10 DOWNING STREET

THE PRIME MINISTER 2 November 1982
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I am concerned to learn that after underspending on capital
substantially in 1981/82 local authorities show every sign of doing
the same in 1982/83 because they are making little use of their
capital receipts. As local authorities have some £1% billion of
capital receipts, the scope for additional investment is very

considerable indeed.

I recently met the Group of Eight, the body which represents
all sides and parts of the construction industry, and they drew
particular attention to the way in which local authority (and
nationalised industry) capital investment is falling below the

Government's public expenditure provision.

The Government maintains its firm policy of restraint of public
expenditure as a whole. Within that, there is scope for some shift

from current to capital spending. In the Government's view this is

highly desirable. That is why local authorities have been enabled,

and indeed encouraged, to increase their capital expenditure by

using capital receipts to supplement their capital allocations.

I recognise that authorities are still developing their
expertise in operating the capital allocation system and that there
are difficulties in planning forward programmes when it is not
possible for us to give firm indications of future levels of
provision. Long lead times and the need to provide for the revenue
consequences of higher capital spending are also significant
factors. The fact remains, however, that some authorities made
full use of both their allocations and their receipts last year
and there is clearly no insuperable difficulty to others doing

likewise. I feel sure you will agree that much investment is

/needed to




” needed to plan for future economic recovery, and that the present

time, when the construction industry has spare capacity is the

moment to be making provision for those future needs.

Michael Heseltine has just announced that in view of this
year's underspend extra allocations will be available to authorities
which can achieve local additional investment before the end of
the year. We believe that there is much which can be done if
local authorities, the construction industry and central government

work together to minimise delays.
I would ask you, therefore, to urge your members to do all

they can to respond to the Government's offer and increase worthwhile

investment in the present financial year.

Conncillor-wJ R, Horrelly T. D, & B, 15
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2 MARSHAM STREET
LONDON SWIP 3EB

My ref:

Your ref:

1 November 1982

I enclose a revised version of the draft
letter for the Prime Minister to send to
Councillor Sir Jack Smart and others. This
has been revised to take into account the
announcement made by my Secretary of State
last week,

I am copying this to John Gieve (Chief
Secretary's Office) ,
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{
Pnle UK

D A EDMONDS
Private Secretary

Michael Scholar Esq
No 10




DRAFT LETTER FROM THE PRIME MINISTER TO CLLR SIR JACK SMART CBE

I am concerned to leam that after underspending on capital substantially
in 1981/2 local authorities show every sign of doing the same in 1982/3
because they are making little use of their capital receipts. As

local authorities have some £1l% billion of capital receipts, the

scope for additional investment is very considerable indeed.

I recently met the Group of Eight, the body which represents all sides
and parts of the construction industry, and they drew particular
attention to the way in which local authority (and/nationalised
industry) capital investment is falling below the/Government's public

expenditure provision.

The Government maintains its firm policy of restraint of public
expenditure as a whole. Within that, there/is scope for some shift
from current to capital spending. 1In the /Government's view this is
highly desirable. That is why local authorities have been enabled,
and indeed encouraged, to increase their capital expenditure by using

capital receipts to supplement their capital allocations.

I recognise that authorities are still developing their expertise in
operating the capital allocation system and that there are difficulties
in planning forward programmes’when it is not possible for us to give
firm indications of future leVels of provision. Long lead times and

the need to provide for thg revenue consequences of higher capital

spending are also significant factors. The fact remains, however,

that some authorities made full use of both their allocations and
their receipts last yeér and there is clearly no insuperable difficulty
to others doing likeWwise. I feel sure you will agree that much
investment is neegéd to plan for future economic recovery, and that

the present timg, when the construction industry has spare capacity

is the moment gb be making provision for those future needs.

Michael Heseltine has just announced that in view of this year's under-
spend extra 'allocations will be available to authorities which can
achieve local additional investment before the end of the year. We
believe that there is much which can be done if local authorities, the
construction industry and central government work together to minimise

delays.

I would ask you, therefore, to urge your members to do all they can to
respond to the Government's offer and increase worthwhile investment in

the present financial year,




Treasury Chambers, Parliament Street, SWIP 3AG

Michael Scholar Esq
10 Downing Street
London SW1A 2AL 25 October 1982

PRIME MINISTER'S MEETING WITH THE GROUP OF EIGHT

Your letter of 15 October to David Edmonds asked for a draft
letter for the Prime Minister to send to nationalised industry
chairmen following her meeting with the Group of Eight. In our
view the most suitable way to do this would be to write to

Norman Payne, the present Chairman of the Ngtionalised Industries'
Chairmen's Group. I attach a draft which has been cleared with
sponsor departments.

