 

Grand Total . 6,498-9 6,922-5 7,262-9 7,302-7 7,408-8 7,500-2 7,361 -9 7,246-6 7,220-0 7,248-6 

Changes from Cmnd. 6393 revalued: 
Cmnd. 6393 revalued 

(') New nursery programme only. 
i1) Separate expenditurefigures not available before 1973-74. 

EDUCATION AND LIBRARIES 
ENGLAND AND WALES (including University 

Grants Committee Expenditure in Scotland) 
IMPLICATIONS OF SURVEY FIGURES 

1. In the main it has been possible to provide 
within the base figures for the continuation of the 
policies announced in Cmnd. 6393 for the period to 
1979-80. But the provision for salary drift for 
teachers, school transport and compensation for 
redundant college of education staff is insufficient 
to maintain existing policy. The basefigures for 
1980-81 do not allow for the continuation of 
Cmnd. 6393 policies for developing post-school 
education in response to growing demands on the 
service, for continuing the expansion of in-service 
training for teachers, for increasing the numbers of 
pupils receiving special educational treatment and 
developing local libraries. The basefigures would 
also require the postponed 5p increase in school 
meal charges to take effect in April 1977 and to 
be followed by a similar increase in September 
1977. 

2. Total expenditure, after reaching a peak in 
1976-77, is expected to decline annually before 
rising again in 1980-81 when the costs of providing 
for increases in the size of the post-school age 
groups will begin to outweigh the savings arising 
from the reducing school population. 

3. Projections of pupil, student and teacher 
numbers consistent with the basefigures are 
given below. For the period to 1979-80 they are 
substantially similar to those underlying Cmnd. 
6393. 

+0-4 + 17-3 -24-1 -15-1 -9-6 
7,408-4 7,482-9 7,386-2 7,261-7 7,229-6 

Schools: 
Under-fives (including 

nursery) 
Primary pupils 
Secondary pupils to 16 
Secondary pupils over 16 
Special school pupils 
Teachers 
Non-advanced FE stud
ents* (excluding Evening 
Institutes) . 

Evening Institutes 
Higher Education stud

ents* . . . . 

Thousands 

1976 1977 1978 7979 1980 
-77 -78 -79 -80 -81 

422 422 422 422 422 
4,676 4,558 4,410 4,243 4,065 
3,476 3,509 3,509 3,480 3,417 
511 535 555 577 601 
128 131 134 136 136 
462 462 461 458 450 

503 520 537 554 562 
181 185 188 192 194 

484 490 500 516 536 

* These figures are subject to possible revision in the light of 
decisions about higher -Tees for home and overseas students. 

Primary and secondary schools 
4. It is assumed that the schools will continue to 
educate all children of statutory school age and those 
remaining at school after the age of 16. The total 
school population will fall by over 500,000 during 
the Survey period, and only the numbers of pupils 
over the statutory school leaving age show any 
significant increase, 

5. Cmnd. 6393 made provision for raainUuung 
until 1979-80 the average pupil-teacher ratios 
achieved in the academic year 1975-76, namely: 

Under-Fives 26-6 : 1 
Primary . 23-6 : 1 
Secondary to 16 17-9 : 1 
Secondary over 16 9-5 : 1 

Those ratios implied, for thefirst time, a reduction 
in the size of the teaching force in 1979-80. As 
pupil numbers continue to fall a further reduction 



of 4,000 would follow in 1980-81, and the teacher 
numbers consistent with the Cmnd. 6393 policy 
would thus be : 

Tiiou sands 

1976-77 1977-78 1978-79 1979-80 1980-81 

463 464 464 460 456 

If, however, the revised estimate of the costs of 
teachers' salary increments (see paragraph 30 below) 
were not met, and the salary bill constrained to the 
basefigures, the size of the teaching force for each 
year would need to be smaller than this, as shown 
in the table in paragraph 3. The effect would be 
to increase still further the already substantial 
surplus of trained teachers and preclude the intro
duction of induction training. Even if additional 
resources for incremental drift were found, the base 
figure for 1980-81 would require the development 
of in-service training to mark time rather than be 
continued as previously planned. 
6. The 1979-80 startsfigures for capital pro
grammes which underlay Cmnd. 6393 are repeated 
for 1980-81. 
7. The need to maintain the growth in non
teaching unit costs of lli per cent a year to allow 
for diseconomies of scale as the numbers of pupils 
fall and to provide for the effects of bringing into 
use new buildings, changes in teaching methods and 
the costs of new equipment was recognised in the 
expenditure forecasts of the 1975 Survey. A similar 
allowance for growth in these unit costs is allowed 
in the base figures for 1980-81 as the rate of 
decline in pupil numbers—secondary as well as 
primary-accelerates in that year. 

Under-fives 
8. The Cmnd. 6393 policy of holding constant the 
number of under-fives in nursery and primary 
schools at the 1976-77 level-now estimated at 
422,000-would be continued into 1980-81. The 
modest building programme of £3-3 million starts 
per year from 1978-79 compares with starts to the 
value of £10 million expected in 1976-77, and 
would allow the continuance on a limited scale of 
a policy of. providing purpose-equipped facilities in 
place of existing ill-suited accommodation in the 
areas of greatest need. Existing regulations as to 
the minimum standards of provision required for 
nursery places are being examined to see if some 
reductions in cost can be achieved. 

Special schools 
9. The policies underlying Cmnd. 6393 implied 
postponing the provision of places in special schools 
for the substantial number of children who are 
having to be accommodated in ordinary schools 
where their requirements cannot adequately be met. 
The expenditure limits allow for no increase in the 
number of special school places beyond 1979-80. 

School meals 
10. The DES consider that the decision, as part 
of the package of measures announced on 5 May 
1976, to defer the increase (from I5p to 20p) in the 
school meal charge planned for September 1976 
will make it impracticable to achieve the Cmnd. 
6393 objective of halving by 1980 the rate of subsidy 
which obtained in 1975-76 (63 per cent). In their 
view the most rapid progress towards reducing the 
subsidy which would have credibility in relation to 
that decision would be to implement the previously 
planned increases I year in arrears. This would 
imply a bid for additional public expenditure, as 
follows: 

£ million 

1977-78 1978-19 1979-80 1980-81 

40 49 42 7 

The Treasury believes that there are other possibili
ties, including that of sticking to the base figures 
either literally or by amalgamating the two increases 
which they would require in 1977. 

School milk 
11. The limits of expenditure will allow for the 
implementation from 1976-77 of the legislation now 
before Parliament on the basis previously intended 
viz. that local education authorities individually 
will have discretion to set the charge for school 
milk (except where free provision is a statutory 
requirement) and to remit it in cases of hardship. 

Higher and further education 
12. The basefigures allow for the age-participation 
rates prevailing in 1979-80 to be maintained in 
1980-81. Provision has been made for the 
additional student numbers and for staff numbers 
to be increased in that year to preserve the staff
student ratios expected in 1979-80, namely: 

Non-advanced FurtherTiducation . 1:11-9 
Universilies 1:9-4 
Advanced Further Education . . 1:9-2 



As indicated in Cmnd. 6393 academic staff numbers 
are expected not to increase between 1976-77 and 
1979-80. These policies, however, depend on 
additional resources being available to cover the 
cost of incremental salary drift (see paragraph 30). 
13. The expenditure forecasts in Cmnd. 6393 for 
higher education provided for a rate of expansion 
consistent with attaining 600,000 full-time and 
sandwich course students in Great Britain in 
1981-82 (96 per cent of estimated demand). The 
maintenance in 1980-81 of the age-participation 
rate for 1979-80 (i.e. allowing for the increased 
size of the age group but not for increased per
centage participation) would be consistent with a 
correspondingfigure of 592,000 students in 1981-82. 
The expansion of non-advanced further education 
would be similarly restricted. On the basis of these 
forecasts, the effect would be that a further 11,000 
potential HFE students might notfind places in 
the Autumn of 1980. 
14. Cmnd. 6393 made provision for growth of 
H per cent a year in unit non-teaching costs in 
the maintained sectors of higher and further educa

to maintain this growth in 1980-81. Local authori
ties have consistently maintained that an annual 
increase in non-teaching unit costs is inescapable 
on account of the introduction of new buildings, 
changing teaching methods, and increased sophisti
cation of new equipment; and that to keep these 
costs at a constant level would reduce educational 
standards. On the other hand just as there are 
diseconomies of scale where numbers are falling 
(paragraph 7) so there are economies to be expected 
where numbers are rising. 

Libraries 
15. The British Library would be able to maintain 
sufficient growth in current expenditure to meet the 
inevitable increase in its collections. But accommo
dation problems would increase with a standstill on 
capital expenditure in 1980-81. 
16. The public libraries would be able to meet 
their current expenditure requirements only at the 
expense of their capital programmes. 

SCOTLAND 
IMPLICATIONS OP SURVEY FIGURES 

17. The then Secretary of State for Scotland made 
it clear before the publication of Cmnd. 6393 that 

of demand for higher and further education. tion. It will not be possible, within the base figures, 

in his view thefigures for this programme were not 
sufficient to carry out the policies described there. 
The level of local authority spending underlying the 
rate support grant settlement for 1976-77 had not 
been fully carried through to the later years. The 
RSG settlement had, however, exceeded the public 
expenditure limits and the Treasury was not pre
pared to agree that this should be carried through 
to the later years in the form of additions to total 
Scottish programmes. The basefigures reflect this 
decision. The Department consider that the base 
figures make it impracticable to provide a Teason
able enhancement factor for unit non-teaching costs 
in schools and further education: they would 
require a lowering of unit costs by 2 per cent 
between 1976-77 and 1977-78 and a restoration to 
the 1976-77 level would not be possible until 
1979-80. For the same reason they consider that 
the limits would also involve significant cut-backs 
in expenditure below 1976-77 levels in relation to 
social and recreational education, libraries and 
administration. In addition, the limits would be 
insufficient to meet the latest forecasts of expendi
ture on school meals, teacher salaries and the level 

18. The following are forecasts of the pupil, 
student and teacher numbers for which the expendi
ture limits would provide. For the years to 1979-80 
these numbers are lower than those provided for in 
Cmnd. 6393, with the exception of student numbers. 

Thouands 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Schools: 
Under-fives (including 

nursery) 31 31 32 33 33 
Primary pupils. 599 578 558 535 512 
Secondary pupils to 16 343 345 341 339 332 
Secondary pupils over 16 . 
Special school pupils. 
Teachers 

Non-advanced FE students . 
Higher education students . 

61 64 69 71 75 
14 14 15 15 15 
54 53 52 51 49 
59 60 62 63 64 
32 32 32 33 34 

19. The overall school population will fall by 
over 80.000 during the Survey period with only 
the number of pupils over school age showing any 
significant increase. Although this produces savings 
in expenditure on schools it is partly offset by 
additional expenditure arising from the increase in 
the number of students in further and higher 
education over the period. 



20. The staffing standards consistent with Cmnd. 
6393 are: 

Under fives . 29 0:1 
Primary . 23-3 :1 
Secondary . 15-4 :1 (reducingto 15-6 :1 asaverage 

rolls increased) 

Teacher numbers consistent with this policy would 
be: 

Thousands 

1976-77 1977-78 1978-79 1979-80 1980-81 

54 54 53 52 51

Thus the teaching force would reduce further in 
1980-81 to 50,500. If further provision is not made 
for the increased cost of teachers' salary increments 
(see paragraph 40 below) there would be a further 
reduction to 49,500 as shown in the table in 
paragraph 18. 
21. The policies announced in Cmnd. 6393 for 
capital programmes would be extended to 1980-81. 
The expenditure limits provide for building starts 
programmes as follows: 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Under fives . . 2 - 3 0-8 0-6 0-6 0-6 
Primary and secondary basic 
needs .  .  .  . 34-0 28-9 27-9 27-9 27-9 

Improvements . . . 6 - 5 2-2 2-2 2-2 2-2 
Special schools 2-2 2-2 2-2 2-2 2-2 
Higher and Further 

Education 10-9 7-7 5-6 7-5 6-5 

Under fives 
22. The number of under-fives in nursery and 
primary schools, although rising slightly in the light 
of the projected limited capital programme, would 
be significantly below the level forecast in Cmnd. 
6393 as a consequence of expected shortfall in the 
take-up of nursery school investment by authorities 
in 1975-76 and 1976-77. 

Special schools 
23. There would be sufficient provision for the 
continuation of the policies underlying Cmnd. 6393. 
But this would mean a further postponement of 
desirable projects designed to meet the particular 
needs of these children. 

School meals 
24. The Department shares the views of the DES 
on the implications of the decision of May 5 to 
postpone the previously intended increase in the 
price of the school meal (see paragraph 10). The 
proposal to delay each prospective increase to the 
following September gives rise to the following 
additional bid: 

£ million 

1977-78 1978-79 1979-80 1980-81 

 2-6 2-9 2-3 0-4 

School milk 
25. The limits of expenditure provide for the 
implementation of the legislation now before 
Parliament on the same basis as for England and 
Wales (see paragraph 11). 

Higher and farther education 
26. The provision in Crand. 6393 would have 
enabled 96 per cent of the then current estimate of 
demand to be met up to 1979-80, but the expendi
ture limits would permit only 92 per cent to be 
met in 1980-81 because later projections suggest 
that unrestrained demand will be higher than was 
assumed earlier. In order to accommodate 96 per 
cent of the present estimate of demand provision 
would have to be made for 4,700 additional places 
over the baselinefigure by 1980-81, This is the 
subject of an additional bid. 

Libraries 
27. For the reasons given in paragraph 17, the 
expenditure limits assume that local authorities will 
severely restrict their current expenditure on 
libraries from 1977-78 onwards. 

ENGLAND AND WALES 
ADDITIONAL BIDS 

School transport 
28. An improved method of calculating school 
transport costs produces the following estimates of 
additional expenditure: 

£ million 

1977-78 1978-79 ^ 7979-50 1980-81 

2-4 4-3 5-6 6-5 



Account has been taken of the transport costs 
applicable in the different sectors of education; the 
need for additional expenditure reflects growth in 
the relatively costly transport of secondary pupils 
and pupils requiring special educational treatment. 
Moreover, the continuing decline in the availability 
of public transport, especially in rural areas, means 
additional expenditure by local authorities on alter
native forms of transport in meeting their statutory 
obligations. 

College of education staff—compensation 
29. The following additions result from a re
assessment of expenditure on payments to 
redundant College of Education staff: 

1977-78 1978-79 

- -
1979-80 

0-6 

£ million 

1980-81 

1-0 

Teachers' salaries 
30. The latest information about the effect of 
salary drift leads to the following estimates of 
additional expenditure to maintain the presently 
intended numbers of teachers (see paragraphs 5 
and 12): 

£ million 

1977-78 1978-79 1979-80 1980-81 

12-2 18-2 24-5 25-6 

Higher and farther education 
31. To continue in 1980-81 the policies in Cmnd. 
6393 for a 1J per cent annual increase in non
teaching unit costs in the public sector of higher 
and further education and for provision to meet 
96 per cent of the forecast unrestricted demand, 
would require additional expenditure of £7-0 million 
and £9-0 million respectively in that year. 

Special schools 
32. To continue in 1980-81 the Cmnd. 6393 policy 
of making some progress (2,000 extra places a year) 
towards providing special school places for all 
children needing such facilities would cost an extra 
£1-4 million in that year. 

In-service teacher training 
33. To complete the expansion of in-service train
ing, to cover 3 per cent of the teaching force in 
1980-81, would require an additional £15-4 million 
in that year. 

National Library of Wales 
34. To meet an acute accommodation need, the 
extension of the second bookstack of the National 
Library of Wales at Aberystwyfh, would cost an 
extra £0-5 million in each of the three years up to 
1979-80. 

Total additional bids (England and Wales) 
35. (a) The totals of the additional expenditures 
described in paragraphs 28-34 above are: 

£ million 

1977-78 1978-79 1979-80 1980-81 

15-1 23 0 31-2 65-9 

(b) In addition, the proposal on school meal charges 
in paragraph 10 would cost: 

£ million 

1977-78 1978-79 1979-80 1980-81 

40 0 49 0 42 0 7-0 

Tuition fees 
36. In addition to the above bids for extra 
resources, the policy proposed by the Secretary of 
State in May 1976 would result in smaller economies 
than were allowed for in the costings in Cmnd. 6393. 
The Secretary of State has undertaken to offset the 
shortfall on tuition fees by savings elsewhere in 
his programmes, provided that his fee proposals 
are accepted by Ministers. The amount is estimated 
at £7 million in 1977-78. For later years, it is up 
to £19 million, towards which any real increases in 
the fees fixed for those years will be available. 

Offsetting savings 
37. The list of policy options would be sufficient 
to cover the savings referred to in paragraph 35 
and most of the additional bids, to the extent that 
the expenditure limits are not increased to encom
pass them, in addition to the reduction of 3£ per 
cent in 1977-78 and 5 per cent thereafter, if 
required. They would not however cover the cost 
of the additional bid in relation to school meal 
charges (paragraph 35(fc)) which the Department 
regards as deriving from the pay settlement and 
therefore as a charge against public expenditure 
generally. 



SCOTLAND the effects have been exacerbated by declining 
ADDITIONAL BIDS wastage rates as alternative employment opportuni

ties have declined. Schools: teaching costs 
38. The following additional expenditure would Teaching and non-teaching costs: schools provide some 1,(00 extra teachers (700 primary and 
400 secondary) for service in areas of urban depriva-41. (i) Revised estimate of primary school numbers 

Primary school numbers are now estimated tion where there is a claimant need for additional 
teaching resources to overcome social and environ
mental handicap. 

£ mi l l ion 

1977-78 1978-79 1979-80 1980-81 

5-0 5-0 5-0 5 0 

School building: capital 
39. The major reorganisation of local government 
in Scotland in May 1975 disrupted building pro
grammes, and the back-log of starts at 31 March 
1975 and 1976 was greater than expected by £24-3 
million and £8-5 million respectively. This alters 
the incidence of expenditure to be expected from 
these starts. The following additional bid is to 
cover the estimated shift into the Survey period: it 
may be regarded as partly offset by savings in 
capital expenditure on nursery school building 
already surrendered to the Contingency Reserve. 

£ million 

1976-77 1977-78 1978-79 

4-9 5-3 1-1 

Teachers' salary drift 
40. As for England and Wales, revised assessment 
of the effect of salary drift has revealed the follow
ing additional expenditure requirements to maintain 
existing policy on primary and secondary school 
staffing: 

£ mi l l ion 

1976-77 1977-78 1978-79 1979-80 1980-81 

1-0 2 0 3 1 4 0 4-9 

Salary drift depends on the existence of incremental 
pay scales and is a corollary of the changing age 
structure of the teaching profession which in turn 
reflects the staffing policies of successive govern
ments over a considerable period. In recent years 

to be 1,000 higher than in Cmnd. 6393, and 
additional provision is required. 

£ mil l ion 

1976-77 

1-2 

(ii) Non-teaching costs: schools 
The existing limits do not provide for a l\ 
per cent enhancement factor in non-teaching 
unit costs from 1977-78, for which the 
following additional sums would be required: 

£ mil l ion 

1977-78 1978-79 1979-80 1980-81 

5-7 6-4 7-2 1-2 

A large element of this (between £4 million 
and £5 million a year) formed part of the 
claim for consequentials of the Rate Support 
Grant Settlement (see paragraph 17) which 
was based on a 1 per cent annual enhance
ment factor from 1978-79. The Treasury 
considers that the increased claim for 1-J per 
cent from 1977-78 should be provided by 
reallocations within Scottish programmes as 
a whole. 

School meals 
42. The following bid arises from the latest school 
meals census which indicates a higher level of up
take than has been provided for in Crand. 6393. 

£ mi l l ion 

1976-77 1977-78 1978-79 1979-80 1980-81 

1-9 0-7 1-3 1-2 1-1 

Higher and further education 
43. As more students are coming forward than 
were anticipated in Cmnd- 6393, additional expendi
ture will be needed if the same proportion of total 
demand is to be provided for. Additional provision 



is also needed to allow a 1-J per cent enhancement 
factor in non-teaching unit costs which was not 
included in Cmnd. 6393 for the reason given in 
paragraph 17. The combined effect is: 

£ mil l ion 

1976-77 1977-78 1978-79 1979-80 1980-81 

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

Within these totals the amounts required to carry 
through the Rate Support Grant adjustment for 
1976-77 into later years (see paragraph 17) are 
£02 million in 1977-78 and in 1978-79, £0-3 
million in 1979-80 and £0-2 million in 1980-81. 
The Treasury's view is that there is no commitment 
to train unlimited numbers of students, and that 
increasing non-teaching unit costs should not be 
necessary as the rise in student numbers produces 
economies of scale. Insofar as the latter are desir
able, the Treasury thinks that the cost should be 
offset elsewhere in Scottish programmes, as stated 
in paragraph 17. 

Social and recreational education, 
libraries and administration 
44. For the reasons given in paragraph 17 the base 
figures are not all for the following amounts required 
to maintain 1976-77 levels of current expenditure: 

£ million 

1977-78 1978-79 1979-80 1980-81 

Social and recreational 
education 2-0 2-0 2 0 2*0 

Libraries . 1-5 1-5 1-5 1-5 
Administration . 2-5 2-5 2-5 2-5 

Total additional bids (Scotland) 
45. (a) The total additional expenditure described 

in paragraphs 38-44 above is: 
£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

10-0 26-4 25-2 27-5 29-7 

(b) In addition the proposal on school meal 
charges in paragraph 10 would cost: 

£ million 

1977-78 1978-79 1979-80 1980-81 

2 6 2-9 2-3 0-4 

Offsetting savings 
46. A number of savings in all years have already 
been surrendered to the contingency reserve (£9-6 
million in 1979-80) mainly from demographic 
changes. The Scottish Office say it is not possible 
to propose other offsetting savings. 

ENGLAND AND WALES 
POLICY OPTIONS 
47. Reductions in public expenditure by 2\ per 
cent in 1977-78 and by 5 per cent annually there
after would, if implemented, require the following 
total savings on DES and, where relevant, Welsh 
Office programmes: 

£ million 

1977-78 1978-79 1979-80 1980-81 

165 326 326 327 

48. Under the auspices of the Consultative Council 
for Local Government Finance, the Department are 
discussing with the local authority associations what 
possible changes in existing and forthcoming policy 
should be adopted if expenditure reductions of this 
magnitude were required. The list of suggestions 
made at this stage is subject to reconsideration in 
the light of the outcome of these discussions. 
49. The measures that would be required to 
achieve savings of this magnitude, and also, if need 
be. to offset ihe additional expenditure discussed 
in paragraphs 28-34 and 36 above are listed below 
in decreasing order of acceptability in each of the 
constituent sub-programmes. The Secretary of State 
would not however be prepared to offset the cost of 
the additional bids in respect of school meal charges 
(paragraph 10) or the Arts (paragraphs 61-64) by 
these measures. 

50. c o m m e n t a r y o n policy options england a n d 
w a l e s 

(a) Reductions in computer board expenditure
These savings represent a halving of the Computer 
Board's recurrent expenditure from 1977-78, and of 
its capital expenditure from 1978-79. Reductions 
on this scale would not only restrict the research 
activities—and to a lesser extent the teaching-at 
universities, but also produce fewer orders for the 
British computer industry. 



£ million (b) Reductions in university furniture and equip

1977 1978 1979 1980 

-78 -79 -80 -81 

(a) Reduction in Computer Board 
expenditure 9 10 10 

(6) Reduction in University Furni
ture and Equipment grant 21 23 11 12 

(c) Revised catering and residence 
arrangements in Highei and 
Furl her Education 4 10 14 15 

(d) Libraries: reduced capital and 
8 8 8current expenditure . 4 

(c) Postponement of induction 
training and expansion of in
service training of teachers . 7 21 29 35 

(/) Reduction of provision for non
teaching costs in Higher and 
Further Education 10 21 33 45* 

(g) Reduction of planned expendi
ture on Higher Education to 
93 per cent of Cmnd. 6393 
kvel-570,000 places in 1981
82f 8 24 35 41 

(h) Reductions in all educational 
building starts programmes 
except Primary and Secondary 
basic needs  . . . 17 33 41 25 

(i) Reduction of planned expendi
ture on under-fives to 80 per 
cent of Cmnd. 6393 level . 22 33 34 35 

(/) Reduction of planned expendi
ture on non-advanced Fur
ther Education to 95 per cent 
of Cmnd. 6393 levelt . 8 20 24 24 

(k) School meals: further reduction 
of subsidy 26* 34* 27* 21* 

(0 Reduction in teaching force by 
1 per cent from 1977-78 (in 
addition to any reduction 
required by (0 above) . 10 15 15 15 

(m) Reduction of planned levels or 
non-teaching costs in primary, 
secondary, nursery and special 
schools . . . . 14 28 41 56 

(n) Introduction of library charges . 12 12 12 12 

(o) Capitation fee of £10 for school 
pupils and students in non
advanced further education . 46 68 66 65 

Total . 213 359 400 419 

* Thesefigures assumed acceptance of additional bids. 
f These options are subject to revision in the light of Ministers' 
decisions on tuition fees. 

ment grant 

These savings would reduce the furniture and equip
ment grant to about £15 million in 1977-78 and 
1978-79, and to £25 million in 1979-80 and 1980-81 
—a level inadequate to maintain existing standards 
and to replace obsolescent and outworn equipment. 

(c) Revised catering and residence arrangements in 

higher education 

The introduction by local education authorities of 
revised catering and residence arrangements in insti
tulions of higher and further education in the public 
sector would not only require greater efficiency but 
also higher charges for a great many students. As 
such, it would be an unpopular measure though not 
inconsistent with the student grant level. It would 
be difficult to implement precipitately in full. The 
costings are accordingly based on a phased intro
duction over three years from 1977-78. 

(d) Library services 

The reductions would imply for the British Library 
savings of £0-5 million in 1977-78, £ 1  1 million 
in 1978-79 and £1-2 million in 1979-80. This 
would necessitate the postponement of the Library's 
plan for developing its technical services, and in 
particular for installing its own computer. The 
remainder of the reduction would have to be at the 
expense of the book conservation programme. 
Insofar as the Library could increase its earnings 
capacity—as the Treasury believes it could- these 
effects could be abated, or the saving increased. In 
the public libraries the cuts could only be achieved 
by reducing services, and might in some cases 
involve reduction of the book-fund at the risk of 
creating permanent gaps in acquisition. 

(e) Postponement of induction training and expan

sion of in-service training 

The postponement of the introduction of induction 
training and the expansion of in-service training for 
teachers for a further two years, i.e. until September 
1979, would correspondingly restrict the demand for 
qualified teachers and thus make it more difficult 
for those newly trained to find posts. It is expected 



that the additional excess* in each year of teacher 
supply over demand implied by this proposal would 
be: 

1977-78 1978-79 1979-80 1980-91 

2,000 6,000 6,000 8,000 

This further restriction would also increase the 
redundancy problems of the training institutions 
themselves. Desirable improvement in the quality 
of the teaching force would be further delayed. 

(/) Reduction of non-teaching costs in higher and 
further education 

Local authorities would have to be asked to limit 
non-teaching unit costs to the 1976-77 level. A 
corresponding reduction would have to be made in 
university recurrent grant. This compares with the 
Cmnd. 6393 provision of 1£ per cent cumulative 
annual growth from 1976-77 to 1979-80 in the 
public sector (and an additional bid to continue this 
in 1980-81). Local authorities have consistently 
maintained that to hold non-teaching unit costs 
constant would result in a reduction of standards 
and that falling student numbers in teacher training 
would require higher unit costs to offset dis
economies of scale. The Treasury believes that it 
should be possible to achieve economies of scale 
in the higher and further education sector as a whole 
since numbers will be rising significantly through 
the period. 

(g) Restriction of higher education provision to 95 
per cent of Cmnd. 6393 level 

The effect of this option would be that significant 
numbers of qualified students (about 19,000) seeking 
to pursue courses of higher education would either 
not be able tofind places or would have to be 
accommodated at the expense of educational 
standards. The savings relate to staffing and non
teaching costs, as well as to student support, and 
* Uncertainties about future wastage rates and to an increasing 
extent the result of integrating teacher training with other 
higher education courses make forecasting particularly difficult. 
But best estimates suggest that if the staffing policies announced 
in Grind. 6393 were implemented, the potential excess supply of 
People qualified as teachers in September would be as follows: 

1977-78 1978-79 1979-80 1980S1 

16,000 24,000 30,000 32,000 

it would therefore be necessary to reduce staffing 
complements. This could be achieved by wastage 
but only with difficulty. This option would mean 
that the staffing standards of departments and 
faculties could be subject to the randomness of 
wastage. The Secretary of State's proposals for 
tuition fees would have the effect of reducing from 
1977-78 onwards the numbers of students forecast 
in Cmnd. 6393. The implementation of those pro
posals would reduce the numbers of students still 
further. 

(h) Reduction of building programmes 
The following table provides a comparison between 
the building starts programmes underlying Cmnd. 
6393 and those which would be required (the 
Cmnd. 6393 figures, revalued to 1976 Survey prices, 
are shown in brackets, where they differ): 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Under-fives . 10 - (5) - (3) 3 3 
Primary and secondary 
basic needs . 133 119 114 109 109 

Improvements . 22 - (16) - (16) 11 (16) 11 (16) 
Special schools . . 11 - (8) - (8) 8 8 
Higher and Further 

Education 33 18 (33) 26 (43) 43 43 

The basic needs programme for additional school 
places would be preserved at the level required 
mainly for the shift in population from area to area 
throughout the period. But the existing provision 
for the improvement and replacement of schools 
would be abandoned for 1977-78 and 1978-79. 
This would leave many urban areas with no build
ing programmes for two years; it would impede 
comprehensive reorganisation; and, because of the 
practical difficulties of programme management, 
could lead to under-provision for basic needs in 
some areas of population growth. 
These reductions in the provision for school 
improvements would be accompanied by a two-year 
moratorium on nursery provision and on the pro
vision of new special schools. This would imply 
unsatisfactory nursery accommodation remaining in 
use and children who ought to be in special schools 
would remain in ordinary schools where their special 
needs could not be fully met. 
In Further Education, reductions in the building 
programme would mean even more intensive use of 



existing premises than required by the Cmnd. 6393 
policies. Resources for fire precautions and other 
requirements of the Health and Safety at Work Act 
would not be available and adaptations needed to 
ensure the full use of vacant science places and 
the maximum use of the former colleges of educa
tion might have to be postponed. As the building 
programmes for universities are already very small, 
significant savings could not be made without pre
judicing the expansion of medical provision required 
to meet the needs of the National Health Service. 

(i) Restriction of provision for under-fives 
This option implies that provision for under-fives 
would be reduced by 20 per cent from September 
1977. In order to achieve the savings, local 
authorities would have to be persuaded to reduce 
their staff by about 3,000 teachers in each year and 
to make the corresponding savings on non-teaching 
costs. This would produce a concomitant increase 
in the numbers of unemployed teaching and non
teaching staff. In a time of falling primary school 
numbers, the savings would also depend on local 
authorities taking existing accommodation out of 
use. 

if) Restriction of non-advanced further Education 
provision to 95 per cent of Cmnd. 6393 level 

This option is similar in concept to Option (g) 
above, and like considerations apply. 
As in the case of that option the implementation of 
the Secretary of State's proposals for tuition fees 
would reduce student numbers still further. Priority 
would be given to protecting as far as possible pro
vision for the 16-19 age group, but this would imply 
proportionately more severe restrictions on other 
non-advanced further education. 

(k) School meals—reductions of subsidy 
This proposal assumes first that the additional bid 
in paragraph 10 is accepted. It is therefore tanta
mount to a partial reduction of that bid (albeit 
against different circumstances). It is not an option 
for reducing the basefigures. It would require the 
charge to be raised by lOp to 25p in September 
1977. This was the level contemplated in Cmnd. 
6393. Further substantial increases would be 
required in successive Septembers; the ultimate effect 
would be to reduce the average subsidy on the meal 
to about 23 per cent by 1980-81. It is at present 
about 67 per cent. 

Local education authorities have already expressed 
concern that resources from the education pro
gramme are now being used to subsidise school 
meals by over £350 million a year. The authorities 
may, therefore, be expected to judge reductions in 
public expenditure on school meals preferable to 
alternative policies which would impact directly on 
educational objectives. 
(/) Reduction of teaching force by 1 per cent from 

1977-78 
The Cmnd. 6393 policy allowed for the maintenance 
in later years of the 1975-76 separate staffing ratios 
tn primary and secondary schools, which implied an 
improvement from 19-6:1 in 1975-76 to 18-6:1 in 
1980-81 in Ihe overall ratio, as a greater proportion 
of pupils entered secondary education. As a result 
of this option the overall staffing ratio would 
improve only to about 18-8:1 in 1980-81. 
Although uncertainties about future wastage rates, 
and, to an increasing extent, the results of inte
grating teacher training with other higher education 
courses, make the forecasting of teacher supply over 
potential demand particularly difficult, it is to be 
expected that option (0 would add some 3,000 
teachers per year to the excess expected from Cmnd. 
6393 policies, and this option some 4,500 in each 
year to thosefigures. It has been assumed that all 
these reductions could be met within the natural 
wastage of the teaching profession, without any call 
for compensation for early retirement or redund
ancy—i.e. through reducing the recruitment of 
newly trained teachers. 

(m) Reduction of non-teaching costs in schools 
Generally similar considerations to those outlined 
under option (f) apply also to schools. In view 
however of the increased units costs resulting from 
the increasingly rapid decline in primary school 
population and, after 1978, from the fall in the 
number of pupils in secondary schools where already 
the proportion of older pupils-for whom pro
vision is relatively expensive—is increasing, this 
option implies a progressive and cumulative erosion 
of standards. 

The following two options would require con
troversial, emergency legislation which would have 
to be enacted before the beginning of 1977-78. 
If this could not be contemplated it would be 
necessary to increase the scale of some of the 
earlier options. 



(n) Introduction of library charges 
This option is based on the assumption that some 
10 million library users could initially be charged 
£2 per year for the service. Allowance is made for 
exemptions, for fall-off in demand, and for the costs 
of administration. 

(o) Capitation fee for school pupils 
In order to provide the savings claimed this option 
would have to apply to pupils of compulsory school 
age, thus introducing a charge for an educational 
service provided free hitherto this century. The 
option would also have to apply to school pupils 
outside the compulsory age range and to those 
students aged 16 to 18 in non-advanced further 
education who pay no fees at present. Legislation 
would be required to amend the 1944 Education 
Act: it would be highly controversial to pass and 
difficult to implement. The figure of £10 would 
need to be revalued each year 

SCOTLAND 
POLICY OPTIONS 
51. The requirement to reduce public expenditure 
by 2\ per cent in 1977-78 and 5 per cent annually 
thereafter would, if implemented, require the 
following savings: 

£ million 

1977-78 1978-79 1979-80 1980-81 

17 0 33 0 32 0 32-0 

52. The measures that would be required to 
achieve these savings are listed below, in descending 
order of acceptability to the Department: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

(a) Libraries:usercharge
(A) Abandonment of schoolbuilding 

starts programme from 1977-
78

 2-0

 1-9

 2 0

 4-1

 2 0

 4-8

 2-0 

 5-0 
(e) Restriction ofhigher and further 

education provision to 95 per 
cent of Cmnd, 6393 . 1-2 2-6 4 0 5-5 

W  ) School meals: reduction of 
subsidy  . 1 - 8 2 - 2 1 - 7 1 - 9 . .

(e) Reduction of teaching force by 
1 per cent in 1977-78 and 
5 per cent in subsequent years 2-5 12-5 12-0 1 2 0 

(/) Capitation fee of £10 for school 
pupils and students in non
advanced further education . 7-9 7-8 7-6 7-4 

Total 17 3 31 2 32 1 33 

53. The implications of these policy changes are 
outlined below. 

(a) Libraries. This would require legislation of 
a contentious nature to be enacted before 
1977-78. The fee would be of the order of 
£2 initially and would be revalued in line 
with prices in order to produce a constant 
yield. Treasury officials do not believe this 
option to be feasible except in an emergency 
situation. 

(b) School building. This would involve a com
plete stoppage of all the school building 
starts programmes from 1977-78 for under
fives, special schools and school improve
ment. The basic needs programme would be 
preserved. 

(c) Higher and further education. On the basis 
of the Cmnd. 6393 planningfigure, this 
option would make it necessary to restrict 
the number of admissions to higher and 
further education by up to 1,250 in Autumn 
1980. 

(d) School meals. This proposal follows the 
option put forward by the DES 

(e) Reduction of teaching force. This proposal 
would lead to a reduction in the teaching 
force of 2,500 by 1980-81. Achievement of 
this reduction could depend on the outcome 
of litigation over the contract of service 
which the teachers have negotiated with local 
authorities. 

(/) A £10 capitation fee. This option would 
introduce a charge, initially £10, for those in 
compulsory education. It would also apply 
to pupils over school age and students under 
18 in non-advanced further education. Intro
duction would be dependent on the introduc
tion of highly contentious legislation. 

SCIENCE 
IMPLICATIONS OF SURVEY FIGURES 
54. The policies announced in Cmnd. 6393 whkh, 
after allowance has been made for the transfer of 
funds from the DES Science Budget to customer 
departments under the arrangements set out in 
Cmnd. 5046, " Framework for Government Research 
and Development", would broadly restrict the 
resources of the Research Councils to the level 
attained in 1972-73, would be carried forward a 
further year to the end of the new Survey Period. 



POLICY OPTIONS 

55. Reductions of 1\ per cent in 1977-78 and 
5 per cent thereafter would require the following 
savings: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

(a) Further curtailment of S R C big 
science . . . . 1 3 3 3 

(6) Reductions in resources for 
other Research Council's pro
grammes in agricultural, health 
and environmental research  . 2 4 4 4 

(c) Reduction of S R C support for 
scjenceandegineering .  .  2 4 4 4 

56. The effect of these reductions would be as 
follows: 

(a) The zero-growth strategy adopted for Cmnd. 
6393 would already entail sharply reducing 
expenditure in the big sciencefields sup
ported by the Science Research Council (high 
energy physics, space science and astronomy), 
in order to sustain growth in other fields 
supported by that Council, especially in 
applied science and engineering; and in basic 
sciences supported by other Research 
Councils which underpin Government 
policies in agriculture, health and the en
vironment. This means that total expendi
ture on big science including international 
commitments would decline by 25 per cent, 
and domestic expenditure by 35 per cent, by 
1980-81. Only small savings (up to £3 mil
lion a year) could be found by further 
running down high energy physics at the 
price of heavy redundancies and under-use 
of our share of international facilities, and 
by deferring the full implementation of the 
Northern Hemisphere Observatory project. 

(o) Elimination of the modest growth proposed 
in the resources allocated by other Research 
Councils (ARC, MRC, NERC, SSRQ would 
produce about £4 million a year, with no 
allowance for incremental creep or sophistica
tion. This would significantly reduce the 
level of scientific activity in agricultural, 
medical and environmental research, not only 
in Research Councils' own institutions but 
also in the universities, 

(c) The reversal of present policies proposed by 
the Science Research Council with support 

from industry. Government departments, and 
universities, to expand and improve the 
training of engineering manpower and to 
develop new forms of academic/industrial 
research would produce £4 million a year. 

ARTS 
IMPLICATIONS OF SURVEY FIGURES 

57. The planned expenditure for 1977-78 will 
enable existing policies to be carried out at minimum 
levels: providing additional resources, for example, 
only to man new national museum and gallery 
buildings already under construction and to bring 
into full use the new National Theatre. The museum 
and galleryfigures in England already allow for 
staffing reductions at two Departmental museums as 
part of the reductions in Civil Service staff costs. 
58. On the basis of the planned expenditure for 
1978-79 on the two following years it will not be 
possible to sustain existing policies. The national 
collections will have to reduce opening hours to 
obtain the margin required for manning new exten
sions. The Arts Council will have to reduce its 
current subsidies to an extent which will require at 
least one national company to close down and will 
curtail support for the Regional Arts Associations. 
Capital provision for housing the arts will have to 
be reduced by more than half. 
59. In 1979-80 and 1980-81, provision for the Arts 
Council will improve slightly compared with 1978-79, 
but this will still not enable it to maintain existing 
obligations. Provision for the national collections 
and housing the arts will be the same as in 1978-79, 
except that the building programme for the national 
collections will be reduced to a negligible level. 
60. No provision is made in the period for imple
menting Public Lending Right; for introducing 
Government help for museum schemes of more than 
local significance; or for tackling the long-term 
storage and film preservation problems of the 
National Film Archive. 

ADDITIONAL BIDS I ENGLAND AND WALES 

South Bank Theatre Board 
61. £0-5 million in 1978-79 would berequired to 
allow for additional expenditure on claims arising 
from the contract. With existing planned provision, 
this would provide £0 - 7 million which is the 
minimum that can realistically be allowed. 



Arts Council 
62. £3-5 million in 1978-79 and £2-5 million in 
1979-80 and in 1980-81 to enable the Council to 
maintain existing levels of support and to provide 
the additional resources required by the Royal 
Shakespeare Company because of its move to the 
new theatre in the Barbican, now under construction. 

Museums and galleries capital expenditure 
63. £0-5 million in 1978-79 and £10 million in 
each of the years 1979-80 and 1980-81 is the 
minimum addition which the Department of 
Education and Science require to enable existing 
planned projects to be carried through. 

Public Lending Right 
64. £0-5 million in 1978-79 would provide for the 
costs of appointing a registrar and of setting up the 
machinery prior to the start of payments to authors. 
£1-5 million in 1979-80 and 1980-81 would allow 
for payment of £1 million to authors—in addition 
to the running costs of £0-5 million—which is the 
minimum regarded by the Minister for the Arts as 
reasonable in the context of the Bill now passing 
through Parliament. 

ADDITIONAL BIDS: SCOTLAND 

Museums and galleries 
65. Additional provision, as follows will be required 
to maintain 1976-77 levels of current expenditure 
by local authorities: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-6 0-8 0-8 0-8 

Total additional bids 
66. The total of the additional expenditure for the 
arts described above is: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-6 5-8 5-8 5-8 

No offsetting savings are possible. The Treasury 
considers the Scottish Office bid should be dis
allowed, as the Chief Secretary rejected consequen
tial expenditureflowing from the RSG settlement 
for 1976-77. 

POLICY OPTIONS 

67. The DES, SED and Welsh Office believe that 
the reductions sought, particularly from 1978-79 on, 
would entail fundamental changes in the scale and 
character of national support for the arts, bearing in 
mind that, as explained in paragraph 58 above, the 
present provision after 1977-78 is already inadequate 
to sustain existing policies. The Treasury considers 
that the options, which for a 5 per cent reduction 
would still represent a level of support for the arts 
above that which prevailed up to 1974-75, could if 
necessary be achieved by requiring equivalent 
marginal reductions in the three main areas of 
expenditure—the Arts Council and other arts; the 
national collections; and local museums and 
galleries. 

ENGLAN D 
68. 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

(a) Reductions in support for Royal' 
Shakespeare Company and 
other National Companies or 
curtailment of support for 
Arts in the regions and a ^ 2

moratorium on most capital f 
projects .  .  .  . 

(6) Shorter opening hours/weekend 
closures at National Collec

3 

tions _ 
(c) Reductions in current expendi-

ture on local museums and 
galleries .  .  .  . 1 1 1 I 

The DES considers that a 2-J per cent cut in 1977-78 
would entail shorter opening hours and weekend 
closures at the national collections, as well as a 
reduction in the Arts Council grant. The Council 
considers that, in addition to reducing support for 
the arts in the region by one third, the only effective 
way of achieving savings would be to withdraw sup
port from one major company e.g. the Royal 
Shakespeare Company. This would mean that the 
new theatre in the Barbican, being built for it by the 
City of London would not be tenanted by the Com
pany. It would be possible to save £0 - 8 million on 
capital provision for the national collections by 
deferring the air conditioning planned for the 
National Gallery, and by halving the programme for 
minor projects. The Treasury believe it should be 
possible tofind the savings required by a combina
tion of measures, including shading of individual 



grants for current expenditure on the arts, although 
the Council consider that the latter would be the 
least cost effective solution and cause maximum 
damage to artistic standards. 

69. Talcing into account the additional resources 
required for the full operation of the National 
Theatre and for the move of the Royal Shakespeare 
Company to the Barbican in 1978-79, the DES 
estimates that the Arts Council subsidies for the 
national companies would need to be at least 
£10 million in each of the years 1978-81. Planned 
expenditure under the Survey ground rules involves a 
reduction in the Councils current grant by £2-5 mil
lion. A cut of 5 per cent on this reduced provision 
would mean a further reduction of £3 million, i.e. 
£5-5 million, in all. The Council would be likely to 
decide to halve the support for the four national 
companies. The alternative, against many policy 
objections, would be tofind part or all of the 
savings from the Councils support for art outside 
London, currently £6 million in England of which 
£2-5 million is for regional arts associations. It 
would be possible to impose a total moratorium on 
all capital projects of any size, including Housing the 
Arts. This would save £1-5 million in each year, 
but would prevent the adaptation of the Millbank 
Military Hospital for the Tate Gallery and any 
further facilities to help the national companies tour 

more. A further reduction in opening hours and 
weekend closures at the national collections would 
also need to be made to save £0-3 million. 

SCOTLAND 

70. The illustrative reductions required for Scotland 
on Programme 10 as a whole have been described 
in paragraphs 51-53 above, and do not affect the 
arts element of ft. 

WALES 
71. The options as applied to the National Museum 
and National Library would call for the following 
cuts for the two institutions together: 

£ million 

1977-78 Ilm-79 1979-80 

0*1 0-2 0-2 

Such reductions would mean cuts in staff or in 
administrative costs leading to closure of the institu
tions on at least one day in each week. The 
minimum provision for capital expenditure which 
would remain after any cut would have to be 
transferred to the current provision to meet high 
maintenance costs on an older building. Pressure 
on accommodation, exhibition and storage space is 
such that reducing capital would be a matter of last 
resort. 

SECRET 96 



11. Health and Personal Social Services 

T A B L E 11 £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1 9 7 7 - 7 8 1978-79 1979-80 1980-81 

ENGLAND 
Health 
Capital expenditure: 

Hospitals and community 
health services 376'7 443-4 440-6 358-8 354-0 301-9 281-8 281-8 281-8 281-8 

Family practitioners 
Other health services . 

0*2 
4-9 

0-2 
4-4 

0-3 
10-3 

0-4 
2-6 

0-4 
2-7 

0-4 
4 0 

0-4 
5-7 

0 -4 
9-2 

0-4 
7-9 

0-4 
7-0 

Current expenditure: 
Hospitals and community 

health services 
Family practitioners 
Other health services . 

2,692-3 2,811-8 2,917-7 3,052-1 3,153-4 
775-6 784-3 806-5 823-7 862-7 
48-2 50-0 61-3 58-7 65-4 

3,194-7 3,243-2 3,283-6 3,325-6 3,325-6 
916-0 951-3 979-9 1,009-2 1,013-2 
68-8 7 1 0 71-6 72-9 73-7 

Health . capital 
current 

381-8 448 0 451-2 361-8 357-1 
3,516-1 3,646 1 3,785-5 3,934-5 4,081-5 

306-3 287-9 291-4 290-1 289-2 
4,179-5 4,265-5 4,335-1 4,407-7 4,412-5 

Total .  .  .  . 3,897-9 4,094-1 4,236-7 4,296-3 4,438 6 4,485-8 4,553-4 4,626 5 4,697-8 4,701-7 

Personal social services 
Capital expenditure: 
Central Government 0-5 0-6 0 6 0-2 0-7 1-9 2-6 2 1 1-1 0-9 
Local authorities . 78-3 101-4 129-6 104 4 102-5 54-4 47-3 47-3 47 3 47-3 

Current expenditure: 
Central Government 12-9 11-5 6-4 3-3 3-4 3-7 4-4 4-8 5 0 5-3 
Local authorities . 454-3 521-7 591-6 682'5 736-0 764-6 779-9 795-9 811-8 811-8 

Personal social services capital 
current 

78-8 
467-2 

102-0 
533-2 

130 2 
598-0 

104-6 
685-8 

103-2 
739-4 

56-3 
768-3 

49-9 
784-3 

49-4 
800-7 

48-4 
816-8 

48-2 
8171 

Total .  .  .  . 546-0 635-2 728-2 790-4 842-6 824-6 834-2 850-1 865 2 865-3 

Central and miscellaneous services 
capital 
current 

0-8 
89-8 

0-5 
95-1 

0-3 
103-3 

0 1 
112-7 

0-6 
116-4 

1-5 
128-6 

1-7 
129-8 

1-2 
125-8 

1-3 
125-8 

1 1 
126 0 

Total .  .  .  . 90 6 95-6 103-6 112-8 1170 130-1 131-5 127-0 127-1 127-1 

Total England 4,534-5 4,824-9 5,068-5 5,199 5 5,398-2 5,440-5 5,519-1 5,603-6 5,690-1 5,694-1 

WALES 
Health 
Capital expenditure: 
Hospitals and community 

health services 2 0 0 20-3 20-2 20-7 20-8 17-3 17-1 17-6 17-4 17-4 
Current expenditure: 
Hospitals and community 

health services 174-5 179-5 183-8 187-5 194-9 198-1 201 1 204-1 207 0 207-0 
Family practitioners 
Other health services . 

50-1 
1-7 

51-7 
1-9 

53-6 
2-7 

56-3 
2-4 

5 9 0 
2-9 

60-9 
2-9 

62-7 
2-9 

64-7 
2 9 

66-7 
2-9 

67-3 
2-9 

Health . capital 
current 

2 0 0 
226-3 

20-3 
233-1 

20 2 
240-1 

20-7 
246-2 

20-8 
256-8 

17-3 
261-9 

17-1 
266-7 

17-6 
271-7 

17-4 
276-6 

17-4 
277-2 

Total .  .  .  . 246-3 253-4 260-3 266-9 277-6 279-2 283-8 289-3 294-0 294-6 



T A B L E 11 (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1 9 7 3 - 7 4 1974-75 1975-76 1976-77 1977 - 7* 1978-79 1979-80 1980-81 

W A L E S (continued) 
Personal social services 
Capital expenditure: 
Local authorities . 3-9 5 1 7-8 7-2 5-7 3-9 3-5 2-9 2-7 2-7 

Current expenditure: 
Central Government - 0-2 0-3 0*1 0-3 0-3 0-3 0 3 0-3 0-3 
Local authorities . 24-6 28-6 32-0 36-7 39-$ 40-9 41-8 42-5 43-4 43-4-

Personal social services capital 
current 

3*9 
24-6 

5-1 
28-8 

7-8 
32-3 

7-2 
36-8 

5-7 
39-8 

3*9 
41-2 

3-5 
42-1 

2-9 
42-8 

2-7 
43*7 

2-7 
43-7 

Total .  .  .  . 28-5 33-9 40-1 4 4 0 45-5 45-1 45-6 45-7 46*4 46-4 

Central and miscellaneous services: 
capital 
current 

-
5-1 

-
4-9 -5-0 -5*2 -5-8 -5-8 0-3 

6-0 
0*1 
5-8 

0-1 
5-8 

0 1 
5-8 

Total .  .  .  . 5-1 4-9 5-0 5-2 5-8 5-8 6-3 5-9 5-9 5-9 

Total Wales . 279-9 292-2 305-4 316-1 328-9 330-1 335-7 340-9 346-3 346-9 

S C O T L A N D 
Health 
Capital expenditure: 

Hospitals and community 
health services 39-4 50-0 46-0 40*7 40-2 37-2 36 6 35-4 34-3 34-3 

Other health services . 2-9 4-4 3-2 3-5 4-3 4-2 4  0 3*1 2-9 2-9 
Current expenditure: 

Hospitals and community 
health services 349-1 360-2 370-6 419-4 430-7 440-3 446-8 453-6 460-4 460-4 

Family practitioners 
Other health services . 

88-6 
16 6 

95-0 
17-9 

95-5 
20-9 

98-2 
21-4 

105 0 
24-5 

107-5 
25-3 

109-8 
26*2 

112-8 
26-6 

115-8 
27-0 

116*6 
27-0 

Health . capital 
current 

42-3 
454-3 

54*4 
473-1 

49-2 
487-0 

44-2 
539-0 

44-5 
560*2 

41-4 
573-1 

40*6 
582-8 

38-5 
593-0 

37-2 
603-2 

37-2 
604-0 

Total .  .  .  . 496*6 527-5 536-2 583-2 604*7 614-5 623-4 631-5 640*4 641 2 

Personal social services 
Capital expenditure: 
Central Government 0-8 1  2 0-6 0-8 1-0 1-0 0 9 0*8 0-8 0 8 
Local authorities . 5-4 8-4 12-1 7-4 7-1 7-9 6 9 6-4 6 1 6 1 

Current expenditure: 
Central Government 2-1 2-1 3-3 3-5 3-8 3-5 3-7 4-4 4-4 4-4 
Local authorities . 61-0 66-7 75-9 87-4 98-7 101-5 103-6 105-7 107-8 107-8 

Personal social services capital 
current 

6-2 
63-1 

9*6 
68-8 

12-7 
79-2 

8-2 
90*9 

8-1 
102-5 

8*9 
1050 

7-8 
107-3 

7-2 
110-1 

6-9 
112-2 

6-9 
112-2 

Total .  .  .  . 69-3 78-4 91-9 99*1 110-6 113-9 115-1 117-3 1191 119 1 

Central and misceUaueoas services 
current 10-7 10-2 10-5 10-7 11-8 11-9 12-4 12-7 12-8 12-8 

Total .  .  .  . 10-7 10 2 10-5 10-7 11-8 11-9 .J2-4 12-7 12-8 12-8 

Total Scotland 576-6 616 1 638-6 693-0 727-1 740*3 750-9 761*5 772-3 773-1 



T A B L E II (continued) £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

S C O T L A N D (continued) 
V A T paid by local authorities: 

capital 0-8 0-8 0-8 0-8 1-0 1 0 0-8 0-7 0-6 0-6 
current 2-8 2-7 3-2 3-6 3-9 2-9 3  0 3-0 3-2 3-2 

Total health and personal social 
services Great Britain 

capital 534*6 640-7 672-4 547-6 541-0 436-6 409-6 409 0 404-7 403-4 
current 4,860 0 5,096-0 5,344-I 5,665-4 5.918-1 6,078-2 6,199 9 6,300*7 6,407 8 6,414-5 

Grand Total . 5,394-6 5,736*7 6,016 5 6,213 0 6,459-1 6,514-8 6,609-5 6,709-7 6,812*5 6,817-9 

Changes from Cmnd. 6393 revalued:
Cmnd. 6393 revalued . .

Implications of Survey figures 
1. In the years 1976-77 to 1979-80, the provision 
is the same as in Cmnd. 6393. The programme as a 
whole would grow by 1£ per cent a year. This 
would be just adequate to maintain standards for the 
increasing numbers of old people and children in 
care and to permit the continuing spread of new 
methods of treatment. Within the total, hospital 
and community health current expenditure would 
grow by 14 per cent a year, and personal social 
services current expenditure by 2 per cent; from 
1977-78 onwards the level of capital expenditure 
would remain unchanged. Family practitioner ser
vices would continue to grow at an average of 
3 3 per cent a year, in line with demand and with 
the numbers of doctors and dentists entering these 
services. 

2. In 1980-81 an increase of 0-4 per cent has been 
made in family practitioner services to allow for 
demographic changes, mainly the increasing numbers 
of old people, but this would not cover the full 
increase in demand forecast for these services in 
that year. No allowance has been made for demo
graphic pressures on the hospital and community 
health and personal social services. The provision 
for 1980-81 would thus imply a significant fall in 
standards, contrary to the policy adopted in 
Cmnd. 6393-

Additional bids 
(a) Demand determined services and other require

ments for the maintenance of existing policies 

3. The following provision is needed in 1980-81 
to meet the balance of the increased demand fore

 -14-3 +0-1 -1-7 -1-1 -1-4 
 6,473 4 6,514*7 6,611-2 6,710*8 6,813-9 

cast for the family practitioner services, and the 
additional demand for health and personal social 
services arising from demographic factors and from 
the growing number of children in care. 

£ million 

J980S1 

Family practitioner services . ,
Health current expenditure (1 percent minimum 
growth) . . . . .

Personal social services current expenditure (2 
per cent minimum growth) ,

 29-7 

 43-7 

 19-3 

Following the last Survey, Ministers agreed that 
these needs should be met in the period up to 
1979-80, and it would therefore seem right to accept 
these additional bids for 1980-81. 

4. Provision of £12 million is needed in each case 
to meet the cost to the NHS of the Jubilee holiday 
in 1977 and the May Day holiday in subsequent 
years. The NHS has to continue operating on 
public holidays and must meet the marginal addition 
to staff costs; similarly £6 million is needed for extra 
non-staff costs in Leap Year (1980). 
5. A further \ per cent growth in health current 
expenditure is needed in 1980-81 to permit a 
minimum spread of improved methods of treatment; 
without this provision the NHS would fall behind as 
medical science advances internationally. This 
would cost £211 million. 
6. There are already indications that the local 
authorities willfind it very difficult to contain the 
pressures on the personal social services within the 
2 per cent annual growth provided from 1977-78 



onwards. These pressures include therising number 
of old people (especially those over 75) and of 
children in care, and other growing problems such 
as injuries inflicted on children and family violence. 
Unless further provision is made to meet these 
pressures, existing standards of services will have to 
be cut. The Health Departments therefore recom
mend provision of a 3 per cent growth rate in 
current expenditure as being more realistic than the 
2 per cent in the present programme; the additional 
cost would be: 

£ million 

1977-78 1978-79 1979-80 1980-81 

8-8 18-1 2 8 0 38-4 

(b) Proposals for new developments
7. The Government has accepted the recommenda
tion in the Briggs Report for a new pattern of 
education and training for nurses and midwives, and 
this is one of the first priorities for additional 
expenditure in the NHS. The incidence of this 
expenditure would depend on the timing of legisla
tion and on progress in introducing the new 
arrangements. The cost would build up eventually 
to about £40 million a year but the phasing within 
the Survey period is not fixed. The pattern is esti
mated provisionally as follows: 

£ million 

1979-80 1980-81 

6-1 11-1 

8. The following table summarises the cost of the 
additional bids: 

£ million 

1977-78 1978-79 1979-80 1980-81 

Category (a) bids 20-8 30 1 46-0 164-3 
Category (A) bids — 6-1 111 -

Total 20-8 30-1 52-1 175-4 

The programme with the category (a) bids would 
be just adequate to maintain standards in the 
NHS and to permit the family practitioner services 
to meet forecast demand. The Health Departments 
have severe doubts as to whether anything less than 

3 per cent a year growth would be realistic for the 
personal social services. Over the period 1976-77 
to 1980-81 the average annual growth of the pro
gramme as a whole with the additional bids is 
1 -8 per cent. This represents a substantial cut back 
compared with recent years. The position would 
remain very difficult, and might have to be reviewed 
as the Survey proceeds in the months ahead. 

