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E E . ANSTEE 

(Principal/Con-
sultant) 

Commercial and 
financial account-
ing advice on 
commercial under-
takings in the 
public sector, 
private sector 
companies, the 
form and content 
of trading and 
White Paper 
accounts, the 
privatisation of 
public sector bod-
ies other than 
Nationalised 
Industries 

• • 

WORK PFCGFARIK • 
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A. Organizatioa 

C CA (COMMERCIAL AC
( OUNT._ 

PempamaWilty Ombra 
Cate 

llonagar 
tet 

Public expenditure totals to 
which responsibilities directed 
(where approprist_e) 

Branch Heads with math areas of 
resps.aihility in 1985-86 

I wls of Celviainn (with grade) 

N/A 

(Advisory) 

Trading funds, 
repayment services, 
advice to TOA on 
accounting aspects 
of non-competitive 
Government 
contracts. 

K  L. 

Staff-in-ixst including heals 
Of DivLsicn (1 July 19t15) 

N/A 

(Advisory) 

'Dotal Staff-in-post (1 July 1985) 
6 



Area of work 

Trading Funds 

Repayment services 

Privatisation 

Monitoring commercial under-
takings in the public sector 

Nationalised industries 

Accounting standards 

Non-Departmental Public Bodies 

National Health Service 

Advice to Expenditure Groups 
with responsibilities other 
than above 

Ad hoc advisory role 

17 

2 

15 

20 

5 

2 

22 

6 

12 

8 

CA t.(Vfill/CN 
B. Allocation of timpowerAtocurces between different arms of work 

(I) 1985-06  Date 

Changes since 1984-8S 

Increase in resources devoted to monitoring commercial 
undertakings in the public sector, improving the accounts 
and financial guidelines for Non-Departmental Public 
Bodies, and providing commercial and financial advice to 
Expenditure Groups. Decrease in Nationalised Industries 
area with the greater involvement of PEAU 2. 

Changes expected in 1986-87 
oagotred with 1985-86 

Increased emphasis on the monitoring and advisory roles 
and dealings with NDPBs, continuing the trend noted above. 
Greater involvement in local authority financial arrange- 
ments. 



C. 	Aim for 1986-87 
	• 

To provide financial and accounting advice to Treasury 
Divisions and departments on issues arising on Trading 
Funds, existing and prospective. 

To provide financial and accounting advice to Treasury 
Divisions and departments on issues arising on prospective 
repayment services. 

To provide advice to Treasury Divisions and departments 
on financial and accounting matters in relation to private 
sector companies and commercial undertakings in the public 
sector, in particular in relation to privatisation and 
to monitoring bodies in which the Government has a financial 
interest. 

To provide advice on the form of trading and White Paper 
accounts and other public sector accounts kept in commercial 
format. 

To represent the Treasury interest in the Accounting 
Standard Committee's activities in relation to the public 
sector. 

To provide the secretariat for the PESC(AM) sub-Committee. 

To establish a register of firms wishing to undertake 
audit and accounting work in the public sector. 



D. • Progress on Priorities in corren41/ear 
CA 	Div iiic) PJ 

Responsibility Car—
Date 

Priority objectives 
Progress so far, constraints, prospects in rest of 1985-86 

To provide advice on financial 
and accountancy matters 
relating to the establishment 
of prospective Trading Funds. 

To advise on the form of the 
annual accounts prepared by 
Trading Funds. 

To provide financial and 
accounting advice on various 
privatisation issues. 

To preserve the Government's 
constitutional position in 
relation to the accountancy 
profession. 

Advice is being provided on the planned setting up of UKAEA as 
a trading fund with effect from April 1986, on the possible 
conversion of CISCO to a trading fund and on the establishment 
of a National Space Centre. Other candidates for trading fund 
status continue to be identified, eg Patent Office and ADAS. 

The final Trading Fund accounts for the ROFs have been prepared 
and approved. The 1984-85 accounts for the other Trading Funds 
are all at an advanced stage. Advice is being given on the form 
of the accounts to be adopted by UKAEA when it moves to Trading 
Fund status. 

Work in this area has increased and is now at a substantial level. 
Existing privatisation candidates will ensure that work at the 
current level continues until late 1986/early 1987. 

The Division has again resisted attempts by the profession to 
assert jurisdiction over accounting standards in the public 
sector. Recently this has extended into auditing standards, 
with the profession seeking information on appointment letters. 
The Division is working on a revision of the guidelines covering 
the appointment to audit and accounting assignments, and it is 
expected that this will forestall a possible attempt by the pro-
fession to dictate responsibilities on such appointments. 



D. 	(1) Progress on Priorities in current year (continued) 

40-1c 

411 
	 • 	• 	• 

Priority objectives 
Progress so far, constraints, prospects in rest of 1985-86 

5. To seek improved consistency 
and clarity in public sector 
accounts, in particular those 
prepared by the Nationalised 
Industries. 

Due to delays in recruiting staff and an extended period of 
operating below strength, the Division has not been able 
to make the progress hoped for in this area. Work has now 
started on a post mortem of the published accounts for 
1984-85 with a view to amending accounts directions as 
necessary for 1985-86. Legal difficulties may arise 
following advice received on Treasury powers in this area. 



Priority objectives 
----------- 	- - - 

1. To provide advice on commercial 
and accounting aspects relating 
to the establishment of 
Trading Funds. 

To advise on the form of 
accounts prepared by Trading 
Funds and other public sector 
bodies. 

To provide accounting advice 
on privatisation cases. 

To preserve the Government's 
constitutional position in 
relation to the accountancy 
profession. 

To improve the consistency and 
clarity of public sector 
accounts with specific emphasis 
on the larger NDPBs. 

To establish a computerised 
register of firms wishing to 
undertake audit and accounting 
assignments in the public 
sector. 

411 	 (ii) Priority objectives in 19864, 	
Responsibility eirtr- 
Date 

Comment/detail/progress expected in 1986-87 

It is still uncertain whether CISCO will become a Trading Fund 
with effect from April 1986. If it does, advice will be required 
during 1986-87. UKAEA is set for Trading Fund status from April 
1986, and advice will continue during 1986-87. If the Government 
decides to establish a National Space Centre, 1986-87 is likely 
to be the busy preparatory period. 

cv-tje-ct to the outcome of deliberations on the future of CCA, 
the form of accounts for 1986-87 will be reviewed along with 
financial objectives. Revised accounts for UKAEA will be 
required to reflect Trading Fund status. 

Work in this area has increased substantially and is expected 
to be at a high level in 1986-87. 

While continuing to welcome advice on accounting and auditing 
standards from the profession, the Division will seek to ensure 
that standards for the public sector are developed in an indepen-
dent and relevant fashion. 

This will involve a revision of Section G of Government Accounting 
to include recommended formats of accounts as currently provided 
by DAC' letters 13/83 and 13/84. 

In order to ensure that the Government is seen to be operating 
fairly in allocating work of this nature and to streamline tender 
procedures, it is considered essential to introduce a data base. 

h- 1-A preenttam 	 24.c.:CC 
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D. (iii) Alporting information including Perforce measures 
	 Ilk 0  no 

Responsibility Ceacre 
Date 

Tasks and targets detailed for each area of work where forward planning is 
feasible, and progress assessed against plan. 

Time and cost budgets prepared for each area of work when feasible, and actuals compared with targets, drawing on time-recording practices. 

For qualitative improvements (eg in the consistency and clarity of published accounts), 
progress assessed both incrementally and against a base-line. 



(iii) Constraints on past and future performance, changes in organisation of work etc  

CA Division was set up with effect from 1 October 1984. For the first 6 months 2 posts were unfilled (1/3  of the complement), causing a back-log of work. The Division is housed in unsatisfactory 
accommodation (on 2 floors at opposite sides of the building), but it is hoped that a suite of offices 
will become available by the end of the summer. The Division has been without its own secretarial and 
typing support, sharing those allocated to TOA (not without friction), but a PS post has been approved 
which it is planned to fill once the move to new accommodation takes place. 

The Division is understaffed at the professional and support levels, requiring as a minimum additional 
posts at Principal and EO/HEO (accountant trainee) level. This would permit a better coverage and 
division of the work, in particular the creation of 2 Principal-led commands dealing respectively with 
commercial/private sector issues including privatisations and with public sector financial and accounting 
matters. (It is planned to regrade the Principal/consultant to Grade 6 with effect from 1 4pia 1986.) 

A good case can be made for moving the repayment and fees and charges work currently handled by AFA 
Division to CA to complete the latter's coverage of accounts prepared on commercial lines and so remove 
the present unhelpful split of duties.7744144..A.:(1474./.4.p/e-0.4.-.1-4-6;42/,‘,.‘-ci-.ake--(422e-()c(4-4,-/gSt 

With the planned move to more suitable accommoJation and a strengthening of staff resources, constraints 
on performance will be lessened in comparison with the Division's first year of operation. 



CA DiecioNj 

Responsibility 
Da to 

E. 	41lions and Constraints 

(1) 	Effect of 5 per cent reduction in resources available  

Longer response times to requests for advice, and delays in completing standing tasks. Given the nature 
of the work, tasks cannot readily be reduced, but the Division might have to adopt a more selective approach to requests for advice in order to maintain timeliness in the more urgent and important cases. 

ii) 	Effect of 5 per cent in resources available 

Requests for advice would be dealt with more promptly and comprehensively. A start would be made on 
the tasks which have received inadequate attention, in particular monitoring commercial undertakings 
in the public sector and appraising comprehensively the forms of accounts for NDPBs. 



A. Organia.stion 
Responsibility Centre 
Date 

GAS MU 
/Imager 

Headsc Melaka (with grads) 
B L J SPRATT (GRADE 5) 

Branch Heads with main areas of 
respoonhility in 1985-06 

Public expenditure totals to 
which responsibilities directed 
(wtere appropriate) 

J C MAY 

Records of posts 
and personnel 
(incl. development 
of use of 
computers); skill 
scarcity analysis; 
career planning 
for 'E' staff; 
secretary of 
management 
committees. 

S N MARTIN  

Training schemes; 
recruitment; 
interdepartmental 
trawls and career 
interviews for 
HEO/SEO 
accountants; CPE; 
liaison with 
profession. 

craff  -in-poet including heads 
of Division (1 JUly 1985) 

GR. 5 - 1 	EO - 2 
PRIN -2 CA-]  
HEO 	- 1 	PS -  

7btal Staff -in-pcst. (1 July 1985) I_ 	8 

!"1-• p• • 
, 	. 

MIK 	 • 0.- • 



S 
B. Allocatian of Planpower/Resourves between different areas of work 	 Amponsibuity Centre 

(1) 1985-66 
	 Date 

Area of work  

1 Records of posts and personnel. 30 

2 Skill scarcity analysis. 10 

3 Training schemes. 15 

4 Recruitment. 15 

5 Inter-departmental trawls. 10 

6 Career Management. 10 

7 Other, including GASETTE, 
publicity, etc. 10 

'Ibtaa 
I 

(U) avenges sinos 1964-85 

An increase in effort on items 1 and 2 has been made 

since the arrival of new members of staff. 

(111) Changes expected in 1996-67 
cowered with 1965,86 

The main changes are likely to be in a transfer of 

effort from item 1 and item 2 as the quality and 

effectiveness of the records improve, plus a marked 

increase in item 3 if the centralised training scheme 

becomes fully operational. 



4U -I) . • C. 	kiaa for 1986-87 
Responsibility Centre 
Data 

1 To raise the profile of the Government Accountancy Service to assist 

the development of an effective corp of professional accountants and 

other financially trained personnel to provide the necessary accountancy 

input to policy and decision making and operations at all levels throughout 

government departments. 

2 To continue to act as the focal point for inter-departmental co-operation 

on recruitment, training, personnel management practice and machinery, 

grading standards, inter-departmental transfers and policy issues affecting 

the Government Accountancy Service. 



4t1- 

D. 	Progress on Priorities in current year 	 Responsibility Centre 
Date 

Priority objectives Progress so far, constraints, prospects in rest of 1985-86 

1 The maintenance of personnel 

records for each member of 

the GAS. 

The arrears in transferring basic data to CMSR have been cleared 

and a procedure for the regular notification of changes by 

departments established. Priority is now being given to improving 

the quality and accessibility of the records by the extension 

of computerisation. 

2 The recruitment and training 	Following a detailed review of both recruitment and training, 
of accountants. new measures are being introduced in an attempt to improve both. 

The use of recruitment agencies and the setting-up of a 

centralised training pool are in their early stages and will 

be taken forward into 1986/87. 

3 The identification of posts 

requiring accountancy skills. 
GASMU's dealings with departments has, through shortage of staff, 

continued to be passive rather than active but more contact 

with departments will be made during the last quarter of 1985/86 

and in 1986/87. 

4 The ascertainment of skill 	This task is still behind schedule but is now being reviewed 
scarcity. 	 as the records are improved, and data should commence to be 

produced later in the year. 



40-1c 40 	 • 
D. (i) 	Prograc 	17,rioritioo La cuzrent year (continued) 

          

 

Priority objectives 

        

 

Progreso co Zaz, constzaiatc, prospects in rest of 1985-86 

  

   

          

 

5 The development of career 

planning. 

6 The preparation of a GASMU 

procedures manual. 

7 The organisation and running 

of the Government Accountancy 

Service Conference. 

Due to the delays in the replacement of staff the review scheduled 

for late 1984/85 did not take place. This is now targetted 

for completion by the end of the current year. 

Shortages of staff have caused this task to be afforded a low 

priority and the revised target date for completion is 30 

June 1986. 

Most of the planning and organising has been completed and the 

remaining outstanding tasks are in hand. The conference will 

take place at Surrey University, Guildford at the end of 

September, /786. 

  

          

          

          



4P id • • • 
D. (ii) Priority objectives in 1986-87 (continued) 

Priority objectives Comment/detail/progress expected in 1986-87 

1 The maintenance of personnel 

records for each member of 

the GAS. 

2 The recruitment and training 

of accountants. 

3 The identification of posts 

requiring accountancy skills. 

4 The ascertainment of skill 

scarcity. 

5 The development of career 

planning. 

A continuing task. 	Improving the quality and accessibility 

of the records by extended computerisation is receiving high 

priority. 

A continuing task. The pilot scheme on the use of recruitment 

agencies will be maintained until about end-July '86 and then 

reviewed to determine whether it should be developed as a 

permanent feature. If the centralised training pool commences 

in September 1986 as planned this will require an increase in 

GASMU's resources to run it. 

A continuing task which will expand in 1986 as the ascertainment 

of skill scarcity from the records improves. Much more contact 

with departments is envisaged. 

A continuing task which has so far not progressed very fast. 

Preliminary research in 1985 as to the data necessary to ascertain 

the extent of the scarcity will produce results in 1986. 

A continuing task. Action will be taken as the result of a 

review of career postings, secondments, etc to be completed 

by the end of 1985. 



III 	 0 (ii) Priority objectives in 19861" • 
Responsibility Centre 
Date 

                         

                         

                         

                         

 

Priority objectives 

                  

                   

     

Comment/detail/progress expected in 1986-87 
- 	 --------- 	------- 

         

                    

                    

                         

                         

                         

 

6 The preparation of a GASMU 	A continuing task with a revised target date of 30 June '86 

procedures manual. 	 for completion of the initial write-up of all procedures. 

 

                         

                         

                         



Yu-  Ott 

III si 	 III D. (in) 	porting information including performance measures 

Responsibility Centre 
Date 

During :984/85 performance measures for the work of GASMU could only take 

the forn of a comparison of tasks performed against the planned programme 

and the general satisfaction of customer departments. This defect was 

due mainly to the inadequacy of one of the two Principals in the. first 

half of the year and the delay in replacing him during most of the second 

half 

Peformance measures for the type of work undertaken by GASMU staff are 

not easy to establish but will need to be studied as other high-priority 

work is cleared. 

• 



• • 

E. 	ikons and Constraints 
	 • 

Responsibility Centre 
Date 

(i) 	Effect of 5 per cent reduction in resources available  

Although such a reduction would amount to less than one-half of one person 

it woul3 delay tasks now beinc tackled which are already behind due to 

the shortage of staff. 

increase 
ii) 	Effect of 5 per/cent in resources available 

Would enable the remaining backlogs of work to be cleared and progress 

to be mace in the all-important personal contacts with departments. 



.41.0".IU 

• 	 • 
(iii) Constraints on past and future performance, changes in organisation of work etc  

The constraints in the first half of 1984/85 were the necessity to re- 

distribute the duties of the two Principals to overcome the inadequacy 

of one of them and the delay in the replacement of the EO. A further 

constraint was the gap of some 4 months between releasing the Principal 

referred to above and effecting his replacement. 

The position at 1 August 1985, is much improved with two new Principals 

and the replacement EO in post together with the additional EO agreed in 

last year's budget. Allowing for a brief learning curve for the new team 

much of the work that is behind schedule should soon to be cleared. 

The major constraint on future performance, particularly if the new 

centralised training pool becomes effective, will again be shortage of 

195(../S7 
resources if the additional staff requirement set out in the 	 budget 
is not approved. 



• • A. Crgenisation • 
riespcusibility Centre 
Date 

Nonager 

------ 

Heeds of Division (with grade) 1 	 1 
M.L. 	TAYLOR 	(GRADE 5) 

Eiranch Heads with min arras of 
reopa Ri hi 1 1 ty in 1985-86 

J -J. 	Morris 
Head of IADB. 

. 

Development A 
professional internal 
audit in Gov't 
departments, 	incl: 
provision of 
professional 
training. 

Riblic expenditure totals to 
1 '1. 5 utiich responaihilities directed 

(re apprcioriate) 

Staf f -in-pnet including heads 
of Divisicn (1 ally 1985) 

I
Thud. Staff-in-post ( 1 Ally 1985) L 



B. ALlocatiai of Menpower/Itacurcee between different areeut of work 

INTERNAL AUDIT DEVELOPMENT DIVISION 

(ii) Chums alma 199445 
%age 

(1) 1965-86 

Area of work 

limpostaibility Centre 
Date 

Further guidance work has been programmed for 85-86. Fieldwork 
in departments has been slightly reduced over previous year. 
There has been a planned corresponding increase in the more 
indirect seminars and workshops, and in level of resources 
developing and monitoring training. 

(a) Promoting and monitoring the 
application of internal audit standards 
through: 

Fieldwork in departments 

Internal audit of some very 
small departments 

Co-ordinating training 
arrangements and disseminating best 
practice by seminars, workshops 
etc. 

(b) Supporting Treasury Divisions 

(c) Creating central instructions 
and guidance 

50 

6 

29 

8 

7 

(iii) Changes en:acted in 1986-67 
unwed with 1985-86 

There should be little change. The advent of a PAC hearing 
will increase briefing needs under area of work (c). 



j 

C. 	Alas for 1986-87 411 	 RasponsibAy Centre 
Date 

INTERNAL AUDIT 

To continue to define standards and develop guldelines for internal audit in Government departments and to promote 
and monitor their application. 

To further develcp opportunities for interchange of ideas and experience between internal auditors in departments. 

To extend central training programmes so that all training standards are provided for. 



411/(i) Progress on Priorities in cnrt year 	 Responsibilit011entre 
Date 

Priority objectives Progress so far, constraints, prospects in rest of 1985-86 

INTERNAL AUDIT 

To monitor the progress 
of 	each 	departmental 
internal 	audit 	unit 
against standards and 
guidelines. 

To report on state of 
progress of each IAU 
to 	the 	departmental 
PFO 	and 	to 	pursue 
implementation of any 
agreed recommendations. 

In pursuance of 2, to 
give 	internal 	audit 
advice and assistance 
as required and on demand. 

To set up central training 
courses 	for 	computer 
audit 	specialists 	in 
partnership with Civil 
Service College. 

To develop advice on 
implementing 	grading 
guidance and on status 
of head of internal 
audit. 

This programme of work is well underway with work in a number 
of departments now complete. This work will continue into 
1986-87 and will have a large contribution to make to briefing 
for PAC at end 1986. 

A number of meaningful reports have emerged during the year, 
building on 1984-85. In the main, recommendations are being 
accepted, but we will continue to monitor implementation. 
This work will continue into 1986-87. 

The urgency of 1 and 2 above, takes priority over this work 
area, but some work is being done. Departments are making 
some use of bought in consultancy skills, where relevant. 

A six module course is under development at CSC. First 
courses should be running from September 1985. We are keeping 
our input to the work well in hand. 

This work has carried forward from 1984-85 and has just started 
first draft stage. Should be finalised by Autumn. An agreed 
form of words has been created as a preliminary and is used 
in reperts issued under 2. 



40-1c • 
D. (i) Progress on Priorities in current year (continued) 

       

       

       

  

Priority objectives 

  

Progress so far, constraints, prospects in rest of 1985-86 

 

       

       

  

6. To produce at least 3 
further 	chapters 	in 
Government Internal Audit 
Manual: 

Performance Measurement 
Fraud and Corruption 
Value for Money 

(NB. Chapter on Statistical 
Sampling now dropped). 

7. To run conferences and 
workshops for heads of 
Internal 	Audit, 	Heads 
of Computer Audit and 
Senior Practritioners. 

8. To set up and participate 
in working parties and 
panels to help to resolve 
common 	problems 	in 
Government internal audit. 

  

Still in obeyance. 

All have run to plan except for workshop for senior 
practitioner. These will not now be implemented until 1986-
87. 

No new panels or working parties set up so far but we should 
have an Internal/External Audit Forum operating with NAO 
by Autumn. 

 

       

       



Priority objectives 
..!Ordinellaia3 	 

CaarentAatciltxogrc.co oupected in 1986-87 

INTERNAL AUDIT 

To complete the programme 
of monitoring and reporting 
on 	each 	departmental 
internal audit unit against 
standards and guidelines. 

To finalise the delivery 
of computer audit specialist 
training and review its 
implementation by Civil 
Service College. 

The anticipated appearance before PAC will spur completion 
of this programme of work. 

This has been greatly helped by the improvement in Civil Service 
College resources for computer audit training. We would look 
for completion in the first half of 1986-87. 

To develop further 
existing internal 
management 	courses 
ensure 	that 
satisfactorily meet 
Senior Staff Standard. 

the 
audit 

to 
they 
the 

Two reasonable courses are already running, but there is a 
need to align them more closely to the Senior Staff Standard. 
The work should present no problems. 

To specify 
training needs 
auditors, 
particularly 
qualifying 
(PQE). 

all other 
for internal 

looking 
at 	post 
educations 

There is a training need for specialists who work with internal 
auditors which will require a standard specification. We 
will also produce a guideline for PQE training and use it 
to identify and set up the more fruitful courses. 

To complete the remaining 
Government Internal Audit 
Manual chapters. 

It is unlikely that this work will start until the second 
half of year. We will concentrate on a chapter on performance 
measurement as the highest priority of the three required. 

40-1d Amlk  

D. (ii) Priority objectivec in 1986-87 (continued) 



411. (ii) Priority objectives in 198.7 	 Responsibilitylittre 
Date 

                       

                       

                       

                       

 

Priority objectives 

 

Comment/detail/progress expected in 1986-87 

   

                       

                       

                       

 

To start organising 
practitioner 	workshops 
so that internal auditors 
have a good opportunity 
to jointly explore good 
practice 	in 	particular 
audit areas. 

To set up a number of 
audit 	working 	parties 
enabling 	participants 
to jointly develop solutions 
to internal audit problem 
areas. 

 

These will provide a useful vehicle for translating formal 
training into considerations of practical application. Such 
courses could follow on from 7 or arise through demand for 
a particular work area. We are unlikely to get more than 
one or two going in 1986-87. 

Two working parties are in existance looking at micro computers 
and training needs for small departments. An internal/external 
audit forum will also be operating. It might be possible 
to start one or two further parties going towards the end 
of 1986-87. There is a list of subjects awaiting study. 

                       



D. (iii) Opporting information including perfAlkance measures 	 411 
Responsibility Centre 
Date 

A comprehensive budgeting/work measurement system is used to monitor performance. Priorities 

are set at branch meetings and allocation to individual budgets takes place. 

Field performance of internal audit units is monitored through the departmental reviews. 

A data base of information about internal audit units is held and is methodically updated 

through 6 monthly returns. Half yearly reports on staffing statistics and trends is produced 

for internal consumption and a generalised report is sent to all Heads of Internal Audit. 

NAO monitor progress of IAUs as a measure of our performance. 

The division works to a comprehensive statement of objectives which form the foundation 

for budgeting plans. 



I. 410tions and Constraints 
ResponsibilitAllentre 
Date 

(i) 	Effect of 5 per cent reduction in resources available 

We would cut back on the more peripheral work of guidelines and instruction and would also need to reduce 
the level of assistance given to departments. 

ii) 	Effect of 5 per cent in resources available 

Speed up work on Workshops, Working parties and probably provide an additional manual chapter. 



• 	OBJECTIVES 

Further development of financial management  

A 	Help to define policy, organisational arrangements and procedures for the 

development of departmental top management system. Help disseminate best 

practice. 

Substantially increase our involvement in areas of programme expenditure. 

Help to define means of impoving the financial management of programmes. 

C. 	Distil PolicY,structure and organisational machinery for the development of 

budgetary control as an integrated part of the overall departm.enta: syster: 

and which will form a successful instrument for improved planning, control 

411 	and the management of expenditure. 

3) help define skills, techniques, advice required by budget holaers at each 

level in the budget hierarchy and articulation the balance between "central" 

and "on the job" training. 

Define and appraide existing training approacnesIteques aelrdisseminate 

best training practice through the proposed training working party. 

Gather information on the role of accountants in the Service. Help clarify 

their most effective iitilisatica 

10G- 

4 

Directly contribute to training courses in order to educate key staff in the 

concepts of improved financial management. 

Increase our involvement in information technology and in particular, assess 

the suitability and effectiveness of management information software packages. 

• 



. 

AFA(MAAB) 

Aug. 1985 

MUM 4041Apirs ' • ' 

orprilsatian 
Frampty Centre 
Date 

• 

1E0 1 Gd 5 	1 p 
1 Gd 6 lgtO 

IHEO 

Heads of Division (with grade) 
M L TAYLOR 

ACCTCT  T QT 

Branch Heads with main areas of 
reapanihillty  in 1905-06 

Pdblic expenditure totals to 
which reeponsibalties directed 
(where appropriate) 

liOnecss. 

N/A 

1ER 
1 VS 

'Dotal Staff-in-pcst (1 JUIY 1905) L 

Staff-lir-vast Including heads 
of Division (1 JUly 1905) 

D JAMIESON - MANAGEMENT 

T DEVON 

E A GILL 

P SLADE 

WELLER 

A HOLLIS 

D NOONEY 

R YOULE 

CCOUNTING ADVISORY BRANCH 

Support HE Division 

AEF,FP,PE 

and HF Division 

LG Division 

IAE 	" 

Accountancy aspects of IT deN 

accountancy training matters, 

Central team, multi-departmer 

Repayment, Fees and Charges, 

Advice and support to 

_xpenditure divisions and 

elated departments on 

anagement accounting matters 

articularly FMI developments 

nd casework support. 

elopments, financial and 

ad hoc consultancy work 

tal review of budgeting 

Central Issues 



S 
(i) 19e5-436 

110 

B. Allecstian of Ploccusr/Ilescurcis batman different areas of work qr:-/A 04/141.) Restxnaibillty Oentre 

(1 - c̀ te  

(11) Clumps since 1964-65 

Financial Management Development 

Assignments in departments 

PES/Estimates Accounting Framework 

Casework 

Training skills, ccnferences, seminars, MAAB Management 

Repayment, fees and charges  

1 

li%increase - due to multi-departmental review of budgeting 

No change in overall effort 

+ 3% increase - more involvement in changes resulting from FM1 

- 3% less involvement mainly in account of our need to ration our effort 

-,3% less involvement mainly on account of increased pressures elsewhere 

No charge 

ago 

38 

6 

40,  

4 

25 

33 

(iii) Chong= osspartod in 1986-87 
osipusdwith1985.066 

No change expected in work on repayment and fees and charges. All the other 

Categories will be under pressure for more effort. We will ease the problem by utilising 

business students and supernumerary staff wherever possible. The addition of an: HEO to MAAB 

CoMplement will also help 
But the overall message is one of constantly increasing pressure 

as FMI developments take rest 

'Ibtal 
110 

NofF(in—Treadings have been ratTona 1sed 	and 1-1. 	. II 	 nal time 
recording system. Descriptions are therefore different from last year. 
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C. 	Aims for 1986-87 
hAr444j Responsibility Centre 

(A,a, KIP Date 

TO PROVIDE MANAGEMENT ACCOUNTING ADVICE AND ASSISTANCE TO:- 

The Treasury and other departments in the development of financial management and the design and implementation of financial management systems. 

The Treasury on specif,c issues and cases and on central financial and accounting arrangements. 

The Treasury and theCa)liletOffice (MPO) on the need for and use of financial and accountancy skills and on the training required to develop them. 

To produce the annual ready reckoner of staff and othorcosts 

Ai) 14.1) To main a data base of up to date knowledge of specific areas of accounting in order to provide advice to central departments; in particular, 

information technology, capital asset acceunting and local 	authority 	 accounting. 

(2) 	
To develop policy on fees and charges and provide advice and guidance to the Treasury and departments on its interpretation and application . 

(2) 	
To contribute to the development of policy on repayment matters and to the consideration of specific cases. 

NOTES: 

New task which started at the end of 1984-85 

Tasks which are to be transferred to CA Division(together with staff) as from 1.10.86 
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D. (i) Progress on Priorities in current year (li-41(110.01)  Responsibility Centre 

Date 
ttrw- 

Priority objectives Progress so far, constraints, prospects in rest of 1985-86 

To monitor, encourage and assist the development 

of delegated budgeting 

To support expenditure groups by providing 

timely and relevant management accounting advice 

when required. 

To encourage the development of comprehensive 

and integrated financial and accounting systems 

in departments and report progress to expenditure 

div/is ions. 

Major progress has been made by AFA leading the multi departmental review of budgeting. Interim results 

were presented to Chief Secretary and Sir R Ibbs on 24 July. A final report in December is expected to 

lead to further work in departments on a number of key issues. 

Staff shortages were overcome and professional support was made available to each expenditure division. 

Appreciation of the contribution made by management accountants varies. In some cases demand is outstrippimj 

supply;in others they are not yet being as involved as they should be. We will be taking action to try and 

correct this. 

A continuing task. The main progress during the year will be much better undertanding gained by AFA of 

the systems in the departments and 

the steps necessary to improve these. 

4.To provide advice and assistance to the Treasury 

on the development of the central financial and 

accounting systems. 

MOTE: Priority objectives for 1985-86 in last 

year's return were left open depending on 

the views of the new TAA. In the event 

he endorsed AFA approach and the existing 

priority 
objctives were therdfore 

continued. 

The division has been involved in a number of these issues and the prospects are for further involvement as 

a result of the multi departmental review of budgeting. 



Progress on Priorities in corre41/year n r a ( 1144,11) Responsibility Iltatre 
Date 

Priority objectives 

5. To contribute to the identification of the 

financial and accountancy skills and knowledge 

needed by staff following the FMI 

Progress so far, constraints, prospects in rest of 1985-86 

working in conjunction with the MPO training division on the training needs of budget 

managers. The MDR has identified the potential need for further work. 

Working up a paper proposing training requirements for staff in finance and accounts branches. 

We are now: 



4r id 

• 

	 • 	• 	• 
D. (ii) Priority objectives in 1986-87 (continued) 

Priority objectives Comment/detail/progress expected in 1986-87 

Increase our data base of knowledge of: 

Information technology 

Capital accounting procedures 

Local authority accoutning procedures 

Continuing task 

(i) Clear progress in solving the key issues identified in the Phase I report of the multi-
departmental review of budgeting. 

(ii) Extension of budgetary control throughout departments. 

Continuing tuk 

(b) (i) Increasing demand for AFA assistance 

Provision of assistance in accordance with required timescale 

Acceptance of advice by the expenditure groups. 

Continuing task 

(1) Help define best arrangements for the development of top management systems and make substantial 
progress towards this. 

Substantially increase AFA involvement in areas of programme expenditure. 

Helpt to define means of improving the financial management of programmes. 

Continuing task 

(i) Advise and assist in implementing guidance on Vote restructuring, 

(a 	Annuality,treatment of receiptspommitment liabilities, recharging procedures, as a part of 

or follow up to Phase II work on the multi departmental review of budgeting. 

Continuing task 

Continue progressing tasks shown against 1985-86. Aim to clarify requirements and get recommendations 
accepted and implementation started. 

New task 

(i) Keep up-to-date on state of play in departments, identify key issues and draft guidance. 

Document arrangements in departments, obtain evidence of best practice in private sector. 

Keep up-to-date on and understand main procedures as a basis for providing accounting advice. 

1. lo monitor, encourage and assist the 

development of delegated budgeting in departments. 

To support expenditure groups by providing 

timely and relevant management accounting advice 

when required. 

To encourage the development of comprehensive 

and integrated financial and accounting systems in 

departments and report progress to expenditure 

divisions 

To provide advice and assistance to the 

Treasury on the development of the central 

financial and accounting systems. 

To assist in developing arrangements in 

departments for improving financial and accounting 

skills and then monitoring them. 
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D. (iii) starting inforantion including perforMilke measures 
r=-- A(AIMA/ Responsibility Centre 

Date h 

                

                

                

                

                

(1) Developments, extension and greater use of budgeting systems in departments 

measures 	amount of extension in departments 

comprehensiveness of budgets - inputs and outputs 

evidence of use by management including anecdotal tales of savings 

linkage of budgetary systems with other financial systems 

(2) Other data  

( i) 	Changes in demand for advice and assistance 

Timeliness of contributions of advice and assistance 

Activities completed by deadlines 

Improving financial results on fees and charges. 

Extent to which advice is accepted 



• E. 	Arne and Constraints 
Ar4-(AA-agi 

1C7hr 

Responsibility C. 
Date 

(i) 	Effect of 5 per cent reduction in resources available  

In staffing terms reduction would amour': to about 	a professional. 	Work foregone 	would be supporting expenditure divisions or reduction in 

central research capacity. If the latter were chosen it would have very severe effects on longer term skills of AFA and contribution it could make. 

If the former, essential advice in assisting public expenditure control would be foregone. Neither options are in any way acceptable. 

Ii) 	Effect of 5 per cent in resources available  

This would be used to meet the increasing demand for assistance which is now coming from some expenditure divisions. Alternatively further assistance 

could be given to departments developing improved financial systems. This would provide a basis for giving Treasury expenditure divisions better advice 
on the adequacy of developments in departments. 



•  ( 171.—
Constrainte on past and future perfIlltmance, changes in organisation of work etc  

For the present the permanent staffing position appears to be much more settled and we are past much of the learning curve . 
	. However 

the growing demand for accounting advice from some quarters has produced (and is still producing) severe strains. A case has been made - and accepted - 

for one additional HEO post to help alleviate this pressure. Wherever possible we utilise "free" help to cover our growing requirements. During the 
current year this will amount to: 

One Hong gong secondee (SE0 level) for 6 months 

Two supernumery HEOs and one supernumery SEO 

Six summer vacation students from three business schools 

2. We now have a clearer idea of the mix and grddes of staff required to achieve our objectives, future needs will involve: 

Additional support staff at HEO and E0 level who can assist the Principals and 
relieve them of some of their work 

(ii) A complement of 7 Principals as follows: 

At least 3 with in-service financial and management accounting experience 
in a spending department 

At least one with a Treasury background 

One with local authority experience. 
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• 	• 	2. Staffing Profile and Bid • 	• 
Responsibility Centre: 
	A A 

e. Staff in Post 
Date: 
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3. Breakouts). of Staff Caaplenesit by Division Responsibility Oentre 
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• SECTION 4: 

• 

cA 	Zit v Ls( 0\1 

Pesponsibility f.:en1111 
Date 

Reaons for chanqes in m.x or level of resources required in 1986-87 compared with 1985-86 
(refer to wink ptoqtamme whele appropriaLel 

The followin9 changes for 1986-87 over 1985-86 are proposed: 

HEO post: the Division lacks adequate support. An 
HEO, particularly an accountant trainee, would provide 
much needed help in preparing briefing material, 
researching and operating a microprocessor. The post 
would offer the incumbent relevant accountancy 
experience. 

