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Summary

10 June 1998

Note by Officials provides useful background information but is of limited operational
value. No further work is warranted. Expenditure priorities and resource decisions are
best taken in the CSR process.

Detaii

My Secretary of State shares the concerns expressed by the Chief Secretary in
Paul Williams’ letter of 8 June about the DOP(98)5. She has had fundamental
reservations from the start about a process which limits itself to measuring how we are
doing against the objective of a Government Department, rather than of the
Government itself.

The Note by Officials on Government Activity Overseas is useful in so far as it draws
together material across Departments. It demonstrates clearly just how intertwined is
domestic and overseas activity. Above all it shows that associated expenditure needs
to be judged by the contribution it makes to the Government'’s overall objectives.

However the value of the exercise is limited by the methodology, and in particular by the
artificial attribution of activity and expenditure to the FCO’s objectives. As my Secretary
of State said in her letter of 22 April to the Prime Minister, this cannot capture the
richness, variety and impact of our development objectives or the broader contribution
we make to the Government'’s objectives.

DFID expenditure is shown as almost exclusively attributed to objective 3, improving the
quality of life. But as the International Development White Paper and our own
Statement of Purpose make clear we can only approach our objective by contributing
for example to sound economic policies, development of efficient and well-regulated
markets, good governance and the realisation of human rights, the prevention and
resolution of conflicts, as well as improving education, health and opportunities for
people and enhancing the protection and management of the environment. To reduce
all this to quality of life disguises the impact of our work.

\ The Note does not examine how effectively




The Note does not examine how effectively resources are used. Each Department has
examined thoroughly in the CSR process the extent to which its expenditure contributes
to Government'’s objectives, is efficient and is used well actually to produce results. Of
key importance in the CSR is the focus on outputs rather than inputs. The input-based
analysis in the Note, especially as it reflects previous patterns of expenditure under
commitments made by the previous administration, is of some general interest but
unhelpful in determining future priorities. My Secretary of State therefore believes that
further work by officials to improve the methodology and data through the limited prism
of the FCO's objectives would be of little value. We obviously must maintain the overall
perspective and she hopes we can reach firm conclusions in the CSR as soon as
possible.

| am copying this letter to Private Secretaries to Members of DOP and PX and to
Jan Polley (Cabinet Office).

O™ @A

f

Anthony Smithm\

Private Secretary
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DOP(98)5: GOVERNMENT ACTIVITY OVERSEAS

The Defence Secretary was interested to read the Note by Officials on this subject, /\DS
having supported Robin Cook's proposal for a Cabinet Office-led Government-wide
exercise.

The exercise has evidently not been easy, but it has in Mr Robertson's view been
worthwhile. As Annexes A and B recognise, much activity, not all of it taking place
overseas, is relevant to several objectives at once. Mr Robertson agrees with the
Chief Secretary (Paul Williams' letter of 8 June) that this makes the distinction
between overseas and domestic activity somewhat artificial. Like most
Departments we attempted to attribute MOD expenditure according to this
distinction, but since all our expenditure is related to the security of the United
Kingdom, we coulid equally have made a case for excluding all of it, as the Treasury
have done with their own expenditure. This problem of demarcation makes it
difficult to draw firm conclusions from any attempt to attribute expenditure to
specific objectives, but it does underline the extent to which overseas and domestic
aims and activities overlap and reinforce one another.

It has become clear in the Strategic Defence Review that defence expenditure funds
activities which support a large range of wider Government objectives overseas.
Our ability to use our Armed Forces in this way depends, of course, not only on the
expenditure actually incurred overseas but also on the investment made in creating
and maintaining the capabilities which can be used for these and other purposes.

In view of the difficult issues of definition and methodology which have emerged in
the course of this work, the Defence Secretary doubts that it can usefully be taken
any further at this stage. But it will provide useful background for the remainder of
the CSR process.

| am sending a copy of this letter to private secretaries of members of DOP and PX,
Anthony Smith (DfID) and Jan Polley.

