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I attach a further paper which examines how best to deal with

B e s oS

the transfer of property and other assets from thc Inner London
Education Authority to those boroughs opting out to run their

own education services.

2. I am proposing that the arrangements should be modelled as
closely as possible on those that worked successfully in Lhe case
of the abolition of the GLC and the Metropolitan County Councils.
There are however a number of obvious differences between the

two situations, notably in the fact that we cannot predict with

certainty which boroughs will apply successfully to opt . out.

3. The paper proposes essentially that all ILEA property within

the boundary of an opting out borough should transfer when that
borough becomes an LEA. The responsibility to identify the property
concerned would rest with the borough. There would however be
exceptions to allow for property which the borough did not wish

to inherit, or conversely where ILEA wished to make out a case

for retaining a specific asset.

4. There are two particular difficulties. One relates to ILEA's
various residential establishments located outside inner London.
Particularly if the greater number of boroughs opt out, there

is no reason why ILEA should be allowed to retain all these assets
simply on the grounds that they do not happen to be located within
the boundary of any inner London authority. It will not be easy
to determine the ownership of such institutions, but I believe
that we must make provision to allow opting out boroughs to bring

some of these "satellite" institutions with them if they wish.
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* . 5. More importantly, the Annex illustrates the fact that signifi-

cant parts of ILEA's further education provision are provided

by institutions based in more than one borough. The arrangements
I am proposing are designed to retain existing institutions and
to give clear general rules on the likely destination of cross-
boundary institutions. To do otherwise would be controversial
and extremely disruptive to the education of the students concerned.
But I believe that I must retain some discretion to detcrmine
the ownership of property where this will be a material factor
in the success of a borough's application to opt out. This is
a question which we shall be discussing in more detail with the

boroughs concerned.

6. It will not be easy to prevent ILEA from pocketing moveable
assets which in principle should be inherited by the opting out
boroughs. I can see no way of attempting to control this other
than by having an inventory drawn up sufficiently far in advance
of the transfer date to make it difficult for ILEA - which will
have to continue to run the schools and colleges concerned in

a reasonable manner - to engage in this form of asset stripping.
That job could potentially be done by or under the aegis of the
Education Assets Board (EAB) which we are setting up in connection
with our proposals for polytechnics and colleges and for grant-
maintained schools. But it would be a large undertaking nonethe-

less, and we need to be clear that it would be worthwhile.

7. Even if we decide that it would not, there will still be a
role for the EAB to assist the process of transition between ILEA

and the inheriting boroughs.

8. As in the case of my memorandum on staff transfer, I should
be glad to know that colleagues are content with my proposals
on the transfer of assets, so that I can work towards publishing

a consultation paper well before the end of August.

9. I am copying this minute to other members of E(EP) and E(LF),

and to Sir Robert Armstrong.
KB
Department of Education and Science
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OPTING OUT OF ILEA: TRANSFER OF ASSETS
MEMORANDUM BY THE SECRETARY OF STATE FOR EDUCATION AND SCIENCE

This paper discusses the transfer from ILEA to the opting out
boroughs of property consisting of land and buildings, together
with the equipment located on or in them, and associated rights
or liabilities. It does not cover other contracts, enforceable
undertakings, fights or assets. The arrangements proposed are
modelled where possible on those applied during the abolition
of the GLC and the Metropolitan Counties, though the different
circumstances 1in the present case require different solutions
to some problems. The Annex gives details of the main types

of establishment concerned.

2 We are currently examining whether a faster timetable
may be possible. The present paper assumes however that, as

agreed by E(LF) on 2 July, the following timetable will apply -

February 1989 - Closing date for applications to opt
out;
April-June 1989 - Designation of the new local education

authorities, including the power to establish shadow

local education authorities;
April 1990 - Transfer of responsibility.

In order to allow time for the arrangements described below,
it seems 1likely that the Orders transferring property will
need to be made after the designation of the ncw authorilies
following approval of a statutory Order by the affirmative
procedure. It will be appropriate for such property transfer

Orders to be made under the negative resolution procedure.

3 The guiding principles for the transfer procedure should

be the following:

= Continuity in the operation of educational establishments;
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= Clarity about where the title to property etc lies;

- Neutrality with regard to third parties' rights
or obligations in respect of the property transferred;
I have announced separate counter-obstruction measures
for application if necessary to prevent the incoming

LEAs from being saddled with unduly burdensome contracts.