Additional Principal post: the Division would be more 
satisfactorily structured into 2 Principal-led commands, 
as described in section E(iii) of the Work Programme. 
Job elements comprise advising and assisting on policy 
developments, dealing with novel and uncommon case-
work and representing the Treasury in discussions with 
other departments and public sector bodies. 

Regrading the existing Principal post to Grade 6 wef 
1 4,--1.4 1986: the post is held by a junior partner from 
an accountancy firm on secondment for 2 years. After 
an initial bedding-in period of 43 months, it is proposd 
to regrade the post to Grade 6 to reflect the status 
of the post and of the incumbent .and 4/4-caze 

Regrading the existing Grade 6 post to Grade 5 wef 
1 October 1986: as set out in section E(iii) of the 
Work Programme a good case can be made for transferring 
the repayment and fees and charges work from AFA to 
CA. The changes set out above, coupled with the transfer 
of work from AFA, supports the case for regarding the 
Grade 6 post to Grade 5, so creating CA asiAe fully-
fledged Division. €4,-Guiet  ,asite4A4-1-te 



11, (ii) elevelopments for which th2re may be 	er term resource requirements (le beyond 198b-H7) 

Being a Division providing commercial and financial advice, 
the work-load of CA, apart from standing tasks, is very much 
dictated by Gove:mment policy and Exp. Group needs. Work on 
privatisation cases, for example, has increased substantially 
and will be at a high level during 1986-87. A continuation 
of the privatisation programme, or an alternative programme 
with major financial implications, will make considerable demands 
on the Division. The staff estimate for 1986-87 is taut but 
reasonable for the foreseeable future and will allow a period 
of consolidation for the Division. The Division is however 
very light on support staff, and there may be a need for 
additonal support at the CO/E0 level. 

(iii) General comments on patterns/history of resource use 

• 



• 411 	
SECTION 4: 

MAAD  
Responsibility opre 
Date 

- 
(1) 	Reasons for changes in mix or level of resources required in 1986-87 compared with 1985-86 

(refer to work programme where appropriate) 

Transfer of responsibility for Fees and Charges work transferred to CA Division 1.10.86. 

Development detailed in Section (iii below. 



BUDGETING SECTION 4  • 
(ii) 

Several developments are taking place at once: 

Deeper level of involvement in matters affecting all 

departments. For example, the current multi departmental 

leview of budgeting is identifying a number of issues 

in which AFA involvement, (either in the lead or in support 

of other parts of the centre), is likely to increase 
on a permanent basis. 

At the same time there is a growing need to associate • 	the Division more closely with all the developments taking 
place in respect of the central government system of 

PES and Estimates. The multi departmental review of 

budgeting has emphasized the fact that budgetary systems 

cannot be looked at in isolation of these central needs. 

Developments now beginning to take place within departments 

require more attention to accounting detail and therefore 

much closer liaison than has been the case in the past. 

This is necessary to ensure that: 

i) the wheel is not continually reinvented • 	ii) Departmental developments are all soundly based and 
consistent with each other. 

The division maintains up to date knowledge of the latest 

techniques, software packages etc. 

The division is sufficiently well acquainted with 

departmental developments in order to be able to provide sound 

advice to the Treasury expenditure divisions. 

d) 	Those expenditure division which are ahead of the others 

in recognising the need for more financial management 



410 	advice are tending to increase their call on the division 
for support and assistancc. 

A requirement is growing to build up expertise in a number 

of across the board matters. Issues such as IT, capital 

assets procedures, local government accounting procedures, 

training needs of finance staff, stockholding matters, 

other multi departmental reviews
) interest on capital 

etc are requiring the division to spend a growing 

proportion of its time in order to ensure that it is 

in a position to offer the proper advice when called 
upon. 

There is a growing demand in the division to participate 

in a number of ad hoc assignments. Because of the uncertain 

incidence of these, it is quite impossible to formulate 

detailed plans in advance of the quantity and timing 

of our involvement. What is absolutely certain however 

is that, rather like a management services organisation, 

it is vital for slack capacity to left in our programme 

in order to be able to tackle this work when the need 
arises. 

III
In the past, the division operated largely at Principal level because 
of the need for its officers:- 

to he sufficiently knowledgeable to cope with complex 
accounting problems. 

to have the status and maturity to deal competently with 



senior officers at the centre and in other departments. 

The division was headed at Grade 5 level but this officer 

also headed the Internal Audit Development Branch and 

directly supervised the Fees and Charges Section. Day 

to day running of the management accounting branch 

therefore required a Grade 6 officer. 

Since the arrival of the Division in the Treasury and 

particularly over the last three years since the inception 

of the FMI, the pressure on both of these officers has 

been growing very fast. The arrival of TAA in the Treasury 
on 1 October 1984 has provided a further pressure on • 

	

	
the time of the Grade 5. Taking on the multi departmental 

review of budgeting has, at the same time, involved a 

major increase in the demand cin the time on the Grade 

b. Attempting to control a span of work involving the 

work of 7 Principals all of whom are getting involved 

in the innovative sort of issues referred to in (ii) 

above has become steadily more difficult. 

Likewise, lack of sup port staff has inevitably meant 

that the Principals spend a part of their time doing 

• 
work inappropriate to 

their seniority, they 

acquainting themselves 

that the job requires. 

however, be so employed. 

their grades. Also, because of 

cannot spend the amount of time 

with developments in departments 

Lower level support staff could, 

This requirement for support staff has already led to 
the division making, earlier in 1985, a case for an 

additional HEO and this was accepted in July 1985. Longer 

term developments in the division would it is considered 
best be met by further moves in the direction rather 
than by employing very expensive management consultants 
or senior officers at Principal level. 



• 
In order to maintain up to date knowledge of developments 

outside the central departments, it is considered up 

4 of the officers of the division - 2 Principals and 

2 HEOs need to be on loan from departments and in total 

at least 3 of the Principals require to be experience 

in departmental systems. Also, at least one of the 

Principals should be experienced in local authority 
matters. 

The attached organisation tree summarises all of this. 

Also attached is a detailed list of the current objectives • 	of the management accounting branch of the division. 

• 

• 



J WELLER 

IAE Division 

Purchasing, 	LevIbe) 

Szocks 

STI Division Financial Taining 

Policy Evaluation 

Programme Expenditure 

A HOLLIS 

Additional work DM, 	Trading 
Division 	 Services 

Information Technology Accounting 

Issues 

Liaison Bedded out 

Accountants  

MPO 
DM 

AU(support to 

R YOULE 

EC) 

CA)  
Administration 

III/ 	 III/ 
MANAGEMENT ACCOUNTING DIVISION 

PROPOSED STRUCTURE 

T DEVON 	 P SLADE 

Central Acctg 
	

HE D'vision 

Framework 

	

1 

Follow Lp to 	HEO 	 TO3 Management Systems 

work on MDR of 	Assignments 	Capital Expenditure 

Budgeting 	 Accommodation costs 

Competitive tendering 

Accounting Input to 

klopt. AFA MOR's 

Local authority matters 

M L TAYLOR 

I- PS 

NOONEf 

D JAMIESON 

i— PI PS 

L G Division 

E GILL  

AEF,FP,PE 

HF Divisions 

HEO 

Ready Reckoner of 

staff costs 
Assignmets 

Additional Support  

Other temporary and 

supernume-ary staff 

HEO and below 

Mote: 	2P's 

MOS 
IP 

Additional Support  

Hong Kong Secondee 

Business School students 

To be 5Yei secondees from departments 

To be ex local authority 

HEO 

Assignments 

Local Authority Matters 



*ktiAA' 
Define and appraise existing training approadlhes/techniques 

akitsatomeid" 
disseminate 

• 	OBJECTIVES 

Further development of financial management  

	

A 	Help to define policy, organisational arrangements and procedures for the 

development of departmental top management system. Help disseminate best 

practice. 

Substantially increase our involvement in areas of programme expenditure. 

Help to define means of impoving the financial management of programmes. 

	

C- 	Distil polic Y,structure and organisational machinery for the development of 

bulgetary control as an integrated part of the overall eepartmentaa syster: 

and which will form a successful instrument for improved planning, control 

	

• 	and the management of expenditure. 
belp define skills, techniques, advice required by budget holders at each 

level in the budget hierarchy and articalation the balance between "central" 

and "on the job" training. 

beat training practice through the proposed training working party. 

Gather information on the role of accountants in the Service. Help clarify 

their moat effective Utilisation elopmeng 

Directly contribute to training courses in order to educate key staff in the 

concepts of improved financial management. 

Increase our involvement in information technology and in particular, assess 

the suitability and effectiveness of management information software packages. 

• 



Development of central accountancy framework  

Progress' 	the reconciliation of vote and management accounts and 

assessing the implications of this for public expenditure policy issues 

such as annuality 

j-  Ensule 	that estimates restructuring encourages the closer linking of 

vote and management accounts. 

k Ensure that policy questions, post-REP continue to give sufficient 

weigt to the advantages of gross public expenditure data 

Define .with greater precision the sort of management information we 

would like to see in PEP. 

• 



()Other assistance to Treasury expenditure divisions  

p4 Endeavour to make departmental management systems more "transparent" and 

"integrated" so that expenditure divisions can see what is decided and 

achieved and how and within what perspectives. 

f.J Contribute 	to the integration of macro economic expenditure planning 

and control with micro-econamic control and value tor money consideration 

• 

• 

• 



Responsibility Cillre 111 • SECTION 4:  
Date 

Reasons for changes in mix or level of resources required in 1986-87 compared with 1985-86 
(refer to work programme where appropriate) 

Case for changing IADD from a branch (IADB) to a division headed at Grade 5 level put 

up September 1985. 

AddLtional SE0 approved July '85. Needed to provide repayment IA Service tc small 

departments. 

(c) Case for full-time CA to replace casual CA curren7.1y going forward in EOG. 



411 	 S • 
(ii) 	Developments for which there may be longer term resource requirements (ie beyond 1986-87) 

No further increases in staff foreseen. 

(iii) General comments on patterns/history of resource use 

Complement for profession/technical staff has remained constant until now. 

Capacity for mcre work at senior level has been created by increasing clerical support over 

the past 2 years. 



• 

• 

05C0 

• 



HEAD OF DIVISION 
(with grades) 

MRS P A HILLS (P) 
AD/PAY 

D A MONK (P) 
AD/OPERATIONS 

D TRELIVING (P) 
AD/CENTRAL 

SUPPORT GROUP 

J R HEBRON (P) 
AD/SYSTEMS I 
PROGRAMMING 

J DOBINSON (SEO) 
Administration 

Officer 

BRANCH HEADS 
MAIN AREAS OF 

RESPONSIBILITY 
In 1985/86 

MISS J HILLPM (SEO) 
Paying Officer 

G R SKETCHLEY (SEO) 
Paying Officer 

Accounts Training 
Pay Control 

C J BURTON (SEO) 
Paying Officer 

Control & Reconciliation 
of Accounts 

T M READ (SEO) 
Computer Operations 

Management 

B E PEPLOW (SEO) 
Operating System 
Software Support 

Job Control Programs 

G HARROLD (SEO) 
Computer Resource 
Forward Planning 

and Procurement 

I D KIRKPATRICK (SEO) 
Systems, Pay 

A STEPHENSON (SEO) 
Standard Payroll 
Quality Assurance 
Pay Policy and 

Procedures 

MRS L REYNOLDS (SEO) 
Pay Maintenance and 

Development 

H P DAVISON (SEO) 
Personnel System 

(DSR) Control 

B DRAPER (SEO) 
Superannuation 

MANDATE 
ADP Training 

H MANDERS (SEO) 
RAPPORT (On-line 
Personnel System) 

M G COOK (SEO) 
MAISY 

SEO 
HEO 
EO 

2 
-3 
-4 

S/MESS 
MESS 
SOG4 

-1 
-6 
-1 

STAFF IN POST 
BY GRADE AT 

1.6.85 

P 	- 	I 
SEO - 	3 
HEO - 	8 

P 	- 	1 
SEO- 	3 
HEO - 12 

P 	- 	I 
SEO - 	3 
HEO - 1315 

P 	- 	1 
SEO - 	4 
HEO - 	121/2  

EO 	- 30 EO 	- 14 EO 	- 24 EO 	- 16 CO -8 SOG5 -7 
CO 	- 108 CO 	- 	2 CO 	- 	7 CO 	- 	8 CA -6 SUP/TYP -1 
CA 	- 	211/2  SDP - 20 CA 	- 	3 CA 	- 	1 OK3 -1 SP/TYP -3 

DP 	- 361/2  PKR - 4 TYPIST - 2 
CA 	- 	2 PORTER - 2 

TOTAL 	171 TOTAL 	901/2  TOTAL 	511/2  TOTAL 	42h TOTAL 50 

Public Expenditure 
totals to which 

responsibilities 
directed 

Overall responsibility for wroll budget of - £1,073 
At an annual operating cost of 	 - £4,300,000 
Total operating cost fox all services 	- £7,400,000 

  

MESSING-FON COMPUTER CENTRE 
AUGUST 1985 

DIRECTOR: R N EDWARDS (SP) - SUPPORT STAFF - 1 SEO + 1 EO + 1 PS 

COMPLEMENTS 	1.4.83 - 4344 	1.4.84 - 429k 	1.4.85 - 421 	1.4.86 - 417 



• 	• 	 CHESSIIIGT13111 COWUTERtIltE 

15. Allmatian of lisnpower/Rascurces between different areas of work 
	 AUGUST 1985 

(1) 1985-e6 

Area cf work 	 % age % age 

Monthly Pay 	 55 19 

Weekly Pay 	 15 6 

Standard Payroll 	 8 5 

MAISY 	 5 19 

DSR 	 8 32 

Superannuation Awarding 	 4 4 

Superannuation Index 	 2 2 

MANDATE 	 2 7 

CSC 	 1 6 

'Ibtal 
100 100 

(11) Changes since 1964,65 

Utilisations remain broadly as last year. This, however, hides a 

substantial increase in the overall consumption of resource as witnessed 

by the growth in applications. MAISY and DSR now have in excess of 70 

terminals connected to Chessington compared to 30 or so last year. We are 

providing additional facilities for CCTA(TS) work formerly at HMSO Norwich 

and the number of Standard Payroll accounts processed continues to increase. 

b. At present the machine can be considered fully utilised. Our strategy 

is to upgrade to a superdual 2988, and until that is installed there is no 
spare capacity. 

(iii) Changes expected in 1966-67 
compared with 1965-66 

it. Further increase may be expected in the computer resource for DSR as 

further data elements are added to the system and the progressive take-up 
by customers continues. 

b. Computer resource is already fully stretched. Potential customers (eg 

DPP) wish to avail themselves of our services and our strategy includes the 

upgrade to a superdual 2988 which will make available a greater processing 
capability. 

Additional customers committed to CCC since last year include DNS (Oct 

'86), SOCS (April '87). CPS (April '86). Forestry Commission and a substantial 
Increase in LCD making the total payees 286.000. 



ausumnrom onwrilikm 
C. 	Kim for 1986787 	 MUST 1985 

a. To provide agreed computer services efficiently to government departments. 

b. 	To develop the computer services provided by Chessington so as to make the most efficient use of resources at 
Chessington and in customer departments. 

Specifically, therefore: 

i. To pay the staff of payroll customer departments promptly, accurately and economically. 

ii. To include all necessary statutory changes in the payroll system. 

To meet the requirenents of DSR customer departments promptly, accurately and economically. 

To provide a reliable MAISY service to the departments using it. 

To provide for Superannuation Division a computerised index retrieval service. 

To provide for the whole Civil Service an efficient superannuation awarding service. 

To provide a Standard Payroll package to participating departments and help them use it. 

To provide a MANDATE service for SCS. 

To provide computer facilities to CSC and CCTA(TS). 



411 	 111 	 CMESSINGTON wpm cAlls 
D. 	(i) Progroca OE 2rIosItIGc in MI6 	 NAM VMS 

Priority objectives "irogri. Ju 	 e=trointi.., prcapacto In rcli7Jit of 1985-86 

1. 	To ensure that the services offered to our 

customers are the most efficient possible. 
GOOD PROGRESS - Productiviy on the Prof Sections increased from 1350 to 1450 payees per clerk over the 
34/5 year iind a targQt of 1500 	being pursued by April 1986. Service to online users improved from 801 
or so to over 95% during the year. 

To operate improved control and monitoring 

machinery to bring about greater efficiency and 

financial control. 

LITTLE PROGRESS - Whilst the CCC performance measures and budgetary controls continue to improve CCC 

Management and decision making, we have been able to mount only limited comparisons with analagous 
installations. 	Few other public or private sector installations seem to make use of such measures and 

we have spent much time advising other departments in how we use performance measures. 

To consider portability of our systems to 

aid mainframe migration at next replacement and 

to increase the potential customer base for standard 
systems. 

COMPLETE - We have found that greater portability of our systems would not attract a wider customer base 

at present and sufficient alternative options exist for providing a centralised pay system to the 
remaining independent pay centres. 	We will consider portability in relation to mainframe migration 
nearer to our replacement timescale. 

To commence implementation of the objectives 

set out in the Chessington Strategy Document. 

GOOD PROGRESS - Following approval of our long term strategy by Hid T IT Strategy Committee we have 
committed to a work plan of various studies and reports. 	Significant items feature in our objectives 
for the target year. 	Progress on all items is monitored through the Steering Committee chaired by PEO. 

To provide a Standard Payroll package and 

advice on implementation for Metropolitan Police 
Office, 

GOOD PROGRESS - The necessary enhancements required for MPO take-on have been implemented and liaison 
between CCC and MPO has been good. 	MPO have, with CCC agreement, advanced the date of their staged 
transfer to Standard Payroll and their first live weekly pay runs will be in September '85. 

To pursue with Policy Divisions the 

simplification of pay procedures, 
SLOW PROGRESS - Pay Divisions are currently reviewing the rules on SPOP and ERA which could have a 
significant impact. 	Also the extension of the unified grading exercise to Prin level will assist. 

A recent move to reduce the number of CVD organisations was unsuccessful due to lack of support from 
other pay centres. 	In order to improve liaison between policy divisions and pay centres, Director CCC 
now chairs alternate CPC meetings with the AS, Pay 1. 	This enables more frequent meetings to be held. 

To consider, and implement as appropriate, 

the greater integration of the systems cirrently 
run at CCC. 

GOOD PROGRESS - With the increasing need for interchange of information between the systems at CCC we 
have convened a Working Party to review data usage. 	We have already determined a strategy for 	. 
commonality of input which will reduce the inputting requirement on customer departments. 

To develop a system of Direct Data Entry 
(DDE) for payroll 	input to Chessington. 

GOOD PROGRESS - Following the successful replacement of the data preparation equipment work has 
commenced to analyse the system requirements for DDE. 

To implement an extended form of repayment 
for CCC services, 

____ 	 

GOOD PROGRESS - Repayment in its agreed form will be introduced from 1.4.86. 	Departments have been 
kept informed of developments and PESC transfers have been calculated. 



• 1116. (ii) Priority objectives in 1911187 

CHESS1N6TON COMPUTIIVIRE 

AUGUST 1985 

Priority objectives 

1. 	To ensure that the services offered to our 

customers are the most efficient possible. 

Comment/dot4U1/progress expected in 1986-87 

We shall continue to pursue improvements in efficiency and give highest priority to those user requirement 

leading to savings in customer departments. A target of 1550 pay clerk productivity has been set for 
April '87. 

2. 	To consider automation of the Performance 
Indicator system. 

Continuation of existing work towards implementation of preferred software by October 1986. 

3. 	To evaluate Capacity Planning scftware to 

determine how best to improve the management of 

the computer resource. 

Continuation of existing work in conjunction with CCTA Norwich. A report scheduled for April '86 will 
recommend an appropriate strategy. 

4. 	To evaluate the benefits and implement, as 

appropriate, the transfer of the salary file 

from magnetic tape to disc. 

A study in the target year will consider the costs of such a move against the benefits to customers 

from online a:cess for interrogation and/or update to the salary file. Report date October 1986. 

5. 	To provide a Payroll service to Cepartment of 
National Savings. 

Culmination of existing work with Department of National Savings in preparation for their adoption of 
the payroll from October 1986. 

6. 	To provide a remote processing payroll 
service to SOCS. 

To provide payroll and MAIST service to 

Crown Prosecution Service (CPS). 

To pursue with Policy Divisions the 

simplification of pay procedures. 

To consider, and implement as appropriate, 

the greater integration of the systems currently 
run at CCC. 

Scottish Office management have now informed their TUS of the intention to use CCC as a payroll 
processing bureau from April 1987. 

CPS Management Consultants, Arthur Andersen & Co. considered Chessington more cost effective than private 
bureaux. CPS management have asked for service from April '86. 

Continuation of existing work (see Section E(iii) - Constraints). In particular we would wish to extend 
credit transfer facilities to Building Society payments. 

Following endorsement of the Strategy Document by IT Strategy Committee we are pursuing with customers 

the feasibility of greater integration of our services, and sharing of data between systems. 

To develop a system of Direct Data Entry 
(DDE) for payroll input to Chessington. 

Continuation of existing work towards implementation of a system in customer departments in 1986-87. 

To implement an extended form of repayment 
for CCC services. 

Implementation of the agreed policy at 1.4.86. 



40-1d • 
D. (ii) Priority objectives in 1986-87 (continued) 

cmEssintowcaprirrnem 
AUGUST 1985 

Priority objectives 
Consent/detail/progress expected in 1986-87 

12. To evaluate and implement, as appropriate 
SSADM te,hniques in system design. Following completton, of a pilot study in 1985-86 we will evaluate the technique and, if suitable to 

our-needs, procure the necessary hardware/software and establish procedures for use within the target 
year. 
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S 
D. (iii) Supporting information including performance measures CRESSINGTOR COMPUTER CENTRE 

AUGUST 1985 

Some 50 odd indicators are in operat'on at Chessington and are regularly reviewed at the monthly management meetings. The attached table brings together 
a number of those performance indicators in operation ct CCC and shows, for the major services, at quarterly intervals, the three significant aspects 
- viz workload volumes; quality of scrvice; responsiveness to change. 

Performance in the lest quarter has been affectad by t,J,xi faajor items. 71ritly the introddction of the new data preparation equipment which considerably 
slowed the keying rates and secondly 5 new release of ae PPL software or the MAW; AP system which proved less reliable than expected. 

Over the year as a whole, however, there has been a considerable imarovewient. 



INDICATORS • 
WORK MIMES 

Payroll 

Average size 

Average remote accounts 

Queries outstanding 

Average payees per CO (Mthly) 

Superannuation 

Awards processed 

C. MAISY 

Payments issued 

d. DSR 

Personnel records held 

QUALITY OF SERVICE 

III Payroll 
Program errors - all users 

CCC input errors 

CCC pay recalculations 

Accuricy of documentation 

b. Superannuation 

Awards lbandoned 

Program 2rrors 

Index online service 

C. MAISY 

Run-t 	softwdre errors 

Online service 

d. DSR 

Program 	rs/enhancements 

4111  Online serFice 
OESPOMIVEMESS 

Payroll 

Error o/s over 3 months 

Enhancements outstanding 

ALeuracy of amendments 

Superannuation 

Error clearance rate 

Enhancements outstanding 

Accuracy of awards processed 

C. MAISY 

Run-time software error 

clearance rate 

Enhancements outstanding 

Agek DSR 

111,Error clearance rate 

CHESSINGTOM COMPUTER CDITRE 

PERFOINARCE NEASURES 

STANDA111/ 
TARGET 

SEPT 14 (CMD MUCH SS .*ME BS 

- 115.000 114.000 115,000 113,000 

60.000 74.000 74.000 75.000 

50 105 182 154 129 	. 

1.450 1.443 1.415 1.432 1.451 

6.600 31,481 36.670 37,045 

20,132 21.043 23.777 17,846 

91,686 91.685 91.992 92,141 

75 78 83 58 39 

20,000 20.000 20.000 16,000 26,000 	 - 

2,500 2,072 2,838 2.191 2,880 - 

95% 98% 99% 98% 94%- 

5% 4% 5.4% 10% 2.5% 	. 

25 52 29 25 41 

90% 65% 91% 96% 92% ' 

6 1 1 3 4 

90% 83% 94% 98% 101% 

150 29 86 170 105 

90% 83% 96% 97% 95% 

0 28 8 32 16 	• 

150 157 150 139 145 

75% N/A 80% 87% 83% 

2 days 2 days 2 days 2 days 2 days 

5 18 18 10 11 

90% N/A N/A 95% 95% 

5 days 7 days 7 days 2 days 2 days 

30 24 47 37 33 

1 day h day h day 1 day h day 

Enhancements outstanding 	 100 	 34 	 10 112 
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E.. 	Options and Constraints CHESSINGTON COMPUTER CENTRE 
AUGUST 1985 

(1) 	Effect of 5 per cent reinction in resources available 

We are aiming to save a further 4 posts in 1985/86 (1%) and, added to the 1% staff saving achieved in 1984/85 and the 13% staff saving achieved in 1983/84, 
It is unlikely that further reduct'ons beyond 1-2% in 1986/87 could be achieved by good housekeeping means. Savings of up to 5% could only be achieved 
by transferring back to our customer departments between 10 and 12,000 pay accounts; withdrawing the DSR service; or withdrawing the Standard Payroll 

support to one or more customer departments. Each of these proposals would have the effect of increasing the manpower requirements of the customers 
involved to a greater extent than the posts saved at Chessington. 

(ii) Effect of 5 per cent in resources available 

Chessington is already providing a reasonably comprehensive service to its customers for payroll. DSR, MAISY, Superannuation purposes and has sufficient 

manpower resources to cater for anticipated changes and enhancements. A 5% increase in staff would not therefore be used to provide a better service 

as the current aim of the Centre is to provide that level of service for less overall cost. Therefore we would be seeking to use such an increase in 
staff resources for additional work. 

In practical terms a 5% increase would represent some 20 to 30 posts and if these were applied an bloc to the clerical sections this would allow more 

payees to be paid from CCC. From recent experience it has been found that there are economies of scale in adopting a centralised pay policy and this 
In itself leads to a significant net saving over the Civil Service as a whole. 

Alternatively the 5% increase could be applied to the MAISY system to make the Management Information System available to more customers where this would 
result in overall savings. 



CHESSinstca coprirlipma 
AUGUST 1965 

(iii) Constraints on past and future performance, changes in organisation of work etc  

The difficulty experienced in attracting and retaining the right type of EO programmer continues. Since February 1985 we have taken part in both a CCTA 

sponsored London local recruitmert drive and a CSC sponsored local recruitment exercise for CCC and MAFF at Guildford. In both cases the initial response 

was good but the long delay between application and posting meant that the return from the exercises was a disappointing 4. Annual temporary promotion 
of COs, locally recruited continues, and CSC are mounting a second local recruitment exercise. 

A further constraint on the effic-
ent operation of a pay system is the increasing complexity of the pay system itself. We have already identified numerous 

pointers which we believe would lead towards the simplification of the system but the timescales and costs involved in their 
agreement with all relevant parties and negotiation of changec conditions of service suggest that this will be a continuing problem. 

We are also constrained by the f-
nite amount of computer processing resource available to us. Since last year DNS, SOCS and Crown Prosecution Services 

have asked to use our systems. The nature of the on-line systems at CCC, particularly DSR, is also such that their adoption by customer departments 

will be on a progressive basis. We therefore have to ensure that the capacity available to us is sufficient to satisfy this increasing requirement. 
To this end we need to upgrade our computer to a superdual 2988 and financial approval is currently being sought for purchase in 1985/6. 

Whereas plans have been made to partially overlap the General Ledger and Accounts Payable suites of the MAISY system in order to allow a form of extended 

2 shift working, the advent of the large CPS MAISY workload effectively prevents its achievement. The third shift together with two additional 

programmers, is however, the only staff cost involved in providing for CPS MAISY needs from which through economies of scale, significant operating savings 
to the central departments will accrue. 



III Chessington Computer Centre 
Date: October 1985 

• 1. Oudget Bid Form - 13vised 

Expense l'ype 
Spend in 
1984-85 

Agreed bid 
for 

1985-86 

Forecast 
Outturn E5/6 
+ Overspend 
- Underspend 

Bid for 
1986-87 

Basic Staff Costs 3422475 3624366 _ 3948000 
Casuals 4769 - - - 
Other Pay Costs 1836 6000 - 6000 
Chessirgton Bonus 	 1497 2000 - - 
Overtime / Travel Time 63053 73000 -10000 65000 
Telephone Operators 10082 14500 - 10000 
Accommodation Costs 620247 638000 - 566000 
Minor Works under £1000 15389 25000 - 60000 
IDS 2340 3300 - 3300 
Furniture and Fittings 82493 25000 - 25000 
Custody Guards 118906 85100 - 89000 
Fuel and Utilities 88385 88000 - 98000 
Contract Cleaning 61958 67400 - 50000 
Training 28548 46300 -15000 46000 
Catering Support Costs 31358 39000 - 39000 
Travel and Subsistence 13517 17150 -3000 17000 
Postage 64234 76000 -5000 66000 
Giro and Banking 81013 83100 - 84500 
Telephones 71333 148000 -55000 64000 
Conference Teas 296 500 - 500 
Stationery 
Printing, Binding, FeprograDhic 

26977 
85613 

35000 
153384 

-70000 
91000 
34000 

Office Machinery 50874 76000 -35000 64000 
Recruftment Advertising - 1000 - 3000 
Magnetic Tape Transfers 45806 50500 - 50000 
Excess Rent Allowance 2993 5000 - 3500 
Laundry 5601 10000 -9000 1000 
Fees - 26000 - 26000 
Miscellaneous 1898 1400 - 2000 
Computers - Capital 440643 304000 +346000 184000 
Computers - Current 371961 336000 -33000 504000 

TO.7AL 5816115 6060000 +m000 6199800 

Notes: 

Receipts: 
	Trading 
	 9924 4 46 

	
992,000 
	

+35000 
	

2090000 

Refunded VAT 
	

12500 
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3. BREAKDOWN OF STAFF 
CHESSINGTON COMPUTER CENTRE 
AUGUST 1985 COMPLEMENT BY DIVISION 

SUPT 
DA1E DIVISION GRADE 6 PAIN 5E0 HEO EO CO CA PS 

TYPIST 
TYPIST S64 S66 SDP DP 0K2 PKR S.MESS NESS PORTER TOTAL 

1.4.85 DIRECTOR 1 2 3 5 9 6 1 1 5 1 7 1 4 1 6 3 56 

PAY 1 3 8 30 11115 22 175k 

OPS 1 3 12 15 2 1 22 44 100 

SP I 4 11 13 7k 1 37h 

CS6 I 3 14 29 8 3 58 

TOTALS 1 4 15 48 92 138 33 1 1 5 1 7 22 44 1 4 1 6 3 427 

31.3.86 DIRECTOR 1 2 3 5 9 6 1 1 5 1 7 1 4 1 6 3 56 

PAY 1 3 8 29 1061/2  18 165k 

OPS 1 3 12 15 2 1 22 44 100 

SP 1 4 10k 12k 81/4  1 37k 

CS6 1 3 15 32 9 3 63 

TOTALS 1 4 15 4811 9Yi 135 29 1 1 5 1 7 22 44 1 4 1 6 3 422 



S SECTION 4, CRWISINGTON CdOTER CENTRE 
AUGUST 1985 

(i) 	Reasons for changes In mix or level of resources required in 1986-87 compared with 1985-86 
(refer to work programme where appropriate) 

Resource requirement changed significantly in a number of respects during the year. The overall computer workload 
seems set to increase by some 50% due to provision of services to Crown Prosecution Service and DNS particularly 
and to the expanding needs of other departments. In order to support this increase, the bid includes: 

A further 9 posts (14 posts are to be transferred from the relevant departments offset by productivity 
savings of 5). 

Capital expenditure of £517,500 to enhance the computer to superdual 2988 status. 

Expenditure of £69,000 on fixed discs to support the increasing databases. 



S CHESSINGTON CONFAII CENTRE 
AUGUST 1985 -- 

(ii) 	Dovelopments for which there may be longer term resource requirement (le beyond 1986-87) 

A continuing need for comparative4 modest capital expenditure is foreseen to meet the expanding needs 
to store larger amounts cf data on disc and for greater terminal communications with the Centre. 

Beyond this, however, the computer enhancement to superdual 29E8 should meet cuetomer departments' 
immediate future. 

(Ill) General comments on patterns/history of resource use 

of departments 

needs for the 

The overall bid for stationery, printing, binding and reprographic has been reduced by a further £33,000 to more 
closely reflect our needs. A reduction of £72,000 in accommodation charges between 85/6 and 86/7  reflects PSA's 
ability to charge for specific sites and buildings rather than averaging costs over districts as hitherto. 

At the same time PSA seem likely to delegate more responsibility for works to departments in increasing the minor 
works maximum from £1,000 	£5,000. The increased bid (£25,000 - £50,000) reflects this. 
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A. OrgmnisatIon 	 • • 
Responsibility Celt= 
DMA 16 A _ 

I

tanager 

, 

Haab of Ilivistas (with grads) 
I 	 I I 	 1 

TPLASURY vidmER (GADE 4) 

Branch Heads with min areas of 
responsibility In 1985-06 

WHOLE DEPARTMENT 

MR P J DAHLHOFF 

Rzblic expenliture totals to XIV 5 £121.2m(net) 
IltliCh resPonsibilities directed XI=I 4 £0. 313m(net) 
(whereappnlAlate) 

, 
Staff-in-post including heads 
of Division (1 lily 1985) 

43 
43 

Thtai staff-in-poet (1 July 1985) 
43 	 I 



(ii) Changes winos 1964-85 
Pins of work % agi 

Valuation of Crown premises 59 

Finance payments 	and receipts 27 

Diplomatic, etc 14 

NONE 

B. Atka of Mempcmarrnescurour between differenteas of watt 	 Reicasibilitytritre 
Data 16 August 1985 

• 
(1) 1985-06 

(iii) Changes evected in 1986-87 
oaspenalwith 1985416 

NONE 
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S C. 	Alum 2or 1986-87 0  Reeponsillkty Centre 
Date  16 A st 1985 

To maintain the survey and valuation of property in the occupation of the Crown in order to establish and update 
the bases upon which contributions in lieu of rates are made. 

To ensure that the payments made to local authorities are in accordance with Government Accounting in respect of 
Crown and Diplomatic occupations. 

To effect recoveries where due. 

To implement proposals (if accepted) to effect RGPD's payments through MAISY, and to computerise the Finance Branch 
database. 

Toconclude any outstanding problems that arise from the revaluation of Crown properties in Gibraltar. 



Progress so far, constraints, prospects in rest of 1985-86 

Now completed (within timescale) 

Procedures now implemented to issue claims more quickly. 

Review of payments procedures concluded, link with MAISY for payments, and 
computerisation of Finance Branch database to be discussed with higher management, 
and if proposals approved necessary equipment purchased, installed and system 
worked-up. 

Preparation in hand for complete revaluation of all Crown property in Gibraltar. 
On target for completion by December 1985. 

• 	Dip) Progress on Priorities in milt year 	 Responsibili.entre 
Date 16 August 1985 

Priority objectives 

Scottish Revaluation 

Diplomatic recoveries 

Working Practices 

Gibraltar revaluation 



Responsibility Centre 

D. 	Priority objectives in 1986-87 0 
	Date 16 August 1985 • 

Priority objectives 
	

Comment/detail/progress expected in 1986-87 

If accepted to effect payments 
through MAISY 
	

Full implementation 

Computerisation of Finance Branch 
	

Work up and fully implement 

database 

Diplomatic claims - Further 
	

Full examination, but with no legal redress available results 

examination of outstanding 
	 may be limited. 

claims for past years, and 
methods of achieving recovery 



D. (iii) 41,pportin9 information including perffirance measures 	
Responsibililkentre 
Data 16 August 1985 

We have looked yet again at the feasibility of producing meaningful performance measures. 	The further review 

has served only to confirm the conclusion reached previously that we cannot devise such measures. 