X Su v
(T C McKANE)
Private Secretary

J Holmes Esg CMG
10 Downing Street

oo o dRY
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DOP (98)S: GOVERNMENT ACTIVITY OVERSEAS

Summary

General welcome for the officials’ work on refining the figures in the paper attached to
the Foreign Secretary’s munute of 8 April, and clarifying the limitations of the exercise
Some further reservattons on the methodology. Agreement that there 1s little that can

be drawn from such analysis

Detail
2 The Cluef Secretary has secn DOP (98) 5 He is grateful for the further work

which officials have done, and appreciates the effort which has gone into compiling the
new figures for Annex A.

18 JUN 1998 15:86 HM Treasury PAGE. B2
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3 The paper spells out very clearly the inherent difficulties of the exercise and the

reasons why Annex A is indicative only As the paper says, there is a ms-match
between the financial years in which the figures were collected and the date of the
objectives to which they have been attributed, and the figures do not reflect current
allocations The paper does not attempt to describe what 1s aclueved from these inputs,
nor how efficiently or effectively they are deployed, nor the actual outputs that they

dehiver

4  The paper explams the fundamental difficulty about attributing expenditure
mcurred 1 support of-one department’s objectives to another’s Tlus 1s illustrated by
the continung exclusion of much of the defence budget Practically all defence
spending, wherever 1t takes place, contributes to the security of the UK and
mternational peace and security It 1s meaungless to distinguish, for example, between

forces based in the UK and in Germany for this purpose

S The Chief Secretary thinks we should also recognise that the exercise excludes
other forms of government activity which do not have a direct public expenditure cost
but which none the less represent a financial commitment The paper footnotes
ECGD’s total contingent ltabilities of £35 billion It might also have mentioned our
substantial holdings n the International Monetary Fund and other multilateral
mstitutions, for example, or the support we have recently given to the international
financial system by our loan guarantee to South Korea It 1s not only by public

expenditure that the government achieves its objectives, either at home and abroad

18 JUN 1998 15:86 HM Treasury PAGE. @3
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6. The Clief Secretary welcomes the paper’s analysis of the difficulties mn
distinguishing between overseas and domestic activity in the way attempted He agrees
that not only is the categorisation difficult but also, since departments now, through
modem comnunications, in many areas have a choice between whether to achieve their
own objectives through activity in the UK or abroad, it has very little real meanmng The
Treasury, for example, would find it unpossible to distinguish m this way between what

1t does to promote growth

7  Consequently, although Annex C 1s an interesting list of areas where more could
be done, any DOP consideration of opportunities and prionities should be aganst a
background of each departments’ overall objectives and priorities at home and the
contribution which new areas proposed for activity could make towards the

aclhievement of those objectives within the new departmental totals set by the CSR

8 I am copyng this letter to Tom Scholar, to other private secretaries of members
of DOP and PX, Anthony Smith (DfID) and Jan Polley

Yo @ “

PAUL WILLIAMS
Assistant Private Secretary

18 JUN 1998 15:87 HM Treasury PARGE. 84
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DOP (98)S: GOVERNMENT ACTIVITY OVERSEAS

Summary

General welcome for the officials’ work on refining the figures in the paper attached to
the Foreign Secretary’s minute of 8 April, and clarifying the limitations of the exercise.
Some further reservations on the methodology. Agreement that there is little that can

be drawn from such analysis.

Detail

2. The Chief Secretary has seen DOP (98) 5. He is grateful for the further work
which officials have done, and appreciates the effort which has gone into compiling the
new figures for Annex A.

@S JUN 1998 @39:308 B171 278 5456 PAGE.Q1
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3. The paper spells out very clearly the inherent difficulties of the exercise and the
reasons why Annex A is indicative only. As the paper says, there 1s a mis-match
between the financial years in which the figures were collected and the date of the
objectives to which they have been attributed, and the figures do not reflect current
allocations. The paper does not attempt to describe what is achieved from these inputs,
nor how efficiently or effectively they are deployed, nor the actual outputs that they

deliver.