Policy options 
9. The following cuts would be required to reduce 
expenditure on the health and personal social ser
vices by 2$ per cent in 1977-78 and 5 per cent 
thereafter: 

£ million 
1977-78 1978-79 1979-80 1980-81 

165 335 341 341 

If such cuts for 1980-81 were made from a starting 
point which excluded bids arising from demographic 
and demand factors they would imply a reduction 
of 7 per cent from the level of resources needed to 
maintain standards. The severity of the cuts in 
1980-81 would be much greater than the rules 
intend for programmes generally in that year, and 
greater for the health and personal social services 
than in earlier years. The Health Departments 
therefore believe that the bids for 1980-81 which 
reflect demographic and demand factors should be 
incorporated in the Surveyfigures before cuts are 
considered. 

10. Even so, coming on top of the cuts made in 
Cmnd. 6393, the reductions could be achieved only 
by radical measures, including some that might be 
seen as repugnant to the basic principles of the 
NHS. In particular, if the full weight of these cuts 
were not to fall on services, ways would have to be 
found of raising more income from charges levied 
on those who can afford to pay. But even with 
more income from charges, important priorities for 
relatively deprived services—for the mentally ill, 
the mentaffy handicapped: and the e/derfy-could 
only be sustained (or partially sustained) if some 
deliberate check were imposed on expenditure in 
otherfields, which would mean in particular restric
tions on services in the acute sector and consequent 
constraint on the treatment that could be provided 
for individual patients. 



11. Possible measures that could be considered in 
circumstances where there was overriding need to 
reduce expenditure are shown in the table below and 
explained briefly in the notes that follow. Together 
the measures amount to more than 24 per cent and 
5 per cent of expenditure in the respective years and 
in some cases a range of possible savings is indi
cated. It must be emphasised however that there 
are no easy options, only hard choices; and that 
none of these measures is recommended by the 
Health Departments and none in any way planned 
or selected. 

£ million 

1977-78 1978-79 1979-80 1980-81 

(a) Increased charges 
Various increases in yield 
from prescription charges 
from April 1977 . .

Pull cost of road accidents 
 25-35 25-35 25-35 25-15 

recovered by levy on in
surance companies from 
April 1978 .  .  .

Hospital meal charges of 
£la day from April 1978 
(with various exemptions)

Various increases in charges 
for dental treatment from 





 40

 25

 40

 25

 40 

 25 

April or October 1977 . 22-30
A 100 per cent charge for 
lenses from April 1977 
(except exempt classes)  . 6

 22-60

 6

 22-60

 6

 22-60 

6 

53-71 118-166 118-166 118-166 

(e) Cuts in services 
Health capital . . 25-35 35-70 35-70 35-70 
Health current growth J 
per cent-zero . . 40-60 71-110 103-162 83-162 

Personal Social Services: 
Capital . . . 0-28 0-30 0-30 0-30 
Current growth 2-1 

per cent . - 0-10 0-18 0-9 

65-123 106-220 138-280 118-271 

Grand total . . 118-194 224-386 256-446 236-437 

Prescription charges 
12. A number of measures could be considered 
with a view to reducing the net cost of drugs pres
cribed in the NHS. From an administrative 
standpoint the simplest step would be to raise the 
present 20p prescription charge across the board; 
the additional yield from a charge of 40p (equiva
lent to the real value of the charge in 1971) would 
be about £35 million. The increase would 

marginally affect the Retail Price Index. However, 
the Government has not so far been willing to take 
this step and there are strong political objections. 
Other possibilities are for some kind of differential 
charging for drugs. A " white list" might be estab
lished of drugs to be available to NHS patients 
either free or at the present charge of 20p, leaving 
drugs not on this list to be charged either at a higher 
fixed level or at some proportion of full cost. Great 
difficulties and consequent delay would be 
encountered in drawing up a " white list" on other 
than an arbitrary basis; and in any case primary 
legislation would be required. With an arbitrary 
list it might not be reasonable to impose a charge 
significantly higher than 20p on drugs excluded from 
it that were necessary for treatment. Any " white 
list " would have implications for the pharmaceutical 
industry, particularly for its exports, the loss of 
which might well be of the same order as the public 
expenditure saving. Pharmacists might object to 
any complex scheme, and their remuneration might 
have to be increased. In view of the difficulties and 
uncertainties of any move towards differential 
charging, it would be unsafe to count on any large 
savings; a provisional sum of £25 million has been 
shown in the table. 

Recovery of full cost of road accidents 
13. The Road Traffic Act 1960 provides for small 
payments in limited circumstances towards the cost 
to the NHS of traffic accidents. It is estimated that 
if the cost were recovered in full by a levy on 
insurance companies related to income from motor 
vehicle business, the additional yield would be about 
£40 million a year. Legislation would be required; 
this would have to be preceded by discussions with 
other Departments and with the insurance com
panies. To introduce the change by April 1978, 
planning would have to start quickly and a suitable 
legislative opportunity be found in 1976-77. perhaps 
by an addition to the proposed Bill on drink and 
driving. 

Hospital meals charge 
14. It would be possible to recover from hospital 
patients a contribution towards meals and other 
" hotel " costs. The gross yield of a daily charge of 
£1, with various exemptions and exclusions, would 
be about £45 million but this would be reduced by 
about £20 million by administrative costs and over
lap with the present deductions from social security 



benefits. However, legislation would probably be 
required and there would be severe problems both 
of principle and practice. £1 a day exceeds the 
likely cost per head of meals at home in many cases. 
It is the most which could be paid by those whose 
only available income was retirement pension (or 
some other social security benefit) if they were to 
be left with a minimum of income for other personal 
requirements in hospital and for other continuing 
commitments at home. Any higher charge would 
require special compensatory arrangements for these 
groups at extra cost. Their position would be much 
harsher than under the present arrangements 
whereby benefits are not abated during the first 
eight weeks in hospital and only reduce to " pocket 
money " rates after a year—not even then where the 
patient has dependants. Most families suffer a sub
stantial drop in income when the main wage earner 
is sick and this would be exacerbated if more of 
that reduced income was needed to meet hospital 
expenses. There would be considerable difficulties 
in recovering charges. The more substantial the 
charge the greater the possible need to arrange for 
insurance against the liability, with consequent 
increase in complexity and administrative costs. 
Great difficulty could arise if health authorities were 
required to increase staff to handle this new charge 
just when they had been pressed very hard to reduce 
management costs. 

Increased charges for dental services 
15. At present no charge is made to anyone for 
dental examinations, and no charge is made for 
dental treatment of children and expectant and 
nursing mothers; people on low income may also 
be excused charges. This represents about half the 
work of the General Dental Service. Flat rate 
charges made for other treatment recover part of 
the cost. In the extreme case these charges could be 
raised to cover the whole cost of this other treat
ment; the additional income would be about £60 
million. This would however have profound impli
cations for the dental health of the nation and for 
the dental profession and would need to be studied 
very carefully before any decision was taken. A 
more feasible proposal would be to increase the 
present yield of charges to a more limited extent 
that would be consistent with the maintenance of 
a viable General Dental Service; a provisional sum 
of £22 million has been shown in the table. 

Increased charges for ophthalmic services 
16. No charge is made for sight tests or for a range 
of spectacles for children, and people with low 
income may be excused charges. For others, lenses 
are charged at flat rates; if these charges were raised 
to cover the whole cost of supply and dispensing, 
the additional yield would be about £6 million in a 
full year. There would be some disruption of lens 
production which is just beginning to meet the 
current high level of demand after many months of 
supply difficulties; this would probably lead to 
redundancies in Wales. 

Cuts in services 
17. As already indicated, growth of 1 per cent a 
year is needed to support present standards of the 
NHS for the changing population and \ per cent a 
year for some continuing spread of new methods of 
treatment. Overall reductions on the scale of 2-J 
per cent and 5 per cent would make it impossible to 
maintain even this " standstill" situation in the 
NHS. With capital cuts and with current expendi
ture frozen or growing at only -J per cent a year as 
indicated in the table, the health services would 
decline progressively throughout the Survey period. 
In such a situation the Health Departments' first 
aim would be to try to maintain priority for services 
for the elderly, mentally ill and mentally handi
capped, in line with the policies suggested in the 
Departments' Consultative Documents. This could 
only be done however by putting the acute services 
under severe constraint, and measures would be 
needed to limit expenditure on new equipment (with 
serious effects on the industry, and its exports 
potential contrary to Government industrial strategy) 
and to induce some reduction in the average length 
of stay of patients in hospital. This constraint 
would lead to greatly extended waiting lists and a 
general falling off of standards of care. Hospital 
closures and staff redundancies (many in areas 
already suffering high unemployment) would be 
unavoidable. New initiatives in thefield of training 
(Briggs, Merrison and vocational training for GPs) 
would have to be postponed or abandoned. If all 
growth in current expenditure were halted, it would 
not be possible even to protect the priorities for 
the elderly and other deprived groups. 

18. The capital cuts shown would also have severe 
consequences. They would require a moratorium 
on all new hospital and health centre schemes during 



the Survey period. If cuts were kept to the lower 
end of the range, it would be possible to provide 
some new facilities badly needed for geriatric and 
psychiatric services and to provide the hospital 
facilities needed for the teaching programme; but in 
Wales existing commilments would make this 
impossible. 

19. In the personal social services, as already indi
cated, the Health Departments consider that a 
growth of 3 per cent a year is the realistic require

ment to maintain present standards. If cuts were 
required, there could be no question of undertaking 
any of the additional social work training recom
mended in a national working party report. There 
would be the greatest difficulty if local authorities 
were obliged to reduce their capital and current 
expenditures as shown in the table and to accept 
the political and other consequences of the severe 
shortfall in services of all kinds, especially those 
needed for the elderly, for children in care and for 
the disabled. 



12. Social Security 

T A B L E 12 £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Pension benefits: National Insurance 
Retirement pensions 4,018 0 4,339 0 4,571 0 5,058 0 5,425 0 5,735 0 5,915 0 6,119-0 6,352-0 6,354-0 
Invalidity benefit 179 0 359 0 402 0 442 0 486-0 521 0 534-0 553-0 579 0 579 0 
Industrial disablement benefit . 139-0 143 0 145 0 158-0 163-0 167 0 171-0 174 0 182-0 182-0 
Widows' pensions and industrial 
death benefit, etc. 367 0 383-0 389 0 425-0 436- 0 448 0 450 0 465 0 479 0 479-0 

Total .  .  .  . 4,703-0 5,224 0 5,507-0 6,083-0 6,510 0 6,871 0 7,070 0 7,311-0 7,592-0 7,594 0 

Pension benefits: Other 
Old persons' pensions 45-0 49 0 46 0 43 0 38 0 34 0 31 0 27 0 24 0 24 0 
War pensions .  .  .  . 270 0 276 0 273 0 287 0 293 0 286 0 280 0 278 0 277 0 276 0 
Attendance allowance and 
invalid care allowance. 12 0 42 0 59 0 88-0 110 0 127 0 144 0 148 0 151 0 151-0 

Non-contributory invalidity pen
sion - - - - 1 9 0 54-0 80 0 87 0 97-0 97 0 

Mobility allowance .  . . - — - - 1-0 9-0 14 0 17 0 21-0 2 1 0 
Lump-sum payments to pen

sioners .  .  .  . - 147 0 133 0 129 0 -

Total .  .  .  . 327 0 514-0 511 0 547 0 461 0 510 0 549 0 557 0 570 0 569 0 

Sappiementary benefit 
Supplementary pensions . - 534 0 492 0 449-0 439 0 436-0 432-0 428 0 424 0 421-0 421 0 
Supplementary allowances 715 0 758 0 681 0 737 0 912 0 1,024-0 990-0 912-0 845-0 846-0 

Total .  .  .  . 1,249 0 1,250-0 1,130-0 1,176 0 1,348-0 1,456-0 1,418-0 1,336 0 1,266 0 1,267-0 

Family benefits 
Child benefit^) 676 0 621 0 572 0 485 0 602 0 562-0 841-0 769 0 703 0 670 0 
Family income supplement 7-0 18 0 21-0 17 0 15 0 1 8 0 21-0 2 1 0 2 1 0 2 1 0 

Total .  .  .  . 683-0 639 0 593 0 502 0 617 0 580 0 862 0 790-0 724-0 691 0 

Other non-pension benefits: National 
Insurance 
Sickness and injury benefits and 

maternity allowance 745-0 643-0 620 - 0 623-0 571-0 594-0 610 0 621 0 623 0 623 0 
Unemployment benefit 470 0 383-0 289 0 313-0 638 0 822 0 653 0 472 0 331 0 331 0 
Widows' allowance, maternity/ 

death grants 110-0 106-0 98-0 99-0 95 0 95-0 94 0 93 0 92-0 92 0 

Total .  .  .  . 1,325-0 1,132 0 1,007-0 1,035 0 1,304 0 1,511 0 1,357-0 1,186 0 1,046 0 1.046 0 

Administration and 
miscellaneous services 405-7 417-2 434-9 514-4 504 8 519-8 515-2 501-5 486-0 486 0 

Grand Total . 8,692-7 9,176-2 9,182-9 9,857-410,744-8 11,447-8 11,558-2 11,473-5 U.4S0 011,451 0 

Changes from Cmnd. 6393 revalued . 4-8-3 +63-S +199-0 +189-0 +179-0 
Cmnd. 6393 revalued 10,736-5 11,384-211,359-211,284-511,301-0 

(')Thefiguies in the child benefit line for years 1977-78 represent family allowances and (for 1976-77 only) child interim benefit. 
Thefigures for 1977-78 onwards include all child benefit at the 1977-78 rates, deflated to 1976 Survey prices. The programme totals 
however include only the net Exchequer cost of the extension in 1977-78 of child benefit to thefirst child of two parent families. 



I. EXISTING POLICIES 
1. The bulk of the Social security Programme is 
only controllable by two means: (1) the policy 
adopted towards uprating benefits, which is con
strained by legislation; and (2) the statutory 
conditions governing the award of benefits. DHSS 
point out that it has generally been judged imprac
ticable to withdraw a cash benefit once it has been 
instituted. 
2. The programmefigures are critically dependent 
on, and indeed can only be calculated by using, 
the economic assumptions settled by the Treasury. 
They are subject to a significant margin of error 
either way. 
3. So as to comply with the PESC ground rules 
agreed by the Cabinet, this year's base-line table 
uses last ye&r's estimating assumptions (as regards 
numbers of beneficiaries, earnings and price move
ments, and so on). The amounts, negative or 
positive, needed to bring thefigures into line with 
this year's assumptions are shown separately under 
" additional bids " in paragraph 5 below. DHSS 
hold this new method of calculating the base-line 
to be seriously misleading, on the grounds that it 
is not open to Ministers to consider, for acceptance 
or rejection, " proposals " to incur additional expen
diture resulting solely from estimating changes, or 
to react by, for example, paying some, but not all, 
those qualifying for unemployment benefit. As 
explained above, the generality of expenditure in 
the social security programme is governed by statute 
or by uprating policy which is itself constrained 
by statute. Furthermore, any attempt to offset the 
estimating changes in any year by introducing 
amending legislation reducing the rate, or limiting 
the conditions of benefit, even if practical politics, 
would run up against the following difficulties— 
(i) unless the Government were content to envisage 
a decline in the scope of social security, " adverse " 
estimating changes could not be treated as justifi
cation for restrictive legislation unless " favourable " 
changes were regarded as grounds for liberalising 
benefit conditions: (ii) it would undermine the 
stability of the social security arrangements if each 
year'5 estimating changes had to be regarded as pro
viding a prima jade case for amending the benefit 
provisions: (iii) it must be expected that sometimes 

Parliament could hardly be expected to accept 
revisions based solely on the years of " adverse" 
change especially as these are likely to be years 
when the need for the maximum amount of social 
security help will be at its highest). 
Additional bids 
4. The Secretary of State for Social Services is 
obliged by statute to review the rate of mobility 
allowance annually, and has already announced 
that the allowance will not be increased in 
November 1976. Apart from the pressure which 
would arise to maintain the value of allowance 
from November 1977 the Secretary of State wishes 
at that uprating to improve its real value and to 
extend entitlement in order to assist in ending the 
present vehicle service scheme. The rate he pro
poses is £7 a week—an increase of £2. The cost 
of the bid, after allowing for savings from the with
drawal of trikes, is shown in the following table. 
The Department have not identified any offsetting 
savings. 

£ million 
1977-78 1978-79 1979-80 1980-81 

2-0 K M ) 13-0 17-0 
5. A lower assumption about the growth of real 
gross earnings means that expenditure on long-term 
benefits is expected to be lower than shown last 
year in all years. However, this is more than offset 
in 1977-78 (and partially so in other years) by an 
increase in short-term benefit expenditure as a result 
of an increase in the unemployment assumption. 
The combined effect of these and other estimating 
changes is shown in the table below. The extra 
requirement for 1980-81 over 1979-80 is accounted 
for by the full year effect of the November 1979 
uprating and the November 1980 uprating. 
Uprating policy 
6. The policy towards uprating benefits is as 
follows. Long-term benefits are assumed to be 
increased in line with the movement of earnings 
between upratings. Short-term benefits are assumed 
to be increased in line with the movement of prices 
between upratings. Such upratings are assumed 
to take place annually in November. Otherwise 
benefits are in general assumed to remain at their 
existing cash value throughout the Survey period. 
Thus a decline in the real value of child benefit is 

(as this year) the net effect of the estimating changes assumed—as previously with family allowances— 
will be favourable in some future years and adverse and the same applies to the provision for mobility 
in others, and no feasible changes in legislation allowance and for the death and maternity grants 
could serve to offset both sorts of divergence (yet of the national insurance scheme. 



£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

Estimating (demographic, etc.) changes -4-1 +S7-8 +146-5 -H85-0\ ... 
Revised economic assumptions -56-0 +66-0 -128 0 -290 Oj 

Notes: The following assumptions underly the total of social security expenditure, that is the sum of the amounts in the base line table 
together with the amounts listed above for estimating and revised economic assumptions changes. 
1. Unemployment assumption (thousands) .  .  .  . 1,450 1,290 1,020 770 770 
2. Price assumptions (percentage movement over previous year) . 13 8 7 6 5 
3. Money earnings assumptions (percentage movement over 

previous year) 12 8 8 8 7 

November November November November 
1977 1978 1979 1980 

4. Assumed size of upraling: 
Long-term - 8-0 8*0 7-8 6-8 
Short-term - 7-8 6-8 5-8 4-8 

The real improvement of benefits economic assumptions and estimating changes 
7. The following table shows the cost of the real referred to in paragraph 5. The comparison is with 
improvement in social security benefits described in die average rate of benefits in force in 1976-77. 
paragraph 6, after taking account of the new 

£ million 

1977-78 1978-79 1979-80 1980-81 
A B A B A B A B 

Long-term benefits 278 273 342 293 489 322 674 347 
Short-term benefit 106 106 105 105 93 93 102 102 
Other benefits  - 2 - - 5 - - 7 - - 8 -

Total 382 379 442 398 575 415 768 449 

8. Three factors account for the total real improve- tax allowances, and the replacement of family 
ment in benefits shown in columns A above. On allowances and child's interim benefit by a tax-free 
the Survey assumptions, the four upratings from benefit for all children—has been postponed. 
November 1977 onwards will lead to improvements 10. Instead, from April 1977, provision will be as in the real value of long-term benefits because follows. Child benefit will be paid at the existing earnings, by reference to the movement of which family allowance rate of £1-50 a week for second long-term benefits are uprated, will increase faster and subsequent children in the family and at the than prices. The rest of the improvement in long rate of £1 a week forfirst or only children. Like term benefits and all the improvement in short-term family allowances child benefit, including the rate benefits, is accounted for by the level at which the for thefirst child, will be taxed and subject to November 1976 uprating was pitched, and by the clawback. The existing child interim benefit will smaller decline in the value of benefits between cease, but a taxable one-parent family premium of upratings as the rate of inflation falls (columns B 50p a week will be introduced so that one-parent above). families will continue to receive the same total rate 
Family support as now for thefirst child-£1-50 a week. 
9. The Child Benefit Act 1975 will come into 11. The April 1977 changes involve a large gross 
force in April 1977, but full implementation of the increase in public expenditure. The net increase in 
scheme—which envisaged the withdrawal of child public expenditure will be less as a result of savings 



on other social security benefits, and when account 
is taken of the accompanying tax changes the net 
Exchequer cost of the new provision will be £75 
million in 1977-78. 

12. Thefigures in the expenditure table assume 
that the rates of child benefit remain at their April 
1977 cash levels throughout the Survey period. The 
extent of the decline in its real value is indicated 
by the family benefits line in Table 2.12. 

Stall 
13. Between April 1976 and April 1981 the non
industrial staff of the Department (including the 
central administration of the National Health 
Service) will increase from 90,072 to 91,337, if 
additional requirements, which rise to 1,500 by 
1980, are included. This increase is largely 
accounted for by extra staff required for the 
maintenance of existing policies, including child 
benefit, the re-constructed national insurance 
scheme, and the new pension scheme. Savings from 
falling work loads are largely offset by increases 
needed for demand-determined work. The Depart
ment of Employment has 20,900 staff in 1976-77 
falling to 11,700 in 1980-81 engaged on unemploy
ment and supplementary benefit work. 

H. THE PRESSURE FOR INCREASED 
EXPENDITURE 

14. The purpose of this section is to give an 
indication of DHSS's views of the likely pressures 
for increased social security expenditure. What 
existing policy commitments do to the value of the 
benefits affected is relevant to the consideration 
of these pressures. In the absence of offsetting 
savings, any extra expenditure involved in respond
iug to these pressures would be a charge on the 
contingency reserve. 

IS. Although the Child Benefit Act provides for 
the rate of child benefit to be reviewed annually, 
it does not contain any uprating requirement and 
the Cabinet have not decided on an uprating 
policy. The real value of child benefits thus 
declines over the Survey period. DHSS believe that 
this may not be tenable and that there win be 
strong pressure to maintain the value of the April 
1977 provision, or indeed improve it inreal terms. 

16. After the 1976 uprating the value of national 
insurance long-term benefits increases in real terms 
and the value of short-term benefits holds steady 
over the Survey period. DHSS believe, however, 
that more generous upratings of national insurance 
benefits than those implied in the expenditure pro
jections are likely for two reasons. First, the present 
policy of uprating benefits in line with current eam
ings and prices movements involves, since upratings 
have to be announced some months before they 
take effect, the prediction of such movements. In 
these circumstances a safety margin over the prices 
and earnings predictions may be thought desirable. 
Secondly wider political considerations-like the 
desire when settling the 1976 uprating to adopt a 
rate which was related to an aim of the TUC 
may create further pressures to increase expenditure. 

17. The Government is committed to considering 
extra provision for existing pensioners when the new 
pension scheme begins. In the White Paper " Better 
Pensions" (Cmnd. 5713) the Government under
took that " with the introduction of the new 
scheme, the position of existing pensioners will be 
further reviewed in the light of the development of 
the economy ". As in Cmnd. 6393 no allowance 
has been made in programme for the result of this 
review. 

18. On a different level of expenditure from the 
foregoing DHSS also draw attention to the pressure 
that will be likely to develop to: 

(i) uprate Family Income Supplement in line 
with earnings (as will happen this July); and 

(ii) ease the conditions for the award of the 
long-term rate of supplementary allowance 
particularly in relation to the present exclu
sion therefrom of the unemployed. 

IH. POLICY OPTIONS 
19. The application of the Survey ground rules 
requires the display of feasible illustrative options 
for saving of 1\ per cent (£300 million) in 1977-78 
and 5 per cent (£585 million) in later years. 
20. What follows sets out a range of measures 
some or all of which would have to be adopted to 
effect savings in the Social security Programme. The 
inclusion of an option does not imply any view 
about its political acceptability; the majority would 



require legislation which in DHSS's view would be U prating benefits 
difficult to get through. Nor are the options des- 21. The next paragraph gives estimates of the 
cribed in sufficient detail to enablefinal decisions to savings that would accrue from modifying the 
be made. So far as possible the cost calculations present uprating policy. The savings depend on 
take account of associated changes needed to main- the economic assumptions adopted for the Survey 
tain coherence in the system of benefit provision, and in particular (a) and (fr) depend on the relation
but they do not take account of changes which ship between the rise in earnings and prices 
might be needed to make the proposals more respectively. 
pafatabfe. To this extent tie maximum savings
quoted might not be realised. Some options are 22. On the economic assumptions governing the 
alternative to, or overlap with, others so that adop- social security expenditure projections, DHSS advise 
tion of more than one option might not realise the that all four of these options would require amend
total of savings shown. ment of the Act. 

Estimate of savings 
£ million 

1977-78 1978-79 1979-80 1980-81 

(a) Uprating long-term benefits in line with the movement of prices between 
upratings rather than in line with the movement of earnings. (The savings 
are less than the total real improvements shown in paragraph 7 by the 
amount of the improvement accounted for by the two factors mentioned 
in paragraph 8)  . . . . . . . . . 5 49 167 327 

O K 
(6) Uprating long-term benefits by more than the movement of prices between 

upratings, but less than the movement of earnings. (Thefigures relate to 
half the rise in real earnings)  . . . . . . . . 3 25 87 169 

(c) Upraiing short-term benefits by less than the movement of prices between 
upratings-that is, allowing the real value of the benefit to fall. (The 
figures relate to one percent: that is the savings were the benefit increases 
to be one percentage point less than that indicated by the economic 
assumptions adopted for the Survey)  . . . . . . 7 21 33 50 

(J) Uprating long-term child dependency benefits by the movement of prices 
between upratings rather than in line with the movement of earnings - 1 3 6 

Raising pension age for women start of the scheme to April 1979 would lead to 
23. Amendment of the Act would be needed. The savings of £28 million in 1979-80 and £66 million 
estimate of savings given below assumes that raising in 1980-81. Deferring the start of the new pension 
the pension age would need to be done gradually scheme until some date after April 1980, so that 
after a period of notice so that raising the age by no expenditure on it occurred during the Survey 
one year would be the most that could be achieved period would lead to savings of £42 million in 
by 1979-80. This would in turn mean that further 1979-80 and £109 million in 1980-81. 
increases in pension age would not be achieved Unemployment benefit for occupational pensioners until after the Survey period. Saving would be 25. Restricting entitlement to unemployment £12 million in 1979-80 and £36 million in 1980-81. benefit for those receiving substantial occupational If the age for women could be raised at one stroke pension. Many such pensioners claim unemployto 65, the savings afterfive years would reach ment benefit when not wanting work. Proof £190 million a year. sufficient to disallow benefit is, however, hard to 
Deferment of the start of the new pension scheme get. Governments of both parties have tried to 
24. The new pension scheme will begin in April restrict benefits to thosê with modest pensions but 
1978 and the improved long-term benefits will have withdrawn the proposals. Amendment of the 
become payable from April 1979. Deferring the Act would be required. Savings £12 million. 



Deferment of the introduction of non-contributory Other savings options 
invalidity pension for housewives 29. The above options have been drafted in 

26. The Government̂  publicly stated plan is to agreement with DHSS. In addition the Treasury
start the non-contributory invalidity pension for believe the following further options relating to 
housewives during 1977-78, but this does not short-term national insurance benefits should be 
involve a precise starting date within that financialconsidered: 
year. Thefirstyear cost of the benefit is £21 niillion (i) Removing entitlement toflat-rateunemploy
net. ment benefit for thefirstsix days of any 
Maternity and death grants period of temporary suspension. This would 

save 300 staff and would not require principal27. The maternity and death grants are insurance legislation although it would be necessary tobenefits paid on the satisfaction of a simple contrfbu bring forward the commencement Ordertion test. Were they instead to be converted to a requiring an affirmative Resolution in themeans-tested benefit the maximum savings would be Commons. It would only affect those whoabout £25 million in a full year. Legislation would still have jobs. Saving £30 million inbe necessary so that it would be difficult to make the 1977-78 and £25 million a year thereafter.change in time to make any savings in 1977-78. 
(Maternity grant, £13 million; death grant, (ii) Removing entitlement toflat-rateunemploy
£12 million.) ment or sickness benefit for thefirstsix 

rather than for thefirstthree days of the 
Supplementary benefit for young persons period of complete interruption of employ
28. Raising the age limit for claiming supplemen- ment. Amendment of the Act would be 
tary benefit in one's own right from 16 to 18 would required. Saving about £70 million. 
save £25 million in a full year, ignoring the expendi- (iii) Abolition of earnings related supplement paid 
ture, which cannot at present be estimated, that with unemployment and sickness and other
would result from the fact that some of these 16 to short-term benefits. Amendment of the Act
18 year-olds would have parents who were receiving would be required. Saving in the region of
supplementary benefit which would have to be £200 million.
increased to take account of the 16 to 18 year'old*s 
requirements. Legislation would be necessary so 30. The saving options above are summarised in 
that any savings would be unlikely before 1978-79. the following table: 

Estimate of benefit savings 
£ million 

1977-78 1978-79 1979-80 1980-81 

** UpratinUpratingg long-terlong-termm benefitbenefitss iinn linlinee witwithh ththee movemenmovementt ooff pricepricess 
OROR 

5 49 167 327 

** UpratinUpratingg long-terlong-termm benefitbenefitss bbyy mormoree thathann ththee movemenmovementt ooff pricepricess bubutt leslesss thathann 
3 25 87 169 

* Uprating short-term benefit by one per cent less than the movement of prices . 
* Upraung long-term child dependency benefits by the movement of prices 

7 

--
21 
1 

-
33 
3 
12 

50 
6 

36 

- - 28-42 66-109 
- 12 12 13 

Deferment of the introduction of non-contributory invalidity pension for 
21 21 22 22 

- 25 25 25 

- 25 25 25 
Removing entitlement forflatrate unemployment benefit for Uiefirstsix days of 

30 25 25 25 

- 190 160 160 
* Removing entitlement toflat-rateunemployment or sickness benefit for the 
first six days of the period of complete interruption of employment - 69 66 67 

* All these items require legislation. 



31. Even if it were possible to implement all the 
options listed above, the savings for 1977-78 and 
1978-79 would not reach the levels required by the 
Cabinet to be illustrated. The only way of making 
the savings up to the required level would be to 
postpone the 1977 uprating by, say, substituting two 
upratings for the three upratings due in November 
1977, 1978. and 1979. This would save about 
£280 million in 1977-78. Savings in 1978-79 and 
thereafter would depend on the timing of the uprat
ings. This would require legislation and DHSS 
think it difficult to imagine the circumstances in 
which it would be possible to obtain approval for 

such legislation, particularly having regard to the 
importance placed by the TUC on maintaining the 
Social security Programme. 

Starring consequences of savings proposals 
32. Changing the basis of uprating proposals has 
no effect on staffing levels, and raising the pension 
age for women very little. Deferring the start of the 
new pension scheme would result in a staff saving 
of the order of 900; and deferring the start of the 
non-contributary invalidity pension for housewives a 
staff saving of about 200. This would largely offset 
the staff increase referred to in paragraph 13. 



13. Other Public Services 

T A B L  E 13 £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Parliament and Privy Council: 
Functioning of Parliament and 
the Privy Council 

Parliamentary election expenses 
22-2 
0-5 

22-2 
0-5 

20*9 
8-5 

19-9 
1 1 0 

19-6 
1-4 

19-7 
0-5 

1 9 0 
0 1 

19 1 
0 1 

19-0 
0-1 

1 9 0 
0 1 

Economic and financial 
administration: 

Tax and rale collection 439-5 477-5 463-4 516-5 570-8 568*3 576-2 573 2 579-7 581-3 
Otherfinancial administration . 87-1 87-6 98-2 98-7 117-4 115-1 113-4 109 5 110-2 109-2 
Post-war credits 34-4 235-8 23* 1 4-7 1-9 — — .— — 

Central management of the Civil 
16-8 1 8 0 18-7 18-7 19 8 18-5 17-5 16 8 16 4 16*4 

Records, registrations and surveys . 
Broadcasting (capital expenditure): 

British Broadcasting Corporation 
Independent Broadcasting 

Authority 
Television .  .  .  . 

43-4 

221 

7-5 

27-3 

23-4 

7-6 

33 0 

25-9 

6-4 

4 4  0 

17-6 

4-5 

44 9 

17-6 

4-2 

37-7 

17-8 

4-0 

35-5 

22-5 

3-8 

34 1 

25 1 

3 5 

34-2 

27-1 

3  0 

34-2 

27-1 

3-0 
Radio .  .  .  . - 0-4 0-7 0-8 0-5 0-1 0-1 0 1 0  1 0 1 

Other services .  .  .  . 37-0 32-3 33-8 44-4 55-3 57-5 60 7 57 3 52 8 52-4 
V A  T paid by local authorities . 1-2 1-2 1*2 1-3 1-5 1-1 1-1 1 1 1-1 1 1 

Grand Total . 711-7 933-8 733-8 782-1 854-9 840-3 849-9 839-9 843-7 843-9 

Changes from Cmnd. 6393 revalued -6-2 -29 0 -17*2 -16-8 -16-7 
Cmnd. 6393 revalued . 861 1 869-3 867-1 856-7 860-4 

Parliament and Privy Council £ million 

FUNCTIONING OF PARLIAMENT A N D THE PRIVY COUNCIL 1977 1978 1979 1980 
Implications of Survey figures -78 -79 -80 -81 

1. The provision for Parliamentary accommodation Reduction in the provision will allow the provision and maintenance of and maintenance of accom
essential accommodation and services for the modation and services 0 1 0-2 0-2 0-2 
Houses of Parliament. For 1977-78 provision has 
been made for the additional office accommodation Cuts of this order cannot be found by deferment of 
for MPs agreed by Ministers. Nothing has been new starts. The remaining provision covers on
included for the accommodation costs of broad- going new work and current expenditure. Savings 
casting the proceedings of Parliament. (The BBCs could only be found by prejudicing the operational 
capital costs are dealt with in paragraph 19 below.) efficiency of Parliamentary accommodation or defer

ring schemes regarded as essential by Parliament. 
The postponement of an air conditioning scheme 

Policy options due to start in 1980-81 would be realistic and 
2- The illustrative options would produce the fol- feasible; and would produce a saving of £0-2 
lowing savings on the provision for accommodation: million in that year. 



Economic andfinancial administration 
TAX A N D HATE COLLECTION' 

INLAND REVENUE A N D C U S T O M S A N D EXCISE 

Implications of Survey figures 
3. This expenditure consists almost entirely of 
wages and salaries and related administrative costs. 

Additional bids 
£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Inland Revenue: 
(i) Administrative ex

penditure . . 3-5 2-5 9-2 12-6 8-2 
(ii) Life assurance premi

ums . . - - - 5*0 5*0 
Customs and Excise . . -0-6 1*1 0-9 0-2 0*5 

4. The Inland Revenue's additional administrative 
costs in 1976-77 are for overtime arising from the 
1976 Finance Bill. In subsequent years they repre
sent the net increase generated mainly by growth in 
the number of individual and corporate taxpayers, 
and of those liable to income tax at the higher and 
additional rates, less other savings achieved by legis
lation and administrative decision. Provision is 
also required for payments under the Finance Bill 
proposals for tax relief by deduction from life 
assurance premiums. 
5. The additional expenditure by Customs and 
Excise is required for new and replacement tele
phone equipment, more uniforms because of greater 
turnover of uniformed staff and capital expenditure 
on the replacement, which cannot be further delayed, 
of vessels. 

Policy options 
6. The illustrative reductions would produce 
savings of: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Inland Revenue . 7-7 15-7 15 9 15 9 
Customs and Excise 3-6 7-3 7-3 7-4 

Significant economies, in addition to the contribu
tions towards the savings of £140 million in 1978-79 
in Civil Service staff costs, could not be achieved 
without considerably greater loss of revenue or 
seriously damaging the departments' control of tax 
collection. 

DRIVER A N D VEHICLE LICENSING 
Implications of Survey figures 
7. Driver and vehicle licensing is undertaken partly 
by the Centre (DVLC) at Swansea, partly by the 
Post Office under an agency agreement and partly 
by Local Vehicle Licensing Offices (LVLOs). The 
Surveyfigures include the administrative costs of 
Vehicle Excise Duty. 

Additional bid 
8. As a result of higher postal charges, and the 
relatively sparse distribution of LVLOs, more 
licences than expected are being renewed through 
the Post Office. Since use of the Post Office under 
the agency agreement is more expensive than use of 
LVLOs, additional sums are required: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-8 0-7 0-7 1-0 

These increases might be partly offset by reducing 
enforcement activity (which could lead to increased 
evasion and consequent loss of revenue). 

Policy options 
9. The illustrative reductions would produce 
savings of: 

£ million 

1977-78 1978-79 1979-80 most 

1-1 1-7 1-7 1*7 

However, since the existing provision in the Survey 
is already inadequate, savings of this order could 
not be achieved without prejudicing DVLC 
operations. 

OTHER FINANCIAL ADMINISTRATION 

DEPARTMENT FOR NATIONAL SAVINGS 

Policy options 

10. The illustrative reductions would produce 
savings of: 

£ million 

1977-78 1978-79 -J979-SG 1990-81 

0-8 1*5 1-5 1-4 



The Department̂  expenditure is largely determined 
by the staff required to administer savings securities 
and by contractual arrangements with the Post 
Office. They have identified savings, largely by 
cutting publicity, of £0-1 million in 1977-78 and 
following years. They believe that further savings 
would require the withdrawal of major savings 
securities. For example the withdrawal of SAYE 
(Index linked) would save £0-2 million in 1977-78, 
£0-3 million in 1978-79 and £0-5 million in 1979-80 
and 1980-81. Ministers have previously refused to 
contemplate this option and the withdrawal of other 
major securities because of the unacceptable con
sequences for financing the Public Sector Borrowing 
Requirement. 

BANK OF ENGLAND 

11. During 1975-76 at the request of the Treasury 
the Bank have carried out a comprehensive review 
of the cost of those of its services which fall within 
the Survey; on its own initiative the Bank decided 
to extend the review to cover all its activities. As 
a result it has been possible to make a number of 
economies which have been incorporated in the 
Surveyfigures as estimating reductions. 

Policy options 
12. The illustrative reductions would require the 
following savings: 

£ million 

1977-78 1978-79 1979-80 1980-8/ 

1-2 2-4 2-4 2-4 

Since the greater part of this expenditure is deter
mined by the demand for bank notes, by the success 
of the efforts to fund the Central Government 
borrowing requirement by the issue of government 
securities, and by the need for an effective exchange 
control, the scope for specific economies in the short 
term is limited. Within the exchange control area, 
the following options have been considered (but are 
notrecommended since they would each have an 
adverse effect on the balance of payments): 
(i) (a) Abolishing the scrutiny of company 
accounts to ensure that the overseas sub
sidiaries make the necessary remittances to 
the United Kingdom (saving 21 to 24 staff). 
(b) Calling for a selected sample of accounts 
e.g. from just the major companies (saving 9 
to 10 staff). 

(ii) Increasing the future emigration entitlement 
to £20,000 worldwide (saving 6 to 17 staff). 

(iii) Delegating authority to authorised banks to 
deal with all applications by United Kingdom 
residents to buy property abroad, to regard all 
the sale proceeds as investment currency and 
to authorise unlimited official exchange for 
maintenance (saving 16 to 22 staff). 

13. The possibility of further economies in the 
longer term is being actively pursued, e.g. the use 
of different paper for bank notes and the relocation 
of the debt management work outside London, but 
these cannot be offered at this stage in the form of 
options for consideration by Ministers. Much of 
the Bank's work is subject to conditions of physical 
security. The capital expenditure programme is 
confined to projects required accordingly or designed 
to increase efficiency, e.g. by computerisation. Pro
jects are phased so as to ensure a smooth 
expenditure profile. 

Central management of the Civil Service and Royal 
Commissions 

Implications of the Survey figures 
14. This expenditure covers the management func
tions of the Civil Service Department (CSD), Royal 
Commissions, Government hospitality and Parlia
mentary Counsel. Expenditure at the level above 
would enable existing policies to continue without 
serious disruption of work, although some planned 
developments would need to be deferred or 
abandoned. 

A dditional bid 
15. Since last year's Survey four new Royal Com
missions have been appointed (National Health 
Service. Gambling, Legal Profession (England and 
Wales and Northern Ireland) and Legal Profession 
(Scotland)) and a committee was set up to review the 
rules governing the political activities of civil 
servants for which no provision was made in Cmnd. 
6393. Additional provision is necessary in each 
year although some offsetting savings are available 
in 1977-78 following the suspension of civil service 
pay research. 
16. The net effect of the additional bid for Royal 
Commissions is as follows: 

£ million 
1977 1978 1979 1980 
-78 -79 SO -81 

Royal Commissions 0-8 0-6 0-1 -



- -

In the CSD*s view it would not be possible to con
tain these net additions within the Survey figures 
without seriously slowing down the progress of 
Royal Commissions or disrupting the CSD's work 
to an unacceptable degree. 
Policy options 
17. The illustrative reductions would produce 
savings of: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-S P O H J 1-0 

The range of options open to the CSD is limited. 
The bulk of the expenditure in these programmes is 
in respect of salaries and wages. 
18. If the CSD is required to make economies of 
up to 8 per cent in 1978-79 as the result of the 
current review of civil service staff costs, a reduction 
of £0-5 million (2£ per cent) in 1977-78 would be 
feasible by slowing down work on the implementa
tion of Fulton and the closure of the Edinburgh 
Centre of the Civil Service College. In 1978-79 
and subsequent years feasible reductions, which 
substantially exceed the minimum levels of cuts 
suggested in the ground rules, are being considered 
in the review of staff costs. 
Broadcasting (capital expenditure) 
Implications of Survey figures 
19. The programme covers the capital expenditure 
of the BBC Home Service and the IBA. The pro
vision allows for Phase I of the Ultra High 
Frequency (UHF) 625-line television transmitter 
building programme, for the replacement of existing 
worn-out plant and, in the case of BBC Home 
Services, forrefurbishing existing studio facilities 
and studio development. 

Additional bids 
20. The Home Office propose additional expendi
ture as follows: 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

(i) Rearrangement of fre
quency assignments 0-4 1-3 1-7 0-6 — 

(ii)TJHF programme Phase 
II  . . . 0-1 0 2 0-4 0-8 1-8 

(iii) Sound broadcasting of 
Parliamentary proceed
ings . . . . 0-2 0-2 — 

(iv) Fourth television service 
in Wales . 0-1 2-3 5-3 7-3 5-9 

114 

Item (i) arises because of the proposed re-arrange
ment of low and medium frequency assignments 
following the 1975 Regional Administrative Broad
casting Conference in Geneva. Changes must be 
made by November 1978. The extra provision is 
required by the BBC. Item (ii) is for the construc
tion of transmitters to broadcast television pro
grammes at UHF in 625 lines and colour. The 
cost and method offinancing item (iii) are stiff 
under discussion. The bid assumes that the BBC 
will be responsible for the sound signal at the 
Palace of Westminster but that there will be no 
significant capital expenditure by the IBA. Item 
(iv) was accepted in principle when the Government 
announced in 1974 that priority should be given 
to providing a primarily Welsh language fourth 
television service in Wales. It was announced in 
February this year that an immediate Government 
subvention could not be justified in present 
economic circumstances but that it would be kept 
under review as part of the public expenditure 
review. Thefigures are subject to variation and 
assume a decision in late 1976 for work to start 
in April 1977. 
21. Offsetting savings could be found from within 
the broadcasting capital expenditure programme 
only by further cuts to the UHF programme; re
placements and repairs to existing transmitters and 
BBC studios; and further deferments to BBC studio 
buildings in the regions and Wales. The Home 
Office has control only over the total capital expen
diture of the BBC Home Services and IBA and it 
might well be impossible to override a refusal from 
either body to accommodate the new expenditure 
involved in these additional bids at the expense of 
their existing programme. The question of off
setting savings for the fourth television service in 
Wales would need to be discussed between the 
Treasury, Home Office and the Welsh Office. 

Policy options 
22. The illustrative options would save: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

B B C . 0 6 1-2 1-3 1-3 
IBA (television) 0 1 0-2 0-1 0-1 

The savings would fall ofi plans to improve or 
refurbish studios, build UHF TV transmitters, and 
repair and replace existing transmitters. The BBCs 

SECRET 



capital programme has already been reduced 
because of a shortfall in expected licence revenue. 
23. The sum of the illustrative figures for reduc
tions in total Home Office services amounts to 
something less than 2\ per cent and 5 per cent 
overall. If further reductions were required, they 
would have to fall on capital expenditure and it 
would be for decision how far the reduction should 
be carried on fundamental law and order services 
and what further contribution the BBC and IBA 
should be asked to make by further reductions in 
their capital expenditure programme. 

Records, registrations and surveys 
24. This includes expenditure by several Govern
ment Departments (the Office of Population 
Censuses and Surveys (OPCS), the General Register 
Office (Scotland) (GRO(S)). Land Registry, 
Ordnance Survey, and other minor departments) 
and some local authority expenditure. Provision 
is made under the OPCS for social surveys carried 
out as an allied service for Government 
Departments. 

Implications of Survey figures 
25. The Cmnd. 6393 provision for OPCS and 
GRO(S) included provisional estimates of the cost 
of preparatory work for a full population census in 
1981. It is now estimated that this provision will 
be insufficient. For Ordnance Survey, the base 
figures show a steady decrease in net expenditure. 
Recent forecasts indicate a fall in the sales of 
Ordnance Survey maps. If this materialises it will 
have the effect of slowing down the rate of reduction 
in net expenditure unless offsetting savings are 
secured. The Public Record Office require 
additional capital provision. The provision for 
registration of electors in Scotland is insufficient. 

Additional bids 
26. The following additional provision is required 
to meet expenditure on the 1981 Census by a 
number of Departments: 

£ million 

1977 1978 1979 1980 
-78 -79 SO -81 

OPCS . . 0-8 0-7 1-8 4-1 
GRO (S) - — 0 4 0 5 

OPCS also estimate that the cost of dispersal, 
including transfer expenses, of part of the office 
to Southport by 1980 will be: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0 1 0-4 0-8 0-2 

The additional provision required by the Public 
Record Office for storage accommodation is: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-4 0-2 - -

Additional provision will be required for the regis
tration of electors in Scotland if local authorities 
are to be enabled to carry out their statutory duties: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-2 0-3 0 3 0-3 

Policy options 
27. Reductions of 2J per cent in 1977-78 and 
5 per cent in following years could produce the 
following savings: 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

OPCS and GRO (S) 0 2 0 5 0-5 0-5 
Ordnance Survey 0-2 0-4 0-4 0-4 
Electoral registration — 8.0 — 8-0 

Any reduction in the allocation for OPCS and 
GRO(S) would require a decrease in manpower. 
The options shown above would require staff to be 
reduced by 72 and 144 respectively. Given that 
additional manpower will be required to meet the 
needs of the 1981 census and that the Civil Service 
cuts required by Cmnd. 6393 have to be made, the 
impkrattAa-aoa oi the options would mean that the 
Departments would have to abandon or severely 
curtail some of their main functions on which the 
public and Government Departments rely. For 
Ordnance Survey, a reduction of 48 staff in 1977-78 
and 104 in later years would be required. This 
would affect the standards of mapping and admini
strative work. The net expenditure figures of the 



minor departments are relatively small and any 
savings would have to be made from manpower. 
All these departments are being asked to offer 
savings in connection with the CSD manpower 
savings exercise. The savings on electoral registra
tion would be achieved by revising the register 
biennially. This would require legislation. The 
present register is reckoned to be only 85 per cent 
accurate at the end of its fife, and" there has 6een 
pressure for making it more up to date. A biennial 
register would contain more inaccuracies, and be 
contested and there would doubtless be pressure 
for exceptions which would reduce the expected 
savings. 

Devolution 
Additional bid 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

Scotland 1 1 6-6 9 4 10 3 10-3 
Wales . 2-9 10-9 14-3 15-0 15-1 

28. This is a new programme covering the net 
additional costs of devolution, i.e. the additional 
costs resulting from devolution after allowing for 
the reductions made possible in other public expen

ture on the Assembly buildings themselves, office 
accommodation and common services such as print
ing and stationery. The estimates are necessarily 
extremely tentative at this stage. 
20. The estimates provided by the Welsh Office 
assume a net build-up of staff to 2.100 (3,722 less 
1,622 from manpower savings in Whitehall depart
ments). This is an increase on the very rough 
estimate in the White Paper on " Our Changing 
Democracy: Devolution to Scotland and Wales" 
(Cmnd. 6348), which suggested that an additional 
1,600 staff would be required, not allowing for 
possible savings is other departments. The man
power estimates for Scotland are in line with those 
in Cmnd. 6348. 
30. The Welsh Office consider that if the Scottish 
Assembly comes into existence on I April 1978, 
there will be very strong pressure for the Welsh 
Assembly to come into being on the same date. 

diture programmes. The expenditure includes the (iii) Direct elections to the 
European Assembly . — — 1 0 0 -- cost of elections, the salaries of members of the 

Assemblies and their staff, and the cost of additional Item (i) arises from slippage and late claims in staff for the Secretaries of State, as well as expendipayments under the charities relief programme. 

But. this timetable would cause very considerable 
staffing problems for the Welsh. If the Welsh 
Assembly did not come into existence until 1 April 
1979, this would lead to the following reductions in 
expenditure: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

2-6 7-4 4 0 0-9 0 1 

31. The Scottish and Welsh Offices have made no 
suggestions for offsetting savings in other pro
grammes, not related to devolution, for which they 
are responsible. 

Other services 
Additional bids 
32. There are a number of miscellaneous bids as 
follows: 

£ million 

1$76 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

(i) Inland Revenue: tran
sitional relief for chari
ties . . . . 0*6 0-3 - - — 

(ii)Home Office: Wireless 
Telegraphy - 0-4 0-3 0-4 0 1 

Item (ii) covers the World Administrative Radio 
Conference as well as radio monitoring. The 
estimate at (iii) covers the cost to the United 
Kingdom of the direct elections. The cost might 
be less if the elections were held in conjunction with 
local government elections. 

Policy options 
£ million 

1971 1978 1979 1980 
-78 -79 -80 -81 

Advances to the Agri
cultural Mortgage 
Corporation ( A M Q . - -0-1  - 0 1 -0-1 

33. It is not possibletoy. predict accurately the 
amount of Exchequer advances which will be 
required to enable the AMC to meet the demand 



for loans. Provision of £2 million a year is included 
in the Survey but actual requirements may vary 
above or below thisfigure in any particular year. 
The option would imply a change from what has 
previously been regarded as a contingency provision, 
to an absolute ceiling from 1977-78. This could 
mean that in some years the Government might not 
be able to meet its obligation to the AMC to provide 
sufficientfinancial backing to enable the Corpora
tion to issue its debentures and this in turn could 
mean a restriction in the amount of money available 
for lending to farmers. The Agricultural Depart

ments consider that this would be against the spirit 
if not the letter of the Agricultural Credits Act 1928 
and subsequent legislation, and that it would be 
undesirable to curtail the supply of funds to the 
Industry particularly at a time when the Government 
is anxious to encourage investment in agriculture. 

34. This heading also covers the capital investment 
programme of Cable and Wireless Ltd. which is 
discussed in the separate report to Ministers on 
nationalised industry investment. 



14. COBUMB Services 

14. Common Services 

T A B L E 14 £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974 75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Office and general accommodation 
services: 
Capital expenditure 
Rent 

68 4 
78-2 

61 0 
81-9 

5 9 0 
84-8 

54-9 
87-3 

78-9 
93-2 

87-6 
108-1 

84-5 
92-9 

811 
90-5 

79-6 
88 3 

79-6 
83-5 

Maintenance and other running 
costs .  .  .  .  . 70-0 59-7 71-7 6 7 0 76-5 76-7 74-7 77-7 77-7 77-7 

Departmental administration 37-9 41-1 33-9 3 1 0 23-1 27-6 26-3 25-7 24-9 24-9 

Total .  .  .  . 254-5 243-7 249-4 240-2 271-7 300-0 278-4 275-0 270-5 265-7 

Stationery and printing (home). 
Computers and telecommunications . 
H o m e publicity .  .  .  . 
Civil superannuation 
Rates on Government property 
Other common services . 

80-2 
23-7 
16-4 
198-9 
111-4 
14-3 

82-6 
33-7 
18-2 

208-7 
115-0 
12-8 

90-3 
27-9 
22-0 
202-4 
107-3 
14-8 

92-3 
30-4 
18-9 

206 1 
117-9 
14-6 

87-2 
381 
22-9 

264-5 
120 4 
16 0 

86-9 
3 7 0 
17-7 

246-4 
121-9 
15-9 

92-0 
42-0 
17-0 

237-1 
125-6 
16-3 

93-4 
40-7 
16 1 

260-5 
129-4 
16-1 

94-9 
40-3 
16-0 

286 8 
133-5 
16-1 

94-9 
40-3 
16-0 

313-7 
133-5 
16-3 

Grand Total . 699-4 714-7 714-1 720-4 820-8 825-8 808-4 831-2 858-1 880-4 

Changes from Cmnd. 6393 revalued: - 7  0 + 11-1 -4-9 -1-9 -1-6 
Cmnd. 6393 revalued 827-8 814-7 813-3 833-1 859-7 

Office and general accommodation services and Office space-millions of square feet 
transport services 

Crown-owned LeasedImplications of the Survey figures 
I. Expenditure on this sub-programme is mainly London Else- London Etse- Total 

where wkeredetermined by the area of office space required for 
the Home Civil Service. The size of this pro

1975 7-8 17*0 151 19-6 59*5 gramme will be influenced by the CSD manpower 
exercise: in particular, the size of the reductions in 1976 7-9 17-5 15-6 21-5 62-5 

1977 . 8 0 17-9 65*8 staff numbers and where they are to occur. Much 16-5 23-4 
1978 8 0 will depend on how far and how quickly space can 18-6 16 5 23 1 66-2 

8-1 18-7 16-3 22-7 65-8 be re-allocated to produce surplus holdings of a size 1979 

that can be offered on the market, and also on the 1980 8-1 20*0 15-9 21-5 65-5 

state of the property market. The interim assump
tion, reflected in the forecasts for rent and for office 
space is that after 1976-77 the total number of 3. Thefigures in this table and the rentfigures in non-industrial civil servants will fall by some the baseline include a preliminary assessment of the 30.000. effects of the £140 million civil service savings, 

but this is subject to change- whenfirm decisions 
2. On present information the area of civil service have been taken on the extent and location of staff 
offices will be as follows: savings. 



Additional bids 
4. The Surveyfigures make no allowance for the 
proposed increase of 10,000 staff in some depart
ments (including 5,000 for Inland Revenue), in the 
latest CSD forecasts. If these staff increases take 
place additional provision will be required as 
follows: 

£ million 

1976 1977 1978 1979 1980 
-77 -78 -79 -80 -81 

10,000 extra staff . - 2-5 5-0 5-0 5 0 

5. Any savings needed to be found from this pro
gramme to cover the increased costs would have to 
be at the expense of the policy options. Provision 
for the extra staff in Edinburgh and Cardiff as a 
result of devolution is proposed in Programme 13. 

6. The 1975 Surveyfigures made no provision for 
the level of staff now planned and agreed by the 
CSD as part of the 1975 manpower forecast for 
1 April 1977. Alignment with the 1975 manpower 
forecast requires additional expenditure as follows: 

£ million 

7977-75 1978-79 1979-80 

Adjustment of rents to agree with 
1975 manpower forecast . 5-7 4-2 0-7 

This expenditure is required to accommodate agreed 
manpower totals any savings to cover it would only 
be available at the expense of the policy options. 

Policy options 
7. Illustrative options up to the percentages pro
posed in the ground rules would not be feasible on 
the rent bill as commitments have to be met; the 
saving indicated would involve cutting back on 
schemes for rehousing staff. Further cuts on depart
mental administration beyond those which may be 
required under the manpower exercise would not be 
feasible. This means that disproportionately large 
cuts would have to fall on capital expenditure 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Capital: 
Ne w Works 2-4 7-2 6-8 6 6 
Furniture and Equip-
ment . 1-0 2-0 2 0 2*0 

Rent 0-5 0-5 0-5 0-5 
Maintenance and Run-
ning costs 3 4 4-6 4-6 4-6 

7-3 14*3 13-9 13-7 

8. On the basis that cuts in the content and timing 
of the dispersal and office improvement programmes 
are avoided, the reduction on new works would 
involve: 

(a) deferring a number of new building projects 
to rehouse regional offices of departments 
in the interests of efficiency or improved 
working environment, where there is not 
already an unavoidable commitment; and 

(b) cutting the provision for minor adaptation 
schemes. However, if additional and urgent 
schemes not at present foreseen were to be 
required by departments, then it would be 
necessary either to allocate further funds or 
to make reductions in other high priority new 
works programmes which might have to 
include office improvement or dispersal 
schemes. 

9. The savings on furniture would have to be 
achieved by cutting back on replacement and 
modernisation programmes. The reductions on 
maintenance and running costs would have to be 
sought through fjel saving as far as possible, and 
by lowering standards of maintenance below what 
has hitherto been regarded as the minimum essential. 

Stationery and printing (home) 
10. Her Majesty's Stationery Office supplies 
Government departments with their printing, 
stationery and office machinery, and is responsible 
for the printing and in most cases the publication, 
distribution, and sale of Government publications. 
Although HMSO tries to meet departments' requests 
for stationery and printing economically, in the main 
it cannot reject or reduce them. 