To some extent RGPD has the characteristic of a Treasury expenditure division in that it exercises control over 

expenditure by ensuring that rate contributions are not too high. 	It follows that total Rateable Values and 

total amounts paid to local authorities cannot provide useful measures of output, any more than total public 

expenditure provides a useful measure of output of any one Treasury division. 	RGPD in its professional capacity 

also has an advisory vole to other Government departments, certain public bodies and research councils, where 

output cannot readily be measured. 



. A.. illitions and Constraints • Responsibi1i411Centre 
Date 

Effect of 5 per cent reduction in resources available  

This could only be achieved by a reduction of 2 staff. 	It would lead inevitably to a slowing down of the work 

process and would leave us open to criticism from E&AD and local authorities. 

There is no single item of work that can be forgone. 

Effect of 5 per cent in resources available 

An increase in staff (provided we had choice of grade) could lead to a consequent speeding up of certain procedures, 

but we would not claim this would necessarily lead to an improvement in working practice. 



40-14 

' 	  
(III) Constraints on pant ard future peoreance, changes in organisation Ark etc  

From August 1985 staff in the Groups (1 & 2) have become further involved in the PRS CERIS operation, thus 

adding to the workload of 14 of my staff without addition to complement. This, together with PRS work already 

assumed, is a constraint on the performance of the long recognised valuation and payment function of my department. 

The provision of a PSA CERIS VDU may, however, provide a useful spin-off for obtaining information available to 

PSA and currently provided to us manually. 

The only change in organisation forseen is the possible saving of one staff consequent upon payments being effected 

through MAISY and the computerisation of Finance Branch database. 	This is dependent upon (a) higher authority 

approving the necessary equipment (b) the system being worked up and approved, and (c) the staff saving being 

demonstrated. 

	• 



S 	• 
1. Budget Bid Form 	 Rating of Government Property Department 

Date: 20 September 1985 

Expense Type 	tSpend in 
' 	1984-85 

Agreed bid 
for 

1985-86 

Current year 
Spend to 
30 June 

Bid for 
1986-87 

Basic staff costs 	 474888 512000 	 121626 545,618 
Casuals 	 - - - - 
Overtime 7134 7000 2009 8,000 
Agency Typists 20220 20800 5837 23,200 	(2) 
Telephone Operators 12818 17200 3365 14,500 	(3) 
Accommodation Charge 115393 117000 29170 148,410 	(4) 
Minor works under £1000 3100 3300 52 3,400 
Government Car Service 5566 6300 800 5,000 
Fuel and Utilities 4078 5500 - 5,800 
Contract Cleaning 6977 9200 1879 9,700 
Travel and Subsis7.ence 41453 46000 6178 41,500 	(5) 
Ofice Machinery - 700 - 720 
Telephones 11744 13500 3008 14,700 	(6) 
HMSO Services 8522 9300 1094 9,300 
Information Technology - 10000 	 - 3,000 	(7) 
Removals 405 9000 - 9,450 	(8) 
Postage 	 2221 3400 320 2,450 
Furniture and Fittings 	4660 3300 176 3,400 
Recruitment Advertising - - 485 500 	(8) 
Training - - - - 	(9) 
Miscellaneous 208 700 -) ,.. 470 

TOTAL 719387 794200 	(a) 175992 849,118 	(10) 

Receipts 508370 

i— 

470000 	1  226557 420,000 	(11) 

NOTES:  Although 
recruitment advertising 
and Training are central 
budgets for the main 
Treasury, as the full 
administrative costs of 
RGPD are met from subhead 
Cl of the Treasury Vote, 
RGPD should bid, and have 
a budget, for these items. 



NOTES: 

(a) 	Agreed budget, but 	late for Estimate print. 

	

1 	Includes £12,500 fcr introduction of Unified Grade 7. 

	

2 	Based upon currently hourly rates, plus 5 per cent. 

	

3 	Based upon anticipated outturn plus 5 per cent. 

	

4 	Because of a change in PRS charging methodology rent costs are up by over 36 per cent 
and rates by over 15 per cent. 

	

5 	Home £39,000, Overseas £2,500. These figures are after adjustment for additional visits 

in 1985-86 concerned witn revaluation, but they allow for 
increased motor mileage with effect from 1.4.1985. 

	

6 	Based upon anticipated outturn plus 5 per cent, plus additional costs of CERIS (£575 per annum) plus 
MAISY link (£1,200 per annum). 

	

7 	Based on the assumption that IT package is approved in 1985-86. This sum represents cost of a 
maintenance agreement, software and associated costs. 

	

8 	Associated with competition for Valuers. 

	

9 	By agreement with the DTO EOG will bid centrally for RGPD's training costs. 

	

10 	The bid for 1986-87 over 1985-86 at plus 7% per cent is distorted by the 26.8 per cent increase in the 
Accommodation Charge, over which we have no control. 	This apart the 
bid is 3.7 per cent above last year's agreed budget. 

	

11 	The reduction in receipts reflects a change in PRS charging methodology. 
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111 	SECTION 4: 	 ResponsibilitIllentre 
Date 16 August 1985 

(i) 	Reasons for changes in mix or level of resources required in 1986-87 compared with 1985-86 
(refer to work programme where appropriate) 

NOT APPLICABLE 



• 
Developments for which there may be longer term resource requirenents (ie beyond 1986-87) 

The Secretary of State for the Environment has said that he will announce his proposals for a review of the rating system 
towards the end of 1985. 	It is not clear what the Government's precise intentions are but should it involve tie 
revaluation of all non domestic property in England and Wales it will be necessary for all Crown bpoperty, which represents 
some 5% of value of the whole, also to be revalued. 	Consequent additional eesources would be required to meet 

Stationery and printing costs 
Postage 
Travel and subsistence 
Additional staff 

Until details are known it is not possible to quantify the costs but these are likely to be considerable. 

General comments on patterns/history of resource use 

NOT APPLICABLE 



G 233/95/01 

Mr Kemp 
Sir Peter Middleton 
Minister of State 

FROM: D S B SIMPSON 
DATE: 4 November 1985 

cc Mr D Butler 
Miss J Kelley 
Mr D Truman 
Mr E J Needle 
CISCO Directors 
CISCO RCOs 

OPERATIONAL REPORT - 1 APRIL 1985 - 27 SEPTEMBER 1985 

Directly Run Units 

The attached summary shows the provisional trading results 

for CISCO's directly managed restaurants for the half-year 

ended 27 September 1985. The half-year budget and the final 

results for the first half of 1984-85 are shown for comparison. 

The format reflects the changes to catering subsidy arrangements 

which were introduced on 1 April 1985 and some items have 

been annotated to facilitate comparison with the corresponding 

period in 1984-85. 

SummRry of Trading 

1. Sales  

Total sales wf=,-= 1 6% higher than in the first half of 1984-

85. Allowing for the effect of price increases there was 

a volume increase of 10%, of which business at new units 

accounted for 51/2% and incr=---...e.-1  hu='n== at existing units 

for 41/2%. Allowing for price increases, the average spend 

was virtually unchanged. 

Gross Profit Margins  

At 48.1% the gross profit on food sales was 1,8% below budget, 

but 0.5% above the margin realised in 1984-85. The overall 

gross profit percentage of 40.1%' was exactly the same as last 

year: the cash gross profit was 0.2% (or £4,000) below budget. 

Staff Costs  

• 	There was an excess of 0.3% on budgeted staff costs. 



• 

4. Other Costs  

Due largely to the introduction of coin and vending machines 

and the increased usage and cost of disposables mentioned 

in my earlier reports the budget provision has been exceeded 

by £77,000. A special effort is being made by managers to 

minimise these costs: some success was achieved in September. 

Our experience of the need for a larger provision Will be 

reflected in next year's budget. 

Surplus/Deficit  

The overall result is a deficit of £149,000 compared with 

a buc==,td deficit of £60,000 and a deficit of £116,000 in 

1984-85. 

General  

The size of the overall trading deficit is slightly 

disappointing. However, gross profit percentages normally 

increase in the second half year and, if successful, the action 

being taken by managers to restore the position will ensure 

that the larger cash profit margins associated with increased 

business are achieved. 

Manpowor 

CISCO's staff in post on 1 October 1985 numbered 10591/2  compared 

with 1050 at 1 April 1985 and the target figures of 1070 at 

the latter date and 1056 at 1 April 1986. Although there 

was a net increase in- the half year due to the timing of changes 

in unit structure and the recruiting pattern, the actual figure 

at 1 October 1985 was slightly, below the deemed target for 

that date. The current central forecast for 1 April 1986 

is a small excess: the extremes of the range of possible 

outturns are 1040 and 1071. Any necessary measures will of 

course be taken to meet the April/1986 target. 

2 • 



• 	Value for Money Targets 
The results for CISCO's direct units were as follows: 

1. Sales per full time staff 
equivalent in real terms 

First half 
1984-85 
£36.70 

First half- 
1985-86 
£40.44 

Change 

+10% 

Exchequer cost per 
transaction in real terms 

25.10p 22.84p - 	9% 

Headquarters cost per 11.1p 10.2p - 8% 
E of sales 

.S 	. 

D S B SIMPSON 

• 

• 

• 	3 



S 
[AVM L,EBVICE 

CPL. 	CNAL PEP3FT - DIREC7ILY MANAGED Ei=exTLANIS 

Period Nos 1-6 ended 27 September (123 trading dLys) 

ACr2AL 1985/86 	
BUDGET 1985/86  

3275 

1102 

191 

359 

1716 

830 

168 

235 

7565 7681 ( 116) 

Expenditure 

1.'000 
Inccme 

I '000 

EAIIS & MATERIAL COSTS 

Fccd 3822 1984 

Eunirfes 
1311 1004 

7c17acco 
195 176 

391 261 

5719 3425 

aTEER flNCOME 

2458 

Bcnus recoveries 121 

:_eaning Charges 32 

38 

8368 3425 

OTHER OPERATING COSTS 
/4708 

E7aff ccsts 
384 

:ther exnendiure 

TOTAL [ 	8368 	8517 

NOTES 

Departmental subsidies: 

In 1984-85, these comprise Special Service Credits and percentage grant. In 1985
-E6, Departments are meeting the operating deficit as calculate± 

in CISCCs fixed price quotation. 

:leaning Charges: 
In 1:E--E5, :leaning credits included the refund 7.7 	cf the :,dditichal CCE1 3f 

cT.eratfnr overiarze kitchens. These are n:7 
now calculated separa7ely. 

Fcr 	 any such 	 ccs-- iF reflene± in 	
--Inenqa1 susidics. 

1842 

290 

26 

140 

1838 

307 

19 

130 

48.1 

23.4 

9.6 

33.11 
2298 

2291( 

3691 

1235 

210 

392 

5528 

1849 

945 
184 

252 

3230 

49.9 

23.5 

12.3 

35.8 

hi  6_1 
40.1- 

2458 

121 

32 

33 

2458 

121 

32 

33 

2458 

121 

32 

38 

)4942 8172 3230 

(4695) 4695 

( 307) 307 

8232 	( r- 8172 

Period Nos 1-6 ended 28 Sept 1984 
3trading d 

ACTUAL 1 /c5 	
ays) 

 

Income 

1-'000 

Expenditure 

1'000 

1978 2949 

2174 

241 

159 
64 

7565 2949 

4405 

327 

11927 

2174 ' 

241 

159 

64 

4616 

(4405) 

( 327) 

47.6 

24.7 

11.8 

34.4 

40.1— 

Income 

f'000 

Expenditure 

1'000 

Margins 

1'000 % of 
sales 

Margins 

f000 % of 
sales 

1559 

272 

23 

1211 

4943: 

(4708) 

( 384: 

( '49 

Margins 

E'000 % of 
sales 



Estimated 

Appropriations 

in Aid 

Ket 

ExparAiture 

Gross 

Expenditure 

Actual 

App,Jpriations 

in Aid 

Xet 

Exp,enditurr 

EON £000 EIOnD =993 EODO 

1,55E 210 2,422 2,487 (E5) 

1 

1,55E 211 2,422 1,487  

Section 
Gross 

Expenditure 

IMO 

PROGRAE 13_3 

4111 
CENTRAL MANAGEMENT OF THE 

CIVIL SERVICE 

A 1,768 

B 1 

Total 1,769 

TRA: KA%ASEMENT OF THE CIVIL SERVICE: 

7:VIL S7;VICE :ATERING SERVICES (HM TREAS1;RY) 
	

:;E4-3E, U.2SS YU', Vote 14 

CENTRAL MANAGEMENT OF THE CIVIL SERVICE: 

CIVIL SERVICE CATERING SERVICES (HM TREASURY) 

S:2MMARY OF PROGRAIIE OUTTURN, and the ACCOUNT of the sum expended, in the year ended 31 March 1985, compared 
with the sum oranted, for the expenditure of the Civil Service Catering crganisation (Treasury) in connection 

with the provision of catering services. 

SUMMARY OF PROGRAMME OUTTURN 

/anis fic..;re is I:55,033 less than the net total of expenditure on the Appropriation Account, beinc tne 
	 t-,_we=n the Appropriations in Aid realised (E1,4E7,0) ant Innse euthcrised to be apolie: 

(L1,422,030. 

• 



E,er-vice Grant Expenditure 

apen,diture cc=pared 

with Grant 

Less than 

Granted 

;lore than 

Granted 

13.3 

1.300 1.000 £330 

SECT::N A 

CIVIL SERVICE CATERING ORGANISATION 

Civil :arvice Ca:ering Organisation: Headquarters 1,558 1,347 771 

=;;eri7ertal catering services 210 75 

SECTION 3 

DIRECTLY !".ANAGED RESTAURANTS (NET) 

31 	Fay7ents and rede-i.pts 	(net) 	(1) 1 

r:RCSS TOT. .! 1,753,  1,422 =47 

Estimat..O  Realised  of Gross 

A: 4::r..:=riations in Aid 
	

1.555 	1,422 

niff=—=nc= betee" 

e=tt7=ded ard 

Apprperia:ions 

Is:77.a:e over 

St;,71US to tw 

surrendered 

211 

       

       

 

Actual surplus to be 

surrendered 

  

Z211,000.0.0 

 

       

211 

The surplus of £215,254.00 shown in the Account of the Vote for Civil Service Catering Services for tne year 

ended 31 March 1954 has been surrendered. 

• 
(1) 	For details see Notes 

NET TOTAL 



E 

Realisod 

R...:eipts payable to Consolidated Fund 

Receipts cf classes authorised to be used 

£000 

as Appropriatisns 	in Aid 1,558 1.487 

Receipts of other classes 140 

Gross Total 1,5E8 1,627 

Appropriated in Aid 1,422 

Net Total 205 

Actual sum payable separately to Consolidated 

Fund 	 £205,031.92 

Details of Receiots  

Esti7ated 	 Realised  

ECOD 	 LOCO 

R.=c=io:s cf :lasses authorised to be used as 

Appropriations in Aid 

• R=cove-y of 	ccs: of CISCO headquarters 

orcanic.:,, :-rom departments using their 

services 1.45E 	 1,255 

Recovery of the administrative .cost of providing 

various restaurant cormittees with the staff to 

manage their restaurants, and fees from other 

bodies for professional catering advice 	 IOC 	 101 

1,5E3 	 1,487 

(ii) Receipts of other classes 

Excess ofraceipts over expenditure in respect 

of directly manzaed restaurants (Subhead 51) 	 139 

Miscellaneous 	 1 

Total 	 140 



, 

CF 	C:V:L SERVICE: 	 13E4-E5, Class 	iste 14 

TEP:NS SERVICES (riM TREASURY) 

AD- 
Notes 

:etails of EA'penditure 

SEEPEAD 81 

DIRECTLY .1A.NA3ED RESTAURANTS (NET) 

Saaries, ..ages, etc, of 1,277 

staff 

Supplies and services 

Cbntributions on account of accruing 

4110
ility for superannuation 

Less 

Trading receipts from CISCO restaurants 

within government establishments 

Recoveries from user ceparvzents 

Recovery of deductible input VAT 

Subsidy for experimental catering orgiga-ts 

(transfer from subhead A2 of this Vote) 

Miscellaneous receipts 

NET TOTAL EXPENDITURE 

• 

EstizatEd Actual EXCESS 

E000 £000 £000 £000 

8,078 7,780 293 

6,934. 7,544 610 

1,496 1,470 26 

16,508 16,794 324 510 

10.089 10,721 6.32 

5,753 5,435 -.712 

390 ",97 7 

210 74 136 

65 306 741 

1 (139) 	1,204 	 1,064 

Net saving £14C  

Other Notes 

Expenditure on the provision of accommodation, fuel and light and certain equipment costs in directly 

managed restauarants is borne on other Votes. 

4. 

Accounting Officer 	
23September 1985 

• 



"AAA.-.Z.=ENT OF THE CIVIL SERVICE: 

:L SERVICE CATERING SERVICES (hM TZEASLRY) 	 13E4-85, C:?.ss XIII, Vote 14 

TENT OF .SETS „IID LIABILITIES AT 31 MARCH 1S85 

Pa:'master General (Vote Account) 

C3-!solidatad Fund Extra Receipts 

HY Paymaster General - Treasury Votes Cash Account' 

0utstanding Payable Orders 

0..:t of date Payable Orders 

Till Floats 

mC0 Wages Standing Deposit 

CCC Payroll Deposit 

Salaries and Wages Advances 

PEA Minor Equipment Advance 

Perdonal Imprests 

3.eaEon Ticket Advances 

1111Frepayments 

, Bulk Purchase 

Overpayment Salaries and Wages 

Payroll Control Account 

AP Creditors Control - Employees 

VAT 

Miscellaneous 

Unallocated Receipts 

Ministry of Agriculture, Fisheries and Food 

British Telecom 

Catinet Office and CSO 

Central Office of Information 

Ci.tst.oms and Excise 

MC: Navy 

PE 

:33T(N) 

7a24 

--=:-...rom..nt of Education and Science 

IS
• aroment of Employment 

artmenz of tne Environment 

2ata-tmen: of Transport 

Fr-:arty Services Agency 

Export Credits Guarantee Department 

Foreign and Commonwealth Office 

Government Communication Headquarters 

healtn and Safety Executive 

G=partment of Health and Social Security 

Historic Buildings and Monuments Commission 

ii3CE Office 	
c 

In:and Revenue 

Land Registry _ 

Lord Chancellor's Department 

Management and Personnel Office 

aecartment for 	Savings 

Overseas Development Administration 

Office of Population Censuses and Surveys 

• 

Liabilities Assets 

115,746.00 

- 	10.00 

661,209.06 

417,373.12 

132.52 

13,041.40 

58,405.90 

500,000.00 

149.03 

1.50 

61.97 

1,774.74 

5E4.55 

1,239.90 

863.78 

486,128.29 
18,486.51 

557,475.68 

21,123.57 

433,850.67 
7,172.00 

7,265.37 
8,219.00 

0.03 
16,863.00 

24,905.54  

1,091.89 

343.00 

6,707.51 

173.00 

1,010.00 
1,330.23 

740.00 
.2,340.00 

327.00 

872.00 

1,SR6 nn 

0.45 

3,386.00 

159.00 
2,585.68 

176.00 

8,466.00 

458.00 
24,2_11.00 

2,179.00 
150.00 

600.0C 

1 



501,382.53 

211,000.00 

203,524.40 

916,006.93 

1.916,305.93 	£916,008.93 

AWSDENT OF THE CIVIL SERVICE: 	 1984-85, Class XIII, Vote 14 

4110IL SERVICE CATERING SERVICES (HM TREASURY) 

STATENENT OF ASSETS AND LIABILITIES AT 31 AARCH 1985 

Liabilities 	 Assets 

Post Office 

Public Records Office 

cl Mint 

Sco:tish Office 

Cepartzent of Trade and Industry 

Treasury 

Welsh Office 

Salance carried down 

 

22_,185.08 

71.60 

3,662.24 

250.00 

4,388.54 

638.00 

132.00 

    

501,382_53 

      

• Z1,971,853.09 	£1,971,852_09 

     

     

Balance brought down 

Net Debits and Credits recorded after 31 March 1985 

Surplus as shown in Appropriation Account 

Net receipts payable to Consolidated Fund 

TOTALS 

Officer 
	 23 September 1385 

411 

• 
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 Mods at Midsize (with srads) 

rz.negor 

Lb 

ts. 	 EAMP/FEII 

111•3•191306.:,--,,,S.L.M.11,17011.---  %EC:at:fut. 	 ••••••••••2•••• 	 

• 

EA 3 

D Rampton - Program,-
ing and 
develop-
ment. 

S Carruthers - Central 
databas 

D J Baker - Support fo 
econometri 
research, 
and 
secretary 
of 
Treasury 
economists 
aymputer 

eh 	 users' 
group 

1_ 
1 	  

9 

Management 

(US 4- PS) 

9 

• hissmathuitv awdzi 
pats 	

ocroCLe '1985' 

S.J. DAVIES (St,A) 	 C 	,'SE) 	R -J----TSEN PRINCIPAL) 
TP SOO:, 

wench How* with man arose of 
roaposaibility in 19E15-66 

Rini= asqanditur• totals to 
ttuch rosszinsiniLitios dim-tad 
(whore approprista) 

St..! -in-poot Inc luding heads 
of Carlota% (1 JUly 1965) 

EA1 

Allum 

Personal sector 
Forecast co-
ordination. 

Brooks - Pay and 
prices 

Nalabitt - Company 
sector 

Hunt 	Labour 
market. 

The responsibilitie 
cover analysis of curr 
and forecasts in the a 

EA2 

Barrel]. - Balance of 
payments 
current 
account 

Hacche - North Sea 
Oil, capita: 
account and 
exchange 
rate. 

W Hood - Domestic 
financial 
forecast. 

of EA1 and EA2 
nt developments, reaea 
eas listed. 

loud stai -th-post (1 JUly 1965) 

% 
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A. Or9an1sation lasponsibility Chotre 
Date It Oc---CoPk 10‘SS 

thosspr 
SEDGWICK 

I 

Herb of Division (with grade) 
, 

1 	 1 	 1 	 I 
SEA POST (VACANT) 

Wench Heeds with min areas of 
resimsitd.lity in 1985-86 

FEU 

lomic 

P ROWLATT advice and 
research on domestic 
financial and monetary 
issues. 

/4 COURTNEY economic 
analysis of exchange 
rates and balance of 
payments flows. 	External 
aspects of macroeconom,c 
policy. 

S PICKFORD 
(temporarily to replac:‘ 
unfilled SEA post) eco 
advice on EC matters 
(including forecasts 
of the EC budget), traie 
policy, and general 
Lnternational economic 
policy issues. 

R AARONSON economic 
advice on overseas aid, 
export subsidies and 

EU/alio expenditure =Cala to 
vittich reepcmibilitles directed 
(where etArcirriate) 

=arc, and internacio`lai 
debt. Management 

(US + PS) 

' 

Staff-in-post inclirling heeds 
7 2 of Division (1 JUly 1985) 

Itital Staff-in-post (1 ally 1985) I ci 
I 



ODLINGI-SMEE 

• • A. Orgonisatice Rasponsibility Omuta 
robs I I  

• 
Wads of Division (with wale) 

Branch Hands with main are et 
rascaisthaity in 1905-436 

scpanditure totals to 
raspcnalhilitlas directed 

(whore approwists) 

Staff-In-post including heeds 
at Dtiriiikrk ( 1 JILlay 19135) 

wpa 

1 

MELLISS (SEA) 

MK MCGINNIS 

7 

MP Management 

2 

RT1JZT (SFA) 

of' 
ro-
t n d 

6 

Maw 

'Dotal Staf f -in-ccet ( 1 Jaly 1965) 

t.fP1 

/CE Medium-term 
nancial strategy, 
neral economic 
xstegy. 

'ENCER Fiscal and 
,her macro-economic 
)110y analysis 

tEDENKAMP Analysis and 
lantification of macro-
!onomic policies and 
dicy packages 

MP2 

OWEN Medium- and loni 
term developments in ti 
economy. 

WHITTAKER Management 
the Treasury model, mac 
economic research 
liaison 

KELLY Special studies, 
including advice on 
empirical methods 



(1) 1985416 

el/4066(45QTi,J Coivic/oedvii 

R. Allocatim of Plospowar/Assources batmen differwit arum cat work 	 lrcsibility 	) 
Cabs 

(ii) Chimes winos 1984435 Area of um* 

Policy analysis 
(Macro-economic strategy; MTFS; fiscal policy 
monetary policy; international macro-economic 
issues; international trace and payments; 
trade policy; policy on international deb; 
qqantification of 2ffects of policies; macro-1 
economic aspects of other policies such as 
labour market measures, public expenditure 	6 
policy, pensions, depletion policy, nationali.ed 
industries, special studies on monetary issue -:; 
comments on others' policy proposals). 

Analysis of current developments 
(Data collection and improvement; regular and 
occasional notes on current developments, eg 
on pay and prices, economic activity, oil, 
monetary conditions, compary financial 
position). 

Forecasting 
(Internal forecasts; published forecasts; 
economic assumptions for PEP, etc; 
assessment of outside forecasts). 

Policy analysis, analysis of current 
developments, forecasting 
(1-3 cannot always be separated, eg 
qualitative and analytical work that contribu es 
both to submissions on policy and to forecast 
PQs, speeches, briefs, TCSC work, NEDC work, 
representation at international meetings, etc 

Intermediate products that contribute 
to 1-4 
(Maintenance, development ani publication 
of Treasury model; other research; data 
base management; computer programming and 

	

—managewen 	 
Thud 

• 

No significant changes between the five main areas. 
25 

Within policy analysis, there is more work on labour 
market measures, public sector investment, fiscal policy 
(including the fiscal/monetary mix), the behaviour and 
control of the broad monetary aggregates and credit, the 
role of the exchange rate (including periodic reexamination 
of the EMS), and the international debt problem. 

30 

2C 

10 

15 

(111) Chingos expected in 1986437 
ocuparodl with 1985-66 

Analysis of fiscal and monetary policy measures to 
be based increasingly on the assumption that expectations 
are forward-looking. 

2. 	More on the supply side and hence the analysis of 
possible medium and long-term developments. 

Within analysis of current developments, there is 
more work on the nature of unemployment, and monitoring and 
and forecasting international debt developments. 

Within intermediate products, there is more work on 
the modelling of the supply side and on methods of solving 
the Treasury model on the assumption that the expectations 
of economic agents are consistent. 

1. 	No significant changes between the five main areas. 

tags 
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C. 	Airs for 19116-117 Responsibility Centre 
Date 

The general aim of EA, ME and FEU is to assist - by way of analysis, assessment and forecasts - the formulation and 
presentation of policies required for the achievement of the Government's macroeconomic objectives. 

	

2. 	Within this general aim, more specific aims are: 

1. 	to develop further and refine analysis of the government's macro-economic strategy; 

to analyse and assess the various policy instruments, in particular the approach to monetary and 
fiscal policy, and tile effects of different policy measures; 

to consider macro implications of other policies; 

to monitor, assess and generally improve our understanding of current macroeconomic developments, 
both domestic and external, and our understanding of how the economy works; 

to prepare forecasts of macroeconomic developments, both for internal circulation and for 
publication; 

to prepare analysis of various international economic issues. 

Nearly all these can be characterised as advice to Ministers. The main exception is the preparation of material to be 
published in official documents, such as the FSBR, Autumn Statement and EPR. 

	

3. 	The three divisions are taken together as a single responsibility centre because many of the areas of work and 
the tools of work are closely related to each other. For this reason, their work, together with staff management and 
planning, is co-ordinated en a regular basis by the Chief Economic Adviser. It should be noted, however, that FEU also 
has reporting responsibilities to the Deputy Secretaries for Public Finance and Overseas Finance and provides advice to 
their respective groups, and also on some issues to the Deputy Chief Economic Adviser. Other responsibility centres 
contribute to some of the aims above, notably PSF and EF2 in respect of (iv) and (v). 

	

4. 	There have been no significant changes in aims in the last year. 

WpC 
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410 III 4, 	 410 
D. 	i) Progress on Priorities in current year 	 Responsibility Ce-,:re 

Date 

Priority objectives  Progress so far, constraints, prospects in rest of 1985-86 

Analysis of policy measures 

The MTFS 

Analysis of the framework of 
macro-economic policy 

Analysis and design of monetary 
policy 

Analysis of international economic 
issues 

Some work on profit-sharing schemes (contribution to Monck paper on 
Profit-Sharing, Co-operatives, Two-Tier Wages and Jobs). Other possible budget 
measures not yet considered but now up-dating analysis of specific tax and 
expenditure measures in the light of new data and re-assessments of economic 
relationships. Papers on Macro-economic Effects of Pensions Proposals. 
Contributions to scorecard of Major Policy Reviews. Cost per job measures and 
infrastructure expenditure. 

Papers on Public Expenditure and the MTFS. Briefing and comments on papers etc 
by Congdon, Gavyn Davies, Employment Institute, Kaldor and Ward, Bracewell-Milnes, 
Hattersley, Blanchard et al, Dornbusch, articles in National Institute Economic 
Review and Oxford Economic Policy Review. 

Progress has been made in our understanding of the implications for fiscal 
monetary policy of making different assumptions about how financial markets form 
and their expectations. More work will be done on effects of changing 
fiscal/monetary mix. 	Work under way on role of money GDP within the MTFS. 

Paper on Approaches to the PSBR. Implications for setting the PSBR of 
specific proposals (eg introducing private sector capital into public sector 
projects, student loans, ECGD deficit). 

Contribution to Treasury paper for an interdepartmental group on employment 
effects of various measures under DE chairmanship. 

There has been considerable work on the framework and presentation of policy 
monetary policy and analysis of alternative frameworks, such as exchange rate 
rules and regimes. 

There has been work on the reasons for the high growth of credit and broad 
money together with analysis of the effects of various instruments for control 
Papers on the effects of funding. Treasury/Bank paper on broad money. Work on 
alternative measures of broad money. Published paper on personal sector holdings 
of liquid assets. 

1. There is now an established framework for monitoring and forecasting inter-
national debt developments. This work serves as background material to the 
periodic reviews of various aspects of policy on international debt that are 
carried out as necessary in conjunction with EF and AEF. Papers on debt 
prospects. _ 

wpd 
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D. (i) 	Progress on Priorities in current year (c.......r-CK.u.e3) 	Responsibility Ce-tre 

Date 	 ) _ 

Priority objectives Progress so far, constraints, prospects in rest of 1985-86 

Assessment of current monetary 
conditions 

Assessment of economic developments 
especially in relation to forecasts 

ii. There was considerable work on international trade issues, particularly in 
the run up to the OECD Ministerial meeting and the Summit. Work is still needed 
on occasions in the run up to a GATT round. 

Contributions to Treasury papers for TCSC on the US dollar and the EMS, and 
appearances before TCSC. 

Trade trends in UK and other countries. Appearance before House of Lords 
Committee. EPR article. 

EPR article on overseas assets and investment. 

There is regular analysis as an input to the monthly discussion on monetary 
conditions and policy. 

Continuing requirement. Continuing emphasis on labour market development, 
including earnings, labour supply and unemployment. Paper on Employment and 
Unemployment Statistics. 

June forecast completed. October forecast under way. Reports to be produced: 
(i) Main forecast report (ii) Public finances (PSF) (iii) Oil production and 
revenues (EA2) (iv) Financial forecast (EA2). 

Forecasts expected to be published in November and March. Part 1 of Autumn 
Statement (Economic Prospects for 1986), containing forecasts to the end of 1986 
and average errors from past forecasts, to be produced. 

Consistent expectations solutions of the model developed, and now beginning 
to be applied to policy analysis 

Small supply model being constructed. Should be working by end of year. 
Will assist analysis of medium-term economic developments. 

New equations for exports of manufactures and consumer durables have been/are 
soon to be completed. 

Comprehensive review indicated need for better database facilities, more 
graphics, and word-processing, more responsive research and model running to be 
achieved by installing micros and shift away from SPERRY mainframe shared with 
CSO. Three PCs already operating in EA3; request for further six for managers 
still under consideration by EOG. Trial of MIMER System for database management 
underway, and assessment to be completed this autumn. Introduced new 
econometric pack-ages 'MATS;-SEAZAM-;-P-C-SORITEC).-- 	incre-ase in graphics- 
capacity limited because of unexpectedly high costs on mainframe. 

Preparation of internal forecast 

Preparation of published forecasts 

Analytical research, including 
development of macroeconomic model 
designed to improving our under-
standing of the economy and policy 

Improve Computer facilities, including 
database and software 
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D. (ii) Priority objectives in 1986-87 

Comment/detail/progress expected in 1986-87 Priority objectives 

Responsibility Ce-tre 
Date 

Analysis of the effects of measures for the 1987 budget. 

Regular annual event. Involves the preparation of a large number of projections 
on different assumptions about policy and other factors, and the drafting of the 
relevant FSBR chapter. 

Analysis of policy measures 

The MTFS 

Analysis of the framework of 
macro-economic policy 

Continuation of work on the fiscal and monetary policy mix 
Analysis of the role of money GDP. 

ii. Analysis of implications of way the labour market works 
framework. 

for policy 

Analysis and design of monetary 
policy 

Analysis of international economic 
issues 

Assessment of current monetary 
conditions 

Assessment of economic developments 
especially in relation to forecasts 

There will be continuing appraisal of the public framework and presentation of 
monetary policy and exchange rate. There is likely to be considerable work in 
FEU and HF3 on the roles of broad money, credit and the exchange rate. 

The main problem areas in 1986-87 are likely to be international debt, trade 
policy, and exchange rate fluctuations and possible exchange rate regimes (such 
as the EMS). 

There is likely to be work to refine techniques. 

Continuing requirement 

wpd2 



S 
D. (ii) Priority objectives in 1986-87 (continued) 

Priority objectives  Comment/detail/progress expected in 1986-87 

Preparation of internal forecasts 

Preparation of published fcrecasts 

Analytical research, including 
development of macroeonic model 
designed to improving our under-
standing of the economy and policy 

Develop computer facilities 

wpd2 p.2 

Continuing requirement for 3 forecasts per year 

Statutory requirement for two published forecasts per year 

Use of stochastic simulations to analyse model properties. 
Applications of supply-oriented models to the analysis of medium-term 

developments. 
Ai. 	Work in various specific areas: company sector behavour, personal 
consumption, balance of payments and exchange rate. 

See separate paper on IT bid for 1986-87 by this Responsibility Centre. This 
would provide for a considerable expansion of PCs, aimed at meeting demand 
flexibly. In addition we expect to formulate a bid soon, in consultation with 
other groups in the Treasury and particularly GEP, for a mainframe to replace 
the SPERRY now being shared with CSO. 
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D. (iii) Mpporting information including performance measures 

-‘6E/ - 	con),9,1)4) • 
Responsibility L ro 
Date 

Accuracy of Forecasts: regular exercises conducted by EA. These are published in detail every few years (the last 
being June 1981 EPA), and averages from these exercises are included alongside government forecasts of eg output, 
Inflation, balance of payments and PSBR as an indication of the size of possible errors (see eg 1985-86 FSBR table 
3.8). 

Assessment of performance of Treasury model including; 

standard comparative simulations, conducted three times a year to monitor properties of each new version of the 
model 

assessment cf modelling implications of each forecast; problems experienced with the model during the forecast 
round discussed ani acted on; 

Overall Model Properties Group considers experiments, eg very long run simulations, to check for robustness 
and consistency. 

New system commenced in 1985-86 for recording, for each division, main items of work performed during each month, and 
prospects for the next month. These records are circulated within the RC and to Sir Terence Burns, and are referred 
to in the regular management meetings with Sir Terence and Senior Economic Advisers. In addition, plans for major 
pieces of analysis are corsidered and discussed with Sir Terence twice a year. 
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E. 	upiions and Constraints 
	

Responsibility Cer're 
Date 

Effect of 5 per cent reduction in resources available  

A cut in resources is most unlikely to be accompanied by an equivalent cut in demand for the responsibility centre's 
output. Therefore, the main result of a cut in staff resources is likely to be some reduction in the quantity and 
quality of work done. Some recent examples of important work that has been squeezed out even with our existing 
resources are shown below under E(ii). Over the longer term a reduction in resources would lead to a distinct de-
terioration in our understanding of the economy and our familiarity with the wider debate about economic developments 
and policy because we coulc not keep up-to-date with the analysis of economic developments and new thinking about the 
economy and economic policy. This would have adverse consequences for the quality of policy advice, the reliability 
of forecasts and other quantitative work and the public presentation of policy, eg in official publications, 
appearances before Parliamentary Committees and representation at international meetings. 