4. The paper explains the fundamental difficulty about attributing expenditure
incurred in support of one department’s objectives to another’s. This is illustrated by
the continuing exclusion of much of the defence budget. Practically all defence
spending, wherever it takes place, contributes to the security of the UK and
intemnational peace and security. It is meaningless to distinguish, for example, between
forces based in the UK and in Germany for this purpose.

5. The Chief Secretary thinks we should also recognise that the exercise excludes
other forms of government activity which do not have a direct public expenditure cost
but which none the less represent a financial commitment. The paper footnotes
ECGD’s total contingent liabilities of £35 billion. It might also have mentioned our
substantial holdings in the International Monetary Fund and other multilateral
mstitutions, for example, or the support we have recently given to the international
financial system by our loan guarantee to South Korea. It is not only by public
expenditure that the government achieves its objectives, either at home and abroad.

@S JUN 1998 @S:30 @171 278 5456 PAGE. @2
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6. The Chief Secretary welcomes the paper’s analysis of the difficulties in
d:stmgmshmg between overseas and domestic activity in the way attempted. He agrees
that not only 1s the categorisation difficult but also, since departments now, through
modem communications, in many areas have a choice between whether to achieve their
own objectives through activity in the UK or abroad, it has very little real meaning. The
Treasury, for example, would find it impossible to distinguish in this way between what
it does to promote growth. :

7. Consequently, although Annex C is an interesting list of areas where more could
be done, any DOP consideration of opportunities and priorities should be against a
background of each departments’ overall objectives and priorities at home and the
contribution which new areas proposed for activity conld make towards the
achievement of those objectives within the new departmental totals set by the CSR.

8. Tam copying this letter to Tom Scholar, to other private secretaries of members
of DOP and PX, Anthony Smith (DfID) and Jan Polley.

it @

PAUL WILLIAMS
Assistant Private Secretary

83 JUN 1998 89:30 171 278 5456 PAGE. @3
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CABINET OFFICE
70 Whitehall London SWI1A 2AS Telephone 0171-270 0360
Michael Pakenham
Chairman, Joint Intelligence Committee

Ref: BO.2761 \O\qq-/

J R Young Esg CMG
Chief Clerk : ;
FCO | « F2/I/‘ Y

Room 1PS 2.1.6 1 June 1998

MWy
Dem Rob,

GOVERNMENT ACTIVITY OVERSEAS

I wrote to you on 5 May to tell you how we intended to
take forward the remit from the Prime Minister to work up an
analysis of Government Activity Overseas. Since then I have
chaired four meetings of an ad hoc Group with which all
Departments have had the chance to be associated.

As a result of those discussions we have agreed the
attached Note by Officials covering three annexes, the first
of which is a redrafted version of the original FCO paper. As
instructed by the Prime Minister, this Note is being submitted
to DOP, and to Dr Cunningham and Ms Short. I am copying at
the same time to Senior Establishment Officers in all
Departments, some at least of whom may wish to bring it to the
attention of their Ministers of State, who may, of course,
with to make their own comments on it.

)/WWVSW"

M vihaneh

MICHAEL PAKENHAM
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GOVERNMENT ACTIVITY OVERSEAS

NOTE BY OFFICIALS

Summary

An analysis by officials of current activity under the FCO-

proposed objectives is contained at Annexes A and B. Some
reservations were expressed about the methodology used. Annex
C contains a compilation of some new priorities and
opportunities, including for export promotion. This analysis
provides background for possible DOP discussion, in the
context of Comprehensive Spending Review (CSR) process and

work in hand in PX.
Timing
Non-urgent.
Detail
3% Following the minute of 8 April from the Foreign and
Commonwealth Secretary, the Prime Minister agreed that
officials should present to DOP an analysis of Government
activity overseas based on the following elements:
figures for public expenditure on such activity, in
the light of the work already circulated by the

Foreign Secretary;

a list of objectives for such activity, drawing on
those already established by the FCO;

suggestions for new priorities and opportunities for

Government activity overseas.

1

RESTRICTED - POLICY




‘ RESTRICTED - POLICY

This material for DOP should inform the Ministerial debate on
the allocation of Government resources as part of the CSR
handled by the PX Committee.