(10 per cent in later years) and to a lesser extent on Additional bids 
maintenance and running costs (6 per cent in later 11. HMSO have made bids for additional expendi
years). The figures are as follows: ture in respect of the publications main distribution 



centre; a new central warehouse; and the Parlia
mentary Press. The Treasury and the CSD have 
asked for offsetting savings, but none have so far 
been identified. The amounts involved are: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

0 4 1-3 2-6 4-1 3-5 

The figures do not take account of the expectation 
that within the Survey period HMSO operations will 
be put on a trading fund basis. 
Policy options 
12. The illustrative options would mean reductions 
of £2-3 million in 1977-78 and £4-7 million in the 
following years. Such reductions would be likely to 
lead to interruptions of supply unless there were 
corresponding reductions in departments' require
ments. 

Computers and telecommunications 
Implications of Survey figures 
13. The expenditure reductions shown in Cmnd. 
6393 have meant the cancellation or deferment of 
a number of projects designed to achieve economies 
in departmental operations and to improve 
efficiency. Further action will be required during 
1976 to ensure that the announced reductions are 
achieved in 1978-79 and subsequent years. This 
will involve extending the life of existing equipment 
where possible, hiring some new equipment rather 
than purchasing it and cancelling some new pro
jects. However, it is impossible at this stage to 
identify particular schemes that would be affected. 
For telecommunications, the Cmnd. 6393 figures 
would mean that the Central Computer Agency 
(CCA) could not provide various types of com
munications facilities which are required for efficient 
work by dispersed staff, and which are covered by 
the additional bids. Provision has not been made 
for the procurement of such items as shared 
exchanges, which will largely be met by the transfer 
of funds from other programmes. 
Additional bids 
14. 

£ million 

1978-79 1979-80 1980-81 

Computers 
Telecommun icatio ns 

0 1 
0-4 

0-8 
0-1 

0-2 
— 

Total 0-5 0-9 0 2 

The additions are required for essential dispersal 
needs. Given that the basic programme is inade
quate to meet existing requirements, compensating 
savings could be found only by cutting out schemes 
of equal or greater priority than those covered by the 
additional bids. For telecommunications, the 
additions (together with the sums to be transferred 
from other programmes) represent the sums required 
to enable CCA to carry out its agreed function of 
purchasing telecommunications equipment which is 
essential for existing policy requirements. The 
present programme is in the Department̂  view too 
small to enable new requirements to be met by 
savings. 

Policy options 
15. 

£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 

Cancellations and deferments 
of computer and telecom
munications projects 1-0 1-9 1*9 1-9 

16. T h e main burden of cuts must fall on the 
purchase of equipment. Any option which involved 
the cancellation or deferment of projects would 
further adversely affect the functioning of Govern
ment computing, especially in the later years of the 
Survey. Hiring of equipment rather than purchasing 
would be necessary. Over the Survey period this 
would be more costly, and would increase the 
difficulty of keeping within limits in subsequent 
years. 
17. For telecommunications, from 1978-79 onwards 
there would be insufficient money available to cover 
the acquisition of shared telephone exchanges. 
Proposals including the purchase of shared exchanges, 
and the extension of the remote meeting table 
network, would have to be deferred indefinitely. 

Home publicity 
18. This covers expenditure on publicity campaigns 
which are carried out by the Central Office of 
Information and Scottish Office for other Govern
ment departments and includes the related printing 
costs on HMSO's Vote. Publicity is directed 
principally at audiences in the United Kingdom 
through the media of press antTtelevision advertising, 
films, exhibitions and publications in support of 
departmental policies. The Survey base figures 



imply economies in the publicity programmes for all 
departments including the major continuing 
campaigns. 

Policy options 
19. The illustrative options would mean savings of 
£0-4 million in 1977-78 and £0-8 million in sub
sequent years. It is not possible to say at this stage 
which Departmental publicity campaigns would be 
affected. 

Civil superannuation 
Implications of Survey figures 
20. This programme covers expenditure on the 
pensions, lump sum benefits and other superannu
ation benefits (including transfer payments to other 
schemes) payable to civil servants and their 
dependants, offset by contributions payable by 
certain funds and organisations, by civil servants 
towards the cost of widows' pensions, transfer 
payments received from other schemes and certain 
other receipts. The 1976-77 estimate includes a 
payment of £25 million to the Civil Aviation 
Authority (CAA), to be added to the £40 million 
paid in 1975-76, in respect of the accrued pension 
rights of 6,500 civil servants transferred to the CAA 
at the beginning of 1975. 
21. No provision has been made for improvements 
in the benefits of the scheme. Nor do the forecasts 
take into account increased numbers of pensions and 
other superannuation awards that may arise from 
accelerated retirements or redundancies resulting 
from the decisions that may be taken to implement 
the savings in Civil Service manpower announced in 
Cmnd. 6393. Ignoring the special payment of 
£25 million in 1976-77, the forecasts show increases 
of about 9 per cent a year in net expenditure, 
reflecting the cumulative effect of the increase in the 
number of payments. 

Additional bids 

Policy options 
23. Thefigures below show the effect of the 2\ and 
5 per cent reductions. 

£ million 

1977-78 1978-79 1979-80 1980-81 

6-0 13-2 14-5 15-8 

24. In a programme where expenditure is directly 
related to the numbers of people eligible to receive 
benefits under existing provisions, reductions of this 
order are not a feasible proposition. Even if it were 
practical to reduce the benefits of the scheme, the 
reductions could apply only to those who retired in 
future and the bulk of the expenditure arises from 
the payment of benefits to people who have already 
retired or who will have a reservedright to the 
existing benefits of the scheme. 

Other common services 
25. This programme covers the cost of legal 
services, the Government Actuary and Civil Service 
Catering Services. 

Additional bid 
26. The Cmnd. 6393 provision for the Treasury 
Solicitors Office would not allow existing policies to 
be maintained. This would require an additional 
bid as follows: 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-3 0*4 0-3 0-3 

Policy options 
27. The following savings could only be achieved 22. The additional bids result solely from revisions by reducing the scope of services performed by the of the estimates of the net costs of paying benefits in Trwaiiry Scnieiloriar oTher government departments. accordance with the rules of the scheme. 

£ million 
£ million 

1977 1978 1979 1980 
-78 -79 -80 -81 1977-78 1978-79 1979-80 1980-81 

Revision to estimates of 
superannuation payments 2-2 0-7 -0-1 — 0 1 0 1 0 1 0-1 



15. Northern Ireland 
T A B L E 15 £ million at 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

P A R T A 
Expenditure by Northern Ireland 

Departments: 
Agriculture, fisheries, food and 
forestry .  .  .  . 24 0 26-9 38-2 39-6 44-1 43-9 38-3 32-7 32-5 33-3 

Trade, industry and employment 138 0 131-9 136-8 192-1 194-6 172-8 1660 145-6 151 3 151-3 
Fuel 44-9 52-9 39-6 53-9 70-2 81 3 62-1 41-3 30 6 24-7 
Roads and transport: 
Roads .  .  .  . 49-7 47-4 55-2 56-8 56-5 56-8 59-0 54-9 55 6 56-2 
Transport .  .  .  . 11-4 17-9 12-1 15-1 11-3 15 1 17-9 15-2 1 5 0 16-0 

94-5 73-9 81-3 109-5 113-7 145-4 155-4 160-4 165-9 166-1 
Other environmental services 51-8 51 0 48-4 57-9 68-9 71-4 64-4 61-8 60-3 6 0 0 
Law, order and protective 

services 54-9 107-1 3-8 4 0 4-0 4-6 3-9 4-2 4-2 84-1 
Education and libraries, science 
and arts .  .  .  . 177-0 190-1 200-2 218-9 238-3 250-0 248-5 247-0 247-8 246 8 

Health and personal social 
services 171-1 174-7 181-2 196-9 207*6 215-2 219-6 220-6 223-9 228-1 

Social security 250-5 261-1 266 0 292-2 329-5 348-2 362-8 359-1 358-4 359-5 
Other public services 21 0 18-2 14-8 14-8 9-8 9 1 9-4 9-7 10-1 10-1 
C o m m o n services 9-6 8-2 10-2 10-8 19-3 15-3 16-0 14-5 14-6 14-8 
V A T paid by local authorities . 2-9 3 0 2-9 2-9 3-2 2-5 2-2 2-0 2 0 2 0 

Total .  .  .  . 1,101-3 1,164-3 1,171 0 1,265-2 1,371-0 1,431-0 1,426-2 1,368-7 1,372-4 1,372-9 

P A R T B 
Expenditure by United Kingdom 

G o i e m m e n t Departments: 
Agriculture,fisheries, food and 
forestry .  .  .  . 60 3 51-5 39-8 50-9 31-3 25-4 24-0 21-8 21-1 21-1 

Law, order and protective 
services 0-3 0-3 28-4 130-2 156-4 167-6 143 0 135-7 134-4 134-4 

Other public services 
C o m m o n services 

— 
— 

1  0 2-8 
0-6 

2-5 
2-8 

3-2 
1-2 

3-4 
1-7 

2-9 
1-2 

3  0 
1-2 

2-9 
1-2 

2-9 
1-1 

Total .  .  .  . 60-6 -52-8 71-6 186-4 192-1 198-1 171 1 161-7 159-6 159 5 

Grand Total . 1,161-9 1,217-1 1,242-6 1,451-6 1,563-1 1,629-1 1,597-3 1,530-4 1,532-0 1,532-4 

Changes from Cmnd. 6393 revalued -49-4 -9-8 -1-8 -3-9 - 6  1 
Cmnd. 6393 revalued . 1,612-5 1,638-9 1,599-1 1,534-3 1,538-1 

1. Table 15 shows the division of Northern Ireland United Kingdom as a whole (also in Table 3); and 
expenditure between Northern Ireland departments (iii) extra costs attributable to the Army's task in 
and United Kingdom departments. It does not Northern Ireland, which are included within the 
include (i) the cost of food subsidies and price figures in Table 1 and are likely to be about £59 
guarantees for milk and wool which appear for the million in 1976-77. 
United Kingdom as a whole in Table 3 (Northern 
Ireland's share of this in 1976-77 is about £20 
million reducing to £3 million by 1979-80); (ii) Implications of Survey figures 
expenditure by the Intervention Board for Agri- 2. The expenditure figures m the above Table are 
cultural Produce on market regulation operations to those contained in the White Paper on Public 
implement the Common Agricultural Policy in the Expenditure (Cmnd. 6393), adjusted to allow for 



the unemployment relief measures announced in programmes show some growth. On housing, pro-
February 1976; changes announced at the time of vision is made for maintaining the building 
the Budget; additional expenditure in respect of programme of new houses at a level marginally 
administration of social security and industrial above that of the previousfive years, and for an 
training; additions in 1976-77 following the deci- extensive programme of urgently needed repairs 
sions announced in connection with the new pay and improvements to existing houses. The net 
policy agreed with the TUC to defer increases in the effect should be an increase in the number of homes 
charge for school meals and to provide additional provided with a high degree offlexibility in the 
training services; and some small downward esti- means used to achieve this end. 
mating changes. Basically they represent little 
change in the level of expenditure envisaged in 3. The detailed allocation of funds within the 
Cmnd. 6393 and, in the main, provide for a con- trade, industry and employment programme may be 
tinuation of services at the standard envisaged in affected by an urgent review of economic and 
that White Paper. Emphasis continues to be placed industrial strategy which is currently taking place, 
on employment, on the maintenance of law and against a background of over 51,000 unemployed 
order, and on those programmes of social signi- i.e. 9-9 per cent of the labour force with further 
ficance such as education, and health, and closures pending. The review is aimed at ensuring 
particularly on housing where there is the greatest that the best use is made of the limited resources 
need to remedy deficiencies and improve standards. available. Other current policy reviews. e.g. on 
In education, existing levels of expenditure are areas of special social need, may result in some 
being maintained, while the health and housing reallocation between several social programmes. 

Additional bids 
4. There are the following additional bids: 

£ million 

1976-77 1977-78 1978-79 1979-80 1980-81 

I. Agriculture 3-2 0-3 0-9 1*2 1-6 

2. Trade, Industry and Employment: 
(i) Security Guards Grant Scheme — 4-6 — - — 
(ii) Enterprise Ulster - - - 0-5 0-5 
(iii) Northern Ireland Development Agency . — - 3-5 5-0 5 0 
(iv) Regional Employment Premium (women's 

rate) - 3-8 3-8 3-8 3-8 

3. Education: 
Schoolmeals - 0-6 0-8 1 1 1 1 

4. Law, Order and Protective Services: 
Police 0-9 6 1 9-6 13*9 171 

5. Economic Assumptions: 
(i) Social Security -4-9 -9-0 -9-9 -11-5  - 2 7 
(ii) Regional Employment Premiums — 0-6 1-0 1-4 1-9 
(iii) Housing subsidies .  .  .  .  . -0-5 -0-8 — 1-2 -

Totals -1-3 6-2 9-7 16-6 28*3 



Item 1 relates to agricultural services provided to 
Northern Ireland by the United Kingdom 
Ministry of Agriculture, Fisheries and Food 
and covers both those governed by statute 
and others required to maintain existing 
United Kingdom administered agriculture 
policies. £2-8 million in 1976-77 reflects 
delayed payments of EEC compensatory 
allowances for less-favoured areas. 

Item 2 (i) is for the continuation of the existing 
Security Guards Grant scheme. This is 
expenditure which it is reasonable to review 
year by year, since it depends upon the 
security situation. In present circumstances 
it is not possible to think of discontinuing 
the Security Guards Grant scheme in 
1977-78. Enterprise Ulster provides work 
with a training and rehabilitation element. 
The token expenditure under item 2 (ii) is 
needed to provide its statutory board with 
an assurance that it will remain in existence 
throughout the Survey period. Existing pro
vision ends in 1978-79. The new 
Development Agency, item 2 (iii), is the 
Northern Ireland counterpart of the National 
Enterprise Board and the Scottish and Welsh 
Development Agencies, and will require 
finance for its activities as they develop. It 
has recently replaced the former Northern 
Ireland Finance Corporation for which, as it 
had only a limited statutory life, no provision 
had been made beyond 1978-79, and only 
very limited provision in that year. 

The additional bid in respect of Regional Employ
ment Premium, item 2 (iv), relates to the 
suggestion by the United Kingdom Depart
ment of Employment, recorded under GB 
Programme 4, that the women's rate be 
increased to equal the men's, and is contin
gent upon a decision on GB Programme 4. 

The additional bid against school meals, item 3, 
reflects the suggestion under GB Programme 
10 that the planned increases in school meals 
charges from September 1977 may have to 
be implemented one year in arrear. 

The object of the expenditure against item 4 is to 
continue the process of making the police 
more effective in securing the conviction of 
terrorists through the courts and thus in due 
course making it possible for the involvement 

of the Army in Northern Ireland to be 
reduced as is provided for in MO D plans 
and reflected in the Defence Budget figures. 
The aim is also to achieve a more cost
effective system. 

Item 5 shows the changes resulting from the 
revised economic assumptions. It reflects 
similar changes on account of these in GB 
programmes 12, 4 and 7. 

Offsetting savings 
5. The additional bids in respect of agriculture 
services, item 1, would be offset in the same way as 
the corresponding United Kingdom additional bids 
under Programme 3. 
6. In order to offset the additional bids at items 2 
(i), (ii) and (iii) above by the Northern Ireland 
Departments, the factory building programme would 
have to be reduced by about one-sixth; the new 
Central Bus Station planned for Belfast deferred 
to beyond the Survey period, and administrative 
economies made in agricultural and miscellaneous 
common services. Item 2 (iv), as stated above, is 
contingent on the decision taken in GB. Item 3 is 
similarly contingent on GB decisions. 
7. To produce offsets to meet item 4 a reduction 
of £10 million on electricity, involving cuts in 
expenditure on distribution, transmission and 
generation, and on office accommodation would 
have to be made. Industrial development expendi
ture would have to be reduced, possibly by cutting 
the factory building programme further to a level 
of only £10 million a year and by curtailing the 
provision for grants and loans for industrial develop
ment. Reductions of £10 million and £7 million 
would have to be made in the Housing and Roads 
programmes respectively. Further administrative 
economies would have to be made and a number 
of new works contracts deferred. 
8. The net effect of the changes under item 5 (i), 
(ii) and (iii) is a reduction in expenditure. 

Policy options 
9. A list of illustrative options to meet the target 
of reducing expenditure by 2\ per cent in 1977-78 
and 5 per cent thereafter is set out below. If 
decisions to reduce expenditure were taken, changes 
might need to be made to this list in thefight of 
options taken up in Great Britain in respect of 
comparable services. 



Northern Ireland Departments: 
Agriculture, Fisheries, Food and Forestry . 
Trade, Industry and Employment .  .  .  . 

Education and Libraries, Science and Arts 

U  K Departments: 
Agriculture, Fisheries, Food and Forestry

10. The effect of the Northern Ireland Depart
ments' options bears most heavily on the pro
grammes for trade, industry and employment; roads 
and transport; housing; education and libraries, 
science and arts; and health and personal social 
services. Some of these programmes have already 
sustained heavy cuts under the 1975 Survey. If the 
offsetting savings described in paragraphs 5 and 6 
were taken in full and the listed options were 
adopted in full, the ensuing reduction of the pro
vision for the trade, industry and employment pro
gramme could gravely inhibit the Governments 
ability to make an impression on the economic 
problems facing Northern Ireland. Little new 
construction work would be undertaken on roads 
while maintenance standards would be adversely 
affected. 
The resultant capital programme for schools 
would barely provide classrooms to meet changes 
in the school population and there would be no 
scope for badly needed school improvements. No 
new capital projects would be carried out for health 
and personal social services before 1980-81. 
Against the background of Northern Ireland's 
serious housing problem, a reduction in the building 
programme which left spare capacity in the con
struction industry would be feasible, but difficult 
to defend. There would be 3 severe slowing down 
of drainage, forestry and fishery programmes and 
restriction of work on the advisory, education and 
inspectorate aspects of agriculture. Other services 
such as water and sewerage, industrial training and 

£ million 

1977-78 1978-79 1979-80 1980-81 

0-5 1-1 1 3 1 3 
7-9 11-3 12-2 13-1 
0-5 3-4 3-6 3-6 
8-7 1 2 0 11-6 121 

2-5 2-3 2 3 
6-2 13-3 12-9 1 3 0 
5-5 1 2 0 12-2 11-4 

1 8 0 17-9 18 0 
0-8 0-8 0-8 
0-7 0 6 0-4 

 0-6 1-1 1-1 1-1 

sport and recreation would also be curtailed. 
Further administrative economies would be made 
and new works deferred. 
Social Security is a service in which exact parity 
is maintained with Great Britain, so that any 
options which were adopted there would also be 
applied to Northern Ireland and the Northern 
Ireland totals would nave to be adjusted accordingly. 
In the meantime savings from reductions of 2J per 
cent and 5 per cent are shown for the relevant 
years without being attributed to specific changes. 

11. Although the full effects on employment if 
the options were taken up were still being assessed 
when this Report was printed it was already clear 
that the reductions would have serious con
sequences- In manufacturing industry the massive 
reductions in the trade, industry and employment 
provision would affect Northern Ireland's ability 
to maintain or promote employment. The con
struction and associated industries would be severely 
affected by cuts in the capital programmes. There 
would also be reduced employment opportunities 
for those undergoing training in technical and 
professional employment e.g. in health and 
education. 

12. The options for expenditure on Northern 
Ireland agricultural services by the United Kingdom 
Ministry of Agriculture Fisheries and Food would 
be determined in the light of agricultural support 
policies in the United Kingdom as a whole. 



SPECIAL ANALYSES 

1. Local authorities' current expenditure 
Summary Table 
T A B L E A £ million at 1976 Survey prices 

1974 751975 76 W7*-7T 1977-78 1978 79 1979-801984-81 

Eogbnd and Wales 
Agriculture, fisheries, food and forestry. 4-5 3-5 3-1 3-1 3-1 3-1 3-1 
Trade, industry and employment . 26-8 28-9 28-6 29-3 29-9 30-2 24-1 
Roads and transport 767-3 824-4 750-4 674-9 6098 611-9 611-9 

524-5 504 0 459-1 486-2 5020 5150 515-0 
Other environmental services 1,051 5 1,128-3 1,068-9 1,006-9 1,010 81,039-4 1,001- 6 
Law, order and protective services 1,044-6 1,111-6 1,133-8 1,171-2 1,189-1 1,189 11,160-8 
Education and libraries, science and arts . 4,892-9 5,077-6 5,185 0 5,180-1 5,184-4 5,178-6 5,195-7 
Personal social services .  .  .  . 719-2 775-5 805-5 821-7 838-4 855-2 855-2 

77-6 83 1 79-5 79-5 79-3 79-3 79-3 
Estimated longfall in 1975-760) - — 150 0 - — — —-
Total current expenditure (PES) basis . 9,106-2 9,684-8 9,514-2 9,474-3 9.420 1 9,469-0 9,490-3 

Adjustments to current expenditure (PES basis) 
excluding (i) and (ii) belowO -445-3 -486-4 -525-6 -563-9 -584-4 -606-3 -616-8 

Current expenditure ranking for R S G purposes 
U.e. excluding (i) and (ii) below) 8,660-9 9,198-4 8,988-6 8,910-4 8,833-7 8,862-7 8,873-5 

222-9 (i) Capital expenditure met from revenuef3) 342-5 356 1 330-6 304-4 303 5 303-8 
975-8 984-1 1,118-9 1,118-9 1,118-9 1.118-9 1,118-9 

Total relevant expenditure (RSG basis) 9,859-6 10,525 0 10,463-6 10,359-9 10,259 0 10,285-1 10,296-2 

Scotland 
Agriculture,fisheries, food and forestry . 0-2 0-2 0-2 0-2 0-2 0-2 0-2 
Trade, industry and employment . 2-6 3-4 3-7 3-6 3-7 3-7 3-7 

78-2 89-8 102-4 99-7 97-7 100-0 1000 
73-9 70-4 77-2 91-3 831 85-2 85-2 

Other environmental services 122-1 126 0 138-8 130 9 128-8 129-1 1291 
Law, order and protective services 101-5 107-5 111-3 109 9 111-2 112-6 112-6 
Education and libraries, science and arts . 523 0 544-7 545-1 531 5 525-5 5171 511-3 
Personal social services 87-4 98-7 101 5 103 6 105-7 107-8 107-8 

14 0 14-8 15-2 15 4 15-8 16-3 16-3 
Estimated longfall in 1975-760 - — 5 5 0 — — — — -
Total current expenditure (PBS basis) . 1,002-9 1,110-5 1,095-4 1,086-1 1,071-7 1,072-0 1,066 2 

Adjustments to current expenditure (PES basis) 
excluding (i) and (ii) belowO -92-0 -90-7 -91 6 -97-8 -85-9 -88-3 -88-3 

Current expenditure ranking for R S G purposes 
(l.e. excluding (i) and (ii) below) . 910-9 1,019-8 1,003-8 988-3 985 8 983-7 977-9 
(i) Capital expenditure met from revenue 9-2 9-3 9-2 9 1 9-1 8-9 8-9 

170-1 171-9 190-1 190-1 190-1 1901 190-1 

Total relevant expenditure (RSG basis) . 1,090-2 1,201-0 1,203 1 1,187-5 1,185-0 1,182-7 1,176-9 

Great Britain 
Total current expenditure (PES basis) . 10,109-1 10,795-3 10,609-6 10,560-4 10,491-8 10,541 0 10,556-5 
Total relevant expenditure (RSG basis) 10,949-8 11,726-0 11,666-7 11,444-0 11,467-8 11,473-1 11,547-4 

(*) It is not yet possible to allocate this estimated additional expenditure to individual services. 
O Net adjustment for public expenditure not ranking for R S G and relevant expenditure not counted as public expenditure. 
(J) Thefigures for 1975-76 onwardsreflect the introduction of the Transport Supplementary Grant system. 
(*) The level of loan charges is assumed to be constant in real terms in 1976-77 and subsequent years. 



Current expenditure and relevant expenditure by Main Programme: England and Wales 
T A B L E B £ million at 1976 Survey prices 

1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Agriculture,fisheries, food and forestry: 
Cvmesrt tx-pen&Vurt (PES bran) 
Adjustments to current expenditure . 
Capital from revenue 
Loan charges 

4-5 

0-7 
1-6 

3-5 

0-7 
1-9 

3-1 

0-7 
2-3 

3 1 

0-7 
2-3 

3-1 

0-7 
2-3 

3-1 

0-7 
2-3 

3  1 

0 7 
2-3 

Relevant expenditure (RSG basis) 

Trade, industry and employment: 
Current expenditure (PES basis) 
Adjustments to current expend!ture(-) 
Capital from revenue 
Loan charges 

Relevant expenditure (RSG basis) 

Roads and transport: 
Current expenditure (PES basis) 
Adjustments to current expenditure^ 
Capital from revenue^) 
Loan charges 

6-8 

24-1 

0-1 

24-2 

767-3 
-27-1 

52-9 
137-9 

6 1 

26-8 
-0-5 
0-1 
0 1 

26-5 

824-4 

204-2 
135-1 

6-1 

28-9 
- 1  0 
0-1 
0-1 

28 1 

750-4 

216-5 
164-6 

6-1 

28-6 

0 1 
0 1 

28-8 

674-9 

192-0 
164-6 

6-1 

29-3 

0-1 
0 1 

29-5 

609-8 

1660 
164-6 

6 1 

29-9 

0-1 
0-1 

30-1 

611-9 

1660 
16-4-6 

6-1 

30-2 

0 1 
0  1 

30 4 

611-9 

1660 
164-6 

Relevant expenditure (RSG basis) 

Housing: 
Current expenditure (PES basis) 
Adjustments to current expend itureC) 
Capital from revenue 
Loan charges 

Relevant expenditure (RSG basis) 

Other environmental services: 
Current expenditure (PES basis) 
Adjustments to current expenditureC) 
Capital from revenue 
Loan charges 

Relevant expenditure (RSG basis) 

Law, order and protective services: 
Current expenditure (PES basis) 
Adjustments to current expenditureC') 
Capital from revenue 
Loan charges 

Relevant expenditure (RSG basis) 

Education and libraries, science and arts: 
Current expenditure (PES basis) 
Adjustments to current expend itureO 
Capital from revenue 

.

9310 

524-5 
 -260-8 

0-3 
74-1 
338-1 

1,051-5 

118-2 
207-4 

1,377-1 

1,052-5 
-2-1 
17-1 
42-3 

1,109*8 

4,892-9 
-224-3 

59-8 
459-2 

1,163-7 

504-0 
-242-4 

1-2 
111-5 

374-3 

1,128-3 

43-7 
200-7 

1,372-7 

1,111-6 
-2-4 
22-6 
41-5 

1,173-3 

5,077*6 
-241 1 

61*9 
439-9 

1,131-5 

459-1 
-269-5 

1-6 
147-0 

338-2 

1,068-9 
-7-5 
43-3 
219-3 

1,324-0 

1,133 8 
-2-4 
20-4 
42-4 

1,194-2 

5,185-0 
-245-2 

65-3 
483-2 

1,031-5 

486-2 
-304 6 

1  6 
147-0 

330-2 

1,039-4 
-13-3 
41-8 
219-3 

1,287-2 

1,160-8 
-2-3 
20 0 
42-4 

1,220-9 

5,180-1 
-243-7 

66-1 
483-2 

940-4 

502 0 
-319-3 

1-6 
147-0 

331 3 

1,001-6 
-17-4 
40-1 
219 3 

1,243-6 

1,172-2 
-2-4 
20-8 
42-4 

1,233-0 

5,184-4 
-245-3 

66-7 
483-2 

942-5 

5150 
-331-3 

1-6 
147 0 

332-3 

1,006-9 
-22-7 
40 I 
219-3 

1,243*6 

J,189 1 
-2-4 
]8-9 
42-4 

1,248-0 

5,178-6 
-249-9 

67-6 
483-2 

942-5 

515 0 
-331-3 

1-6 
147 0 

332-3 

1,010-8 
-26-6 
40 1 
219-3 

1,243-6 

1,189-1 
-2-4 
18-9 
42-4 

1,248 0 

5,195-7 
-256-5 

67-9 
483-2 

Relevant expenditure (RSG basis) 

Personal social services: 
Current expenditure (PES basis) 
Adjustments to current expenditure 
Capital from revenue 

5,187-6 

719-2 

8-1 
53-2 

5,338-3 

775-5 

8-1 
53-4 

5,488-3 

805-5 

8-2 
6 0 0 

5,485-7 

821-7 

8-3 
60-0 

5,489 0 

838-4 

8-4 
60-0 

5,479-5 

855-2 

8-5 
6 0 0 

5,490-3 

855-2 

8-5 
6 0 0 

Relevant expenditure (RSG basis) 780-5 837-0 873-7 890 0 906-8 923-7 923-7 
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T A B L E B (continued) £ million at 1976 Survey prices 

1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Other public services: 
Current expenditure (PES basis) 77-6 8 3 - 1 79-5 79-5 79-3 79-3 79-3 
Adjustments to current expenditure . — — — — — 
Capital from revenue — — — — — — 
Loan charges — — — — — — — 
Relevant expenditure (RSG basis) 77-6 8 3 - 1 79-5 79-5 79-3 79-3 79-3 

Estimated longfall in 1975-76 . 150 0 - - - - -
Notes: Adjustments to current expenditure: 

(') Specific grant for temporary scheme to strengthen the Careers Service to deal with high unemployment. 
(*) Central government capital grants for road projects (discontinued from 1975-76). 

Notes: Capitol from revenue: 
O Thefigures for 1975-76 onwards reflect the introduction of the Transport Supplementary Grant system. 

Notes: Adjustments to current expenditure: 
(") Central government grants to rent rebates and allowances. 
O Price adjustments to land drainage precepts by Water Authorities; current expenditure on community land scheme. 
(6) Miscellaneous grants to community services. 
(*) Central government grants for mandatory student awards. 

Current expenditure andrelevant expenditure by Main Programme: Scotland 
T A B L E C £ million at 1976 Survey prices 

1974-75 1 9 7 5 - 7 6 1976 -77 1977-78 1978-79 1 9 7 9 - 8 0 1980-81 

Agriculture,fisheries, food and forestry: 
Current expenditure (PES basis) 0 2 0-2 0-2 0-2 0-2 0-2 0-2 
Adjustments to current expenditure^) -0-1 - 0 1 - 0 1 -0-1 -0-1 - 0 1 -0-1 
Capital from revenue — —— — — — — 
Loan charges — — — 
Relevant expenditure (RSG basis) 0-1 0 1 0 1 0-1 0-1 0 1 - 0 1 

Trade, industry and employment: 
Current expenditure (PES basis) 2-6 3-4 3-7 3-6 3-7 3-7 3-7 
Adjustments to current expenditure^) -0-1 -0-2 — — — — 
Capital from revenue — — — -— — — 
Loan charges — - — — — — — — 
Relevant expenditure (RSG basis) 2-6 3-3 3-5 3-6 3-7 3-7 3-7 

Roads and transport: 
Current expenditure (PES basis) 78-2 89-8 102-4 99-7 97-7 100-0 1000 
Adjustments to current expenditureO -14-4 -16-8 -10-4 -4-4 — — — 
Capita] from revenue 1-4 1-5 1-5 1-5 1-5 1-5 

2 1 1 21-3 27-7 27-7 27-7 27-7 27-7 

Relevant expenditure (RSG basis) 86-3 95-8 121-2 124-5 126-9 129-2 129-2 



T A B L E C (continued) £ million at 1976 Survey prices 

1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Housing: 
Current expenditure (PES basis) 73-9 70-4 77-2 91-3 83-1 85-2 85-2 
Adjustments to current expenditure^) -72-6 -69-3 -76-2 -90-2 -82-0 -84-1 -84-1 
Capital from revenue 
Loan charges 6-9 8-7 9-3 9-3 9-3 9-3 9-3 

Relevant expenditure (RSG basis) 8-2 9-8 10-3 10-4 10-4 10-4 10 4 

Other environmental services: 
Current expenditure (PES basis) 122-1 126-0 138-8 130-9 128*8 129-1 129-1 
Adjustments to current expenditure(!) -5-8 -5-5 -4-8 -4-8 -5-4 -5-7 -5-7 
Capital from revenue 3-5 3-5 3-5 3-5 3-5 3-5 3-5 
Loan charges 60-5 56-9 64-8 64-8 64*8 64-8 64-8 

Relevant expenditure (RSG basis) 180-3 180 9 202-3 194-4 191-7 191-7 191-7 

Law, order and protective services: 
Current expenditure (PES basis) 101-5 107-5 111-3 109-9 111-2 112-6 112-6 
Adjustments to current expend iture(6) 0-9 1-1 0-1 1-7 1-6 1-6 1-6 
Capital from revenue . 3-2 3-0 2-9 2-8 2-8 2*6 2-6 
Loan charges 4-4 5  0 5-5 5-5 5-5 5*5 5-5 

Relevant expenditure (RSG basis) 110-0 116-6 119-8 119-9 1211 122-3 122-3 

Education and libraries, science and arts: 
Current expenditure (PES basis) 523-0 544-7 545-1 531-5 525*5 517-1 511-3 
Adjustments to current expenditure 
Capital from revenue 
Loan charges 

0-9 
72-9 

1 1 
75-4 

1-1 
77-3 

1-1 
77-3 

1-1 
77*3 

1*1 
77-3 

1-1 
77-3 

Relevant expenditure (RSG basis) 596-8 621-2 623-5 609*9 603-9 595-5 589*7 

Personal social services: 
Current expenditure (PES basis) 
Adjustments to current expenditure
Capital from revenue . .
Loan charges 

. 
. . 

87-4 

0-2 
4-3 

98-7 

0-2 
4-6 

101-5 

0-2 
5-5 

103-6 

0-2 
5-5 

105-7 

0 2 
5-5 

107-8 

0 2 
5-5 

107-8 

0-2 
5-5 

Relevant expenditure (RSG basis) 91-9 103 5 107-2 109-3 111-4 113-5 113-5 

Other public services: 
Current expenditure (PES basis) 
Adjustments to current expenditure
Capital from revenue . 
Loan charges 

. 
14 0 14-8 15-2 15-4 15-8 16-3 16-3 

Relevant expenditure (RSG (basis) 14 0 14-8 15-2 15-4 15-8 16-3 16-3 

Estimated longfall in 1975-76 . - 55-0 - - - - -

Notes: Adjustments to current expenditure: 

(') Expenditure by fishery boards. 
C2) Specific grant for temporary scheme to strengthen the Careers Service to deal with high unemployment. 
(J) Expenditure on concessionary fares up to 1975-76; central government grants for rail services. 
(*) Rate fund contributions to housing revenue account deficit and rent rebates and allowances; central government grants to 

rent rebates and allowances. 
(*) Rate fund expenditure on clean air schemes; contributions to special funds. 
(') Rate fund contributions to common police services. 



* 
1. Table A brings together for England and Wales 
and for Scotland thefigures for local authority 
current expenditure in PES terms from the indi
vidual programme tables in Part 2 and shows the 
adjustments which are necessary to move from 
current expenditure on the PES basis to relevant 
expenditure as defined for rate support grant pur
poses. These adjustments are shown separately by 
main programme in Tables B and C. 

2. The Public Expenditure White Paper published 
in February 1976 (Cmnd. 6393) made it dear that no 
increase in the total of local authority current 
expenditure could be afforded over the next few 
years; and that any increases in individual services, 
whether for demographic or other reasons, must be 
offset by reduced levels of provision in other ser
vices. The rate support grant settlements for 
1976-77 which were announced in November 1975 
were made on this basis; and the aggregate figures 
in Table A accordingly show a picture of broad 
stability for the future years of the Survey period, 
with modest falls in total current expenditure in both 
England and Wales and in Scotland in 1977-78 and 
1978-79. 

3. Thefigures for 1974-75 are near-final outturn 
figures submitted by the local authorities. For 
1975-76 the estimates for England and Wales are 
largely based on information about spending inten
tions which was available when the rate support 
grant settlement was made last Autumn. The figures 
for individual programmes do not take account of 
information recently received from the new DOE/ 
CIPFA enquiry into provisional outturnfigures for 
1975-76 and budget estimates for 1976-77. These 
suggest that current expenditure in England and 
Wales in £975-76 is likely to be about £150 million 
higher than expected last Autumn, and thisfigure is 
included in the totals in Table A. A similar 
addition of £55 million is made to the totals for 
Scotland. For the current year, thefigures imply 
that the local authorities will keep their expenditure 
to the rate support grant level: the implications 
of the information from the new returns mentioned 
above which suggested that local authority spending 
plans may exceed the White Paperfigures by about 
£400 million in England and Wales, and information 
suggesting the possibility of a similar £40 million 
excess in Scotland, and the action which has been 
taken to cut back these plans is discussed in 
Annex E to Part 1 of this Report. 

4. The projections of local authority current ex
penditure for the later years of the PESC period 
have been prepared by departments in the light of 
the ground rules for the 1976 Survey. The implica
tions for the main local authority services of holding 
expenditure to these levels are described in the 
programme chapters of Part 2. A summary of bids 
for additional local authority expenditure submitted 
by Departments is given in Special Analysis 3, 
Table F. 

5. Following discussions in the Consultative 
Council on Local Government Finance, arrange
ments have been made this year to involve the local 
authorities more fully in the PESC process. To 
this end, groups of Central Government and local 
authority officials have been set up to examine the 
implications for local authority services of the 
Cmnd. 6393figures in the future years of the PESC 
period, and to consider the balance between current 
and capital programmes, particularly in the years 
after 1977-78. Additionally, to facilitate discussion 
in the Consultative Council of priorities between ser
vices, the official groups will also consider the 
possible application of illustrative cuts of 2J per 
cent in 1977-78 and 5 per cent in 1978-79 and 
1979-80 to local authority programmes. The results 
of this work, both for 1977-78 and for later years, 
will be discussed by the Consultative Council in 
July. 

Current and relevant expenditure 
6. The differences in definition between current 
expenditure in PES terms and relevant expenditure 
ranking for payment of rate support grant give rise 
to continuing problems of communication between 
Central Government and the local authorities, par
ticularly in regard to the appropriate definition of 
expenditure for control purposes. Some progress 
has been made in this area in the last year: the 
various definitions of expenditure have been dis
cussed with the local authorities and, when the 
Public Expenditure White Paper was published in 
February, the members of the Consultative Council 
were provided with a table showing the Cmnd. 6393 
figures expressed in terms of current expenditure 
ranking for rate support grant and total relevant 
expenditure. A table of Jhis kind, with figures 
revalued to November 1975 prices (the price base 
of the 1976-77 rate support grant settlement) has 
recently been circulated to local authorities, omitting 
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estimates of loan charges and total relevant expendi
ture for the years after 1976-77. The most helpful 
presentation of loan charges in future years remains 
a particular problem. The real burden of loan 
charges is not subject to the same degree of control 
by local authorities as is the volume of current 
expenditure and will depend primarily on the 
interaction between future interest rates and the rate 
of inflation, both of which are very uncertain over a 
five-year period, and to a much smaller extent on 
changes in the level of capital expenditure and in the 
proportion of outstanding debt which needs 
refinancing. The estimates of relevant expenditure 

Per cent 

Annual rales of growth 

1975 1976 1977 1978 1979 1980 
-76 -77 -78 -79 -80 -81 

England and Wales 
Total current ex

penditure 
(PES basis) 4-6*4 -1-8 -0-4 -0-6 4-0-5 4-0-2 
Current expendi
ture ranking 
for R S G (j.e. 
excluding loan 
charges and 
capital met 
from revenue) 4-6-2 -2-3 -0-9 -0-8 +0-3 4-0-1 

Total relevant 
expenditure ex
cluding loan 
charges . 4-7-4 -2-1 - 1 1 -1-1 +0-3 4-0-1 

Total relevant 
expenditure 
(RSG basis) . 4-6-7 -0-6 -1-0 -1-0 +0-3 + 0 1 

Special Analysis 1 

in this Special Analysis are again based on the 
neutral convention that the real burden of loan 
charges will remain constant at its 1976-77 level. 
7. The rates of growth of current and relevant 
expenditure implied by the estimates in this Special 
Analysis are shown in the table below. The 
differences between the definition of current expendi
ture for PES and RSG purposes are explained in the 
footnotes to Tables B and C. The most significant 
of these are in education and housing and relate to 
expenditure by local authorities reimbursed by 
Central Government which is excluded from current 
expenditure ranking for RSG. 

Per cent 

Annual rales of growth 

1975 1976 1977 1978 1979 1980 
-76 -77 -78 -79 -80 -81 

Scotland 
Total current ex
penditure 
(PES basis) . 4-10-7 -1 - 4 -0-8 -1-3 -0-5 

Current expend!
ture relevant 
for R S G (/.*. 
excluding loan 
charges and 
capital met 
from revenue) 4-12-0 -1-6 -1-5 -0-3 - 0 2 -0-6 

Total relevant 
expenditure ex
cluding loan 
charges . + 11-8 -1-6 -1-5 -0-3 -0-2 -0-6 

Total relevant 
expenditure 
(RSG basis) . 4-10-2 4-0-2 -1-3 -0-2 -0-2 -0-5 



The financing of local authority relevant expenditure 1971-72 to 1976-77 

T A B L E D £ million at outturn prices 

1971-72 1972-73 1973-74 1974-75 1 9 7 5 - 7 6 1976-77 
actual actual actual actual provisional estimated 

England and Wales 
Expenditure: 

1. Current expenditure (PES basis) .  .  .  . 
2. Current expenditure on services transferred from 

local authorities on 1.4.74 (PES basisX1)
3. Other adjustments to current expenditure^) 
4. 

3,419 

225 
-92 
110 

4,084 

260 
-188 
106 

4,901 

298 
-305 
150 

6,937 

--383 
231 

9,347 

-— 

-461 
339 

10,212 

— 
-565 
386 

5. 490 488 636 804 972 1,154 
6. Total relevant expenditure (RSG basis) 
7. Other rate-borne expenditure: housingf1) 

4,152 
38 

4,750 
49 

5,680 
120 

7,589 
— 

10,197 — (1,187 
- 

iconic; 
8. 
9. Rate rebate grant and Special Domestic relief . 
10. 
11. Specific and Supplementary Grants 
12. Aggregate Exchequer Grants (lines 10 and 11) 
13. Total Income (lines 3 f 9 10 -t- 11) . 
14. Excess (-)-) of Income over Expenditure (line 13 less 

1,912 
14 

2,173 
200 

2,373 
4,299 

+ 109 

2,180 
18 

2,528 
229 

2,757 
4,955 

+ 156 

2,415 
21 

3,155 
310 

3,465 
5,901 

+ 101 

2,900 
180 

4,327 
418 

4,745 
7,825 

+23S 

3,743 
101 

5,779 
851 

6,630 
10,474 

4-277 

4,135 
108 

6,333 
999 

7,332 
11,575 

+3S8 

Scotland 

Expenditure: 
1. Current expenditure (PES basis) .  .  .  . 
2. Current expenditure on services transferred from 

local authorities on 1.4.74 (PES basis)(J)
3. Other adjustments to current expenditure^) . 
4. 

425 

13 
-40 

4 

485 

15 
- 4 0 

8 

573 

16 
-54 

8 

792 

— 
-67 

7 

1,082 

— 
-80 

9 

1,188 

— 
10 

5. 68 80 104 134 169 196 

6. Total relevant expenditure (RSG basis) 
7. Other rate-borne expenditure(*) 

470 
53 

548 
52 

647 
65 

866 
S3 

1,180 
105 

1,305 
55 

8. Total rate fund expenditure 523 600 712 919 1.285 1,360 

icome: 
9. RatesC) 
10. Rate rebate grant and Special Domestic relief 
11. 

223 
2 

271 

235 
2 

317 

262 
3 

404 

305 
9 

552 

401 
16 

677 

466 
19 

878 
12. Specific and Supplementary Grants 
13. Aggregate Exchequer Grant (lines 11 4- 12) . 
14. Total Income (lines 9 + 10 + 1 1 + 1 2 ) 
15. Excess (-1-) of Income over Expenditure (line 14 less 

28 
299 
524 

+ 1 

33 
350 
587 

-13 

37 
441 
706 

- 6 

44 
596 
910 

- 9 

49 
726 

1,143 

-142 

62 
940 

1,425 

-f- 65 

Notes: 

(') Local health and sewerage services. 
(*) Public expenditure not ranking for R S G lessrelevant expenditure not counted as public expenditure. 
P) In England and Wales rate fund contributions to housing became relevant expenditure for rate support grant in 1974-75. 
(*) Rate income excluding domestic element of rate support grant and rate rebate grant. 
(*) Local health services. 
O Rate fund expenditure which is not relevant for rate support grant, e.g. housing. 



The financing of relevant expenditure 
8. Table D shows that relevant expenditure in 
Great Britain hasrisen from £4,622 million in 
1971-72 to an estimated £12,492 million in 
1976-77—a very rapid rate of growth which reflects 
both the expansion of local authority spending in 
volume terms and the high rate of inflation. Over 
the same period rates have more than doubled from 
£2,135 million to £4,601 million. Aggregate 
exchequer grants, however, have more than trebled 
in the same period from £2,672 million to 
£8,272 million. The table below shows aggregate 
exchequer grants as a percentage of the approved 
level of relevant expenditure for the years covered 
by the table: 

England Scotland 
and 

Wales 

1971-72 571 66 
1972-73 58 66J 
1973-74 60 68 
1974-75 601C+ special provision 68 ̂  special provision 

- 651) = 71) 
1975-76 66J 75 
1976-77 65J 74 

9. For 1971-72 to 1975-76 the estimates of 
expenditure in Table D have been obtained from 
returns made by departments and the estimates of 

rates and of exchequer grants from published 
sources and estimates by DOE In principle, the 
differences between expenditure and income should 
reflect changes in local authority balances but the 
figures shown in the table appear to reflect also a 
small difference between relevant and rate fund 
expenditure and some discrepancies between the 
sources of the various estimates. 
10. In 1976-77 the amount of additional rate sup
port grant and supplementary grants payable in 
respect of pay and price increases is subject to a 
cash limit. The estimates of expenditure for the 
year are thefigures shown in Table A, revalued to 
1976-77 outturn prices using the assumptions about 
inflation underlying the cash limit, and assuming 
that the additional amount payable in respect of 
loan charges and specific grant—which are excluded 
from the cash limit—will conform to the estimates 
made when the cash limits were announced. The 
rates forecast is based on local authority rate calls 
for 1976-77 which represented an average rise of 
about 8 per cent in England and Wales and little 
change in Scotland (after allowing for the shorter 
financial year in 1975-76). The excess of income 
over expenditure of £388 million shown for England 
and Wales (and £65 million for Scotland) will of 
course be reduced if inflation proves to be higher 
than assumed for the purpose of setting the cash 
limit or if local authorities spend more than allowed 
for in the tables above (see paragraph 3 above). 



2. Local authorities' capital expenditure 
T A B L E E £ million at 1976 Survey prices 

1 9 7 1 - 7 2 1*72-73 1 9 7 3 - 7 4 1974-75 1975-76 1976 -77 1977-TO 1 9 7 8 - 7 9 1979-80 1980-81 

Eagtand and Wales 
KTTT SEXTTOR 
Agriculture, fisheries, food and 
forestry  . . . . 3 0 4-8 9-7 6-3 5-4 1 3 0-3 0-5 0-5 0-5 

Trade, industry and employment . 0-5 0-6 0-4 0-3 8-6 7-5 11 3 11-3 11-3 11-3 
Roads and transport . 407-9 450-4 458-7 400-8 361-2 393-5 351 5 309-1 296-7 296-7 

1,630 9 2,023-7 2,723-4 2,329 0 1,835-0 1.693-2 1,710-6 1,709-5 1,709-5 
Other environmental services 22-3 61-6 108-7 60-5 31 0 49-5 85-8 117-9 96-8 92-9 
Law, order and protective services 68-0 38-4 53-8 56-9 65-8 63-5 57-9 39 1 27-7 27-7 
Education and libraries, science 

531-2 611-3 565-2 427-4 321 7 306 0 230-1 178-7 178-1187-1 
Health and personal social services 74 0 96-2 125-2 1021 93-9 48-4 43-5 43-6 43-4 43-4 

Total key sector 2,758-1 2,894-2 3,345-4 3,777-7 3,216-6 2,704 7 2,473-7 2,419-2 2,364-6 2,360-1 

LOCALLY DETERMINED SECTOR 
Agriculture, fisheries, food and 

forestry  . . . . - 1  0 -13-7 -5-2 0-2 0-6 -2-1 -2-1 -0-7 -0-7 -0-7 
Trade, industry and employment . 0-8 0-9 0-8 0-8 1 1 5-1 1 3 1-3 1-3 1-5 
Roads and transport . 177-8 187-5 189-3 152-6 172-8 147-3 145-6 144-2 138-3155 1 
Housing 11 2 11-2 11-2 11-3 11-2 8-6 8-5 8-6 8-6 8-6 
Other environmental services 373-1 389-7 373-6 394-4 386-5 233-3 230-8 180-5 178-7 178-7 
Law, order and protective services 2 3 0 19-4 15-4 13-4 15-6 14-7 11-5 8-1 5-2 5 1 
Education and libraries, science 

145-4 159 0 171-8 137 1 101-9 97-6 94-7 81-4 75-6 75-5 
Health and personal social services 8-2 10-3 12-2 9 5 14-3 9-9 7-4 6-6 6-6 6-6 

Total locally determined 
sector  . . . . 740-5 764-3 769-1 719-3 686-3 539-9 499-4 431-4 419-5 413-6 

Total  . . . . 3,498-6 3,658-5 4,114-5 4,497-0 3,902-9 3,244-6 2,973-0 2,850-6 2.784-1 2,773-7 

Scotland 
Agriculture, fisheries, food and 

forestry  . . . . 1 0 0-7 0-0-99 0-8 0-8 1-7 1-6 1 6 1-6 1-6 
Trade, industry and employment . 0 5 0-3 0-1 0-1 1-5 2-0 2-1 2 1 2-0 2 0 
Roads and transport . 71-7 84-3 88-1 76-6 85-8 88-5 85-0 84-3 84-372-1

280-1 256-7 286-5 298-4 269-1 273-7 244-7 226-5 229-2 229-2 
121-3 122 6 121-5 108-5 127-6 110-4Other environmental services 111-4 108-5 100-1 100-1 

Law, order and protective services 12-2 13 8 13-2 10-6 13-8 10-7 9-t 7-6 7-2 7-2 
Education and libraries, science 

76 8 96 8 102-8 61-2 72-1 78-4 49-5 41-6 41-462 1 
Health and personal socialservices 5-4 8-4 12-1 7-4 7 1 7-9 6-9 6-4 6-1 6 1 

Total  . . . . 569 0 583-6 625-2 563-6 564-1 570-6 526-5 487-2 472-1 471-9 

G n a t Britain 
Total  . . . . 4,067-6 4,242-1 4,739-7 5,060 6 4,467-0 3,815-2 3,499-3 3,337-8 3,256-2 3,245-6 

II. Table E shows a decline in local authority expenses), the importance of which is being
capital expenditure in Great Britain from 1974-75 increasingly recognised, the fall in capital pro
to a level in 1980-81substantially lower than at the grammes is a necessary Accompaniment to the 
beginning of the previous decade. Because of the stability in current expenditure shown in Table A. 
consequences of capital projects for recurrent 12. In England and Wales total provision falls 
expenditure (on both loan charges and running from £4,497 million in 1974-75 to £2,774 million 



SECRET 

in 1980-81, a fall of 38 per cent. The only sub
stantial programme not showing a fall over this 
period is key sector expenditure on Other environ
mental services; this is due to the effect of the new 
provision for the Community Land Scheme in the 
later years. In Scotland total provision falls from 
£625 million in 1973-74 to £472 million in 1980-81. 
a drop of 24 per cent. 

Special Anahnns 2 

13. In England and Wales a distinction is made 
between key sector services such as housing and 
school building which are subject to specific depart
mental approval and the locally determined sector 
within which local authorities are free to set their 
own priorities. For the latter sector, the programme 
shares in future years are based on departmental 
estimates and can be no more than a guide. 



3. Additional Bids for Local Authority Expenditure 
T A B L E F 

Eagfautf and Waits 
Agriculture, fisheries, food and forestry: 

Current

Capital

Trade, industry and employment: 

Current

Capital

R o o d s a n d transport: 
Current

Capital

Hous ing: 
CurrentC)
Capital

Other environmental services: 

Current

Capital

L a w , order and protective services: 
Current
Capital

Educat ion and libraries, science and arts: 

Current

Capita l

Hea l th and personal social services: 
Current

Capital

Other public services: 
Current

Capital

Tota l : 
Current

Capital

1976 -77

 

 3 0

 

 - 0 - 2

 

 - 1 1 0

 1 8 - 6
 1 3 9 - 5

 

 1 5

 
2-i

 





—

 



 18-6

 135-3

 1977-78

 —

 3 - 3

 2-0
 

 2 1 - 5

 - 7 - 9

 4 7 - 7
 J 2 5 - 4

 

 3-5

 12-9
 3.9

 5 4 - 6

 

 7 -9

 

—

 

 146-6

 128-2

 1978-79 1979-80 1980-81 

— 

 1-J 1  6 1  5 

1-7 1 -3 1-3 

- - 0 1 

 2 0 - 8 2 0 - 7 22-5 

 - 5 - 6 15-7 6 1 

 9 4 - 8 101-6 116-5 
 2 8 - 2 4 - 4 - 6 - 5 

 3 0 0 30 0 3 0 - 0 

 7 0 5-5 5-5 

 1 9 - 4 2 3 - 4 3 3 - 2 
 3.7 4.7 4.7 

 7 0 - 5 7 0 - 6 6 8 - 8 

- - 0 - 2 

 1 6 - 2 2 5 - 0 5 1 - 4 

—  . . . 

 10 0  

- - - 

 2 6 3 - 4 2 7 2 - 6 3 2 3 - 7 

 3 4 - 8 3 1 - 9 ] I - 6 

(') Al though technically additional bids for expenditure by local authorities, these increases represent in practice a n accounting 
adjustment t o the forecasts o f C m n d . 6393 and in the later y e a n are more than onse t by consequential reductions in forecasts o f central 
government subsidies. 



T A B L  E F (continued) 

1976-77 1977-78 1978-79 1979-80 1980-81 

Scotland 

Agriculture,fisheries, food and forestry: 
Current .  .  .  .  .  .
Capital

 — 
-

Trade, industry and employment: 
Current .  .  .  .  .  . — 
Capital 0-1 0-1 

Roads and transport: 
Current — 
Capital -

Housing: 
Current -15-7 - 1 5  1 -12-0 -8-7 -0-7 
Capital -

Other environmental services: 
Current .  .  .  .  .  .
Capital

 
 3-5 

32-6 
7-0 

34-7 
8-1 

34-4 
9 4 

34-4 
9-4 

Law, order and protective services: 
Current
Capital

 


3-0 
2-2 

2-7 
3-7 

2-4 
5 1 

2-5 
5  0 

Education and libraries, science and arts: 
Current
Capital

 5-1 
 4-9 

24-3 
5-3 

27-8 
1 1 

29-5 29-2 

Health and personal social services: 
Current .  .  .  .  .  .
Capital

 — 


0-9 1-9 3  0 6 3 

Other public services: 
Current
Capital

 — 


0-2 0-3 0-3 0 3 

Total: 
Current
Capital

 -10-6 
 8-5 

45-9 
14-5 

55-4 
12-9 

60-9 
14-6 

7 2 0 
14-4 

Total (G.B.): 
Current
Capital

 8-0 
 143-8 

192-5 
142-7 

318-8 
47-7 

333-5 
46-5 

395-7 
2 6  0 

Additional bids for local authority expenditure 2. The bids do not in general result from proposals 
1- Table F brings together the additional bids for for new policies. Some of the bids are made in 
local authority expenditure contained in the indi- recognition (hat local authority expenditure on par
vidual programme sections of this Report. For ticular items is virtually certain in practice to be 
current expenditure these bids amount to £193 mil- above the Cmnd. 6393 provision, because the conse
lion in 1977-78 and rise to £396 million in 1980-81. quences of cutting back to keep within that pro
while for capital they fall from £144 million in vision are likely to be regarded as unacceptable 
1976-77 to £26 million in 1980-81. by local authorities, even if not to Ministers. In 



this category comes some expenditure on concession
ary fare schemes, refuse collection and recreation 
under Other environmental services, the increased 
cost of salary drift in the education services, and 
expenditure on personal social services to maintain 
existing standards of services for the elderly and 
children in care. These three items alone amount 
to over £50 million in 1978-79. If these bids are to 
be accepted then compensating savings will have to 
be found from among the options discussed in the 
individual programme sections of this Report if 
aggregate expenditure is to be kept to the Cmnd. 
6393 level. 