Destination of Ownership

4. The basic, rule in identifying the property concerned

will be that all and only the ILEA property within the boundary
of the opting out borough should transfer when that borough
becomes an LEA. In putting forward its application to become
an LEA the borough will have a duty to provide a complete list
of the property which it believes it should inherit, within
its boundaries, making use as necessary of powers to be included
within the legislation which will require ILEA to make available
any necessary information. There will however be exceptions

to this basic rule, as follows:

(i) Land or buildings which the new LEA does not propose
to me that it should inherit will remain the property
of ILEA (unless it can be shown that failure by
ILEA to provide information 1led to an oversight
on the part of the borough). '

(ii) The property which forms part of an institution
falling wholly within the borough boundary, but
which is the subject of a request by ILEA - within
the period of one month allowed for objections to
the  application = . that it should B not-‘transfer to
the borough, will be transferred or not according
to a dctermination by me. This could apply in the
case of certain specialised facilities, eg the ILEA
Planetarium in Wandsworth.

(iii) Where a borough can show that an ILEA establishment
located_outside inner London has provided regularly

for a significant number of pupils resident in
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the borough, it will be open to the borough to argue
that it should inherit that establishment in order
to maintain a comprehensive service for its residents.
This could apply in the case of eg certain residential

special schools.

Where an institution is partly located outside the
borough, including for example cases where playing
fields in one borough serve a school in another
or in more than one borough, the following procedure

will apply:

- Immediately following Royal Assent we shall
issue guidance to potential applicants. This
will invite them to attempt to agree a solution
with their neighbours in putting forward their
application. Where the neighbour is ILEA,
it is wunlikely that ILEA will be willing to
cooperate in this way with a borough wishing

to Secede;

= In the absence of agreement, I will in general
be guided by the principle that the institution
should remain as an entity, and should transfer
to the predominant owner, using the occupation
of the largest area of floor space as an initial
criterion, but taking account also as appropriate
of the intensity of use (measured by student
numbers). I would however reserve the right
not to leave the institution with the predominant
owner, if a case had been made out by the
authority concerned for an exception to be

made.

= It would he open to the loser in any dispute
to negotiate user rights in that part of the
institution within its own boundaries. Indeed
the relevant property Order might require
the owner to make available such rights. These

rights could consist either of a 1lease or
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a licence to use the premises.

5, Fittings, furniture and equipment, together with other
fixed equipment, should transfer with the property in or on
which they are located. This would apply both to educational
institutions and to other premises, including offices. But
there are obvious difficulties. At one end of the scale, it
would probably not be possible to prevent ILEA from removing
stores and small items of moveable equipment (or even motor
vehicles), and it would have to be the responsibility of the
new LEA to ensure that institutions were appropriately stocked
for the start of the summer term 1990. On the other hand it
should be possible to take some steps to reduce the risk that
ILEA might strip buildings of moveable assets. For example,
it would be possible to arrange for an inventory of defined
categories of equipment by not 1later than the start of the

term before transfer.
6. ILEA would be required to vacate the relevant premises
by 31 March 1990. ' (Easter Sunday falls ron 15 April in that

year.)

Education Assets Board

75 The forthcoming legislation will contain provisions establishing
an Education Assets Board (EAB) to facilitate the transfer
of assets in the context of the Government's proposals for
polytechnics and colleges and for grant-maintained schools.
The process of opting out of ILEA will require decisions about
property transfer which are no less complex than those arising
in the other two cases. It seems desirable therefore to extend
the proposed functions of the EAB to include aspects of opting

out, for example -

£33 the arrangements for transfer of title deeds and

other documents;

(ii) where a property Order requires the owner of the
property to make user rights available to another

authority, the EAB could if necessary impose terms
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on the authorities concerned;
(iii) the inventory of equipment suggested in paragraph

5 above might be carried out under the aegis of
the EAB.