4. This work has now been completed, under Cabinet Office
chairmanship, within the short time-scale requested by
Ministers in order for it to feed into the CSR process. All
relevant Government Departments have been associated with it,
to the extent necessary. In the process a number of comments
were made about the procedures, and some reservations were
expressed on the approach. It was recognised that the CSR
process focused on outputs and the allocation of resources
between Departments. The current exercise was intended as a
contribution to this wider debate by providing an overall
picture of inputs in terms of public expenditure; and of
potential areas for new activity. The precise relationship

between inputs and outputs is beyond the scope of this Note.

S Annex A contains the main product of this Group’s work in
the form of a revised version of the statistics originally
submitted by the Foreign Secretary. These figures more fully
reflect the extent of Government activity overseas; they also
include some expenditure incurred domestically but with a
direct contribution to such activity. Non-Governmental public
bodies are covered to the extent possible. The figures, which
follow a more consistent pattern than in the earlier version,
are largely based upon gross public expenditure; receipts are
indicated in footnotes which also cover the issue of some
contingent liabilities. Most figures are given for the
Financial Year 1996/97, but in some cases it has been possible
to provide these for the 1997/98 Financial Year. Given the
differing bases for the figures, these tables remain
indicative rather than definitive. 1In the broad terms used in
this paper, the gross public expenditure on overseas activity
is estimated to be around £7.6 billion a year.

2
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6. The Group drew the following conclusions from the revised
version of the FCO paper, and their discussions over the past
month:

The Government has a set of overall objectives for
policy, of which those selected by the FCO are a
sub-set related primarily to Government activity
overseas.

The figures in the Annex have been validated and

reflect the activities under the headings given.

There are however a number of qualifications to be
made if these figures are to be taken as reflecting

in its entirety Government activity overseas:

the 1996/97 figures, relating to the pre-CSR
process and the previous Government’s
decisions, do not sit easily with the new
Departmental objectives established under the
present Government (and still to be confirmed
under the CSR process), and with the
reallocations already made during the 1997/98

Financial Year or proposed as part of the CSR;

some Departments believe that, while it is
possible to group their Departmental activities
under the broad headings set by the FCO, this
risks masking the real objective of the

activity for the benefits of the UK as a whole;

it also risks drawing an artificial distinction
between areas of overseas and domestic
activity, when the two often coincide and

should not be separated. Doubts exist whether

3
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such a distinction corresponds to the reality

of work in Whitehall;

in some cases spending by the FCO abroad is the
mirror image of spending by OGDs in the UK.
Entry Clearance is a case in point. The FCO
currently incurs gross costs of around £71.3m a
year (£15.3 net) in running entry clearance
operations at Posts. But in the UK Departments
costs of nearly £700m arise from applications
for asylum. These costs would undoubtedly rise

if overseas operations were less effective;

in some cases it has been difficult to
categorise activities under a specific heading,

given the interconnection between many of them.

Subject to those reservations, for the purposes of
this exercise the FCO objectives have been used as
the basis for analysing Government activity
overseas. These objectives are listed at Annex B.
However, a complete picture of Government objectives
would need to reflect the full set established by

each Department;
A breakdown of these numbers demonstrates that:
a high proportion of expenditure on overseas

activity has for this exercise been grouped

under the headings of Security for the UK,

Prosperity and Quality of Life Overseas (ie
largely MOD, DTI and DFID) representing 85.8%

of spending;

the resources expended by the FCO represents

less than 12 per cent of the total expenditure

4
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on overseas activities by Government.

The Foreign Secretary has identified certain
priorities and areas for new opportunities,
including several for the promotion of further
export and inward investment activity. 1In addition,
there are a number of other areas to which more
Government resources could be devoted. These are
listed at Annex C in no order of priority. 1In the
time available this list should not be considered as

definitive.