3. Other bids cover expenditure, required to main
tain existing standards or policies, which could be 
prevented if Ministers were to accept policy changes 
and issue specific guidance to local authorities, un
palatable though such action would be. In this 

category are police salaries to cover improved 
recruitment, additional expenditure related to the 
decision to defer the increased charge for school 
meals, and expenditure on housing. The main 
elements of the relatively large housingfigures in 
Table F are capital expenditure on new dwellings 
(not at present controlled); and increased current 
expenditure (which was not fully taken into account 
in thefigures in Cmnd. 6393) on rate fund contri
bulioas to housing revenue accounts, and rent 
rebates and allowances consistent with a rent policy 
of 10 per cent real growth annually. The negative 
figures for Scotland reflect reductions in subsidies. 
Much of the additional bids total falls into this 
category. If these bids are to be accepted, and this 
has to be considered in the light of Annex C to 
Part 1 of this Report, then again compensating 
savings will have to be found elsewhere if expendi
ture in total is to be kept to the Cmnd. 6393 level. 
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4. Local authorities' manpower 
T A B L E G Full time equivalents at 1 April '000 

1974 1975 1976 1977 1978 1979 1980 1981 

England and Wales 

Agriculture,fisheries, food and forestry 2 2 2 2 2 2 2 2 
Trade, industry and employment 7 7 7 8 8 8 8 8 

97 99 99 96 92 93 93 93 
100 102 104 106 108 110 112 114 
417 430 434 423 409 410 411 411 

Law, order and protective services . 216 226 236 237 239 241 243 245 
Education, libraries, science and arts 932 950 977 995 1,000 1,004 996 983 
Health and personal social services 172 186 195 198 202 206 209 209 
Other public services . . . . . 7 7 6 3 2 2 2 2 

Total 1,950 2,009 2,060 2,068 2,062 2,076 2,076 2,067 

Scotland 

Agriculture,fisheries, food and forestry 
Trade, industry and employment 1 1 1 1 1 1 1 1 
Roads and transport 24 24 24 25 25 25 25 25 
Housing 13 13 13 13 13 13 13 13 
Other environmental services . 31 33 34 33 33 33 33 33 
Law, order and protective services 22 23 24 24 24 24 24 24 
Education, libraries, science and arts 122 129 128 128 127 126 124 124 
Health and personal social services 19 22 24 25 25 26 26 26 
Other public services 4 4 4 5 5 5 5 5 

Total . 236 249 252 254 253 253 251 251 

Total Great Britain 2,186 2,258 2,312 2,322 2,315 2,329 2,327 2,318 

Local authorities' manpower account of additional bids for expenditure or reduc
1. The manpowerfigures in Table G are in full- tions which might be achieved by the adoption of 
time equivalent terms, and take account of part- lower expenditure options. Thefigures show local 
time employees who make up about one third of authority employmentreverting in 1981 to the 1976 
total local authority employment in Great Britain of level with higher totals for the intervening years. 
3 million. The figures shown include employees in Small planned increases over the period in police 
local authorities' revenue producing undertakings, and personal social services are offset by 1981 by 
e.g. housing and passenger transport, as well as reductions in other services. The decline in educa
those in rate fund services. The estimates for indi- tion manpower after 1979 reflects demographic 
vidual services are based on departmental returns trends. 
except those for roads and transport and housing 
in England and Wales where estimates have been 3. Local authority staffing in England and Wales made by the Treasury. has been monitored since the middle of 1975 by 
2. Thefigures relate to the base linefigures in the the Government and the local authority associations 
Survey Report, and therefore do not take any through the Joint Manpower Watch Group reporting 



to the Consultative Council on Local Government 
Finance. A watch on staff numbers in Scotland 
similar to the Joint Manpower Watch in England 
and Wales has recently been instituted in consulta
tioa with the Convention of Scottish Local 
Authorities. The December 1975 Joint Manpower 
Watch return for England and Wales gave a full
time equivalent total of 2,086,000 employees, which 

is reasonably in line with the 1 April 1976figure of 
2,060,000 shown in Table G for England and Wales. 
4. Department of Environment Circular 129/75 
setting out the implications for local authorities of 
the rate support grant settlement for 1976-77, stated 
that the " overall standstill on current expenditure 
allows virtually no scope in national terms for any 
further growth in total employment". 



5. Expenditure within the responsibilities of the Secretary of State for Scotland 
and the Secretary of State for Wales 

SCOTLAND 

Expenditure within the Secretary of State's responsibility 

£ million ai 1976 Survey prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1 9 7 7 - 7 8 1978-79 1979-80 1980-81 

Agriculture, fisheries, food and fores
try 132 5 112 7 102 1 125 4 85 4 96-8 94 1 85 4 83 0 81-4 

Trade, industry and employment 11 2 12 5 14 9 13 4 27 6 116-5 85 2 86 1 89 2 85-5 
Nationalised industries' capital ex
penditure 176 5 179 5 146 1 148 1 152 1 181-0 208 6 231 9 244 6 244-6 

Roads and transport 19] 7 204 6 209 8 206 9 217 7 246-4 255 5 243 0 248 7 248-7 
Housing .  .  .  .  . 488 4 480 1 560 2 595 2 603 1 638-3 617 3 601 4 637 3 637-3 
Other environmental services . 245 2 253 5 255 6 251 8 274 7 271-2 265 1 260 3 252 4 252-4 
Law, order and protective services . 126 0 131 2 139 4 141 8 152 2 154-4 151 2 150 9 152 0 152-0 
Education and libraries, science and 
arts 595 5 645 8 684 5 670 1 705 7 717-5 686 3 666 8 649 9 646-1 

Health and personal social services . 576 6 615 7 638 3 692 8 726 8 739-7 750 3 761 4 772 3 773-1 
Other public services 25 8 23 9 23 7 24 0 25 9 26 0 26 4 26 8 27 6 27-6 
C o m m o n services .  .  .  . 0 2 0 3 0 4 0 4 0-5 0 5 0 5 0 5 0-5 -

Total 2,569-6 2,659-8 2,774-6 2,869 9 2,971-6 3,188-3 3,140-5 3,114-5 3,157-5 3,149-2 

WALES 

Expenditure within the Secretary of Stated responsibility 

£ million at 1976 Survey prices 

1971-72 1972-73 1 9 7 3 - 7 4 1974-75 1975-76 1976-77 1 9 7 7 - 7 8 1978 7 9 1 9 7 9 - 8 0 1980-81 

Agriculture,fisheries, food and fores
try 0-2 0 1 0 2 0-3 0-2 0-2 0-2 0-2 0 2 0-2 

Trade, industry and employment 1-5 2-5 4-9 1 8 17-3 26-3 32 6 36-2 38-6 38 7 
Nationalised industries' capital ex
penditure 0 1 0 1 0-2 0 1 0 1 0 1 0 1 0 1 0 1 -Roads and transport 113-5 123-4 118 3 112-6 129-7 139 3 132-6 134-8 1361 1361 

Housing 112-9 101-4 132-8 225-9 2131 222-7 156-1 149-5 152-5 152-5 
Other environmental services . 122-3 138-7 158-8 135-5 1310 121-7 124-9 1280 128-8 128-7 
Education and libraries, science and 
arts 223-0 238-5 247-5 247 0 254-8 259 1 253-6 250-1 246-4 243-9 

Health and personal social services . 279-9 292-2 305-4 316-1 328-9 330 1 335-7 340 9 346 3 346-9 
Other public services 2-9 3 0 3-1 4-4 4-5 4-6 4-7 4-8 4 6 4-4 

Total 856-2 899-9 971 1 1,043-8 1,079 6 1,104 11,040-5 1,044-6 1,053-6 1,051-5 
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6. The construction industry 

Construction and the associated building material 
industries have a weight of over 17 per cent in the 
index of industrial production. Within construction 
itself public sector clients account for some 45 per 
cent of building and 85-90 per cent of civil 
engineering output. 
2. The surge of demand in the early 1970's which 
was accompanied by steeprises in tender prices for 
some types of building work, has been followed by 
an exceptionally sharp and prolonged fall in demand. 
Output in 1974 was 8 per cent lower than its 1973 
peak level, the greatest fall of the post-war period. 
In 1975 output fell by a further 5j per cent. The 
rates of increase in the building tender prices slowed 
down at the beginning of 1974, and during that year 
and 1975 they averaged 2 per cent per quarter for 
local authority housing and less for other building. 
With material and labour costs increasing at 
quarterly rates of 4 and 5 per cent respectively, con
tractors' margins were under increasing pressure. 

Recent conditions 
3. Public Works orders in 1975 were 5 per cent 
above 1974 but 17 per cent below 1973, the year 
when orders were already beginning to decline (down 
15 per cent) from the high 1971 and 1972 levels. 
Private industrial and private commercial orders fell 
away sharply in 1974 and in 1975; by the fourth 
quarter of 1975 orders from these sectors were 
respectively only 35 per cent and 48 per cent of the 
average quarterly levels in the peak year of 1973, and 
there was little sign of a revival of orders at the 
beginning of 1976. Public housing orders recovered 
during 1974 and also during 1975. Private housing 
orders were down to half their 1973 levels in 1974, 
but they have been recovering since early 1975. 
4. This lower level of new orders in construction 
has had its effect on the level of work outstanding 
and consequently output. In the second half of 1975, 
output was 15 per cent below the 1973 peak, and 
work outstanding was about one third lower than in 
mid-1973. Public housing was the only sector to 

a low level; for example a recent survey of brick 
producers indicated that brick production at the end 
of 1975 was still only at 70 per cent of capacity. 
Stocks of bricks have fallen in 1975 from the 
unusually high levels of 1974. 
5. Total employment in construction (including 
estimates for labour only subcontractors) peaked at 
1,934,000 in Q. 1973. Unemployment grew steadily 
during 1974. The rate of increase of registered 
unemployment of adult male construction workers 
slowed from 10,000 per month from March to July 
1975 to 1,000 per month between December 1975 
and April 1976. Thefigure for that month of 
197,000 represents 12̂  per cent of the total work 
force in construction (including the unemployed); 
it is the highest unemployment rate for any major 
industry and compares with a rate of 5j per cent for 
all industries. Since the October 1973 peak of 
employment there has been a fall of about 110,000 
employees in employment and an estimated decrease 
of 120,000 self employed operators in construction 
alone, apart from any fall in employment in Building 
Materials. 
6. Tender prices had increased in 1972 and 1973 at 
average annual rates of about 30 per cent for both 
PSA building contracts and for local authority 
housebuilding, but in 1974 both indices rose by 
annual rates of about 15 per cent, the former index 
levelling off, the latter rising more slowly. When 
these indices are adjusted for project VOP payments 
therise in 1974 was less than 10 per cent. Although 
LA housebuilding prices (VOP adjusted) have again 
risen by almost 10 per cent in 1975, provisional 
fourth quarter estimates for other building sectors 
(PSA and the Building Cost Information Serviced 
Index) show tender prices to be almost the same as a 
year earlier. By contrast in thefirst quarter of 1976 
material prices and earnings were both 17 per cent 
higher than a year previously so that the implied 
margin of tender prices over building costs feii to a 
level more consistent with the long term average 
mark up. The only available price index for civil 

show an increase in new work output io 1975 (9\ per engineering contracts is for roads which rose much 
cent above 1974). Output of the main building less steeply than the two building indices in 1972 
material industries (bricks, cement, etc) fell by 13 per and 1973; the roads index increased sharply in 1974, 
Cent in 1974 from the peak year 1973, and by a but slowed in 1975 showing provisionally 223 in Q3 

further 8 per cent in 1975. Production continues at 1975. 



Prospects for the construction industry 
(a) Output 
7. The following tables show the latest forecasts 
of output in the construction industry, 1976-77— 
1980-81 by sector (building and civil engineering) 
and types of purchases. For sectors other than 
housing, the public sector forecasts are based on 
figures in the Programme Tables shown in this 
report, and the private sector forecasts are related to 
two interpretations of the latest Medium Term 
Assessment (MTA). The interpretation giving the 
higher rates of growth (see Table 1) assumes little 
change in the proportion of investment going to 
new buildings and works, while the lower path 
results from buildings and work receiving a smaller 
share of investment. The chart shows quarterly 
movements for both paths of output over the period 
from 1970-1980 for building, civil engineering and 
total output. 
8. Given the planned 1976-77 expenditure pro
gramme the volume of new orders from the public 
works sector is expected to stabilise in 1976 at about 
their present level, and 1975-76 output is expected 
to show no change on 1974-75. Thereafter orders 
and correspondingly output will fall steadily with 
output at a level in 1980-81 some 25 per cent below 
1971-72, a peak output year for this sector. It is 
possible that local authorities' desire to avoid 
renewed sharp increases in rates could involve 
building expenditure programmes being pruned to 
below the amounts implied by the survey. 
9. Housing output is expected to increase by 
8J per cent in 1976-77, but to show marginal 
decreases in 1977-78 and 1978-79. Thereafter 
despite a falling trend for public housing, total 
housing output is forecast to gentlyrise. Total 
housing repairs and maintenance including housing 
improvements is forecast to maintain a steady growth 
throughout the period. 
10. With the very steep recovery for investment in 
the private manufacturing and distribution sectors 
forecast by the MTA, the new buildings and works 
element is not expected initially to maintain its past 
share of the total, mainly because the quantity of 
empty office and factory space may dampen demand 
for new building. But in order to sustain the 
"ivestment recovery, both private industrial building 
^d private commercial building output would need 
to grow from the very low levels forecast for 1976 
at rates never continuously experienced in the past. 

For the combined building sector, average rates of 
over 10 per cent a year must occur for the three year 
period, 1977-78-1979-80 (see Table 1), and the 
value of new orders begin to increase sharply during 
1976. 
11. Using the somewhat lower interpretation of 
the MTA assumptions, assuming a further drop in 
the share of investment for buildings and works, the 
growth in 1977-78 and 1978-79 of private non
housing building would be expected to be at about 
the past maximum rates over a 24 month period 
(9 per cent a year) (see Table 2). The rate of growth 
is forecast to slow significantly in 1979-80, and by 
the end of the period building output in this sector is 
some 6-8 per cent lower than on the higher 
assumptions. 
12. The movement in civil engineering output from 
North Sea platforms depends upon the timing of 
orders for these concrete and steel structures, and 
also the extent to which technological change 
obviates their need. Recent indications are that 
there will be not more than one order in 1976, but 
1977 should see an increase in orders leading to 
output in 1978-79 returning to the 1974-75 levels. 
13. By the end of the decade total output in the 
private non-housing sectors on the higher MTA 
interpretation is forecast to be running at about 
1973-74 levels and some 1& pet cent above 1975-76. 
With the assumption of lower growth rates, output 
for this sector is expected to be 7 per cent below 
the peak in 1973-74. 10 per cent above 1975-76. 
14. Non-housing repairs and maintenance is 
expected to increase from 1976-77 onwards by 2 per 
cent a year reflecting a stronger govenment policy 
in some sectors towards rehabilitation and the 
general recovery in the private sector. 
15. The ouUook for total construction output is tor 
a steady but slow recovery over the period from 
1976-77 but with the emphasis for growth coming 
from the private sector. The average growth for the 
nextfive years on the higher path would be I -3 per 
cent a year, somewhat below past trend rates and 
from a relatively low base. On the lower forecast 
the annual growth is I - 0 per cent Within both total 
profiles building and civil engineering movements 
differ. Building output is expected to recover from 
its 1975-76 low and grow steadily throughout the 
period giving 1980-81 either 10 per cent or 8 per cent 
above 1975-76. Civil engineering output is expected 
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to fall each year from 1975-76 and by 1980-81 
to be 6 per cent below that year in total. The over
all index for the higher forecast of total construction 
output in 1979-80 is 99-6 (1970 ̂  100) which would 
be 6\ per cent above 1975-76 but still 6 per cent 
below 1972-73. In 1980-81 the index remains 
steady at 99-6. For the lower forecast the index 
values in 1979-80 and 1980-81 are 97 9 and 98-3 
respectively. 

(o) Capacity and possible constraints on future 
expansion 
16. There are unlikely to be major capacity 
constraints or supply problems during the period 
under review jf output in the construction industry 
follows either of the forecast paths. There is still 
considerable spare capacity in the bricks and cement 
industries since closures in the last two years have 
mostly been of very small units. None the less during 
the current slack in this industry capacity has been 
reduced at least in the short-run and supply problems 
could arise if proposals were made to increase 
considerably public sector demand on the construc
tion industry over a short period. The uncertainties 
facing the industry could exacerbate the reduced 

numbers of skilled manpower, through losses to other 
industries and a lack of a sufficient supply of appren
tices, especially if general industrial activity recovers 
earlier than construction. The industry have argued 
that there is likely to be a shortage of land for privat
housing towards the end of the decade. 

Snmmary of prospects 
17. It seems as if the trough of the construction 
industry recession may now have been reached, with 
output 15 per cent below the peak level in 1973. A 
quarter of a million jobs have been lost since 1973 in 
the construction and associated building materials 
industries, and with only a very slow rate of recovery 
in output in 1976, associated with a similarly slow 
recovery in output per man from present low levels, 
a further 25,000 jobs are likely to be lost during 
1976-77. This would result in an unemployment 
total in construction alone of about 210,000. Even 
under the more optimistic assumption output is 
projected to continue to increase only slowly, 
reaching in 1979-80 a level 6̂  per cent above 
1975-76 but still 6 per cent below 1972-73, and just 
below the level of the late Sixties. 



Construction Output and Forecasts with Percentage Changes 

TABLE 1. HIGHER PATH 

G R E A T BRITAIN £ million at constant 1970 prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

New work 
Public housing .  .  .  . 636 579 592 617 693 737 703 667 657 650 

(-9-0) (4-2-2) (4-4-2) (4-12-3) (4-6-3) (-4-6) (-5-1) (-1-5) (-1-1) 

Private housing .  .  .  . 904 992 989 701 688 744 770 790 805 825 
(4-9-7) (-0-3) (-29-1) (-1-9) (+8-1) (4-3-5) (4-2-6) (4-1-9) (4-2-5) 

Total housing . 1,539 1,571 1,581 1,318 1,381 1,481 1,473 1,457 1,462 1,475 
(4-7-2) (-0-5) (-1-1) (4-0-3) (+0-9) (4-2-1) (4-0-6) (-16-6) (4-4-8) 

Public works: 
Building 633 648 604 509 523 498 464 418 428 404 
Civil engineering 735 710 682 629 641 665 650 625 618 617 

Total 1,368 1,358 1,286 1,138 1,164 1,163 1,114 1,043 1,046 1,021 
(-0-7) (-5-3) (-11-5) (4-2-3) (-0-1) (-4-2) (-6-4) (4-0-3) (-2-4) 

Private industrial: 
Building 590 566 542 547 454 431 497 554 621 622 
Civil engineering-

North Sea platforms - 7 36 34 56 18 25 35 14 11 
Other . . . . 48 40 42 49 56 63 64 66 61 52 

Total 638 613 620 630 566 512 586 655 696 685 
(-3-9) (4-1-1) (4-1-6) (-10-2) (-9-5) (4-14-5) (4-11-8) (4-6-3) (-1-6) 

Private commercial  . . . 665 663 722 661 561 513 566 615 654 655 
(-8-6) (4-10-3) (4-8-7) (4-6-3) (4-0-2) (-0-3) (4-8-9) (-8-4) (-15 1) 

Total new work 4,211 4,205 4,209 3,747 3,672 3,669 3,739 3,770 3,858 3,836 
(-0-1) (-i-o-l) (-11-0) (-2-0) (-0-1) (4-1-9) (4-0-8) (4-2-3) (-0-6) 

Repair and maintenance 
Housing: 
Public sector improvement . . 103 178 225 230 202 218 200 200 200 200 
Private sector improvement. 97 138 152 143 71 77 88 90 97 100 
Public other 203 158 177 192 180 196 202 206 211 217 
Private other .  .  .  . 321 341 291 248 283 300 311 316 314 316 

Total .  .  .  .  . 724 815 845 813 736 791 801 812 822 833 
(4-12-6) (4-3-7) (-3-8) (-9-5) (4-7-5) (4-1-3) (4-1-4) (4-1-2) (4-1-3) 

Public non-housing: 
Building .  .  .  .  . 333 347 327 307 313 323 331 337 341 346 
Civil engineering 272 280 264 250 258 249 250 251 257 260 

Total .  .  .  .  . 605 627 591 557 571 572 581 588 598 606 
(4-3-6) (-5-7) (-5-8) (4-2-5) (4-0-2) (4-1-6) (4-1-2) (4-1-7) (4-1-3) 



TABLE 1. HIGHER PATH—continued 

G R E A  T BRITAIN £ million al constant 1970 prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Repair and maintenance—(continued) 
Private non-housing: 
Building
Civil engineering  . . .

 239
 21

 241
 20

 225
 20

 246
 25

 212 
 22 

226
24
 237
 26

 243
 28

 248
 28

 251 
31 

Total 260 261 245 271 234 
(+0-4) (-6-1) C+10-6) (-13-7) 

250 263 271 276 282 
(4-6-8) (4-5-2) (-1-3-0) (4-1-8) (4-2-2) 

Total repair and maintenance . 1,589 1,703 1,681 1,641 1,541 
(4-7-2) (-1-3) (-2-4) (-6-1) 

1,613 1,645 1,671 1,696 1,721 
(4-4-7) (4-2-0) (4-1-6) (4-1-5) (4-1-5) 

Total output .  .  .  .
1^ 6 x 1970 = 100 .

Of which 
Building .  .  .  .

1 ^  x 1970 = 100 .

 5,800
 104 0

 4,724
 106-2

 5,908 5,889 5,387 5,213 
 105-9 105-6 96 6 93-5 
(+1-9) (-0-3) (-8-5) (-3-2) 

 4,851 4,846 4,401 4,180 
 109 1 109 0 99 0 94-0 
(4-2-7) (-0 1) (-9-2) (-5-0) 

5,282 5,384 5,441 5,554 5,557 
94-7 96-5 97-6 99-6 99-6 
(4-1-3) (4-1-9) (4-1-1) (4-2-1) (4-0-1) 

4,263 4,369 4,436 4,576 4,586 
95-9 98-2 99-8 102-9 103 1 

(4-2-0) (4-2-5) (4-1-5) (4-3-2) (4-0-2) 

Civil engineering
^ 6  x 1970 = 100 .

 1,076
 95-2

 1,057 1,044 987 1,033 
 93-5 92-4 87-3 91-4 
(-1-8) (-1-2) (-5-5) (4-4-7) 

1,019 1,015 1,005 978 971 
90-2 89-8 88-9 86-5 85-9 

(-1-4) (-0-4) (-10) (-2-7) (-0-7) 

Public sector . 2,915 2,900 2,871 2,739 2,810 
(-0-5) (-10) (-4-6) (4-2-6) 

2,886 2,800 2,704 2,712 2,694 
(4-2-7) (-3-0) (-3-4) (4-0-3) (-0-7) 

Private sector . . . 2,885 3,008 3,019 2,649 2,403 
(4-4-3) (4-0-4) (-12-3) (-9-3) 

2,396 2,584 2,737 2,842 2,863 
(-0-3) (4-7-8) (4-5-9) (4-3-8) (+0-7) 



Construction Output and Forecasts with Percentage Changes 

TABLE 2. LOWER PATH 

G R E A T BRITAIN £ million at constant 1970 prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

New work 
Public housing .  .  .  . 636 579 592 617 693 737 703 667 657 650 

(-9-0) (4-2-2) (4-4-2) (+12-3) (4-6-3) (-4-6) (-5-1) (-1-5) (-1-1) 

Private housing .  .  .  . 904 992 989 701 688 744 770 790 805 825 
(4-9-7) (-0-3)(-29-l) (-1-9) (4-8-1) (4-3-5) (4-2-6) (4-1-9) (4-2-3) 

Total housing . . 1,539 1,571 1,581 1,318 1,381 1,481 1,473 1,457 1,462 1,475 
(4-2-1) (4-0-6M-16-6) (4-4-8) (4-7-2) (-0-5) (4-1-1) (4-0-3) (4-0-9) 

Public works: 
Building 633 648 604 509 523 498 464 418 428 404 
Civil engineering  . . . 735 710 682 629 641 665 650 625 618 617 

Total 1,368 1,358 1,286 1,138 1,164 1,163 1,114 1,043 1,046 1,021 
(-0-7) (-5-3K-11-5) (4-2-3) (-0-1) (-4-2) (-6-4) (4-0-3) (-2-4) 

Private industrial: 
Building 590 566 542 547 454 430 478 527 572 594 
Civil engineering 

North Sea platforms - 7 36 34 56 18 25 35 14 11 
Other 48 40 42 49 56 63 64 66 61 52 

Total 638 613 620 630 566 511 567 628 647 657 
(-3-9) (4-1-D (4-1-6)0-10-2) (-9-7) (4-11-0) (4-10-8) (4-3-0) (4-1-5) 

Private commercial  . . . 665 663 722 661 561 512 546 588 610 606 
(-0-3) (+S-9) (-8-4)0-15-1) (-8-7) (4-6-6) (4-7-7) 4-(3-7) (-0-7) 

Total new work . 4,211 4,205 4,209 3,747 3,672 3,667 3,700 3,716 3,765 3,759 
(-0-1) (+0 l)(-110) (-20) (-0-1) (4-0-9) (+0-4) (4-1-3) (-0-2) 

Repair and maintenance 
Housing: 
Public sector improvement 103 178 225 230 202 218 200 200 200 200 
Private sector improvement . 97 138 152 143 71 77 88 90 97 100 
Public other .  .  .  . 203 158 177 192 180 196 202 206 211 217 
Private other .  .  .  . 321 341 291 248 283 300 311 316 314 316 

Total 724 815 845 813 736 791 301 812 822 833 
(4-12-6) (4-3-7) (-3-8) (-9-5) (4-7-5) (4-1-3) (4-1-4) (4-1-2) (4-1-3) 

Public non-housing: 
Building 333 347 327 307 313 323 331 337 341 346 
Civil engineering  . . . 272 280 264 250 258 249 250 251 257 260 

Total 605 627 591 557 571 572 581 588 598 606 
(4.3.6) (-5-7) (-5-8) (4-2-5) (4-0-2) (4-1-6) (4-1-2) (4-1-7) (+1-3) 



TABLE 2. LOWER PATH—continued 

G R E A  T BRITAIN £ million at constant 1970 prices 

1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

Repair and maintenance—(continued) 
Private non-housing: 
Building
Civil engineering  . . .

 239
 21

 24r
 20

 225
 20

 246
 25

 212 
 22 

226
24
 237
 26

 243
 28

 248
 28

 251 
 31 

Total 260 261 245 271 234 
(4-0-4) (-6-1) (-1-10-6) (-13-7) 

250 263 271 276 282 
(4-6-8) (4-5-2) (4-3-0) (4-1-8) (4-2-2) 

Total repair and maintenance . 1,589 1,703 1,681 1,641 1,541 
(4-7-2) (-1-3) (-2-4) (-6-1) 

1,613 1,645 1,671 1,696
(4-4-7) (4-2-0) (4-1-6) (4-1-5)

 1,721 
(+1-5) 

Total output .  .  .  .
Index 1970 = 100

 5,800
 104 0

 5,908 5,889 5,387 5,213 
 105-9 105-6 96-6 93-5 
(-1-1-9) (-0-3) (-8-5) (-3-2) 

5,280 5,345 5,387 5,461 5,480 
94-7 95-8 96-6 97-9 98-3 

(4-13) (4-1-2) (4-0-8) (4-1-4) (+0-3) 

Of which 
Building .  .  .  .
Index 1970 = 100

 4,724
 106-2

 4,85( 4,846 4,401 4,180 
 109 1 109-0 99 0 94 0 
(4-2-7) (-0-1) (-9-2) (-5-0) 

4,261 4,330 4,382 4,483 4,509 
95 8 97-4 98-5 100-8 101-4 

(4-1-9) (4-1-6) (4-1-2) (4-2-3 (4-0-6) 

Civil engineering .
Index 1970 = 100

 1,076
 95-2

 1,057 1,044 987 1,033 
 93-5 92-4 87-3 91-4 
(-1-8) (-1-2) (-5-5) (4-4-7) 

1,019 1,015 1,005
90-2 89-8 88-9

(-1-4) (-0-4) (-1-0)

 978 971 
 86-5 85-9 
 (-2-7) (-0-7) 

Public sector 2,915 2,900 2,871 2,739 2,810 
(-0-5) (-10) (-4-6) (4-2-6) 

2,886 2,800 2,704 2,712 2,694 
(4-2-7) (-30) (-3-4) (4-0-3) (-0-7) 

Private sector 2,885 3,008 3,019 2,649 2,403 
(4-4-3) (4-0-4) (-12-3) (-9-3) 

2,394 2,545 2,683 2,749 2,786 
(-0-4) (4-6-3) (4-5-4) (4-2-5) (4-1-3) 
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CP(76) 41 COPY NO 
81 5 July 1976 

CABINET 

CUTTING THE COST OF THE CIVIL SERVICE: 
ABOLITION OF VEHICLE EXCISE DUTY 

Memorandum by the Secretary of State for the Environment 
and the Lord Privy Seal 

1. The paper CP(76) 39 sets out very clearly the difficulties we 
face in securing the saving of £140 million in staff costs in 1978-79 to 
which we are pledged. The agreed options total only £95 million. 
Abolition of Vehicle Excise Duty (VED) offers a public expenditure 
saving of £34 million, and would leave us only £11 million more to find. 

2. Without VED we must resort either to much of Annex X of 
CP(76) 39 or to an arbitrary cut across the board. The implications of 
doing either are so serious that we regard it as essential that before 
reaching decisions on the manpower exercise the Cabinet re-examine the 
case for abolishing VED. 

CONSEQUENCES OF ABOLITION 

3. Abolition would reduce by 3, 000 the number of civil servants 
needed in 1978 to run the combined vehicle registration and duty 
collecting system. Annual vehicle registration would continue as a 
necessary support to road traffic law enforcement. By abolishing VED 
on petrol vehicles we would save £12 million a year in staff costs and 
there would be a further credit of £22 million in the public expenditure 
figures through retention of a £2 fee for the vehicle registration. 
Collection of VED falls squarely into the category of extravagant uses 
of manpower; it costs 5p per pound of revenue. 

4. The tax revenue of £625 million forgone by VED abolition would be 
equivalent to an increase of 15p a gallon in petrol duty which could 
presumably be collected without any additional cost. Furthermore such 
an increase in the price of petrol following the abolition of VED would, 
on recent Department of Energy estimates, save between £25 million and 
£35 million, a year on imported fuel and the effect on the Retail Price 
Index (RPI) should be neutral. 

1 



TRANSPORT POLICY 

5. The effects of abolishing VED are discussed in the Transport Policy 
Consultation document published in March, In transport policy terms an 
increase in petrol coats would raise the perceived costs of motoring and 
put in perspective the increases in the cost of public transport, brought 
about by the decision to reduce revenue support subsidies. It would mean 
that motorists paid for the actual use made of their cars, and paid more 
as they added to congestion costs. 

M O T O R INDUSTRY 

6. It is of course right to consider the possible implications of 
abolition on the pattern of demand for new cars. The Secretary of State 
for Industry fears that there would be particularly adverse effects on 
British Leyland'e profitable production of Jaguars and Rovers, and that 
there would be a move down to smaller capacity cars which, in the absence 
of adequate United Kingdom production, would pull in further imports. 
The view of the Central Policy Review Staff (CPRS) during the earlier 
discussions in the Ministerial Committee on Economic Strategy was that 
the tax change would cause a 1 per cent drop in the operating cost of the 
Mini segment of the market and a rise of 1 per cent for a new medium 
sized vehicle. They concluded that abolition would have no more than a 
marginal effect on the structure of new demand. 

7. A rise of 15p a gallon in the price of petrol is not of course 
unprecedented. In the 18 months from summer 1973, petrol rose from 
36p to 72p a gallon, an increase in real terms of 60 per cent. Between 
1973 and 1975 the imported share of the new car market rose from 
27 per cent to 34 per cent (compared with 14 per cent in 1970); and 
purchases of new cars under 1200 cc rose from 22 per cent to 29 per cent. 
It would be grossly misleading however to attribute these trends solely or 
even mainly to the increases in petrol price. As the CPRS have reported, 
the real cost of buying a car rose sharply after 1973 for the first time 
since the Korean War. Moreover, whilst at the beginning of 1973 British 
cars were invariably cheaper than their principal competitors by fairly 
wide margins - 20 per cent or more - this price advantage has subsequently 
declined or entirely disappeared. In our view it is the cost of buying a 
new car and not the cost of running it which mainly determines the choice 
of model. 

8. Our conclusion therefore is that the effects of abolition on demand 
would, at most, be marginal and minor and that fears for the United Kingdom 
motor industry are unjustified. But in any case an early announcement 
of the intention to abolish VED, say in 1978, would provide the motor 
industry with the necessary period of time to increase the range of small 
cars. Certainly in the context of the £140 milllon-exercise, the cost of retaining 
3, 000 eivil servants seems to represent an addition to the substantial support 
of the motor industry already provided by the British taxpayer which it is 
very difficult to defend. 

2 



DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT 

CP(76) 41 COPY NO 
81 5 July 1976 

CABINET 

CUTTING THE COST OF THE CIVIL SERVICE; 
ABOLITION OF VEHICLE EXCISE DUTY 

Memorandum by the Secretary of State for the Environment 
and the Lord Privy Seal 

1. The paper CP(76) 39 sets out very clearly the difficulties we 
face in securing the saving of £140 million in staff costs in 1978-79 to 
which we are pledged. The agreed options total only £95 million. 
Abolition of Vehicle Excise Duty (VED) offers a public expenditure 
saving of £34 million, and would leave us only £11 million more to find. 

2. Without VED we must resort either to much of Annex X of 
CP(76) 39 or to an arbitrary cut across the board. The implications of 
doing either are so serious that we regard it as essential that before 
reaching decisions on the manpower exercise the Cabinet re-examine the 
case for abolishing VED. 

CONSEQUENCES OF ABOLITION 

3. Abolition would reduce by 3, 000 the number of civil servants 
needed in 1978 to run the combined vehicle registration and duty 
collecting system. Annual vehicle registration would continue as a 
necessary support to road traffic law enforcement. By abolishing VED 
on petrol vehicles we would save £12 million a year in staff costs and 
there would be a further credit of £22 million in the public expenditure 
figures through retention of a £2 fee for the vehicle registration. 
Collection of VED falls squarely into the category of extravagant uses 
of manpower; it costs 5p per pound of revenue. 

4. The tax revenue of £625 million forgone by VED abolition would be 
equivalent to an increase of 15p a gallon in petrol duty which could 
presumably be collected without any additional cost. Furthermore such 
an increase in the price of petrol following the abolition of VED would, 
on recent Department of Energy estimates, save between £25 million and 
£35 million, a year on imported fuel and the effect on the Retail Price 
Index (RPI) should be neutral. 

1 



TRANSPORT POLICY 

5. The effects of abolishing VED are discussed in the Transport Policy 
Consultation document published in March. In transport policy terms an 
increase in petrol costs would raise the perceived costs of motoring and 
put in perspective the increases in the cost of public transport, brought 
about by the decision to reduce revenue support subsidies. It would mean 
that motorists paid for the actual use made of their cars, and paid more 
as they added to congestion costs. 

M O T O R INDUSTRY 

6. It is of course right to consider the possible implications of 
abolition on the pattern of demand for new cars. The Secretary of State 
for Industry fears that there would be particularly adverse effects on 
British Leyland'e profitable production of Jaguars and Rovers, and that 
there would be a move down to smaller capacity cars which, in the absence 
of adequate United Kingdom production, would pull in further imports. 
The view of the Central Policy Review Staff (CPRS) during the earlier 
discussions in the Ministerial Committee on Economic Strategy was that 
the tax change would cause a 1 per cent drop in the operating cost of the 
Mini segment of the market and a rise of 1 per cent for a new medium 
sized vehicle. They concluded that abolition would have no more than a 
marginal effect on the structure of new demand. 

7. A rise of 15p a gallon in the price of petrol is not of course 
unprecedented. In the 18 months from summer 1973, petrol rose from 
36p to 72p a gallon, an increase in real terms of 60 per cent. Between 
1973 and 1975 the imported share of the new car market rose from 
27 per cent to 34 per cent (compared with 14 per cent in 1970); and 
purchases of new cars under 1200 cc rose from 22 per cent to 29 per cent. 
It would be grossly misleading however to attribute these trends solely or 
even mainly to the increases in petrol price. As the CPRS have reported, 
the real cost of buying a car rose sharply after 1973 for the first time 
since the Korean War. Moreover, whilst at the beginning of 1973 British 
cars were invariably cheaper than their principal competitors by fairly 
wide margins - 20 per cent or more - this price advantage has subsequently 
declined or entirely disappeared. In our view it is the cost of buying a 
new car and not the cost of running it which mainly determines the choice 
of model. 

8. Our conclusion therefore is that the effects of abolition on demand 
would, at most, be marginal and minor and that fears for the United Kingdom 
motor industry are unjustified. But in any case an early announcement 
of the intention to abolish VED, say in 1978, would provide the motor 
industry with the necessary period of time to increase the range of small 
cars. Certainly in the context of the £140 milllon-exercise, the cost of retaining 
3, 000 eivil servants seems to represent an addition to the substantial support 
of the motor industry already provided by the British taxpayer which it is 
very difficult to defend. 

2 



PRESENTATIONAL ASPECTS OF ABOLITION 

9. a. VED is expensive to collect and unpopular with the law
abiding because it is so widely evaded (probably as high as 
5 per cent (£40 million a year)). 

b. The Driver Vehicle and Licensing Centre (and its local 
offices) has been particularly subject to charges of bureaucracy 
and attracted adverse publicity following criticisms by the Public 
Accounts Committee last Session. Thus a staff saving in this 
sector would be recognised by the public as genuine. 

c. Recent disclosures In the Press mean that it is now widely 
accepted that the abolition of VED is the major option under 
consideration. The trade unions will judge our decisions on this 
option as the critical test of whether we intend to achieve the 
savings by actually cutting the work of Government. 

d. It should be possible to secure much of the saving without 
causing redundancy. A third of the 3, 000 are not yet recruited. 
If a decision is taken quickly to abolish VED it will be possible, 
by the use of short term contracts using temporary staff, to 
achieve a phased rundown of employment over the next 18 months. 
There is a high turnover of the junior staff involved - currently 
about 700 a year - which would be sufficient to dispose of the 
estimated surplus of non-mobile staff; redundant mobile staff 
would be dealt with as part of the redundancy arrangements for 
the whole of the Department of the Environment. 

JOB OPPORTUNITIES 

10. There will undoubtedly be some reduction of the job opportunities, 
mainly for young female labour, at the Driver Vehicle Licensing 
Department Headquarters in Swansea and this will be a matter of concern 
to the Secretary of State for Wales and the local communities. But the 
loss of jobs at Swansea itself should be not more than 1, 000. The 
remainder will be spread throughout the country in 80 local offices which 
should assist in redeploying redundant staff. 

COSTING THE OPTION 

U. In CP(76) 39 the contribution of the VED option is counted as only 
£12 million. This accords strictly with the Public Expenditure Survey 
Committee conventions. It can however be argued that the £22 million 
receipts from the vehicle registration fee should nevertheless count 
towards the £140 million. It is after all the existence of the rule that 
receipts in such cases are an offset to public expenditure that has made 
the achievement of the £140 million harder by putting established repayment 
services outside the exercise. We do not see why we should lose both on 
the swings and on the roundabouts. 
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CONCLUSION 

12. In our view, VED should be abolished from April 1978 and an 
announcement to this effect made at the earliest date possible in order 
to avoid unnecessary staff redundancies and to provide adequate notice 
to the motor industry. 

P S 
S 

Department of the Environment 

5 July 1976 
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C A B I N E T 

P U B L I C E X P E N D I T U R E 1977-78 - T H E E C O N O M I C BACKGROUND 

M e m o r a n d u m b y t h e C h a n c e l l o r of t h e E x c h e q u e r 

1. In o u r l a s t P u b l i c E x p e n d i t u r e Whi t e P a p e r ( C m n d 6393) w h i c h w e 
p u b l i s h e d i n F e b r u a r y 1976, w e s a i d ( p a r a g r a p h 31) 

" W h i l e t h e G o v e r n m e n t r e c o g n i s e t h e n e e d f o r s p e n d i n g a u t h o r i t i e s 
t o p l a n a h e a d on a s f i r m a b a s e a s p r a c t i c a b l e , t h e u n c e r t a i n t i e s i n 
t h e p r o s p e c t s f o r t h e e c o n o m y a n d f o r w o r l d t r a d e a n d p a y m e n t s 
r u l e ou t a f i r m c o m m i t m e n t t o e x p e n d i t u r e p l a n s . T h e 
G o v e r n m e n t w i l l t h e r e f o r e b e r e a d y t o mod i fy a n d a d a p t t h e s e p l a n s 
a s t h e g e n e r a l c o u r s e of t h e e c o n o m y and t h e m o s t i m p o r t a n t n e e d s 
of t h e c o m m u n i t y r e q u i r e " , 

T H E P R O S P E C T S A H E A D 

2 . T h e p r o s p e c t s h a d a l r e a d y c h a n g e d w h e n on 5 M a r c h I c i r c u l a t e d 
m y M e m o r a n d u m o n t h e E c o n o m i c B a c k g r o u n d t o t h e P u b l i c E x p e n d i t u r e 
S u r v e y 1976 (C(76) 2 5 ) . A t t h a t t i m e t h e T r e a s u r y e c o n o m i s t s e s t i m a t e d 
t h a t " t he w o r l d r e c e s s i o n h a s b e e n d e e p e r a n d m o r e p r o l o n g e d a n d t h e 
u p t u r n s o f a r m o r e s l u g g i s h t h a n w e h a d r e c k o n e d o n " . M o r e o v e r , t h e y 
a s s u m e d on ly 2 p e r c e n t g r o w t h i n 1976. I w a s c r i t i c i s e d a t t h e t i m e f o r 
b a s i n g t h e h o p e d of B r i t i s h r e c o v e r y t o o m u c h o n t h e p a c e of r e c o v e r y i n 
t h e r e s t of t h e w o r l d . 

3 . A t t h e b e g i n n i n g of J u l y t h e p i c t u r e h a s c h a n g e d a g a i n . In f a c t , t h e 
p a c e of w o r l d r e c o v e r y h a s t u r n e d ou t t o b e f a s t e r , n o t s l o w e r , t h a n w e 
e x p e c t e d w h e n w e d r e w u p t h e l a s t W h t t e P a p e r . And t h e b i g i m p r o v e m e n t 
i n o u r c o m p e t i t i v i t y i m p l i e d b y t h e 12 p e r c e n t d e p r e c i a t i o n c o m b i n e d wi th 
t h e 4£ p e r c e n t p a y l i m i t h a s s u b s t a n t i a l l y i n c r e a s e d o u r c h a n c e of b u i l d i n g 
o u r r e c o v e r y o n e x p o r t s a n d i m p o r t s u b s t i t u t i o n . M o r e o v e r , o u r G r o s s 
D o m e s t i c P r o d u c t (GDP) h a s r i s e n s o f a r t h i s y e a r a t 1 p e r c e n t a q u a r t e r , 
a n d i t wou ld b e r e a s o n a b l e t o a s s u m e 4 p e r c e n t g r o w t h f o r 1976 a s a w h o l e . 
On t h e o t h e r h a n d , c o m m o d i t y p r i c e s h a v e r i s e n i n r e c e n t m o n t h s m o r e 
s h a r p l y t h a n w e e x p e c t e d a n d , if t h e t r a d i t i o n a l J - c u r v e a p p l i e s , o u r 
c u r r e n t a c c o u n t d e f i c i t o n t h e b a l a n c e of p a y m e n t s m a y d e t e r i o r a t e 
s i g n i f i c a n t l y l a t e r t h i s y e a r . 



4, The main implications of these changes in D U X economic prospects 
are as follows:

a. The demands made on our manufacturing industry for 
exports and import substitution are likely to require an 
exceptionally rapid growth of output In 1977 which, if it is to be 
sustained, may need a parallel increase in productive capacity 
through acceleration of investment unless growth is to be 
frustrated by supply bottlenecks and overheating. 

b. The great improvement we have achieved in Industrial 
relations over the last 18 months should mean that the flow of 
industrial supplies is likely to be much less subject to interruption 
than It was in the last two periods of upturn. 

c. This is the problem to which the International Monetary 
Fund (IMF) in their recent consultations with us drew special 
attention: the need to ensure that scope its available in 1977 for the 
continued development of export-led growth and expansion of 
industrial output through investment. Their judgment was that the 
presently planned levels of net public sector demand on real 
resources would prove to be excessive in 1977, and, on the 
alternative monetary analysis, we would be driven into 
dangerously inflationary monetary financing, with damaging effects 
on both domestic prices and the external balance of payments. 

d. It is likely In any case that we shall face substantial deflefts 
on current account of the balance of payments during the next two 
years. Since our reserves are now low, we shall have to finance 
these deficits by borrowing abroad. Most of the foreign 
Governments which have the money to lend are likely to insist either 
that we draw the remaining IMF credit tranches; or that we accept 
the conditions which the IMF would undoubtedly insist on; namely, 
a specified reduction in our Public Sector Borrowing Requirement 
(PSBR) representing net public sector demand on the economy, with 
particular importance being attached to the financial year 1977-78, 
in order to make room for continued industrial recovery, 
particularly In exporting and Import-substituting industries, without 
running into severe inflation. 

FINANCING THE PSBR 

5. W e have rightly done our best to limit unemployment during the 
years of recession by accepting a large PSBR. So far we have been able to 
finance our PSBR without refuelling Inflation because Industry has not been 
borrowing and the private citizen has been saving a higher proportion of his 
earnings than ever before. Thus, In spite of an unprecedented PSBR we 
have kept the money supply under control. It rose only 8 per cent in 1975 



compared with 28 per cent in 1973. On the other hand, the accumulation 
of debt imposed by our borrowing requires very heavy payments of interest 
in the coming years; that in itself imposes a limit on our scope for public 
expenditure in other fields. 

6, Now that the economy is recovering we must aim steadily to reduce 
our PSBR. Business must be in a position to borrow more for investment, 
Btockbuilding and increased working capital as recovery proceeds; and 
private saving is likely to fall as inflation and unemployment fall. It will, 
therefore, be difficult to finance a large PSBR except by driving interest 
rates to levels at which industry cannot afford to borrow, thus choking off 
the investment on which sustained growth will depend and without which 
there Is no hope of reducing unemployment to acceptable7 levels. 

7. The only alternative would be to print money as the Conservative 
Government did In 1972 and 1973, with consequences for Inflation from 
which we are still suffering. Indeed, the present prospect Is that the growth 
of the money supply, which has been fairly stable over the past two years, 
will be accelerating later this year. In 1977, with unchanged policies, it 
may be growing at a rate faBter than the national income. H no action 
were taken to rein back the growth of money we would create an excess of 
liquidity which would add to our difficulties. Our efforts to bring down the 
rate of inflation and maintain the expansion of the economy would be at risk. 
Moreover the excessive growth of money supply could rapidly spill over into 
external capital flows and seriously increase our difficultiee in managing the 
sterling exchange rate. 

8. The conclusion therefore must be that, to maintain firm control over 
the growth of money supply and at the same time ensure that industry can 
finance itself, we need a substantial fall in the public sector deficit in 1977. 
We have already committed ourselves to taking such action, if necessary, 
in the White Paper just published - "The Attack on Inflationr The Second 
Year" (Cmnd 6507)- when we said in paragraph 31 r* 

"In addition to exercising firm control of public expenditure, the 
Government are determined to see to it that the money supply does 
not grow too rapidly: the Chancellor of the Exchequer has said he 
will ensure that the growth of the money supply is consistent with the 
Government^ plans for the growth of demand expressed in current 
prices. The Government are equally determined that the expansion 
of productive capacity and exports should not be held back by 
competing public sector demands for finance. These policies will 
be reinforced if necessary by further action in the fiscal and 
monetary fields". 



9. Other countries are planning rapid returns towards fiscal balance. 
France intend * to eliminate its budget deficit in 1977, In the United States, 
the Federal deficit J* likely to be reduced by at least 25 per cent in the next 
financial year - and by more if President Ford gets his way. The 
Germans have published a medium-term plan for a reduction of two-thirds 
in their deficit by 1979. 

10. Our strategy has been to move progressively over three to four 
years towards eliminating the balance of payments deficit and restoring full 
employment. As I explained when we considered our expenditure plans 
last year, there would also have to be a progressive reduction In the public 
sector deficit, 

11. I said then that a deficit at the current level (about 10 per cent of 
G D P in 1976-77) "Is not consistent with balance of payments equilibrium 
unless the other two sectors of the economy are willing to oave in excess of 
their capital expenditure far greater proportions of their incomes than they 
have ever done in the past. There is no reason to expect such a major 
change in habits ... If the Government persisted In raising insufficient 
taxation to pay for the resources it was extracting from the economy, the 
other sectors would one way or another be left with excessive income 
which they would be likely to spend and would in turn absorb resources from 
the rest of the world, Jtt therefore follows that if we are to remove our 
balance of payments deficit over a ran of years to make room for the extra 
exports required we must reduce the excess of public spending over public 
sector revenue" (C(75) 62), 

12. While we were in the depths of the recession we could not make a 
start on reducing the PSBR but the worst of the recession is now clearly 
past and the time has come, as we always expected it would, to begin. As 
a very rough guide we should be aiming to reduce the PSBR to about 4 per 
cent of G D P over three to four years, ie by an average of about 
£2 billion a year at present prices. 

13, A part of the Improvement required In the PSBR will come about 
automatically as recovery proceeds and the Government gets more 
revenue and pays out fewer benefits. But since employment lags behind 
output the benefit of this next year will be small, and the bulk of any 
improvement in the PSBR must come from fiscal action on tax or 
expenditure cuts, 

THE CASE AGAINST TAX INCREASES NEXT YEAR 

14. To cut the PSBR in 1977-78 by, say, £1, 000 million through 
increases In income tax would mean increasing the basic rate by 3p, 
involving a cut tn take-home pay for a single person earning £60 a week of 
£1.38, for a married couple on the same earnings of £1,17 and for a couple 



with two children of 90p. To out t h e PSBR b y £L000 million b y indirect 
taxation w o u l d mean uni fy ing the V a l u e A d d e d T a x rate a t 12$ p e r cent plus 
i n c r e a s e s In t h e d u t i e s on d r i n k , t o b a c c o or p e t r o l , w h i c h w o u l d t o g e t h e r 
i n c r e a s e t h e R e t a i l P r i c e Index b y 2 1  - 2 $ p e r c e n t . T h e s e c u t s i n r e a l 
t a k e - h o m e p a y wou ld c o m e t o w a r d s t h e end of a y e a r w h e n ft h a d a l r e a d y 
f a l l e n b y 3-4 p e r c e n t . 

15 . T h u s I d o not b e l i e v e i t wou ld m a k e s e n s e t o p l a n o n l a r g e 
i n c r e a s e s In d i r e c t o r i n d i r e c t t a x a t i o n n e x t A p r i l s i n c e b o t h would c a u s e 
a n i m m e d i a t e f a l l i n r e a l t a k e - h o m e p a y i n t h e m i d d l e of a p a y r o u n d in 
wh ich t h e u n i o n s a c c e p t e d a n e x c e p t i o n a l l y l o w a n d s t r i c t p a y l i m i t i n r e t u r n 
f o r t a x c a t s . M o r e o v e r n e x t A p r i l m a y w e l l f a l l i n t h e m i d d l e of o u r 
n e g o t i a t i o n s c o n c e r n i n g p a y p o l i c y i n t h e fo l lowing r o u n d . A c o l l a p s e i n o u r 
p a y p o l i t y w o u l d d o u s i r r e p a r a b l e h a r m a t t h a t t i m e . 

16. K, o n t h e o t h e r h a n d , w e sough t t o r e d u c e t h e d e f i c i t t h r o u g h b i g 
i n c r e a s e s I n c o m p a n y t a x a t i o n , w e would f r u s t r a t e t h e i n d u s t r i a l 
i n v e s t m e n t o n w h i c h s u s t a i n e d g r o w t h d e p e n d s . F o r t h e s e r e a s o n s , p u b l i c 
e x p e n d i t u r e m u s t m a k e a m a j o r c o n t r i b u t i o n t o t h e n e c e s s a r y a d d u c t i o n i n 
n e x t y e a r'9 P S B R b y r e d u c i n g p u b l i c c o n s u m p t i o n of g o o d s a n d s e r v i c e s . 

T H E S I Z E AND TIMING O F C U T S I N P U B L I C E X P E N D I T U R E 

17. Ih m y j u d g m e n t w e s h o u l d a i m a t p u b l i c e x p e n d i t u r e s a v i n g s l e a d i n g 
t o a r e d u c t i o n i n t h e P S B R of £ 1 b i l l i o n . W e would b e w i s e t o l i nk t h i s 
r e d u c t i o n w i th a s t a t e m e n t of o u r o b j e c t i v e s f o r t h e P S B R i n 1977-78 a n d 
wi th m e a s u r e s t o c o n t r o l t h e m o n e y s u p p l y a n d t o r e d u c e e x c e s s l i q u i d i t y . 
On t h e o t h e r h a n d t o p u b l i s h a c c e p t a b l e o b j e c t i v e s f o r t h e P S B R o r t o s e t 
l i m i t s f o r t h e g r o w t h of t h e m o n e y s u p p l y w i thou t s i m u l t a n e o u s l y t a k i n g 
s t e p s t o a c h i e v e t h e s e o b j e c t i v e s wou ld c a r r y c o n v i c t i o n w i t h n o - o n e . 

18. H , h o w e v e r , r e d u c t i o n s I n e x p e n d i t u r e a r e t o b e c a r r i e d t h r o u g h I n 
a n o r d e r l y w a y , t h e m o r e n o t i c e t h e b e t t e r . U n l e s s w e t a k e d e c i s i o n s t o 
r e d u c e p u b l i c e x p e n d i t u r e In 1977-78 i n t h e n e a r f u t u r e , w e s h a l l b e lef t 
w i t h n o a l t e r n a t i v e e x c e p t s w i n g e i n g I n c r e a s e s In t a x a t i o n a t t h e w o r s t 
p o s s i b l e m o m e n t f o r o u r i n c o m e s p o l i c y . 

19 . T h e r e a r e , i n m y v i e w , o v e r r i d i n g a r g u m e n t s f o r s e e k i n g t o t a k e a n d 
p u b l i s h o u r d e c i s i o n s on p u b l i c e x p e n d i t u r e r e d u c t i o n s b e f o r e t h e H o u s e 
r i s e 8 f o r t h e R e c e s s . O t h e r w i s e w e wou ld h a v e t o r e c a l l t h e H o u s e d u r i n g 
t h e R e c e s s o r w a i t u n t i l N o v e m b e r . I d o n o t t h i n k w e c a n s a f e l y waft t h a t 
l o n g . T h e r e h a s b e e n s i g n i f i c a n t p r e s s u r e on t h e s t e r l i n g r a t e , e v e n s i n c e 
w e a n n o u n c e d t h e $ 5 . 3 b i l l i o n s t a n d b y c r e d i t . 

2 0 . If w e r i s e f o r t h e R e c e s s w i thou t m a k i n g s u c h a n a n n o u n c e m e n t t h e 
p r e s s u r e o n s t e r l i n g i s l i k e l y t o r e s u m e a n d w e m a y f a c e a c h o i c e b e t w e e n 
l e t t i n g t h e r a t e c o l l a p s e , w i th u n a c c e p t a b l e c o n s e q u e n c e s f o r i n f l a t i o n a n d 



for our agreement with the Trades Union Congress, or spending the whole 
of the standby credit without any assurance it will be sufficient to hold the 
rate for long. In that case we would be forced to the IMF in a crisis in 
which our ability to negotiate acceptable terms for further drawings was 
very weak. Moreover, our remaining credit with the IMF is only for 
$3,800 million - far less than ie required to repay the $5.3 billion standby 
credit, still less to finance the external deficits we expect over the next 
few years. 

21, For all these reasons I believe that we should decide, and announce 
before the Rocese, reductions in public expenditure for 1977-78 designed to 
reduce the borrowing requirement by about £ 1 billion. To achieve this In 
full would require cuts amounting to about £1* billion. This I s equivalent 
to a general cut of 2j per cent in programmes - a very difficult task when 
we are far from being able to guarantee that the limits set by the last White 
Paper will be adhered to. But the threat to our economic strategy for 
sustained growth and a return to full employment will be far greater If we 
fail to make these reductions. 

CONCLUSIONS 

22, I therefore propose that we should take the enclosed memorandum 
by the Chief Secretary, Treasury, as a basis for decisions which will 
achieve the reductins in public expenditure in 1977-78 which I have 
described. 

D W H 

Treasury Chambsrc 

2 July 1976 



PUBLIC EXPENDITURE - THE 1976 SURVEY 
Memorandum by the Chief Secretary, Treasury. 

1. The plan which we announced in our last Public Expenditure White 
Paper was that (apart from debt interest) the total would continue to 
rise in 1 9 7 6 - 7 7 , but that, in the following years, it would be 
stabilised at about the level projected for 1 9 7 6 - 7 7 . This meant that 
the previously planned increases in most programmes had to be scaled 
down, up to that point public expenditure had increased by 2 0 per cent 
in real terms since 1 9 7 2 . while our national output had risen by only 
2 per cent. The object of our medium-term strategy was, by stabilising 
the level of resources allocated to public expenditure, to make as much 
a s possible ofour annual growth in wealth available for industrial 
growth, for closing the balance of payments gap, and for some increase 
in real take-home pay. 

2. we now have to review our public expenditure plans up to 1979 -80 , 
and to bring into account a further year ahead, 1980-81. As background 
"laterial the usual report of the Public Expenditure Survey Committee has 
been circulated. In addition, I enclose a Treasury Report, which draws 
0n that material, and sets out to present the salient figures and issues, 
a s a basis for our policy decisions without itself making any policy 
êcofnmen da t io n s. 

3 . The planning and control of public expenditure involves both the 
decisions which we take following each year's medium-term survey; the 
decisions -taken during the year in between surveys; and the implementation 
Q f those decisions. The new system of cash limits, the new financial 
^formation system for central Government expenditure, and the improved 
systems of returns for expenditure by the local authorities and 
nati0nalised industries, all these are relevant to the carrying out of 
0 u r plans during the year. The development of the contingency reserve as 
a n operational arrangement is important in relating our new decisions 
during the year to the planned total. 



4. We have resisted great pressure, domestic and international, to cut 
planned expenditure for the current year, but we have renewed our 
commitment that the contingency reserve for 1976-77 will not be exceeded. 
The enclosed report suggests that the current year's problem should 
continue to be dealt with on the basis of periodical progress reports 
to Cabinet, and that the new decisions to be taken on the basis of the 
1976 survey should be related to future years. I accept this, but I must 
make it clear that, although I believe that it will be possible to keep 
without our planned total for 1976-77, this will require the utmost 
restraint in restricting hew claims unless they can be matched by 
offsetting savings, to those of the very highest priority and even these 
will have to be limited in amount. 

Euture Years 
5. As regards future years, the Treasury report poses questions of 
Procedure or method, on which I should like to comment, first, and 
Questions of substance, to which I will come presently. The system of 
medium-term planning of public sector prograran.es, which necessarily 
has to be carried out mainly in volume terms rather than by forecasting 
"fcney totals 4 or 5 years ahead - a system which has been developed on 
the basis of the Plowden report of 1961 - has been increasingly questioned 
and some critics see it as a factor in what they regard as the excessive 
Srowth of public expenditure. I am sure that there has been a great deal 
o f room for improvement in the workings of the system - I have already 
Mentioned some of the improvements which we have made - but we have made 
*t clear to the Expenditure Committee that we should regard it as a 
^trograde step to abandon medium-term planning. However, I do think that 
U nder the Tories, the system was a factor in their mismanagement of the 
economy through encouraging them to concentrate their attention on the 
relatively distant future while the short-term situation was getting out 

control. 