Effect of 5 per cent in resources available  

There would be some general increase in the quantity and quality of work done. In practice we found that there 
are a number of pieces of work that are planned, but are either delayed, or not carried out at all, or are done 
superficially, due to shortage of resources. Examples from the last six to twelve months include: 

analysis of economic determinants of medium-term public expenditure trends; 

updating of the analysis of the effects of changes in the oil price - the latest analysis in the Powell/Horton 
working paper was carried out in spring 1984; 

post-mortems of forecasts, especially the financial forecast; 

wpe.pl  



E. Options and Constraints 

(ii) Effect of 5 per cent increase in resources available  (continued) 

improvements to the data base for UK and wo_^1d economies, including more links with sources of data in other 
government departments; 

improvements in understanding and modelling et various specific sectors of the economy, including: 

the determination of the exchange rate 

the determination of fixed investment, especially outside manufacturing, including the role of the cost of 
capital and expectations of output and pri:-..es 

the term structure of interest rates 
the determination of bank borrowing 

Cr) the documentation of the Treasury model. We have an obligation to provide Dill documentation for public users, 
but probably now provide less helpfUl and up-to-date information thanb most other model proprietors; 

A 
5 per cent increase in resources would limit the tendency for this kind of thing to occur. 

wpe p.2 
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(iii) Constraints on past and future performance, changs0 in auanisation of work etc  

Much of the work of the -esponsibiLity centre is open-ended in nature, with output being limited by resources rather 

than by demand. WIth more resources, we could certainly produce more relevant work that would contribute towards 

fulfilling our aims. The resources which matter here are professional staff - both quantity and quality. Computer 

time is a constraint only in some peak hours: current computer facilities offer scope for further improvement in 

efficiency. On the research side, in particular, output will always be dependent on the interests and comparative 

talents of available staff, Another important limitation is the need to retain flexibility of capacity, so that 

resources can be quickly switched between topics of interest, in response to changing Ministerial priorities and 

pre-occupations. 

One important development that would improve performance is reduced staff mobility. (Some economic adviser posts have 

had 2 or 3 incumbents already so far in 1985-86.) 

At the moment, it seems L..kely that there will have to be increased resources devoted to the labour market and to the 

framework and presentation of macro-economic, and especially monetary, policy. 

wpe p.2 
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FMI: EA/MP/FEU RESPONSIBILITY CENTRE 

IT COSTS IN 1986-87 

Introduction  

This responsibility centre is a heavy user of computer facilities: 	notional 

charges by the CSO for use of the SPERRY mainframe shared with CSO and GEP 

are expected to be about El million this financial year. 	Currently, 	almost 

all computing power is provided by the mainframe. 

2. 	Future developments have been reviewed. 	EA3 conducted a series of 

reviews, mostly in 1984, that identified user requirements in the areas of 

databases, graphics, 	office facilities, research, model running. Recently 

EA3 have spelt out ways of meeting these demands, 	in a paper soon to be 

circulated to the ITSC: 	"User Requirement for new computer facilities". 

This proposes (i) increased use of micro processing as an economical and 

efficient way of providing economists with an individual (or divisional) 

source of computer power, and (ii) access to a mainframe for database and 

modelling applications. 	A change in mainframe offers the prospect of a much 

greater choice of software and lower running costs, 	as does increased use 

of micros. 

Some of these developments were outlined in last year's FMI return by 

this responsibility centre and some progress made in the course of 1985-86: 

EA3 have installed three IBM PC-ATs, and are testing their potential for 

research, model-running and office facilities. 	An application to EOG for 

a further six such systems, for office une by senior eoonomioto includin6 

the Chief Economic Adviser, is under consideration. 

The proposals in this paper for 1986-87 are consistent with the framework 

for computing in the Treasury Economic Service outlined in the review and 

developed further in the User Requirement. 	Specifically, the proposals for 

1986-87 provide for: 

(i) Using micro systems to take demand off the mainframe, 	using off 

the shelf software. 
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(ii) Improvement and extension of integrated office and presentation 

facilities (word processing, spread sheet/tabulation and graphics). 

The ultimate aim of integration of all applications implies 

simultaneously developing both PC's and mainframe facilities. 	All hardware 

purchases will need to fit in with this overall strategy which emphasises 

choice and flexibility, particularly in the area of software. 

1985-86 Expenditure  

Expenditure already made within the current financial year (to end 

August): 

£ 000's 

Terminals 	 5 

3 PCs + Software (now in EA3 

for testing) 	 30 

35 

Expenditure expected to be made before the end of the current year 

includes purchase of MiMER; 6 PCs for an office system for senior economists; 

further terminals; graphics devices; and printers. 

The amount expected to be spent for the year as a whole is within the 

original budget of £182,000. 	It is possible that some of the items in 

1985-86 will be delayed. 	(This possibility is reflected in an additional 

bid for 1986-87). 

1986-87 Expenditure  

(i) Office systems 

The first phase of the system replacing and extending the BLEASDALE 

service is scheduled for the current year. 	The second phase to be consistent 

with the office pilot is scheduled for 1986-87. 	This would include 

compatible systems for the whole of EA Management. 	Decisions will be made 

nearer the time, and in the light of experience with the existing PCs in 

-2 
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EA3, about the deployment of PCs within the RC: in particular the relative 

advantages of deploying PCs, in the light of demand for office systems, 

econometric research and model-running, will be reassessed. 	Depending on 

the demand for PCs within divisions - which may be heavy for research 

purposes - the second phase of the office system could be postponed and the 

PCs used instead as additional workstations for divisions. 

£ 000 ' s 

5 PCs 
	 20 

Software 
	

6 

TOTAL 	 26 

(ii) Networking 

10. 	This is preliminary work, to be co-ordinated with other (office pilot) 

work being done elsewhere. 	This will provide very high speed communications 

between PCs and mainframe, so that model files, programs and large prints 

can be transferred. 	Unless this is done, 	the usefulness of micros, 

particularly under heading (iii) will be reduced. 

Wiring/Nodes/Software 	 20 

(iii) Shifting demand from the mainframe to the micro: workstations 

11. 	Some of the work currently done on the mainframe can be run much more 

cheaply on micros with suitable off the shelf software (eg SORITEC, 	PCGIVE). 

Initially this would be on the basis of at least 1 PC per division. 

£ 000's 

5 Micro systems (+ Hard disc & second 

Screen) (capable of running SORITEC) 	 48 

Software 	 8 

56 

• 
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More heavyweight (model) applications should also be practicable on 

more powerful machines, assuming no substantial communications problems with 

mainframe discs and fast printers. 	These may need to use XENIX or a 

mainframe operating system. 

£ 000's 

3 PCs (For MP) 	 36 

Software 	 6 

98 

Total (including amounts specified in paragraph 11) 

0 	(iv) Distributed printers 

One of the reasons for decentralising applications is to improve 

response and user control. 	The avoidance of long turn round times on 

printing is therefore important. 	Medium speed laser printers will provide 

a fast turnround for small to medium sized prints. 

2 Printers: one each for FEU and MP 	 36 

Summary  

The overall list is provided below. 	Decisions on a number of items 

depend on departmental IT strategy decisions. 

£ 000's 

Office system or additional workstations 	26 

Networking 	 20 

Workstations 	 98 

Distributed printers 	 36 

Total 	 180 

Memo: Possible expenditure on items delayed 

from 1985-86 	 50 

Total 	 230 

• 

• 
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If the budget for both 1985-86 and 1986-87 is spent in full, the cash 

budget for the two years will be the same. 	The budget for 1986-87 includes, 

as item (v), an allowance for items delayed from 1985-86. 	If this were to 

happen, the total spend for the two years would be the same, but distributed 

differently. 	It should be noted that item (v), £50,000, is already included  

as part of the 1985-86 budget.  

• 

This programme of expenditure in 1986-87, taken with the items planned 

for the remainder of 1985-86, will provide all the managers in the RC (plus 

the Chief Economic Adviser) with a PC (or terminal to a Bleasdale) for use 

in word-processing, graphics, tabulation etc. 	In addition each of the six 

divisions will have (on average) about 2 micros for use for research, 

model-running, data retrieval, and word-processing. 	As paragraph 9 makes 

clear, the mix of expenditure in 1986-87 will depend on how demand evolves 

and on the results of the current tests on the IBM PC-ATs in EA3. 

In addition to the proposed expenditure on IT capital equipment, there 

are the CSO charges for use of the mainframe. 	The level of these charges 

depend on the rates set by the CSO and on the volume of use by this 

responsibility centre, and there is a lot of uncertainty on both. 	These 

are notional charges: 	the Treasury does lot pay cash to the CSO. 	But these 

charges do provide an indication of the resources used. 	It is helpful to 

bring together in one table the CSO charges with the Treasury FMI capital 

cost budgets: 

• 
Capital cost (Treasury 

FMI budget) 

CSO charges (including 

overheads) 

E 000's 

1984-85 	1985-86 	1986-87 

(small) 	182 	 180(230)** 

880 	1050 * 	see text 

* 20 per cent up on 1984-85 outturn (the same growth rate as 

forecast for TES use in total) 

** see paragraphs 14-15 

• 
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III 18. 	The CSO charges for 1986-87 depend upon the volume of total demand 

by the EA/MP/FEU responsibility centre, the proportion of demand met by the 

mainframe, the capacity of the mainframe, 	and the charging rates. 	The 

installation of a number of PCs in 1986-87, as proposed in this paper, 	will 

reduce the demand on the mainframe, but only on a limited scale in the first 

year. 	Perhaps up to half the forecast growth rate of 34 per cent could be 

accommodated on the PCs. 

19. 	We are considering replacement or enhancement of the SPERRY mainframe 

as a matter of urgency for 3 basic reasons: 

To improve the price performance of the existing systems. 

To provide for growth in use: the present system will be saturated 

during the next 6 months. 

To gain the advantages of a more fertile software/operating system. 

20. 	There is an urgent need to off load the mainframe, 	if at all 

practicable, to avoid having to upgrade the present installation to 4 

processors. 	this issue is considered in greater detail in the User 

Requirement and will need to be considered together with other Treasury 

needs. 	Even with much increased use of micros, more mainframe power will 

probably be needed. 

21. 	But whatever decisions are taken on the mainframe, the use of micro 

systems looks set to provide an efficient and economical solution. 	That 

III 	is the basis for this bid for 1986-87. 

EA/MP/FEU 

• 	16 October 1985. 
6 - 
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MANAGEMENT IN CONFIDENCE 

MACRO-ECONOMIC RESEARCH BUDGET: PROPOSALS FOR 1986-87 

It is proposed that the Budget for 1986-87 should be 5% above that 

for 1985-86, to allow for inflation but no real growth (Table 1). This 

gives a figure of £250,000, of which over 80% (£210,000) is accounted for 

by the Treasury's contribution to the ESRC Macro-economic Modelling 

Consortium. 

Table 1  

Macro-Econoedc Research Expenditure 

(£ thousand at current prices) 

ESRC 

Modelling 	Other 	Total 

Consortium 

1983-84 	(outturn) 128 36 164 

1984-85 (outturn) 185 5212 23712 

1985-86 (budget) 200 38 238 

1986-87 (budget') 210 40 250 

"1985-86 Budget increased by 5% to allow for inflation 

Expenditure in 1985-86 

2. 	The current position regarding expenditure in 1985-86 is set out in 

Table 2. The Macro-economic Modelling Consortium, other macro-economic 

models, and the Academic Panel, consultants and conferences are explained 

fully, with one exception, in the attached report on expenditure in 1984-85. 

The exception is the purchase of a forecast for the Warwick Bureau. The 

Bureau can only inclurie the Trcasury model in the comparative work that it 

does on macro-economic models if it has a forecast base. We cannot provide 

this for obvious reasons, and in order to avoid delays in the provision of a 

forecast using the version of the model that will become available in 

January 1986, we wish to set aside a small amount of money. It is possible 

that in the event we shall be able to ensure that the Bureau receives a 

forecast base without any expenditure on our part. 

• 

• 
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MANAGEMENT IN CONFIDENCE 

Table 2 

Macro-Economic Research Expenditure 1985-86 

ESRC Macro-economic Modelling Consortium 	 200,000 

Other macro-economic models: 

LSE model (Bean) 

CASS studentship (Blake) 

Purchase of forecast for 

Warwick Bureau 

TOTAL 

1,500 

1,000 

1,000 

3,500 

Academic Panel, consultants and conferences: 

Panel fees and expenses 	7,900 

Consultants' fees and expenses 2,000 

Conference fees and expenses 	4,500 

TOTAL 14,400 

Company sector behaviour: 

Estimation of prices and 

outputs (Wickens) 5,000 

Econometric methodology 

(Wadhwani) 750 

Effects of Inflation 

(4adhwani) 1,500 

TOTAL '7,250 

Data: 

AGB Index 1,500 

NOP Data 250 

Permanent income measurement 2,200 

Expectations data 5,000 

TOTAL 8,950 

Unallocated 3,900 

TOTAL 238,000 • 
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MANAGEMENT IN CONFIDENCE 

	

3. 	Some of the expenditure under Data is also a continuation of 

expenditure in 19814-85. However, we are planning to extend the project on 

expectations data to a consideration of how well these data predict actual 

outcomes and to an examination of how they can be modelled. We have also 

contracted out a study of whether information collected by EC-financed 

consumer surveys can provide measures of permanent income. 

	

14. 	The projects connected with company sector behaviour follow our 

increasing interest within the Treasury in this area. We produced a 

theoretical model of company sector behaviour in an optimising 

forward-looking framework. As we were unsure how to set about obtaining 

empirical estimates, we engaged Professor Wickens to do some empirical 

estimation of the price and output equations that were implied by the model. 

Dr Wadhwani was asked to consider the econometric problems involved in 

estimating the Euler equations of this model, that is the price and output 

equations that result from a profit maximisation assumption, of the 

theoretical model. This work complements that of Wickens and it is expected 

that it will benefit econometric techniques in the Treasury. Quite 

separately, we are asking Dr Wadhwani to carry out a survey of the empirical 

work that has been done of the effects of inflation on factor demands and 

company sector behaviour. 

If current plans work out unchanged, we expect to underspend the 

Budget by about £14,000. However, experience in the last two years has shown 

that we may need to arrange small projects towards the end of the financial 

year, which could use up most of this. On the other hand, there could be 

delays with some of the on-going projects. 

Proposals for 1986-87  

The ESRC Macro-economic Modelling Consortium and expenditure on the 

Academic Panel, consultants and conferences are expected to continue 

throughout next financial year. In addition, we plan to spend small sums 

on the same data requirements as before. The studies of permanent income 

measurement and expectations data will be coming to an end next year, and 

so will involve lower expenditure. 

• 
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MANAGEMENT IN CONFIDENCE 

Table 3  

Macro-economic Research Budget 1986-87  

ESRC Macro-economic Modelling Consortium 	210,000 

Academic Panel, consultants and conferences 	15,000 

Data 	 5,000 

Estimation of "stock" of public current 

expenditure on education, health and 

defence hardware 	 5,000 

Trade barriers and tariffs 	 5,000 

Effects of 19824 CT changes 	 10,000 

TOTAL 	 250,000 

Once these have been taken into account, there remains only £20,000 

of uncommitted expenditure. We are investigating the possibility of 

splitting this in three ways. First, we would like to start some work on 

the measurement of the "stock" of public current expenditure in areas where 

such expenditure is really in the nature of capital expenditure, eg 

education, some health expenditure, defence hardware and perhaps R&D 

expenditure. This is relevant to the approach to the PSBR that was 

discussed in the Odling-Smee/Riley National Institute Economic Review paper. 

It is unlikely that £5,000 would be enough to complete such a project, but 

we envisage a preliminary investigation in the course of 1986-87, perhaps 

extended into the following financial year if it is successful. Secondly, 

we are considering various pieces of work aimed at estimating the effects of 

protection in the UK. These might include a general equilibrium analysis of 

the costs of protection in general, and small studies of the industrial 

impact of specific measures, such as voluntary restraint agreements. 

The final proposal for new work is for a study of the effects of the 

1984 changes in corporation tax. When those changes were being considered, 

and more generally when major changes in taxation or other measures are 

being discussed, we are often asked what was the experience of earlier tax 

changes. Our usual approach to answering such questions is to look at the 

aggregate time series data, to try to identify the impact of the specific 

tax change. With relatively small changes this may be the best that can be 

done. But with a large discrete change such as this one, additional 

• 
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information should in principle be available from a survey of compaLies. • 	Such a survey was conducted by Professor Reddaway of the introduction of the 

Selective Employment Tax in the 1960s. We believe that a survey of 

companies could reveal some very interesting information about company 

behaviour in response to changes in taxation. 

9. 	Such a study would be well beyond the resources of our research 

budget. It could only be carried out if the bulk of the money were 

available from some other source. However, it is possible that other fund 

giving bodies, especially the ESRC, may be prepared to finance such a study, 

and we propose to start discussion with them shortly. It would clearly 

increase our influence on the project if we were able to put in some money 

of our own. The amount proposed, E10,000 is probably the minimum that would 

make us appear serious. • 

• 

• 
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MACRO-ECONOMIC RESEARCH EXPENDITURE 1984-85 

Expenditure by the Treasury on macro-economic research contracts 

amounted to £237,500 in 1984-85. Of this, £185,000 was the Treasury 

contribution to the ESRC Macro-economic Modelling Consortium. The remaining 

money was spread over a number of research projects, which can be grouped 

under the following six headings: other macro-economic models, operation of 

the Treasury model, unemployment and the labour market, data, Wharton 

subscription, and Academic Panel and conferences. The expenditure on each 

project is shown in the attached table. 

ESRC Macro-Economic Modelling Consortium  

The Treasury is a partner in this Consortium to the extent of 25%, 

with the ESRC contributing almost all of the rest (the Bank makes a small 

contribution). The present arrangements last for four years, beginning with 

the 1983-84 academic year. Financial year 19814-85 was therefore the first 

full year of the arrangement. 

The Consortium supports a number of outside modelling teams, most of 

which produce forecasts, and helps to improve their quality by financing 

new research. The Treasury benefits from this in a number of ways: 

the range of outside forecasts helps the Treasury to 

improve its own forecasting efforts and contribute to a better 

informed background against which economic agents make decisions; 

the research by outside modellers and the diversity of 

views of how the economy works that is reflected in the models 

suggest ways in which our own modelling might develop, and 

illustrate the consequences of making different assumptions about 

how the world works for policy analysis, etc; 

C. 	the activities of the Macro-economic Modelling Bureau at 

Warwick University, which is funded by the Consortium, includes 

evaluating and comparing the models supported by the Consortium 

and also the Treasury model, which improves our understanding of 

the Treasury model and may suggest ways of improving it. • 
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Experience suggests that the Consortium is a much more cost-effective way 

of supporting macro-economic modelling research than the previous ad hoc 

arrangements. 

4. 	Some specific advances in 1984-85 that were made by the groups 

supported by the Consortium include: 

the development of a financial sector based on a portfolio 

approach by the London Business School; 

research on company sector behaviour by the National 

Institute; 

research on labour markets by City University Business 

School. 

Other Macro-Economic Models 

We have also been contributing to other macro-economic models, but on 

a much smaller scale: £15,000 in 1984-85. 

One of these, the City University Business School model, also received 

funds from the Consortium, but our additional direct contribution enabled 

them to start work earlier and to examine the effects of changes in 

macro-economic policy on aggregate supply. The payment in 1984-85 was the 

last of three annual payments. From the second year onwards we were 

somewhat sceptical about the value of this project to the Treasury. 

Although there were many ideas in the model, we had doubts about some of the 

empirical work that went into it. It was probably poor value to provide 

money in order to speed up the work. 

We have now received a paper which fulflls the remit to use the model 

to examine the effects of policy on aggregate supply. The paper is quite 

interesting in that it shows the effects on output, inflation and employment 

of a range of 'supply side' policies such as changes in the level of 

National Insurance Contributions, standard rate of tax, and reductions in 

labour supply brought about, for example, by a lowering of the retirement 

age. In some cases the model is not able to give a comprehensive picture 

of the effects of these types of policies but the results underscore the 

dangers of looking at the demand side alone. • 
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Our contribution to the LSE model is a relatively small part of the 

total funding. The payment in 1984-85 was the second of three annual 

contributions. The LSE model is an interesting supply-oriented model which 

is being carefully estimated. Since we ourselves are working on the 

development of a small model with a supply side, it is helpful to have 

access to the work of others. When the model is slightly more advanced we 

shall, as part of the terms of the contract, mount it at the Treasury. 

The programme of research into small models (PRISM) is mainly 

concerned with investigating the implications for optimal policies of 

different expectations formation processes. The CASS student who is 

attached to us is also working on the same issues under the direction of 

Professor Currie. Our contribution to PRISM enabled the work that the 

student was doing, involving reducing the size of the Treasury model and 

applying rational expectations to the reduced version, to proceed despite 

a shortage of PRISWs own funds. We hope that this work will lead to a 

better understanding of the implications of changing the assumptions about 

expectations formation in the Treasury model. 

Operation of the Treasury Model  

The loan of a micro-computer to the PROPE team at Imperial College 

is to enable them to conduct experiments with the Treasury model on d micro. 

Since this may well be the direction in which we ourselves will want to go 

for at least some applications, it is helpful to have the PROPE team, who 

are very experienced in this area, to conduct experiments. The micro is 

being lent to them for three years. 

A paper on how to measure the margins of error that surround 

simulation results was commissioned from Stephen Hall, who has worked on 

this subject in relation to the National Institute model. Although we were 

sceptical about whether we could make much headway in measuring the margins 

of error, mainly because so many important co-efficients have been imposed 

on the Treasury model rather than freely estimated, we thought that we 

should explore what could be done. The study made a number of constructive 

suggestions about how to overcome these problems but many of our doubts 

remain. 

• 

• 
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Unemployment and the Labour Market  

The single project in this area was the study by Layard and Nickell 

of the causes of British unemployment. An interim grant had been paid in 

1983-84, and the final grant was paid in 1984-85 on receipt of the final 

report. A revised version of the report was published in the National 

Institute Economic Review, February 1985. 

Although Layard and Nickell had been working in this area for some 

time, our project caused them to bring together their thoughts in a coherent 

paper which, in some ways, is the culmination of much of their work. It is 

generally regarded by economists who work in this area as a substantial 

contribution to the debate on the rise in unemployment. Although we would 

not necessarily agree with everything in it, we have definitely clarified 

our own thinking about unemployment as a result. 

Data 

Data relating to the means of payment were collected from AGE Index 

and NOP Data. As on previous occasions, the Treasury shared the cost with 

the Bank. 

A study was commissioned from Simon Wren-Lewis of the available 

measures of expectations of future prices, output and investment, and of how 

they relate to the outturn data. The report covered the field 

comprehensively and has led us to believe that more use can be made of 

expectations data. We are planning to mount these data on our own computer 

and it is also possible that we shall follow up the work by commissioning a 

new study of how to model the expectations data. A revised version of the 

report was published in the August 1985 issue of the National Institutc 

Economic Review. 

Wharton Subscription  

This was the subscription to the Wharton forecast of the US. It is 

used mainly by the Embassy in Washington, although it is also helpful as 

background material for the WEP forecasts. 

• 
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17. 	It is inappropriate that this item should appear on the resrarch 

budget, and with effect from 1985-86 it is being borne on the EF budget. 

Academic Panel and Conferences 

The broad aim of expenditure under this heading is to keep macro-

economists in the Treasury in touch with research and thinking elsewhere. 

In addition, in the case of the Panel, we benefit from the critical analysis 

of our own work that Panel members bring to bear. In 1984-85 there were 8 

meetings of the Academic Panel, implying an average cost per meeting of 

about £800. 

Among the conferences that Treasury macro-economists attended in 

1984-85 were: macro-economic modelling conference at Warwick University, 

various IFS seminars, AUTE conference, a seminar at the Institute of 

Petroleum, and the conference on forecasting. In addition, contributions 

were made to the expenses of the forecasting conference and a conference on 

unemployment organised by LSE Centre for Labour Economics. 

• 

• 
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Macro-Economic Research Expenditure 1984-85 

ESRC Macro-economic Modelling Consortium 

Other macro-economic models: 

185,000.00 

CUBS model (Beenstock) 8,834.00 

LSE model (Bean) 3,500.00 

PRISM (Currie) 2,000.00 

CASS studentship (Blake) 500.00 

TOTAL 14,834.00 

Operation of Treasury model: 

Loan of micro to PROPE 12,004.27 

Errors in simulations 750.00 

TOTAL 12,754.27 

Unemployment and labour market 1,000.00 

Data: 

AGB Index 1,328.64 

NOP Data 143.75 

Expectations data 2,000.00 

TOTAL 
	

3,472.39 

Wharton subscription 	 10,246.00 

Academic Panel and conferences: 

Panel fees and expenses 	6,325.06 

Conference fees and expenses 	3,862.07 

TOTAL 
	

10,187.13 

TOTAL 	 237,493.79 

• 
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Staff Omplenent 

No. 

Standard Pay 

Coats (t) Rxpenditure (t) 

Grade 3 3 39,741 119,223 

Grade 5 5 29,061 145,305 

Grade 6 1 26,739 26,739 

Principal 1 21,979 21,979 

SEA 2 16,641 33,282 

HEO 1 14,548 14,548 

EO 2 11,099 22,198 

CO 2 8,069 16,138 

CA 2 6,292 12,584 

SPS 2 11,231 22,462 

PS 6 9,398 56,388 

Economic Adviser 16 20,099 321,584 

Senior Economic Assistant 8 11,703 93,624 

Economic Assistant 3 9,409 28,227 

Statistician 2 21,152 42 ,304  

Senior Assistant Statistician 1 12,024 12,024 

TOTAL 57 988,609 
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Date 
• 

ti! 	
Reasons for changes in mix or level of resources required in 1986-87 compared with 1985-86 
(refer to work programme where appropriate) 

Staff Complement 	
Most of the increase between 1984-85 outturn and 1985-86 agreed bid reflects underspending 

relative to ccmplement in 1984-85. Nearly all (89%) of the increase between 1985-86 and 1986-87 is 
attributable to the rise :of 8.5%) in standard pay costs. In addition, one new Economic Assistant is required 
to work on policy analysis. At the moment there is only one assistant for three Economic Advisers in the 
macro-economic policy analysis division (MP1), so that the advisers have to do assistants' work (especially 
data collection and manipulation, and model simulations) and neglect their own work on policy analysis. 

Casuals/Students 	
Students are very valuable as research assistants. So far in 1985-86 we have been using more 

than we originally planned because there is plenty of work and because unfilled complements plus reduced NICs 
(Budget 1985) have provided room within our total staff budget. We require the same number of students (12) in 
1986-87 as we have been employing in 1985-86. (The budget for 1985-86 was for 10 students.) 

Overtime 	
The bid for 1985-86 was clearly an under-estimate, now that we know the outturn for 1984-85. The 

bid for 1986-87 has therefore been based on the latter, which has been uprated by 10% to allow for inflation. 
In addition, we expect that the change in eligibility of Economic Advisers for overtime payments will lead to 
increased claims being made during forecasts and the pre-Budget period. The additional £1,000 is based on the 
assumption that claims are made for 10 hours a week in 15 man-weeks. 

Travel and Subsistence  Price uprating only. 

IT Equipment 	
The bid assumes that the IT equipment budget agreed for 1985-86 is fully spent. Our present 

estimate is that it will be underspent, perhaps by £50,000. We would like agreement that the 1986-87 budget 
will be increased by the full extent of the underspend in 1985-86. Details are provided in a separate paper. 

Economic Research 	Price ...iprating (5%) only. Details are provided in a separate paper. 

International Data Base  Price uprating (5%) only. 

Non-Bid Items and Items still Budgeted Centrally 	No marked changes foreseen. 

Treasury Model Royalties 
 Receipts in 1985-86 and 1986-87 are expected to be lower than in 1934-85 because one of 

the forecasting clubs has ceased using the Treasury model. 

bb4.p1 



liAtevelopmenta for which there may billanger term resource requirements (Sbeyond 1986-87) 

The main area where there may be longer-term ohangea is IT equipment; these are mentioned In the aeparate 
submission. The contribution to the ESRC Macro-economio Modelling Consortium (E210,000 in 1986-87) could in 
principle change with effect from the autumn of 1987, but there is no reason at this stage to envisage any 

significant adjustment. 

(ill) General comments on patterns/history of resource use 
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MANI A  r  7  1031t-PICGRVAPE 

f` I ,•-. •••••!?....‘71.. We\ r • 
SCS/ETS/PEAU 

A. Organisation 	 Hapasibilityamba 
pas 10 October 1985 

Nmegur 
I C R 

1 

BYATT 

lasadsoffavisdonOdthgma0 
i 	 -.1 

J Draper 	(5) 	G P Smith 	(5) 
I 

RBStannard 	(5) 
I 

GACDHouston (5) 

Branch %aft 
J Parrett R P Short PEAU 1 0 PEAU 2 
CS manpower 
statistics 
M Lock 

Indirect taxation: 
tax/benefit 
modelling 
I J Scotter 

with Eosin areas of . R Kosmin H J Hyman responsibility in 1985-65 1  (part-time) 
1Post Office, 	steel 
and shipbuilding 
C Richardson* 

Privatisation and 
general policy 
R G S Smith CS manpower 

planning, support 
for Cabinet Office 
(MPO) PM Group 
C Bell 

Personal direct 
taxation-• 
co-ordination of 
tax ready reckoner 
Mrs S K Holmans 

Accounting advice 
on financial 
control of 
individual 
industries 

Economic advice 
on aviation to PE3 
and on energy 
policy 
M Parr 

CS manpower 
planning 
J Whipp 

Advice to ST 
group; 	demography 
(micro advice on 
RPI and some other 
items to ESG) 

Water industry and 
general policy 
issues 

Computing services 
F O'Hara 
Statistical 
applications 
M Sharratt 
Support for Pay 
Group 
I Taylor 
Implementing REPEC 
recommendations 

Public acrenditure totals to 
which respcnaibilities directed 
(wtent appircwisb0 

Staff-in-post incheing hams 
41 6 4 4 

of Divisicn (1 July 1985) 

mutl 
* 	nn 	c.,- .1.,,...1- 	C--- 	,l____ 	. 	- 	— .  

ste f -hrpmm ( 1 any 1985) 55 
nt Ot Victoria 
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15. Allocation of Neepoiser/liesourams between different arms of mark 	 Rescansibility Osstre 

(1) 1985-96 
	 Date 

hmadwait %age 

SCS 

Statistical support to policy groups 
(inc. 	MPO) 24 
Computing support to Treasury 
expenditure groups 19 
Civil Service Statistics 22 

-- 
66 

ETS -- 

Support for FP 6 
Support for ST 2 
Ministerial briefing and PQs 2 
Own work programme, i.e. R & D and 
ad hoc exercises 3 
Common services, e.g. tax ready 
reckoner - 

-- 
13 
-- 

PEAU 

Support for PE 10 
Support for ST - 
Independent contributions: 
- Privatisation and regulation 3 
- Control of output of Nat.Industries 5 
- Control of efficiency of Nat. 

Industries 2 
-- 
20 

notal 	 _1 100 

(II) ammo since 108445 
SCS  

There is very little change in the allocation of staff 
effort between areas of work. 	The transfer of the Civil 
Service manpower data system Mandate from Comshare to 
Chessington CC will cut cash payments to the bureau and 
increase allied service computing costs. 	At the same time 
extended development work on the Financial Information 
System (FIS) will also increase allied service computing 
costs. 

ETS  

Mrs Holmans joined division 

PEAU 

Increased emphasis on privatisation of utilities. 

(ua) Chomps eeqmdmd in 1986-07 
ampmmd with 1985-06 
SCS  

Fewer staff will be employed on Civil Service manpower 
statistics but the effect on the percentage distribution 
of staff effort will be small. 	Computer bureau charges 
will continue to fhll as the pay data system is transferred 
to an in-house micro-computer. 	The allied service 
computing costs may rise as the new development of FIS 
will need to be run in parallel with the existing system. 

ETS  

None envisaged 

PEAU 

Reduction of work on technical aspect of nationalised 
industry accounts 
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C. 	Aims for 1916-87 Responsibility 

Date 

SCS  

1. 	To take part in forming policy by supplying appropriate statistics about Civil Service pay, manpower 
and personnel matters and helping to ensure that they are interpreted effectively. 	Some of this support 
is provided to parts of the Cabinet Office (MPO), mainly PM Group, and the Medical Adviser. 
2. 	To provide appropriate computing support to Treasury groups dealing with public expenditure. 

ETS 

Support for FP, especially their aim to ensure wider economic interests are taken into account. 

Support for ST1 on social security and to ESG on demography,RPI etc. 

Information and advice in response to Parliamentary and Ministerial enquiries. 

Contribute to major ad hoc exercises on tax and social security policy. 

Undertake research and development on analysis and modelling of the effects of tax/social security 
policies, linking with IR, DHSS, CSO and outside researchers. 

To provide 'common services' such as maintenance of the tax ready reckoner and the tax benefit manual. 
To administer outside economic research. 

PEAU 

Support for PE and ST3 by the provision of specialist advice. 

To consider how best to develop regulatory regimes for privatised utilities. 

To improve the framework for the financial control of the industries remaining in the public sector. 

To bring about improvements in nationalised industries' accounting policies 

To promote structural change in loss-making nationalised industries. 

To devise improved measures of efficiency in nationalised industries. 

3. 	To provide and publish accurate and timely statistics of Civil Service manpower. 



Progress so far, constraints, prospects in rest or 1985-86 

 

       

       

       

Improvement in the accuracy, coverage and timeliness of the data 
so that necessary statistics are available when required; the 
early publication in July of the annual volume, Civil Service 
Statistics, has been maintained; procedures to monitor performance 
bonuses are being set up in close consultation with Cabinet Office 
(MPO); new extension of unified grading will involve changes to 
the data systems. 

Closer collaboration with the users of manpower statistics, 
particularly the Cabinet Office (MPO) to improve timeliness and 
relevance of statistical input to policy making: a statistician 
has been bedded out with PM Group to improve liaison; the manpower 
planning manual, previously issued by the CSD in 1975, has been 
completely revised and updated and issued to departments. 

Started early in 1985 under joint SCS/GEP management. 	Programming 
work under way for revised PES/Estimates, linkage and reconciliation 
tables; to be operational for 1986-87 Estimates. 	Options under 
investigation for implementing REPEC recommendation to amalgamate PES 
and Estimates data bases; target for proposing new data base structure 
is end-November 1985; full specification to be prepared subsequently. 

The computer system is being developed continually to reflect the 
changing requirements of users, particularly the simplification of its 
use. 	Major development will be required later this year and next as 
a result of implementing the recpmmendations of the REPEC (Norgrove) 
review; rate of progress will depend partially on the results of the 
Mimer trial (see D(i)4c). 

(a) The manpower statistics system Mandate has been transferred from 
Comshare Ltd to CC Chessington where a far better service is 
provided; completion of the transfer has been delayed because of 
incompetence at Comshare; the DHSS strike has caused delays; and 
further improvements in timeliness are necessary. 

40-1c 

III 
Ti) 	 III 

D. 	Progress on Priorities in current year 	 Responsibility Centre 
Date 

Priority objectives 

SCS 

Improve collection, processing 
and interpretation of Civil Service 
manpower data. 

Plan and start the implementatio 
of the recommendations of the 
kEPEC report. 

Maintain computing services 
support to GEP and other 
expenditure groups. 

Improve all computing 
3ervices. 
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D. (i) Progress on Prioritiec in current year (continued) 

Priority objectives Progress so far, constraints, prospects in rest of 1985-86 

SCS (CONT) As a result of the review of the pay data computer system part of 
the system is being transferred in-house to a micro-computer; 
transfer of the rest will be considered next year. 