This overall exercise has highlighted the problems
in tackling a broad subject which cuts across
several Departmental responsibilities and involves a
wide range of Whitehall activity. A static analysis
of individual Departments may not respond in full to
broader national interests. For any future work,
questions of definition, and of what the work was
intended to achieve, would need to be considered

very carefully.

viii.As noted above, the Group was struck by the
difficulty of distinguishing between what we do
abroad and what we do at home, and the reasons for
which we do it. The Group concluded that everything
which we do is done in support of UK objectives.
The Government'’s overseas activities and objectives
are aspects of domestic policy and increasingly

integrated with the operation of domestic policy.

i The Group recognised that under the CSR procedures PX was
responsible for considering both the individual expenditure by
Departments and the overall allocation of Government
resources, and for making recommendations to Cabinet. 1In the

light of the Prime Minister’s instructions, it also recognised

5
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that DOP, with the strategic responsibility for setting
defence and overseas policy, had a particular role to play in
decision-making on overseas activity; its members were all
active within the CSR debate and most of them were responsible
for Departments directly affected by such decisions. This
Note is submitted for senior Ministers, to provide background
for further DOP discussion and key decisions in the CSR

process.

1 June 1998

6
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ANNEX A: OVERSEAS ACTIVITIES OF UK GOVERNMENT DEPARTMENTS BY FCO
OBJECTIVE

NOTE: Judgements have had to be made about where overseas activity ends and domestic activity begins.
The entire FCO budget is included because, although much of it is spent in the UK, it is all spent on overseas-
related activity. But we have not, for example, included the entire defence budget (£22 billion) in this paper.
We have listed only the MoD activities taking place overseas and the costs of supporting those activities at the
UK end.* A similar judgement has been made over EU work (see paragraph 11) and other areas. Treasury
expenditure has been excluded as the Treasury makes no distinction between expenditure overseas and
domestically in pursuit of its objectives.

Figures are FY 1996/97 outturn except where stated otherwise. In total, around £7.6 billion is allocated

annually to our overseas activities and commitments.

Objective 1. To ensure the Security of the UK; and to promote International Peace and Stability.

MoD Cost £ million

- 29,810 service and civilian personnel in Europe (1997-98 estimate) 1300
- 5,000 troops on temporary deployment with SFOR in Bosnia 224
- 380 defence attaches, advisers and staff in FCO posts around the world 29
(£8m of which is funded by FCO)
- 1900 UK military posts in NATO HQs and WEU 86.6
- Contribution to NATO Military Budget 60
- Contribution to NATO Security Investment 50
- Share of UK contributions to WEU 1.2
- 4,430 personnel in Cyprus SBAs 170
- Armilla Patrol (2 frigates — one on station at a time) 36
- 564 personnel in the Gulf and Near East ' est22
- Iraqi No Fly zones - 6.4
- Five power Defence Arrangement; 300 personnel in the Far East est21
- Joint Arms Control Implementation Group (JACIG) 6
- 400 Loan Service Personnel around the world (offsetting receipts £27.4m) 324  (£5Smnet)

* In one sense, most if not all of this expenditure relates to Objective 1, and at least some of it could also be said to
contribute to Objectives 2 (by creating jobs in the defence sector), 3 (humanitarian and disaster relief deployments), 4
(military support to diplomatic efforts in the Gulf) and 5 (the credibility and influence our military capabilities bring us in
European security institutions). But it is difficult to allocate annual defence expenditure meaningfully to these objectives.
And some activity overseas occurs at minimal marginal cost as a by-product of maintaining military capabilities (such as
port visits by ships deployed for operational or training purposes). This is not captured here.




- Outreach programme

- Other DMAF loan service personnel

- “BATSUB” team in Belize (40 personnel)
- Other visits and exchanges

- Arms control research

DTI
- non-proliferation running costs
- non-proliferation programme expenditure (including IAEA
and Organisation for the Prohibition of Chemical Weapons)

ECO

- Preventive diplomacy/diplomacy on security issues

- Non-proliferation diplomacy

- Contribution to NATO HQ Brussels

- UK contribution to UN peacekeeping (including £33m from Treasury Reserve)
- UK contribution to WEU costs

- UK contribution to OSCE costs

BBC Monitoring Service (FCO, MoD and Cabinet Office-funded)

Bank of England
- Administration of sanctions (Libya, Iraq etc)

(£2167.6 m net)




Objective 2: To improve, through international action, economic opportunities for a prosperous UK.