The report poses the question whether, so long as we are sticking to 
egy which we so painfully hammered out before the 

t White paper, the emphasis should now be put on the implementation 
the strategy over the next year or two. I do not think that in this 
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respect we can lay down rules which will hold good for every survey. On 
a future occasion, without losing sight of the short-term situation, we may 
mil wish to redefine our medium-term objectives. But in the present 
Situation I see a strong case for reverting, as the report puts it, to the 
earlier practice of taking firm decisions for one year ahead and near-firm 
decisions for a further year after that, where this is necessary, while 
Adhering for the time being as closely as possible to the programme levels 
for subsequent years. In this way we should neither pre-empt hoped-for 
future growth before it becomes a real prospect, as so often happened in 
the past, nor risk mortgaging the whole benefits of North Sea oil through 
a continuing accumulation of debt; but at the same time we should not 
Commit ourselves to cuts in future programmes which should be unnecessary 
if we manage our affairs well in the meanwhile, nor do we forego the option 
of framing plans for further improvements when we have achieved success 
in our policies. 

1377-78 
7. Paragraphs 7 to 10 of the report summarise the figures in the 1976 
survey. Both for 1977-78 and 1978-79 the total of the programmes in the 
survey, drawn up in accordance with the approved ground rules, is closely 
in line with the corresponding White Paper total - all the figures are in 
the range £53-54- billion - and we have a contingency reserve for the first 
and second years ahead of the same size as we had for the corresponding 
y*a,rs in the last White Paper. But these figures do not allow for any of 
the additional bids which have been tabled and which add up to about 
£llj billion in each year. The report poses the question whether we should 
new set out to keep to the White Paper planned totals for programmes plus 
contingency reserve, or to plan now to exceed or reduce these totals. 

8. It is quite clear that there can be no question of exceeding the 
"hite Paper total: a decision to do so could well precipitate a renewed 

unmanageable sterling crisis. The implication of this is that, at the 
v*ry least, the Ministers concerned should rearrange their programmes so 
a* to eliminate or offset the additional bids of £1 .6 billion for 1977-78, 
and I propose that this should be our initial decision. 



9. As regards possible net reductions in 1977-78, I have approached this 

in terms of feasibility, and I have myself carefully gone through each 
programme to form a preliminary judgement of what reductions would be 
administratively and technically feasible, without much addition-to the 
legislative programme for such new measures - as distinct from any 

legislation needed to carry out earlier decisions. This does not mean that1 

we will want to adopt measures purely because they are feasible, but \ 
rather that we must rule out those which are not. ' 

10. The social security programme poses a major problem. It is the 
largest single expenditure block of all and, because of changes in 
demographic factors and economic assumptions, an increase above the White 
Paper figures is likely unless offsetting savings are made. But there is 
relatively little scope for savings unless we are prepared to modify our 
statutory commitment to annual uprating of benefits in line with prices 
or earnings as the case may be. Sizeable savings would be possible in 
unemployment and certain other benefits, without going back on this 
commitment, but these too would require either legislation or the 
introduction of new conditions. The one possible saving which does not 
encounter any of these difficulties would be the postponement of non
contributory invalidity pensions for housewives involving about £20 million 
in 1977-78. 

11. On the basis of this appraisal, the greatest scope for new savings 
without legislation is to be found in housing expenditure other than on 
subsidies. Like social security, this programme is running at a much 
higher level than a few years ago, but it is one in which there are some 
large items which could be cut back quite quickly. To the extent that we 
Exclude social security from the scope of this exercise, the more we will 
be obliged to look towards the housing programme. 

I do not want to comment in this paper on every single programme, 
though I should be prepared to give further reasons in discussion for 
% assessment of what is feasible, but some comment is called for on 
the programmes of capital expenditure by the nationalised industries and 

w eof support for industry generally.  are committed to giving priority 
to support for the manufacturing industry. Nevertheless this expenditure 



must be kept under tight control and must be strictly related to effective 
projects and programmes. Some net saving from this whole area would, in 
my view, be feasible, but at the most, taking these programmes together, 
I do not think that we should contemplate any increase above the totals 
in last year's White Paper. 

13. The Treasury report discusses the special problem of local authority 
current expenditure. There has been an actual overspend in 1975-76 of 
some £150 million, and there is a likely overspend in 1976-77 of up to 
£200 million. We have already said that rate support grant for 1977-78 
will be related to the White paper programmes, and that local authorities 
must cut back their expenditure plans to those levels. This will require 
an absolute cut in 1977-78 in programmes over which we have no direct 
control. The question is whether we should be prepared to restrict rate 
support grant still further, and ask for a corresponding scaling down of 
local authority spending plans. If we did so, no doubt some of the local 
authorities would comply, in which case, since such a large proportion of 
the expenditure is on education, the teachers would be likely to be further 
affected. Other local authorities probably would not comply, so that the 
cut in grant would be matched by a rise in rates. 

H. In the enclosed list I have brought together my estimates of the 
Ireductions which would be feasible in each of the 15 survey programmes 
in 1977-78* without bringing in any fresh savings on social security 
or local authority current expenditure. The resulting total is about 
£1.5 billion. Only two of these measures, involving food subsidies 
and some health service charges, would affect prices; this would be 
unwelcome, but the RPI effect would be little more than Hjg, TO the extent 
that we maintain or increase subsidies at the expense of other expenditure, 
we affect the level and standard of essential services, and we are also 
likely to affect employment in the public services. There are, however, 
tone transfer payments, such as mortgage lending by local authorities and 
various of the grants to industry, where action could be taken without 
affecting prices or directly affecting employment. 
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t 5 . As regards the programmes for 1978-79, in some cases it would be 
appropriate to carry through the cuts or postponements on a provisional 
basis, to be confirmed or reversed in the next survey. In some mother 
cases the economies might be possible only on a once-for-all basis. In 
any event the essence of the approach would be to make a special once
for-aii effort to give the best possible chance for export-led growth. 
The detailed consequential both for 1978-79 and subsequent years would 
have to be worked out in the light of our decisions on 1977-78. Although 
the additional bids for the later years would have to be held back at 
this stage, the existing programmes beyond 1978-79 need not necessarily 
be affected, except to the extent needed to secure a workable progression, 
but naturally we should have to consider any special cases where new 
decisions affecting the later years could not be put off. 

16. I have tried to set out in this paper some of the practical problems 
that will have to be faced if we are to make savings of £1 billion in the 
Previously planned programmes for 1977-78. I have deliberately kept 
detailed commentary to a minimum at this stage, but the list at the Annex 
of what I have called "feasible reductions" speaks for itself as far as 
the nature of the problem is concerned. My broad conclusion is that net 
"vlng. on survey programmes of the order of £1 billion, after offsetting 
or eliminating additional bids, would be feasible, though they would 
Evolve a number of unpalatable measures. If we wished at the same time 
t* reinforce the contingency reserve for 1977-78, so as to give us more 
room for manoeuvre when the time comes, correspondingly greater reductions 
*0uld be needed now, 

i explain at paragraph 9 that when I refer to "feasible reductions", 
 refer only to what I believe to be technically and administratively 
fo*eible. There will no doubt be differing views on the political 
feasibility of ft number of the Items, and certainly none are easy. It is 
however my view that if Cabinet decides to make net savings of £1 billion 
in 1977.78, they will have to be found from the list in the Annex. The 
^eciBiQuB required would include the following:

(1) Whether the reductions are to be Secured from among those set 
out in the enclosed list, including a substantial reduction in 
housing expenditure. 



(ii) Whether the social security programme is to be wholly or 
largely exempt. 

(iii) Whether any of the other programmes listed are to be given 
a substantial degree of relative priority. 

(iv) Whether we confine our objective on local authority current 
expenditure in 1977-78 to securing the reductions necessary 
to keep to the White paper figures. 

(v) Whether there are any further possible savings in particular 
programmes which we should consider. 



ANNEX 

S E C E E I 

FEASIBLE NET EXPENDITURE REDUCTIONS IN 1977-78 
(EXCLUDING SOCIAL SECURITY AND LOCAL AUTHORITY CURRENT EXPENDITURE) 

(£mi l l ion a t 1976

Feas ib l e net
amrae reduct ion

 I s

Defence 
îd programme 

Agriculture 

^ d e , industry 
and employment 

^ U o n a l i s e d 
JJdustries 
V e s t m e n t 

*oad8 

^ r o n m e n t a l 

140 
100 
225 

140 

50 

100 

400 

130 

100 

 Surveyprices) 

 l e g i s l a t i o n . Measures required other 
 needed than l e g i s l a t i o n 

No Mainly by d e f e r r a l s . 

No Limit new commitments. 

No Phase out food s u b s i d i e s 
more quickly; save £25 m i l l i o n 
on a g r i c u l t u r a l g r a n t s . 

No Delay payment of reg iona l 
development grants . 

Order Equalise r a t e s of r e g i o n a l 
required employment premium f o r men and 

women at £2 a week. 
No Negotiate change i n scheme of 

refinance for export c r e d i t s to 
e l iminate a d d i t i o n a l b i d . 

No Gross savings of £305 m i l l i o n 
required t o o f f s e t a d d i t i o n a l b i d s 
of £260 m i l l i o n for BNOC and £45 
m i l l i o n for other i n d u s t r i e s . 
The savings would i n v o l v e treating 
£95 m i l l i o n uncommitted BNOC 
expenditure as an unresolved claim 
on the contingency r e s e r v e . 

No No new s t a r t s for c e n t r a l or 
l o c a l government roads for 12 
months. 

No Reduce expenditure on mortgage 
lending, m u n i c i p a l i s a t i o n , housing 
associations, new towns e t c ; control 
l e v e l of counc i l house b u i l d i n g -

Xes Abolish improvement grants t o the 
pr ivate s e c t o r . 

No Reductions i n l o c a l au thor i ty 
c a p i t a l p r o j e c t s ; postpone some 
c a p i t a l expenditure by water 
a u t h o r i t i e s ; postpone some 
community land purchases 
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amme 

5 Law, order 
and 
protective 
services 

1  0 Educat ion 
Science and. 
the arts 

1 1 Health and 
personal 
Bocial 
services 

^ Social 
security 

15 O t h e r public 
services 

Conuaon 
Services 

Northern 
Ireland 

n i m at 1976
Feasible net j3reduction

£m 

15 

80 

10 
70 

50 
-150 

10 
25 

 Survey prices) 
 legislation 

 needed 

No 

No 

No 

No 

Order 
required 

Measures required other 
than legislation 

Moratorium on capital projects. 

Mainly cuts in building projects 
and university expenditure. 

Cuts or postponements in capital 
and current expenditure. 

Increase some charges. 
Estimating increase required if 
not offset by savings. 

Proportionate savings. 
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. S E C K E T 

PUBLIC EXPENDITURE - THE 1976 SURVEY 

Report by the Treasury 

Introduction 

1. The report on this year's survey by the Public Expenditure 
Survey Committee has been circulated separately. It has bean 
prepared in accordance with the ground rules approved by Cabinet. 
The figures and the presentation in the PESC Report have been agreed 
interdepartmentally. It is necessarily long and complicated. This 
Treasury report is designed to meet the requirement for a shorter, 
simpler piece of work, summarising the figures and focussing attention 
on the main issues. 

The White Paper Plan 

2. The last public expenditure exercise required exceptionally
difficult decisions. These took a long time to reach and the 
resulting White Paper (Cmnd 6393) did not appear until Bebruary tills 
year. The plans which it set out were intended broadly to stabilise 
the level of resources taken by expenditure programme a after 1976-77. 
If this was achieved, public expenditure would fall as a proportion 
of national output from its present exceptionally high level, ie 60%. 
In order to achieve this, most previously planned programmes had to 
be scaled down by £3,000 million (at 1975 survey prices) by 197&-79-
Other programmes were to increase by about £500 million. 

3. For several years the expenditure programmes in successive 
White Papers had been substantially exceeded in the event, and there 
was widespread criticism of the White Paper plan on the grounds that 
the profile of expenditure over the years lacked credibility. The 



Government have therefore made it a prime objective to implement 
the plan, and prevent it from being frustrated through lack of 
will or failure of control. This has been regarded as important 
not only for financial and economic reasons but also to demonstrate 
the country's ability to plan effectively and achieve objectives. 
The Government have made it a further objective to get back on cour** 
by carrying out this year'a survey, and reaching decisions on it, 
in accordance with a more normal timetable. 

1975-76 and 1976-77 

4. 1wil 1975-76, Firm estimates of expenditure in the past year,
not be available for some months, and the figures in the Survey rep01' 
do not incorporate all the excess that local authorities seem to 
spent. The present assessment is that total expenditure on program-'1 

was quite close to the net provision in the February White Paper. 
0-verspending by local authorities, including that on housing, larg^ 
offset savings elsewhere. 

5. Por 1976-77. as part of the effort to keep within planned 
expenditure totals, the use of the contingency reserve as a decision 
making instrument has been developed in accordance with the atran$ne*** 
approved by Cabinet. The contingency reserve in the White Paper *** 
equivalent, at current prices, to £875 million. At the date of 
preparation of this report, Cabinet had agreed to £455 million of 
this being committed. In the preparation of the Survey report, 
estimating reductions have been incorporated in the Surrey progra***'' 
On the other hand, there are additional bids for 1976-7? as well ** 
for future years, and these include some estimating increases in 
demand-determined services. Moreover, on the basis of present infe*" 
nation, it would be imprudent to assume that, in the absence of 
further Government measures, local authorities would overspend by . 
less than £100 million on current expenditure; and the overspend 
well be as much as £200 million, even if the Government is still 
pressing for the White Paper figures to be observed. 



6. It will be necessary to decide which, of the additional 
bids are either ineluctable or have to be accepted for other 
reasons. However, the continued monitoring of the contingency 
reserve for the current year will be pursued separately, and tha 
present report deals with the decisions which need to be taken in 
the Surrey on expenditure programmes for the subsequent years. But 
it should be noted meanwhile that the contingency reserve for 
1976-77 remains under strain. It will still therefore be necessary 
to pursue vigorously the action decided by Cabinet on 20 Nay to 
examine ways of offsetting the prospective excess on housing expendi
ture and of cutting down claims on the contingency reserve by national
ised industries, and also to keep any overspend on local authority 
current expenditure to the irreducible minimum. 

future Years - Programmes in the Survey 

7* The programmes for 1977-78 and later years set out in the 
Survey Report are designed to carry forward so far as possible the 
programmes published in the White Paper, in accordance with the 
ground-rules which took the implementation of the White Paper plan 
as a starting point for the 1976 exercise. But the programmes have 
been revalued to 1976 survey prices, and estimating reductions have 
been taken into account. Also, additional expenditure approved since 
the White Paper has been incorporated in tha programmes; and the 
Unite Paper figures for the contingency reserve have been adjusted 
downwards. 

The resulting picture can be summarised as follows:-

S E C H £ T 
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£ million at 197& Survey Prices 

1977-78 1978-79 1979-80 1980-81 

Total of programmes:- (i) 
In the White Paper .... 55,589 , 52,927 53,527 
In this Survey 55,700 ; 55,175 . 55,564 55,553 

Contingency reserve:-
In the White Paper .... 1,050 1,425 1,650 
In this Survey . 800 1,100 1,400 1,700 

Totalof programmes Wand 
contingency reserve:-
In the White Paper .. 5*,439 54,352 J 5̂ ,977 
In this Survey 5^,500 5̂ ,275 j 5̂ ,964 55,233 

(i) Before taking account of the Civil Service manpower savings 
rising to £140 million at 1975 Survey prices in 1978-79. 
9. Thus, the totals of programmes plus contingency reserve in 
the Survey are constrained broadly within the White Paper plan. But 
this is achieved only because the Survey programmes take account of 
some estimating reductions, while estimating increases are treated 
under the Survey ground rules as part of the additional bide on which 
decisions have to he taken. The ground rules provided that bids could 
he tabled for additions to the White Paper programmes, if departments 
oonsidered this necessary either for the purpose of existing policies 
(and it is sometimes difficult to distinguish which of these bids 
should be regarded as estimating increases), or to enable new polici** 
or projects to be introduced. The total amount of aia^the bids which 
have been tabled in the Survey, and which are sunmaciaad m a programme 
basis in Annex A to this report, is as follows:



£ million at 1976 Survey Pricea 
1977-78 1978-79 1979-80 1980-81 
1596 1676 1144 1790 

Since finalising the Survey Report we have received some further 
additional bids. 

10. Those bids, if accepted, would use up the contingency reserve 
and produce an excess over the White Paper totals for the next two 
years. But the nature of the individual bids varies substantially. 
A limited number are demand-determined in the strict sense and may be 
ineluctable or very nearly so. Others flow from existing schemes but 
the schemes are capable of being changed to reduce expenditure. Some 
bids constitute demands for improvement or new measures which could 
b* rejected or postponed. All these will be matters for decision. 

Decision, required 

11. The Government now have to decide between three broad approaches:

(a) To keep to the White Paper planned totals. To achieve 
this, while maintaining an adequate contingency reserve 
for future years, the additional bids, including the 
estimating increases on demand-determined services, would 
have either to be eliminated, or else offset by reductions 
in existing programmes. 

(b) To increase the planned totals above the White Paper 
figures. 

(c) To reduce planned totals below the White Paper figures. 

A decision between these three broad policies will have to 
seen in terms of,and accompanied by, the concrete decisions 



required on particular programmes. Thes individual decisions in 
turn nave to be taken in terms of the specific measures required 
in order to give effect to them. Even to implement the existing 
White Paper plan, specific measures remain to be taken in order to 
achieve some of the savings incorporated in the White Paper figures. 
The cases involved are:-

Reductious in housing subsidies 
Savings on school meals 
Reductions in the cost of overseas students 
The £140 million civil service manpower savings 

13. On the other hand, although concrete decisions on particular 
programmes and measures are needed for at least one year ahead in 
all cases, and perhaps more in some cases, such decisions are not 
necessarily required on all programmes for the whole period covered 
by the survey. This point is discussed further below. 

Which years? 

14. In last year*s exercise the focus year for decisions was 
1973-79- This was appropriate in an exercise designed to evolve a 
new medium-term strategy for public expenditure and a better balance 
in the economy over a period of years. So long as the Government 
are sticking to that strategy, whether or not with limited modification0 

to the totals for particular years, then it becomes a matter of year-by
year budgeting on the lines of the agreed strategy, and the focus shift0 

to the earlier years of the survey period. This would be a reversion 
to the approach adopted in some earlier stages of the development of 
the present public expenditure system, entailing decisions on firm 
programmes only for the first year ahead (that is, in the present 
exercise, 1977-78) and near-firm programmes for the-second year ahead 
(1978-79). 



15. There are now special reasons for restoring the emphasis 
on the earlier years, and particularly on the year immediately 
aaead. First, the credibility of the expenditure profile, and 
thua of the Government's whole strategy in this field, will depend 
crucially on keeping the planned total next year to this yearfs level 
** most. The decision between the three courses listed above must 
^refore be taken in relation to 1977-78 la the first instance. 

*V In addition, the Chancellors statement on 7 June, following 
*ae, sterling crisis, said that, for the current year, the Government 
vere determined to ensure that the planned total of expenditure is 
*ot exceeded; that they were now reviewing expenditure programmes 
for future years in the normal way; and that they would adjust these 
Programmes in good time as required to meet the prior claims of 
exports and investment in the light of the expected pace of recovery. 
% implication, any such adjustment must relate to 1977-78 in the 
first instance. 

V. it would in principle be open to Ministers to take decisions 
*bout either 1977-78 only, or about 1977-78 and 1978-79, in advance 
of settling programme figures for the whole survey period. In any 
*ant the status of the figures for the later years would be different 
since they will remain subject to year-by-year review in successive 
***rcises. whatever provisional view is taken about the prospective 
Public expenditure totals for the later years, Ifcere are many 
^ v i d u a l programmes on which firm decisions are neither necessary 

possible now for as long as 4-5 7*ar* *he*d. iamtance, 
blowing last year's review of the procedures for approving the 
Vestment programmes of the nationalised industries, approval far 
100 p e  cent of the programme figures is given only for the coming r

y*ar (1977-78) with an 85 per cent approval for the subsequent year 
70 per cent for the year after that. 
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Areas for decision 

18. There are 15 programmes in the Survey (9 of them account for 
over 85% of the total) and decisions are required on these and on 
the size of the contingency reserve. These are summarised in the 
Annex. The total of public expenditure is made up of these items 
together with shortfall and debt interest, but these last two items 
cannot be planned but only estimated, and do not require decisions. 
At the same time, in taking decisions on the planned total of programmes 
and the contingency reserve, it is necessary to consider to what extent 
the sum total of public expenditure may be affected by movements 
in shortfall and debt interest. 

19. Estimates of debt interest are highly volatile, and depend on 
assumptions about future inflation, rates of interest and the size 
of the borrowing requirement. On present assumptions it is estimated 
that the figures for debt interest which appeared in the last White 
Paper should be scaled down by some hundreds of millions (this is 
of course nothing like the scale of the increase in estimated debt 
interest which was disclosed in the White Paper) but this estimate 
is liable to further revision before the next White Paper, according 
to the assumptions which seem the most realistic at the time. 
For the time being, this reduction in the estimate of debt interest 
could be regarded as roughly accounting for the estimated shortfall 
which was assumed in the last White Paper. 

20. In the case of a number of programmes, a larger or smaller part 
of the functional programme is not in fact controlled functionally, 
but forms part of local authority current expenditure; this is not 
subject to direct control, whether in total or in its distribution 
between local authorities and services, though its size and distribution 
is influenced by Government policies and by the rate support grant. 
The estimates for 1976-77 compiled in May, on the basis of new returns 
from the local authorities, showed that they had overspent the White 
Paper figures in the previous year and were budgeting for a further 
substantial excess in the current year. In requesting that this excess 
should be cut back, the Government made it clear that in any event 
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the rate support grant for the following year, 1977-78, would 
be based on the White Paper figures. 

21. To the extent that the local authorities fail, in the event, 
to cut back this year's current spending to the White Paper level, 
the actual amount spent next year would have to be got down below 
this year's figures, in order to be brought into line with the White 
Paper projections. It has already been explained in paragraph 5 
that local authorities may well overspend in the current year and 
the present expectation is that, in the absence of further Government 
measures, they may well again overspend in 1977-78 by a broadly 
comparable amount, ie £100-200 million. There is, therefore, a 
general question which cuts across these functional programmes, ie 
whether the Government wishes to set local authorities the target 
of cutting expenditure in 1977-78 below the White Paper level, and, 
if so, whether it would be realistic to plan in the expectation that 
they would do so. It may well be that the effect of setting such a 
target might be to produce a better chance of getting down to the 
White Paper levels, though not in practice below them. The answers 
to these general questions will affect the decisions on the choice 
of options for those programmes in which local authority current 
expenditure forms an important part. 

22. As regards the contingency reserve, the figure which has 
been included for 1977-78 in the Survey is about the same, in real 

nterms, as the reserve provided for 1978-77  l  last February's White 
Paper. But there are. still 9 months to go until 1977-78 even begins. 
If any new claims on the reserve were to be accepted without replen
ishing it by savings on expenditure programmes, this year1s experience 
suggeststhat the remaining reserve would be too small in relation 
to the bids that can be expected during the course of a year. 

S E C R E T 

9 



23 . The ground rules for the public expenditure survey 
provided both for the tabling of additional bids and for the 
working out of options for reducing the survey programmes by Z\ 
per cent in 1977-78 and 5 per cent in 1973-79. A general 2$ per 
cent reduction of planned expenditure programmes in 1977-78 would 
involve about £1.3 billion; this would reduce the public sector 
borrowing requirement by about £1 billion. In relation to 1977-78 
the contribution to be made by public expenditure savings to a reduction 
in the borrowing requirement would depend less on arguments of 
principle about the balance between changes in expenditure and taxations 
and less on considerations of what financial opinion might expect, than
on what is feasible in making adjustments for the year immediately 
ahead. In some programmes reductions of 2-J- per cent would be feasible * 
in others more, and in others less. 

HM Treasury 
June 1976 
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SECRET ANNEX A 

SUMMARY  O F PUBLIC EXPENDITURE PROGRAMMES 

AND ADDITIONAL B I D S 

£ million at 1976 Survey prices 
ProgrammProgrammee 1976-77 1977-78 1978-79 1979-80 1980-81 

1. Defence 
5621 5644 5627 5652 5630 - - - - 190* 

2. Overseas aid and other overseas 
services 

1007 1275 1375 1472 1542 
2 63 201* 65* - 82 

3. Agriculture, fisheries, food and 
forestry 

1110 858533 636322 600 598 
24 9 15 14 20 

Trade, industry and employment 
2762 26026066 2569 2548 2460 

258 332* 339* 4o4*3*40* 
5. Nationalised industries 

3690 3310 3477 3613 3612 
55 369 399 242 335 

66.. Roads and transport 
2686 24824899 22822844 2279 2265 

10 17 19 37 30 
77.. Housing 

4574 4435 4381 4468 4468 
175 267 274 121 124 ss.. Other environmental services 

2458 2470 2385 2369 2368 
18 68 114 88 56 

33.. Law, order and protective services 
1811 1833 1813 1816 1816 

3 176* 62 70 85 
1010.. Education, libraries, science 

7500 7362 7247 7220 7249 
10 85 106 109 109 

uPPer end of range 
Q f which export and shipbuilding
credit refinance: 

Survey figures 444 502 571 579 535 
Additional bids.'... - 153 101 85 74 100

In"lu1ing British Aerospace and British 
Shipbuilders. 



CONTVD 
SUMMARY OF PUBLIC EXPENDITURE PROGRAMMES 

AND ADDITIONAL BIDS 

£ million at 1976 Survey prices 
Programme 

1 9 7 6 - 7 7 1 9 7 7 - 7 8 1 9 7 8 - 7 9 1 9 7 9 - 8 0 19* 

11. Health and personal social 
services 

681 Survey figures 6 5 1 5 6 6 1 0 6710 6 8 1 3 
175! Additional bids 21 30 52 

12. Social Security 
1145J Survey figures 11448 1 1 5 5 8 11474 1 1 4 8 0 

Additional bids - 6 0 1 3 6 28 - 9 2 

1 3 . Other public services 
Survey figures 8^0 8 5 0 8 4 0 844 
Additional bids..... 1 9 3 8 66 71 

14. Common services 
Survey figures.. 
Additional bids. 

8 2 6 8 0 8 
9 

8 3 1 
12 

8 5 8 
1 1 

1 5 . Northern Ireland 
Survey figures.. 
Additional bids. 

1629 
- 1 

1597 
6 

1530 
10 

1 5 3 2 
17 

15: 

Contingency Reserve 
Survey figures 400 8 0 0 1 1 0 0 1400 

Total Survey figures^' 
Total Additional bids 

5487? 
513 

5 4 5 0 0 

1596 

54275 
1676 

54964 
1144 

( 1 ) Before taking account of the Civil Service manpower-savings rising to £140 million 

at 1975 Survey prices in 1978-79
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ECONOMIC POLICY 

Memorandum by the Secretary of State for Energy 

1. The Government ie being subjected to the demand by powerful 
financial institutions for further cuts in public expenditure as a condition 
of the international assistance which is vitally needed to underpin sterling. 
Such cuts would have their main effect in the year preceding an election, 
damaging the economy, harming our supporters and raising unemployment 
even further. 

2. There are three questions which the Cabinet should discuss before 
a decision is reached 

i. Has the Government any alternative but to comply with 
the demand? 

ii. Ought the Government to wish to comply with it? 

iii. Ought the Government to put forward other measures instead ? 

THE GOVERNMENT'6 NEGOTIATING POSITION 

3. An immediate decision to cut public expenditure is not the right 
basis on which to negotiate durable arrangements to settle the sterling 
crisis. The Government has insufficient exchange reserves and credit 
to meet persistent runs on the Pound. Even if the exchange rate la 
defended (as it must be) there is a serious risk of continuing withdrawals 
of the £7 billion balances held by foreigners at such a rate as to absorb 
the recently agreed $5 billion swap facilities within a few weeks or months. 

4. To settle the issue once and for all will require not just another 
tranche of credit, but a standing arrangement on "recycling" of any out
flow of sterling balances held by foreigners, together with a medium-term 
loan large enough to meet other flews. 
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5. Stabilisation of sterling is as much in the interests of other 
Western governments as in ours. But, as an immediate condition for 
lasting support, the International Monetary Fund (IMF) and other lending 
institutions will certainly require an on-going commitment by the 
Government to agree its overall financial and monetary targets. By itself 
an immediate decision on expenditure cuts would therefore not be enough. 

6. On the other hand a commitment to agree financial and monetary 
targets need not involve expenditure cuts at aU. It would be contrary 
to the Fund1 s articles and to normal banking practice for the international 
Institutions to insist on determining the specific composition of tax and 
expenditure measures by which such targets were to be achieved. 

7. The Government will have plenty of freedom of manoeuvre if it 
proposes to agree financial targets under the well-established timetable 
for public expenditure and budget decisions. This timetable is designed 
to allow decisions to be reached on the basis of the best information and 
forecasts with opportunity for proper assessment and discussion. If the 
IMF and other banking institutions accept a commitment to agree financial 
policy on this basis, the Government will be in a relatively strong 
position because of its comprehensive command over the relevant 
considerations and evidence needed to substantiate them. At a technical 
level the Treasury can certainly hold its own with the Fund on domestic 
financial and monetary policy. 

8. It may conceivably be the case that in present circumstances the 
IMF and other Governments will insist on large expenditure cuts as a 
condition for assistance. The Cabinet will certainly need to establish 
whether this is the case, or whether an on-going commitment to agree 
financial and monetary targets with the IMF would be an acceptable, or 
indeed a preferred, alternative. 

THE MERITS OF FURTHER CUTS IN PUBLIC EXPENDITURE 

9. Assuming mat some freedom of choice remains the Cabinet must 
consider whether it accepts the case for further cuts in public expenditure 
on their own merits. The argument put forward in their favour - that they 
are necessary to,make room1 for industrial recovery - is unconvincing. 

10. At the end of last year the Government imposed a standstill on public 
expenditure in 1977-78 and 1978-79. This means that the entire increase 
in resources in those years has already been made available for industry, 
the balance of payments and private consumption. The Cabinet is now 
asked to accept that the resources provided by 4 - 5 per cent growth planned 
for these years will be insufficient. We are asked to make damaging cuts 
in public investment, or in employment in public services, or in welfare 
benefits to low-income families, in order to release resources on a still 
larger scale. 
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11. The only truth in the re sources argument is mat if the target of 
4-5 per cent growth is pushed ahead there will probably be shortages of 
capacity in specific industrial sectors. Cuts in public expenditure would 
be the worst possible way to deal with this problem because they would 
have a selective and damaging impact entirely unrelated to the industrial 
bottlenecks which may emerge. As far as possible, specific shortages 
of capacity should be dealt with directly and selectively. If any general 
restraint on growth of demand Is required, tax increases will provide a 
fairer, less discriminatory method of achieving it. 

THE ALTERNATIVE TO FURTHER CUTS IN PUBLIC EXPENDITURE 

12. The basic problem is how to carry through sustained economic 
expansion when industrial capacity is now so weak. If the Government 
succeeds in maintaining economic recovery, the growth of tax revenues 
and priv&te income will make expenditure cuts unnecessary. But If it 
fails, whether because expansion peters out or because growth has to be 
checked on account of a rising trade deficit, further cuts In public expend!
ture might be unavoidable. 

13. Therefore if the Cabinet decides against immediate cuts In public 
expenditure it will not be enough to proceed with the normal timetable for 
financial decisions without making other changes in economic policy. 
The Government must be prepared for the likelihood that shortages of 
industrial capacity will cause the trade deficit to widen as recovery 
proceeds. Three types of measure should be adopted as soon as possible 
to deal with this eventuality. 

14. First, the Government must strengthen its capacity to restrict 
inessential imports, both by preparing to introduce compulsory selective 
measures and by negotiating import ceilings with major importers and 
foreign suppliers. Such negotiations would be more effective if they could 
be linked to planning agreements in which the Government had some 
effective bargaining counters (such as the power to release reserve 
investment funds). 

15. Second, the Government should increase taxes on commodities which 
are mainly or wholly imported. Obvious examples are ail (which in some 
uses would be substituted by coal and gas) and tobacco and alcohol. 
Together these at present contribute nearly £2 billion less revenue relative 
to GNP than they did five years ago. 

16. Third, the Government must adopt selective measures to induce 
manufacturing companies to increase, their production and investment. 
Across-the-board concessions on corporate taxation and the price code 
have not proved effective in this respect. Future resources should be 
concentrated on a selective, bargaining approach through the National 
Enterprise Board and planning agreements, backed up by an investment 
reserve fund from which finance is released for agreed programmes. 
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CONCLUSION 

17. Rather than deciding now on an emergency package of cuts in public 
expenditure, the Government should seek lasting assistance from the IMF 
and other banking institutions subject to an on-going commitment to agree 
financial and monetary targets with the IMF according to the conventional 
timetable. Ibis approach will give the Government a strong bargaining 
position. 

18. Public expenditure cuts are not required on general resource 
grounds and would be the worst method for dealing with specific bottlenecks 
which may arise. 

19. Instead, the Cabinet should as soon as possible adopt measures 
to counter shortages of industrial capacity and the risk of a large trade 
deficit which may otherwise prevent sustained economic recovery. 

A W B 

Department of Energy 

2 July 1976 
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THE TOP SALARIES REVIEW BODY REPORT N O 8, MINISTERS 
A N D MPe, PART n 

Memorandum by the Lord President ef the Council 

1. The Top Salaries Review Body delivered Part H of its report to the 
Prime Minister on 14 June 1976 in response to his invitation in January 1975 
to review the pay, allowances and pensions of Ministers and MPs and 
Peers1 expenses allowance. 

2. The Review Body submitted Part I of its report confined to Members1 

pay and allowances on 13 June last year. This Part II report (copy 
attached) deals with Members1 pensions, Ministerial aalaries and some 
miscellaneous matters concerning Members1 allowances and facilities. A 
Part m report dealing with Peers1 expenses allowance is expected shortly. 

3. The recommendations in the report are summarised at 
Appendices A-C. The main ones are as follows :-

A. Members Allowances and Facilities (see Appendix A) 

Payment of a new allowance of £300 over a period of three years to 
cover office expenses; free travel anywhere in the United Kingdom 
on Parliamentary business; free postage and telephone facilities to 
European Economic Community countries, severance payments 
should be only an alternative to redundancy payments. 

B. Members1 Pensions (see Appendix B) 

The maximum reckonable service prior to October 1964 to be 
increased from 10 to 15 years; interest on refunded contributions to 
be increased from 3 to 4 per cent; provision for purchase of added 
years; provision for retirement on grounds of ill health; improve
ments in widows' and dependants1 pensions; an early retirement 
option at 62 for Members with 25 years' service; contribution rate 
to be increased from 5 to 6 per cent. 
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C. Ministerial Salaries (see Appendix C) 

Ministers1 salaries were last increased as from 1 April 1972 and the 
Review Body hava nov recommended improved rates brought up to 
date as at June 1975. The existing structure of rates Is retained. 
The Prime Minister's salary would go up by £5,000 to £25,000, 
which together with his recommended Parliamentary salary of 
£5,000, would give total emoluments of £30,000. The Lord 
Chancellors Balary of £20, 000 would go up to £27, 000. Salaries 
for other Cabinet Ministers would go up by £5, 000. Increases for 
Ministers of State and Parliamentary Secretaries would be £3,500 
and £3,000 respectively. Increases for Office Holders are rather 
less, ranging from £4, 500 for the Leader of the Opposition in the 
Commons to £2, 000 for Whips in the Commons and £1, 500 for the 
Opposition Chief Whip in the Lords. Full details are set out In 
Appendix C. 

4. Approval by the House of the Governments proposal, which I am 
shortly due to announce, to Increase Members' salaries by £6 a week as 
from 13 June 1976, subject to earnings from all sources not exceeding 
£8, 500, will effectively rule out any action on the recommendations for 
Members1 allowances and pensions at this present time. Improvements in 
non-wage benefits, including improvements in pension terms, have to be set 
against the £6 limit, and against the £4 limit under the next stage. This 
means that new reimbursement allowances and improvements in allowances, 
other than those attributable to increased costs, must equally reckon against 
the pay limits. 

5, The implementation of the increases recommended In Ministerial 
salaries is ruled out by the current pay limits. The recommendations 
cannot rank as a pre-policy commitment as their publication does not pre
date the pay policy; to that extent their standing under the policy is 
different from the recommendations in respect of Nationalised Board 
salaries which were published In December 1974. Under the next round, 
their Parliamentary, rather than their Ministerial, salary would command 
the first call on any £4 a week Increase for Ministers. However, any 
decisions on changes in Ministerial pay in the next round can only be taken 
in the light of decisions on higher pay policy generally and other outstanding 
public sector higher salary problems. 

6. Although enabling powers are being sought in the Parliamentary and 
Other Pensions and Salaries Bill now before Parliament to allow 
Ministerial pensions to be based on their proper rate rather than their 
actual rate, action equally cannot be taken to accept and promulgate the 
recommended Ministerial salaries for pension purposes as they were not put 
forward and accepted prior to the introduction of the policy as was the case 
for the rate of £8, 000 recommended for MPs. 
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7. Some of the recommendations listed under Appendices A and B do 
not in any event call for action at the present time as the Review Body have 
merely found against certain possibilities such as improving the accrual 

1rate for MPa  pensions and increasing the secretarial allowance specially 
to provide for occupational pensions for secretaries. 

RECOMMENDATION 

8. I invite the Cabinet to agree that the report should be printed and 
presented to Parliament in, say, 14 days' time and that I should make a 
covering statement to the effect that while we have considered its contents 
we shall not wish to take any further action on the report until incomes 
policy permits. 

M F 

Privy Council Office 

5 July 1916 
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REVIEW BODY ON TOP SALARIES 

On 15 January 1975, the Review Body on Top Salaries was invited by the Prime 
Minister to review and recommend changes: 

(i) in the emoluments, allowances and expenses of Ministers 
of the Crown and Members of the House of Commons including 
Mr Speaker and other holders of remunerated offices in both 
Houses of Parliament together with the relevant pension 
arrangements, and 

(ii) in the rates and conditions of payment of the Peers * 
expenses allowance. 

Part of this remit was discharged in Report- No which covered the salary of 
Members of Parliament, the Parliamentary salary of Ministers and paid office 
holders and the main allowances and facilities available to Members of the House 
of Commons. 

i 
The members of the Review Body are: 

The Rt Hon Lord B̂ yle of Hands worth, Chairman 
H H Atcherley1 

i 

Sir George Coldstream, KCB, KOTO, QC 
Lord Hirshfield2 

A J L Lloyd, QC 
2 

Lord Pritchard, DL 
Baroness Seear 

The Secretariat is provided by the Office of Manpower Economics. 

Lord Beeching resigned his membership following completion of his period of 
appointment in May 1975. Sir Mark Turner resigned his membership on his 
appointment in December 1975 as Chairman of the Rio Tinto-Zinc Corporation and 
did not take part in the later stages of thie review. 

i 
i 
,j 

1 Also Chairman of the Review Body on Armed Forces Pay. 
2 Lord Hirshfield and Lord Pritohard were appointed to the Review Body by the j
Prime Minister in November 1975* Lord Pritohard was unable to take part in 
the later stages of this review. 
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MINISTERS CF THE CROWN AND MEMEERS OP PARLIAMENT AND THE PEERS1 EXPEJBES ALLOWANCE: 
PART II 

CHAPTER i: INTRODUCTION 

The background 

1. We were invited by the Prime Minister on 15 January 1975 to review the reraunera
tion and pensions of Ministers of the Crown and Members of Parliament, and the Peers1 

expenses allowance. Initially we intended to submit our recommendations in a 
single report but, in view of the extent to which a real financial burden had 
already fallen on many Members, we decided to deal first with those remuneration 
problems that we saw as meriting urgent action. Consequently, the first part of 
our report on this remit, submitted in June 1975 and published in July 1975̂ , 
dealt with the salary of Members, the Parliamentary salary of Ministers and paid 
office holders, and with the main allowances and facilities. At that time, it 
was our intention to complete the remainder of our remit in a B e c o n d report. Bit 
as this is the first occasion on which we have reviewed the working of the Peers1 

expenses allowance, and as that part of our task raises issues that are different 
in kind from the rest, we have decided to put forward our conclusions and recommenda
tions on the Peers' expenses allowanoe separately. We will do so shortly. In 
this report, therefore, we deal with three items: first, oertain matters related 
to Members' allowances and facilities which were held over from Report No 7 for 
further consideration) second, the Parliamentary pension scheme; and finally, the 
pay and pensions of Ministers and other paid office holders in both Houses of 
Parliament. 

2. In our Report No 7, we recommended that the pay of Members of Parliament 
should be increased to £8,000, to bring it up to date since the last review in 1971 
and to allow for some necessary revaluation of the job; that the Parliamentary salary 
of Ministers and paid offioe holders who are Members of the House of Commons 
should be increased to £5,000; and that in future salaries should be subject to 
biennial review. We also recommended that the maximum of the secretarial 
allowance should be increased to £3,200 a year to provide opportunity for the 
wployment of a full-time secretary where neoessary, and that it should be 
available to provide either secretarial or research assistance or a combination 
of both; that the additional costs allowanoe, which helps to defray the cost of 
living away from home when engaged in Parliamentary duties, should be increased 

1 . 
Review Body on Top Salaries, Report No 7: Ministers of the Crown and Members of 
Parliament and the Peers' expenses allowanoe: Part I - Gmnd. 6136, July 1975. 

1 



to a maximum of £1,350 a year; that the London supplement, payable to Ministers 
and paid, office holders and to Members whose constituencieB are within the 
Greater London Council area, should be increased to £340 a year; that the car 
mileage allowance should be increased to 10.2p per mile; and that the maximum 
number of vouchers available to wives or husbands of Members for travel between 
Westminster and the constituency or Westminster and home should be increased 
from 10 to 15 a year. We also recommended that, in future, the maximum of the 
additional costs allowance, the London supplement and the car mileage allowance 
should be adjusted automatically in line with changes in relevant civil service 
rates. In accordance with this reoommendation, the maximum of the additional 
costs allowance has now been increased to £1,814 and the London supplement to 
£385 (both with effeot from 1 July 1975)

3. In putting forward our recommendations, we made olear that we attached the 
highest "importance to their early and full implementation. They were considered 
by the Government and discussed in the House of Commons. Those that affected 
allowances and facilities were implemented in full, but the revised salary for 
Members was restricted to £5,750 against £8,000 recommended, providing an increase 
of £1,250 over the previous rate of £4,500; the Government proposed, however, and 
the House of Commons accepted, that Members' pensions should be based on our 
recommended figure of £8,000 and this deoision is in course of being put into 
effect. The Parliamentary salary has been increased to £3,700 against £5f000 
recommended, an increase of £700 over the previous rate of £3,000; Cabinet 
Ministers, however, did not aooept the inorease (it had already been announced 
that they would accept no increase before 1 January 197^) and they continue to 
receive the £3,000 level that was appropriate in 1972. 

4* Our recommendations were designed as a coherent package. We understand the 
difficulties that arise when Members of Parliament are seen to give themselves 
substantial increases in pay, especially in times such as the present. But we 
feel bound to express our concern at the consequences of continuing to undervalue 
the demands on those eleoted to govern the country. In particular we are perturbed 
that, whereas our recommendations for increased allowances have been acoepted in 
full, Members' salaries have been inoreased by little more than one-third of what 
we recommended. We consider this imbalance between salaries and allowanoes to 
he wrong in principle and unwise in practice. We are also perturbed by the 
establishment of two different levels of Balary for pension purposes and other 
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purposes. We can sympathise with the reasoning which lay behind this deoision, 
but we nevertheless regard it as anomalous. The only way to avoid these and 
other difficulties, awkward though it may be, is for Members to vote themselves 
a realistic salary. If they fail to do so, as they did in 1975 when wages 
and salaries in the community generally had risen rapidly between 1971 and 1974, 
they only store up greater difficulties for their successors in the future. 

5. We note that, in the Debate^ whioh followed publication of our recommendations, 
Memoers accepted it as desirable in principle that a permanent link should be 
created between their pay and a point on the salary scale of the Assistant 
Seoretary grade in the oivil servioe, the minimum of which is higher than the 
salary which we recommended. We were aware from the evidence submitted to us in 
the course of the current review that Borne Members felt strongly on this point. 
We said in our first review of Members' pay in 1971 "that we did not Bee this 
as an appropriate solution to the problems and for our part we do not see it as 
appropriate now. In our view, the level of remuneration for Members of Parliament 
should continue to be judged on the demands of the job itself and against all tha 
factors relevant to it: Members ought not to be insulated from theBe factors (or, 
indeed, from public discussion of their pay) by a link with negotiated pay in a 
totally different employment situation. We oontinue to regard the frequency of 
review as the key to this problem. 

The implications of the current pay restraint measures 

6. The recommendations in this report have been put forward, of course, against 
the continuing background of the pay restraint measures that were outlined in 
the White Paper "The Attack on Inflation" (Cmnd. 6151, July 1975)* The White 
Paper indicated (paragraph 13) that the three independent Review Bodies would be 
asked to ensure that any recommendations put forward during the period of 
operation of the restraint measures (whioh are due to expire at the end of 
next month) comply with the requirements of the policy. These requirements 
provide that increases in remuneration are to be restricted on an individual 
basis to a maximum of £6 a week; that a 12 month interval between major pay 
increases continues to apply; and that no increase at all may be paid during the 
currency of the restraint measures to those whose total earnings from all 
sources exceed £8,500 a year. 

7. The issues with which we are oonoerned in our ourrent remit do not fit 
conveniently into the oiroumstanoes for whioh the pay restraint measures were 
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directly designed. Nevertheless, it is clear "that those measures apply to the 
outstanding matters in our review of Parliamentary remuneration (including the 
Peers1 expenses allowance, on which we will be putting forward separate 
recommendations) notwithstanding the fact fheet all of them are part of an 
overaU review which was begun (and partly completed) before the measures were 
introduced, and that the salaries with which wt are concerned here have remained 
unchanged since 1 April 1972* The detailed iamlioations for the eapeate of our 
remit dealt with in this report are described in the note that follow this 
chapter. The current measures expire shortly and new ones will take their place. 
He have taken the view that, although the greater part of the recommendations 
that we now sutmit cannot be implemented immediately, it is right to put then 
forward in order to complete a further part of the review that we began in early 
1975 hut had not completed when the ourrent measures were introduced. Furthermore, 
it will make it possible for future reviews of Parliamentary remuneration to start 
from a common point of reference. Cur present recommendations represent the 
levels of remuneration which would have been appropriate at 13 June 1975 ("the 
time of our earlier recommendations). 

Our inquiries 

S. He have referred already, in our Report No 7, to the questionnaire which 
we sent to each Member of Parliament designed to secure information and views 
on matters related both to salary and to allowanoes; the response rate was 70 
per cent. A summary of the results of the survey is in Appendix A. 

9. He are grateful to all those who have made themselves available for discussions 
with us in the course of our inquiries and to the many people from whom we have 
reoeived written evidence. A liBt of the individual Members of Parliament, 
Ministers, offioe holders and others who gave oral evidenoe is in Appendix B. 
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IMPLICATIONS OP THE CURRENT PAT RESTRAINT MEASURES FOR THE RECOMMENDATIONS 
(Note to Chapter 1) 

a . Ministers and paid offioe holders: any increase under the current measures 
has to he restricted to a maximum of C£ a week and can be paid only to those 
whose total earnings (including the increase) would not exoeed £8,500 a year. 
Total earnings for Ministers and offioe holders who are Members of the House of 
Commons include the current Parliamentary salary of £3,700 (£3,000 for Cabinet 
Ministers) and the London supplement of £385- Consequently, all Ministers in 
t h e House of Commons ourrently reoeive more than £6,500 and none is entitled to 
an increase at present. Of the paid office holders in the House of Commons, only 
those currently paid £4,000 a year (some Government and Opposition Whips) are 
eligible for any increase: the maximum permissible inorease of £6 a week oould be 
paid under the present measures following the completion of 12 months from the 
effective date (13 June 1975) of the inorease in the Parliamentary salary whioh 
resulted from the restricted implementation of our earlier recommendations. 
Ministers and office holders in the House of Lords are not eligible for the 
Parliamentary salary but reoeive the London supplement of £385 and are now entitled 
to claim against the Peers' expenses allowanoe up to a maximum of £700 a year (the 
first £100 of which i s free of taxation). Both of these amounts have to be 
aggregated with the salary attributable to the offioe to determine total earnings. 
Parliamentary Secretaries and Parliamentary Under Secretaries of State, the Chief, 
Deputy Chief and other Government Whips, the Leader of the Opposition and the 
Opposition Chief Whip, the Chairman of Committees and the Prinoipal Deputy Chairman 
of Committees axe eligible for an inorease under the present measures, and the 
maximum increase could be paid in eaoh oase following the completion of 12 months 
from the effective date (13 June 1975) of the introduction of limited entitlement 
to claim against the Peers1 expenses allowance. 

b. Allowances for Members of Parliament: increases i n allowances are subject to 
the current pay restraint measures, even where they are designed to reimburse 
actual expenditure within a maximum. The rates (or maxima) of such allowanoee can 
be increased without having to count againBt the £6 a week pay limit, provided 
that the inoreases reflect no more than movements in relevant costs. But where 
the scope of an allowanoe (inoluding its coverage) is extended, the value of the 
increase has to be counted against the pay limits in the same way as any new 
allowance that may be introduced. Thus, the ohanges recommended in oertain of 
the allowances and facilities oould be implemented only following the expiry of 
12 months from the effective date (13 June 1975) of the last inorease in Members' 
remuneration. Moreover, only those Members whose total earnings from all sources 
are less than £8,500 would be eligible for any inorease at all under the present 
arrangements. Total Parliamentary earnings for backbench MPs will be the aggregate 
of actual salary (£5,750), not the notional salary for pension purposes of £8,000, 
and the London supplement for those who reoeive it. 
o. The Parliamentary pension scheme: improved provisions in pension schemes 
generally come within the soope of the ourrent restraint measures. Any additional 
cost to public funds arising from improvements in the Parliamentary pension scheme 
would be treated in the same way as an employees extra contribution and would be 
coated against the limit if implemented during the ourrency of the present measures. 
All the points related to the oaloulation of the £6,500 total earnings limit (the 
actual salary of £5,750 may still be used in this context, despite the Motional' 
salary of £8,000 for pension purposes) and the 12 month interval principle would 
apply equally. 
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CHAPTER 2: ALLOWANCES AND FACILITIES FOR MEMBERS OF PARLIAMENT 

10. We indicated in our earlier report that further consideration would be needed 
of a number of points related to the allowances and facilities that are available 
to assist Members in meeting the costs incurred in the course of carrying out 
Parliamentary duties. These points include aspects of the secretarial allowance 
and of the additional costs allowance; travel facilities; postage and telephone 
costs; and severance arrangements. 

11. We have also given further consideration to the special problems of disabled 
Members to which we drew attention in that report. The improvements in the 
allowances and facilities which followed from our recommendations on that oocasion 
will have eased some of their difficulties. Any further improvements in this 
context would have to be related closely to particular disabilities and their 
special needs. Consideration of these aspects of the problem is not appropriate 
to a general review of the total remuneration package, which is our remit; and we 
have been advised that they can best be considered as and when necessary within 
the machinery of Parliament itself. 

Aspects of the secretarial allowance 

12. The maximum of the secretarial allowanoe is now £3i200 a year following 
implementation of our previous recommendation, and is available to provide either 
secretarial or research assistance or a combination of both. This maximum is 
intended to enable Members to employ a full-time secretary where necessary, and 
provides for the payment of a full-time salary which has regard to the ealary 
level of a Personal Secretary in the civil service who works in Central London. 
The maximum of the allowance also recognises the cost incurred by the Member as 
enployer in payment of national insurance contributions. In recommending the 
new maximum, we indicated that we would give further consideration to the 
implications of a provision for occupational pension arrangements, and to the 
treatment of general offioe expenses. 

13. Provision for occupational pension schemes is a major item in employment 
Costs: if a suitable arrangement were to be inoluded within the framework of 
the secretarial allowanoe, an increase of some £500 in the maximum of the 
allowanoe might be neoesBary. Provision for an item of this magnitude and 
importance has to be considered against the background of the widely varying 
circumstances in which MPB employ secretaries. For example, acme MPs share the 
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services of a secretary; others have access to secretarial assistance in their other 
capacities; and, although our inquiries have shown an increasing use of secretarial 
help, many Members need substantially less than full-time assistance. 

H . Provision is already made within the maximum of the allowance for the present 
and planned arrangements for State pensions, through the inclusion of an element 
to cover the employer^ national insurance (including graduated pension) contributions. 
The present State scheme provides essentially for a flat rate of pension, but the 
new scheme which will come into operation in April 1978 will lead to an earnings
delated pension. A higher level of contribution will then be required of the 
s&ployer, but the rate currently envisaged would not justify an inorease in the 
Present maximum of the allowance; it contains an element of rounding which is 
Efficient to provide for the planned level of contribution. The position might need 
*o be reviewed if a higher rate of contribution were introduced or if the salary 
element within the allowance maximum were to be increased. 

15. Therefore, although we attach importance to the provision of adequate pensions 
^Wangements for Members' secretaries, we do not consider that it would be appro-
PHate at this stage to provide within the allowance for an occupational pension 
scheme in addition to State pension arrangements. He regard the present maximum 
0 f the allowance as the most that can be justified on the present basiB of non-J 

Accountability, and any further increase in the maximum to provide for improved 
^perannuation arrangements would have to be subject to some suitable accounting 
procedure. We have taken note of the viewB expressed by the Select Committee on 
Assistance to Private Members in their First Report and particularly their eoncern 
*bout the accountability for the public funds from whioh secretarial support for 
Members is provided. They said: 

"We are all convinced that it is incumbent upon the House to set standards 
of accountability in the use of public funds that are above any possible 
public criticism. We think that arrangements whioh may have been sufficient 
when allowances were comparatively low will not be sufficient if the 
allowances are substantially increased." 

The Select Committee recommended optional arrangements under which either secretaries 
could be employed centrally by the House authorities or olaims could continue to 
^e made against the maximum of the secretarial allowance, and said: 

First Report from the Select Committee on Assistance to Private Members -
Houae of Commons Paper 375, Session 1974-75. 
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"We believe that the same high standards of accountability necessarily 
apply to claims for the secretarial allowance and that Members should 
specify the names of those to whom they have made payment for 
secretarial assistance." 

We share the Select Committee's ooncern about standards of accountability but, 
since the House has not yet considered the Select Committee*s report and 
recommendations, we make no further observations at this stage. 

16. We made clear in our earlier report that the recommended (now current) maximum 
of the secretarial allowanoe made no provision for the cost of general office 
expenses, which had been included within the maximum following our 1971 reoommenda
tions. We were aware that expenditure of this kind was not necessarily confined 
to those Members who employ a secretary, and we decided to consider if a separate 
allowance were justified. Most Members of Parliament have to maintain an office 
to deal with correspondence from constituents and from other members of the public. 
The expenses associated with this part of an MP's work are an inesoapable part of 
our Parliamentary system and can arise whether or not a Member employs his own 
secretary. Some of the routine but potentially substantial office expenses are 
already met: for example, postage and inland telephone calls from Westminster are 
provided free. But at present expenditure on equipment such as typewriters or 
dictating machines has to be borne by individual Members from their own resources. 
These costs too oan be substantial, particularly on first entering the House. We 
consider that a separate allowanoe should be made available to provide for this 
need which, as we have said, may arise independently of the employment of a 
secretary, and that a suitable maximum amount would be £300 during any period of 
three years. Claims within the maximum of the allowanoe may inolude the cost of 
maintaining offioe equipment and may be made at any time during a three-year period, 
whether as a single claim or as a series of claims. But we regard it as appropriate 
that claims against this allowance should be supported by evidence of expenditure 
on particular items of equipment or on itB maintenance. We believe that this 
requirement will be acceptable to Members. 

Recommendation. We recommend that a new allowance be introduced to assist with the 
initial and maintenance costs of general office equipment. The maximum of the 
allowance should be £300 during any period of three years and reimbursement of 
claims should be conditional upon evidence of expenditure. 

8 



CONFIDENTIAL 

Aspect B of the additional oosts allowanoe 

17. The annual maximum of the allowance is derived from a formula that applies 
appropriate rate of overnight subsistence allowance for four nights a week over 

the average duration of the Parliamentary session. He have considered whether the 
formula provides adequate recognition of the oooasional need for individual Members 
to attend at Westminster on Parliamentary business during a recess. He see two 
points as relevant. First, the present basis of the allowance maximum, related as 
it is to a notional full-time attendance at Westminster during the average Parliamen
tary session, provides sufficient leeway for the great majority of Members to meet 
the occasional need to attend there during a reoesaj and second, the arrangements 
*hich cover the travel costs incurred by Members are not restricted to the period 
o f a Parliamentary session. Although we did not confine our 1971 recommendation 
for the introduction of a daily subsistence allowance to the periods when Parliament 

in session, we consider that, against the background of the present arrangements, 
** is not necessary to inorease the maximum of the additional oosts allowance now 
P** this account. The current maximum of £1,814 a year is in line with the appropriate 
**te of overnight subsistence in the civil service, and was inoreased to that amount 
**th effect from 1 July 1975 on the basis recommended in our Report Ho 7. 

&avel facilities 

1o"* Members' travel oosts are at present reimbursed for journeys between Westminster, 
ô*e and constituency; within the constituency; and to oentral and local Qovenment 
***thorities concerned with the constituency area, but located outside the constituency 
^ndaries. He understand, however, that the meeting of Members' oosts for journeys to 
'* from home is a taxable benefit and consequently Members have to pay tax on the value 
o f oar mileage allowance claimed for suoh journeys or, following the 1975 Finance Act, on 
the value of travel warrants issued for them. The response to our questionnaire 
^dicated a measure of support from Members for the provision of wider facilities 
f t * defraying the oosts of travel. Many of those who made proposals on this point 
*Dggested that all travel within the United Kingdom should qualify for the reimburse^ 
***** of fares or for oar mileage allowanoe. In our First Report1 in 1971, we 
^oommended toe eatahliahmeKt of t m fuada to moot tha ootste of Keabera* txw%l ̂Wfawre 
it could be shown to he of assistance to Members in carrying out their duties 
effectively: one was to provide for travel within the United Kingdom and the other 
for travel overseas. In the event, the reoomnendation was accepted in principle 

the Government but was not adopted by the House itself. 