27 JULY #1987



ANNEX

EDUCATIONAL (AND ASSOCIATED) ASSETS

VI Form FE Teachers’ :g:i:tion Careers Administrative

Borough Nursery Primary Secondary Special Centres (n) Centres (B) Centres (C) Offices Offices

Hammersmith & Fulham 6 44 10 i - 1 - - 1 1

Kensingtcn & Chels=a 4 27 5 - - - - - 1 -

Camden 3 43 11 6 - 1 2 4 2 -

Westminster 3 3 8 2 - - 4 2 1 4

Islington 3 58 9 5 1 1 2 1 1 1

Hackney 2 71 10 6 - 1 2 1 3 1

Tower Hamlets 7 65 14 7 1 1 3 3 2 : 1

city - 1 . 2 3 Y g 5 5 ’ £

Greenwich 6 80 15 8 - 1 - 2 2 2 &)

Lewisham 2 81 17 6 - - 1 3 2 2 ;::_

Southwark ) 82 17 8 - 1 3 2 3 1 :-1-1

Lambeth 5 81 13 13 - 2 5 1 2 2 ?;Ez

Wandsworth 3 81 17 9 1 1 1 1 3 1
Ao
e
—

NOTES

A Institutions with premises solely in that borough. There are in addition eight institutions with premises in more than one borough and

the Merchant Navy College is located in Kent.

B E xcludes schools or colleges with teachers' centres located within.

Cc Centres w-th premises solely in that borouch. There are in addition twelve centres with premises in more than one borough.
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DEPARTMENT OF HEALTH AND SOCIAL SECUR

Alexander Fleming House, Elephant & Castle, London SE1/6BY A1 5§ PaRSoN PR
Telephone 01-407 5522

MTHRLE

From the Secretary of State for Social Services v
The Rt Hon Nigel Lawson MP o1l
Chancellor of the Exchequer
HM Treasury e
Parliamentary Street
LONDON
SW1P 3AG 02? July 1987
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OPERATIONAL STRATEGY: USE OF CONSULTANTS

I wrote to you on 7 July about the action we proposed to take on the
Local Office Project for computerisation. You will wish to know
what has happened, and I must also tell you of another development
in our industrial relations.

The LOP Project

The staff at the project, staff on other Information Technology
projects and the Departmental Trade Union Side were informed of the
changes on Thursday 16 July. The DTUS were of course horrified and
made immediate protests, especially about the lack of consultation,
and asked for an urgent meeting with the Permanent Secretary. This
was granted. On 20 July he gave the DTUS a full explanation of why
the action was needed managerially, and why we had gone about it in
the way we did.

The first batch of extra consultants arrived that morning. So far
there has been no retaliatory industrial action at the LOP site at
Lytham St Anne's nor at other computer development or operational
centres. This is not to say we can rule out such action, but as
each day passes the chances of such action must diminish.

The speedy and sensitive action my officials took in talking to the
staff at Lytham who need to be redeployed did much to defuse the
situation. A "job centre" with line managers and personnel
management staff was set up there. Already almost half the staff
affected know where their next assignment is.
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We have not sought to labour with the Unions the message that what
we have had to dc arises partly from their own actions. i
Nevertheless I think they are under no illusions about it. &

Limited Period Appointments

However, we are not in clear waters on industrial relations matters
yet. As part of the planning for implementing the Social Security
Reforms we are using extra staff engaged on what are known at :
Limited Period Appointment terms (LPA). This is because we need
significant numbers of extra people this year for the implementation
who will no%t be needed next year, when the Reforms themselves will
reduce staffing ievels. We shall need to shed staff at a faster
rate than normal wastage will allow in most parts of the country,
and the use of LPAs enables us to do this relatively painlessly and
inexpensively. But the Unions are most strongly opposed to the
engagement of staff on these terms.

So far they have been engaged in 147 offices. The Unions have
arranged industrial action in about 30 of them. This takes the form
of tit-for-tat tactics: we engage someone on LPA terms and they
call on strike 2 or 3 permanent members of staff. This is for the
Unions a cheap but effective course. Until now we have sat on our
hands, because during the Civil Service pay dispute and pending the
action at LOP we considered it right not to take any action which
might spill over into those areas.

But having taken legal action we are about to embark on a process of
issuing "anticipatory" warning notices to staff in the offices where
industrial action is taking place. These nctices will remind the
staff of their obligation to work normally; and warn that they will
not be paid while at home. If staff walk out they will be asked to
give an undertaking to work normally before being allowed to resume
duty. My officials will call in the Section Secretaries of the SCPS
and CPSA to tell them precisely what we have in mind so that both
staff and Unions will have the opportunity to consider their
positions before pursuing their action against LPA.

Again, as with LOP, the course we propose to follow is not without
risk of further disruption to services to the public. But I am sure
that we must not be diverted from a prudent management policy, and I
doubt whether there could be a better opportunity to maintain our
position against Union pressure.

I am copying this letter to the Prime Minister, the Secretary of
State for Employment and Sir Robert Armstrong.