FCO Costs £ million
- Trade promotion, economic, financial and S&T work at posts and in FCO headquarters 232.8
- Inward investment work 6.7
- Trade policy work 3.8
- Protection of UK resources and assets (incl fisheries) 1.3

DTI

- Trade promotion work — Joint (with FCO) Export Promotion Directorate, Export
Services Directorate, Six geographical Market Directorates, Projects and Export
Policy Directorate, Oil and Gas Petrochemicals Supplies Office and 89 Business Links.
719 staff in all.

- Trade work by other DTI directorates
- Trade policy directorate
- WTO subscription

- Inward Investment work
- Invest in Britain Bureau (joint operation with FCO)

- Partial funding of 10 English regional development offices (47 staff overseas)

- Science and Technology work

- OST (contribution to EU Framework Programme)

- OST (International subscriptions for Research Councils)
- OST/Royal Society international activity

- Other OST bilateral activity

- BNSC contribution to European Space Agency

British Council (FCO/DFID-funded)
- Trade promotion (education, training, arts)
- Science and Technology

Oth artments
- contribution to EU Framework Programme




Scottish Office
- Soottish Trade International: trade promotion
- Locate in Scotland: inward investment (9 overseas offices and 33 staff)

Welsh Office

- Industry Dept: trade promotion
- Welsh Tourist Board: overseas marketing

- Welsh Development Agency: inward investment (11 overseas offices and 31 staff)

NIO

- Trade promotion
- Inward investment (9 overseas offices and 37 staff)

Bank of England
- Support for British Invisibles .2 (running costs)

DETR
- Export promotion division for transport, water and construction sectors (running costs)
- Air Services negotiators and promotion of UK aviation interests

Inland Revenue

- Cross-border taxation .0 (running costs)
(technical)
assistance)

HMCE

- International assistance (full cost recovery) .0 (£0.1m net)

Department of Health
- Promotion of healthcare exports

MoD
- DESO (excluding disposals team) 331 staff (1998-99 estimate) 9 (£11.9mnet)

MAFF
- International Relations and Export Promotion Division




- Non-EU trade negotiations (staff costs and attendance at meetings)
- Fisheries protection

DCMS _

- Grant-in-aid to British Tourist Authority (present in 37 countries)

[The BTA also raised an estimated £16.2m from the private sector]

- DCMS staff engaged in overseas promotion and EU liaison relating to tourism
- UK Sports Council — International Relations & Major Events Directorate

DfEE
- Trade promotion through ministerial visits

ECGD
- Fixed Rate Export Finance (1997-98 — £16m in 1996-97) 42°

11589 (£1155 net)

* ECGD’s primary function is to help UK exporters win business and UK firms to invest overseas by issuing guarantees
and insurance against loss. BCGD is required to break even. Its trading activities do not therefore count as public
expenditure although the cash flow resulting from its operatious will impact on the PSBR. The Exchequer stands behind
ECGD operations which had accumulated total contingent liabilities of £35 billion as at 31 March 1998 covering both its
trading and non-trading activities. In support of its main trading activities ECGD provides a number of facilities which
involve public expenditure, the principal facility being interest rate support for exporters — the cost of these facilities in
1997-98 came to £42m.

'L




Objective 3: To improve Quality of life worldwide; and develop a strong international community

£ million
DFID
- the elimination of poverty in poorer countries

ECO
- aid administration
- environmental work
- drugs, terrorism, international crime
- fund MoD anti-drugs work
- promotion of human rights, civil liberties and democracy, rule of law and good .3 (staff)
governance (prog)
- participation in multilateral institutions (staff costs)
- subscriptions to multilateral institutions (UN, Council of Europe, OECD
and Commonwealth)

MoD

- anti-drugs work funded by FCO
- overseas counter-terrorism work 0.3
- Met Office contribution to WMO 14