The review of computing for FIS recommended a trial of the data 
base management system Mimer as a first step; the trial is now 
under way on the Sperry Computer; subsequent development to FIS 
will depend on the trial's outcome, the Treasury's future IT 
strategy regarding mainframe computing and the REPEC requirements. 

The laser printer was used for producing four Supply Estimates 
booklets this year and the intention had been to extend to all 
booklets in 1986-87. 	However, because of very high computing 
demand the response from the Sperry has been erratic and GEP 
have decided to limit full laser production to the same four 
booklets next year. 

Modelling and policy analysis - development of a CSO/IR/Treasury 
tax/benefit model has been under way since the beginning of 1985 
and good progress is being made. 	We hope to have a basic working 
model operational by end year. 	We have also acquired or are 
acquiring models from outside researchers for use on our micro 
(Mr Short leading on this). 

Support for FP/ST: contribute to major policy exercises - 
The division has contributed to major analyses of policy - notably 
on the Fowler reforms in relation to the proposed personal tax 
changes. 	Analytical work on pension proposals. 	NIC changes 
and employment consequences. 	Some involvement in LG Finance 
issues. 	Have contributed comments etc. on draft tax Green Paper. 
This and the Fowler reforms seem likely to occupy a good deal of 
time this year. 

ETS 

To improve capability for 
policy analysis 

To pursue a medium term 
development programme for 
inter-departmental modelling 
work 

It is not possible to be 
specific at this stage on 
priorities for the main 
policy work 



To consider how the 
privatisation programme 
can be used to increase 
competition in the 
nationalised industries. 

To improve the framework for 
the financial control 
of industries remaining 
in the public sector. 

To bring about improvements 
in nationalised industry 
accounting policies. 

To devise improved measures 
of efficiency. 

PEAU 

(1) 

40-1c /II 
	 • 	• 	• 

D. (i) Progress on Priorities in current year (continued) 

Priority objectives Progress so far, constraints, prospects in rest of 1985-86 

Contributed to work on privatisation of water, gas and airports. 
Change in emphasis of work now that competition has a lower 
priority in the programme. 	More emphasis being placed on 
regulatory regime. 

Nationalised industry legislation, enabling reform of balance sheets 
now suspended (sine die). 	Bilateral discussions stalled 
except for Post Office (largely consequences of privatisation 
proposals). 

Proposed legislation dropped. 	Defensive actions taken to 
preserve CCA in nationalised industries. 	Outside expert group 
on accounting for economic costs going well and should report in 
autumn. 

Review of performance measures near completion. 	Longer term 
objective to include costs of capital depends on improved accounts 
(above). 



Comment/detail/progress expected in 1986-87 

Necessary continuation of service. 

Further improvement so that necessary and accurate statistics are 
available when needed: the usefulness of the new quarterly tables 
for Cabinet Office (MPO) will be monitored; if possible the 
publication of Civil Service Statistics will be brought forward 
to June; the effect of extending unified grading will be monitored; 
continuing support in monitoring performance bonuses. 

(b) Continue to ensure the relevance and to improve the statistical 
input to policy making: close co-operation with PM Group in 
Cabinet Office (MPO) will be maintained; the issue of the revised 
manpower planning manual will be followed with other simple 
explanatory papers, interdepartmental meetings and lectures at 
CS College courses to spread the use of manpower planning in 
departments. 

Finish the redevelopment of PES and Estimates systems within an 
amalgamated database (see D(ii)(4)(c). 

Necessary continuation of service. 

See (2), (3) and (4) (d) of D (i). 

(a) Simplification of the data provided for Mandate by departments is 
planned; this should reduce the load on departments and improve 
accuracy. 

The future development of the Centrally Managed Staff Record will 
be reviewed. 

(a) 

Priority objectives 

SCS 

Maintain and improve the 
existing systems for the collection 
presentation and interpretation 
of Civil Service manpower data. 

Complete implementing 
recommendations of REPEC report 

Maintain computing services 
support to GEP and other 
expenditure groups for their 
collection and processing of 
financial (public expenditure) 
data. 

Improve computing services 
including systems and 
programming work, to develop the 
manpower and financial systems. 

4O1 
	 • 

D. (ii) Priority objectives in 1986-87 	 Responsibility Centre 
Date 
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D. (ii) Priority objectives in 1986-87 (continued) 

Priority objectives Comment/detail/progress expected in 1986-87 

(c) The FIS computer system will be redesigned in the light of the 
Treasury's IT strategy, to extend its use to all expenditure 
divisions, to make it easier to use, to make it more reliable, 
particularly at busy periods, and to include all developments 
needed in the amalgamation of Estimates and PES data bases. 

Difficult to foresee how work on tax and social security changes 
will develop. 	Depends mainly on progress on social security reform 
(Fowler), changes in local government finance (Baker) and the 
proposed reform of personal tax (Chancellor). 

Tax benefit model will be in operation in 1986-87. 	But it will 
require development (possibly bigger sample, possibly behavioural 
effects). 

Need to develop existing accounting work to apply to regulated utilitie 
in the private sector. 	Need to consider economics of general methods 
of regulation. 	Progress will depend on how quickly the government 
recognises the need to systematise regulatory regimes for privatised 
utilities. 

Negotiations on new capital structures, which adequately reflect the 
cost of capital,are likely with the Post Office, possibly with 
electricity, and, subject to privatisation, water. 	The existing 
corporate plannning mechanisms will be kept under review. 

SCS (CONT) 

ETS 

Support for customer groups 
We cannot forecast what 
our main policy concerns 
will be. 	This depends on 
Ministers and our customer 
groups. 

Improving capacity for 
policy analysis. 	Continue 
making progress on the 
modelling/analysis side. 

PEAU 

To consider how to devise 
economically efficient 
regulatory systems for 
privatised utilities and, 
where possible, to use the 
privatisation progranme to 
promote competition. 

To improve the framework for 
the financial control of 
industries remaining in the 
public sector. 
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D. (ii) Priority objuccAvec in 1936-87 (continued) 

Priority objectives Comment/detail/prowess expected in 1986-87 

PEAU (CONT) 

To bring about improvements 
in nationalised industries' 
accounting policies. 

To devise improved measures 
of efficiency. 

Defending CCA is a top priority. 	Discussions with individual 
industries on recommendations of expert group and general marketing 
of its conclusions. 

Investigate ways in which cost aims could be used in regulatory 
systems. 
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411 It 	 411 
D. (iii) 	pporting information including performance measures 

Responsibility centre 
Date 

                 

                 

                 

                 

                 

 

SCS 

               

                 

All staff record times spent on different types of activity; divisional figures are aggregated 
monthly. 

All consulting and service work is monitored at regular progress meetings with customers; one-off 
projects are similarly monitored by steering groups. 	For the individual a written contribution to 
his annual report is obtained from his major customers. 

Maintenance of statistical data bases and provision of statistics are assessed by (a) monthly reports 
showing numbers of enquiries answered within 1, 2, 3 ... days; (b) monitoring when regular returns 
and publications are issued compared with pre-arranged timetables; (c) comparisons of data from 
different sources to determine accuracy; (d) close contact with customers to ensure their 
requirements are necessary and are subsequently satisfied. 

Maintenance of and improvements to computer systems are monitored at monthly progress meetings 
against a rolling six-month forward programme. 	Each project is vetted by the customer to check that 
his specification is fulfilled; comparisons are made between completion and due dates, planned and 
actual staff effort involved. 

ETS 

Staff record time spent on different activities. 	Division makes an annual report setting out its main achievements. 

Main test of performance on work done for FP and ST1 is client satisfaction. 	One adviser is fully dedicated to work of ST1. 	There is very close contact with FP. 

Difficult to judge success with major pieces of policy analysis. 	The division's work on company 
taxation bore fruit in the 1984 Budget changes. 	But extensive work on the taxation of pensions 
and savings did not lead to any Budget changes. 	The division tookan important role in analysing 
employment measures for the 1984 Budget and did much detailed work directly for the Chancellor on 
the employment effect of changes in the structure of NICs. 	What further tax initiatives there might 
be in 1986-87 is scarcely possible to say. 

The division (together with CSO and Inland Revenue) has been developing its capability for (micro) 
tax analysis. 	This will be operational in 1986-87; the extent of analysis possible and response 
times will be relevant in judging performance. 



40-le 

411 
D. (iii) Supporting information including performance measures (continued) 

Responsibility Centre 
Date 

                 

                 

                 

                 

                 

                 

 

PEAU 

               

                 

Staff record time spent on different activities. 	Annual report is prepared setting out main 
achievements. 

Main test of performance on work done for PE (and ST3) is client satisfaction. 	Regular meetings 
are held with PE to discuss work programme. 	Views of PE are sought for annual reports of PEAU 
staff. 

Difficult to judge results of more free standing work (as with ETS). 	Work on RPI-X for BT was 
disappointing, primarily because BT withheld information. 	Papers on competition and privatisation 
were welcomed by the Chancellor, but have had a limited impact on the privatisation programme. 
Work on regulation of privatised utilities is potentially important for future privatisation 
programme, but the extent of any implementation will also depend on political factors. 	The work 
on the accounting approach to nationalised industries is acknowledged (outside as well as inside 
the Treasury) to be a significant contribution to the principles of CCA and to its application 
in the nationalised industries. 
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•  E. 	votions and Constraints 	 110 
Responsibility Cent.r. 
Date 

Effect of 5 per cent reduction in resource!) available  

SCS 

A reduction of two staff below current levels is already planned for this year in the manpower statistics branch. 	
This reduction is possible because of the improved efficiency in the manpower 

data system Mandate since transferring it from Comshare to Chessington CC. 
	No adverse effect is expected on quantity or quality of output. 

ETS 

Since most of the work is demand determined, the reduction would have to be on development work - D (ii) (2) above. 

PEAU 

Marginal decrements in resources would be accommodated by reducing depth of analysis and response rate on reactive work. 	The proposals for a data bank would be dropped. 

,increase 
Effect of S per cent/in resources available 

SCS 

ETS 

An increase of 2 staff would be allocated to computing to assist in the redesign of FIS and then 
implementing the new design, including the modifications to the ustem stemming from the REPEC review. 

Since most of the work is demand determined, the increase would have to be on development work - D (ii) (2) above. 

PEAU 

This would be used to expedite the completion of a data bank and faster progress on nationalised industries modelling. 
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(iii) Constraints on pest and future performance, changes in organisation or work etc  
SCS 

The reorganisation of computing in SCS Division last year and the transfer of Mandate from Comshare 
to Chessington CC will have saved four posts over a two-year period. 	At the same time the quality 
of output has been maintained and the quantity increased, e.g. extension of unified grading, 
ethnic monitoring. 

A constraint on achieving computing objectives (e.g. simplifying the FIS system for more users, 
extending the use of laser printer for publications) is the inherent complexity of the Sperry 
computer and its associated need for skilled programming staff, together with the limited capacity 
available to FIS users at busy times of the year. 	Decisions on the Treasury's IT strategy, 
particularly concerning main frame computing, will have a major bearing on meeting computing 
objectives. 

ETS 

Constraints on future performance. 	We may be constrained by lack of computer expertise in 
developing our modelling/analytical capacity to the full. 	We will consider whether EA3 might help 
here; but cannot be too specific at present. 

PEAU  

Need to consider how the work of the unit should best evolve, given the expected reduction in technical 
work on accounting, when the report on CCA and economic cost and the necessary follow up is completed. 
The accounting wcrk on corporate planning has not developed as originally expected and this, too, 
needs to be taken into account when considering the work and organisation of the unit. 	The extent 
and speed cf privatisation will also affect the scale and type of work. 

In the case of both ETS and PEAU, the supply of staff, especially well qualified economic advisers, 
has been a serious constraint, manifesting itself both in rapid turnover and vacant posts. 	This 
problem is likely to continue and could, unfortunately, easily intensify. 
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SZCTI30 4: Responsibility Centre 	crisci 
Date 

4U-13411 	 • 
Reasons for changes in mix or level of resources requecl 	986-87 compared with 1985-86 
(refer to work programme where appropriate) 

For Responsibility Centre 

Some reduction in staff numbers. 	Increase in consultancies to allow for development of FIS. 	Increase in training provision - which may not be adequate. 

Special factors for SCS  
Reasons for changes in 1986-37 compared with 1985-86  
The reduction in SCS complement shown in Table 2 is due to (a) the expected completion later this year of 
much of the work of the team set up to implement the recommendations of the REPEC report and (b) further 
re-organisation in the division stemming from the transfer of Mandate from Comshare to Chessington CC. 

One extra post is included in the complement bid of Table 2 to absorb some of the additional computing work 
arising from the developments of FIS generated by the REPEC team and the review of FIS computing system. 
How much extra effort will be needed for this work is still not clear and for this reason a notional 
figure of £50,000 is included against consultancies/fees. 



• 
Developments for which there may be longer term resource requirements (ie beyond 1986-87) 

For Responsibility Centre 

Need to continue IT development, otherwise depends on next General Election. 

Special factors for SCS  

Longer term developments 
As further aspeAts of the manpower statistics output are computerised, there may be scope for further 
staff reductions, but they cannot be foreseen at present. 

General comments on patterns/history of resource use 

For Responsibility Centre  

Redactions in s7.aff combined with increase use of capital 

Special factors for SCS  

Extending the use of computers and improving computing methods  
Over the past few years this has resulted in statistical output of wider scope and better quality 
being produced by fewer staff at all levels. 	Staff are more fully employed in more interesting work. 



M.J.SPrCKMAN (3)(Econ) 

1 
J.B.JONES(5)(Science) VACANT(5)(Econ) G.M.WHITE(5)(Econ) 

Economics of  
Industry division  
(El) 

GRIFFITHS(Econ): 
Industry, agri-
culture,regional 
and innovation 
policy 

STERN (Econ): 
Labour markets 

J SLY (Econ): 
DM; Defence, 
R&D, procurement 

DEATON(OR): 
OR support to 
IAE group 

Operational .Resear  
division (OR) 

D N H BARKER(OR): 
Defence, 
Treasury 
organisation 

M G HUDSON (OR): 
Home, Education 
and Local 
Government 

P JORDAN (OR): 
Health, social 
security, 
territories 

Ms S LEWIS (OR): 
Output and 
performance 
measures 

h Public Services  
division (PSE) 

Ms L A MOUNTFORD 
(Econ): 

Health 

MRS P A PENNECK 
(Stat)(part time): 

Education, 
Channel Fixed 
Link, Environ-
mental services 

C SPEEDY (Econ): 

Local Government, 
Housing, Urban 
programme 

MRS S M PUGH (Econ 
Home, Roads 

£70 billion 

41/2  

£25 billion 

61/2  
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Cavnaist=on ESG 
Date 2.9.85 

Ilinager 

Bonds of Division (with grads) 

Branch Heads with mai.n areas of 
responsibility in 1985-86 

Public expenditure totals to 
whitb responsibilities directed 
(where appropriate) 

Staff -in-post including heads 
of Division (1 July 19E15) 

Grade 5 
EA 
SE Asst  

£140 billion 

11 

Grade 	CO 1 
PSO 
	

PS 1 
SSO 
HSO/SO 

EA 	2 SEAsst 1 
Stat 1/2 	CA 	1 

22 

Total Staff-in-post 1.7.85 

1 
	

CO1/2  
3 
	

PS1 
1 



R. AlLillian Of NilopOser/Remooroom batman differentliess of work Renconsihaity 

DI" 2.9.85 
ESG 

(i) 1985-86 

   

(11) aanges ninon 1984-05 
lava at work % ago 

El 

12 

4 

14 

Consultancy services to IAE group 
DM and TOA 
groups 

Direct input to industry and 
employment research and policy 
reviews 

OR 

30 

Consultancy services to ST group 9 
LG group 5 
HE group 5 
DM group 5 

EOG group 4 
Other Tsy groups 4 

Special studies and development of 
performance measurement and 
expenditure forecasting 8 

40 
PSE 
Consultancy services to ST group 8 

LG group 5 
HE group 4 

other Tsy groups 4 
Development & propagation of expen-
diture appraisal methodology 8 

30 

Responsibility for providing economic services to DM 
group and TOA division has been transferred from PSE 
division to El division. 

Responsibility for providing economic advice to ST group 
on social security policy has been transferred from PSE 
division to ETS division. 

(11/) Chingos agncted in 1986-87 
ocnpared with 1985-86 

A modest change of emphasis towards more central work on 
methodology and the dissemination of good practice. 

Ibtal 1100 



dellIPM.0.111r.  I 

C. 	Aim for 19116-117 	• Ammomeiblatypr 're 
Data 2/9MS 	r1S 

To provide the Treasury with economic and OR input into issues of public expenditure policy and 
management (except for policy advice on nationalised industries and social security), by the main means 
described in the following aims. 

To undertake special studies and research, often but not always commissioned by customer divisions, tf 
develop methods of forecasting and monitoring expenditure (mainly OR) and to develop methods of appraisal and evaluation. 

To advise expenditure divisions on the appraisal of specific expenditure proposals or bids from 
departments, and on the economic or OR aspects of policy or management reviews. 

To promote the development and use of output and performance measures in departments generally, by 
disseminating ideas and good practice (OR). 

To provide general acounts of economic trends and performance most relevant to industry and employmenl 
to contribute to briefs, Ministerial cases, speeches, PQs and international exchanges (El). 

To provide the economic input to all central management guidance to departments and to develop, issue and promote guidance on investment appraisal (PSE). 

To advise EOG on internal Treasury organisation and information systems (OR). 

To commission, monitor and apply the results of a programme of academic 	research on. public expenditure issues of special concern to the Treasury. 



Progress so fur, constraints, prospects in rest of 1985-86 

El and PSE in mid 1985 both suffered serious staff shortages, with 
virtually a complete turnover of El staff and PSE being at half 
strength. The staffing in El and PSE has improved, but there are 
difficulties in prospect in OR. 

This consultancy work has included or will include major inputs into 
Industrial Support Review, Advance Faactory Group, social security 
monitoring and forecasting, rate support settlement and reform, 
pharmaceutical pricing, and the Channel Fixed Link, in addition to 
many other projects and a continuing heavy load of ad hoc advice in 
fields such as investment appraisal and output measurement. 

Of the work set down for 1985-86: 

El prepared a paper in April on methodology of assessing employmen 
related expenditure programmes: this may form the basis of a 
Treasury paper for the Manpower Group set up to consider this. 

A small research project on why the test discount rate is/should 
be higher than the return on indexed gilts has been discussed 
with Professor Stern (Warwick) and is likely to be commissioned 
by PSE in the autumn. 

work by El on disaggregated labour markets has slipped, but a 
joint paper with MP on sectoral labour markets is likely to be 
completed in the autumn. 

41111 (i) Progress on Priorities in cnillOnt year 	 ResponsibilillICentri 
Date 

Priority objectives 

Consultancy priorities, 
l'eflecting expenditure 
divisions' own priorities and 
progress. 

Joint projects, special 
studies. 
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illD. (i) 	Progress on Priorities in current illtr (continued) 

 

Priority objectives 

 

Progress so far, constraints, prospects in rest of 1985-86 

  

      

 

3. 	Central guidancesand 

promotions. 

 

A new programme of work is in hand in OR, widening the coverage of th( 
PESC(D) series of papers. Several papers of case studies in 
financial management are programmed for issue in 1985-86. 

   

An investment appraisal guidance note on risk and uncertainty will be 
issued in the autumn. 

There has been little progress in acquiring more knowledge of 
investment appraisal guidance and procedures in other departments. 

A new priority which has developed is the maintenance of consistency 
of accounting criteria in the costing of capital and in charging 
untied customers for central services. Important precedents have 
been established, jointly with AFA division, in charging, the 
costing of stockholding, and the use of interest rates in 
management accounts. 
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4110. (ii) Priority objectives in 1941/87 	 Responsibilitilentre 
Date 

                

                

                

  

Priority objectives Comment/detail/progress expected in 1986-87 

   

                

                

  

To provide professionally 
sound, relevant, timely and well 
presented services to 
expenditure divisions. 

To provide economic and OR 
services to the central 
divisions of the Treasury and 
the CCTA, and to the Treasury 
generally on central issues of 
public expenditure or 
financial management. 

To continue a programme of 
development and dissemination of 
good practice in financial 
management as follows: 

	

3.1 	PESC(D) papers 

	

3.2 	Performance indicators 

Continuing tasks. Priorities reflect those of customer divisions. 
Additional priorities from ESG include the examination of investment 
appraisal procedures in departments and how they can be approved; 
monitoring of implementation of the new DHSS computerised 
forecasting; applying the lessons of the Industrial Support Review 
to agricultural support and R&D funding. 

Continuing tasks. Priorities reflect those of the Department. 

Objective to assemble, edit and issue well-received papers in 1986-87 
at the rate of one every two or three months. 

Objective to set up by October 1986 a central record of ranges of 
defined performance indicators, covering eight functions, across 
several departments. 
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r 01 D. 	i) Priority objectives in 1986-87 tontinnod) • 

Priority objoctives  comment/detail/porogress expected in 1986-87 

3.3 To maintain and develop the 
quality and coverage of central 
guidance on expenditure 
appraisal methodology. 

3.4 To commission, monitor and 
make best use of cost-effective 
research programme. 

To develop, by contributing 
to joint studies with other 
departments, by commissioning 
outside research and by in 
house work, oetter methods of 
appraisal and evaluating 
employment and industry 
programmes; and to ensure that 
these developments are applied. 

To manage the Treasury 
micro-economic research budget 
efficiently, effectively and 
economically. 

Objective to issue during 1986-87 at least two Supplementary Notes, 
one about the handling of interest charges in public service 
costings, another providing guidance on some more advance technical 
questions, such as the potential for valuing non-marketed outputs. 

Objective to have commissioning of all work to be undertaken during 
1986-87 well in hand by January 1986 and to keep expenditure during 
the year close to budget. 

Objectives in employment policy to ensure that the output of the Reid 
group on methodology for assessing employment related programmes is 
technically sound, clearly formulated and widely disseminated and 
that it is applied to all expenditure proposals which claim 
employment benefits. 

Objectives in industrial policy to commission and complete a block of 
research on disaggregated labour markets and to develop and apply 
some explicit guidance on the use of shadow prices for labour costs. 

Objective to steer the preparation and subsequent progressing so as 
to achieve a cost effective programme completed on time and within 
budget, and to ensure that all the necessary documentation and 
records are well presented, correct and timely. 



D. 	(iii)r pporting information including pellOrmance measures 
i 

Responsibility Centre ES G 
Date 2 . 9 . 85 

Each principal-equivalent in each division writes a monthly retrospective report, providing a 
breakdown of his/her time. From the Autumn of 1985 divisional heads will produce a quarterly 
retrospective and prospective report for his division: it is intended that these should include some 
explicit estimates of value for money provided by each division. Each division has a float file. The 
monthly reports,together with progress meetings, provide an effective body of information for heads of 
divisions and of the group to assess both individual performance and the quality and value of the 
Group's output. 

For consultancy work, one telling measure is the intensity or otherwise of the customer's continuing 
demand for help. For specialists who are dedicated to expenditure groups, the customer provides a 
written contributiion to his/her annual staff report. 

For in-group work, control depends on assessment by more senior professionals. 	The use of and 
monitoring against target dates is strongly encouraged. 

OR division has a computerised system for monitoring expenditure by project and customers, and also 
proposes to develop activity indicators, such as written requests for work, requests for computer runs, 
numbers of models developed or maintained and items of written advice. El division have some monitoring 
of speed of response to requests for advice. 
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SAO 	
ass and Constraints • ResponsqlWity Cs' 

Date2.785 	ESG 

affect of 5 per cent reduction in resources available  

Effect would be 	slower, more superficial responses to customers, the cessation of some 
activities, especially in central development work (objectives 3 and 4). 

affect of 5 per cent in resources available 

Effect would be an improvement in timeliness and quality, and it would allow more 	 work 
in areas such as development of output measures and performance measures, special studies and 
research into labour markets and industry, and development of investment appraisal. 

0 
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Ilt(i ) Constraints on past and future performance, changes in organisation of work etc  
	 0 	 • 	 0 

As noted under D(i), there have been especially serious staff shortages in El and PSE: government-wide 

recruitment problems of OR staff are likely to affect OR division in the coming year. 

SCS division was transferred out of ESG on 2 June 1985 
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SECTION 41 Responsibility •repG 
Data 2/9/85 

    

..) 	Reasona for changes in mix or level of resources required in 1986-87 compared with 1985-86 
(refer to work programme where appropriate) 

Need for more economic input into employment and induEtrial policy, and, to a lesser extent, into 

efficiency in central government administration and programme management. 
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IL) 

111 	 111 

Developments for which there may be longer term resource requirements (is beyond 1986-87) 

No special new developments foreseen. 

(iii) General comments on patterns/history of resource use 
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I 	 1 
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1 
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(c) 	Public 	sector (c) 

P Patterson 

Forecasts of world 
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Development of WEP 

model 

J Graham 

Exchange 	rate 

and EMS, 	intervention, 

exchange markets 

investment/management 

of Exchange Equalisation 

Account 

• 

foreign currency 

borrowing 

P N Walker 

rescansgAlity In 19Efre6 

Briefing on world 

economic developments 

(d) Contributions to WEP 

forecasts 

P 1 Sheridan Balance of payments 

briefing and alaysis 

General debt and 

capital 	markets issues 

Residual 	exchange 

control 	policy and 

international 

capital movements codes. 

IMF 	issues 

International 

monetary system 

-,.. 	 
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S. Alloostian of lemposiorfilmouroos botanist diffocest arms of work 

	
novnahaity0mue EF/ 
Das 25 SEPTEMBER 1985 

(1) 111115-116 

(ii) Chingos since 198646 
Alms a um* t ow 

 Exchange rate policy and 
management of the reserves 45 

 Foreign currency borrowing 
programme 15 

 Balance of payments 15 

 General capital market issues, 
including Japan 20 

 Residual exchange control 
policy, and other countries 
controls on capital movements 5 

100 

The foreign currency borrowing programme has 
gone more smoothly than had been expected, 
occupying slightly less time. 

There has been a significant increase in the 
time spent on issues connected with Japan. 

More time has been spent on EMS issues; eg  
because of Parliament and public interest. 

(Ili) Chun= expictid in 19(15-87 
ciocanol with 1905-e6 

Much the same as, this year assuming no major changes of 
policy. 
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B. A/locatics of Pimponor/linoorois baboon different arms of work 

	
Ropmaibaityambm EF2 

(i) 1985-86 
	 Dna 24 September 1985 

(ii) Changes sin= 1984-85 
hosadumt %age 

 Review of world economic 
prospects. 25 

 Development of WEP model 15 

 griefing on world economy 30 

 IMF issues 25 

 International monetary system 5 

Total 
I 

Similar to 1984-85 

Some increase as research capacity of present staff 
has increased. 

Similar to 1984-85, although some changes in 
composition. 

Similar to 1984-85. 

Some decrease as reforms proposed by G10 report are 
not of substantive nature, and most of the follow-ip 
work in framework of IMF. 

(iii) Clumps topected in 1986-87 
omprned with 1985-86 

Little change 

Perhaps some further increase 

to (e) Little change. 
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C. 	Mae for 19U-87 
	

liaspoasiblar Coates Er! 
Date 25 September 198! 

To monitor, provide advice, and develop policy on the sterling exchange rate, exchange market 
intervention and the foreign exchange markets, liasing closely with HF. 

To continue with, and improve, the efficient management of the foreign exchange reserves. 

To continue to roll-over existing foreign currency borrowing as it matures in a 
cost-effective way. 

To bref ministers effectively and quickly on balance of payments developments. 

To improve knowledge of international capital markets, particularly in Japan, and to secure 
easier entry by British financial institutions to Japanese markets. 

To continue to monitor and advise on developments in Hong Kong. 

To continue to encourage other countries to dismantle existing controls on capital 
movements and not to erect new ones. 

To improve the work of the Committee on Capital Markets and Invisible Transactions of the 
OECD in liberalising trade in services. 
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C. 	kiss for 1966-17 	 Responsibility Centre EF; 
Date  24 September 1985 

RF2 

To review world economic prospects regularly. To provide forecasts of developments in major 
countries and categories of country. To contribute to the Treasury's domestic forecasts. To 
assess prospects for debtor countries. 

To maintain the existing econometric model of the world economy and to improve it. 

To brief Ministers and senior officials on world economic developments and to advise on UK 
attitudes to other countries' policies. 

(4) To advise on UK policy towards IMF issues. 

To analyse the functioning of the international monetary system and to advise on its future 
development. 
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Priority objectives  Progress so far, constraints, prospects in rest of 1985-86 

Di(i) Progress on Priorities in carrel year 	 Responsibilitylltntre EFI 

Date 25 September 1985 

The new intervention guidelines and the new arrangements for 
covering the foreign currency requirements of government 
departments have been working well. Reserve losses have been 
halted and the reserves have now received a major increment as a 
result of the recent $21/2  billion FRN. Aeserve changes in the 

t e rest of the year will depend partly on xtent of concerted 
intervention as a result of the recent G5 initiative on the US 
dollar. 

The conventional programme has gone much better than at first looked 
likely. New borrowing so far this year under the conventional 
programme has exceeded repayment of maturing debt, leading to a 
small increase in the gross reserves. We have also now borrowed 
$2.5 billion in the Government's own name. 

Work continues, with others in the Treasury, to develop strategy 
and avoid expensive failures. 

Stabilisation of reserves 

Foreign currency borrowLng 

Debt issues 



Progress so far, constraints, prospects in rest of 1985-86 

 

       

World economic developments have been broadly in line with the WEP 
forecasts, although not surprisingly we have not been able to 
predict precisely the timing of exchange rate movements, changes in 
oil prices etc. 

Work has started on improving the modelling of budget deficits. 
Research has recently been hampered by staff moves. However, the 
Bank of England have agreed to contribute to model research and 
development. 

Briefing for the G7 Economic Summit was less onerous this year, but 
meeting other briefing commitments has nevertheless involved frequent 
overtime. 

Routine briefing for the Executive Director is proceeding 
satisfactorily. Fund policy issues (the Trust Funds, arrears, debt, 
the SDR) may take more time in the rest of the year. 

The G10 report has been published, and follow up work will take place 
in the IMF Board over the next six months. Written evidence was 
submitted to the TCSC inquiry into the dollar and involved a 
substantial effort. 

40-1c 

111 ID. P) Progress on Priorities in current year Responsibility Centre EF2  
Date 24 September 1985 

WEP model development. 

Briefing on world economic 
developments. 

IMF issues. 

International Monetary System. 

Priority objective 

World economic forecasts. 



+masa • 	S. (Li) Priority objectives in 1984167 	 Responsibilityentre EF I 
Date 

25 September 1985 

Priority objectives Comment/detail/progress expected in 1986-87 

Managing the programme should be easier in 1986-87, now that the 
inhibition on HMG borrowing has been removed. But we will still want 
to continue with indirect borrowing through the nationalised 
industries and other public corporations and will need to 
continue to look for different ways of doing this cost-effectively 
within the constraints imposed by their own borrowing needs. 

At our request the Bank of England have now launched a management 
review of the services they provide in return for the EEA management 
charge, against the cost-effectiveness of which there is currently 
a question-mark. We will need to ensure that this is pursued 
vigorously and the results carried through into the arrangements 
for dealing with Government departments foreign currency requirements. 

There have been considerable difficulties with computerisation of 
the reserves management activities which the Bank performs on our 
behalf. We need to ensure that these are sorted out and that we 
are able to improve the way we monitor, assess and set policy for 
the management of the reserves portfolio. 

We need to improve our knowledge of the workings of other capital 
markets, particularly those of Japan, and to continue to press for 
more equitable treatment for British financial institutions wishing 
to do business there. 

The composition and procedures of the CMIT, and its co-ordination 
with other relevant OECD Committees, need improvement if the 
Committee is to fulfil its potential role in the work of the OECD 
on liberalising trade in services. 

Foreign currency borrowing 

EEA man4gement 

Reserves management 

Capital market issues 

Enhancing the CMIT 



Comment/detail/progress expected in 1986-87 

To overtylkl and improve sections of the model which have not been 

looked at for some years, notably the trade, prices and earnings 

equations. This should improve the usefulness of the model as a 

tool for forecasting and policy simulation. 

Further efforts to improve our understanding of the major countries 

(particularly Japan) in order to make our advice on their policies 

more effective (eg in G5, OECD, and IMF surveillance) 

Monitoring of IMF programmes. Continue a high quality UK input to 

Fund policy discussions and to internal Treasury discussions on debt. 

Continue to work for a more stable and better functioning 

international monetary system in the context of the existing 

institutional framework. 

Priority objectives 

WEP forecasts 

Economic briefing 

IMF issues 

International Monetary 
Issues 

40-1. 
	 • 	• 	EF2 

D. (ii) Priority objectives in 1986-87 
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IJO. • 	 D. (iii)llupporting information including pejlIrmance measures 
	 • 

Responsibility Centro EP/ 
Date 

25 September 198! 

Success in rolling-over foreign currency debt is fairly easily measured, so too are changes in the 
level of the foreign currency reserves and the reasons for them. We collect information about both 
as a matter of course. 

There is not a great deal of casework. But we do have a substantial workload in terms of regular 
and ad hoc briefing, almost always demanded to a rigorous timetable. 



S 	• 	• 
D. (iii) Supporting information including performance measures 

Responsibility Centre 6 F 2. 
Date  

Lack of resources constrains the rate at which we can develop the WEP model, and hence our 

forecasting and quantitative analytical capacity. This constraint may be eased a little as the 

forecasters gain more experience and can devote more of their time to research. Mr Graham's 

successor may be able to make a greater contribution to research, although his post is already 

heavily loaded. Employing a student for a full year and the sharing of research that we have agreed 

with the Bank of England may also help. 

Lack of resources has also hampered analytical work on the major countries' economies and 

international monetary issues. 
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'Otiose and Constraints • Reeponeibilityantre 
Date 

ZZ7- vo.cetcr 	ekti e,d 4( Vec.""140 

(i) 	Iffect of 5 per cent reduction in resources available 

As last year. 

(Li) If feat of 5 per cent in resources available 

Nrci 
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COestraiats on past and future parfornanco, changes in organisation of work etc  

Lack of time, and an imminent change in staff at principal level will continue to hamper EF1's 
ability to undertake longer-term analytical work and to improve our knowledge of international 
capital markets by reading or visits. We will also need to reply more on FEU than in the 
immediate past as a result of losing Mr Hannah's economic expertise. 

1 



Effect or 5 per cent reduction in resources available  

There are probably no complete activities that could be cut out. But there would be a 

decline in briefing standards, greater reliance on the Bank of England (eg on IMF briefs) 

and even less time to produce analytical/background papers. Specific options would be a 

reduction in WEP model research and cancellation of the Wharton subscription. 

(1) 

(ii) Effect or 5 per cent in resources available 

An increase in staff resources of the order of 5 per cent could enable us to 

undertake a number of background studies (eg on the Japanese saving ratio and 

macroeconomic policy), to improve some of the country forecasts which at present get 

little attention and to undertake pieces of work such as an assessment of the past 

forecasting record. 

40-1h • 3. 	Opt 	 •ions and Constraints 	 ResponsibilitOtentre EF 2 
Date 24.9.85 
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(iii) Constraints on past and future performance, changes in organisation of work etc  

A substantial part of EF2's workload is the preparation of country briefs and IMF instructions to 

tight deadlines. The number of such pieces produced can give some indication of the workload, 

but not of quality and does not allow for the heterogeneity of the product. Evidence of the influence 

of the UK on IMF decisions and other countries' policies is almost certainly too intangible to be 

of much use. In the case of the WEP forecasts we hope, resources permitting, to devote a little 

time to looking at the errors in recent forecasts. 
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SECTION 4: 	 Responsibility Centre Eic- 

Date 

(1) 	Reasons for changes in mix or level of resources required in 1986-87 compared with 1985-86 
(refer to work programme where appropriate) 

The reason for the mix in the HEO complement is that EF(1) continue to regard the work being 
carried out by Mr Flitton to be of a standard consistent with an HEO(D) grading. 