Review Body on Top Salaries, First Report: Ministers of the Crown and Members of 
Parliament - Cmnd. 4836. 
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19. Free travel within the country on Parliamentary buainesa is a facility which 
is commonly available to Parliamentarians in other European and Commonwealth 
countries. It is, moreover, a normal feature of business and professional life. 
We see no objection in principle to, and many practical advantages in the provision 
of a similar facility for Members of Parliament, subject to certain conditions. 
Clearly, qualifying travel under an arrangement of this kind would have to be 
restricted to travel undertaken on Parliamentary business. Thia would include 
constituency business of a non-political nature but would exclude travel for 
party political purposes. We recognise that travel on political * and on 
tPa^liamenta^y, business might overlap on occasion, but we believe that a 
distinction could be drawn and, that it is not impossible for the House to administ
er such an arrangement. Members are, of course, already provided with travel 
facilities which are in some ways more generous than those normally available 
(for example, the cost of their travel between home and work is met, although it 
is subject to taxation, and limited provision existB for free travel by a wife 
or husband). But these arrangements stem from the recognised facts of a Member*8 
life and, in particular, from the fact that two separate and equally important 
places of work are involved. They do not, in our view, detract from the importance 
of enabling Membera to travel within the United Kingdom to inform themselves on 
subjects that are directly relevant to the work of Parliament and to effective 
representation of their constituency. Membera should not be constrained by 
financial considerations from undertaking necessary travel for these purposes, 
and we consider that all United Kingdom travel on Parliamentary business should 
qualify for reimbursement of costs or for payment of oar mileage allowance. 

Recommendation. We recommend that the costs of all travel within the United 
Kingdom on Parliamentary business should be reimbursed or should qualify for 
payment of the car mileage allowance. 

Postage and telephone costs 

20. The present arrangements provide Members with free postage from Westminster 
to destinations within the United Kingdom. The facility is restricted to 
Parliamentary business and may not be used for circulars to constituents or to 
other Members. Telephone calls from the HOUBO are free on the same basis. 

21. The greater part of the evidence put to us on these arrangements has 
suggested an extension of the facilities to apply to postage and telephone oalls 
made from the homes or constituencies of Members. In general, we consider the 
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facilities provided for Members at Westminster are adequate and that an extension 
of free postage or telephone arrangements beyond Westminster would not be 
appropriate. But one improvement is justified. It has been suggested to us that 
telephone calls on Parliamentary business from the House to other countries of 
the European Economic Community should be provided free. We consider it reasonable 
that both telephone calls and postage facilities should be provided free of charge 
fronv Westt&iast-ST on this basis. 

Recommendation. We recommend that the free postage and telephone facilities at 
Westminster should be extended to apply to communications with other EEC countries 
on Parliamentary business. 

Severance arrangements 

22. We made no recommendations last year on the provisions for the payment of a 
grant under the severance arrangements. These arrangements stem from our 1971 
review, when we found that the timing of general elections left Members little 
time or opportunity for finding alternative employment, because of their pre
occupation with seeking re-election. At that tiae, a Member ceased to be paid 
from the date of the dissolution of Parliament, and those who subsequently lost 
their seats could suddenly find that they had no regular source of income. We 
made two recommendations to relieve this situation: that salary should continue 
to be paid through a period of dissolution; and 1hat a severance arrangement 
should be introduced whereby Members who lost their seat in these circumstances 
could claim a grant equivalent to three months' salary. At the same time, we 
suggested that the position of Members under the National Insurance Act should be 
re-examined, as their classification for national insurance purposes did not 
entitle them to unemployment benefit or to redundancy payments. The severance 
payment scheme was implemented and was applied also to Members who lost their seats 
because of constituency boundary changes. In the February 1974 and Ootober 1974 
general elections, 79 of the 81 Members who were defeated olaimed the severance 
payment; all of the 16 Members who lost their seats in February 1974 as a result 
of constituency boundary changes also claimed. 

23. In the course of the current review, changes in the severance arrangements 
have been suggested to us by many people. About half of the Members who replied 
to our questionnaire suggested various improvements in the scheme that were 
fairly evenly divided between suggestions for a higher level of payment (six or 
twelve months' salary), for a system based on length of service (sometimes subject 
to minima and maxima), and various general proposals that included age-related 
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payments and. application of the arrangements to cases where a Member voluntarily 
resigns his seat or is not re-adopted as a candidate.^ 

24. However, we have to consider the severance arrangements now in the light of 
a new development. Since April 1975, MPs have been re-classified for national 
insurance purposes and will in due course become eligible for unemployment benefit 
in the event of losing their seat at a general election, and may become eligible 
for redundancy payments if a seat disappears as a result of re-organisation of 
constituencies. We welcome this development as MPs will now become eligible for 
the type of short-term assistance which we noted was not available when we 
recommended the introduction of the severance arrangements. We sea this as an 
important supplement to the separate severanoe arrangements, which in the appropri
ats situation can be regarded either as an occupational redundancy payment scheme, 
or as a scheme for payment in lieu of notice. In either case, depending on 
individual circumstances, the severance arrangements may provide better compensa
tion than the statutory minimum provisions whioh would otherwise apply (and we 
understand that the payment of a grant equivalent to three months1 salary is 
likely to have the effect of postponing payment of unemployment benefit for a 
period of three months). But we also consider that, in the new oircumstanoes, it 
is not necessary to increase the level of benefit provided by the existing severance 
arrangements. We therefore make no reoommendation other than that, in.any 
circumstances in whioh a Member would qualify for redundancy payments, the 
severance arrangements should be available only as an alternative to such payments. 

Reoommendation. We recommend that the grant under the severance arrangements should 
be available only as an alternative to redundancy payments in cases where a Member 
becomes entitled to such payments: otherwise, the severanoe arrangements should 
remain unchanged. 

 Appendix A, Table 22 
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CHAPTER 3: THE PARLIAMENTARY PENSION SCHEME 

Background 

25, The Parliamentary Contributory Pension Scheme for Members was first introduced 
i n 1965 under the provisions of the Ministerial Salaries and Members' Pension Act 
1965t following the October 19^4 recommendations of the Lawrence Committee . It 
provided a compulsory pension scheme based on a fund managed by Trustees appoint
ed by the House of Commons, and effective from the date of the October 1964 

general election that brought in a new Parliament. Members who had retired, before 
the date of the introduction of the scheme were not oovered by it. But those 
whose service continued into the new Parliament could count up to 10 years of 
service prior to October 1964 as reckonable for pension purposes; this also applied 
to Members who lost their seats in October 19^4 or earlier and who were returned 
subsequently to Parliament. The scheme required equal contributions in respect of 
current service from Members and from public funds, and pension benefits accrued 
at one rate for the first 15 years of service and at a lower rate for a further 
30 years, providing a maximum pension of 6 0 per cent of final salary after 45 years' 
service. The normal retirement age was 65 and pension was not payable before that 
age. Other benefits were provided, including pensions for widows and dependent 
children, and refund of contributions (in certain circumstances) or transfer of 
pension rights. 

26 . Prior to the introduction of the Bcheme, the only form of finanoial assist
ance available to former Members was provided through the House of Commons Members' 
?und which had been established by Act of Parliament in 1939 to make grants (based 
on an assessment of need) to former Members and to their widows and dependent 
children. An amending Act of 1948 extended the provision of grants to widowers. 
The Members1 Fund is still in being and oontinues to provide for any former Member 
who may be in financial need, including a Member who may have retired under the 
current pension scheme with an inadequate pension and without other resources. 
Prom the outset, the Fund has been financed by an annual levy of £24 on all 
serving Members, a maximum annual contribution from public funds of £22,000, and 
dividends and interest from investments. Like the Parliamentary Contributory 
Pension Fund, the Members' Fund is administered by Trustees appointed by the 
HOUBB of Commons. 

 Report of the Committee on the Remuneration of Ministers and Members of Parliament 
Cmnd. 2516: Chairman, Sir Geoffrey Lawrence. 
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27. We reviewed the working of the pension arrangements in 1971, and we made a 
number of recommendations in our PirBt Report which were implemented with effect 
from 1 January 1972, and which provided substantial improvements in the benefits 
available under the pension scheme. The scheme continues to be compulsory, and 
now provides for an even rate of accrual of pension entitlement of l/60th of final 
salary for each year of service up to a maximum of 40 years' service,^ giving a 
maximum pension of two-thirds of final salary. The normal retirement age for the 
purpose of the scheme remains 65. Other benefits include a death-in-service 
gratuity equivalent to 12 months' salary; an option for early retirement at age 
60 or later on immediate payment of an actuarially reduced pension; pensions for 
widows and dependents; and an option to commute pension entitlement to yield a 
lump sum of up to 3/80ths of final salary for each year of service (which provides 
* maximum lump sum payment of times final salary together with a maximum pension 
approximately equal to one-half of final salary). We also recommended that the 
rate of contribution required of a Member should be 5 per cent of salary. This 
rate met approximately 3/8ths of the total current cost of the scheme at that 
time; in practice, current costs have risen to about 15 per cent of salary arid 
the "Member *s contribution has remained 5 per cent. 

28. Two main developments have affected Members' pensions since our 1971 recommenda
tions were implemented. The first is that they have been brought within the scope 
0f the Pensions (increase) Act 1971 and, consequently, retired Members' pensions 
*re increased in line with movements in the cost of living. We note in passing 
that, because of the infrequency with which Members' salary is reviewed, this 
Provision has had the effect of requiring special administrative arrangements to 
ensure that those Members who retired later on the same final salary as those who 
kad retired earlier did not in practice receive a lower pension than their pre
^ecessors whose pensions had been increased in the interval. 

The second development results from our recommendation last year of a salary 
level of £8,000 for Members of Parliament. As we have noted (paragraph 3) this 
Salary was accepted by Parliament as the appropriate rate for the job but was 
Rot fully implemented: it was decided, however, that it would be used as a notional 
^ a r y for pension purposes, and this decision will be given legislative effect by 
the provisions of the Parliamentary and other Pensions and Salaries Bill, currently 
before Parliament. Members are required to pay a pensions contribution of 5 per 
csnt of their pensionable salary, and they now receive additional emoluments of 

In practice, we understand that the legislation whioh governs the scheme needs 
to be clarified on this point. 
3y a resolution of the House of Commons accepted in the Debate following 
publication of our Report No 1 (House of Commons Hansard, Volume 896, No 165, 
22 July 1975). u 
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£112.50 a year to provide for the contribution required on the difference between 
the pensionable salary of £8,000 and the actual salary of £5,750. We point this 
out as one more manifestation of the disadvantages of not paying the proper level 
of salary for the job. 

30. We now discuss the issues that arise on Members' pensions. Ministers and 
other paid office holders are eligible to participate in a supplementary scheme 
that we recommended in 1971 and that is designed to give pension entitlement in 
respect of the additional element of pay attached to Ministerial or other office. 
We deal with the pensions of Ministers and other office holders, including the 
statutory pensions attached to certain offices, in Chapter 4. 

Service prior to October 1964 

31. Two distinct but related points arise in relation to the effective date of 
the present form of contributory pension scheme for Members of Parliament. The 
first is whether those Members who retired before October 1964 and who have no 
subsequent service in the House of Commons should be entitled to any benefits 
under the Parliamentary Contributory Pension Fund; and the second is the amount 
of service prior to October 1964 that qualifies as reokonable towards the pension 
entitlement of those who have been Members of the House of Commons since that date. 

32. We have received a substantial amount of evidence on the first point and we 
have noted that it has been the subject of continuing Parliamentary concern. In 
Recommending the introduction of the present form of pension scheme, the Lawrence 
Committee expressed the view unequivocally that the principle of applying a pension 
scheme to those who had no service after the date when the scheme began was not 

1 2acceptable . The issue was re-examined in our First Report when we found ourselves 
Unable to modify the conclusion of the Lawrence Committee on this point of pensions 
Principle and practice. We took the view that it remained appropriate for oases of 
financial hardship among former Members who had retired before October 1964 to be 
met by the Members' Fund. 

33. We have again reviewed the evidence carefully. We recognise that only a 
small, and indeed dwindling, number of Members would be involved and that the 
cost of extending pension arrangements to cover them might not be prohibitive. 

Report of the Committee on the Remuneration of Ministers and Members of 
^ Parliament - Cmnd. 2516 (paragraph 76). 
Review Body on Top Salaries, First Report: Ministers of the Crown and Members 
of Parliament - Cmnd. 4836 (paragraphs 69 and 70). 
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Nevertheless, there is the point of prinoiple here, and it cannot simply be dis
missed in the Wider context of pension provisions as a whole. The position of 
this small number of former Members is by no means unique: for example, we have 
been told that over the years up to 1964, and indeed right up until 1973*, there 
will have been hundreds of thousands in the public sector who retired with no 
pension entitlement and are therefore in the same position; there are also many 
other, if smaller-scale, instances in the private sector. After much thought, we 
remain ourselves unable to recaasaaad that form? Meabers who have no service after 
the introduction of the Parliamentary pension scheme should be entitled to benefit 
from that scheme. The Members' Fund continues in being and, while we recognise 
that it cannot provide an as-of-right pension, we consider that it remains the 
appropriate channel through which to provide for the needs of former Members (and 
of their dependents), including those who retired before October 1964* 

34* However, wa offer one further comment. If it were the desire of Parliament 
as a whole that some additional provision should be made for those Members who 
bad retired before the introduction of the present pension scheme, it might be 
appropriate to give consideration to an arrangenent in parallel to the State 
Pension arrangements for the over-80's, whereby some limited benefit would be 
made available &a of right for such Members at age 80. Clearly, this would be a 
matter for Parliament to consider and we ourselves make no formal reoommendation 
on this matter. 

35* The Parliamentary scheme provides for a maximum of 10 years of service prior 
to October 1964 to be counted by serving Members as reckonable for pension 
Purposes, as recommended by the Lawrence Committee in 19^4* The cost is met by 
a deficiency contribution from public funds. He did not recommend change in 
this provision in our First Report: the other improvements recommended then greatly 
enhanced the pensions payable to Members who had service prior to October 1964, 
and we took the view that this was as far as we should go at that time . We have 
examined the position again in the course of our ourrent review, when it has been 
suggested to us, as indeed it was in 1971, that all such service should be 
reckonable for pension purposes. We do not regard this as appropriate, but we 
consider that a limited improvement is justified and would be aooeptable against 
the background of our conclusions on the pensions arrangements as a whole. We 
therefore propose that the maximum amount of reckonable service prior to October 
1964 Bhould be increased by 5 years. The benefit from this improvement Bhould be 
Pestrioted to those Members who have service in the House of Commons after its 
introduction and, as at present, the cost of reckonable past servioe should be 

 It was not until 1973 that pension cover extended to all employees throughout 
the whole of the public servioe field. 
Review Body on Top Salaries, First Report: Ministers of the Crown and Members 
of Parliament - Cmnd. 4836 (paragraph 69). 
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met from public funds. We estimate the capital cost of this improvement to be 
£200,000 (including provision for those with qualifying service of more than 10 
years who are not Members at present but who may be returned to the House of 
Commons in the future). 

Recormrmndation. We recommend that the maximum amount of service prior to October 
1964 that may be treated as reckonable service for pension purposes should be 
increased from 10 years to 15 years. This improvement should apply only to 
Members who are in service in the House of Commons at the time of its implementa
tion (or who subsequently return to such service). The full cost of this recommenda
tion should be met from public f u n d B . 

1Hate of accrual

36. During our current review, we have received a number of representations about 
the rate at which pension entitlement is accrued under the Parliamentary scheme. 
Some 72 per cent of the Members who replied to our questionnaire said that they 
favoured a faster rate of accrual: and the respondents who specified a particular 
rate of accrual were evenly divided between those who advooated a rate of l/40th 
of final salary a year and those who advocated other rates1, A wide range of 
rates of accrual was also suggested to us in other evidence. 

37. The point most often put forward in support of a faster rate of accrual is 
that it is rare for an MP to be able to serve in the House of Commons for the 
40 years necessary under the present arrangements to qualify for full pension 
entitlement. We have been told that the average length of service as an MP is 
17-20 years. Nevertheless, certain other points also have to be taken into 
consideration. A career in Parliament is not unique in being a late-entry career, 
and a 40-year accrual period is standard elsewhere in the public servioes (with 
one or two exceptions that are mainly related to particularly hazardous and 
Physically demanding jobs - for example, in the police and fire services - and 
"^"6 judiciary where it is unusual for a judge to be appointed under age 50). 
Moreover, it is becoming increasingly common for pension entitlement to be pre
served or transferred from one scheme to another and MPs may benefit from this 
in the same way as other people. Finally, the cost of a faster rate of accrual 
could be high, particularly if Members had to bear the whole cost themselves. 

38* The recommendations that we make in this chapter will achieve some of the 
cbjectives of a faster rate of accrual and will, we believe, prove more beneficial 

Appendix A, Tables 23 and 24. 
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to Members as a whole. We consider that the rate of accrual under the Parliamentary 
scheme should not be changed. 

Interest on refunded contributions 

39. It has been suggested to us that the rate of interest paid on the contributions 
refunded to a Member who leaves the Parliamentary pension scheme before completing 
the four-year period of service necessary to qualify for pension entitlement 
should be increased. The present rate of interest of 3 per cent has applied since 
the scheme was introduced. 

40. Clearly, the rate is low by oomparison with current interest rates generally 
and, indeed, it is well below the current rate of yield on the Pension Fund-s 
investments. We have been told that the rate of interest for refunds has to have 
regard to the trend of interest rates over a long-term period and obviously this 
provides stability (which we see as important). It is even more important to 
hear in mind that contributions to a pension scheme are deducted from income 
"before that income is assessed for tax: consequently a refund of contributions 
is subject to income tax. But in these cirourastances, subject to the approval of 
the Inland Revenue, the tax is levied at a concessionary rate of 10 per cent. 
Clearly, this ooncession itself compensates to some extent for the interest that 
Might otherwise have been earned on the money. 

41. Against this background, we do not consider that a case for an increase in 
the rate of interest on returned contributions to the level of current interest 
rates generally can be sustained. We consider that a limited increase is 
Justified and we propose that the rate should be improved from 3 per oent to 4 
per cent in respect of contributions made from a current date. 

Recommendation. We recommend that the rate of interest paid on returned 
contributions to the Parliamentary Contributory Pension Scheme should be increased 
from 3 per cent to 4 per cent. The higher rate should apply only to the refund 
of those contributions made after the effective date of implementation of this 
re commendat i on. 

Added years 

42. The introduction into the Parliamentary pension scheme of a facility for 
the optional purchase of added years of reckonable service has been widely 
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advocated during the current review. Some three-quarters of the respondents to 
our questionnaire indicated support for it and it was also mentioned frequently 
in other evidence. We see this issue as in some ways related to the question of 
a faster rate of accrual of pension entitlement (paragraphs 36-38) in the sense 
that it is an alternative whioh provides the essence of the benefit aimed at. 
We have concluded that an added years scheme would be an appropriate addition to 
the existing provisions under the Tarllamentary pension soheme. 

43. We propose that an added years arrangement should be introduced on the follow
ing basis. It should be optional and the full cost should be borne by the 
individual Member. It will apply only to those who are Members of Parliament 
at the time of its introduction and to those who enter, or re-enter, the House of 
Commons subsequently. The normal Inland Revenue requirements on total contribution 
and maximum reckonable service will apply. We understand that purchase of added 
years may normally be either by a single lump sum payment within a period of 12 
months of entry or by periodical contributions from salary to the date of retirement. 

44. We also propose that the added years whioh have actually been purchased by 
the time of cessation of servioe as a Member Should count towards the four-year 
period of service necessary to qualify for pension entitlement. When the cause 
of cessation of service is either death or early retirement because of ill-health, 
the total number of added years of service that the Member has contracted to 
purchase (as distinct from the number actually purohased at that time) should be 
counted for pension purposes and the rates of contribution should be oaloulated 
on a basis that will allow for this. We oonsider that the special circumstances 
of a Parliamentary career justify this. On the same grounds, in oases where a 
Member contracts to purchase added years by periodical contribution and resumes a 
Parliamentary career after a break in servioe, resumption of the purchase of added 
yearB should be at the rate that applied previously. 

45. The details of the arrangement will need to be worked out, and a range of 
contribution rates by both methods of contribution will need to be oaloulated 
in consultation with the Government Aotuary^s Department. For contribution by 
single lump sum payment, we have been advised that the aotuarially calculated. 
Payment factors based on the Parliamentary soheme alone are sufficiently close 
to the factors that are derived from the Publio Servioe Transfer Value tables 

to allow these factors to be used. We take the view that this should be done. 

Appendix A, Table 23. 
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46. We do not consider it appropriate to extend the added years option to the 
supplementary pension scheme for Ministers and other paid office holders. We 
discuss this point more fully in Chapter 4, where we make certain proposals to 
take account of the position of Ministers and paid offioe holders who are Members 
of the House of Lords. 

Recommendatlon* We recommend that tbe Parliamentary Contributory Pension Scheme 
should include provision for the optional purchase by Members of Parliament of 
added years of service that may be counted as reckonable for pension purposes. 
This arrangement should apply only to those who are Members of Parliament at the 
time of its introduction and to those who enter, or re-enter, the House of Commons 
subsequently. The detailed arrangements should be based on the guidelines that 
we have indicated. 

Hl-health retirement 

47. We consider that provision for early retirement on grounds of ill-health 
should be introduced into the Parliamentary pension scheme, to enable a Member 
to retire with immediate payment of pension in these oiroumstanoes. The oircum
stances of an MP*s remployment * are, however, unusual. A Member of Parliament is 
not an *employee* in the standard sense, and it may be that attention will need 
to "be given to this point in working out the details of the arrangement that we 
propose. Apart from stipulating the obvious requirement that early retirement on 
ill-health grounds would have to be supported by independent medical evidence, we 
regard it as appropriate to leave the details of definition and conditions to be 
worked out by those who are responsible for the administration of the scheme. 

48. The scheme should provide for appropriate enhancements to the amount of 
service that is reckonable for pension entitlement when a Member retires early 
on grounds of ill-health1. In all oases, the enhancements should apply only to 
the extent that they do not provide reokonable servioe in excess of the amount 
that would have been reokonable if the Member had continued to serve to age 65. 
A similar arrangement should be available to former Members who have left the 
Bouse of Commons but who have a pension entitlement under the Parliamentary 
scheme which would normally beoorae payable at age 65: if such former Members 
should have to retire from their present employment through ill-health before 
reaching age 65, they should reoeive immediate payment of their * frozen' pension 

The enhancements might be modelled on the arrangements that apply in other parts 
of the public services, modified where necessary to be compatible with the 
circumstances of Parliamentary servioe. 
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entitlement, provided that the ill-health requirements of the Parliamentary 
scheme are met. It would not be appropriate, however, for the enhancement arrange
ments for serving Members to be applied in these cases: the responsibility for 
a facility of this kind would continue to lie with the pension arrangements in 
the individual*s current employment. 

49. We estimate the approximate capital cost of providing an ill-health retire
nient arrangement on these lines to be about £400,000. We discuss later (Chapter 4) 
the implications of extending a similar arrangement to the supplementary pension 
scheme for Ministers and other office holders. 

Recommendat ion. We recommend that provision should be made in the Parliamentary 
Contributory Pension Scheme for early retirement on grounds of ill-health with 
immediate payment of a pension based on redeemable service to date, enhanced where 
appropriate. The provision should be based on the guidelines that we have indicated, 
including the counting in full towards reokonable servioe of any added years a 
Member may have contracted to purchase (paragraph 44)* Former Members who are 
ho longer in the House of Commons, but who have a ^frozen' pension entitlement 
under the Parliamentary soheme, should be entitled to immediate payment of their 
koorued pension (without enhancement) if they have to retire from subsequent 
employment on grounds of ill-health before age 65. 

yidowg' and dependents1 pensions 

50. We have examined the provisions of the Parliamentary scheme for the payment 
Q f pensions to widows and dependent children. The present arrangements provide 
a widow,s pension of half the pension entitlement of her husband and an additional 
l/6th of that entitlement in respect of each dependent child under age 16. A. limp 
Ba"t gratuity equivalent to one year*a salary is also paid to the widow of a 
**aber who dies in servioe. 

51. We suggest a number of improvementa in the widows' pension arrangements. 
First, we consider that the basic pension entitlement should be increased in 
C a ses where a Member dies in servioe. Our reoommendation for enhancement of 
Pension entitlement in cases of early retirement through ill-health (paragraph 49) 
Bbould be applied for the purpose of calculating the amount of servioe reokonable 
for the payment of pension to the widow of a Member who dies in servios (again 
Object to a maximum equal to the amount of service that would have been reokonable 

f*  the Member had continued to serve to age 65). ThiB use of enhancement is 
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common in other schemes that provide an arrangement for retirement on ill-health 
grounds and we consider it appropriate to extend the arrangement to the Parliamentary 
scheme. We estimate the capital cost of this provision to be some £375.000. 

52. Second, we consider that the arrangements for short-term finanoial assistance 
in the early months of widowhood should be improved, to include certain new 
facilities in addition to the gratuity payable to the widow of a Member who dies 
in service. In these circumstances, where the Member who dies in service had the 
necessary amount of service to qualify for a pension, his widow should continue to 
receive his full salary for a period of 3 months, at the end of which the widowfB 

pension and, where appropriate, the pension for dependent ohildren will become 
payable. A parallel arrangement should apply in cases of death in service where 
the Member had insufficient service to qualify for a pension: in these oases, the 
widow should receive the Member,s full salary for 3 months if she has no dependent 
children (as defined under the Parliamentary soheme), fortife months if she has 
one dependent child, and for 6 months if she has two or more dependent ohildren. 
Where a Member dies after retirement, his widow should continue to receive the full 
amount of his pension for a period of 3 months. We also propose that these arrange
tnents should apply equally in the oase of a woman Member who dies leaving a 
dependent widower. We estimate the capital cost of this provision to be 
approximately £150,000, 

53. We have been told that clarification is needed of the pension position of 
the widow, of a Member who dies after retiring between age 6*0 and age 65 with an 
actuarially reduced pension under the existing early retirement option. The 
normal choices in such cases are that where the husband takes an early pension 
with the appropriate actuarial reduction, on his death the widow subsequently 
receives half of the reduced pension; alternatively, a greater aotuarial reduction 
may be applied to the husband^ pension in order to allow the subsequent payment 
of an unreduced widow*s pension (that is, based on the pension that the husband 
would have received if he had ^frozen' his pension entitlement instead of opting 
for the actuarial reduction). We have been told that the legislation which 
ffoverns the Parliamentary scheme does not make clear which of these alternatives 
is intended to be applied. But we also understand that the aotuarial reductions 
aPplied to the pensions of Members who opt for early retirement are based on the 
assumption that the widow,s pension will not be reduced. We consider the second 
approach preferable and we suggest that an early opportunity should be taken to 
olarify the governing legislation accordingly. Ho additional cost will arise. 
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54* Finally, two other improvements in the death-in-service provisions are 
justified. First, the present requirement of 12 months' Bervice as a Member to 
qualify for the death-in-servioe gratuity should be abolished as it has been in 
other pension schemes throughout the public services. Ho significant additional 
cost will arise from this. Second, we oonsider that the administrative arrange
ments relating to the death-in-servioe gratuity should be simplified by allowing 
a Member to nominate wife or husband as next-of-kin in order to facilitate payment 
of the gratuity to a Member'a widow or widower before grant of probate. 

55. We propose no further changes in the pension provisions for widows and 
dependent children. The suggestion has besn made to us that tbe proportions of 
a Member's pension payable in respect both of widows and of dependent children 
should be increased. But we are satisfied that with the improvements that we 
recommend, the parliamentary scheme will provide a satisfactory level of pension 
for widows and dependent ohildren. We should add that our references to the 
provisions of other public servioe pension schemes do not imply that these sohemes 
should provide a rigid measure of the pension benefits that should apply to Members 
of Parliament: this would clearly not be appropriate in relation to particular 
features of the job. Nor do we imply that the provisions of pension sohemes in 
the private sector in general are irrelevant. But we have considered it as right 
and proper to have general regard to the provisions for pensions in other parts 
of the public servioe as a broad check on the arrangements for Members of Parliament. 

Recommendations. We recommend that the enhancement arrangements proposed for 
the calculation of reckonable servioe in cases of retirement through ill-health 
should be applied to the basis of calculation of the pension payable to the widow 
of a Member who dies in servioe. The calculation of the amount of reokonable 
service in such oases should inolude in full any added years that the Member may 
aave contracted to purohase. He also recommend that arrangements for financial 
assistance to widows in the early months of widowhood should be introduced as 
"pooified (paragraph 52); that the legislation governing the Parliamentary soheme 
should be clarified to ensure that the pension of the widow of a Member who was 
in receipt of an aotuarially reduced pension following early retirement under the 
existing arrangements is based on the pension that her husband would have received 
but for the actuarial reduction (paragraph 53)i and that the requirement of 12 
months' servioe to qualify for payment of the death-in-servioe gratuity should be 
abolished. As a matter of simplification and convenience, we further recommend 
"Ijbat a Member should be able to nominate wife or husband as next-of-kin for the 
Purpose of payment of the deatb-in-eervioe gratuity. 
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Early retirement 

56. The present arrangements for voluntary early retirement, which we recommended 
in 1971 require a Member who takeB advantage of them to accept an actuarially r

reduced pension. The penalty imposed by this reduction is heavy: for example, a 
Member with 20 years1 servioe in the House of Commons who opts for this arrange
ment at age 60 would receive a pension of £1,707 a year, compared with £2,667 a 
year which would be received if the pension entitlement were tfro2en* until age 
65 (both amounts are based on the recommended salary of £8,000). 

57* We have considered whether the normal retirement age of an MP should be 
reduced - perhaps to 60 - to improve the position. But without a faster rate of 
accrual of pension entitlement (whioh, as we have explained in paragraphs 36-38, 
we do not see as appropriate) the net result is likely to be that fewer Members 
would be able to serve for long enough to qualify for the full pension entitlement 
by the normal age of retirement. In these circumstances, and against the general 
background of the nature and pattern of a Parliamentary career, we do not consider 
that it would be right to reduoe the normal retirement age at this time. However, 
we consider that a new early retirement option should be introduced. We have 
noted that some other pension schemes with a similar normal retirement age have 
provision for early retirement on immediate payment of the full pension accrued 
to the date of retirement (ie without an actuarial reduction) subject to completion 
of a minimum period of service (commonly, 25 years). He understand that one result 
of incorporating an open option of this kind into the Parliamentary soheme would 
effectively be to reduce, in certain circumstanoee, the normal retirement age of 
65? these circumstances would inolude the payment of preserved pension entitlement 
and the calculation of the maximum pension allowable under the ill-health retire
ment arrangementB that we reootnmend. We see both these oonsequenoes - but 
particularly the one relating to retirement on ill-health grounds - as undesirable 
and, instead, we propose that an option should be introduced into the Parliamentary 
scheme, which could be exercised at the end of a Parliament if a Member were age 
62 or over and had completed 25 years' service as a Member; the exeroise of the 
option in individual cases would be subject to the approval of the Trustees of 
the Parliamentary Contributory Pension Fund. The existing early retirement option 
should continue in being to provide for those Members who want to retire early but 
who do not qualify under the new arrangement. We estimate the oapital ooat of 
this provision in practice to be not muoh above £50,000. 
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Recommendation. We recommend that an additional early retirement option to be 
exercised at the end of a Parliament should be introduced, under which any Member 
who has reached the age of 62 and has completed 25 years' service in the House of 
Commons would be able to retire, subject to the approval of the Trustees of the 
Parliamentary Contributory Pension Fund, with immediate payment of the pension 
entitlement accrued to the date of retirement. 

Rates of contribution 

58. The implementation of our recommendations for improvements to the Parliamentary 
pension scheme will give rise to a total capital cost of some £1^ million (excluding 
"the scheme for the Optional purchase of added years of reokonable service, the 
cost of which will be borne entirely by the individual Member). This will require 
an increase of rather more than 1-J per oent in the total contribution under the 
scheme, and will raise it from 23& per cent to nearly 25̂ - per cent of the Member,s 
pensionable salary. (The total contribution includes both the current contribution 
from Members and from public funds - whioh together amount currently to 15 per cent 
of pensionable salary - and the deficiency payments met entirely from public funds). 

59. We have considered how the additional cost should be met. Clearly, Members 
will receive substantial benefits from the improvements that we have recommended, 
and they should therefore bear some part of the cost. On the other hand, some 
1 per cent of the additional contribution will be required to fund the improvements 
in respect of the past service of serving MemberB (including the cost of the 
"Additional years of reckonable service prior to October 1964 which we have recommend
od should be met entirely from public funds). We propose that this part of the 
"Additional contribution should be met from public funds, and that the balance should 
he met by increasing the contribution required of Members. 

60, We have said that we do not regard the provisions of other public service 
pension schemes as an absolute standard for the Parliamentary scheme. Neverthe
less, the improvements which we have reooramended will bring the benefits of the 
Parliamentary scheme close to those provided in public servioe schemes generally; 
where those schemes are contributory, a standard rate of employee,s contribution 
of 6 per cent of pensionable salary is applied. In these circumstances, we 
consider it appropriate that the Members* contribution rate should be increased to 
6 per cent of pensionable salary. This will restore the proportion of the current 
oost of the scheme borne by Members to approximately -$the of the total. 

Roonrnmawaation. We recommend that the cost of implementing the reoommended improve
vents in the Parliamentary pension scheme should be met in part by increasing the 
contribution required of Members from 5 per oent to 6 per oent of pensionable 
S a l a r y . The balance of the cost should be met from publio funds. 
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CHAPTER 4 : THE REMUNERATION OP MINISTERS AND OTHER OFFICE HOLDERS 

Background 

6*1. We now consider the issues that arise on the Ministerial pay structure, 
including the position of Ministers and other office holders who are Members of 
the House of Lords; the salary levels appropriate to the range of appointments 
covered by our remit; and Ministerial pensions (inoluding the statutory pensions 
attached to the offices of the Prime Minister, Mr Speaker and the Lord Chanoellor). 
A list of the Ministerial and other appointments with which we are concerned, and 
the current salaries, is in Appendix C, 

62, These salaries have been in force since 1 April 1972 when, following the 
introduction of the necessary legislation, the recommendations in our First Report 
in November 1971 were implemented1. In addition to the salary attached to the 
particular appointment, Ministers and offioe holders who are Members of the 
House of Commons are eligible, with oertain modifications, for the allowances 
available to MPs and are paid both the London supplement and the Parliamentary 

salary. In our Report No 7, we recommended that the Parliamentary salary should 
be increased from £3 ,000 to £5 ,000 . This recommendation has not yet been 
implemented in full: Cabinet Ministsrs have eleoted to oontinue to be paid the 
1972 Parliamentary salary of £3 ,000 and other Ministers and office holders are 
currently paid £3 ,700. 

63 . Ministers and other office holders who are Members of the House of Lords 
are not eligible for the Parliamentary salary or for the allowances (other than 
the London Supplement) available to those in the House of Commons, However, by 
resolution of both Houses of Parliament, since 13 June 1975 they have been entitled 
to claim against the Peers' expenses allowance up to a maximum of £700 a year: the 
first £100 a year of these claims is allowed free of tax. 

Our approach 

64. Before dealing in detail with the Balary levels of Ministers and other office 
holders, we desoriba the general considerations that we have taken into aooount 
in arriving at our conclusions, 

1 The offioe of Prinoipal Deputy Chairman of Committees in the House of Lords 
has been created sinoe our laBt review and with effect from 10 April 1974. 
The current salary of £5 ,500 a year corresponds to the current (l April 1972) 
salary of the Deputy Chairman of Ways and Means. 
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65. We have already said (paragraph 7) that the salary levels which we now 
recommend are those that were appropriate at 13 June 1975, the date on 
which wc submitted our earlier recommendations. At that time, the current 
salary levelB for Ministers and other office holders had been in force unchanged 
for a little over three years - a period during which the general index of 
retail prices rose by some 63 per cent, average salaries "by some 64 per cent 
and average earnings by some 74 par oent . Obviously, these price and wage 
movements cannot be oonsidered in isolation, but they are indicators of the 
extent to which the value of the pay of Ministers and offioe holders has been 
eroded during a period of rapid inflation in whioh there has been no review 
of their salaries. Judged against the intervening inorease in retail prices, 
for example, the Cabinet Minister^ April 1972 salary of £13,000 was worth 
some £7,975 in June 1975 (and some £6,890 today). Clearly, some acoount of 
this has to be taken in our recommendations. 

66. Other factors also have to be taken into aooount against this general 
background. The salary that we recommended for Members of Parliament included 
an element of revaluation of the job whioh our inquiries showed to be justified. 
It is clear that the demands of Ministerial offioe are heavy, but this has 
long been BO and the evidenoe suggests thati in general, the weight of responsib
ility has not changed across the whole field of Ministerial and other appoint
ments since our last review.to an extent whioh would justify an overall revalua
tion of the appointments with which we are concerned. Our general approach ia, 
therefore, to bring the salaries up to date. Nevertheless, a measure of 
revaluation iB appropriate for Qartain posts and levels of appointment either 
because of changes in the nature or circumstances of the job, or because 
experience has indicated that the level of salary that we recommended in 1971 
did not fully reflect the position at that time. In recommending revised 
levels of salary for Ministers and offioe holders, we have to bear in mind our 
earlier recommendations for MPs1 pay and for the Parliamentary salary as well 
as the salaries recommended in our Report No 6̂  for senior appointments in 

' The movement in average salaries is based on the index of average salaries 
to April 1975 and promoted to June 1975 by the index of average earnings. 
Because of the significant increase in the index of average earnings between 
June and July 1975, whioh arose in part from agreements with ratroapeotive 
effect to mid-June or earlier, an average of the May and July indices has been 
used in place of the June index. 
Although there may have been individual exceptions, most notably in the oase 
of the Secretary of State for Northern Ireland - an appointment whioh did not 
exist at the time of our last review. 

^ P^view Body on Top Salaries, Report No 6: Report on Top Salaries - Cmnd. 5846, 
December 1974. 
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other parts of the public services. The level of earnings outside Parliament are 
also relevant "both in particular oases (for example, judicial salaries to the 
salary of Lord Chanoellor, snd professional earnings to the salaries of the 
Law Officers) and overall: it is clear that in general salaries equivalent 
to levels at the upper end of the appointments with which we are oonoerned 
here have increased significantly more slowly between 1972 and 1975 than has 
the level of average salaries (which was approximately £2,250 in April 1972 
and estimated at a little over £3,700 in June 1975)* Evidence of this is also 
provided in the Report on Higher Incomes from Employment1 of the Royal Commission 
on the Distribution of Income and Health. We take full aooount of this factor 
in our recommendations. 

2 
67. Finally, as we recognised in' our First Report , some aooount has to be 
taken of the "total salary' of Ministers and office holders which, for those 
who are Members of the House of Commons, includes the Parliamentary salary 
which we have recommended should be £5,000 a year. In the course of thiB 
review, we have received representations about the position of Ministers and 
office holders in the House of Lords. Most of those who have raised this matter 
with us have been concerned at the differenoe in total remuneration between an 
appointment in the House of Lords and another at the same level in the House of 
Commons. There are two separate but related aspects to this problem. The first 
is that Ministerial salaries in general are now more than four years out of 
date so that, for example, a Parliamentary Secretary or Under Secretary in 
the House of Lords currently reoeives a lower salary (£5(500) than a backbench 
KP (£5,750 following the restricted implementation of the recommended salary of 
£8,000 in our Report No 7)* The second is the difference in total remuneration 
that stems from the fact that Ministers and office holders in the House of 
Commons receive the salary attached to the office and in addition the 
Parliamentary salary, whereas Ministers and office holders in the House of 
Lords receive only the salary attached to the office and the London supplement 
(for which all Ministers and office holders are eligible) and have their limited 
entitlement to claim against the Peers' expenses allowance. 

68. The Parliamentary Balary and the allowances available to Ministers and 
office holders in the House of Commons recognise the additional burden of 
constituency duties and responsibilities whioh they oontinue to carry and which 
Members of the House of Lords do not have. Moreover, since our 1971 review, 
^ Royal Commission on the Distribution of Inoome and Health, Report No 3: Higher 
Inoomes from Employment - Cmnd. 6383, January 1976: Chairman, Lord Diamond. 

Review Body on Top Salaries, First Report: Ministers of the Crown and 
Members of Parliament - Cmnd. 4836 (paragraph 91)* 

28 

2 



the Parliamentary Balary has bean recognised ae providing an element of rsmunsra
tion for the work of representing a constituency whereas, previously, it had 
been related notionally to the average amount of expenses incurred in carrying 
out Parliamentary duties. However, the relationship of the Parliamentary salary 
both to the full Member*s salary and to the salaries of Ministers and other 
office holders will need to be re-examined at the time of the next review of 
Parliamentary remuneration and in the light of the circumstances at that time. 

69. It has also bean suggested to us that, because of the differences in total 
remuneration, a higher salary should be paid to Ministers and offioe holders in 
the House of Lords than to the equivalent appointments in the House of Commons. 
But a differential salary struoture of this nature oould be justified only if 
the workload or level of responsibility (or both) of Ministers and office 
holders in the House of Lords were generally greater than for the equivalent 
appointments in the House of Commons. We have found no evidence to support 
this and we do not recommend suoh a differential in Ministerial salaries. 

70. In the following paragraphs we discuss tbe detailed issues and put 
forward recommendations for the Ministerial and other offices with whioh 
we are concerned. We have also shown separately (paragraph 104) our recommended 
salaries in net-of-tax terms, based on the June 1975 tax position of a married 
man with no dependent ohildren and with no other allowances. Levels of taxation 
have not in any way influenced the level of salaries we have recommended and 
will vary, of oourBe, for individuals depending on their own tax situation and 
on the level of taxation at any particular time. Nevertheless, our recommendations 
will inevitably be the subject of muoh public comment, and it is right - in our 
view - that suoh comment should be made in the light of knowledge of the likely 
effects of taxation on the salary levels that we recommend. 

Ministerial pay1 struoture 

71. Prior to our 1971 review, four levels of Balary existed for Ministerial 
appointments: Cabinet Ministers (together with oertain senior Ministers outside 
the Cabinet and oertain Ministers of State)I other senior Ministers (inoluding 
some Ministers of State); other Ministers of State; and Junior Ministers 
(Parliamentary Secretaries and Under SeoretarieB of State). As a result of 
that review we conoluded1 that Cabinet Ministers and Junior Ministers were well
defined classes of Ministerial appointment for which fixed salary levels 

 Review Body on Top Salaries. First Report! Ministers of the Crown and Members 
of Parliament - Cmnd. 4836 (paragraph 97). 
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continued to be appropriate. But we found that the intermediate levels 
of appointment formed a less well-defined group covering a wide range of 
responsibilities. We reoommended for this group a broad salary range of 
£7)500 to £9,500. These limits were intended to oorrespond to the higher 
and lower levels of intermediate responsibility, and the range was intended 
to provide a measure of flexibility in relation to the salary levels appropriate 
for individual appointments within the group. 

72. Our recommendation was implemented but, in practice, the Ministers covered 
by it have since been paid at one or the other limit of the range. For our 
part, we would still consider it appropriate for the system of a salary range 
for this group of Ministers to be implemented. It is not, of course, for us to 
suggest which individual Ministerial appointments Bhould be paid at particular 
levels within the range. Nevertheless, it may be helpful to give some indication 
of the approach underlying our recommendation. We envisage as a general 
guideline that the upper limit of the range should be reserved for senior 
Ministers outside "the Cabinet: that ie, senior Ministers who hold responsibility 
for specific areas of work within a Department of State or who hold appointments 
that carry the same status. We also consider that a somewhat narrower salary 
range would be more appropriate than a simple up-dating of our 1971 recommendations 
would provide. We have allowed for this in our recommendations. 

Ministers 

73. We are satisfied that a three-tier pay structure for Ministers oontinues 
to be appropriate (paragraphs 71"72). At the upper end of the structure, 
we consider that the salary of Cabinet Ministers ought to be brought up to 
date, but that revaluation by referenoe to changes in the weight of responsibility 
is not called for at this stage: after taking account of the other considerations 
that we have described, we oonclude that a salary of £18,000 a year is appropriate 
in June 1975 terms. On the assumption that our earlier recommendation of a 
Parliamentary salary of £5,000 is implemented, this would provide a recommended 
"total salary of £23,000. 

74. At the lower end of the Ministerial structure, we do not consider that 
major revaluation is neoessary for Junior Ministers, but we consider it 
important to establish a proper relationship with the salary (£8,000) that 

30 



we recommended for MPs in our earlier report. It is clearly right 
for Junior Ministers to have a salary lead over the remuneration of back-
hench MPs and this applies equally to Junior Ministers in the House of 
Lords who do not receive the Parliamentary salary. Furthermore, insofar as 
the movement in outside earnings at oomparable levels of salary between April 
1972 and June 1975 is one indicator to whioh we have some regard, it clearly 
supports a relatively greater increase than would be appropriate at higher 
levels of salary. In the light of these considerations, we see a salary of 
£8,500 a year as appropriate for Junior Ministers; this provides a recommended 
total salary for Junior Ministers in the House of Commons of £13,500 - again 
assuming implementation of our recommended Parliamentary salary of £5,000. 

75. The salaries for Ministerial appointments in the middle group of the 
structure should continue to be derived from within a range, and we have 
indicated our own view on the type of appointment for which the maximum of 
the salary range would be appropriate (paragraph 72). We consider that the 
range should be £11,000-£13,000 a year, whioh would produce recommended total 
salaries ranging from £16,000 to £18,000 a year. 

Reoonimandati on- We recommend the following annual salaries as appropriate to 
Ministers of the Crown, in June 1975 terms: 

Ministerial salary Total salary 
£ £ 

Cabinet Ministers 18,000 23,000 

Senior Ministers not maximum 13,000 18,000 
in the Cabinet/ 
Ministers of State minimum 11,000 16,000 

Parliamentary Secretaries 
and Under Secretaries 
of State 8,500 13,500 

Note: (a) Including the Parliamentary salary recommended in 
our Report No 7 for Ministers who are Members 
of the House of Commons. 
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Prime Minister 

76. The present salary of the Prime Minister is £ 2 0 , 0 0 0 (of which £5 ,000 

is free of tax) and the Parliamentary salary is £ 3 , 0 0 0 , giving a current total 
salary of £ 2 3 , 0 0 0 . No revaluation is called for on this occasion and we 
consider VnsA "the appropriate salary for -the tjffioe of Prime Minister  1B 
£25,000. Together with our recommended Parliamentary salary of £5 , 0 0 0 , this 
will give a total salary of £30 ,000. 

77. The tax-free element in the Prime Ministor*s salary recognises the 
special expenses, not defrayed out of Votes, vhich neoeBsarily accompany 
this unique office. Measured against the rise in costs and prices since 
April 1972, the tax-free element of £5 0 0 0 which was accepted as right then f 

is no longer adequate, and we consider that it should now be increased to 
£6 , 000 . 

RarirmmandatioS.. He recommend that the annual salary of the Prime Minister 
should be £25 ,000 (providing a total salary of £ 3 0 , 0 0 0 ) , of which £6 ,000 

should be free of tax in recognition of the special expenses of the office. 

Mr Speaker 

78. The salary of the Speaker of the House of Commons is currently the 
same as the salary of a Cabinet Minister ( £ 1 3 i 0 0 0 plus the Parliamentary 
salary). He endorsed this as an appropriate relationship in our 1971 review \ 
and we take the same view now. 

79. The salary of Mr Speaker, like that of the Prime Minister, contains 
a tax-free element in recognition of the special expenses, not defrayed out 
of Votes, of the office. The current tax-free element is £ 4 , 0 0 0 , He consider 
it appropriate for the tax-free element to be increased to £5 , 000 , 

Reo ommendati ofi. We recommend that the annual salary of Mr Speaker should 
be £ 1 8 , 0 0 0 (providing a total salary of £ 2 3 , 0 0 0 ) , of which £5 ,000 should be 
free of tax in recognition of the special expenses of the offioe. 

Review Body on Top Salaries, First Report: Ministers of the Crown and 
Members of Parliament - Cmud, 4836 (paragraph 109). 
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80. The salary of the Lord Chancellor is currently £20,000 a year, of Khioh 
£2,500 recognises his function as Speaker of the House of Lords. 

81, in our 1971 review, we noted that the office of Lord Chancellor is unique 
in that it combines the funotion of Head of the Judioiary with the Ministerial 
duties of a Cabinet Minister^. This oontinues to be so. He recognised in 
1971 that, in judging the appropriate level of salary, account had to be taken 
of both judioial and ministerial salaries, but we were of the opinion that 
the burden of the Lord Chanoellor*8 functions had become increasingly Ministerial 
in nature, 

82, He returned to this issus in our Report on Top Salaries following our 
Review of the pay in the four areas of the public services that are within our 
standing terms of reference. In considering the pay of the most senior levels of 
"the higher judiciary, naturally we had to have regard to the position of the 
Lord Chancellor as overall head of the judiciary and, while we confirmed that 
"the level of Ministerial salaries must have a bearing on the salary of the 
Lord Chancellor, we recognised that it would be wrong for the largely political 
constraints on the level of Ministerial salaries to act as an artifioial restraint 
to a sensible judicial salary structure. Our recommendations for the salaries 
of High Court Judges and more senior judicial appointments (some 100 appointments 
in all) consequently exceeded the salary of £20,000 then (and now) paid to the 
Lord Chancellor; however, the staging of the implementation of our recommendations 
has meant that 14 only of those appointments are as yet paid more than the 
Lord Chancellor. He noted also that it would be necessary for this issue to 
be considered in the next review of Ministerial pay. 

83. We have found this to be one of the more difficult issues with whioh we 
have had to deal in our consideration of Ministers" salaries. Clearly, as the 
Lord Chancellor has a dual role, both Ministerial and judicial pay levels must 
continue to be taken into account in assessing the salary of the office. But we 

have given further consideration to the relative importance of Ministerial 
and judicial functions in the light of the evidence given to us both in the 
course of the review of judicial salaries and in relation to our present remit; 

^ Review Body on Top Salaries. First Report: Ministers of the Crown and Members 
of Parliament - Cmnd, 4836 (paragraph 99). 
Review Body on Top Salaries, Report Mo 6: Report on Top Salaries - Cmnd. 5646 
(paragraphs 89-90), 
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and, we have concluded that the constitutional position of the Lord Chancellor 
as Head of the Judiciary is of prime importance. In this capacity, the Lord 
Chancellor has the sensitive role of providing a link between the independent 
judiciary and Government and as such his judicial function must influence his 
function as a Cabinet Minister. It is right therefore that, while the Lord 
Chancellor^ salary should not be determined in isolation from Ministerial 
salaries in general, it should be pitched at a level relative to the judicial 
pay structure that confirms the position of the offioe vis-a-vis the judioiary. 

84. We consider that the appropriate salary for the Lord Chancellor in June 
1975 terms is £27,000, This provides parity with the salary recommended in our 
Report on Top Salaries for the Lord Chief Justice (whose current salary is 
£23,050 because of the staged implementation of our recommendations). 

85. We have again considered the element in the Lord Chancellor*s salary 
that should be attributed to his function as Speaker of the House of Lords. 
Cur 1971 recommendations changed the balance of the two elements from £4,000 
out of £14,500 to the present £2,500 out of £20,000. We oonclude that the 
present apportionment of the salary between the two functions remains broadly 
right and that the element that recognises the Lord Chancellors function as 
Speaker of the House of Lords should now be £3,500, 

Rennmnandation. We recommend that the annual salary of the Lord Chancellor 
should be £27,000, including £3,500 to be paid in recognition of his function 
as Speaker of the House of Lords, 

Law Officers 

86. A comparable problem arises over the salaries of the four Law Officers, 
They, too, have a dual function, but to a lesser extent than in the case of the 
Lord Chancellor. Nevertheless, it remains important to assess the Law Officers' 
salaries in relation both to Ministerial pay and to professional earnings at 
the Bars in England and Wales and in Scotland, In our 1971 review we aooepted 
that the salaries should be suoh as to emphasise the importance of the offioes 
in the eyes of the legal profession in each country and thus to attract lawyers 
of the right quality to Parliament, and that the salaries therefore should not 
be too far out of line with current professional earnings1. It was also olear 

 Review Body on Top Salaries. First Report! Ministers of the Crown and Members 
of Parliament - Cmnd, 4836 (paragraphs 101 -102). 
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"to us, however, that a satisfactory relationship with Ministerial salaries 
had. to be established, and our reoommendations at that time narrowed the 
differential between the salaries of the Attorney General and of Cabinet 
Ministers. 

87. The general principles that we established in 1971 remain valid now. But 
we consider it right to narrow still farther the differential between the salaries 
of the Attorney General and of Cabinet Ministers. He regard a salary of 
£19,000 as appropriate for the Attorney General against the recommended salary 
of £18,000 for Cabinet Ministers. With the recommended Parliamentary salary 
of £5,000, this provides a total salary of £24,000 for the Attorney General, 
which in turn provides an appropriate relationship to current professional 
earnings. 

88. The salaries of the Solicitor General and the Lord Advocate are currently 
the same and, at £11,000, lie between the top of the range for the middle 
group of Ministers and the salary of Cabinet Ministers. He consider that 
these two offices should continue to be paid equally, and that the same 
broad relationship to other Ministerial salary levels should be maintained. 
Against £19,000 recommended for the Attorney General, we consider £15,000 
to be appropriate for both the Solicitor General and the Lord Advocate: with 
the addition of the recommended Parliamentary salary, this will provide realistic 
total salaries when measured against current professional earnings. 

89. The current salary of the Solicitor General for Scotland is £7,750. 
It has been represented strongly to us that this is an inadequate reflection 
of the responsibilities and status of the job. We agree with this view. 
When we recommended the present salary in 1971, the information then available 
to us on current professional earnings pointed to £7,750 as an appropriate 
salary level. We have since learned that earnings at the Soottish Bar increased 
substantially shortly thereafter, as the fees in operation at that time had 
been unchanged for up to ten years. In practioe, we have been told that they 
were increased by 68 per oent overall shortly after the end of 1971 and by 
a further 28 per cent in 1974, with consequent effects upon the levels of 
professional earnings. Our attention has alBo been drawn to the fact that 
the salary of Advocate-Deputes, who are responsible to the Solicitor General 
for Sootland, is £9,000 for a part-time commitment to publio offioe whioh does 
not prevent them from undertaking private practioe. Furthermore, it seems 
to have beoome established praotioe that the Solicitor General for Scotland 
is not a Member of Parliament and, in consequence, he does not reoeive the 
Parliamentary salary (neither, of course, does he have the constituency duties 
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"that the Parliamentary salary recognises). We understand that one effect 
of the absence of constituency duties is that additional work and responsibility 
of a Ministerial character tends to fall on the Solicitor General for Scotland. 

90. The evidence put to us clearly indicates that the current salary of 
£7(750 seriously undervalues the office and, in retrospect, we take the view 
that our 1971 recommendation of that salary was - even at that time - pitohed 
too low. In the light of all the circumstances, we consider that the salary 
of the Solicitor General for Scotland should be increased to £13,000. 

Recomendat^nTi- We recommend that the salaries of the Law Offioers should be: 

Salary Total salaryK 

£ £ 
Attorney General 
Solicitor General 

19,000 
15,000 

24,000 
20,000 

Lord Advocate 15,000 20,000 
Solicitor General for Scotland 13,000 l3,ooo(b) 

Notes: (a) Including the Parliamentary Balary reoommended in our 
Report No 7 for Ministers and other paid offioe holders 
who are Members of the House of Commons. 

(b) The present Solicitor General for Scotland, like a 
number of his predecessors, is not a Member of Parliament. 

Other offioe holders 

91. Certain other paid offices in both the House of Lorde and the House of 
Commons fall within our remit. They range from the Leader of the Opposition 
in both Houses to Opposition Whips in the House of Commons. Before we consider 
the paid offices in detail, we make three general points. First, we do not 
consider that there is a case for a general revaluation of the offices concerned 
although some revaluation of individual offices is necessary. In general 
therefore, we have aimed to bring salaries up to date against the same criteria 
as we have applied to Ministerial salaries (paragraphs 64-66). Seoond, the 
issue of different total salaries for office holders who are Membera of the 
House of Commons and those who are Members of the House of Lords again arises) 
we have already made clear our views on this problem (paragraphs 67-69). Finally, 
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we have considered the number of paid offices. Representations have been 
made to us that it should be increased: some 23 par cent of the Members of 
Parliament who responded to our questionnaire suggested that certain additional 
offices should be paid: these include additional Opposition Whips, Opposition^ 
spokesmen and Chairmen or members of Select Committees or Standing Committees . 
We take the view, however, that the present range of paid offices meets the 
needs of Parliament and that it should not be extended at this time: indeed, 
w% -take the view that it should be reduoed in one instanoe. We have also given 
careful consideration to the suggestions that were put to us for paying the 
leaders of other opposition parties in Parliament. But we continue to see, at 
any rate for the present, a clear distinction in Parliamentary terms between 
the Leader of the Opposition, as the leader most likely to be called upon to 
Provide an alternative Government, and the leaders of minority opposition parties. 
We have also taken into account the fact that, since 1 January 1975, provision 
has been made from public funds for financial assistance to opposition parties 
on the basis of a formula related to the number of seats hold and the number 
of votes received: this arrangement will have helped the position of leaders of 
minority parties to some extent. 

eghe Leader of the Opposition the HO U P "  " f n r"T""l

92. We have given consideration to the office of the Leader of the Opposition: 
the current salary of £9,500 equates to the inatimum of the current salary 
range for the middle group of Ministers. Maintenance of that parity in our 
Present recommendations would provide a salary of £13,000. In our view the 
time has come when it would be more appropriate to pay the Leader of the 
Opposition, as the most likely alternative Priiie Minister, a salary somewhat 
above the top of the range for the middle group of Ministers, but below the 
salary0 f a Cabinet Minister. We propose an annual salary of £14,000 for the 
Leader of the Opposition. 