Home Office

- anti-drugs work

- share of UNDCP subscription
- counter-terrorism

- judicial cooperation unit (extradition etc)

DETR

- Transport security work

- ICAO/ECAC contributions and CAA support
- IMO contributions

- Environment work

- UNEP and environmental UN contributions

HMCE




- indirect tax cooperation
- drug and fiscal liaison officers world-wide and other drugs work

DIEE
- ILO contribution

Bank of England
- supervision of overseas banks, offshore financial centres, financial crime

- international payments policy
- technical assistance through Centre for Central Banking Studies

DTI and agencies (Patent Office, Radio Comms Office)
- UPU, ITU, WIPO contributions

Dof H
- WHO contributions

DCMS
- WHF contributions 0.1

2,381.7
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Objective 4: To increase the impact of and respect for British foreign policy and values

FCO
- promotion of British policies, cultivation of opinion-formers etc
- scholarships - Chevening

- other

- UKMTAS

British Council (FCO/DFID-funded)
- cultural work, education, information, promotion of English language

- English language teaching (118 centres in 51 countries)

BBC World Service (FCO-funded)

DfEE
- scholarships (Overseas Research Student Award Scheme)

DCMS

- Government Art Collection overseas activities

million

87 (staff)
14.5
4

17

106
(self-funding)

161




Objective S: To ensure the UK plays a strong role in a strong Europe, responsive to people’s needs

Our fifth foreign policy objective is to ensure the UK is a leading player in Europe. Every department of
government is engaged in EU work. Gross payments to the EU (after abatement) were £6.9 billion in 1996/97;
our net UK contribution to the EU budget, after receipts and abatement, was £2.3 billion. For the purposes of

this study of overseas activity we have included contributions to EU programmes, participation in EU

deliberations and the London-end costs of supporting and directing these activities; we have not included the
costs of implementing EU policies and directives domestically.

£ million

FCO - coordination of EU activity and promotion of EU objectives in Brussels and elsewhere
overseas, and EU work in headquarters 174
Cabinet Office - European Secretariat 0.9
- Legal advisers 1
- European fast stream, national experts etc 24
DFEE - cost of EU policy work 5.3
MAFEF [total cost of CAP - £3.14 billion] - cost of EU policy work 13
Inland Revenue - cost of EU policy work 0.3
HMCE - cost of EU policy work 1.1
DTI - cost of EU policy work 24
DETR - cost of EU policy work 6.2
Home Office - cost of EU policy work 22,
DSS - cost of EU policy work 0.3
Scottish Office - cost of general EU work 1.2
Welsh Office - cost of EU policy work 1
NIO - cost of EU policy work 32
Bank of England — preparations for euro & EMI/ECB policy 33
DCMS
- EU cultural heritage and arts programmes (Raphael, Kaleidoscope) 0.9
- Cost of EU policy work on audiovisual matters 6.5

68.8




Objective 6: To ensure the protection of British Citizens Abroad

The MOD also contributes through the evacuation of British citizens in circumstances where civil means are
not available. It is not possible to put annual figure on this; there have been three operations in the 1990s,

costing some £7.4m in total.
£ million

64.1




Objective 7: To ensure efficient and effective implementation of entry clearance arrangements

£ million

FCO

- entry clearance work? 71.3

(£56m recovered through fees)

1 Additionally, annual costs of nearly £700 million arise in connexion with applications for asylum. They are incurred by
the DSS (£200 million); Department of Health (£154 million); DfEE (£56 million); and Lord Chancellor’s Department

(£37.5 million).