I have seen a copy of David Edmonds' letter to you of 20 October
attaching a draft for the PM to send to the local authority
associations. We are generally content with the draft, however
we would suggest the following slight amendment to the second
paragraph: =

"The Government maintains its firm policy of restraint of

public expenditure as a whole. Within that, there is

scope for some shift from current to capital spending. i$ Mjha
In the Government's view this weuld-be /desirable. For -
that reason local authorities have been enabled, and indeed
encouraged, to increase their capital expenditure by using
capital receipts to supplement their capital allocations."

I am copying this letter to the Private Secretaries of other
members of E(NI).
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JOHN GIEVE
PRIVATE SECRETARY
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ME Norman Payne
Nationalised Industries' Chairmen's Group
Hobart BHouse
Grosvenor Place
IONDON

SW1X 7AE
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I[met the Group of Eight,recentiy to hear their—views on the
present state of the UK construebion—industry: They were <« pris )LJ
perticultarly concerned” about shortfall on nationalised industries’

planned capital expenditure, and I suggested they should approach

nationalised industries direct to persuade them of the need to

spend their capital allocations. | abp WW he ﬁw»r ot | wretd
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2. As you will know the investment plans put forward by the
nationalised industries for V1982-83 and approved were 26 per cent
higher in cash terms than the ‘estimated outturn achieved in
1981-82. This large increase has received a great deal of
public attention. I recognise that events outside industries'
direct control might cause investmeht plans to be revised
downwards during the course of the yéé; but I hope that every
step is taken to ensure that this only‘ﬁgppens after careful
consideration. Where reductions in expeﬁ&}ture are needed to
ensure that an industry stays within its Egggrnal Financing Limit,
I would hope that profitable investment is oﬁly reduced as a
last resort. g\

A\
\

3. The importance of maintaining investment progf@mmes wherever
possible has been brought to sponsor Ministers' attthion. I would

\
be grateful if you would let your fellow Chairmen know my views.







Royal Institute of British Architects 66 Portland Place London W1N 4AD ‘& 01-580 5533

From the President's Office 25 October

OL/CAN

The Rt Hon. Margaret Thatcher, MP,
No 10 Downing Street,
London SW1.

L)_Lcu-x.-’ p‘”%u& M‘ WAL v‘)““ J

I am writing on behalf of the Group of Eight to thank you for seeing
us on Friday 15 October 1982.

We have noted John Stanley's statement about housing underspend in
answer to Nicholas Lyell's Parliamentary Question on 19 October. We
will do all we can to make use of the information he revealed.

The whole industry will draw encouragement from the news that you are
yourself considering writing to the local authority associations.

Meanwhile with my colleagues in the Group I will this week be
discussing how further to advance the joint consideration of the
issues on which you gave us a hearing and will propose to them that
we seek an early meeting with the Chancellor.
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Chrawn ndan.

OWEN LUDER

President (V\/(




Treasury Chambers, Parliament Street, SWIP 3AG

Dr Jonathan Spencer
Prinecipal Private Secretary to the

Secretary of State

Department of Industry

Ashdown House

123 Victoria Asteet

London SW1E 6RB 22 October 1982
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PRIME MINISTER'S MEETING WITH GROUP OF EIGHT

Michael Scholar's letter of 15 October, to David Edmonds asked for

a draft letter for the Prime Minister to send to nationalised
industry Chairmen following her meeting with the Group of Eight.

In our view the most suitable way to do this would be to write

to Norman Payne, the present Chairman of the Nationalised Industries'
Chairmen's Group. I attach a draft which I plan to send to the

Prime Minister's office on Monday subject to any comments you or
others may have.

I am sending copies to Michael Scholar for information and to the
Private Secretaries of other members of E(NI) and David Edmonds.

Voos  Stacenl

s
Jf‘-bltn'
JOHN GIEVE

Private Secretary




LET"PER
M2_ Norman Fayne
Nationalised Industries' Chairmen's Group
Hobart Bouse '
Grosvenor Place

LONDON
SWIX 7AE

I met the Group of Eight recently to hear their views on the
present state of the UK construction industry. They were
particularly concerned about shortfall on nationalised industries'
planned capital expenditure, and I suggested they .should approach
nationalised industries direct to persuade them of the need to

spend their capital allocations.