Opposition WMpa 

93. We propose one change from the recommendation that we made in 1971 for 
the payment of two Opposition Whips in addition to the Opposition Chief Whip. 
Both the Opposition Chief Whip and the Deputy Opposition Chief Whip serve not 
only their party but the House of Commons as a whole; we are olear that these 
offices should continue to be paid. But further evidence has caused us to 

Appendix A, Table 21. 
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reconsider our previous proposal for the payment of a third Opposition Whip, 
and we now suggest that this should cease to be a paid office from the end of 
the present Parliament; meanwhile the rate of payment for the additional Whip 
should remain unaltered. 

Recommendation. We recommend that the annual salaries of office holders in 
the House of Commons should be: 

Salary
£ 

 Total salary^ 

Leader of the Opposition 
Chief Whip 
Opposition Chief Whip 
Chairman, Ways and Means 

14,000 
13,000 
9,500 
9,500 

19,000 
18,000 
14,500 
14,500 

Deputy Chairman, Ways and 
Means 8,500 13,500 

Zteputy Chief Whip 
Government Whips 

7,500 
6,000 

12,500 
11,000 

Opposition Deputy Chief 
Whip 6,000 11,000 

Note: (a) Including the Parliamentary salary recommended in 
our Report No 7 for Ministers and other paid offioe 
holders who are Members of the House of Commons. 

We further recommend that the additional Opposition Whip post should cease 
to be a paid office from the end of the present Parliament; until then the 
current salary should remain in payment. 

Office holders in the House of Lords 

94. We have examined the office of Leader of the Opposition in the House of 
Lords and have concluded that a salary of £6,000 would be appropriate in June 
1975 terms. For the remaining paid offices in the House of Lords only a 
general up-dating of salaries is called for. 

Recommendation. We recommend that the annual salaries of other offioe holders 
in the House of Lords should he: 
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t 
9*500 

Chairman of Committees 
9 , 5 0 0Chief Whip

Principal Deputy Chairman of Committees 
7.500 

Deputy Chief Whip 
7,000 

Government Whips 
6,000 

Leader of the. Opposition 
4,000 

Opposition Chief Whip 

Ministers1 pensions 

9 5 .  M . aspects of the pension, of Ministers and other paid offioe holders 
need to he ordered: the optional supplementary pension soheme for HUasters 

. ,,^ fnilowin*t our recommendations in 1971 iq

and offioe holders which was introduced roncwine ^** * n -bh  offioes of Prime Minister, Mr Speakerand the statutory pensions attached to tnee omuwo u* 
and the Lord chancellor. 
96. On appointment as a Minister or other paid offioe holder in the H e r e o f 

Commons, Members of Parliament continue to participate in the pension arrange
ments under the Parliamentary Contributory Pension Soheme, M they are also 
eligible to opt to pay additional oontri^tione towards a supplementary p e n s ^ 
entitlement in respect of their Ministerial servioe and salary. Under this-n+i^ n nensio  in respect of their additional^arrangement, they become entitled tto pensionn m
salary over and above the pensionable salary of a backbench MP . 
97 . One or two points on the working of the optional supplementary schema 
have been brought to cur attention. The present provisions allow newly
appointed Masters or office holders 3 months i*which to decide whether or 

. T+ van been suffltested that this time limit 
not to participate in the scheme. It has oeen suggo 
is too restrictive and that a longer period for decision is desirable (subject 
to the deduction of the additional contributions automatically until the decision . ^ , ,3 . ^^HAH n full for individuals who opt out of theis taken, when they could be refunded  iin n u i ^ 
supplementary soheme). W.have not inched oloealy into the detail of an 
arrangement of thisfcind,as it se^s to us to he largely a matter of the 
administration of the existing arrangements that does not oall for a specific 
recommendation from us. nevertheless, the proposal seems both sensible and 

. .. . JJ. ahftuid be examined further,practical, and we suggest that it should oe 

1 n* . - *  last vear of our recommended salary for an MPa n n AThe Goverrent's accepta^e^lastyea^ox  produce the situationB 6 S o o u l d(£8,000) as a notional salary for  Commons wouldH o u s e  o fthat Opposition Whips and^^^^^Seme as their current total 
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98. The position under the supplementary Boheme of Ministers and other paid 
office holders in the House of Lords has also given rise to some difficulty. It 
is a requirement of the basic Parliamentary pension scheme that members must serve 
a period of four years before they have any entitlement to a pension. A 
period of qualifying service is a basic requirement in all pension schemes. 
The same limitation applies to the supplementary scheme, but Ministers and 
, offioe holders who are (or have been) Members of Parliament can reckon their 
previous service in the House of Commons towards the qualifying period of four 
years. Those who have no such service consequently have to serve as a Minister 
or office holder for the full four years before they become entitled to a pension, 
although their contributions may be refunded if they cease to participate in the 
supplementary soheme before oompletion of the qualifying period. It has been 
suggested to us that four years is an unduly long qualifying period in the 
context of Ministerial or other appointment, and that a shorter period should be 
applied to Ministers and offioe holders to allow for the position of those 
who are Members of the House of Lords. 

99. We have some sympathy for this point of view. We have already indicated 
(paragraph 46) that we do not oonsider it appropriate to extend to the supple
mentary scheme the provisions for the optional purchase of added years that we 
have recommended for introduction into the basic soheme for Members of Parliament. 
Such an extension would give those Ministers and office holders who are Members 
of the House of Commons the opportunity to purchase added years in respect of 
both their jobs. In our view, this would not be proper. But we have considered 
whether it would possible to provide for the position of Ministers and offioe 
holders who are Members of the House of Lords by recommending a shorter period 
of qualifying service for pension entitlement in relation to the supplementary 
scheme than the 4 years that currently applies. Such an arrangement would make 
little or no difference to Ministers and offioe holders who are Members of the 
House of Commons as, in the great majority of oases, their previous service 
as MPs would oount for this purpose. But it oould be of advantage to those 
in the House of Lords. We reoognise the difficulties inherent in this ooursst 
the basic qualifying period of 4 years in recognition of the peculiar nature 
of Parliamentary employment, is in itself more favourable than applies generally. 
But we believe that for this purpose, a qualifying period of 3 years would be 
acceptable. We make no specific recommendation at this time, but we suggest 
that the possibility of introducing such an arrangement should be examined 
further, 
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100, We have considered whether the ill-health retirement arrangements that 
we have recommended for Members of Parliament (paragraph 49) Bhould also be 
applied to the supplementary scheme for Ministers and office holders. We have 
concluded that the service enhancement arrangements would not be appropriate 
for the same reason as we have not recommended an extension of the added years 
provisions (paragraph 99). But it would be right for a limited benefit to apply, 
a a d we propose that, subject to satisfying the requirements of the ill-health 
a r r a ngements reoommended for Members, participants in the supplementary soheme 
should be entitled to immediate payment of their pension entitlement accrued to 
date as Ministers or office holders. 

RecommftTiflatipn. We recommend that Ministers or office holders who are obliged 
*o retire early on grounds of ilWiealth should reoeive immediate payment of the 
pension entitlement accrued to date under the supplementary soheme, subject to 
the other requirements of the ill-health retirement arrangements for Members of 
Parliament being met. This arrangement will also apply to former Mini stars or 
office holders who are no longer in offioe but who have a pension entitlement 
u r " i e r -the supplementary scheme. 

101. Statutory pensions are attached to the offioes of the Prime Minister, 
Mr Speaker and the Lord Chancellor. The current levels of pensions, following 
0 0 1 1 1971 recommendations, are: 

Prime Minister £7,500 
Mr Speaker £6,500 
Lord Chancellor £8,500 

H e suggested in our First Report1 that consideration should be given in the future 
to fixing each statutory pension as a percentage of the salary of the offioe, 
thereby removing the need to reoonsider the amount each time the salary is revised. 
The Parliamentary and other Pensions Aot 1972 (section 29) puts this recommendation 
into effect. The Parliamentary and other Pensions and Salaries Bill currently 
before the House of Commons further provides that the statutory pensions oould 
also be paid in relation to a notional salary for pension purposes, aB for MPs
and Ministers' pensions, 

102. The statutory pensions are very different in oonoept from normal pension 
arrangements. They are payable on leaving the relevant office, irrespective of 
the length of service in it. On the other hand, holders of the three offioes 
lose entitlement to participate in the normal Parliamentary scheme (our 1971 —  - -
Review Body on Top Salaries. First Report: Ministers of the Crown and Members 
of Parliament - Crand. 4836 (paragraph 118). 
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recommendation' that, where appropriate, they should he allowed to continue 
participation in the basic Parliamentary scheme was not put into effect). 
Furthermore, by well-established convention, former Lord Chancellors do not 
return to practice at the Bar and, by custom, former Speakers of the House of 
Commons do not return to the backbenches for more than a minimal period. Former 
ftlae Ministers may return to the backbenches but, if they acoept the 
statutory pension when they leave offioe, they are entitled only to the 
Parliamentary salary of a Minister and not to the full salary of a Member 
of Parliament. 

103. The existing arrangements applied to the salary recommendations that we 
Put forward will provide the following statutory pensions: 

Prime Minister £ 9*375 
Mr Speaker * 9,000 
Lord Chancellor £11,475 

Wo consider that these levels of statutory pension are reasonable and that no 
further recommendation on our part is necessary at this stage. 

The effaots of taxation 

104. We have already explained (paragraph 70) our purpose in referring to our 
salary recommendations in net-of-tax terms. We think it right that the recommended 
salaries should not be judged entirely in isolation from the effects of taxation, 
although the assumptions we have made in arriving at pos-Wtax figures are perforce 
arbitrary and individual tax positions may, of course, vary quite widely. 
Nevertheless, our figures provide some indication of the likely impact of 
taxation. On this basis, the salaries that we now reoommend will produoa the 
following levels of net annual salary: 

Review Body on Top Salaries, First Report: Ministers of the Crown and Members 
of Parliament - Cmnd. 4836 (paragraph 119). 
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Recommended Recommended Recommended 
salary total ealary(a) total salary 

net of tax (b) 

£ 
Prime Minister 
Lord Chancellor 
Mr Speaker 

25,000^ 
27,000p 
18,000' 

(c 
3o,ooo)d27,ooo)a 

23,000 

15,848 (o) 
10,358/ ,
13,591 V e  ; 

Cabinet Ministers 
Senior Ministers not 
in the Cabinet/Ministers 
of State 

max 
min 

18,000 
13,000 
11,000 

23,000 
18,000 
16,000 

9,678 
8,591 
8,091 

Parliamentary Secretaries 
and Under Secretaries of 
State 8,500 13,500 7,344 

Attorney General 
Solicitor General 
Lord Advocate 
Solicitor General for 

19,000 
15,000 
15,000 

24,000 
20,000 
20,000 

9,848 
9,091 
9,091 

Scotland 13,000 13,000 7,194 
(House of Commons): 
Leader of the Opposition 
Chief Whip 
Opposition Chief Whip 
Chairman. WayB and Means 
Deputy Chairman, Ways and Means 
Deputy Chief Whip 
Government Whips 
Opposition Deputy Chief Whip 

14,000 
13,000 
9,500 
9,500 
8,500 
7,500 
6,000 
6,000 

19,000 
18,000 
14,500 
14,500 
13,500 
12,500 
11,000 
11,000 

8,841 
8,591 
7,644 
7,644 
7,344 
7.021 
6,496 
6,496 

(Houee of Lords): 
Chairman of Committees 
Chief Whip 
Principal Deputy Chairman of 
Committees 

peputy Chief Whip 
Government Whips 
Leader of the Opposition 
Opposition Chief Whip 

9,500 
9,500 
8,500 
7,500 
7,000 
6,000 
4,000 

9,500 
9,500 
8,500 
7,500 
7,000 
6,000 
4,000 

5,898 
5,898 

5,475 
5,002 
4,752 
4,205 
2,934 

Notes: (a) Including, for those Ministers and office holders who 
are Members of the House of Commons, the Parliamentary 
salary of £5,000 recommended in our Report No 7. 

(b) Assuming the June 1975 tax position of a married man with 
no dependent children and no other allowances. 

(c) Including £6,000 free of tax in recognition of the special 
expenses of the office. 

(d) Including £3,500 to be paid in recognition of the Lord 
Chancellors funotion as Speaker of the House of Lords. 

(e) Including £5,000 free of tax in recognition of the 
special expenses of the office. 
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CHAPTER 5: SUMMARY OP CONCLUSIONS AMD RECOMMENDATIONS 

105. We have dealt with a number of questions that relate to the allowances 
aai facilities for Members of Parliament and that were left over from our 
Report No 7; with the Parliamentary pension scheme; and with the pay and pensions 
of Ministers and paid office holders in both Houses of Parliament. We shall be 
Putting forward our recommendations on the Peers" expenses allowanoe separately. 

106. Chapter 2 of this report deals with the remaining issues on the allowances 
and facilities available to Members of Parliament. The recommendations on allowances 
^ facilities in our Report No 7 have been implemented in full, and we have now 
considered whether the inaximum of the secretarial allowance should be further 
l e a s e d to provide for occupational pension arrangements and for general office 
expenses. We have concluded that, in present circumstances, a higher maximum 
should not be introduced for these purposes: the present maximum makes provision 
f o * a Members contribution as an employer to the State pension scheme (paragraph 15). 
Nor do we regard it as appropriate to increase the maximum of the allowance to provide 
for general office expenses. Such expenses are an inescapable part of our 
Parliamentary system, and can arise whether or not a Member employs a secretary. 

have concluded that separate provision for them should be made and we have 
^commended a new allowance to assist with the initial and maintenance costs of 
Seaaral office equipment, with a maximum of £300 during any period of 3 years, 

payment of claims to be conditional upon evidence of expenditure (paragraph 16). 

107. The present maximum of the additional costs allowance remains adequate, in 
our view, to meet the occasional need for a Member to attend at Westminster 
0 0 Parliamentary business during a Parliamentary recess (paragraph 17). But we 
^vs recommended an extension of the travel arrangements for Members so that 
* W cost of all travel within the United Kingdom on Parliamentary business will 
* reimbursed or will qualify for payment of the car mileage allowanoe (paragraph 19). 
* have also recommended that the free telephone and postage facilities at 
Westminster should be extended to apply to communications on Parliamentary business 
*ith other countries of the European Economic Community (paragraph 21). 

108. we have examined the arrangements for payment of a grant equivalent to 
3 months" salary to Members who lose their seat at a general election or because 
of constituency boundary changes. Against the background that Members are now 
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becoming eligible for the standard forms of Bhort-term assistance in such 
circumstances, we consider that the existing severance arrangements remain 
adequate, although we recommend that a grant under these arrangements should be 
available only as an alternative to redundancy payments in any circumstances 
where a Member becomes eligible for such payments (paragraph 24). 

In Chapter 3 we discuss the existing provisions for the pensions payable 
to Members of Parliament. We have again reviewed carefully the position of Members 
wbo retired prior t o the introduction of the present form of pension scheme in 
October 1964. But we have felt unable ourselves to recommend that these Members 
should be entitled t o any benefit under the Parliamentary pension scheme (paragraph 
33). We suggest, however, that the possibility of a limited provision for 
such Members at age 80 might be given further consideration (paragraph 34). We 
recommend that the maximum amount of service prior to October 1964 that may be 
"treated as reckonable for pension purposes by serving Members should be extended 
from 10 to 15 years (paragraph 35)* this extension B h o u l d apply only to Members who 
nave service in the House of Commons after the effective date of implementation 
of our recommendation. 

110. We do not accept the argument for a faster rate o f accrual of pension 
entitlement for Members (paragraph 38), but we reconmend a number of changes in 
the Parliamentary pension scheme that together will provide a substantial improvement 
in the pensions arrangements for Members. We recomnend an increase to 4 per cent 
xn the rate of interest payable on returned contributions (paragraph 41); the 
introduction of an arrangement for the optional purchase by Members of added years 
o f reckonable service (paragraph 46); the introduction of a facility for early 
retirement on grounds of ill-health (subject to medical evidence) with immediate 
Payment of pension accrued to date and enhanced in certain cases (paragraph 49)j 
a similar arrangement, but without enhancement of pension entitlement, should a p p l y 

to former Members who have a "frozen1 pension entitlement that would not normally 
Payable until age 65 (paragraph 49). We also recommend improvements in widows' 

Pensions (paragraph 55) so that the enhancement arrangements recommended for i l l 
health retirements will also apply to the pension of the widow of a Member who dies in 
service; the short--term arrangement for financial assis-tance in -the early months of 
Widowhood will be improved considerably; clarification of the governing legislation 
8 0 that the pension of the widow of a retired Member who opted for early retirement 
0n an actuarially-reduced pension will be based on the Member's full pension; and 
lD1Provements in the arrangements for payment of the death-in-service gratuity. 
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111. We do not consider that the present normal retirement age of 65 should 
he reduced (paragraph 57), hut we have examined the existing provisions for early 
retirement on immediate payment of pension. The present arrangement which requires 
an actuarial reduction of pension entitlement should continue and, in addition, 
we recommend the introduction of an additional early retirement option under which 
"the pension entitlement accrued to date may be paid without actuarial reduction 
for Members who retire at age 62 or over at the end' of a Parliament and subject 
to the completion of 25 years* service as a Member (paragraph 57). 

112. He estimate that the cost of our recommended improvements in Members1 

pension arrangements will necessitate an increase in the total contribution payable 
into the Pension Pond of rather more than 1-f- per oent of the pensionable salary of a 
Member. Some 1 per cent will be needed to fund the improvements in respect of 
the past service of serving Members and we recommend that this part of the oost 
should be met from public funds. The balance in respect of 1current* oosts should 
be met by an increase in the contribution of each Member. We consider that these 
costings and the improvements in the scheme bring the Parliamentary pension 
arrangements sufficiently close to contributory soheraes elsewhere in the public 
services as to justify an increase in the Members1 contribution to 6 per oent of 
pensionable salary (paragraphs 58-60). 

113. In Chapter 4 we consider the salaries and pension arrangements applicable 
to Ministers and other paid office holders in both Houses of1 Parliament. We detail 
the general background factors that we have borne in mind in arriving at our 
salary recommendations (paragraphs 64-66), and we conclude that a differential 
between the salaries attached to the offices of Ministers and other office holders 
who are Members of the House of Commons and those who are Members of the House 
of Lords is not justified and oannot be reoommended (paragraphs 67-69), 

114. We consider that a three*-tier pay structure for Ministerial appointments 
remains appropriate, with a continuation of a flexible salary range for the group 
o f Ministers at the intermediate level (paragraphs 71-72). Our salary recommendations 
for Ministers are in paragraph 75. 

115. tfe recommend an increase in the salary of the Prime Minister and in the 
amount of his salary that is paid free of tax in recognition of the special 
expenses of the office (paragraph 77), We also recommend an increase in the 
salary of Mr Speaker, and in the tax-free element within that salary (paragraph 79). 
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116. We have found the conaiderations affecting the salary of the Lord Chancellor 
to be among the more difficult that we have had to deal with in the course of this 
review. We have concluded that, while the Lord Chancellor^ salary should not be 
determined in isolation from Ministerial salaries in general, it should be pitched 
at a level relative to the judicial pay structure that confirms the position and 
dignity of the office vis-a-vis the judiciary (paragraph 83). We recommend 
the appropriate salary and the amount within it to be paid in recognition of the 
Lord Chancellor^ function as Speaker of the House of Lords (paragraph 85). 

We recommend salaries for the four Law Officers that narrow further the 
salary differential between the Attorney General and Cabinet Ministers, that 
retain equal salaries for the Solicitor General and the Lord Advocate, and that 
reflect a correction of the substantial undervaluation of the office of Solicitor 
General for Scotland (paragraph 90). 

Revised salaries for other paid office holders in both Houses of Parliament are 
recommended (paragraphs 93-94) . The recommendations include a measure of 
revaluation of the offices of Leader of the Opposition in both Housee (paragraphs 92 
^ d 94), and the discontinuation from the end of the current Parliament of the 
Present salary for a third Opposition Whip in the House of Commons; the Opposition 
Chief Whip and the Opposition Deputy Chief Whip continue to be paid offices 
(paragraph 93). 

1 19. We have considered the working of the supplementary pension scheme for 
* i n i B t e r s and paid office holders. We suggeBt further examination of the time 
limit of 3 months for a Minister or office holder to decide whether or not to 
Participate in the supplementary scheme (paragraph 97). We do not consider 
it appropriate to extend the added years arrangement to the supplementary scheme 
for Ministers and office holders, but we suggest for further examination the 
Possibility of a shorter basic qualifying period of service for that scheme 
(paragraph 99 ) . We recommend a more limited ill-health retirement benefit for 
application to the supplementary scheme (paragraph 100). 

1 2 o * We have considered the statutory pensions attached to the offices of the 
prime Minister, Mr Speaker and the Lord Chancellor. The statutory arrangements 
now provide for each pension to be fixed as a percentage of the salary of the 
office. The levels of pensions thus produced from our Balary recommendations for 
the three offices are adequate and no separate reoommendation is needed 
(paragraphs 101-103). 
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121, We have explained (paragraphs 6-7) that the recommendations which 
we now put forward will he affected to varying degrees by the current pay 
restraint measures and they will also be affected by the pay policy arrangements 
under the recently published guidelines that are intended to operate from August 
of this year, 

122, Finally, we should like to emphasise one or two of the points that we 
have made elsewhere in this report. We recognise that the levels of salary 
which we recommend will be the subject of widespread public comment. The 
pay of Ministers and Members of Parliament does not form part of our standing 
terms of reference, but there are good reasons for referring -the issue to an 
independent body. Ministers and Members occupy positions of great responsibility 
and influence in the conduct of our national business. They, like those who are 
within our standing terms of reference and those who are within the fields of 
-the other two independent Review Bodies, form a group to whi/ia tha process of 
Pay negotiation does not apply. In our view, the salary levels appropriate in 
this situation Bhould continue to be judged against all the relevant circumstances, 
both in relation to the jobs themselves and in relation to external factors, by 
an independent body such as wa are, responsible direct to the Prime Minister. 
We think it timely, in the light of recent comments on the nature of the commitment 
to accept our recommendations, to repeat that, on our appointment in 1971 as 
one of three Review Bodies, wa were given an assurance that our recommendations 
l-ould be accepted by the Government unless there were clear and compelling 
reeaana for t h e i T not doing BO. ^bie awrarante -was repeated in 191 A. 

123. The increases that we now recommend are broadly consistent with the soale 
of increases in salaries generally, at comparable levels of income, over the 
Period in question. That period is the key: "the increases now appropriate (and, 
we repeat, the salaries that we reoomraend are those that were appropriate as at 
13 June 1975) appear to be large because of the long interval since the last review 
of Parliamentary and Ministerial remuneration in 1971-72. We take the opportunity 
to reiterate the recommendation on this point that we made in Report No 7 : that 

Review Body on Top Salaries, Report No 7* Ministers of the Crown and Members of 
Parliament and the Peers" expenses allowance: Part I - Cmnd. 6136 (paragraph 27), 
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*5 C O N F I D E N T I A L 

SUHVBX OP THE CIRCUMSTANCES OP MEMBERS OP PARLIAMENT AMD OP THEIR VIEWS ON 
THBIR REMUNERATION 

Introduction 

1* Questionnaires were sent to all 635 Members of Parliament on 7 March 
1975 for return by 1 April 1975, and 445 Members responded. The response 
rate was high (70 per cent) but not as high as in the 1971 survey1 when 
it was 84 per cent. The response from office holders was very much lower 
than in 1971, but the decline in the number of replies from other Members 
was leas. 

2. The questionnaires returned were in general adequately completed but 
difficulty arose in interpreting the period to be covered for certain 
expenditure in relation to the October 1974 election. The questionnaire 
asked that only expenditure during the current Parliament (from October 
1974) to the end of February T975 should be included, but it was apparent 
that many MPs had included a full year's expenditure. Various sources of 
information were used to put the resultB as far as possible on to a 
consistent basis of an expected annual rate of expenditure based on actual 
days of attendance at the House. There were also differences in treatment 
of hours spent on departmental work between different office holders 
(see footnote (b) to Table 15). 

3. The questionnaire itself is not reproduced in this Appendix but the 
order and wording of the tables closely reflects it. There were variations 
in the response rate to different questions: these are shown in the tables. 
Inevitably, the replies were influenced to some extent by the nature of the 
questions and must be interpreted accordingly. For example, Table 23 shows 
the response to three speoific questions about the pensions soheme; the 
modifications mentioned in this question inevitably attracted much more 
support than was given to any of the other suggestions for improvement to 
the pension scheme that were offered in response to a general question 
(Table 24). Similarly many more Members made proposals in answer to the 
question about the intervals between adjustments and review of MPq' 

^ All references to 1971 in this Appendix relate to the survey of MPs* 
circumstances and views on their remuneration carried out in 1971 by the 
Office of Manpower Economics on behalf of the Review Body on Top Salaries-
The results were summarised in the Review Body1 a First Report, Appendix A 
(Review Body on Top Salaries, First Report: Ministers of the Crown and 
Members of Parliament -Cmnd. 48361 December 1971). 
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remuneration (Table 25) than volunteered additional comments or proposals 
in response to a final general question (Table 27). 

4* The response to the invitation to put forward comments or proposals 
also varied: some MPs did not reply, but others made more than one comment 
or proposal and these are analysed separately within the same table where 
appropriate. Where necessary, replies have been transferred to a more 
appropriate question (for example, particular proposals from a general 
question to the appropriate specific one). 

5. Between February and October 1974 the Government had no overall 
Parliamentary majority and only a small one at the time of survey in 1975, 
whereas the majority in 1971 was larger. The hours of work and perhaps 
the levels of expenditure in the 1975 survey by comparison with those in 
the 1971 survey may have been affected (although the extent oannot be measured) 
by the different Parliamentary situations and pressures on attendance in 
those two years. 

6. Account was taken of the results of the survey in considering the 
recommendations on pay, allowances and facilities put forward in the first 
Part of this Report in June 1975, which have since been implemented on the 
basis described in Chapter 1 above. 

7. Totals may not precisely equal the sum of the components where figures 
have been rounded. The following symbols are used in the tables: 

- Nil 
 Less than half the final digit shown 

Not available 
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 1CONFIDENTIAL T A H  *

All Mumpers of Parliament: Response to questionnaire 

Response rate 

Office holders 

Minister 
Parliamentary Secretary or 
^nder Secretary 
Holder of other remunerated 

office 

To"tal office holders 

££her Members 

former office holders: 

Minister 
Parliamentary Secretary or 
Under Secretary 
Holder of other remunerated 

office 

Total former office holders 
Wot former office holders 

^tal other Members 

; All 

Total 
number at 
1 March 
1975 
Number 

46 

32 

20 

98 

* * 

* * 

* * 

127 
410 

537 

635 

NumbeNumberr 
returninreturningg
questionnairquestionnairee 

Number 

25 

24 

10 

59 

45 

38 

14 

97 
289 

386 

445 

1975 

54.3 

75.0 

50.0 

60.2 

* . 

76.4 
70.5 

71.9 

70.1 

.1971 

* 

82.4 

100.0 

100.0 

91-7 

* * 

* a 

* * 

87-8 
81.1 

82.7 

83-7 
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All Membera of Parliament; Percentage distributions of age and length of service 

Under 
40 

Age 

40-49 50-59 60-64 65 or over 
Under 
2 

Years of service 

2-5 6-10 11-15 16-20 21-25 
26 or 
over 

AlAlll rangerangess 
(100*(100*)) 

AveragAveragee 
lengtlengthh ooff 
servicservicee 

O
O
2 
T l5 m
2H 
5 

Minister 
Parliamentary Secretary
or Under Secretary-
Other office holder 
Other Members 

* 
4 

29 
-
24 

$ 
36 

50 
50 
35 

52 

13 
30 
25 

% 
8 

4 
10 
10 

% 

-
4 

10 
6 

* 
-

-
27 

8 

38 
30 
24 

* 
44 

62 
40 
18 

24 

20 
12 

8 

-
6 

12 

-
8 

4 

10 
5 

Number 

25 

24 
10 

386 

Years 

13.2 O 
w 
2 

^ 5
9.8 g 
8.6 g 

All 1975 
(1971) 

22 
(17) 

36 26 
(33) (31) 

9 
(19) 

6 24 24 
(34) 

22 13 6 
(24) (14) (11) 

8 
(8) 

4 
(8) 

445 
(524) 

8.8 



Members of Parliament with service before October 1964: Percentage 
distribution of length of service before October 1964 

Years of service 
before October 1964 Percentage AveragAveragee lengtlengthh 

of ooff servicserviceeAll1-9 10-14 15-19 20 or all beforbeforee OctobeOctoberrrangesover HPs I964CPI964CPJJ(100$)
i i * Number Years 

Office holders 62 15 15 8 13 22 8.5 
Other Members 58 21 16 4 122 32 8,1 

All 59 21 16 4 135 30 8.1 

a ) Based only on those with service before October 1964. 

TABLE 4 

411 Members of Parliament: Percentages with constituency in London and elsewhere 

Constituency All MPs 
(100(100$$ 

Londonv Elsewhere 

Number 

Office holders 20 80 59 
Other Members 15 85 386 

All 16 84- 445 

(a) Wholly or partly within the GLC area. 



Members of Parliament who are neither office holders nor paid the London supplement PiBtribution in 
ranges of annual subsistence costs, and average amounts 

LesLesss 
thathann 
£25£2511 

£251£251-
£50£5000 

Annual costs for subsistence 

£501£501-
£100£10000 

£1001£1001-
££11 505000 

£1501£1501-
£200£20000 

£2001£2001-
£250£25000 

£2501£2501-
£350£35000 

£3501£3501-
£450£45000 

All ranges 

OveOverr 
£450£45000 TotaTotall AveragAveragee 

coscostt 

NumbeNumberr anandd averagaveragee coscostt 
bbyy maimainn homhomee (London(London,,
constituencconstituencyy oorr neitherneither)) 
No. Aver

age No. Aver
age 

ClaimClaimClaimsss 
madmadmadeee 
bububuttt 
costcostcostsss 
nononottt 

SubsistencSubsistencSubsistencSubsistencSubsistenceeeee iiiiinnnnn 
No. No. No. No. No. No. No. No. No. No. £ £ £ No. 

o 
LondoLondoLondoLondoLondonnnnn (b(b(b(b(bjjjjj 
AccommodatioAccommodatioAccommodatioAccommodatioAccommodationnnnn 
HotelHotelHotelHotelHotel,,,,, eto.(ceto.(ceto.(ceto.(ceto.(c))))) 

1 
2 

6 
1 

20 
5 

38 
6 

21 
7 

11 
7 

1 
2 

5 
3 

103 
33 

1,529 
1,767 

Consl 
76 
18 

ituenc;) 
1,536 
1,642 

Ne 
27 
15 

ither 
1,509
1,918 128 

TotaTotaTotaTotaTotalllll 
SubsistencSubsistencSubsistencSubsistencSubsistenceeeee iiiiinnnnn 

3 7 25 44 28 18 3 8 - 136 1,587 94 1,557 42 1,655 21 S 
constconstconstconstconstiiiii tuenotuenotuenotuenotuenorrrrr Lcmdon Ncither ^ 
AccommodatAccommodatAccommodatAccommodatAccommodatiiiii ooooonnnnn 
HotelHotelHotelHotelHotel,,,,, eto.(ceto.(ceto.(ceto.(ceto.(c))))) 

1 
4 

4 
3 

14 
7 

21 
7 

14 
5 

3 3 
5 

2 
1 

2 
1 

64 
33 

1,611 
1,396 

36 
16 

1,532 
969 

28 
17 

1,713 
1,798 

8 
5 

TotaTotaTotaTotaTotalllll 

AlAlAlAlAllllll subsistencesubsistencesubsistencesubsistencesubsistence::::: 

(*(*(*(*(*))))) 

5 
8 
(3) 

7 

14 
(6) 

21 

46 
(20) 

28 

72 
(31) 

19 

47 
(20) 

3 
21 
(9) 

8 
11 
(5) 

3 
11 
(5) 

3 
3 
(D 

97 1,538 
233 
(100) 

1,567 
52 1,359 45 
146 1,486 87 

1,745 
1,702 

13 

34 

(a) Forty-four Members to whom the question was applicable did not reply and a further 41 said that they did not make 
claims against the additional oosts allowance. 

(b) Includes expenditure incurred for overnight accommodation in constituency where applicable. Eight MPs reported such 
costs and 23 did not reply to this part of the question. 

(c) Replies for the period of the present Parliament (to the end of February 1975) have been grossed to annual rates. 



Members of Parliament entitled to the additional coats Percentage 
consider] ntr the additional costs allowance inadequate and Dumber sutrsrestinsr 
improvomftTits 

MPs entitled to th 
additional costs 
allowance 

Adequacy of the additional Replies to question (number) 377 
costs allowance . Percentage of returns 

from those entitled 
to the allowance (*(*)) 95 

Percentage of replies saying not adequate OO 79 

Suggested improvements Number 
1 

PjCODOSed ma.T-)miim 

Less than £1,300 8 
£1,300 - £1,399 15 
£1,400 - £1,499 3 
£1,500 - £1,599 44 
£1,600 - &lt999 13 
£2,000 - £2,499 24 
£2,500 - £2,999 3 
£3,000 - £3,999 3 
£4,000 and over 2 
£8 per day 1 
£10 per day 3 
£12 per day 1 
£20 per day 2 

Other 

Cover full cost 50 
Keep pace with rising costs 50 
Provide accommodation or government hotel 5 
Other improvements (mainly unspecified) 28 
Total number of suggestions 255 
f̂anber of Members making suggestions 244 
a) Percentage improvements have been converted to amounts. 
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jfembei-a f Parliament entitled to the London supplement: Percentage considering 0

the London supplement inadequate and number suggesting improvements 

MPs entitled to 
the London 
supplement 

Adequacy of the London supplement: Replies to question (number) 75 
Percentage of returns from 
those entitled to the 
supplement (%) 80 

Percentage of replies saying not adequate ($) 88 

Suggested improvements Number 

Proposed MBnmi-hfc) 

Less than £400 3 
£400 - £499 7 
£500 4 
£600 1 
£700 - £799 3 
£1.000 and over 2 

Other 

^ing into line with civil service 5 
^ring into line with other professions/occupations 2 
^ e  r true costs 8 
K e e P pace with rising oosts 6 
Other improvements (mainly unspecified) 11 

^tal number of suggestions 52 
of Members making suggestions 48 , 

Percentage improvements have been converted to amounts. 
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All Memhera of Parliament.1 Percentages employing a secretary, research assistant 
2* usinfl secretarial pool facilities 

^Ploying or sharing in the TES 
employment of a secretary 

NO 
Replies to question (number) 
Percentage of total returns 

Average hours per week for which 
secretary is employed 
Under 10 
10 - 19 
20 - 29 
30 or more 

Replies to question (number) 
Percentage of those with secretary 

Percentage of total returns 

^e of the secretarial TES 
Pool facilities 

NO 

Replies to question (number) 

Cloying or sharing in the TES 
employment of a research 
assistant NO 

Replies to question (number) 
Percentage of total returns 

OfficOfficee holderholderss 

100 
-
(58)
98 

3 
14 
33 
50 

(58)
100 

14 
86 

(56) 
95 

11 

89 

(56) 
95 

OtheOtherr MemberMemberss 

99 
1 

(382) 
99 

1 
12 
31 
56 

(373) 
98 

17 
83 

(361) 
94 

32 
68 

(368) 
95 

Total 

1975 1971 

% 
100 97 
0 3 

(440) (524)
99 100 

1 6 
12 32 
31 31 
55 30 

(431) (502) 
99 99 

16 13 
84 87 

(417) (513) 
94 98 

29 9 
71 91 

(424) (516) 
95 98 
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All Members of Parliament t Percentage distribution of gross annual costs of secretarial assistance, of research 
assistance and of general office expenses, before deducting the secretarial allowance 

Annual cost Average costAlAlll CosCostt 
rangerangess Over Over notnot..

£1- £151- £351- £551- £751- £1251- £1751- £2251- £2751- Over (100*(100*)) all those givegivennNil £150 £350 £550 £750 £1 250 £1750 £2250 £2750 £3500 £3500 ranges with 
costs 

£ % % i * $ * No. £ £ No. 
SecretariaSecretariall assistanceassistance^̂ ^̂ 

OfficeOffice holderholderss 2 2 16 39 25 10 4 2 51 1770 1770 8 
OtheOtherr MemberMemberss 0 1 2 16 29 32 15 4 1 342 1796 1806 44I 

O All ) . 1 1 2 16 30 31 15 4 1 393 1792 1801 5& 
5feeearch assistance(c)v Z 
pj Office holders 2 6 2 53 45 399 
m Other Members 8 6 4 4 1 0 0 1 0 346 173 581*! i j5 All 6 7 6 4 3 1 0 0 1 0 399 156 571 

General office expenses 
Office holders 24 24 31 16 2 4 - - - - 51 226 295 8 
Other Members 16 28 28 13 6 7 2 346 297 353 40 
All 17 27 28 14 6 6 2 - - - 397 288 346 48 

All above items 
Office holders 2 2 10 29 31 21 2 4 52 1959 1959 7 
Other Members 0 0 0 8 22 30 19 12 8 348 2264 2271 38 

All 0 0 0 0 0 8 23 30 19 11 8 400 2225 2230 45 
(a) In a number of cases expenditure on this item includes general office expenses. 
(b) Includes 2 MPs whose secretaries are not paid by them. 
(c) Twelve MPs incurred research assistance costs but did not employ a research assistant. A number of MPs did not provide cost 

information; where a research assistant was not employed, costs have been counted as 'nil*. 
(d) Includes 2 MPs whose research assistants are not paid by them. 



All Members of Parliament: Percentage considering secretarial 
allowance inadequate and number suggesting improvements 

All MPe 

Adequacy of secretarial allowance: Replies to question (number) 438 
Percentage of total returns (* 98 

Percentage of replies saving not adequate (*) 88 
(Percentage in 1971) (*) (89) 

Suggested improvements Number 

ProDOsed maximum^a^ 

£1,750 - £1,999 1 
£2,000 - £2,249 28 
£2,250 - £2,499 19 
£2,500 - £2,749 50 
£2,750 - £2,999 15 
£3,000 - £3,499 38 
£3,500 - £3,999 13 
£4,000 - £4,499 6 
£6,000 1 
Unlimited 1 

Other 

Enough for a full-time secretary and research assistance 17 
Enough for a full-time secretary 45 
Secretary should be on the payroll of the House 46 
Cover full cost 18 
Keep pace with rising costs 35 
Secretary's pay to be linked to a civil service grade 5 
Travel expenses of secretaries to be covered 5 
Separate allowance for office equipment (or free equipment) 40 
Extra secretary needed for constituency office 9 
Other improvements (mainly unspecified) 40 

^otal number of suggestions 432 
dumber of Members making suggestions 342 
(a) Percentage improvements have been converted to amounts. 
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All Members of Parliament: Percentage considering research assistance element 
j?ithin secretarial allowance inadequate and number suggesting improvements 

All MPs 

Adequacy of research assistance 
element: 

Replies to question (number) 355 
Percentage of total returns (*) 80 

Percentage of replies saying not adequate (50 81 

Suggested improvements Number 

Below £550 9 
£550 - £749 9 
£750 - £999 6 
£1,000 - £1,249 24 
£1.250 - £1,499 1 
£1,500 - £1,999 10 
£2,000 - £2,499 7 
£2,500 - £2,999 4 
£3,000 and over 8 

Other 
Enough for a full-time research assistant 18 
Wore for part-time research assistance 30 
Cover full cost 11 
**o limit on research element within secretarial allowance 6 
Should be separate from secretarial allowance 52 
Research assistance should be provided by the House 24 
Other improvements (mainly unspecified) 36 
Total number of suggestions 255 
dumber of Members making suggestions 212 

(a) Percentage improvements have been converted to amounts. 
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All Members of Parliament: Percentage considering reimbursement of travel 
and subsistence expenses for Members on Select CommitteeBT delegations etc. 
j-nadetniate and number suggesting improvements 

All MPs 

Adequacy of arrangements for travel and subsistence of Members 
on Select Committees, delegations etc: 

Replies to question (number) 323 
Percentage of total returns (£) 73 

Percentage of replies saying not adequate (%) 58 
(56) (Percentage in 1971) (W 

Suggested improvements Number 

Increase 

10 per cent 1 
20 or 25 per cent 5 
30 or 33 per cent 3 
40 or 50 per cent 6 
70 or 100 per cent 4 
£5 per day 1 
£7-50 per day 1 

Other 

Equal treatment with foreign delegates 12 
All items of expenditure should be covered 13 
Cover full cost (of items at present covered) 15 
Koep pace with rising costs 19 
Extend to cover wife/husband 4 
Other improvements (mainly unspecified) 24 

Total number of suggestions 108 
Number of Members making suggestions 101 



All Members of Parliament; Percentage considering travel facilities for wives 
or husbands of Members inadequate and number suggesting improvements 

All MPs 

Adequacy of travel facilities for wives 
or husbands of MembersI Replies to question (number] 399 

Percentage of total 
returns 90 

Percentage of replies saying not adequate 88 59 
(Percentage in 1971) (75) 

Suggested improvements Number 

Proposed maximum number of warrants per year 
12-16 23 
18-20 13 
24-26 7 

830 - 40 
50 - 52 4 

13 Unlimited 

Other 
18 Same facilities as Members 
9Facilities to accompany Members on Parliamentary business 

Home/constituency travel should be covered 13 
23 

Allowance for travel by car 26 
Allowance for children to accompany parents 2Choice of 1st class, or more 2nd class warrants (to equivalent cost) 

7Extend to cover subsistence 
55 Other improvements (mainly unspecified) 

Total number of suggestions 221 
Number of Members making suggestions 183 
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All Members of Parliament! Percentage considering free facilities for DO atage, 
telephone calls and stationery inadequate and number suggesting improvements 

All HPs 

Adequacy of facilities for postage., telephone oalls 
and stationery! 

Replies to question (number(number)) 433 
Percentage of total returns (*) 97 

Percentage of replies saying not adequate w 34 

Suggested improvements Number 

Postage from home and/or constituency should be free 14 
Overseas postage from the House should be free 17 
Home and/or constituency telephone calls should be free 91 
Telephone calls from anywhere outside the House should be free 2 
Telephone calls to EEC countries should be free 7 
Telegrams should be free 4 
All stationery should be free 3 
More stationery or a wider range ie beaded 12 
Other improvements (mainly unspecified) 14 

Total number of suggestions 164 
Number of Members making suggestions 133 
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^-Members of Parliament: Percentage considering that other categories of expenditure 
ffl "arl lamentary business should he covered, numbers asking for certain categories to"" 
- P a^ d for and proposals for method of payment 

Proposals for method of payment^jAll M P s  ̂ 
Cash Free Tax Un-

AlAlll MPMPss allowance facilit- Fund deduct- specified 
or reim- ies ible 
bursement 

ReineReineReinerrr otheotheotherrr categoriecategoriecategoriesss ooofff ' * 
£penditur£penditur£penditureee ooonnn ParliamentarParliamentarParliamentaryyy YEYEYESSS 66 
^ines^ines^inessss shoulshoulshoulddd bebebe coverecoverecovereddd NNNOOO 34 
ReplieReplieRepliesss tttooo questioquestioquestionnn (number(number(number))) f3o4) " 
PercentagPercentagPercentageee ooofff totatotatotalll returnreturnreturnsss 8 6 

Number Number Number Aimbei Number Number^ ai&egorifta nf* ^ r , ' a a 

^avel in UK: 
Anywhere 6 8 16 28 2 - 22 
Por research 47 17 2 3 - 25 
Taxis or hire cars 16 3 2 - 1 10 
Meals on trains 4 - 1 - - 3 
Other 22 10 2 - 4 6 

Travel abroad for research 35 17 3 3 1 11 

Entertainment: 
ID House 5544 27 5 - 6 16 
Constituents (place 
unspecified) 26 13 - - 4 9 

Other 14 3 1 - 4 6 
SubscriptionSubscriptionSubscriptionsss anananddd donationdonationdonationsss 30 11 - 7 1 2 
*oks*oks*oks,,, journaljournaljournalsss anananddd newspapernewspapernewspapersss 33 10 3 - 5 15 
***e, 8e , 8e , 8/hushand'/hushand'/hushand'sss expenseexpenseexpensesss 12 7 - - 41 

Senses of constituency
surgery. 
Adverti sing, accommodat ion 

etc. 40 1166 3 - 21 
9 1Assistance (non-secretarial) 20 - - 10 

*als in House 7 4 - -- 1 2 
Nothing 8 4 - 4 
^Pital allowance for car 
^ Purchase 4 4 - - - -
Other 7 1 - - - 6 

^t&l number of categories/
J*oposal8 ' 447 172 51 8 38 178 
JJ^ber of Members specifying
^ e g o r i e s 253 

) Members were asked for categories of expenditure, amounts incurred, proposals for 
meeting these and reasons. Those naming categories did not necessarily give 
replies for all or any of the other items. Reasons included: gives independence 
from pressure groups, foreign governments etc.; provides background information 
(travel for research purposes). Expenditure on some of the categories specified 
is already covered by existing arrangements in certain circumstances, e.g. meals 
Q n trains between Westminster and the constituency. 

^ ) 178 Members gave 269 specific proposals for methods of payment. 



AH Mmmbmrm or F*i-liammtt Dlmtributicn in M M M *f - ^ ^ f t m ^ itmnm not oovwrwd lw a.w-*^f f . T I  .O V M O M 

arrangements for reiaburemwnt or free fac i l i t ies 

Annual expenditure 1975 1971 
Category of expenditure Not 

stated 
Less 
than 
£101 

£101
£200 

£201
£300 

£301
£400 

£401
£500 

£501
£730 

£751
£1000 

Over 
£1000 

All 
ranges 

Average 
amount(a) 

All 
ranges 

Average 
amount(a) 

No. No. No. No. No. No. No. No. No. No. £ No. £ 

Travel in UK not now 
covered 73 26 23 13 4 1 1 - 2 143(b) 197 43 158 

Travel abroad for 
research 25 1 2 2 3 - 1 1 35 442 16 225 

Entertainment 24 8 11 24 6 5 6 2 1 87(b) 319 260 216 
O 
O 
z 
O

5 

Co 

Subscriptions ) 
Donations ) 
Books, journals and 
newspapers 

sWife's/husbandWife's/husband''33 expensexpenstt 
TotaTotall ooff abovabovee 

8 

4 
5 

5 

15 
1 

8 

8 
2 

5 

3 
3 

1 

1 
1 

3 

1 
-

-

1 
-

-

-
-

-

-
-

30 

33 
12 
340 

208 

151 
224 
243 

( 58 
i 92 

56 
20 
545 

9 5 O 
O147 Z -n5 

0 7 Z 
283 £ 
175 * 

Expenses of constit
uency surgery 

Meals in tbe Bouse 
22 
2 

5 
-

10 
2 

7 
1 

-
-

1 
1 

4 
1 

1 
-

4 
-

54(b) 
7 

487 
300 * * 

* 4 

4 * 

Clothing 3 - 2 1 - 1 1 - - 8 328 * * * a 

Capital A I R O W B A C E

car purchase 
Other 

for 
1 
2 

-
3 

-
-

1 
1 

1 
-

-
1 

-
-

-
-

1 
-

4 
7 

653 
167 

* * 

162 
* * 

252 
Total of above 420 281 707 190(c) 

(a) Based only on those giving an amount. 
(b) These totals are not the sums -of the appropriate breakdowns in Table 9 since some Members named more than one 

item within a category. 
(c) The average shown in the 1971 Report (Cmnd, 4836 - Appendix A  Table 14) was £206; this included researcht

expenditure. 



All Members of Parliament: Average hours per week spent on Parliamentary work 

Average hours per week 

Outside the House In totalIn onthe On behalf of On preparatory work On ParliamentaryHouse constituents for Parliamentary visits businessproceedings 

1975 1971 1975 1971 1975 1971 1975 1971 1975 1971 n 

OO Minister(a) ( b ) 31 31 14 ZZ12 14 23 1 2 61 
Parliamentary Secretary or Under ^ 6688 22 aaSecretary 45 27 13 10 14 31 4 2 78 mm 
Other office bolder 
Other Mashers 
All 

62 
46 
46 

58 
42 
42 

12 
14 
13 

9 
11 
11 

3 
7 
7 

3 
7 
7 

1 
3 
3 

1 
3 
3 

79 
70 
70 

7700
771163 
63 

zz 
££ 

(a) For Ministers departmental work was included in 1971 but it is not clear how far it was included in 1975* 
(b) Far both Ministers and Parliamentary Secretaries and Under Secretaries departmental work was normally

included in 1971 under "hours Bpent on preparatory work for Parliamentary proceedings' but in I975 was 
included partly under "hours spent in the House1 snd partly under *hours spent on preparatory work for 
Parliamentary proceedings'. 



ISA 

All I t o f t w or PmJ-liam*ntt J t o ^ i r t M i dimtrt*atton nf to^t mnmnt in thm **um. 

1 Percentage of MPs whose average hours per week were: 
AlAlllUnder 2 6 - 3 0 31 - 35 36 - 40 41 - 45 46 - 50 51 - 55 56 - 60 61 - 65 66 or rangerangess26 . over (100*(100*)) 

% * % % % 36 No. 

Office holders ^ 28 16 2 5 2 5 5 23 12 43 

Other Members 4 6 6 16 16 25 7 15 3 363 

Allt 1975 7 7 6 15 15 23 6 16 Z 4 406 
0 0(1971) do) ( 9 ) (9 ) (22) (8) (19) (7 ) (11) (2) (2) (481) 

O 
O(a) See footnotes (a) and (b) to Table 15 .

1

 ^ 
(b) The figures were not shown in the 1971 Report (Cmnd. 4836), O 

-4 
TABLE 16B 5 

A l l Members  of P a r l i a m e n t s Percen tage d i s t r i b u t i o n of hours spent  i n t o t a l  on Pa r l i amen ta ry work 

Percentage of MPs whose average hours per week were "111 
ranges 

- 91 or (100*)UndeUnderr 41 - 45 4 6 - 5 0 51 - 55 56 - 60 61 - 65 6 6 - 7 0 7 1 - 8 0 8 1 - 9 0 over
4411 

* * * i * * * Ho. 

Office holders ^ 2 5 5 5 7 H 30 5 56 43 

Other Members 3 1 6 5 15 12 12 26 10 10 350 

1 6 13 11 12 27 9 10 393Alii 1975 4 5 

(1971) (6 ) (4 ) (9 ) (13) (14) (12) (13) (16) (7 ) (5 ) (481) 

(a) See footnotes (a) and (b) to Table 15 



All Members of Parliamentt Number and percentage going abroad on Select Committees, delegations etc. in the 
12 months preceding the survey and average number of days spent abroad 

Number MPs going abroad Average number of days 
of MPs spent abroad (a) 

Number Percentage 

Number Number Days 

Office holders 59 14 11 24 
oOther Members : o 

Former offioe holder 97 36 37 17 z 

Hot former office holder: o m 
Less than 2 years1 servioe 106 32 30 7 2 

^2 or more years' service 183 83 45 23 

Total other Members 386 151 39 18 

All j 1975 445 165 37 17 
(1971) (524) (238) (45) 08) 

(a) Based only on those going abroad 



Members of Parliament who are not office holders: Percentages with and without other paid Occupations 

Years of service All Former Not former 
offioe offioe 
holder holder Less 6-10 16 or 11-15 1975 197* 

than 6 over 

$ * * % 5& * 
Members with other paid occupations 82 64 59 78 73 84 69 
Members without other paid occupations 18 36 41 22 27 16 31 30 

Replies to question (number) (95) (287) (197) (68) (48) (69) (382) (454) 
Percentage of returns from non office 

holders 98 99 99 100 100 96 99 99 
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Members of Parliament who are not office holders: Percentage distributions of 
hours spent on other paid occupations 

Hours spent on other Former office 
paipaidd occupationoccupationss holdeholderr 

While the House is sitting: 
Under 5 39 

5 - 9 18 
10 - 19 30 
20 - 29 10 
30 or more 3 

Replies to question (number) (77) 
Percentage of returns from 
those with other occupations 99 

During recess: 
Under 5 22 

5 - 9 17 
10 - 19 25 
20 - 29 19 
30 or more 17 

Replies to question (number) (72) 

Percentage of returns from 
those with other occupations 92 

' Not former All 
officofficee holdeholderr 

1975 1971 

* 

40 40 29 
26 24 23 
25 26 29 
7 8 14 
2 2 5 

(181) (258) (311) 

98 98 98 

28 26 18 
12 13 13 
23 24 18 
16 17 24 
20 19 26 

(176) (248) (300) 

95 94 94 

73 



Members of Parliament who are not office holders: Relationship of hours apent in total on Parliamentary business to 
hours spent on other paid occupations while the House is sitting 

P ercenta ge (cumulative) of KPa whose total hours spent on 
Parliamentary business were less than: 

All 
ranges 41 46 51 56 61 66 71 81 91 Total 

o o * % % * * So.O z -n 
5 Members with no other paid occupation 1 1 2 4 16 27 36 69 82 100 Z 
m 107 3z Members with other paid occupations! hours 

spent while the House is sittingi 

)ENTIi 

Under 5 

5  9 
2 
2 

3 
2 

6 
5 

10 
14 

26 
40 

37 
48 

51 
59 

82 
90 

93 
97 

100 
100 

94 
58 

r

10 - 19 
20  29 
30 and over 

10 -
20 

12 
12 
20 

27 
41 
40 

36 
53 
60 

45 
65 
60 

60 
76 
80 

72 
100 
100 

88 
100 
100 

93 
100 
100 

100 
100 
100 

67 
17 
5 

All 3 5 11 16 31 43 55 82 91 100 348 



All Members of Parliament: Percentage considering that further Parliamentary 
£unctions should be treated as paid offioes and number specifying; funotions 

Wie-ner any Parliamentary functions not 
at present treated as paid offices should 
be so treated: 

Replies to question
Percentage of total returns

 (number) 
 ($) 

Percentage of replies saying YES $  ) 

Functions specified 

Chairman of Committee/Chairmen^ Panel 
Jfemfcer of Select Committee 
Member of Standing Committee 
Opposition Whip 
Opposition spokesman 
Parliamentary Private Secretary 
Official of a political group 
Any function requiring full-time 
attendance 

Other 

Total number of functions specified 
Number of Members specifying functions 

Office 
holders 

47 
80 

36 

Number 

3 
1 
1 

11 
4 
-
2 
-
-

22 
17 

Other Members 

Former 
office 
holders 

76 
78 
32 

Number 

8 
2 
3 

11 
4 
-
-
1 
1 

30 
24 

Not former 
offioe 
holders 

223 
77 
27 

Number 

20 
10 
9 
12 
9 
6 
5 
6 

3 

80 
59 

All 
MPs 

346 
78 

29 

Number 

31 
13 
13 
34 
17 
6 
7 
7 
4 

132 
100 

75 



CONFIDENTIAL TABLE 22 
All Members of Parliament; Percentages considering present saveranee 
arrangements inadequate and number suggesting improvements 

Replies Percentage Percentage of 
to of total replies saying

question returns not adequate 

Number io % 
Type of MP: Offioe holders 53 90 68 

Other Members: 
Former office holders 88 91 39 
Not former office holders 270 93 55 

Age (years)i Under 40 91 92 57 
40-49 151 94 56 
50-59 106 90 48 
60-64 41 95 56 
65 and over 22 88 36 

L*.*i2-th of service (years): 
0 - 1 97 92 59 
2 - 5 99 93 51 
6 -10 89 92 60 
11 -15 53 93 47 
16 -25 57 97 42 
26 and over 16 80 56 

All 411 92 53 

Suggested improvements Number 

Severance payment of : 4 months1 salary 2 
6 " " 64 
9 " " 3 
1122 21 

(a(a))
SchemeScheme relaterelatedd ttoo lengtlengthh ooff servicservicee 81 

Scheme related to age 17 
Parliamentary allowances to continue 

for a period 5 
StatutorStatutoryy redundancredundancyy paymentpaymentss 16 
PayablPayablee oonn resignatioresignationn and/oand/orr failurfailuree ttoo secursecuree 
re-adoption 24 
Baaed on personal circumstances 9 
Other improvements (mainly unspecified) 28 

Total number of suggestions - 270 
Number of Members making suggestions 210 

(a) Includes 3 schemes based on both age and length of servioe. 



All Members of Parliament; Opinions on pension provisions 

Whether prepared to pay a higher rate 
of contribution in return for a more 
rapid accrual of pension entitlement 
Percentage of replies Baying YES 

Replies to question (number) 
Percentage of total returns 

Whether in favour of the scheme 
including provision for the purchase 
(calculated on normal actuarial 
principles) of added years of 
reckonable service 
Percentage of replies saying YES 

Replies to question (number) 
Percentage of total returns 

Whether the present Parliamentary 
pension arrangements, including those 
for widows and dependents, are con
sidered adequate in other respects 
Percentage of replies saying MO 

Replies to question (number) 
Percentage of total returns 

Office 
holders 

% 

89 
(56) 
95 

96 
(50) 
85 

50 
(54) 
92 

Other 
Members 

% 

78 
(346) 
90 

84 
(337) 
87 

56 
(330) 
85 

Total 

$ 

80 
(402) 
90 

86 
(387) 
87 

55 
(384) 
86 

Age (years) 

Under 40 40-59 

% i 

75 79 
(85) (256) 
86 92 

87 87 
(83) (243) 
84 87 

49 56 
(78) (242) 
79 87 

All MPB 

Pre-October 1964 service 
(years) 

Over 59 0 1 - 9 10 or more 
% % % % 

90 80 76 S4 g
(61) (280 ) (72) (50) ? 
90 90 91 

p" 

80 88 75 90 
(61) (269) (68) (50) 
90 87 86 89 

61 51 60 75 
(64) (259) (73) (52) 
94 84 92 93 



All Members of Parliament! Number of suggestions for improvements in pension 
arrangements 

Offioe Other TotalSuggested improvements holders Members 
Number Number Number 

PastePasterr accrual^accrual^aa^!^!11/40t/40tbb peperr yeayearr ooff reckonablereckonable 
service(bservice(b)) 1 16 17 
other 5 12 17 
unspecified 3 19 22 

higher proportion of salary - 5 5 
Earlier retirement: 60 years 2 8 10 

63 years - 2 2 
^eath in service benefit 1 9 10 
Improved provision for early retirement through 
ill-health 1 8 9 

Improved transference of existing pension rights 2 11 13 
Improved provision for widows/dependents 13 53 66 
Additional back service credit for Members with 
Pre-October 1964 servioe 1 7 8(0)

Cambers who retired prior to October 1964 should 
be entitled to a pension - 2 2 

Option for earlier retirement on reduced pension 4 9 13 
Improved protection against inflation(d) 25 26 
Other improvements (mainly unspecified) 8 70 78 
Total number of suggestions 42 256 298 
Number of Members making suggestions 30 192 222 

(a) Includes 36 suggestions made by 36 Members who said that they were satisfied 
with the present Parliamentary pension arrangements in other respeots. 