Objective 8: To ensure the security of UK Overseas Territories, promote their prosperity, and uphold

sustainable development and good government

FCO
- Promotion of good governance and sustainable development
(1996/7 figures include £5.4m for Hong Kong)

- Work on behalf of OGDs

DFID!
- Gibraltar Pensions

MoD
- 2000 personnel in the Falklands
- Naval element (1 frigate, 1 OPV, 55/365 x 1 SSN)
- airbridge
- 547 personnel in Gibraltar
- West Indies Guardship
- Other DT deployments (Ascension airfield, Diego Garcia,
South Georgia Ice Patrol vessel etc)

DETR

- Aviation security

1 DFID is also responsible for expenditure of £149 million annually on former Colonial and Indian pensions. This figure is
not included under Objective 8; it is, however, included in the global total for overseas expenditure.
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UK-based staff serving overseas

MoD - servicemen
- civilians
FCO
British Council
Bank of England
BTA
DETR/CAA
DfEE
DfID
DSS
DTI
HMCE
Home Office — posted abroad
- short term (<6 months) postings
MAFF

The Scottish, Welsh and Northern Ireland Offices also have small numbers of UK-based staff

overseas, in some cases paid for by the FCO.

* Wholly or partly funded from FCO Vote

q Excluding temporary term secondments in international assistance programme




RESTRICTED - POLICY

ATTRIBUTION OF EXPENDITURE ON GOVERNMENT ACTIVITIES OVERSEAS
AGAINST FCO OBJECTIVES *

Objective 1: To ensure the security of the UK; and to

promote international peace and stability
£2,995m 39%

Objective 2: To improve, through international action,
economic opportunities for a prosperous UK
£1,159m 15%

Obijective 3: To improve quality of life worldwide; and
develop a strong international community
£2,382m 31%

Objective 4: To increase the impact of and respect for
British foreign policy and values
£401m 5%

Objective 5: To ensure the UK plays a strong role in a
strong Europe, responsive to people’s needs
£66m 1%

Objective 6: To ensure the protection of British citizens
abroad

£64m 1%

Objective 7: To ensure efficient and effective
implementation of entry clearance arrangements
£7m 1%

Objective 8: To ensure the security of UK Dependent
Territories, promote their prosperity, and
uphold sustainable development and good
government

£480m 6%

It should be noted that significant proportions of the
expenditure listed against Objectives 1, 2, 3, 4, 5 and
7 is incurred in support of other objectives.

Additionally £149m annually is spent on former colonial
and Indian pensions.

RESTRICTED - POLICY




EXPENDITURE ON OVERSEAS ACTIVITY BY UK GOVERNMENT
DEPARTMENTS (total c. £7.6 billion)
(percentages of total spending on overseas activity)

DFID
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R
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9.0%

BBC World Service
2.3%
British Council
1.7%

TOTAL UK GOVERNMENT DEPARTMENTS’ ACTIVITY
OVERSEAS CLASSIFIED BY FCO OBJECTIVE

L2222
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Other (colonial
pensions)
20% UK Overseas
Territories
43% Entry
clearance
1%

Europe
Protection of UK 0.9%
nationals
0.8%




RESTRICTED - POLICY
'EW OPPORTUNITIES AND PRIORITIES

Building on the Foreign Secretary’s suggestions, the Group
identified the following activities as ones to which greater
priority might be given. These are in no order of priority,
should not be regarded as definitive, and in some cases are
independent of new priorities or views in departments’ CSRs.

= environmental protection;

conflict prevention, including support for
independent media, police training and military
decommissioning;

stopping proliferation of weapons of mass
destruction;

combating international crime (including drug
trafficking and fiscal fraud) and terrorism;

promoting UK food and food technology exports;
preparations for the establishment of EMU;

supporting UK exporters in line with the
recommendations of the Export Forum;

monitoring and responding to threats to
international financial stability;

defence diplomacy, including military attache posts;

improving our ability to support deployed armed
forces;

promoting good governance and human rights;
improving the projection of the UK overseas;

exploiting modern systems for communication within
government, and with business, the media and the
public both at home and overseas.

mobilising international commitment in support of
the International Development Strategy, and
addressing directly issues of povwerty and social
exclusions;

promoting economic reform and restructuring,
including building partnerships with the private
sector to stimulate investment (in poorer countries)
overseas.

European Union accession candidates in Eastern
Europe

To complement the political support advocated by teh Foreign
Secretary for European Union accession candidated in Eastern
Europe, some Departments identified as another priority the
provision to them of technical assistance (in the areas of
agriculture, environment, finance, justice and home affairs).
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