The bid for a casual for the whole of 1986-87 reflects concern that EF(2)'s growing research 
programme and WEP data management should not be allowed to fall behind. EF(1) may also require 
some extra capacity to assist with the expansion of their reserves and debt database. 
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Developments for which there may be longer term resource reguiremelts (ie beyond 1986-87) 

General comments on patterns/history of resource use 

EF is a group which remains fairly constant in both size and structure. For most of the time it 
is a tightly stretched unit which because of the nature of some of its responsibilities has to be 
prepared tc instantly commit thinly spread resources, of- en for indefinite periods of time. The 
sterling exchange rate crisis in late 1984/early 1985 is a good example of this. 
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Latin America). 

C J E Legg 

FC0 expenditure 
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British Council; 
BBC External 
Services; Aid and 
Trade Provision. 

P E Denison 

Multilateral aid 
including IBRD 
regional 
development banks 
and EEC aid 

N Sallnow-Smith 

Country problems 
with special refe] 
to official debt : 
Latin America and 
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M Redley 
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Area of work age 

PES/Estimates/manpower (3 Departments 

Financial management (3 Departments) 
+ Management Review (ECGD) 

General aid policy, including 
bilateral aid, briefing on Third 
World countries 

Fringe bodies (Crown Agents, CDC, 
Britih Council, BBC External 
Services) 

Aid and Trade Provision 

Multilateral aid policy and briefing 

Other case work country assessment 
and management 

Export Credit policy 

International Debt 

100 
_ 	• 	_ 

15 

5 

10 

10 

10 

10 

10 

15 

15 

	

0410/141 
	 • 	 • 

B. Allocation of Pisnpower/141)corces between different areas of work 	 finsponsibility Cerxt- 

	

19e5-es 
	 Lete 

(ii) Cnanges since 1984-85 

Deletion of CA post and some reorganisation of clerical' 
support. 

Addition of work on trade policy, accompanied by extra 
resources (1 Principal and 1 EO). Addition of the EO 
(mid-85-86) should enable more resources to be devoted 
to international debt. 

Work on Management Review taken over from follow-up 
to Matthews 

(iii) Changes expected in 1986417 
compared with 1985-66 

Possible reorganisation of HEO and EO duties in light of 
staff inspection report 

Continuation of trade pol-icy work at this level of 
resources due to be reviewed November 1985. 

Casework and country assessment work may be affected 
by changes in ECGD's operations. Timing very uncertain. 

Follow-up ECGD Management Review will gradually be absorbed 
in general FES/Manpower/Financial Control work. 



W12/4̀171  
wo5511 4_, 

C. 	P.Ixat for 198E-77 Re5poneibill/Centre 
Date 

	

1. 	Efficient and effective discharge of the normal responsibilities of a Treasury Expenditure Group 
in relation to ODA and FCO expenditure and manpower including: 

Briefing Treasury Ministers for PES discussions on the appropriate size of the 
expenditure programmes; and scrutinising Departments' Estimates. 

Ensuring that as far as possible programmes are not exceeded and briefing Ministers 
on claims on the Contingency Reserve. 

Dealing with individual expenditure proposals falling outside Departments' delegated 
authority. 

Improving management systems and concern for value-for-money within the ODA and FCO 
through the FMI and other means. 

Overseeing financial relations with non-departmental bodies notably Crown Agents, 
Commonwealth Development Corporation, British Council and BBC External Services. 

	

2. 	Monitoring the work of the IBRD and Regional Development Banks and helping to promote their 
effectiveness at an acceptable cost to the UK. 

	

3. 	To minimise the costs to the UK arising from country debt problems; 

	

4. 	To monitor and advise on financial and economic policy issues in relation to Latin America and 
Communist bloc countries with particular emphasis on countries currently in the debt problem list, w 

which may include countries in other regions; 

	

5. 	To ensure that the costs of trade policy measures are fully taken into account in Treasury and other 
Department's decisions; 

	

6. 	To identify priorities in trade policy in the light of overall economic management objectives; 

	

7. 	Briefing and advice or trade policy issues; 

	

8. 	To ensure that the aims of overall economic management are brought to bear in the formulation of 
export credit policies; 
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Date 

9. 	To minimise the exposure of the Consolidated Fund to the costs and risks of export credit insurance and 
subsidy through 

control and monitoring of the expenditure and manpower resources available 

monitoring the performance of ECGD's credit insurance operations 

ensuring that Ministers' decisions on ECGD's structure and operations are carried through 
expeditiously. 



Progress on Priorities in curreAlllyear 

1985/86 

Responsibility 4Iktre 
Date 

Io /9 /r,f' 

I 
	

D. S 

Priority objectives Progress so far, constraints, prospects in rest of 1985-86 

To do the public expenditure 
job for FCO and ODA outlined 
as an aim. 

To get FCO management to take 
their financial responsibilities 
more seriously. 

To establish a programme with 
FCO for bringing the Diplomatic 
Estate within agreed standards. 

To achieve an agreed solution to 
the problem of financing pay 
increases in the BBC External 
Services. 

To encourage the development of 
a new role for the World Bank 
as part of a coherent 
international strategy. 

To improve the advice given 
to Ministers in relation to 
country debt problems and available 
as a basis for formulating a 
UK position in Paris Club nego.=ia-
tions by more systematic colla-Lion 
and analysis of economic data. 

None for trade policy last year 
as this area of work assumed 
to be on a "care and maintenance" 
basis. 

Cyclical lob, progressing according to timetable. FCO Overseas 

Price Movements compensation agreed. New running cost arrangements 
appear satisfactory so far. 

Slow progress, but some encouraging signs. 

Agreed asset recycling scheme is major step, but as yet no detailed 
programme put forward. 

Perry Review completed; progress, albeit slow, in implementation. 
BBC have accepted 3-year funding. Action plan soon. Financial 
arrangements to be agreed in or before PES. 

Requires continuing attention in international negotiations 
against resistance especially from US. Focus is increasingly 
shifting to the financial consequences of the Bank's future 
role, both in IBRD and IDA. 

Improved advice on problem countries of particular current importance 
(eg Poland, Nigeria and Peru) both for Ministers and for Paris Clu 
negotiations has enabled UK interests to be better identified an 
pursued. 

Database on 26 debtors now on line and regularly updated. 

Major element in this year's work has been to establish Treasury' 
locus in trade policy issues, identify priority issues and build u 
contacts. 
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D. (1) 
	

Progress on Priorities in current year (continued) 
1985/86 

Priority objectives 

 

Progress so far, constraints, prospects in rest of 1985-86 

To make further progress in phasing 
out export credit subsidies in EC 
and OECD negotiations and to preven 
any deterioration in the 1983 
Consensus arrangements for market 
related interest rates. 

1983 Consensus arrangements for market related interest rates holding-
up and steps taken to increase transparency and discipline on mixed 
credits and to reduce subsidy in certain aircraft sales. Marked 
resistance to further reduction of subsidy from France and Italy. 
Agreement reached interdepartmentally on objectives of export credit 
policy over the next two years but these already under pressure as a 
result of Ministerial decisions in principle on doubling ATP budget 
and soft loans in Consensus meetings for the rest of the year, the majo 
issue will be a realistic set of rates for low interest rate currencies 

ECGD's first Business Plan was disappointing. More effort from us will 
be required to get next year's on the rails. Progress on systems more 
generally will depend on concerted and speedy implementation of the 
Management Review. 

Major review of premium structure should be available later this year 
which should enable clearer relation of premium to risk and more 
differentiated approach to premium increases with (hopefully) better 
return to the Exchequer. 

Discussions on provisioning about to begin. Risk analysis is to be 
improved within a new portfolio management system. 

Follow-up was in form of a Management Review (with Treasury represented 
on the team). Review's conclusions broadly accepted by Ministers: 
major task now to ensure that ECGD gets on with it. 

To monitor the medium term financia 
objective for ECGD, agree a plannin 
framework within which it can be 
rolled forward and to encourage 
effective financial management 
systems within the.  Department 

To ensure that on financial 
performance and premium reviews 
sufficient account is taken of 
the Exchequer interest 

To agree with ECGD on a more 
rigorous system for determining 
their general provision and, as a 
consequence, an adequate (higher) 
level of general provision against 
sovereign risk. To build on the 
new "risk review" arrangements to 
improve ECGD's credit analyss. 

Follow-up Matthews Committee 
decisions 



Progress so far, constraints, prospects in rest of 1985-86 

Export Bank Committee reported. Capital market financing of one 
large (E250m) project currently being examined. Use of alternative 
techniques likely to depend on changing FREF arrangements. 

Continuing work. Difficult to measure. New arrangements set in place 
in EGC to avoid expensive credit for defence sales. 

1641,41 	 D. Ilh 	Progress on Priorities in cnrrell/year 
1985/86 

Priority objectives 

To explore alternative ways of 
financing export credit 

To deal with individual cases 
expeditiously and to secure , 
decisions, especially in EGC, whic 
limit the public expenditure 
consequences of interest support 
and ECGD's exposure in more risky 
markets 

Responsibilitylitre 
Date 

o/ 



Comment/detail/progress expected in 1986-87 

Annual Task  
No significant new developments expected; new running cost limits 
will be focus of attention. 

New Activity  
Review scheduled for 1986; 
including privatisation. 

need to ensure all options are considered, 

New Activity  
Latest information on CAs' future viability suggests we may again 
need to consider winding-up; if not, path to privatisation in 
1988 recuires clarification. 

Continuing work; in particular to establish a programme for 
bringing the diplomatic estate into line with agreed standards. 

New activity. Ambitious objective; but this is the only major 
area of FCO expenditure not subject to radical scrutiny in 
recent years. 

Continuing work with AEF2. 
Further progress likely to be made difficult by stubborn French 
position on mixed credits but it is in the UK's interest to 
make further efforts. 

First part should be completed by start of 1986-87 (ii) will 
depend on number of soft loan cases during the year. 

Increased Activity  

Negotiations on the periodic increases in IBRD and IDA resources 
are reading a peak together, requiring Treasury input on 
financial aspects of ODA policy. 

S. (ii) Priority objectives in 1984,7 Responsibilit1 Itre 
Date 

"kr1 4 I 

Priority objectives 

To do the public expenditure job 
for ODA & FCO outlined as an aim. 

To play significant role in 
review of Commonwealth 
Development Corporation. 

To Monitor Crown Agents' 
financial position and promote 
appropriate decisions. 

To continue pressure on FCO 
to improve financial management. 

[Comprehensive review with Pay 3 
of FCO allowances.] 

To make further progress in OECD 
on improving transparency and 
discipline in use of mixed 
credits. 

To ensure that soft loan system 
is (i) successfully introduced, 
and (ii) operates efficiently 
.without building up an 
unacceptable level of forward 
commitments. 

World Bank financial requirements 
will require particular attention 
as negotiaticns proceed on the 
IBRD capital increase and the IDA 
-replenishment. 



41 411 III D. (ii Priority objectives in 1986-87 (continued) 
Priority objectives  Comment/detail/progress expected in 1986-87 

To ensure that any prospective 
deterioration of sovereign debtors' 
prospects is identified and, 
where necessary, preparatory 
work set in hand to forestall 
damaging systemic effects 

Get cost benefit methods into 
scrutiny of commodity agreements 

Press methods of calculating and 
publicising the cost of protection 

Question trade policies under 
Article IV IMF consultations 

Ensure maximum "open market" 
approach to GATT round 

More relevant and relative trade 
work in UNCTAD 

Continuing work  

Despite progress made since 1982 by some debtors, the situation 
remains fragile. It remains important to keep a careful on watch 
developments so as to concert rapidly with other creditors should 
the position deteriorate. 
Continuing work  
Depends on MAFF/DTI attitudes; Tin, coffee, cocoa and rubber are 
main targets 
Continuing work  
Develop existing work programme, trying to get DTI support; 
alot depends on exporting opportunities in co-operation with IAE 
Continuing work  
Start up problem to get trade aspects fully written up by Bank of 
England; but need for continuing scrutiny 
Continuing work  

Degree of in-year commitment depends on start date for round (mid-
late 1986); and use DTI makes of interdepartmental group. Some 
preparation anyway for independent Treasury line 

Continuing work  

Opportunity good in run up to UNCTAD VIII (early 1987) 



D. (ii) Priority objectives in 1986-87 (continued) 

  

Priority objectives 

    

      

  

Comment/detail/progress expected in 1986-87 

   

         

  

Make further progress in EC and 

OECD negotiations on reductLon 

of export credit subsidies and 

greater discipline on tied aid. 

To ensure prompt and effective 

implementation of the Management 

Review recommendations. 

    

  

Continuing work  

Realistically progress will be slow with the major obstacles at 

international level rather than in agreeing common line among 'UF 
departments. 

      

  

New activity  

Need to be involved in the drawing up of action plans and seeind 

they are adhered to; key appointments of outsiders; and the 

implementation of the new portfolio management system. 

Continuing work  

Use of capital markets still in the early stages with teething 

problems which demand Treasury and Bank attention. Our aim is tc 

ensure that capital market financing considered in all appropriate 

cases (mainly larger projects). Will depend on new arrangements 
for FREF. 

New activity  

Renegotiation of bank margins will begin in Autumn 1985 but likely 

to be protracted and follow-up will 'take us into 1986-87. Following 
report on private sector export bank, these negotiations (depending 

on Ministers' views) may be widened to encompass a restructuring 

to provide a framework for non-bank financing. 

  

To encourage ECGD to make maximum 

use of capital 	market 	financing 

for exports with attendant subsidy 

and monetary advantages. 

     

  

To renegotiate margins banks 

are paid for pending fixed rate 

export finance with aims of 

reducing Exchequer costs and 

ensuring fullest use of capital 

markets. 

  

         

         

         

         



118.41 11 	 III 
D. (ii 	Priority objectives in 1986-87 (continued) 

Priority objectives 

Continuing work  

Comment/detail/progress expected in 1986-87 

Attempt to introduce greater 
selectivity into FFEF system 

Success depends on how Ministers perceive' the trade-off in important 
cases between costs and risks of export support and industrial 

h employment and political considerations. Control of risk is dependent 
on progress with the implementation of the new portfolio management 
arrangements 

Continuing work  

Progress will depend on securing ECGD agreement and possibly further 
computerisation of FREF 

New Activity PAC report may provide opening. Real operation problem 
in ECGD could make it impossible to get far. Considerable policital 
difficulities. 

To deal with individual cases 
expeditiously and to secure 
decisions, expecially in EGC, whi 
limit the public expenditure 
consequences of interest support 
and ECGD's exposure in more risky 
markets 

To devise ways of making more 
effective use of the existing 
measures of subsidy calculation 
as applied to individual cases as 
a basis for improved policy 
decsions and control of costs 
generally 



r. (iii) Opporting information including perAll=nce measures 

 

Responsibility Centre', 
Date 	/ / 

/G oo('  

The Group has thought hard about performance measures, particularly since the previous Chief Secretary 
asked us to try during his visit last Spring. We have concluded that there a're no meaningful measures 
available in this largely-policy--oriented block of work. 



• E. 	Allns and ConfAraintit 

51/141 
Responsibilite %tre 

Date 

(i) 	Effect of 5  per cent reduction in resources available  

More pressure all round. and slight reduction in quality. If a post had to be lost the trade one, subject 
to review in any case, may be the most expendable. Changes in ECGD's systems following the management 

review could make it easier (less costly) to reduce resources put into case work. 

Main area to suffer would he depth of knowledge of Departments. Visits (including involvement in FCO 
staff inspections) would be cut out. Treasury would play less part in bilateral aid (including debt) 
problems. 

Inc 
(ii)Effect of 5 per cent/ in resources available  

More effort on ECGD front - closer involvement in the management review changes would probably bring 
best pay off. Opportunity for one or two more field visits (eg to development countries; familiarisation 
visits to Washington; to industries benefitting from ECGD operations) 



Constraints on past and future performance, changes in organisation of work etc  

Actual achievement of objectives depends critically on factors outside Group's control: Ministers, 
other Departments, the views and actions of overseas countries. Much work is demand-led and must be 
done regardless of the level of resources available. The increase in resources for trade policy will 
enable Treasury interest to be more than on a care and maintenance basis. 

Changes in organisation may need to be made to reflect changes in ECGD (notably a reduction in casework 
following the proposed move to portfolio management) but these are unlikely to come about in 1986-
87. 

Burden of overseas meetings "at Principal to Under Secretary level puts an equally heavy burden on those 
left to mind the shop. 

On expenditure side main constraint domestically arises from FCO distrust of Treasury, combined with 
their inexperience in financial management; this constrains sensible public expenditure discussions. 

Internationally, constraints arise from UK's increasingly limited ability to influence international 
negotiations in our favour. 
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• 
SECTION 4: 

(i) 	Reasons for changes in nix or level of resources required in 1986-87 compared with 1985-86 
(refer to work programme where appropriate) 

Reduction in 1 AT and 1 CA posts and bid for 1 Divisional typist 
to reflect and improve work flow. 

Responsibi i ty( ntre E 
Da te  



• • 
Developments for which there may be longer term resource requirements (ie beyond 1986-87) 

Impossible to foresee clearly. International debt may blow 

up into a major problem. No other upward movements. 

General comments on patterns/history of resource use 

The Trade Policy post is new and subject to review anyway. Work 

on ECGD policy has continued and will continue at a high level. 

From about the end of 1986-87, if new control machinery can 

be agreed, the volume of casework should fall, and lt may be 

possible to eliminate the SEG post. Similarly, new arrangements 

for handling Aid-and-Tradework have already allowed us to leave 

an HEO(D)/AT post unfilled. No other major changes. 
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A. Crgsnisation 

MR A J r EDWARDS (Grade 3) 

Pdblic expenditure totals to 
whicth Lespuisibilities directed 
(where aptaupLiate) 

For both divisions 
Gross expenditure c 
Net expenditure of 

MISS J BARBER 

t European Investmen 
Bank 

Community borrowir 
and lending 

Briefing for ECOFI 
and other inter-
national meetings 

Enlargement of the 
Community 

EMS and Monetary 
Committee 

Relations with UK 
Parliament 
(including the 
Scrutiny Committe 

MR M DONNELLY 

Community budget 
process and 
procedure 

Budgetary and 
public expenditur 
aspects of Commun 
policies includin 
attribution and 
additionality. 

Budget discipline 

f £3000 million app 
£700 million alirox 

Branch Heads with main areas of 
reppansibility in 1985-86 

MR J MORTIMER (Grade 5) 
Heade of Division (with grade) 

(Grade 5)  

'Dotal Staff-in-post (1 JUly 1985) 

• 
Ampmsibility Ombm EC GROUP 
Date 

September1985 

Manager 

MISS J SIMPSON 

UK net contributio 
to Community budge 

Financing of 
Community budget 

New 'own resources 
decision and 
budget abatement 

Internal market anc 
Intergovernmental 
Conference 

Staff-in-poat including heads 
of DiViSton (1 JUly 1985) 

MR J ADDISON 

Forecasting and 
monitoring net 
payments to 
Community institu 
tions (Programme 
2.7) and 'own 

tyresources'. 

Joint Secretary 
PESC(EC) 



B. 

(1) 1985416 

30 

20 

10 

6 

6 

6 

4 

3 

7 

7 

Area of work 

Community budget procedure, 
coordination with UK Departments and 
improving EC financial control. 

New 'own resources' and budget abate-
ments. 

Input to public expenditure survey 

Internal market 

European Investment Bank 

Monetary Committee and the EMS 

ECOFIN and other briefing 

Enlargement 

Budget discipline 

Intergovernmental Conference to 
consider Treaty amendments 

Relations with UK Parliament (Scrutiny 
Committee) 	 3 

Relations with the European Parliament 2 

Bilateral financial relations with 
certain European countries 

          

          

          

Ibtal 

      

1106  

        

        

2 

111 	 • 
libmpower/liesonraes between diffenent are of mark Reeransibility Osktre 

Cabs 

Changes since 1984-85 

Work on new 'own resources' and future financing of 
the Community has diminished following introduction 
of Bill to ratify new own resources decision. Work on 
the internal market has been triggered by Commission's 
White Paper. The calling of an Intergovernmental 
Conference on Treaty amendments will require further 
work, probably continuing into 1986. 

Menges sepected In 1986-87 
ocecend with 19135-66 

Changes are difficult to forecast. Work on enlargement 
should be eliminated. Work on the EIB may diminish 
as the capital increase has been settled. Depending 
upon the outcome of the Intergovernmental Conference 
there may be some additional work on Treaty amendments. 
There may also be additional work on the internal 
market as the Commission translates its 'White Paper' 
into concrete proposals. There may well be pressure 
on the 'own resources' ceiling in 1987 and work may 
be generated if the Commission propose a further 
raising of the ceiling in 1987 or 1988. 



4111 	 411 	C. 	Ains for 1986-87 	411 Responsibilt Centre 
Date 

*To reduce, so far as possible, the UK's net contribution to the European Community's Institutions 

*To ensure that the UK receives the full amounts of abatement due under the Fontainebleau agreement. 

*To ensure that the agreement on budget discipline is effectively implemented. 

*To press for better value for money from Community budget expenditure. 

*To ensure that UK Departments give full weight to economic and public expenditure considerations 
when assessing Community proposals and to operate the UK control mechanisms for Community expenditure, especially EURO-PES. 

*To monitor and forecast effectively UK receipts from and payments to Community institutions. 

*To pursue with IAE Division an effective policy to contain the growth in Community agricultural expenditure. 

To safeguard the UK's interests within the European Monetary System and in dealing with other 
Community financial issues while, so far as possible, ensuring that the UK is seen to play a positive role. 

*To protect the UK's interests within the European Investment Bank and ensure that Community borrowing 
and lending activities are in accordance with recent decisions on the capital increase and external lending ceilings. 

10.*To coordinate briefing for European meetings, in particular ECOFIN and Budget Councils. 

11.*To ensure that the Fontainebleau budget rebate system is effectively implemented. 

Footnote: Items marked * involve substantial elements of advice to Ministers. 



DIOR) Progress on Priorities in ..rAIL year 	 Responsibility Centre 
Date 

Priority objectives 
Progress so far, constraints, prospects in rest of 1985-86 

 

 

 

4. 

 

 

 

8. 

 

_ 

Net budget contribution 

Budget discipline 

1985 and 1986 Community 
budgets 

PES forecasting and 
monitoring 

EURO-PES 

Financial control and 
Court of Auditors 

Financial regulation 

EIB 

Enlargement 

1983 and 1984 budget refunds have been paid. Bill to ratify new 
'own resources' decision now before Parliament: aim to obtain Royal 
Assent in October. New abatement system in place and provision made 
in the 1986 preliminary draft budget. 

Agreement at ECOFIN on the 'reference framework' for 1986, but 'cost 
of the past' and 'cost of enlargement' to be settled in the budgetary 
process. The agricultural expenditure guideline is in place and 
has been accepted by the Commission as well as by the Council. 

Intergovernmental agreement on finance for 1985 budget settled and 
the European Parliament adopted budget within 1% VAT ceiling on 
13 June. 1986 preliminary draft budget received from the Commission. 
Preliminary discussions have taken place and Budget 	Council will 
take decisions on 17 September. 

Monitoring system of payments and receipts now set up. Better contacts 
with Departments through PESC(EC) has helped improve forecasting 
methods. 

EURO-PES system firmly in place and is now an effective method for 
exercising control over Departmental policy towards Community 	expendi 

Court of Auditors annual report discussed by the Council for the 
first time. Contacts with Court improved. 

Little progress so far. Problems still continue with other member 
states' attitudes and pressure on time. Also fear that revision 
of financial regulation might lead to re-opening of UK's abatement. 

Capital increase now settled. The growth in lending implied by this 
is several percentage points lower than that in previous years, 
but still allows for real increases. 

Negotiations with Spain and Portugal successfully completed. FCO 
will introduce a Bill to ratify the Treaty of Accesxsion in October. 
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D. (ii) Priority objectives in 1986-87 (continued) 
• 

Priority objectives  Comment/detail/progress expected in 1986-87 

Net budget contribution 

Budget discipline 

1986 and 1987 budgets 

PES forecasting and 
monitoring 

EURO-PES and non-additionalit 

Financial control 

EIB 

Internal market 

Ensure that the Fontainebleau abatement system works properly and 
that the 1.4 per cent VAT ceiling is not breached. Ensure that 
the UK's interests are safeguarded in the review of the Fontainebleau 
mechanism (possibly late 1986 - new work) 

Ensure that budget discipline is effectively applied to the 1986 
price fixing (in March 1986) and the 1987 budget (to be adopted 
by end-1986). This is a continuation of the Group's work. 

Subject the 1987 Community budget to a rigorous scrutiny ensuring 
so far as possible its policies are consistent with the UK's and 
that it does not. exceed the 1.4 per cent VAT ceiling. Monitor 
the 1986 budget and try to avoid any overspend. 

Continue to improve system for forecasting UK net contribution 
for public expenditure control purposes; continue to improve 
monitoring of UK payments to and receipts from the Community budget. 

Make EURO(PES) and non-additionality rules control mechanism on 
Community research expenditure as effective as possible. 

Continue work on improving financial control within the Community 
and make an effective contribution to the discussion of the Court 
of Auditors annual report. Press for the Court's 1986 report to 
be discussed by the Council in 1987, if necessary. 

Ensure that third generation Mediterranean financial protocols 
are negotiated within the existing external lending ceiling. These 
negotiations should be completed end-1986 - this is new work. 

Push for greater liberalisation of financial and insurance services 
whilst protecting our position on tax harmonisation. 
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D. (iii)102pporting information including perlIpmance measures 

Responsibility Centre 
Date 

We shall be watching closely the development of the UK's net contribution to the budget as a whole and 
to particular areas. It is not clear how one might devise a system of performance measures for work 
in this area. The Group will monitor its forecasting record with a view to improving the accuracy of 
its forecasting methods and explaining differences between forecast and outturn. 
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E. 	GAIOD ns and Constraints 	 Responsibility "tr. 
Date 

Effect of 5 per cent reduction in resourceu &mailable  

Hard to foresee how the Group would accommodate this, with UK Presidency (July-December 1986) in the 
offing. Would probably hay to sacrifice work on EURO-PES, though Ministers have attached great importance 
to this. 

Effect of 5 per cent in resources available 

It has been agreed that as from 1 July 1985, the staff complement will be increased by one HEO (See 
budget return). This will enable greater attention to be given to Community budget expenditure 
although as yet the post has not been filled. As noted baove, the UK Presidency of the EC will impose 
a burden on the Group. An increase in resources would enable the Group (among other things) to make 
a more effective contribution during this period. At this stage it is difficult to assess exactly what 
the Group's needs might be oecause of the difficulty of predicting changes in the overall burden of 
work. Additional typing facilities, over and above the agreed full-time typist (see budget return), 
may be needed on a temporary basis. 
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(iii'?' Constraints on past and future performance, changes in organisation of work etc  

Constraints  

On Community budget matters it is necessary to reach agreement with other Departments in Whitehall and 
with our Community partners. This inevitably leads to compromises and a lot of abortive work. This represe 
a continual constraint on the Group's performance. Large amounts of foreign travel add to the pressures 
on the Group. 



• aidget Bid PtillKadniir 	Reil!leibarik Oc 	
limpresibuity Ceatre 

t: 1. 	 t 	t. t---)40"-- N . a- 

Date 

- . • 
Speed 
In 

1984-85 

Agreed td$3 
for 

1985-86 

Current year 
Spend to 
30 .1loe 

Bid for 
1996-87 

Upenes type 

Rid items 
qtaf f Carplement 

Basic staff 
( SititS 	 lamuals/Students 

27704 / .2gC6e0 736'7° 329,05E 

ecialists 

Tcptal 277047 26' o (-ero, 3 6  '70  329,056 

, 	200) 

40,090 

500 

( k 12 r tire 
/390 .333 _ 

Travel & 	Overseas 
albs istenoe /033-6 :24,Vo 0 ‘242.C .7  

lime 
g So o 9 

IT Elquipment etc 
.413 Sec 

500 
Eaancinic RBsearch 

NA 
cbnailtancies/Fees 

NA 
Gther ( scecify ) 

s e e_nç. el  

372.05( 
lbtal " -ViRDS" -3e,  7 c\cDcSi -16c, V\ 

Piz-bid it 
Ehtertairnffrt /85- .2..o 
bcternal training 

'.Q2 ,s- 
Government Ca.r Service -36 

Receipts 
PE Travel 

.. 89Q 1800 
(Jr • 

Part of the reason why we are running 
a little ahead of budget this year 
is that we have an SE0 blocking 
an HEO post. 

The steep increase projected between 
1985-86 and 1986-87 reflects an 
extra HEO post and 1/2  and extra 
typist post as well as pay increases. 

The bid for 1986-87 does not include 
the cost of hosting the informal 
ECOFIN which the Chancellor will 
chair. The expected cost of this 
is £20,000. This sum to be ctarged 
cnetrally. 

The Group may also need to publish 
some articles in EPR (or special 
supplements). 

See also section 4. 
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Unplerient 

1936-07 3 3 2. 

2. Staffing Profile and Bid 
Responsibility Centre: 

a. Staff in Post Date:  	 

 

  

     

---•-•<,:L.,,.,eo 1 erent ed 

Eir ade 
Gr ad e Grade CZ ade 

PT in tom 
Stet rs0 SED SSI) KO NED 

Sal 
Econ 

San 
Ass t AT Econ A 3t Typ r 

um 	.....,,,,„„ 3 5 6 AdY (0) Ant Stat Oast Stet 

1 April 1455 2.I S 3 2 3 -15; 
, 	_Illy 	I I 2 3 2 3 3 2 

b 	Staff Ccw4) 1 men t 190S-05 

1 April 1905 1 2 3 1 2 ?.) 3 2 2) -Li_ 
3, maw, 1936 12 3 1 2 3 3 2 3 -- 
00. 	Carol enent 

19E-06  
1 

3 1 2 3 32 3 
, 

1_ 

c. Bid for 1906-87 by quarter 

Total 

 

Cowls/ 
StiCantS 

• 

 

    

    

    

2015. 

, ki i-,1 10 5 -,- 
i 3 

1 July 1966 I 1. 3 I _ 3 3 3 2- 3 ( 
1 Ct-t 1986 I 4 ; I 3 
1 In Kell 

 3 3 2. 3, 
11. 3 33 32. 1 ( 

31 	Mai 	1987 3 

2Z 

Pleas. spec fy we 

Notes: 
1. The staff complement at B for 1985-86 shows two HEO posts as at 31 March 1936. It has been agreed 

that there should be an additional HEO as from 1 July 1985. It has also been agreed that the tempoi 
typist should be full time. The difference between the complements in 1985-86 as shown and 1986-87 
does not therefore represent a bid. The section b. figures should be amended. 
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3. Breaks:ben of Staff ampleaunt by Division 	 Itaccaisibility Caotre 

Date 

Date Division 'natal 
Grade 3 Grade 4 Grade 5 Grade 6 Prin MO MO FED(D) . IND le a) CI SP6 PS TyEdst 

1 Ert 

1- 

PPril 
EC 1 1 1 2 1 1 1 2 1 2 1/2  12½ 

1985 
EC 2 1 1 - 1 2 1 1 1 - 8 

31st 

March EC 1 1 1 2 1 1 1 2 1 2 1 13 

1986 EC 2 1 1 - 2 2 1 1 1 - 9 

- 

TL ._ 	EC 	‘Ot Skot(S 	LaN_ 	(&c,:_1.-- 	C-Lk_S 	c_oi-cc( 	+tnri. VfLai An(2_4- 	4(An_ pio 

	

Cr do v,ci- 	 dc_i--c‘i,1 	cf-- V,st 	 Cc 	C-c_ 
tot.- 
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SECTION 4: 	 Responsibility Centre AFC, 

Date 

(i) 	Reasons for changes in mix or level of resources required in 1986-87 compared with 1985-86 
(refer to work programme where appropriate) 

The bid for 1986-87 reflects the agreed additional HO post to work on budcetary matters and 
a full time typist which will reduce the burden placed on the personal secretaries in the Group. 
The bid for overtime (an increase of 50 per cent) reflects the additional burden imposed by 
the Presidency on clerical and typing resources. Likewise the increase in travel and subsistence 
reflects the expected increase in the amount of European travel which will be caused by the 
Presidency. 

The Group's expenditure may need to increase on account of the Presidency. See also the note 
about the informal ECOFIN Council in Section 1. 

See also notes to Section 1. 
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Developments for which there may be longer term resource requirements (ie beyond 1986-87) 

As stated in the work programming return there will be pressure on the VAT ceiling in 1987 and 
the Commission may wish to produce proposals for its ncrease. Additional resources could be 
necessary to cope with negotiations on this and on the renewal or replacement of the abatement 
mechanism. 

General commerts on patterns/history of resource use 

The EC Group has to react to events rather than determine its own path to secure its objectives. 
The staffing of the Group has therefore had to be adapted to suit the requirements of the moment. 
It has as a consequence been very difficult to plan both the resources required and their allocation 
between particular objectives. 
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A. Organisation 
liesponatbuity Centre 
Date 

r_ 	eived by non-twayers Ell 7m. 

• S 
Nanager 

: Heeds of Diviaion (with grade) 

:Brandi Heads with main areas of 
reepmaihaity in 1985-05 

Public expenditure totals to 
whidh responsibilities directed 

.(4e.re appropriate) 

' staff-in-post including heads 
(it invleicn (1 JUly 1985) 

G W NONGER 

H M GRIFFEHS (AS) 

Customs and Excise £355m 

HE01 
001Y2  
Psi 

MISS C E C SENCLAIR (P.5) 

Inland Revenue £859m. 
Life assurance premium 
relief and mor 
Interest reite?Nesource 

FP1 HE01 PS1 
AS1 EID1 

CO2.%  

natal Staff- 	 (1 lily 19H5) 	P3 E°1  L.  AS2 	2  
FS3 

leaving on 13 September, 
not to be replaced. 

KMROMANSKI 

General policy on 
indirect taxation 

EC taxation questions 

. c. Vehicle Excise Duty 

d. Local authority 
manpower and questions 

Customs and 
Excise manpoNer 
and expenditure 

Budget 
security officer 

M D R HAIGH 

Policy cn business an( 
North Sea -taxation 

Inland Revenue 	I- 
power and expenditure 

J M HALLIGAN (left 26 Jul) 
not to be replaced at Prir 
level 

A. Coordination of Budget' 
Finance bills 

b. Policy on personal 
taxation, capital taxation 
and taxation of small 
firms. 
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B. Allocution of Manpower/Ardxuroes between different areas of work 	 Iieiccneibility Oeiltre 

(1) 19E15-66 
	 Cate 

(Li) Chsoges since V384-85 

Work on policy on vehicle excise duty will reduce compared with 1984/S5 as that was 
the subject of Ministerial interest last year folloving 	of the PAC 
report on evasion of the duty. The new estimate assumes that the future of 
VED does not have to be reconsidered in 1985/6. 

The estimate of work on the Budget and Finance Bill co-ordinaticri has been revised 
in the light of experience of the new arrangements introduced for the 1985 Budget. 

(iii) Changes expected in 1986,67 
compared with 1985-86 

It is difficult to ftqebee as thEpattern of work will depend on Ministerial 
priorities at the time, but, unless there is a significant chane in these, 
it is unlikely to change such between the two years. 

Area of work 

Providing an independent view on taxation matters 

Ensuring wider Treasury and economic interests 
are taken into account. (Overldpb with a.) 

Co-ordinating role eg on Budget briefing and 
Finance Bill 

Taking the lead in areas that overlap 
	

5 

Expenditure division work in respect of the 
Revenue departments 

Policy on Vehicle Excise Duty 
	

5 

101.4.1 
1 



Providing an independent view on taxation matters in particular in response to concern or requests by Treasury Ministers. 

Ensuring wider Treasury and econanic interests are taken into account. 

Providing a co-ordinating and advisory role for work on the Budget and Finance Bill. 

Taking the lead in areas that overlap, especially between Inland Revenue and Customs and Excise. 

Advising Trcay Ministers on the level of expenditure and manpower in the Revenue Departments; ccrtholling these totals within approved plans 
and targets; and encouraging the Revenue Departments to inprove their Inarogement and monitoring of resources. 

Administering policy on Vehicle Excise Duty. 