2. As you will know the investment plans put forward by the

nationalised industries for 1982-83 and approved were 26 per cent

higher in cash terms than the estimated outturn achieved in

1981-82. This large increase has received a great deal of

public attention. I recognise that events outside industries'
direct control might cause investment plans to be revised
downwards during the course of the year but I hope that every

step is taken to ensure that this only happens after careful
consideration. Where reductions in expenditure are needed to
ensure that an industry stays within its External Financing Limit,
I would hope that profitable investment is only reduced as a

last resort.

3. The importance of maintaining investment programmes wherever
possible has been brought to sponsor Ministers' attention. I would

be grateful if you would let your fellow Chairmen know my views.
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Z MARSHAM STREET
LONDON SWI1P 3EB

01-212 3434

My ref:

Your ref:

SO0ctober 1982
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PRIME MINISTER'S MEETING WITH THE GROUP OF EIGHT

Thank you for your letter of 15 QgtOber. I attach a draft letter
which the Prime Minister might like to consider sending to the
leaders of the local authority associations. I also attach a list
of the names and addresses of the 5 people to whom the letters
should be addressed.

I am copying this to John Gieve, Treasury, and to the Private
Secretaries to the members of E(NI).
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D A EDMONDS

Private Secretary

Michael Scholar Esq
PS/Prime Minister
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DR%?& LETTER FROM THE PRIME MINISTER TO THE LEADERS OF THE LOCAL

THORITY ASSOCIATIONS

reunlv

bast—week I)met the members—uf the Group of Eight, the body which
represents éll sides and parts of the construction industry. The
Group drew particular attention to the way in which local authority
and nationalised industry capital investment is falling below the
Government's public expenditure provision.I told the Group that
I would write to local authority associations, and to the national-

ised industries, setting out the Government's views.

The Government is_very conc ed to reverse the trend in recent

years which has seen local authority capital investment f iing

steadily. It is not. égsy for the Government to prOV1dé for increased
public borrOW1ng for capital investment given the géntlnulng need

for public expendlture restraint. However, we beve enabled local
authorltles/{e increase their overall capital/ expendlture by allowing .
them to supplement their capital allocations by the use of capital ¢HWd“d

receipgs,

I have therefore been concerned to learn that after underspending
on capital substantially in 1981/2 ldcal authorities siow every sign
of doing the same in 1982/3 because they are making little use of
their capital receipts. As local authofities have some £1% billion
of capital receipts, the scope for addltlohal investment is very
considerable indeed. \

\

\
I recognise that authorities are still develOping their expertise

in operating the capital allocation system and thet there are
difficulties in planning forward programmes when 1& is not possible
for us to give firm indications of future levels of RIOVISlon

Long lead times and the need to provide for the revenue consequences
of higher capital spending are also significant factors. The fact
remains, however, that some authorities made full use of-both their
allocations and their receipts last year and there is cleégly no
insuperable difficulty to others doing like_wise. 1 feel éhre you
will agree that much investment is needed to plan for future%economic
recovery, and that the present time, when the construction industry
has spare capacity is the moment to be making provision for thdse
future needs. I would ask you, therefore, to urge your members

to do all they can to increase worthwhile capital investment in

the present financial year.




ADDRESSES OF ASSOCIATION CHAIRMEN

Couiicillor Sir Jack Smart CBE JP
Association of Metropolitan Authorities
35 0ld Queen Street

LONDON SWl

Councillor J R Horrell TD DL
Association of County Councils
Eaton House

66a Eaton Square

LONDON SWl

Councillor I S McCullum
Association of District Councils
S Buckingham Gate

LCNDON SW1

Councillor P S Bowness CBE
London Boroughs Association
Taberner House

Park Lane

CROYDON CRS 3JS8

Councillor Illtyd Harrington JP

Greater London Council
The County Hall
LONDON SE1
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From the Private Secretary 15 October 1982

Prime Minister's Meeting with the
Group of Eight

The Prime Minister met the Group of Eight, to hear
their views about the condition of the construction industry,
this morning. Mr. John Stanley, Minister for Housing and
Construction, Department of the Environment, was also present.
I attach a copy of Tim Flesher's record of this meeting.

You will see that the Prime Minister undertook to write
to the Local Authority Association and to nationalised industries,
to underline the need that they should spend within their total
expenditure ceilings, the whole of their capital allocations.

I would be grateful if you and John Gieve, to whom I am
copying this letter, could let me have draft letters for the
Prime Minister to send, by Friday 22 October.

I am also copying this letter to the Private Secretaries
to other members of E(NI) and to John Henry (Office of the
Minister for Housing and Construction, DOE).

David Edmonds Esq
Department of the Environment.