(b) The current aocrual rate is l/60th per year of reckonable service. 
(c) One Member with less than 10 years' and 7 Members with 10 or more years' 

pre-October 1964 servioe. 
The Parliamentary Pension scheme falls under the provisions of the Pensions 
(Increase) Act 1971

78 



All Members of Parliamentt Percentages proposing various intervals for adjustment of salaries and for general 
reviews of remuneration 

Whether there should be a periodicInterval for adjustment of salaries Interval for such a reviewgeneral review of remuneration 

* * 
AnnualAnnual^̂ 70 YES 90 BienniaBienniall 40 

0
0 Biennial 19 HO 10 AbouAboutt evereveryy 44 yearsyears^̂ 48

O 
0 

2 About every 4 years 6 Other! Z 
i l T lOther 5 As for oivil serviceO or annual 10 g
m Other 1 5
^ 

Replies to question (number) (429) Replies to question (number) (401) Replies to question (number) (342) 
Percentage of total returns 96 Percentage of total returns 90 Percentage of those proposing

suoh a review 95 

(a) Includes "as for oivil service", 
(b) Includes 5 per cent proposing "once in each Parliament?. 



All Members of Parliament: Numbers suggesting adjustment of salaries between 
reviews by linkage to movements in salaries or indices 

Suggestions for linkage^ All MPs 

Movements in salaries in Number 
Civil service 227 

of which: Above Under Secretary 6 
Under Secretary 7 Assistant Secretary 26 Below Assistant Secretary 3 
Unspecified 185(c) 

Judiciary 18 
of which: Circuit Judge 11 

High Court Judge 4(d) 
Unspecified 3 

Other specified professions 10 
Unspecified professions 16 
"Kvelyn King scheme" (b) 3 
Other specified groups of professions 4(e) 
General indices 
Index of retail prioes 29 
Average earnings or wages 15 
Average salaries 3 
Earnings and prices 2 

Against linkage with other occupations or general indices 14 

Total number of suggestions 341 
Number of Members making suggestions 325 

(a) Includes 75 suggestions from Members who proposed the same interval 
for adjustment of salaries as for the general review and 39 froa 
Members who did not say how often they wanted a review. 

(b) A soheme suggested by Evelyn King MP in 1975 whereby the salary of 
a Member would be oaloulated at 1 Deoember each year as "x" per oent 
of an average of (i) average weekly earnings, (ii) the salary level 
of an Assistant Secretary in the civil servioe and (iii) the salary 
level of a Circuit Judge. 

(c) Includes 33 saying "higher grades of the oivil servioe". 
(d) Includes one who said that Ministers should be so linked. 
(e) Civil servant and judge (1) 

Civil servant, judge and army offioer.(2) 
Civil servant, judge, army offioer and Royal Household (1) . 



ill Mamtiars of Parliament t Additional comments offered by respondents 

I*t*Bent personal financial situation difficult 
bsttsr off before becoming an MP and/or would be better 

Qff in outside job 
^ r l y treated in comparison with legislatures abroad 
Salary needs to accord with high standard of public servioe 
^Pacific salary proposals 
**d f Q r  t i  review to be speedy n B

5 Mary increase more important than raising allowances 
Equate allowances more important than salary inorease 
^crease should be limited by economic considerations 
*** of family life and/or pressure on dependents 
Pan iamentary work is increasingly time consuming 
fcfferentiate full and part-time Members 
SuPports concept of full-time commitment 
*wiBtB professionaHsation/favouTB part-time commitment 

differential between Ministers and backbenchers 
^ s W / o f f i c e holder to receive higher proportion of 

Parliamentary salary 
^  s remuneration out of political arena 

ler car mileage allowanoe 
n a t i o n a l i n 0 u r a n c eincome t a x /   anomalies 

Other 

fctalnumber of comments 
*Hbe: r of Members offering comments 

r of Members returning questionnaire 

Offioe 
holders 

Number 

1 

2 

1 
I 

2 

3 
1 

6 
5 
3 
1 

26 
24 
59 

Other 
Members 

Number 

14 

11 
14 
10 
13 
10 
5 

23 
10 
12 
18 
12 
9 
13 
14 

4 
27 
29 
13 
8 

269 
176 
386 

Total 

Number 

15 

13 
14 
10 
14 
11 
7 

23 
10 
12 
18 
15 
10 
13 
14 

10 
32 
32 
14 
8 

295 
200 
445 

8t 



C LS M O T  A

LIST OP INDIVIDUALS AND ORGANISATIONS WHO GAVE ORAL EVIDENCE 

Individuals who gave oral evidsnce 

Mr Jack Ashley CH, MP, and Mrs Ashley. 

The Rt Hon Lord Carrington KCMG, Leader of the Opposition in the House of Lords. 

The Rt Hon Edward du Cann MP. 
The Rt Hon Lord Elwyn-Jones, the Lord Chancellor. 
Mr Michael English MP. 
Mrs Winifred Swing MP. 
The Rt Hon Lord Goronwy-Robarts. 
Mr Peter Hordern MP. 
The Rt Hon Roy Jenkins MP. 
The Rt Hon Ronald King Murray Q3, MP, the Lord Advocate. 
Sir Peter Kirk MP. 
The Earl of Limerick. 
Mr John H McCluskey OC, the Solioitor General for Scotland. 
Mr John Mackintosh MP. 
Mr Peter Mills MP. 
The fit Hon Earl St-Aldwyn KBE, TD, DL, JP( Opposition Chief Whip in the 
House of Lords. 
The Rt Hon Lord Shackleton KG, OBE. 
The Rt Hon Lord Shepherd, Lord Privy Seal and Leader of the House of Lords, 
The Rt Hon Edward Short MP, then Lord President of the Council 
and Leader of the House of Commons. 
Mr David Steel MP. 
The Rt Hon George Strauss MP, Chairman of the Trustees of the Parliamentary 
Contributory Pension Fund. 
Mr Mike Thomas MP. 
The Rt Hon Jeremy Thorpe MP. 
-'!r Christopher Tugendhat MP, accompanied by Miss L Hastie (secretary). 
Mr W van Straubenzee MBE, MP, Chairman of the Seleot Committee on 
Assistance to Private Members. 
Mr Brian Walden MP. 
The Rt Hon William Whitelaw CH, MC, DL, MP. 
The Lord Winterbottom. 

Government Departments and other organisations who gave oral evidence 

Civil Service Department 
Board of Inland Revenue 
Members of the Secretaries Council of the House of Commons 



CONFIDENTIAL 

APPENDIX C 

CURRENT SALARIES OP MINISTERS AND PAID OFFICE HOLDERS 

Prime Minister £20,000 

Cabinet Minister £13,000 
Minister not in the Cabinet )  t % 5 Q Q _ 
Minister of State i 

Parliamentary Secretary or Under 
Secretary of State £ 5,500 

Lord Chancellor £20,000 
Att orney-CJeneral £14,500 
Solicit or-General £11,000 
Lord Advocate £11,000 
Solicitor-General for Scotland1 £ 7,750 

Chief Whip, House of Commons £ 9,500 
Chief Whip, House of Lords £ 6,500 
Deputy Chief Whips, both Houses £ 5,000 
Other Government Whips, House of Lords £ 4,500 
Other Government Whips, House of Commons £ 4,000 

Leader of the Opposition, House of Commons £ 9,500 
Opposition Chief Whip, House of Commons £ 7,500 
Two other Opposition Whips, House of Commons £ 4,000 
Leader of the Opposition, House of Lords £ 3,500 
Opposition Chief Whip, House of Lords £ 2,500 

Mr Speaker £13,000 
Chairman of Ways and Means, House of Commons £ 6,750 
Chairman of Committees, House of Lords fc 6,750 
Deputy Chairman of Ways and Means,House of 

Commons £ 5*500 
Principal Deputy Chairman of Committees, 

House of Lords £ 5*500 

The present Solicitor General for Scotland is not a Member of either 
House of Parliapient. 



Notes; 

Ministers and other office-holders, other than those who are provided with 
an official residence, receive a London supplement of £385 a year. Those who 
are Members of the House of Commons receive a Parliamentary salary of £3,700 
a year (except Cabinet Ministers who receive £3,000 a year) in addition to their 
Ministerial or official salary and are also eligible, with certain modifications, 
to claim against the allowances and facilities available to all Member of 
Parliament. Those who are Members of the House of Lords may olaim up to a maximum 
of £700 a year against the Peers' expenses allowance, and the first £100 of 
such claims is free of tax. 

The salaries of the Prime Minister and of Mr Speaker include flat-rate 
elements of £5,000 and £4,000 a year respectively that are free of tax in 
recognition of the additional expenses of the offices. * 

The salary of the Lord Chancellor includes £2, 500 in recognition of his function 
as Speaker of the House of Lords. 

Statutory pensions of £7,500, £6,500 and £8,500 a year respectively are 
attached to the offices of the Prime Minister, Mr Speaker, and the Lord Chancellor. 
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CONFIDENTIAL APPENDIX A 
1 

, . * * , r v * AMTi FACILITIES FOR MEMBERS OF PARLIAMENT. 
RECOMMENDATIONS ON ALLOWANCES AND FAOlLJ-i-^0 
i) Secretarial Allowance (para 15)
TU i^imum of the curr^t allowance is £3,200 and is intended t. provide 
^ b e r s w i t n either or both secretarial and research - t ^ e . 

n 

I" considering an increase in the allowance to cover the 
occupational pension scheme *for MPs' secretaries,,Moei sprretaries  the Review Body noted* * 

tm^iuuai. H s aro employed and what 
A A

variety of circumstances in which secretariesecretaries 
Provision is already made for superannuation. 

hri-t-h  national insurance*l* current allowance contains an element both fofo rr 
. . . . ^-n^jon d for contributions tocontributions, including graduated pension, ananator 

earning related pension scheme to be introduced - ^ ^ 
- **cau6e of this and the fact that many Members require less than 
full-time assistance, t j ^ e ^ c ^ ^ e n ^ l l o w a ^ s the most that can be, 
fasti Z* for s u o e r a n n u ^  a r n g e m ^ 7 T^thout the production of 

accounting procedure, 
r a

^ ) Office F-rrp" g o w Allowance (para 16)
urrace axpwi,^ - ^ . h a v  e o meet their own office 

Review Body acknowledged that Members have 
lenses for Machinery and equipment, t *** allowance to assist with 
*t.*l and maintenance costs of general office equipment ^ ^ 
t e n d e d . T J i e . ^ ^ , of the allowance should be  £ 0 0 

t

3

27 — - ' ^ T V ? three years, upon evidence of expenditure. 
time during a period of three year , 

*U) Mi-iti--1 Allowanca (paxa 17) . . 
Roview Body d g g s  ̂ I I  ̂ n  . increasing the current of 

p . . . to enable individual Members to attend Westminster during
Besses, since the formula of four nights a week subsistence for the 
Nation of an average Parliamentary session is based,on 

M i - t i m e attendance and provides sufficient leeway to enable most 
-u.m ^^-jnnallv during a Recess. Furthermore,Members to attend Westminster occasionally s . . * ,. 

th t  Members are not restricted to the 
t l v e travel facilities available to

n

 Memoes 
PQriod of a Parliamentary session. 

i v ) Iravel Facilities, (para 19) ., . 
"tr v 1 w i t h i l ^ i o ^ l orders is a facility co^only available to 

* * * r European and Commonwealth Parliamentarians, and frequently m 
or professional life. Members travel costs are at present 



reimbursed for,journeys between Westminster, home and constituency; 
within the constituency; and to central or local government authorial 
connected with the constituency but located outside the boundaries, 
report recommends that Members should be reimbursed, or qualify for 
car mileage allowance, for all travel within the United Kingdom, on 
Parliamentary business, in order to inform themselves on subjects 
directly relevant to the work of Parliament, or the interests of their 
constituents. 

v) Postage and Telephone Costs (para 21) 
Members are provided with free postage from Westminster to destination 
within the United Kingdom for Parliamentary business, and telephone 
calls from the House, within the United Kingdom, are similarly free. 
The facilities are considered adequate and an extension of the facilit, 
to Members' homes or constituencies would be inappropriate. An 
extension of facilities from the House is however recommended to apply 
to communications with other EEC countries on Parliamentary business. 

vi) Severance Arrangements (para 24) 
Since April 1975 Members have been reclassified for national insurance 
purposes, and may be eligible to receive redundancy payments in the 
event of losing a seat as a result of reorganization of constituencies 
The report therefore recommends that the grant under severance 
arrangements should be available only as an alternative to redundancy 
payments. depending on individual circumstances, otherwise the severan 
arrangements should be unchanged. 
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C0KFI22X2IAL 

^CQMMZXD^IONS ON KSKBSHS1 AND KIKISTSHS' PSXSIOHS 

i) Inclusion of Members who retired prior to the implementation o.f 
the scheme (para J4) 

At present, Members who retired before October 1964 and who have no 
subsequent service in the House of Corona are not entitled to any 
W e f i t  s under the Parliamentary Contributory Pension ?und. Despite 
*&e small numbers involved, the Review Body considers that the prin
ci?le of no retrospection is an important one, and recommends no cha--e 

the present arrangements. However, the Review Body suggests the 
Possibility that some benefit, in parallel with the State pension 
^rangecents for the over-80's, should be iaade available as of right 
to such Members when they reach ago 80. It calces no recommendation 
but considers that Parliament should decide. 

ii) Reckonable service before 1964 (para 35) 

present scheme provides for a maxima of 10 years' service prior 
*o October 1964 to be counted by Members with service after that date, 
*fce Review Body does not think that all pre-19&4 service should bo 
*9ckonable, but recommends that maximm of such reckonable service 
s W l  d be increased to 16 years for those with service after tho change 
4*- introduced, and that the cost should be met fron public funds. 

4ii) Rate of accrual (para JS) 
?te Review Body notes the heavy cost that would be involved if the 
**te of accrual were to be faster. It comments on the increasing 
1ikelihood that Members' pensions will become preserved or transfer
*ble and notes the practice regarding accrual rates in other parts of 



c h a K e  i a t h e r e s e a t 0 y 6 a : ? public sector in - * P *
accrual. 

iv) Interest on refunded contributions, (para 41) 

Noting the concessionary tax levels on refunded contributions and that 

interest level on the refunds must have regard to the long-tesa 
trend of interest rates generally, the Review Body does not consider 

an increase in the rate of interest on refunded contributions to 
% level of current interest rates generally can be sustained, but 

t 0  i n££c^sends that the - ^ *
0* contributions made from a current date. 

y ) gurchase of added years (para 46) 

Review Body recommends that pm^-inn should bo made f or^the 
EgSha.se of added years by those in service or subsequently serving. 
**chase aight be made by a lump sum within 12 months or by periodical 
^ n t  s from salary. ^ Review Body considers that, on the cessation 
Q f service caused by death cr ill-health, the total number of years the 

contracted to buy should be reokonable for pensions purposes, 

that a Member who resumes a Parliamentary career after a break in 
8e*VAce should be able to resume the purchase of added years at the 

rate applied before the break in service. 

BstirftWAnt on grounds of ill-health (p aras 49 and 100) 
9 Review Body recommends that provision should be made within the 

c W e  f 0 r retirement on grounds of ill-health. This should, include 
ll^aaceaeat of reckonable service modelled on public service arrangement 

delated to a retirement age of 65* It should also include the 

2 
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iffliaQdiate payment or preserved pensionsy but without enhancement, to 
those already retired who have to retire from their present employmon 

It recommends that immediate payment of accrued entitlement under tho 
Supplementary Scheme should be made to Members of that Scheme forced 

to retire early on grounds of ill-health. 

vii) Widows^^and dependants1 pensions (para 55) 
^ h e Review Body recommends a number of improvements to the provis ion3 

Members1 widows and dependants. These include ill-aealth enhanc 

fcent of reckonable service when the Member dies in s erv ice , and tho 
Payment of widow's pension at the Member's full salary rate for tho 

*irst 3 months after his death. The Review 3ody recommends that all 

the widows' benefits should be available to dependant widowers of 
V o a e a Members. 

via) Early retirement option (para 57) 
Under existing arrangements a Member can retire early, under certain 

circumstances, and receive an actuarially-reduced pension. Tho 
Review Body d o e s not consider that the retirement age of Members 
e & o u l d b e r e d u c e d but recommends that, in addition to the present 
A r r a n g e m e n t s , a Member who is aged 62 and has completed 35 years' 

Service s h o u l d b e able to retire with immediate payment of^unreduced 

£ensi cm accrued to that date. 

ix) Contribution rates (para 60) 
In o r d e r to h e l p m e e t t h e cost o f the improvements, the Review Body 
££commends t h a t Members' contributions should be increased from 5fa 
£0. 6% of pensionable salary. 
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x) Ministers' pensions (paras 99 and 105) 
Vhile it considers provision for the purchase of added years 
^appropriate for extension to the Supplementary Scheme, the 
Eeview Body suggests that the possibility of introducing a quali^ 
£ing period of 3 years for that scheme - should be considered. 

Review Body meies recommendations for improvements in the salarie 
Of the Offices of Prtma K i n i a ^ . Sneaker and Lord Chancellor; which 
'Will increase the annual rate of these statutory p^nsjjaaa to £9575. 

£9000 and £11 4-75 respectively. 



 APPENDIX C mCONFIDENTIAL 

SALARIES RECOMMENDED FOR MINISTERS AND OFFICE HOLDERS 

POST ' / CURRENT . RECOMMENDED 
f 0 S T C - April 1972) (June ".975; 
Prime Minister 20,000 25,000 
lord Chancellor 20,000 27,000 
Cabinet Ministers 13,000 18,000 
Senior Ministers not in Cabinet)  9 ' 5 9 ? 1 3 ' ? 2 2 
and Ministers of State ) 7 ,500 11,000 

Parliamentary Secretaries 5 ,500 8,500 

^aw Officers 
Attorney General H , 5 0 0 19,000 

0Solicitor General U ^  0 15,000 
0 0 0lord Advocate H '   ^ , 0 0 0 

Solicitor General for Scotland 7 ,750 13,000 

Office Holders 
Bouse of Commons 

l 0 l 8 ' 0 0 0Speaker 3 *  0 0  

Chief Whip 9 ,500 , 0 0 0 1 3

Chairman, Ways and Means 6,750 9,500 
U a d e r of the Opposition 9 ,500 U , 0 0 0 
Opposition Chief Whip 7 ,500 9 , 500 
Deputy Chairman, Ways and Means 5 , 500 8,500 
Deputy Chief Whip 5,000 7 ,500 

6 0 0 0Government Whips  4 , 0 0 0 ' 
Opposition Deputy Chief Whip 4,000 6,000 
Opposition.Whip 4,000 4,000* 

jjouse of Lords 
Chairman of Committees 6 ,750 9 , 500 
Chief Whip  6 ' 5 0 0 9,500 
Principal Deputy Chairman of Committees 5 , 500 8,500 

5 0 0 0  7 5 0 0Deputy Chief Whip ' . ' 
Government Whips. 4 ,500 7,000 
U a d e r of the Opposition 3 ,500 6,000 
Opposition Chief Whip 2 ,500 4,000 

* Until dissolution only: thereafter nil. 
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D O C U M E N T I S T H E P R O P E R T Y OF H E R B R I T A N N I C M A J E S T Y * S G O V E R N M E N T 

C P ( 7 6 ) 4 5 
C O P Y N O g I 

5 July 1 9 7 6 

C A B I N E T 

CUTTING THE COST OF THE CIVIL SERVICE: 
ABOLITION OF VEHICLE EXCISE DUTY 

Memorandum by the Chancellor of the Exchequer and 
the Secretary of State for Industry 

1. It was announced in the Budget Statement that; because of the 
industrial consequences. Vehicle Excise Duty (VED) on petrol-driven 
vehicles would not be abolished. Nevertheless, and despite the very short 
time that has elapsed since the Statement, the Lord Privy Seal attaches 
critical importance to VED abolition in the context of our objective to cut 
the cost of the Civil Service by £ 1 4 0 million in 1 9 7 8 - 7 9 . He takes the view 
that not only would there be a major saving of etaff, but mat a failure on the 
part of the Treasury to concede it could impair the willingness of our 
colleagues to co-operate wholeheartedly in making the difficult and painful 
decisions in their own spheres of responsibility that are necessary to ensure 
the achievement of our objective. 

2 . We accept entirely that if that objective were imperilled the wider 
task of bringing aggregate public expenditure within the limit set in last 
February's Public Expenditure White Paper could be compromised. We 
have not therefore lightly maintained our objections to VED abolition through 
the successive Ministerial exchanges on the subject since last autumn. We 
must, however, keep matters in scale. We are concerned here with about 
3 , 0 0 0 prospective new recruits, some of them to be engaged in Swansea 
which is of course in an area of high unemployment. These people will more 
man pay their way in revenue-gathering; given, in addition, the effects on the 
car industry, there is a better case for looking for staff economies where the 
effects will be less likely to be counter-productive. We recognise that VED 
abolition is associated also with, important if less urgent objectives in the 
field of transport policy. But the link between VED abolition and transport 
policy is basically an indirect one. It is not so much the abolition of V E D 
as such but the consequential increase in petrol prices which provides the 
main connection with transport policy. The recent Budget illustrates that it 
is possible to move in this direction while still retaining VED as a useful 
source of revenue. 
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THE FISCAL A R G U M E N T 

3. W e take first the fiscal argument for retaining VED, not because it 
is more immediately important than the industrial argument but because it 
has received less attention than it warrants in the interchanges at both 
Ministerial and official level. The essence of the fiscal argument iB that 
to substitute higher petrol taxation for VED, which is what would be entailed 
in order to maintain revenue-neutrality and prevent a further and wholly 
unacceptable widening of the public sector borrowing requirement (PSBR), 
would amount in practice to a serious erosion of revenue-raising capacity 
that would make still more difficult the essential task of bringing the. PSBR 
down to more manageable proportions over the years immediately ahead. 

4. Even with the revisions to public expenditure programmes that were 
announced in the February White Paper, and allowing for the need progress 
sively to reduce the PSBR, we are as a Government going to be faced in the 
period up to 1970-80 with a formidable revenue-raising problem. We cannot 
look as in the past to direct taxation for a major contribution. On the 
contrary, as we acknowledged in the Public Expenditure White Paper, the 
income tax burden now bites too harshly on low incomes while the high level 
of marginal tax rates is a serious threat to the morale am effectiveness of 
management. Any easing of the burden of income tax will increase the need 
for revenue from other sources. In this process petrol taxation will have to 
play a significant part; but the very real constraints on our freedom of 
action here need to be recognised. They are, most notably, the price 
leverage exerted by the Oil Producing and Exporting Countries (OPEC) 
cartel, which we aro virtually powerless to influence; the importance of 
petrol in the Retail Price Index (RPI) and hence to wage bargaining in the 
context of counter-inflation policy; and the need to maintain, in the interests 
of both industrial and counter-inflation policy, an appropriate balance 
between the price of petrol and derv. The presence of such constraints 
calls into doubt any assumption that if VED on petrol-driven vehicles were 
abolished, at a loss to the revenue of £625 million in the current financial 
year and of a steadily rising sum beyond this (as the car population 
continues to grow) in future years, the loss could be readily recouped via 
higher petrol taxation. It is likely that in practice other taxes would have 
to be increased, or entirely fresh sources of revenue found, against a 
background, to repeat, of general fiscal stringency. 

5. We note, in passing, that every other European Economic Community 
(EEC) country has, as we now have, a three-tier structure of motoring 
taxes comprising VED, petrol tax and vehicles sales tax. So does the 
United States. All these countries find it necessary to spread the tax 
burden on motoring in this way. 
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THE INDUSTRIAL A R G U M E N T 

6. Any substantial and sudden increase in the price of petrol would 
strengthen the tendency which has been apparent over the last year or two 
for United Kingdom car buyers to switch from larger to smaller cars. 
Fuel economy Is an increasingly emphasised selling factor and this is 
normally related to engine sise. Import penetration has been growing 
particularly in the mini segment of the market and is now Hearing 50 per cent; 
penetration is much less in the size range immediately above this (taken as 
cars between 1200 cc and 2000 cc and so covering the vast bulk of all; cars 
produced in this country) and is of the order of 20-25 per cent. The 
Society of Motor Manufacturers and Traders (SMMT) estimated that if car 
buyers responded to the sudden increase in the petrol price following the 
abolition of VED in a way similar to their response to substantial price 
rises over the past few years, demand for cars under 1200 cc would increase 
by about 20 per cent with comparable losses in demand for cars over that 
level. Import penetration in the small car segment could thus be expected 
to increase by up to 10 per cent. They estimated that this might cost the 
balance of payments perhaps £20-25 million. Apart from the loss of 
business to imports, a shift downwards in demand would be detrimental to 
the industry^ profitability, given the close link which exists at almost every 
level between car selling prices and the profitability of the individual model. 

7. The particular vulnerability of the industry to the abolition of VED lies 
in the fact mat the industry has at present only one car available in any 
numbers in the mini segment (the nearly 20 year old (British Ley land (BL) 
Mini for which the proposed replacement is not expected to be effectively 
established in the market until 1980), compared with a very wide range of 
competing imported models. Even with the introduction of the Ford Fiesta 
at the end of this year we will still be highly dependent in this area on 
imports. Ford estimate that imports will still account fox 43 per cent of 
registrations in the mini sector on average between 1976 and 1980. Apart 
from the consequences for the level of imports, a change coming before the 
new B L Mini has been introduced and established itself could be damaging 
for BL. If there is an artificial stimulus to imports in this sector before 
1980 with a demand which the existing Mini could not satisfy in output terms 
even apart from the competitive advantages of the imported models, existing 
loyalties to Leyland products will be lost and the new Mini will have to be 
launched against a difficult background which may threaten its profitability 
and viability. This would be particularly serious since the new Mini is of 
central importance In BL's model plan and of key importance in allowing BL 
distributors to have a wide enough range to offer. 

8. The effects on employment can arise both as a direct consequence of 
a shift of demand from the medium range of cars where the great volume of 
United Kingdom production rests and also from the threat to the success of 
the Mini replacement which the consolidation of the position of the foreign 
small care in the market in the period up to 1980 would constitute. In the 
Motor Industry Tripartite Group (of which Mr Jack Jones and Mr Hugh Scanlon 
are members aB well as the chief executives of the four major car 
manufacturers) the view has been strongly expressed that job security depends 
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on the stability of the environment for industry planning. The Group:s 
agreed view was that the abolition of VED and its replacement by 
increasee in petrol tax would be disturbing and damaging for the 
industry. The union members of the Group continue to press strongly 
the case for selective controls of imports of cars to protect jobs, with 
considerable support from the manufacturers, and the threat of increased 
imports due to the abolition of VED would very much strengthen their 
pressure. They believe, rightly in our view, that abolishing VED by 
loading the burden on to the petrol tax would add to unemployment by 
reducing the number of jobs in the car industry. This loss of jobs has 
to be added to the Civil Service clerical jobs that would not materialise 
in Swansea and elsewhere. 

9. A further relevant consideration is the treatment of company cars 
as a taxable fringe benefit. Our colleagues will be aware that the fringe 
benefit proposal has stimulated considerable criticism from the motor 
industry. We have offered full and genuine consultation with the industry 
so as to see how far the possible adverse effects on the industry can be 
ameliorated. This issue still remains open. But it is relevant to the 
proposal to abolish VED in two respects. First, the decision not to 
abolish VED was received by the motor industry with considerable relief. 
They would find it incomprehensible if the Government were to reverse 
this decision, particularly bearing in mind that the Budget Statement 
emphasised industrial considerations as the major reason for retaining 
the duty. Second, whatever the outcome of the fringe benefit discussions, 
the industry would be shocked and demoralised, and in our view with 
some justification, if after emphasising to us the difficulties that they 
would face if fiscal measures encouraged a shift towards small cars, 
we were to make a change which would almost certainly have precisely 
this result. The credibility of consultation, on which we have placed 
considerable emphasis, would be severely, perhaps irreparably, 
undermined. 

CONCLUSION 

1 0 . In the light of these considerations we conclude that the prospective 
staff savings are insufficient ground for abolishing VED on petrol-driven 
vehicles. In the first place, given on the one hand the revenue 
requirements that lie ahead and in particular the paramount importance 
of curtailing the PSBR, and on the other hand the practical constraints 
that apply in the field of petrol taxation, we cannot afford the effective 
narrowing of the tax base that abolition would imply; we should in practice 
be giving up £625 million a year for nothing! Second, we cannot sensibly 
contemplate action that would further open up the domestic market to 
foreign small cars, and thereby put at risk the efforts mat British Leyland, 
Ford, Chrysler and Vauxhall will be making over the next few critical 
years to regain their share of mis section of the market. While the 
administrative cost of collecting VED 1B admittedly high relative to other 
important taxes (though arguably not as high as it appears because the 
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coat of vehicle registration would presumably still have to be borne even 
if VED did not exist), the duty does seem to work to our national 
advantage in present circumstances. Zt is acting in effect as a non
tariff barrier of a kind which our more nationalistic competitors, notably 
the French and Japanese, unashamedly deploy. It is impossible to 
imagine that any of them would make a fiscal change which would increase 
the vulnerability of one of their major industries. Third, a change of 
mind now on VED, after the decision announced in the Budget speech on 
prior industrial grounds, would deal a severe blow to the credibility of 
our pledge, notably in the National Economic Development Council 
last autumn, to give priority to manufacturing industry in framing our 
economic and fiscal policies. The implications of that for the currently 
very successful work on industrial strategy would be very serious indeed. 

D W H 
E V 

Treasury Chambers 

5 July 1976 
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D O C U M E N T IS THE PROPERTY OF HER BRITANNIC MAJESTY*S GOVERNMENT 

CP(76)46 COPY N O S i 

S July 1976 

CABINET 

DIRECT ELECTIONS T O THE EUROPEAN ASSEMBLY 

Memorandum by the Secretary of State for Foreign and 
Commonwealth Affairs 

1. At its meeting on 11 June Cabinet agreed that the Report of the Select 
Committee on direct elections should be considered by Parliament arid 
discussed by Cabinet itself before the European Council on 12-13 July. 
The Committee published its first report covering the Community aspects 
of the problem on 15 June. I attach at annex to this paper the summary of 
its recommendations. Arrangements have been made for the report to be 
debated by the Commons on 9 July. Mr Hattersley will open for the 
Government in my absence in the United States. 

2. Thia memorandum sets out the line that I propose we should take 
both in the debate and at the European Council at which there will be great 
pressure to settle the main outstanding issues in the Community, In 
general the Select Committee's recommendations are close to the line 
proposed in the Government'e Green Paper Cmnd 6399 which has been taken 
as the guideline for our negotiations in the Community so far. The situation 
under the four main headings considered by the Committee itself is as 
follows: 

SIZE AND COMPOSITION OF THE ASSEMBLY 

3. Within the Community the negotiating options have become a good 
deal clearer since the last Cabinet discuBaion, Community Foreign 
Ministers had a useful exchange at their informal meeting on 12 June and 
the Prime Minister and I were able to pursue the matter further bilaterally 
during President Giscard's State Visit, As we had hoped the President 
proved to be more flexible than his Foreign Minister or officials, since 
he had formal difficulties with the Belgian compromise proposal which we 
were inclined to favour (outlined in paragraph 4 of my memorandum 
CP(76) 25 of 7 June), wefloated with him another variant devised to meet 
M s objections, which would give an Assembly of 390 of which 78 seats would 
go to the United Kingdom. President Giscard was careful not to commit 
himself but indicated that he would not take a lead in opposing a solution on 
these Hubs. 
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4. In the debate I believe we should accept the Select Committee1? 
recommendations as to our broad negotiating aims while making it clear 
that the result we obtain will have to be within the limits of what is 
negotiable. It would not be right to reveal the confidential exchanges with 
President Giscard and we should not tie our hands too tightly before the 
final negotiations in the Community. In the European Council we should 
continue to seek the best possible solution for the United Kingdom in 
comparison with the smaller Member States. I believe that a solution 
in the range of the Belgian proposal or the variant floated with Giscard 
should be acceptable, 

DATE FOR ELECTIONS 

5. The Committee recommend In favour of elections being held in 
May or June 1978. They believe that it should be possible for the necessary 
legislative and preparatory work to be completed in time for this date to be 
adhered to but add that they will be in a better position to make a firm 
assessment on this point when they have considered the matters raised in 
Part 3 of the Green Paper (ie the electoral arrangements including 
constituencies, franchise etc which are to be decided nationally). These 
are matters which the Government will itself wish to consider carefully in 
the light of the Select Committee's future report. In concluding the 
negotiations in the Qommimity I believe we should keep open the possibility 
of nominating United Kingdom members In 1978 in case this should prove 
necessary., But we should emphasise our intention to proceed to elections 
at the same time ae the other Member States if possible. We should also 
indicate these intentions in the debate. 

6. The European Council may also set the precise dates for the first 
elections in 1978 which it has already been decided should take place within 
a period of a Thursday to Sunday inclusive in May or June, hi the Green 
Paper we suggested there might be advantage in holding the European 
Assembly elections in May at the same time as local authority elections 
if this can conveniently be arranged. The Select Committee in the light 
of the views put to them recommend that elections should take place on a 
date on which no other elections are statutorily held. The Labour Party, 
however, recently inclined toward a different view on this point. It is for 
consideration whether we should accept the Committee *s recommendation 
on this and say so in the debate. Since the prospect of altering dates of 
the local elections due in England in 1978 is in any case under consideration 
because of the coincidence with Ascension Day, there would in practice be 
no problem in accepting any date in May or June 1978 which avoids 
United Kingdom public holidays. 

THE PERIOD FOR WHICH THE ASSEMBLY SHOULD BE ELECTED 

7. The Select Committee came out in favour of a fixed term but with a 
slight bias in favour of four rather than five years. As explained in the 
Green Paper there is already a broad consensus in the Community in favour 
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of a five-year period. I think we should go along with the Community 
view rather than reopen the point at this stage. The Committee advances 
no substantive arguments in favour of four rather than five years. 

STATUS OF M E M B E R S OF THE ASSEMBLY 

8. The Committee recommends clearly in favour of an optional dual 
mandate. This is also the view put forward by the Government in the 
Green Paper. We should stick to this. 

CONCLUSIONS 

9. The negotiations in the Community are now within sight of a 
conclusion. The main outstanding points are likely to be settled at the 
European Council on 12-13 July and the final details will be settled as soon 
as possible thereafter. In the negotiations so far we have played a full 
part in order to make sure that British interests should not go by default, 
but under the general reservation mat the Government would wish to look 
at the agreement as a whole in the light of the results of their political 
consultations within the United Kingdom. As far as the Community 
aspects of the problem are concerned (ie those covered in Part 2 of the 
Green Paper) the debate on 9 July will be the conclusion of a process of 
consultation in which we have sought a full spectrum of political views. 
I believe that an agreement on the lines outlined above will be acceptable 
to the broad majority of opinion in Parliament. I therefore recommend 
that Cabinet should agree that the Prime Minister and I should seek to 
conclude the Community negotiations on this basis. 

A C 

Foreign and Commonwealth Office 

5 July 1976 
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ANNEX 

FIRST REPORT FROM THE SELECT COMMITTEE ON DIRECT ELECTION3 TO 
THE EUROPEAN ASSEMBLY. 

SUMMARY OF RECOMMENDATIONS 

1- The Government should press for an agreement under which the^ 
size of the Assembly should fall between 350 and 425 seats. 
2. In reaching a decision on the final number and allocation of 
seats, the following considerations in particular should be borne 
in mind:

(i) that population should be the chief factor in any 
computation of seats as between different Member States; 

(ii) that any formulation should be such as to make it possible 
for the United Kingdom1s allocation of seats to be large 
enough to provide representation for its component parts 
not significantly out of proportion to those of the 
smaller Member States (with the proviso that Luxembourg 
should be treated a3 a special case). 

5. The Government should a^ree in the Council that elections 
should be held in May or June 1978. 
4. Elections 3hould take place on a date on which no other elections 
are statutorily held. 
5. Elections in the different Member States should be held on the 
same date or within a few days of each other (but not on a Sunday 
in the United Kingdom), and the results in each Member State should 
be declared at the same time. 
6. To allow for the fact that some Member States may use an electoral 
3ystem requiring more than one ballot, in such cases the first ballot 
should be held at the same time aa the single ballot in single ballot 
countries, and the result of the first ballot should be declared 
at the same time as the final results are declared in single ballot 
countries. 
7. The directly elected Assembly should be elected for a fixed term 
of four or five years (with a slight bias in favour of four). 
8. An optional dual mandate should be adopted so far as the United 
Kingdom is concerned. 
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CABINET 

PUBLIC EXPENDITURE AND THE AID P R O G R A M M E 

Memorandum by the Minister for Overseas Development 

1. The Chancellors paper proposes a cut of £100 million In the 
overseas aid programme for 1977-78. I submit to my colleagues that this 
is completely unacceptable for the following reasons: 

1. It is outrageously disproportionate to all the other savings 
he is seeking. He would be taking 10 per cent of hie savings from 
a programme which accounts for only 0.89 per cent of public 
expenditure. 

2 It would reduce our aid programme in 1977-78 by over 
18 per cent. This could not be done by "limiting new commitments1 

as suggested tho-Annex to the Chief Secretary"a memorandum. 
A cut of this size would mean reneging on a number of commitments 
and expected01"Qf * bilateral, European and international 
character, and the political consequences of such an action would 
be grave. My officials are urgently studying which commitments 
we would have to go back on so as to minimise the damage, but I 
can say already that we should have to take an implacably negative 
attitude in Brussels, even on favoured programmes such as aid to 
non-JVssociates, and in the international discussions on the follow up 
to the North-South dialogue and the United Nations Conference on 
Trade and Development (UNCTAD); that bilateral capital aid 
pledged but not yet allocated to particular projects would in some 
cases have to be stopped; and that even on-going projects may be 
affected, with adverse effects on the development plans of our 
clients and on our relations with them. It goes without saying, 
of course, that new commitments would have to be eliminated 
however urgent the political case might be in the view of the 
Foreign and Commonwealth Office or my Cabinet colleagues. Last 
October we published a White Paper (Cmnd 6270), announcing our 
policy of directing more aid to the poorest countries and the poorest 
groups within them. This was approved by the House of Commons in 
a debate in November and has been well received throughout the world. 
We could not pursue the strategy if our programme was substantially 
cut, 
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3, The moral case for maintaining, and, as far as possible, 
increasing the aid programme is well understood by my colleagues. 
But in a year in which our national wealth is expected to increase by 
5 per cent the Chancellor is not merely suggesting mat we do not 
spend a penny of this addition to our wealth on aid but that we actually 
reduce the programme far below its present level. I could not 
possibly explain this to public and Parliamentary opinion. A rich 
country ought not to be so mean and petty as to solve its problems 
at the expense of poor countries, with the biggest loss being 
suffered by the world'a poorest people, many of them living near 
starvation level. Britain is a rich country. There is a difference 
between being broke and being poor. The fact that one has a 
mortgage on one's house does not prevent one from contributing to 
the local church. 

4, The international political consequences of a major aid cut 
would be most damaging. The political background includes the 
continuing "North/South" dialogue in the Conference on International 
Economic Co-operation talks in Paris; and the follow up to UNCTAD, 
where our existing attitudes were condemned as negative. We 
want the Commonwealth Prime Ministers1 Conference next year 
at which we shall be the hosts - to be a success. If a swingeing 
cut in aid to the developing Commonwealth were just taking effect, 
the conference would get off to a very bad start. The Organisation 
for Economic Co-operation and Development (OECD) Ministers 
agreed only a fortnight ago that increased concessional aid was 
required in particular for those developing countries most in need; 
and the communique continued: "Member Governments agreed to 
intensify their efforts within the OECD to strengthen policies to 
those ends". We are already one of only four OECD countries 
whose aid performance was worse in 1975 than 1971. Within the 
European Economic Community (EEC) we devoted a smaller share 
of our Gross National Product (GNP) to aid in 1975 than any of our 
partners except Italy, Ireland and Luxembourg. And in terms of 
dollars per head of population our aid in 2975 represented $15, that 
of Germany $27 and that of the Netherlands $45. Do we really want 
to earn the reputation of being more mean and unreliable than other 
Western nations? 

5. There would be a violent reaction on the domestic political 
front. We have been the Party which has endorsed the United Nations 
0, 7 per cent of G N P target for aid in election manifestos and in 
Conference resolutions. Since we returned to office we have 
publicly accepted the target as a Government and at very many 
international conferences have undertaken to move towards it as 
our economic situation allows. But in fact ever since 1961 our aid 
performance has been declining, from 0.52 per cent in that year to 
0,38 per cent in 1975, and the decline has been faster under Labour 
than under Conservative Governments (who indeed exempted the aid 
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programme in major cutting exercises in 1970 and 1973). As a 
percentage of public expenditure it has declined from 2 per cent in 
1961 to 0,89 per cent in 1975. The Chancellor^ proposals would 
reduce both these figures still further in 1977. A further move 
away from the 0. 7 per cent target at a time when our G N P was 
growing by as much as 5 per cent would cause an explosion of feeling 
in all parts of the Labour Party. This would be reflected in an 
outburst by all internationally-minded people - in the Churches, in 
organisations such as the Oxford Committee for Famine Relief 
(OXFAM) and the United Nations Association. Any claim that the 
Labour Party represented Britain's "international conscience1' 
would be destroyed. 

6. The economic consequences to us of cutting our aid 
programme would at best be neutral - probably harmful. About 
70 per cent of our aid is spent in the United Kingdom on British 
goods and services; and aid helps to capture markets for future 
United Kingdom commercial exports and so contributes to higher 
growth and employment of the United Kingdom economy in the 
longer run. Since aid cuts will fall disproportionately on the 
bilateral capital aid programme some markets could be lost 
completely. This aid is almost entirely tied to the procurement 
of British goods and therefore cuts in aid would have the effect of 
increasing unemployment in this country at least as much as cuts 
in other programmes. Nor can we expect to opt out of the 
international aid effort without possible consequences on the actions 
of other donord and in particular the Japanese, the Germans and 
the Americans. The value of the orders we get from the 
international aid effort is greater than the money we put into it. 

7. As for our longer-term interests, the recent Cabinet Office 
paper on Future World Trends emphasised the race between 
population and resources which will condition the whole world 
outlook in coming years, and concluded: "Unless there are 
resource transfers on a scale many times greater than at present, 
the effective check to world population will be the Malthusian trilogy 
of war, famine and disease". 

CONCLUSION 

2. There appear to me to be three alternatives facing the Cabinet in 
relation to the aid programme 

a. To make a massive and disproportionate cut as recommended 
by the Chancellor. 

b. To make a small cut, in proportion to the rest of the cuts, 
eg of 2\ per cent or so. 

c. To leave it alone. 
3 



I submit that alternative a. is totally unacceptable for the reasons given 
above. Alternative b. would still attract a large amount of adverse 
reaction at home and abroad and would produce savings to the Chancellor 
so small as to be worthless. We should adopt alternative c* This is 
what we did a few months ago in relation to the last Public Expenditure 
White Paper. The reasons which were valid then are equally valid now. 

R E P 

Ministry of Overseas Development 

9 July 1976 
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CABINET 

FOOD SUBSIDY P R O G R A M M E 1976-77 and 1977-78 
Memorandum by the Secretary of State for Prices and 

Consumer Protection and Paymaster General 

1, Among his proposals for reducing public expenditure in 1977-78 
the Chief Secretary has suggested (CP(76) 42) that food subsidies in that 
year should b e cut by £200 million. I think my colleagues should be 
aware of what the e f f e c t B of such a cut would be. 

2. The 1975 Public Expenditure White Paper (Cmnd 6393) provided 
for food subsidies to be run down as follows:

£m. (1976 survey prices) 
1975-76 635 
1976-77 408 
1977-78 280 
1978-79 84 
1979-80 56 

The Chief Secretary is now proposing that the 1977-78 stage in the 
programme should be omitted and that the run down should be accelerated 
by one year. Because the figure of £84 million would cover little more 
than lp on a pint of milk, the effect of the Chief Secretary^ proposal 
would be to reduce the milk subsidy to that level, and abolish the other 
subsidies, within about 12 months from now - in other words, broadly 
within the period of the present incomes policy agreement with the Trades 
Union Congress (TUC). 

3. The existing programme, involving a reduction in food subsidies in 
this current financial year of £227 million (at 1976 survey prices) will 
itself cause substantial price increases between now and next April. It 
will entail abolishing the subsidy on tea, and reducing the level of each of 
the other subsidies. Because falls in the price of milk for manufacturing 
purposes have the effect of increasing the deficit in the Milk Fund which 
has to be met by the subsidy, it will be necessary to bring forward from 
January 1977 to September next an increase in the price of milk. This is 
contrary to an undertaking we gave in the House of Commons at the time of 
the last farm price review but if the Minister of Agriculture agrees I a m 
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prepared to accept it as unavoidable. None of these price increases will 
be palatable to the TUC and our supporters, but they can be defended as 
being within the existing programme which was known tc the TUC when they 
agreed to the pay limits for the next incomes policy year, 

4. But to achieve the accelerated run-down asked for by the Chief 
Secretary would mean that price increases linked to subsidy reductions 
would have to take place in every single month from September 1976 to 
April 1977. These increases would be additional to the heavy price 
increases on subsidised foods expected for reasons unrelated to reductions 
In subsidy. The total effect is estimated to be that price increases on the 
six subsidised foods alone might add l-l£ per cent on the Retail Price Index 
over the 1976-77 financial year and a further f-1 per cent over the 1977-78 
financial year - in all about 8 per cent on the Food Index. (These figures 
take no account of a possible devaluation of the Green Pound. I cannot 
emphasise too strongly the importance of avoiding any move on that front, 
particularly in relation to milk products and milling wheat.) The Increases 
before August 1977 include at least 2p a pint on milk (24 per cent, all due 
to the. subsidy cut); 3p on a large loaf of bread (17 per cent, two-thirds 
due to the subsidy cut); 14p a pound on cheese (28 per cent, three-quarters 
due to the subsidy cut); and 12p-13p a pound on butter (31 per cent, about 
one-third due to the subsidy cut). 

5. These increases will hit hardest the most vulnerable sections of 
the community whom we have tried to help through the food subsidy 
programme - pensioners, those on low incomes, and those with large 
families. We subridised the cheaper sources of nourishment to help 
the poor; hence, sharp price increases in subsidised foods must 
discriminate against mem, as they have no acceptable alternative to turn 
to. Prices of these basic necessities are likely to go up considerably 
faster than the non-basic foods. Some of those most affected are already 
disappointed by the slower phasing in of the full Child Benefit Scheme, 
and will be affected by increased charges for school meals in the spring. 
The report from the General Council of the TUC which was presented to 
the special conference of the TUC last month reaffirmed their belief in 
the value of food subsidies in giving special help to the least well off. 
I do not believe the TUC or our supporters in general would be prepared 
to accept action on our part to effect increases in the prices of food over 
and above those caused by reasons beyond our control and by the need to 
meet our existing programme for reducing the level of subsidies. 

6. M y conclusion is that we cannot go along with the Chief Secretary's 
proposal for a further cut of £200 million in food subsidies in 1977-78 
without putting at risk both the maintenance of this year's pay policy and 
the possibility of negotiating an acceptable policy for the following year. 
I have considered carefully whether there is any lesser cut which we could 
adopt but I have come to the conclusion that the most I could safely offer 
is £50 million. Even this would involve abolishing the subsidies on bread 
and £Lour in April next year; but it would waftble the increases in the price 
of milk and the reductions in and eventual abolition of the subsidies on 
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butter and cheese to be phased over a slightly longer period, and so 
reduce the pressure on the critical first half of next year. 

7, I therefore recommend that the food subsidy programme for 
1977-78 should be cut by £50 million. Recognising the need to reduce 
the Public Sector Borrowing Requirement, one possible alternative which 
I have put to the Chief Secretary would be to increase excise duties. 
The difference of £150 million between the Chief Secretary's proposal 
and m y own could be covered by, for example, an additional on a 
pint of beer and 3p on a packet of 20 cigarettes. I am loath to make" 
any recommendation which would increase prices or put up the Retail 
Price Index, but I would regard an increase in excise duties as likely 
to be less repugnant to the TUC, as well as being a more tolerable step 
in terms of both social and nutritional policy, than the virtual elimination 
of food subsidies over the next 12 months. 

S W 

Department of Price and Consumer Protection 

12 July 1976 
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13 July 1976 

CABINET "" 

PUBLIC EXPENDITURE 

Memorandum by the Secretary of State for the Environment 

1. At our discussion last Tuesday, the nature of our problem for next 
year became clear. It is not one of shortage of resources. True, as 
always in recovery, bottlenecks will emerge in a few sectors, but by any 
post-war standard output and employment will still be heavily depressed 
throughout next year. The real constraint is that we cannot get by now o r 

next year without extensive foreign borrowing, and that will not be 
forthcoming without foreign confidence in our power to handle our economy 
decisively and to break through to a position when we are again paying ou? 
way. 

2. The first question, therefore, is whether what we are being asked to 
do is likely to restore confidence. It is only five months since we published 
our last public expenditure White Paper. That committed us to a strategy 
for getting through the next three years by rigid control to ensure that 
public expenditure took none of the increment of output. To abandon it so 
quickly will not restore confidence: it will show only mat the British 
Government has neither confidence in its own policies, nor the resolution 
to resist foreign pressures. 

3. To do what the Chancellor is asking, we shall have to announce this 
month a package of actions directed at public expenditure alone. We shall 
be forced both to reduce subsidies on some basic services and to take a 
further slash at public sector capital programmes. 

4 , Cuts in subsidies will fall on rents, food or fares. Like increases 
in Value Added Tax (VAT) or tobacco tax they put up the Retail Price Index 
(RPI), On council rents, room for manoeuvre is in any event limited by 
the need for legislation specifically to cut subsidies if we are to meet the 
Cmnd 6393 targets. That seems to me out of the question in present 
circumstances. Politically, the limit to which we can go is in practice 
an increase of around 60p - the same as mis year. 
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5 But the cuts on public capital programmes are even more 
misguided - economically and politically. We could not possibly achieve 
savings of the size requested without imposing a virtual moratorium, more 
or less prolonged, on starting new council houses as well as on road 
building - local and national. This would have no possible justification 
in terms of relieving the pressure on the construction industry. The 
Public Expenditure Survey Committee (PESC) Report forecasts that even 
without cuts, construction output in every year to 1980 will remain below 
1970 levels. After shipbuilding, construction is our worst-hit industry. 
Unemployment is running at 13^ per cent. Lees work means the deliberate 
creation of higher unemployment there. £400 million off public sector 
construction work will mean over 50, 000 jobs lost - with nothing to show for 
it since neither the spare labour nor the spare capacity can help the 
industrial strategy at this stage, 

6. To achieve major savings in expenditure next year the moratorium 
must be announced this summer, inevitably with mounting effect on jobs this 
coming winter. I do not see how we could justify such an abrupt U-turn in 
our policy from Cmnd 6393 when we said *The planned levels of expenditure 
for future years reflect the continuing high priority being accorded to 
housing^ to a situation where housing investment bears the brunt of a 
programme of public expenditure cuts. At least when our apponents 
imposed a construction moratorium in 1973 they had the justification of a 
serious overload on the industry - and even then they excluded housing and 
roads. 

7. These measures will in my view do serious, perhaps fatal political 
damage. The public sector unions - and they include not only the National 
Union of Public Employees, the General-Municipal Workers Union, the 
National Association of Local Government Officers and the National Union 
of Teachers but in construction the Union of Construction and Allied Trades 
and Technicians and the Electrical, Electronic, Telecommunications and 
Plumbing Union and in transport the Transport and General Workers Union 
and the rail unions - will be bitterly opposed and this will certainly be 
reflected at the Trades Union Congress in September and increasingly in 
the months ahead. The Party in the House and in the country will simply 
not accept the deliberate creation of extra unemployment in the midst of 
our worst post-war recession. There is also a real risk of a breakdown 
in our relationship with the local authorities. We promised to bring them 
into PESC and we are presently seeking their co-operation in cutting some 
£400 million of excess planned expenditure this year. To impose new 
economies on them, without consultation will be regarded quite simply as a 
breach of faith. But, above all the loss of morale will come from the clear 
recognition that we are being forced to take measures not because they 
assist our strategy for industrial revival but as a gesture to appease our 
critics at home and overseas. 
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8. We decided last week to cut out the prospective over-spend, so that 
we remain on course with our announced strategy of zero growth in public 
expenditure^ This by itself will involve the control of local authority 
house building and a reduction of £150 million on capital expenditure. We 
should not at this stage do more. If we cut £1 billion this time, we shall 
soon be told that more is needed - and the next £1 billion instalment will 
require even more drastic revisions of our fundamental social policies, 
and even more deliberate creation of unemployment in construction. 

9. Either we maintain confidence by sticking to the course we have 
already publicly charted or we go for a comprehensive package which will 
be seen to be balanced and relevant to our problems. Taxes, not public 
expenditure cuts, are the obvious instrument for short-term demand 
management. Of course, higher indirect taxes will add to me RPI, But 
before we decide that is a critical objection to their use now, let us ask two 
simple questions -

Do we see no distinction between prices of essentials such as fares, 
rents and foods, and more discretionary items such as petrol, 
tobacco and drink - even if the effect on the RPI is slightly larger? 

Do union members really prefer fewer jobs to higher prices? 

10. But, above all, higher taxes demonstrably bear much more directly 
on imports. If we cut public construction, the direct effect is on jobs at 
home with only a small reduction on imported materials. H we put up 
indirect taxes, this will have a much larger and more direct effect both on 
imports and on the release of production for the export market. Taxation 
even helps the Public Sector Borrowing Requirement more, since every 
domestic job lost means both less revenue from taxes on income and more 
expenditure on unemployment pay to be set against the original public 
expenditure saving. 

11. if tho view of the Cabinet is that £1 billion is not enough, that we 
shall still be unable to finance our prospective trade deficit, then other and 
different measures are required. The situation of deficit, falling reserves 
and high unemployment precisely fits the terms of Article X H of the General 
Agreement on Tariffs and Trade and Article 108 of the Rome Treaty and 
would justify in international economic law the imposition of general 
restraints on imports. 

12. X therefore urge my colleagues to think again and to take the time 
needed to evolve a total package that will bom directly reduce our need for 
foreign money and command the political support required to maintain the 
major success that has been achieved in our voluntary prices and incomes 
policies. 

P S 
Department of the Environment 

13 July 1976 3 
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13 July 1976 

CABINET 

PUBLIC EXPENDITURE CUTS 

Memorandum by the Secretary of State for Energy 

1. The proposals of the Chancellor of the Exchequer and the 
Chief Secretary, Treasury, for cuts in our programme in 1977-78 may 
have damaging effects on Department of Energy programmes. If other 
spending Departments are in a similar position, the Cabinet will have 
to consider the possibility that cuts on the scale requested cannot 
realistically be achieved. Even if the full cuts were decided now, the 
Government'e economic policy is still likely to be seen to be totally 
inadequate within a few months. Instead we should decide on such 
practicable savings in public expenditure as can be identified without 
damage to our economic strategy or the social contract, press ahead 
with urgent negotiations to stabilise sterling, and prepare a new economic 
programme to announce in the autumn. 

EXPENDITURE CUTS IN DEPARTMENT OF ENERGY PROGRAMMES 

2. £65 million of the British National Oil Corporation'8 (BNOC) bid 
for 1977-78 can notionally be transferred back to the contingency fund, 
provided that this does not mean that BNOC is subsequently forced to 
forgo investments which would hie Id a high return, largely in the form 
of foreign currency. But the further £100 million of cuts proposed for 
energy investment and Research and Development is contrary to the 
Governments declared strategy of promoting productive investment and 
strengthening manufacturing industry. 

3. The existing bids of nationalised energy industries are "mid-point" 
estimates from which most over-estimating has already been cut out oo 
the understanding that this Government can be trusted to take realistic 
account of their needs. The view of the industries would be that it is 
indefensible for the Government to cut investment by nationalised bodies 
at a time when it is vigorously trying to promote private industry. The 
effect of cuts in investment would be:

a. to damage manufacturing industries by halting orders 
for plant and equipment; 
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b. to necessitate Some reductions in employment in the 
nationalised industries on which consultation with the relevant 
trade unions has not been possible; 

c. to require additional investment later to make good projects 
which have to be temporarily held up. 

INADEQUACY OF THE PROPOSED MEASURES 

4, If other spending Departments are in a similar position and find 
that cuts on the overall scale suggested (elimination of £1. 6 billion 
additional bids plus net reductions in spending of £1 billion or more) 
cannot be achieved without very serious damage, the whole strategy of 
cuts will have to be reconsidered. 

5 . Even if the full cuts proposed by the Chancellor were feasible, 
they would buy as at most only a very brief breathing space. By Hie 
autumn our economic policy will still be seen to be inadequate in the face 
of rising unemployment, exhaustion of foreign credit, stagnation of private 
investment and a growing trade deficit. 

RE C O M M E N D A TIONS 

6. Instead of going ahead with cuts on the scale proposed by the 
Chancellor, we should 

a. adopt limited savings in public expenditure from the 
baseline of existing plans including the additional bids; 

b. start immediate negotiations with the International 
Monetary Fund and the Oil Producing and Exporting Countries 
creditors to obtain a medium-term settlement of the sterling 
crisis; 

c. start work now on a full programme of new measures for 
the autumn, including 

i. restructuring taxation to improve public sector revenue; 
ii. import controls; 
iii. emergency planning agreements backed by the 
National Enterprise Board and an investment reserve fund. 

A W B 

Department of Energy 

13 July 1976 , 