C. 	Ai. for 1966-87 
Responsibility strs 
Date 
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Progress on Priorities in current year Responsibility Cet, 

Date 

Priority objectives 
Progress so far, constraints, prospects in rest of 1985-86 

a. To advise Ministers on tax issues that concerr 
them, including possibilities for tax reform 

To advise Ministers on the preparation of 
the CTeen9ster on, Keform of Personal Taxation 

To advise Ministers on the interaction of tax 
and social security, including the poverty and 
unemployment traps 

To advise Ministers of the implications for 
the UK of the EC Comus;.;61's proposals for 
approximation of indirect taxes within the 
Community 

To monitor, and advise Ministers on the 
implications for the national taxation system of 
the review of local  authority taxation 

an6i9s5 
Following substantial reforms in 19844Budgets, scope for further progress is rather more limited, 
expect possibly on personal taxation (see (b) below) The issues which will arise in the 
remainder of 1985-86 will depend on Ministerial concerns in the preparation of the 1986 Budget. 

Complete draft of the Green Paper has been submitted to the Chancellor of the Exchequer. The aim 
is to publish it later this year. 

FP have been involved in the tax and poverty/unemployment trap aspects of the current reviews 
of social security. The main obstacles are political and cost. 

FP led an Interdepartmental Group which produced a Report for the Chancellor on the effects of 
harmonisation of indirect taxes. Now that the Commission's proposals have been published, 
albeit in general terms, we will be involved in briefing for meetings and participation in the 
further Commission studies which are envisaged, although such of the work will fall to 
COstoms and Excise. 

FP have been involved in studies of the distributional and other consequences of tax changes in 
this area, but the lead is with L.G. 
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D. (i) 	Progress on Priorities in current year (continued) 

Priority objectives 
Progress so far, constraints, prospects in rest or 1985-86 

To ensure that the necessary • decisions are 

taken before the Budget on Vehicle Excise Duty. 

Working closely with CU, to ensure that 

work on the Budget and Finance Bill is properly 
coordinated between the Treasury, Inland Revenue 

and Customs and Excise; that submissions and 

briefing on the main budgetary questions are 
brought before Ministers in good time and provide 

them with the information they need; that 

the publications are briefing on tax matters at 

Budget time are ready as required by Ministers; 

and that Budget security procedures are properly 

formulated and observed in the Treasury. 

To be responsible for the control of 

' expenditure and manpower in the Revenue Departments. 

This tax is mentioned separately because, unlike all the others, policy is the responsibility 
directly of the Treasury rather than of the Revenue Departments. 	Submissions will be put to Ministers 
in good time. 

This work follows a largely standard pattern, but we have sought to streamline aspects of the 
procedures. 	Reductions were sought last year in the number of Budget delegations meeting Ministers 
and in the briefing for such meetings. Although external pressures may limit the scope for reducing 
the number of delegations seen by Ministers, we shall continue to strive to keep the number as low 
as possible. 

FP's new role es Finance Bill co-ordinator worked smoothly. The Budget starters exercise for the 
1986 Budget has been started. 

The Revised Budget security procedures, which worked well, have been reviewed. The basic framework 

will remain unaltered, but revised instructions incorporating some minor changes will be issued in late 
autumn. 

Discussions are continuing with Departments in the context of this year's PES, and Estimates will need 
to be settled subsequently. 



411 III (ii) Priority objectives in 1986-81 	 Responsibility Cent 
Date 

                                  

                                  

                                  

                                  

                                  

                                  

Priority objectives 

                               

           

Comment/detail/progress expected in 1986-87 

             

                                  

                                  

                                  

                                  

See carment 

             

It is too soon to say. Mbdh will depend on the contents of the 1986 Budget and on What Ministers 
feel can be done subsequently. Generally Ministers may continue to attach inportarce to measures 
of tax reform, although progress may be harder to achieve the further we go into the life of this 
Parliccunt. Ministers are likely to continue to attach irrportance to bringing wider ecahomic 
and political considerations into tax policy, and to making adminislzation and collection of tax 
more efficient. 

                                  

                                  



This is the most important part of the Group's work. The Coven 	ii 	success in achieving tax reform will 
be reflected by the extent to which distortions are eliminated, the system is simplified or the tax base is 
widened. Considerable progress was made in all these directiorsin the 1984 and 1985 Budgets and FP advice 
may have helped to achieve this result. But there do not seem to be any useful performance measures in this 
area for the Group's work. This is both because achievement of the objectives is not quantified and because 
it depends mainly an what Ministers consider politically possible. 

The iiixjthness of the handling of Budget and Finance Bill coordination role - for instance, the time taken to 
deal with Budget repiebentations, timely prodUction of briefing and of publication of the Finance Bill, the 
extent to which the passage of the Finance Bill meets its timetable - could be said to be a measure of FP's 
perfca-mance in this area. But there are so many other factors on which good performance relies that it would 
be difficult to isolate FP's role. For example, the timeliness of decision taking, other pressures on 
Parliamentary Counsel's time, political factors, the need to rely on contributions from other Divisions and 
Departments can all affect the handling of the Budget and Finance Bill. 

The extent to which expenditure and manpower in the Revenue Departments is redUced or kept within targets 
can of course be measured. The difficulty about using such a measure in the assessment of Group performance 
is that Ministerial decisions in this area are not based solely on the criterion that Revenue Departments' 
manpower Should be kept to the minimum possible. There are political pressures to devote more resources to 
dealing with drqg smuggling, to anti-fraud work, and to services, such as provision of Customs facilities, 
whose costs could be recovered through foes. Some measures of tax reform, such as the introduction of 
independent taxation of married couples, nay increase manpower requirements. 

Tax reform 

BUdget and Finance Bill 
oo-crdinaticri 

Ccrrtrol af revenue 
Departmaita expenditzre 
aid manpamar 

FP deals with a heavy flow of correspondence immediately after the Budget (up to 20 cases a week). The speed 
of dealing with this correspondence would be a practical indicator of efficiency, albeit in a very small part 
of the Group's  cperaticns. 

U 	I e 

, III D. (iii) •porting information including performance measures 

Responsibility Centre 
Date 



R. 	Apons and Constraints 
	 • 

Responsibility Centre 
Date 

   

Effect of 5 per cent reduction in resources available  

It is not easy to specify the effects of such a small reeduction, which 

more true since so much of our work is providing a service to Ministers 

of activity are likely to be reflected in variations in the quality of 

It may be relevan: that we gave up an EC post in 1983-84 and have given 

would amount in our case to less than one person. This is all the 

in which there are few compulsory tasks. Variations in the level 

service, which will therefore tend to be impaired by staff reductions. 

up an Assistant Secretary post and a further EO post in 1985-86. 

:(ii) 	Effect of 5 per cent in resources available 

Again it is hard to specify the effects of such a small increase. But the argument set out under (i) is still true, and an increase in resources 

would tend to improve the quality of service to Ministers. FP's budget bid for 1985-86 seeks a casual CA for 7 months before and after the Budget. 
This would help to lessen delays in handling the peaks of correspondence, which arise in different parts of FP at different times. 
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1 
(iii) Constraints on past and future performance, changes in organisation of work etc  

The work of FP has a number of features which arepeculiarto it. 

First, there is, for that laige area of our work involved in giving independent advice to Ministers, no clear remit or area of responsibility. 
The foliftil responsibility in nearly all cases rests with the Revenue Departments. What we do depends on Ministers' changing interest and their 
relationship with these Departments. 

Secondly, the boundary with the two DeparbTents is uncertain and abject to occasional bouts of border warfare, but working relationships 
are generally reasonably good. 

Thirdly, the workload of the Group tends to vary over the lifetime of a Parliault, because major tax reforms are more likely to occur in the 
early years of the Parliament. 

Fourthly, the work of the Group is highly seasonal, because of the cenLlad inportance of the Budget. It is not unusual 
to find ourselves with not quite enough to do for half the year, and too much to do for the other half. 

All these features of our work seem however to be inescapable as long as Ministers want a separate source of advice on taxation matters in 
the Treasury, as they seem to do. 
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•

Reaponaibility Centre /c-,x, 	 • 
Date 

Espenes type Etna& 
in 

190446 

Agreed biii 
for 

190S-416 
.. 

Oarrent year 
Wood to 
30 Jane 

Bid far 
1906417 

,- r 

Bid ItiONS 
9tAf f Oarplement 

Eirtd 1C staff 
c..its 	Camels/Students 

2313600 

1500 

57400 

64002 

14350 

234188 

3670 

54396 Speciaasts 

Total 222300 297500 78352 292254 

Overtime 	 , 1545 1000 1025 2500 

Travel & 	Cvermeee N.A. 
Subsistence 

H3M8 860 1030 , 

rr Equipment etc 5242 38 , 	N.A. 

Ecrinicatc Research 
. 

N.A. 
. 

consultancies/Pees , 	N.A. 
r 

Cther (epscify) N.A. , 

Ibtal 229947 , 	298500 79415 295754 

Nom-lbil WM 
Entertainment 

, 
Emernal training 655 

Government Chr Service 154 76 

Receipts 
BC Travel . 	. 

Other A . 

Assistant Secretary post given up. 
1 Principal post will be retained on the complement but 
will be blocked by an HEO(D). HEO post, whien was 
blocked by an E0, will be replaced by an EO an comple-
ment. Personal Secretary post will be leplaced by 
Specialist Typist.. Casual CA for 7 %unlit, 

43% of ETs Division, plus 20% of Principal in AFA, both 
as agreed with the Groups concerned. 

Highly sensitive to timirg of claims for and payment of 
Budget period overtime. 



16 

15 

15.5 

1 

0.2 

lOclorS0 
2ooPnn 

Soo 
E.T.  

51-a ff 
e-sc k.):v.es 

1 

15 

15 

15 

15 

15 

1 

1 

20% 

143 
—E-f17 

Ste4f  

M.S0t,AAS 

151 

 

 

2. Staffing Profile and Bid 

a !Aar In Post 
Responsibility Centre: 

 

Date- 

 

Cam 1 rental 

Ca fa 
-.,... 

Ca ale 

) 

C rade 

5 

El ada 

6 
Pt In 

Scan 

MN 
fiat PSO 100 SSO ASO ASO 

HEO 

M) 

Sin 

/ ton 

Mist 

San 
Agit 

Stilt 

10 10 AS Ian 

Oast 

Aai t 

S tat 
CO CA Sal PS 1 yp Other total 

Casuals/ 
5 tusints 

- 
1 Vat I O*5 1 2 3 2 * 1 4 3 16 NK 
1 _AA y MS 1 2 3 2 L 4 3 16 

kt 	o 

Sot 11 tt 

NK 

b. Staff Complement 19S -66 

lamil me6 1 2 2 i 
3 4 

,- 

3 
III naval 1106 1 1 3 2 1*---__ 

4 2 1 
w romiamm  

N156 AA 

1 1.5 

- 

3 

L _ _ _ 

2.5 4 

_ 

i 
2.5 0.5 

o. Bid for liK16-07 by Quarter 

1 apt 1 I MO 1 1 
4 

1 AA IF  MI6 1 1 3 2 1 4 2 1 
1 Oct 11016 1 1 3 2 1' 4 2 1 
ow ill/ 1 1 3 2 1 4 2 1 
ii Put MI 1 

1 , 

2 
	

1 
1 

11* OWCOMOlt 

Sell/ 2 3 1 
4 1 

Plasm apactly vale 

Motes: 



Botakdown c Staf 03apIsmint by Divisil  • Pesponalbili ty One 	ir) 
Delta 

Date Division Ints1 
Grads 3 Weds 4 Onads S Grads 6 Prio 8R) MID HID( D) ND Kr OD CA WEI P6 Typist 

1st 

ppr II 

19E35 

- 

FP 1 

FP 2 

1 1 

1 

2 

1 

2 

1 

3 

1 

2 

1 

11 

5 

31st 

March 

1986 

FT 1 1 3 

_ 

2 1 4 2 1 15 



SECTION 4: 	 111 Responsibility C. Ft) 
Date 

I  ki  

(i) 	Reasons for changes in MiK or level of resources required in 1986-87 compared with 1985-86 
(refer to work programme where appropriate) 

An Assistant Secretary post and associated Personal Secretary has been given up, and the Principal post which dealt with budget and Finance 
Bill co-ordination, althougn retained on the complement is to be blocked by an HIM (D). These changes have been made in the light of our 
experience of the workload in 1985 and our expectaticns over the remainder of this Parliament. If our expectations prove to be wrong we 
shall need to .  ./etore a Principal to the Budget and Finance bill co-ordination post, or even bid for restoration of the Assistant 
Secretary post. In any event, the position should be reviewed at the start of the next Parlicuunt. We have bid for an allocated typist 
because the 2 PSs will have very little spare rapacity to do typing work for the Division - who regularly need urgent typing done 
to meet Ministerial and other deadlines. We have repeated our bid for a teTrporary CA inthepost —Budget period (April to June 
inclusive) on the indirect -..ax side as this was found very useful in helping to c1 with the post—Budget curnurldence and filing. We 
have also bid for terrporary CA in the pre-Budget period (December to March inclusive ) to help on the Budget co-ordination side to help 
handle the lare volume of Budget briefing which FP co-ordinates. 



S 	 • 
(ii) 	Developments for which there may be longer term resource requirements (ie beyond 1986-87) 

If Minislers in the next Parliament show a keen interest in tax reform it will probably be necessary to increase the complement of FP in 
order to provide them with adv- ce. 

(iii) General comments on patterns/history of resource use 

FP staffing depeqds on the volume of Nork on taxation; policy issues, which in turn depends on the political situation. From 18 staff in 

1983 when FP too( over expenditLre and manpower control of the revenue departments, we had brought the complement down to 16 On 1 April 1985, 
and giving up one of the Assistant Secretary posts has now brought it down to 15. 
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niPtouvi 	11 CC 

A. Orgenisetion Reiconsibility amts._ rm./ 
DI"  2 - 9 - 	Accounts 

Plansgar 
D L C P RETZ (3) 

I nds or Division (with grade) 
I 	 I 	 I 	 1 

M A HALL (5) 	 T F MATHEWS (6) 	 H G WALSH (5) 	 L WATTS (5) , 

Branch Reads with 	In are 	of 
R B SAUNDERS (P) MS H C GOODMAN (P) S N WOOD (P) P BINGHAM (6) 

-Building Society 
legislation 

-Registry of Friendly 
Societies 

-Credit Unions 
D W JONES (F) 

-National Savings Policy 
-IMS manpower & expenditure 
D B ANDREN (P) 

-Gi Its/monthly finding 
meetingp 

-Briefing on monetary 
develcrrents 

-Danestic financial markets 
-Operation of monetary 
policy 

S P HANNAH (EA) 

-Accounting for CF,NLF,EEA, 
EC: Swing on Exchequer 
balance 

-General election and 
European Assembly election 
expenses 

-Consolidated Ftrd payroll 
R DEVEREUX (S) 

respersibility in 1985436 

-Use of NLF 
-Provision of Gout interest 
rates for public sector 
users 

-LA creditworthiness 
-Currency/coinage develop- 

-Banking White Pdpel & Bill 
D BOARD 	(P) 
-Trustee Savings Banks -Analysis and fbrecasting of 

mcnthiy monetary develop- 
ments 

-Economic advice on 
operation of monetary 
policy and fUnding 

S RIDLINGTON (EA) 

-Forecasting and monitoring 
(XBR and development of 
techniques 

(Secondary legislation 
and flotation) 

-Banking system & casework 
-European Banking 
legislation 

-Bank of England 
-National Girotenk 
-City matters, including: 
Financial Services 
Legislation, Stock Exchange 

-Taxation of Financial 
Institutions 

-Conglomerate supervision 

ment; R Mint manpower and 
public expenditure; 
UK coinage contract. 

-Supply Division for NILO 
-Reporting CGBR results to 
Ministers 

4 

-Economic advice on building 
ccrieties and other 
financial institutions 

-National Saving 	eccncudc 
advice 

-Input into financial 
forecasting 

-General economic support 
to HF1 and HF2 

Public expenditure totals to 
whiCh 	 directed 

Fegistry of Friendly ,, 
Societies £4m (gross) 

DNS c151ill 
Coinage contract E2Cm 
NILO £1m (gross) 

No foilpublic expenditure Bank of England Cash Limit 
C83m. 	Secret Vote ESlin. 
Civil List £6m. Consolidated 
Fund misc 	StanciulzServices 

re-4Juibibilities but 
policies affect debt 
interest 

responsibilities 
(where appropriate) 

staff-in-pont including heads 
111 10 11 

m. 	POD £13n. 

31 
, 

of Division (1 July 1985) 

TotAl. Stsf f-in-post (1 3,11Y 1985) L 	64 =2- 
1 



Area of wick 

HF1 Banking etc 
Building Societies 
City matters 

HF2 National Savings policy 
Supply Division Control of DNS 
Supply Division of Mint and NILO 
NLF/PWLB policy and administration 
Supply of notes and coin 

HF3 Analysis and forecasting of monetary 
developments 

Briefing 
Advice on operation of monetary policy 
funding 

60 1 
35 1 
10  
105  

25 
25 
5 
35 
10 

100 

35 
30 

35 
100 

Accounts  
Payments from standing services on 
Consolidated Fund, and examining RPA claims. 

Forecasting and monitoring the CGBR, and 
operating on the CF, NLF, EEA and 
European Community Account, plus Civil List. 

45 

55 
100 

••lf 1•1 • 	• 	• 	• 
1. ALlocetice of Pkepower/IteeoLtraee between different areas of work 	 AmwamdbUdty Chot 	HF/ 

(1) t985-06 
	 Dits 2- - 	kmounts 

(n) Menges ewe 1984-05 

HF1 The Johnson Matthey Bankers episode has diverted considerable 
staff effort,from City matters in particular. The AS has spen 
— largely in consequence — a higher proportion of time on 
banking than expected. Our efforts to keep fully in touch wit 
the financial services bill and the cityltvolution have 
suffered in consequence. We have played a less constructive 
role in tax matters than we would have liked. The TSB Bill 
also proved troublesome and time—consuming. 

HF2 One Principal post vacant since April 1985, one CA post given 
up. 

Accounts Reduction of 1 HEO (manager of RPA work) and 1 CO on 
complement. 

(iii) Mengel expectei in 1986-87 
ocapored with 195416 

HF1 All work on TSBs will have ended, and work on the building 
societies, though heavy initially, should level out towards 
the end of the period. Hopefully the Johnson Matthey affair 
will have been resolved. But there will be increased 
activity on the Banking legislation from November to, say, 
May/June as it passes through the two Houses. Banking is 
likely to continue to dominate our efforts. But possibly 
City matters will benefit towards the end of the period at 
the expense of building societies. 

Accounts Reduction of 1 Statistician and 1 CO on staff in post. 
Provision may be inadequate if volume of NLF lending 
transactions increases. 



41J''' I j • 	C. 	Aim for 1986-97 411 
	

ReepoesiStit- Centro 
Date 	HF/Accounts 

HF1 1. See building societies bill through final stages. Implement secondary legislation. 

Prepare banking bill and see through main stages. 

Monitor financial services legislation, with a view to consistency with banking and building societies bills, and 
protection of Treasury interests. 

Co-operate with DTI and Bank in developing policies on co-ordination of supervision, including financial 
conglomerates. 

Co-operate with DTI in privatisation of National Girobank. 

Continue to build cloSvrlinks with financial institutions. 

Make a largercontribution to work on developments in taxation which affects financial institutions and markets. 

1-F2 1. Continue to obtain substantial funding from personal sector at minimum cost via National Savings. 

Continue to exert tight control over DNS manpower and expenditure, consistent with achievement of the National 
Savings target. 

Maintain efficient operation of NLF schemes, and look to change or improve them in response to monetary or other 
policy objectives. 

Ensure continued efficient and cost-effective provision of notes and coin by the Bank and Mint. 



S 	C. 	Aims for 19416-117 Iltntinued) 	 RespossjItie— Costa, 
Date HF/ .ounts 

Keep monetary conditions under appropriate control. 

Keep funding on track. 

Continue clarifying framework and public presentation of monetary policy. 

Improve techniques of monetary control including measures to reduce size of bill mountain. 

Improve monitoring and forecasting of monetary developments. 

Review debt selling techniques in context of new structure of gilt-edged market. Keep funding instruments under 
review to ensure funding needed for monetary control at minimum cost. 

Provide further advice to Treasury divisions on monetary policy implications of other policies. 

Accounts  

Obtain maximum efficiency and regularity in payments from, receipts to, and accounting for the Central Treasury 
Funds, taking into account NAO pre-audit requirement and (on payroll) the provisions of the Data Protection Act; and to 
guard the AO interest on the CF, NLF and EEA. 

Continue to prepare the CGBR forecast (for monitoring the PSBR and £143) required by the Bank daily to plan money 
market operations; and to improve on the forecasts. 

Complete efficiently and accurately to NAO's satisfaction the examination of claims for electoral expenses. 

Exercise the relevant manpower/expenditure controls over the cash limits for the Bank, PGO and, where appropriate, 
the Civil List. 

HF3 



40_16 Pesecw sdiJ.4 ecarcillyr/AccovvA 

/ - D. 	( i) Prorss on Pr,ot;k;es eu rev k ewe 

Priority objectives Petnre ss co4r, er-rkska:Ahr, prbsped.rs JA 're Sr Of 17 6 	Olo 

Passing into legislation of 
building societies bill and TSB bill. 

Passing into legislation of 
financial services bill and 
satisfactory establishment of new 
bodies under its provision. 

Privatisation of Girobank. 

TSB bill passed: Preparation of building societies bill on schedule for 
introduction in November. TSB bill took far more resources than expected 
because of parliamentary difficulties. 

Bill said to be on target for introduction early November. But it has 
proved impossible to keep fully abreast of it because of pressure on resources 
both here and at DTI. 

Decision in principle to privatise. Despite Treasury pressure, very slow 
progress by DTI. 

HF1 

4. 	Strengthen the banking 	 4. 	Publication of Review Committee report and statement in June 1985. Good 
supervision system. 	 progress on proposals for legislation. 



Priority objectives 

HF2 

To fix an appropriate funding 
target and then to achieve it. 

To obtain maximum efficiency in 
DNS use of manpower and spending. 

To run NLF lending operations in a 
manner consistent with the AO's 
statutory duties, and to develop 
facilities. 

To monitor local authority 
credit—worthiness. 

411 (i) Progress on Priorities in .111:nt year6...4.4,es9 Responsibillil Cr"Ntre 
Date 	HF4__ounts 

2-9 - 

Progreso ao far, constraints, prospects in rest of 1985-96 

Savings inflows are just on target following savings packages at end 1984-85. But 
subsequent loss of competitiveness indicates a shortfall which we will aim to 
restore later in the year if and when competitors' interest rates move. New 
indexed savings certificate developed and launched with fair success on 1 July. 
Further indexed instrument under development together with proposals to bring new 
gilt issues onto the NSSR. More fundamental review of savings instruments inhibite( 
by vacancy at Principal level. 

1985 PES in progress. Regular quarterly monitoring meetings with DNS Finance 
Director instituted. Little prospect of cuts in DNS budget; indeed DNS will bid 
for extra manpower (up to 138) to handle proposed new indexed income bond, but 
have accepted that cost must be borne within existing provision. Further ideas on 
contracting—out under consideration. 

Major review of NLF terms and facilities completed and implemented from lAugust 
resulting in significant reductions in variable/temporary interest rates and more 
flexible arrangements for premature repayment and refinancing; benefits monetary 
management and public sector borrowing costs. The NLF guide is being up—dated and 
will be reissued. Review of COBO to be completed before end-year, to determine 
whether new primary legislation is required to simplify and consolidate existing 
subordinate legislation. 

Credit—worthiness of rate—capped authorities and Liverpool continuously monitored 
in consultation with TSol, DOE, LG and PWLB, including responses to loan 
applications by Lambeth, Liverpool and Edinburgh (which were eventually withdrawn). 
Contingency planning for default by a local authority. 

sot/ 



S le— 	2 -I -es— 
40-1410 	 • Re Secrw f4012;/; c4;& etlowlettl 

D. (i) Progress on Priorities in current year (continued) 

Priority objectives Progress so far, constraints, prospects in rest or 1985-86 

To supervise the Mint's trading 
activities, manpower and performance, 
and PES controls over the Mint and Bank 
of England. 

Further development of tie 
coinage. 

Improved Mint Corporate Plan submitted, considered and approved by Ministers. 
Development of the OP currency forecast model continues, for which we have a 
requirement for a micro-computer (we are negotiating with DNS for the loan of a 
a micro). Bank capital expenditure responsibility passed to HF1 but classification 
problem remains with HF2. 

The Mint have shown a number of options to Ministers. We are keeping a watching 
brief on research commissioned from Nottingham University. 

HF3 

Review of funding. 

Reducing bill mountain. 

Review of CTD scheme. 

Decisions taken on level of funding of PSBR. Review of funding instruments has 
narrowed options down to two, on which further work is being done with the Bank. 

New arrangements for NLF and PWL8 lending brought in. Secondary legislation 
facilitating short-term corporate bond issues made effective. Work in progress 
on possible similar legislationoterling notes. Discussions taking Oace with 
Bank on alternatives to bills as means of providing money market assistance. 

Draft report prepared for discussion with Bank and Inland Revenue. Aim to submit 
to Ministers in Autumn. 

cywede4) 



          

  (it) Priority oJckies ;A Isit6—. 

    

Responsibility ' 'etre 
Date 	HF/A—ounts 
2-9-itS" 

                       

                       

  

Priority objectives 

     

c,4-/ete.4/ prbjress 4a"c1ecieck 	It— t 7 

     

                   

                           

                           

                           

   

HF1 

                      

  

1. 	Complete passage of building 
societies bill and ensure smooth 
coming into force. 

     

1. 	Should receive royal assent in summer of 1986 and come into force 1 January 
1987. 

  

2. 	Introduce banking legislation in 
November 1986 and get through main 
parliamentary stages. Strengthen 
system of banking supervision. 

   

Should have gone through House of Commons in 1986-87. 

   

  

Successfully privatise National 
Girobank. 

    

3. 	Not wholly in Treasury hands: depends on speed at which DTI and the Post 
Office move. 

  

4. 	Satisfactorily resolve outstanding 
problems involving Johnson Matthey 
Bankers. 

   

4. 	Ideally Bank will have sold off JMB/ and the various investigations and law— 
suits will have been resolved. But events are not within the Treasury's control. 

  

5. 	Secure UK interests in EC banking 
matters during UK presidency. 

   

5. 	HF1 wIll be supplying Chairman and representatives for Council Working Groups 
on Mortgage Credit Directive and banking recommendations. 

  

6. 	Try to ensure adequate arrangements 
for co—operation between financial 
supervisors and supervision of 
conglomerates. 

  

6. 	ProgrEss will depend to an extent on resources available. 

 

                           

                           

                           

                           

                           

                           



HF2 

As before, to fix an appropriate 
funding target for DNS and then to 
achieve it. 

To obtain maximum efficiency in 
DNS use of manpower and financial 
resources. 

To run NLF lending operations in 
a manner consistent wit, the AO's 
statutory duties, and to develop 
facilities. 

To monitor LA credlt-worthiness. 

To supervise the Mint's trading 
activities, performance and manpower, 
and PES controls over the Mint. 

Further development of the 
currency. 

1. 	Subject to the demands of other related policy objectives, we should like to 
fix a more demanding target so that personal savings make a greater contribution 
to funding. We shall need to satisfy ourselves that the mix and relative costs/ 
competitiveness of NS instruments is best fitted to the job. 

Increase in workload as NLF borrowers proceed to privatisation, and in 
monitoring effects of new variable rate scheme and refinancing opportunities. 
Development of flexible roll-over and indexed lending schemes (Finance Bill 
StaMees) and of PWLB temporary lending facility. 

Rate capping and illegal budgets may continue to require close monitoring 
and difficult judgements in liaison with DOE, PWLB, T Sol. 

Need to review Mint Corporate Plan if decision is not to proceed with further 
development of the coinage for next two years (see 6 below). 

' Need to seek decisions on whether to proceed with further development of the 
coinage this side of the next General Election. Need to bring improved coin 
demand forecast model into use, and to gain better insight into the Bank's 
forecasting methods for notes. 

40-1d 

• • 
D. (ii) Priority objectives in 1986-87 (continued) 

Priority objectives  Comment/detail/progress expected in 1986-87 
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D. (ii) Priority objectilms in 1986-87 (continued) 

Comment/detail/progress expected in 1986-87 Priority objectivee 

HF3 

Continue contributing to 
effective formulation, presentation 
and execution of Government's 
monetary policy. 

Adapt funding to new structure 
of gilt-edged market. 

Continue endeavours to improve 
monthly forecasting of monetary 
growth. 

Further improve model of 
building society financial flows 
and main Treasury financial model. 

Improve analytical techniques 
for examining costs of funding, 
and adjust policy advice accordingly 
as required. 

2. 	New market structure should be in operation by mid 1986-87. Will entail some 
changes in authorities' relationship with market-makers. Should allow experiment 
with auctions of gilts. 



D. (iii)4Ikupporting information including perilkmance measures • 
Responsibility Attre 
Date 	HF/Accounts 

2-9 -es 

HF1 	Meeting Parliamentary timetableS. 

HF2 	DNS funding target: achieving an adequate monthly striking rate. 

1-TF3 	Growth of monetary aggregates and development of monetary conditions. 

Accounts 

Accounting on main funds: To keep a record of all NAO enquiries, and their satisfactory resolution. 

A weekly return (drawn from the computer) will show for each working day the difference between forecast and 
outturn on Exchequer balance. Items which cannot be forecast (or are agreed by the Bank as not to be forecast) 
will be shown separately, leaving a balance where the accuracy of the forecast can be measured. The target will 
be to reduce the difference between forecast and outturn from the current 30% in the range 4. £.125m (viewed against 
daily exchequer turnover of around £1bn). The indicator will also be used to compare the success rate of the 
adjustments, given 3 times a day to the Bank, with outturn and over tome_ 

A new reporting system (1 July 1985) will show monthly figures on a constituency basis of RPA claims being 
processed by HEO, 2 E0s and 2 COs. 

PGO and Bank expenditure: Test against baseline provision. 

Mv 
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	 • 	• 
D. (ii) Priority objectives in 1986-87 (continuod) 

Priority objectives Comment/detail/progress expected in 1986-87 

ACCOUNTS 

Continuation of efficient day 
to day operation of central Treasury 
accounts. 

Forecasting CGBR. 

RPA payments. 

Manpower/expenditure control 
on PGO and Bank. 

Research several areas where forecast is weak eg National Insurance Fund 
and EC payments. 

Improve the rate of clearance of election claims to at least 400 
constituencies, so that we are better placed to deal with outstanding claims 
when next General Election is called. 

To hold provision at existing PES levels. To pursue completion of PGO 
work on FMI. 



40 •• in 

11.41

• 	. 
k Options and Constraints • Responsibit 'entre 

Date Hr/Accounts 
2 -9 - 

(1) 	Effect or 5 per cent reduction in resources available  

HF1 We would lose the capability to do some of our tasks. The legislative work takes absolute priority except for 
one-off cases (like JMB). This means that our work on the financial services bill or/(possibly)and briefing 
on city matters would probably have to go. 

HF2 Monitoring the effect of the NLF reforms which will add to the workload in HF2 could not be undertaken but should 
be containable within existing resources. The additional workload will be greater in Accounts Division. 

HF3 Would reduce clerical support with consequential cost of having to push extra burdens up the hierarchy. 

ACCOUNTS 

A 5% reduction equals a cut of 1 P or SEO, or 2 junior staff. Cut at the higher level would unacceptably damage the 
forecasting/monitoring of CGBR, with a cost far in excess of savings to be made. Cuts elsewhere means late, or 
inaccurate accounts, or slower payments/receipts, again risking sums in excess of savings. If payroll payments are 
wrong, Ministers likely to be severely embarrassed. Intolerable for Treasury Accounts to be adversely criticised, 
when Treasury the guardian of financial propriety. Present complement does not allow for prolonged absences when 
account taken, especially on payroll activities and main NLF/CF functions, of inexorable daily, weekly and end month 
deadlines. 
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.. 	• 
Ill,  Options and Constraints 

- 

  

• 
Responsibt 'entre 

Date HF/Accounts 2q 

                       

                       

                       

                       

 

(lb 	Effect or 5 per cent increase in rescurces available  

HF1 Depends on the form it took. There is already a bid in for extra secretarial help. This is essential and would 
ease pressures and speed up output. We could use more legal advice (but not on Treasury's budget). We would improve 
our coverage of City matters, and of the role of the banks and building societies, deepening our knowledge of banking 
and individual banks. 

   

HF2 Any extra resources would be devoted to policy development work on National Savings funding. 

   

   

1-TF3 Could usefully give much more attention to the implementation of policy relating to debt instruments of 
different types in order better to analyse results. 

 

   

ACCOUNTS 

                  

   

No extra bid made; extra staff may be required if NLF lending takes off (or public sector exchange cover), or for a 
General Election. It would be desirable but not essential to have 1 extra CO to improve throughput of RPA claims. 

                       



.1%0 	Ins 

0 • 	• 

(iii) Constraints on past and future performance, changes in organisation of work etc  

HF1 The fact that we have two major bills on the go means that the third principal has an extremely broad remit. 
However good he is, he will find it difficult to cover adequately if work on Johnson Matthey Bank does not diminish. 

The division is heavily worked, but not yet overworked. But we are tightly stretched and another prolonged major 
case like JMB would have to prompt a request for more resources. 

We have good working relationships with Bank supervisors and the Registry. But bottlenecks and staff shortages 
in the Registry can make co—operation frustrating. 

We have tried to step up Treasury attendance at relevant EC meetings on banking matters but this is difficult 
when the pressure of work is so heavy. HF3 could take on more of the work arising from the OECD Committee on 
Financial Markets. 

We hope the increase in typing resources we have bid for will be approved. This will help enormously. 

It is extremely frustrating and inefficient not to be provided with a substitute PS when the AS's secretary 
is away. 

HF2 Responsibility for Bank of England capital expenditure has been transferred to HF1 but the residUal problem of 
PES classification remains (it should be resolved before the start of 1986-87). 

The Principal vacancy has been a constraint, particularly on NS development work. Lack of typing support has also 
been a constraint which could be eased either by an additional allocated typist in the Group or by a full—time PS 
in HF2. 

t's'  •• 	o-vexte 
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(iii) Constraints on past and future performance, changes in organisation of vork etc (67.1,'Avect) 

HF3 

Typing resources now improved by dedicated HF mini-pool, but still not adequate although the second (agency) 
typist is improving. Only one of the two typists can at present use the Xerox 630 and HF have bid for a third 
typist. Absence of a WP in the division is a major constraint on the rapid and accurate preparation of 
reports including tables and graphs. 

Ten weeks without an Assistant Secretary in HF3 puts additional,burden on Under Secretary and supporting staff, 
amsences and means PS is frequently taken out by superintendents to cover for 	were over a far longer period than would 

be the case if the AS were simply away on leave. 

HF3 accommodation is not satisfactory. The room shared by the HEO(D), EO and CA is particularly cramped. We 
hope for moves en bloc and no more than 2 to a room. 

A second Reuters screen, in addition to that used by the Principal is needed for the AS and was bid for last year. 

The terminal supplied for Mr Blower's use has been most helpful. 

Accounts 

The Division is in a state of flux, with a large turnover of staff (1 AS, 1 statistician, 2 SE0s, 3 HE0s, 4/5 E0s and 
5 COs, 1 PS, 1 Typist already, or about to take place). That may well be the result of "hoarding" which has gone on 
in the past; but the Division is losing in some cases very experienced people, so performance may suffer until new 
staff learn their jobs. 



ceyn/P-tejc 
1. Mot BIA Par Padnistrative 11spo1itxtee 

I5--4 type limed 
In 

1904-415 

Weed bid 
far 

1905-06 

Correct year 
eiplind to 
30 Ansa 

Rid for 
190640 

, 
Rid loom 

831,000 

7,800 

5200,  

219,113 

1,507 

1,300 

(1) 
905,968 

5,500 

5,915 

StaffOomplament 
ikleiC staff 
omsta 	Cmma1eye9tudente 

Specialists 

TNAL1 
810.877 844000 221,920 

fl) 
917,383 

Overtime 4
'
459 10400 762 (IT- 

4,357 

Travel 6 	Orierease 
ateistence 

2,806 967 5,747 

time 2/172 726 4,411 

rr lEguipmnt etc 
i 52027, 53,600 317  

37 

litancmic Remearch 

Cormultincieernee 294 
, 

Other (scomfy) 

MNAL1 87E3,110 908p00 224,692 C144),644 

lime-bid DM= 
244 , 145 Entertairment 

baanmil training 3/C43 302 

Government Cler Service 194 19 

RKM41011 
FrTnelmd 223 

, 

144 1,680 

Othoma 3,389 4,000 

• IWP:ellbilltr °Nitre  HF/Accounts 

eft. 2 - - g 

littes 

Assumes HF mini-pool is staffed by 3 
allocated Treasury typists. 

Overtime for Mr Peretz' PS, Mr Hall's 
PS, Mr Grinlinton, Mr Blower and the 
BM Economic Assistant. 

Includes HF2 bids for
_ . 

an IBM Personal Computer. 
Also, a contingency bid for a Micro-
Computer (for HF2) should it slip into 
1986-87. 



1 3 2 2 6 1 8 2 1 
Ceroleisent 

ISP6-67 1 4 1 1 661/2  41/2  16 13 

• 

3 * Mr Mathews secretary works 3 	 i ,days a week ie s 	rather than 1/2  

Coo I emitted 

Cr ade 
Date 

Cr ode 

3 

Grade 

4  .. 

trade 

6 
Pr in tcm 

Ado 
Sir PSO SE0 SSC KO KO 40 

an 

Sin 
Icon 
/tut 

Soy 
*Tit 
ft  it 

CO SO AT tem 

ad tt 

Ant 
Stat 

CO CA SP S PS ryer 
I 

Or 
DP 

Teti] 

1 'mil 1965 1 3 2 7 2 2 2 g 1 2 14 18 2 1 3% 2 
i 

711/2   
1 Aoly 196S 1 3 2 5 2 1 2 8 1 1 13 1 17 1 1 31/2  2 641/2  

NK 

Casuals/ 
Students 

• 

NK 

b. Staff Complement 1905-813 

I fail im 1 3 2 6 2 2 2 8 . 1 . 2 13 17 
P Nall, 1996 1 :-:, 2 6 2 1 2 8 1 2 13 16 
ow. king agent 

NM 4* 1 2 2 5 21.2 2 8 1 2 13 164-1_ 

c. Bid for 1%5-81 by quarter 

- 
1 tont ISO 1 3 2 6 2 1 2 8 ] 1 13 1 16 1 41/2  4 
1 Ady los 1 3 2 6 2 1 2 8 1 1 13 1 16 1 41/2  4 
, Oct 1083 1 3 2 6 2 1 2 8 1 1 13 1 16 1 41/ 2  4 
I Jan 'OAT 1 3 2 6 2 1 2 8 1 1 13 1 16 1 41/2  4 
11 Aor Mr 1 3 2 6 2 1 2 8 1 1 13 1 16 1 41/ 2  4 

1 661/2  

1 661/2  

661/2  

661/2  

1 
66

1/2  

1 

1 

15%T 

Responsibility Centre: HF/Accounts 

2. 
a. Staff in Post 

• 
2. Staffing Profile and Bid 

- Plasm verify wade 

Motes: 

1 1 31/2  3 671/2  1 

1 1 31/2  3 6511/2  1 

1 1 3 2  3 66 1.3 (1 %PR 



• 
3. BrielLAT*PA of staff Cbuiplemet by Division 	 ibfflty 	.LW HF/Accoun 

tta Divisien 

' 

aTIWW 3 GradW 4 IITtWW 5 Glide 6 Prim SW MO WO) ED /IT CD Ch SPS PS Typist 

let 

AM11  

1965 

1-F1 

HF2 

HF3 

ACCOUNTS 

1 1 

1 

1 

1 

1 

3 

2 

1 

2 

2 

2 

4 

1 

1 

2 

1 

9 

3 

2 

1 

/I 

. 

1 

1 1 

0.5 

1 

1 

0.5 

0.5 

1 

1 

(a) 4 
z(b) 

, 

13.5 

10 

12 

32 

31st, 

Mmrch 

19E6 

HF1 

HF 2 

HF3 

ACCOUNTS 

1 1 

1 

1 

1 

1 

3 

2 

1 

2 

2 

2 

4 

1 

1 

2 

1 

9 

3 

2 

1 

10 

1 

2 

0.5 

1 

1 

1.  

1 

1 

1 

4(a) 

130 

14 

10.5 

12 

2 x Economic Adviser 

2 x Senior Economic Assistant 

2 x Statistician 

1 x Statistician 



SECTION 4: 	 Responsibility CenLre HF/ 
Date 2-- 5- 	Accounts 

• 
------ 

(i) 	Reasons for changes in MiK or level of resources required in 1986-87 compared with 1985-86 
(refer to work programme where appropriate) 

HF Group 

Budget for HF1, 2 and 3 assumes EOG agreement to additional typing resources. It further assumes that these are met by 
allocated Treasury personnel whose costs would fall on HF/Accounts budget. 

HF1 

Notwithstanding the increase (in 1985-86) in HF1 staff resources, staffing is still pretty tight. It may be necessary to bid 
for one further addition if this is necessary to ensure that legislative work is completed on schedule. 

FF3 
The budget for -4F3 also includes provision for an IBM Personal Computer which would improve security, speed and flexibility 
in dealing with ad-hoc requests and the regular monthly forecasts. 

Accounts Division  

Accounts Division is on course to complete the transition to its agreed complement of 30 by 1 October 1985, saving 1 
Statistician, 1 Principal, 1 HEO and 2 COs from staff in post at 1 April 1984. Division's equipment costs are substantially 
down on 1985-86 budget. No marked change is forecast in stationery, printing or reprographic costs. 
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(ii) 	Developments for which there may be longer term resource requirements (ie beyond 1986-87) 

Accounts Division 

Nothing firm is forecast pending: 

discussion with NAO on the provision of "high level form of Exchequer Accounts". 

experience of take-up of NLF borrowing by public sector bodies following facility/rate changes. 

(iii) General comments on patterns/history of resource use 

Accounts Divisicn 

Resources are now reduced to a minimum level consistent with satisfactory performance of duties; if the risk at (ii)(b) 
above matures, Accounts will be inadequately staffed, and this could cause extra resource requirements before 1987-88. 

No major equipment need is likely before 1990, when the BCL computer (for CF pay/salaries) will need to be replaced. 

%RV 



Note  

MR DEVEREUX in Accounts 

Division reports to Miss 

Peirson on monitoring, 

analysis and monthly 

forecasting of CGBR. 

4 	 4i 
tVlAiA -Q-;2!=FrlYN'Tlii ;  CCP.'" 

A. Orvordattion 

• 
AmpmmdltlIty Cintre 

pits 9.9.85 

Miss M E e irson 

Heed, ot Division (lith grads) 
Miss M E Peirson (G. 5) 

Bran& Heeds with in areas cif 
reararaibuity in M5-86 

• 

PUblic mwpenditure totals to 
whiCh responsibilities directed 
(where appropriate) 

A G I WEBB 

Briefing on monthly 

outturn of PSBR and 

3 month forecasts. 

Short term (annual) 

forecasts of central 

government finance. 

Debt interest 

forecasts (short and 

medium-term). 

International 

comparisons of public 

sector finance. 

B SFDPOWELL 

Forecasts of public 

sector finances (income 

& exp. excl debt interest) 

Supporting analysis, 

research and development. 

iii) Monitoring and 

assessment of forecast 
errors 

Staff-inint irc lulling heads 
at Ceivialan. ( 1 ally 1985 ) 

	
12. 

Ttral Staff-in-cost (1 ally 19435) 	
12. 



• 
(1) 19E6-416 

tate af Ictk 

E4  Auccaticri of terfoggarrnalaarces  betnreem diffirent areas of work 	 Amoperaihtlity Cbans 
Date 9.9.85 

second half of 

(a) amps since/1984-85 
a9e 

65 

17 

4 

7 

7 

More time now spent by Branch B on local authorities and public corporations. 

Also, compared with last year's forecast of time spent by A/S during second 

half of 1984-85 on various activities, A/S actually spent much less time on (i) 
and much more on (ii). 

(iii) Chomps empectied in 1986-087 
anwpwiwri with T985416 

Nothing significant. 

Briefing Qn monthly outturn of PSBR and 3 month 

forecasts, and associated work on monthly profiles etc. 

Medium-term forecasts of public sector finance and 

associated development work 	  

o/w central govt exp & bo-rowing 

(excl debt int) 
	

20 

taxes 	 5 

debt interest 
	

15 

local authorities 	 10 

nationalised industries 	 15 

Short-term forecasts of central government 

funds and accounts 	  

Contributions to (and brieing for) Autumn 

Statement, PSBR, PQs, TCSC, international organisations 

Staff Management 	  



S 	• 	• 	• 
C • 	Ai= for 1986-87 	

Responsibility Centre 
Date 9.9.85 

The aims are similar to those for 7985-86:- 

To provide Ministers and senior officials with forecasts of the PSBR and its components, both annual and monthly, as part of the regular 
Internal Treasury economic forecasts and of the forecasts which appear in the FSBR and Autumn Statement, and as 
regutar monthly guidance on the likely short-term path of the PSBR both in itself and as an influence on the money supply. 

To provide Ministers and senior officials and press office with briefing on these forecasts, and how they relate to outturn, both 

regularly and in response to ad hoc requests. To provide answers as necessary to Select Committees, individual MPs PQs, questions from 
the general public, etc. To draft Part 6 of the FSBR and other parts of the FSBR and the Autumn Statement. 

To carry out supporting assessment, analysis and research, including continuing to develop better methods of forecasting, particularly on: 
1 

"funds and accounts" approach to forecasting public sector finances 

nationalised industries 

debt interest 

indirect tax equations. 

Much of this work will be consolidation or continuation of work begun in 1984-85 and 1985-86. See also D(ii). 



• 
D. (i) 	Progress on Priorities in current year 	

Responsibility Centre 
Date 9.9.85 

Priority objectives 
Progress so far, constraints, prospects in rest of 1985-86 

Even greater automation of monthly PSBR note, achieved by inclusion of computer-produced high-quality 
graphs. PCBR monthly forecasting accuracy improved, reflecting better (but still far from perfect) 
outturn data and close liaison with PE division. 

As expected. Scope of detail in published 1985 Autumn Statement forecast likely to be reduced, but will 
not affect requirements for internal forecasting. 

Proposals to develop a "funds and accounts" model of central government expenditure have been agreed. 

Good progress on specifying the model has been made and programming is nearly finished. 

It should be operational in the course of 1985-86. Extension to local authorities and public corporations 
will take longer. 

PEAU are developing models of individual public corporations. It has been decided not to duplicate 

their work. Progress in PEAU has, however, been slow. CSO are now putting more effort into reconciling 

the various nationalised industry data, and when this has borne fruit it may be possible to estimate 

simple econometric models of each individual industry. 

Good progress. Model now in operational use. 

Work is in progress on developing the local authority sector on the Treasury model. And considerable 

progress has been made, following the taking-over of the coordinating role from GEP3, in building a 

framework within which to forecast the local authority sector. 

Much work completed and used in 1984-85. System now undergoing overhaul. 

Accounts Division have achieved a valuable improvement in National Insurance Fund data. First 

conclusions on PGO data were pessimistic, but possibilities are still being pursued. 

Provision of monthly briefing for Ministers 

on PSBR outturn and monthly profiles, including 
for monetary f*ecasts. 

• 

Preparation of 3 internal and 2 published 

forecasts of the PSBR and its determinants. 

To develop a public sector model in 

"funds and accounts" form. 

• 

To develop a disaggregated model of the 

public corporations sector. 

To complete the conversion and development 

of the public sector debt interest model. . 

To develop further the modelling of local 

authorities' current and capital. 

accounts. 

To computerise PSF contributions to 
Autumn Statement and FSBR. 

To improve outturn information on funds 

and accounts basis, particularly from PGO. 
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FINANCE BILL 1986 
COMMITTEE 

Schedule 18 

Amendment Page Line 

* 273 174 35 
* 274 174 37 
* 275 175 36 

• 276 182 31 
277 182 38 
278 200 38 

co1.3 4 
* 279 200 

co1.3 121 

Mr John MacGregor 	 (Norfolk S - Con) 

1-73 

nated under section 31(1) below and which, during the period beginning with the date 
be '  or 	of the transfer and ending with the death of the transferor,— 

has been disposed of by sale by private treaty to a body mentioned in 
purpose. ate. 	Schedule 3 to this Act or has been disposed of to such a body otherwise than 

by sale. or 
has been disposed of in pursuance of section 230 below." 

5E. In section 30 (conditionally exempt transfers) after subsection (3) then shall be 
Inserted the following subsections— 

"(3A) The provisions of this section shall be disregarded in determining under 
section 3A above whether a transfer of value is a potentially exempt transfer. 

No claim may be made under subsection (1) above with respect to a poten-
tially exempt transfer until the transferor has died. 

Subsection (I) above shall not apply to a potentially exempt transfer to the 
extent that the value transferred by it is attributable to property which has been 
disposed of by sale during the period beginning with the date of the transfer and end-
ing with the death of the transferor." 

5C—(1) In section 31 (designation and undertakinp) after subsection (1) there shall be 
inserted the following subsection— 

"(IA) Where the transfer of value in relation to which the claim for designation 
is made is a potentially exempt transfer which (apart from 'anon 30 above) has 
proved to be a chargeable transfer, the question whether any property is appropriate 
for designation under this section shall be determined by reference to circumstances 
existing after the death of the transferor." 

(2) After subsection (4F) of that section there shall be inserted the following subsection—
'(4G) In a case where— 

(o) the transfer of value in question is a potentially exempt transfer which (apart 
from section 30 above) has proved to be a chargeable transfer and 

(b) at the time of the transferor's death an undertaking by such a perw-in as is 
mentioned is su.tiou 3(k1gb) above given under paragraph 3(3) of Schedule 
4 to this Act or under section 147 of the Capital Grains Tax Act 1979 is in 
force with respect to any properly to which the value transferred by the trans-
fer is attributable, 

that undertaking shall be treated for the purposes of this Chapter as an undertaking 
given Under &eel irm 10 above." 

51). In section 32 (chargeable events) in subsection (1) after the words "after the trans-
fer" there shall be inserted "(or if the transfer was a potentially exempt transfer, after the 
death of the transferor)". 

5E. In section 32A (associated properties) in subsection (2) after the words "after  the 
transfer" there shall be inserted "(or if the transfer was a potentially exempt transfer, 
after the death of the transferor)":. 

Schedule 111. page 174. line 35. at end insert— 
'SA. After section 26 there shall be inserted the following section 

"rowan&HS 	26A. A potentially exempt transfer which would (apart from this section) have 
eletnpt 	proved to be a chargeable transfer shall be an exempt treaties to the extent that the 
made, of 	value transferred by it is attributable to property which has been or could be desig- 



W 	 BOARD OF INLAND REVENUE 

2711_ 
Schedule 111, page 174. line 37. leave on from ' transfers) ' to end of line 42 and insert—

' in subsection (IXb)— 
in sub-paragraph (i) for the words "under the second Table in Schedule 1 to this 

Act" there shall be substituted 'in accordance with section 7(2) above"; and 	- 
in sub-paragraph (ii) for the words "under the appropriate Table" there shall be 

substituted "in accordance with the appropriate provision of section 7 above". 
(2) For subsection (2) of that section there shall be substituted the following subsea-

6011S- 
(2) For the purposes of subsection (IX/Ail) above the appropriate provision of 

section 7 above is — 
if the conditionally exempt transfer by the relevant person was made on death 

(but the property was not treated as forming part of his estate immediately 
before his death only by virtue of section 81(3) of It Finance Act 1986). sub-
section (1) of section 7; and 

in any other case, subsection (2) of section 7. 
(2A) The rate or rates of tax determined under subsection (I XbXi) above in !aspect 

of any chargeable event shall not be affected by the death of the relevant person 
after that event.". 

(3) In subsection (7) of that section at the beginning there shall be inserted the words 
" Subject to subsection (8) below". 

(4) After that subsection there shall be added the following subsection— 
"(8) Where after a conditionally exempt transfer of any property there is a poten- 

tially exempt transfer the value transferred by which is wholly or partly attributable 
to that property and either — 

the potentially exempt transfer is a chargeable event with respect to the 
property, or 

after the potentially exempt transfer, but before the death of the person 
who is the transferor in relation to the potentially exempt transfer, a charge-
able event occurs with respect to the property. 

the tax charged in accordance with this section by reference to that chargeable 
event shall be allowed as a credit against any tax which may become chargeable, by 
reason of the potentially exempt transfer proving to be a chargeable transfer, on so 
much of the value transferred by that transfer as is attributable to the property; and 
subsection (7) above shall not apply with respect to any tax so becoming charge-
able ".'. 

1.15 
Schedule 16, page 175. line 36, at end Insert— 

'12A_—(l) In section 78 (conditionally exempt occasions) in subsection (4) for the 
words from "and the appropriate Table" to the end there shall be substituted "and 
the appropriate provision of section 7 for the purposes of section 33(I)(b)(ii) is. if the 
settlement was created on his death. subsection (I) and, if not, subsection (2)." 

(2) In subsection (5) of that section. in the substituted sub-paragraph (ii) for section 
33(1Xto), for the words "under the appropriate Table" there shall be substituted "In 
accordance with the appropriate provision of section 7 above."' 

1-77(0 Schedule 18. page 112, line 31. at end insert- 
30A.-4l) In Schedule 4 (maintenance funds for historic buildings etc.) in paragraph 

14 (rate of charge) in sub-paragraphs (I) to (3). for the words "under the appropriate 
Table ". wherever occuring. there shall be substituted "in accordance with the appropriate 
provision of section 7 of this Act". 

After sub-paragraph (1) of that paragraph there shall be Inserted the following 
sub-paragraph— 

"(IA) The rate or rates of tax determined under sub-paragraph (1) above in re-
spect of any occasion shall not be affected by the death of the settlor after that 
occasion." 

in sub-paragraph (6) of that paragraph for the woods "tea years" there shall be 
substituted seven yearn". 

For sub-paragraph (9) of that paragraph there shall be substituted the following 
sub-paragraph— 

(9) For the purposes of sub-paragraph (I) above the appropriate provision of 
section 7 of this Act is subsection (2), and for the purposes of sub-paragraphs (2) 
and (3) above it is (if the settlement was made on death) subsection (1) and (if 600 
subsection (2).".'. 
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2.77 
Schedule 18, page 1112, line 38, at end insert- 

31A. Where tax is chargeable under section 32 or section 32A of the 1984 Act by 
reason of • chargeable event occurring on or after 18th March 1986 and the rate or rates 
at which it is charged fall to be determined under the provisions of section 33(1X6)(ii) of 
the 1984 Act by reference to a death which occurred before that date, those provinces 
shall apply (subject to paragraph 5 of Schedule 2 to that Act) as if the amendments 
of section 7 of, and Schedule I to. that Act contained in Part 1 of this Schedule bad 
been in force at the time of the death. 

3IB. Where tax is chargeable under paragraph 8 of Schedule 4 to the 1984 Act on 
any occasion on or after 18th March 1986 and the rate at which it is charged falls to be 
determined under paragraph 14 of that Schedule by reference to • death which occurred 
before that date, that paragraph shall apply (subject to paragraph 6 of Schedule 2 to 
the 1984 Act) as if the amendments of section 7 of, and Schedule 1 to. the 1984 Act 
=attained in Part I of this Schedule had been in force at the time of the death.'. 

173 

Schedule 21, page 200. column 3. leave out lines 4 to 10. 

279 
Schedule 21, page Mt line 21. column 3. after 'Schedule 2'. insert— 

in paragraphs 2 and 4. the 
words "the first of". in para-
graph 3 the words the second 

PURPOSE OF THE AMENDMENTS 

Government Amendments  

These amendments adapt the CTT rules about 
heritage property to the Inheritance Tax, 
so that they mesh in with the provisions 
on potentially exempt transfers (PETs) and 
the reduction of the cumulation period to 
seven years. The amendments provide that 
conditional exemption will be available for 
PETs that prove to be chargeable on the donor's 
death if the property has not been sold 
meanwhile; modify the rules for calculating 
clawback charges; and make consequential 
technical alterations. 

Amendment No. 273 inserts new paragraphs 
5A to 5E into Schedule 18. 

Paragraph 5A  inserts a new Section 26A 
into the CTT Act. The Section provides that 
a PET that would otherwise become chargeable 
on the death of Lhe Lidnsferor will be an 
exempt transfer if the property has meanwhile 
been given or sold by private treaty to one 
of the heritage bodies listed in Schedule 
3 to the Act or if it has been accepted in 
satisfaction of tax. This avoids the need 
for a conditional exemption claim when a 
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PET proves to be a chargeable transfer if 
the property has already passed to a heritage 
body. 

Paragraph 5B  inserts new subsections 
into Section 30. Subsection (3A) provides 
that a lifetime transfer can still be a PET, 
notwithstanding Section 30. Subsection (3B)  
provides that conditional exemption cannot 
be claimed in respect of a PET unless and 
until it becomes chargeable as a result of 
the transferor's death. Subsection (3C)  
bans a conditional exemption claim if the 
property is sold between the time of the 
PET and the death of the transferor. 

Paragraph 5C  inserts new subsections 
into Section 31. Subsection (1A) provides 
that the title to conditional exemption in 
respect of a PET will be determined by 
reference to circumstances existing after 
the death of the transferor - that is, at 
the time of the claim. Subsection (4G) ensures 
that if a suitable undertaking has already 
been given for the property before the 
transferor's death, in connection with an 
associated Maintenance Fund or a Capital 
Gains Tax exemption claim, and is still in 
force, it will cover the conditional exemption 
claim on the PET. 

Paragraphs 5D and 5E  adapt Sections 
32 and 32A to PET cases so that a chargeable 
event(that is, an event which ends conditional 
exemption) can only occur after the death 
that attracts conditional exemption. 

Amendment No 274 amends and extends 
paragraph 6 of Schedule 18. It makes changes 
in Section 33, which contains rules for 
calculating the tax payable on a chargeable 
event. 

Subparagraph (1) and the first part 
of subparagraph (2) amend subsections (1) 
and (2) of Section 33 to preserve their 

2. 
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existing effect of charging half of the death 
tax rate if the relevant conditionally 
exempt transfer was made in life and the 
full rate if it was made on death. The words 
in brackets in subsection (2)(a) exclude 
the use of the death rate when a transfer 
made in life was a gift with reservation 
that would have been chargeable under Section 
81(3) if conditional exemption had not been 
given. 

The second part of subparagraph (2)  
inserts a new subsection (2A). This provides 
that when the rate of tax for a chargeable 
event has been determined under Section 
33(1)(b)(i), with the relevant person's earlier 
PETs left out of his cumulation, the rate 
will not be revised should those PETs prove 
to be chargeable transfers on the donor's 
subsequent death. Nor will the tax be 
increased to death rates if the donor dies 
within seven years after the chargeable event. 

Subparagraphs (3) and (4)  insert a new 
subsection (8) into Section 33. This is 
complementary to subsection (7), which is 
the credit rule that prevents a double charge 
when after a conditionally exempt transfer 
there is a chargeable transfer and either 
that itself is also a chargeable event or 
a chargeable event occurs thereafter. 
Subsection (8) provides that, when after 
a conditionally exempt transfer a subsequent 
PET is a chargeable event (because undertakings 
are not renewed), the chargeable event tax 
will be credited against any tax due because 
the PET later proves to be a chargeable 
transfer. 

Amendment No 275  makes technical 
amendments to Section 78, reflecting the 
adoption of a single rate table while 
preserving the existing effect of the Section. 

Amendment No 276  inserts a new Paragraph 
30A into Schedule 18. This makes technical 
changes to Paragraph 14 of Schedule 4, which 
contains rules relating to the consequent 
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tax charge on maintenance fund capital which 
can arise when this capital is withdrawn 
for non-heritage purposes and in certain 
other circumstances. 

Sub-Paragraph (1)  makes technical 
amendments reflecting the adoption of a single 
rate table. They preserve the existing effect 
of the provisions. 

Sub-Paragraph (2)  provides that where 
the rate of tax for property leaving a 
maintenance fund during the settlor's lifetime 
has been determined with his earlier PETs 
left out of his cumulation, the rate will 
not be revised should those PETs prove to 
be chargeable on his subsequent death. Nor 
will the tax be increased to death rates 
if the settlor dies within seven years of 
the property leaving the fund. 

Sub-Paragraph (3)  reduces the period 
mentioned in paragraph 14(6) of Schedule 
4 from ten to seven years - that is, there 
will be seven-year cumulation of earlier 
charges instead of the present ten-year 
cumulation. 

Sub-Paragraph (4)  makes technical 
amendments to paragraph 14(9), reflecting 
the adoption of a single rate table. They 
preserve the existing effect of the provision. 

Amendment No 277 inserts, new Paragraphs 
31A and 31B into Schedule 18. These provide 
that when a heritage chargeable event or 
a charge on property leaving a maintenance 
fund occurs on or after 18 March 1986 and 
the rate of tax falls to be determined by 
reference to a death before 18 March, the 
rate will be calculated as if the amendments 
of Section 7 had been in force at the time 
of the death. 

Amendments Nos 278 and 279  make 
consequential amendments to the repeals 
Schedule. 
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PART II SPEAKING NOTES - NOT FOR CIRCULATION 

These amendments affect the parts of 
the CTT Act which deal with conditional 
exemption for property of heritage quality 
and exemption for maintenance funds that 
support heritage property. These exemptions 
are of great value in preserving historic 
houses and works of art and making them 
available to the public. In altering them 
to fit in with the new inheritance tax we 
have tried to leave the structure of the 
existing regime intact, so far as that is 
possible, and we have been able to offer 
one or two modest extra measures of relief 
along the way. 

The central amendment (No.273) concerns 
conditional exemption for potentially exempt 
transfers - which we are all learning to 
call PETs. The amendments make it clear 
that if a PET proves to be a chargeable 
transfer because the donor dies within seven 
years of making it, a conditional exemption 
claim can be made at the time of the death 
- though not before. We think that is proper. 
The death triggers the charge, and therefore 
the right to claim. The decision on the 
claim will be made by reference to 
circumstances at the time it is made rather 
than those at the time of the original gift. 

We have included two special provisions 
about events between the time of the gift 
and the time of the claim. One applies if 
the property has been given or sold by private 
treaty to a national heritage body, or has 
reached such a body under the arrangements 
for property to be offered in satisfaction 
of tax, between the date of the PET and the 
time a conditional exemption claim could 
be made. In these circumstances a conditional 
exemption claim would be a mere formality, 
and we propose to cut out the red tape by 
giving automatic outright exemption to the 
PET. 

The other special provision applies 
when the donee sells the property, otherwise 
than by private treaty to a heritage body, 



BOARD OF INLAND REVENUE 

between the date of the PET and the date 
of the donor's death. A sale of heritage 
property involves a tax charge to claw back 
the benefit of conditional exemption. It 
would not be sensible to give conditional 
exemption for a PET if a clawback charge 
had already been triggered. A gift by the 
donee will not have this effect. If the 
donee of heritage property gives it away 
between the PET and the death, a conditional 
exemption claim can still be made if the 
new owner is prepared to give the necessary 
undertaking. 

There will be some cases where property 
given away by a PET is already subject to 
a heritage undertaking because it has been 
given the corresponding Capital Gains Tax 
relief, or because a maintenance fund has 
been set up to support it. Provision is 
made for these undertakings to be applied 
in connection with the claim on the PET, 
so that they will not have to be duplicated 
- another useful cutting of red tape. 

I turn now to the extra measures of 
relief I mentioned. They affect the way 
clawback changes are to be calculated. When 

property ceases to qualify for the special 
reliefs given for heritage property and 
maintenance funds that support heritage 
property a tax charge has to be paid. Thc 
rules are complicated, but they often involve 
looking back to the donor's cumulated lifetime 
giving. We have two easements to propose. 

The first easement concerns the treatment 
of PETs. When a donor's cumulation is 
calculated while he is alive, his PETs are 
of course left out of account. If his 
subsequent death makes any of those PETs 
chargeable, the normal inheritance tax rules 
require previous cumulation calculations 
to be revised to bring them into account, 
and additional tax may be payable in 
consequence. We propose that these rules 
should not apply to heritage clawback charges. 
The amendments ensure that once a clawback 
charge has been calculated with the donor's 
PETs left out of account, it will not be 
revised because the PETs later prove to be 
chargeable. 

6. 
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The second easement affects clawback 
charges that involve looking at the cumulation 
of a donor who died before 18 March this 
year. When the donor of conditionally exempt 
property has died before the clawback charge 
is due, the clawback tax is calculated as 
if the value of the property had been the 
highest part of his death estate. If we 
left this rule alone, a post-budget clawback 
linked to a pre-budget death would reflect 
the old CTT rules that cumulated all lifetime 
gifts in the preceding ten years. We propose 
that in these cases the clawback should be 
calculated as if the new inheritance tax 
rules, with seven year cumulation, had been 
in force when the donor died. 

We also propose to allow the benefit 
of a reduced period in certain cases where 
maintenance fund clawbacks now depend on 
whether there has been a previous such charge 
in the preceding ten years. This ten year 
period will be reduced to seven years. 

Finally, there are some technical 
amendments to ensure that the heritage reliefs 
will mesh properly with the main inheritance 
tax rules. 

DEFENSIVE NOTES  

Why are "supportive" undertakings given in 
connection with conditional exemption of  
associated properties not mentioned in the  
new subsection Sc.  

A supportive undertaking is given under 
Section 30 and there is no need to deem it 
to have been given under that Section. Confirm 
that an undertaking previously given in 
connection with a claim for conditional 
exemption of associated property, and still 
current, will normally be acceptable in 
connection with a claim for conditional 
exemption in respect of the focal property. 

NOTE FOR MINISTERS: Conditional exemption 
can be claimed for property ancillary to 
heritage property itself - land essential 

NOTE FOR 
MINISTERS: 

PLEASE QUOTE 
VERBATIM 



BOARD OF INLAND REVENUE 

for the protection of the character and 
amenities of, and objects historically 
associated with, an outstanding building. 
In a case involving essential amenity land 
where exemption is claimed for the land alone 
-for example because the focal heritage 
property has not yet come into the tax net 
- undertakings have to be given for both 
building and land. The undertaking on the 
focal property is then "supportive" of the 
primary undertaking. The statement above 
confirms that such an undertaking will not 
need to be duplicated when the focal property 
itself comes up for conditional exemption. 

[NOT FOR USE.  The technicalities of this 
have not been finally resolved. The statement 
suggested is meant to allow administrative 
discretion to be exercised in the taxpayer's 
favour should there be any doubt.] 

Why no other concessions for the heritage  
this year?  

29. 	Considerable assistance has been given 
to the Heritage in recent years. Ministers 
have carefully considered the representations 
made by the representative bodies but have 
not felt able to do more this year. We hope 
they will see the proposed easements of the 
clawback charges as going a little way to 
meet their views on the rigour of those 
charges. 

/BACKGROUND NOTE 
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BACKGROUND NOTE 

The capital transfer tax code contains 
a number of special and complex rules designed 
to encourage the preservation and retention 
in this country of property of national 
heritage quality. Successive Governments 
have accepted that this is best achieved 
by ensuring that property of this kind remains 
in private hands - where it can be looked 
after more cheaply and more efficiently 
than by the State. The quid pro quo is 
that owners have to allow public access 
to the property and keep it up. The principal 
provisions are the conditional exemption 
and the rules relating to maintenance funds. 

Conditional exemption  

Exemption is available in relation 
to transfers in life or on death of various 
categories of qualifying property - works  
of art etc of national, artistic, historic 
or scientific interest, land of outstanding 
historic, scenic or scientific interest 
and buildings of outstanding historic or 
architectural interest together with land 
essential for the protection of the character 
and amenities of such buildings and with 
the historically associated objects. The 
exemption is available for property held 
absolutely and in trust. The provision 
is known as "conditional exemption" because 
the exemption is conditional on undertakings 
being given (usually by the owner) to maintain 
the property, to preserve its character 
and to provide reasonable public access 
to it. 

Clawback charges  

The exemption is lost, and there is 
a chargeable event (known colloquially as 
a clawback charge) in relation to the 
property, on breach of the undertakings 
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or on sale (other than by private treaty 
to certain national institutions concerned 
with the preservation of the national heritage 
- eg the national museums and galleries 
and the National Trust - and local authorities 
and universities). Where the property next 
changes hands by lifetime gift or on death, 
the exemption can run on if fresh undertakings 
are given. 

Where a clawback charge is triggered, 
tax is charged on sale proceeds (or market 
value at the date of charge) at a rate derived 
from the circumstances of the last person 
who made a conditionally exempt transfer, 
or any other person who made a conditionally 
exempt transfer of the property in the thirty 
years before the chargeable event whom the 
Board of Inland Revenue may select - known 
as "the relevant person". If the latter 
is still alive, the taxable sum is charged 
as if it were a gift at the time of the 
chargeable event. If the "relevant person" 
is dead the taxable sum is taxed as the 
top slice of the death estate. 

Heritage maintenance funds  

A heritage maintenance fund is a form 
of discretionary trust set up on terms which 
provide that any income from the trust 
property must be applied for specific heritage 
purposes only - usually for the maintenance, 
repair or preservation of an outstanding 
building or outstanding land. The trust 
capital cannot be withdrawn for a minimum 
six-year period unless it is used for heritage 
purposes. 

If the Board are satisfied that the 
property to be maintained is of appropriate 
heritage quality, that the maintenance fund 
deed complies with the requirements set 
out above (and meets certain other technical 
conditions) and that the amount of the 
proposed endowment is appropriate, the fund 
enjoys various capital transfer tax reliefs. 
The transfer of the endowment property into 
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the fund is tax-free while capital 
distributions out of it which are applied 
for qualifying heritage purposes are exempt 
from the proportionate charge to tax which 
normally falls on discretionary trust 
distributions. The fund is also exempt 
from the ten-yearly charge which falls on 
discretionary trusts generally. It may 
also be treated favourably for income tax 
purposes. 

If after 6 or more years in the fund, 
capital is withdrawn for non-heritage purposes 
there may be an exit charge depending on 
who the recipient is - if it is the settlor 
or his wife there would not normally be 
a charge but there would if, for example, 
the capital was distributed ,to the settlor's 
children. Likewise a charge may arise if 
the heritage property supported by the fund 
loses its heritage status or if undertakings 
given in respect of it are breached or if 
the terms of the maintenance fund are not 
observed. The rate of tax charged can vary. 
Depending on thP circumstances, it may be 
a fiat rate which tapers over time or a 
rate determined by reference to the CTT 
position of the settlor on the usual 
cumulative basis. 

Discussions with the lobby 

Revenue officials met representatives 
of the heritage lobby - Historic Houses 
Association, English Heritage and the Joint 
Committee (representing the Georgian Group, 
the Victorian Society and the Society for 
the Protection of Ancient Buildings and 
several other preservation bodies) - on 
8 May to discuss the implications for the 
heritage of the IHT proposals. They expressed 
concern that some heritage owners may no 
longer choose to rely in future on Lhe special 
heritage reliefs and may instead make lifetime 
transfers to their heirs in the expectation 
of surviving 7 years. This could result 
in problems in particular cases if the donor's 
expectation is not realised. But no major 
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points of potential difficulty arose during 
the 	course 	of 	the 	discussions. 
Confidentiality precluded detailed discussion 
of the precise terms of the official 
amendments but, judging from the tone of 
the meeting, there is no reason to suppose 
that any of the intended changes will be 
controversial. 

The Easements (paragraphs 23 to 25 above)  

38. The easements proposed go further than 
the lobby initially expected consequential 
changes to go. They depart from technical 
purity but Ministers decided they should 
be given as a gesture to the lobby, who 
think the existing clawback provisions are 
too harsh. 