[~ JOHN MOORE
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OPERATIONAL STRATEGY: USE OF CONSULTANTS

With his letter of 7 July Mr Moore told you that he intended to
employ a substantial number of further consultants on the Local
Office Project. He brought this to your attention becanse of the
importance of the project and the possible impact this action
could have on industrial relations at a time when they are in a
very delicate state.

2. The project is important to us. As Mr Moore says, it will
produce valuable manpower and running cost savings and we should
encourage DHSS to do all that it can to deliver those savings in
full and to time. From that point of view there is nothing in the
letter we would want to object to. If it is Mr Moore's considered
judgement that this is the action needed to achieve delivery then
we recommend that you accept what he proposes.

3 That said, the step he proposes 1is a major one with
potentially important and damaging industrial relations
consequences. The wunions are 1likely to react and we can only
speculate as to how. The draft letter attached aims to seek from
Mr Moore the best possible timing and presentation of his decision
in the context of the pay dispute, which is now hopefully nearing
its end. It also seeks to ensure that DHSS do not fall over their
own agreement with the SCPS governing the return to work of those
who had been taking industrial action, a copy of which is
attached.

4. IRD, Pay and CCTA agree.

AA.

5 P WILLIS
ST2 .
\‘\6\“

-



DRK?? LETTER FOR THE CHANCELLOR TO SEND TO:
W/

The Rt Hon J Moore MP

Secretary of State for Social Services
Alexander Fleming House

Elephant and Castle

London SEl1 6BY

OPERATIONAL STRATEGY: USE OF CONSULTANTS

Thank you for your letter of 7 July.
Louse ro Y,

I am content to(trust to your considered judgementjfhe management
action required to ensure that the substantial benefits of the
Local Office Projggt are delivered to time and within cost.
However, as you{?éﬁ%owledgeL the step you propose is a major one,
with potentially important apnd, damaging industrial relations
consequences. EWe all hope tha&}t‘é long drawn out pay dispute is
now nearing its end; but(there are still hurdles to surmount.)
Suitable timing and presentation could do much to minimise the
risk of damage in DHSS and more widely.

On 7 July, the Society of Civil and Public Servants (SCPS) agreed
not to resume industrial action while talks on a range of
outstanding issues were going on: these issues include the need to
maintain impetus towards modernisation of the Service through the
use of information technology. In practice this should mean that
the SCPS will not be taking official industrial action over pay
until September at the earliest, and not at all if the new talks
end in agreement. Meanwhile,Cas you know, members of the Civil
and Public Services Association (CPSA) are being balloted on all
out action.

The CPSA ballot will not close until the middle of next week.
There is a general interest in avoiding anything that might
increase the chance of an unfavourable outcome. I must therefore
ask you to consider deferring the introduction of consultants
until 20 July.
U 1% alSe urea e Heok
gou will also want to satisfy yourself that |nothing you intend
could (convincingly )be presented as a breach of the return to work
agreement your department reached with the SCPS some two weeks
ago. This gave assurances that strikers would not be victimised
and that those on detached duty (of whom I gather therc may be
some in the LOP project team) would not have their detached duty
terminated nor be adversely affected in any way because of strike
action. You will need to give careful thought to the issue if any
staff with ADP allowances are to be replaced by consultants.

Lo

Against this background a good deal will turn on the presentation
of your action and the very careful handling of all its details.
On presentation, it seems desirable to convey the decision as one



which provides extra skills and resources for a particularly
technically demanding phase of the project in order to meet
deadlines that were clearly established at the outset. You will
not want your action seen as a consequence of industrial action.
If possible, you may want to give assurances that the immediate
decision would not necessarily carry implications for the
deployment of permanent staff in later phases of the project,
provided of course that their employment would be effective. And,
to disprove any <claims that your action amounts to the
victimisation of strikers, you may want to ensure that any
displaced staff are not drawn exclusively from those who took
strike action.

I am copying this letter to the Prime Minister, the Secretary of
State for Employment and Sir Robert Armstrong.

NL
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OPERATIONAL STRATEGY: USE OF CONSULTANTS

Lo /ll//;/%

The central project in my Department's Operational Strategy is
the Local Office Project (LOP). This will bring on-line
computers to the assistance of my local office staff. Besides
improving standards of accuracy and the quality of service to
the public, we expect the LOP to save around 8,000 local and
central office staff, say £80 million a year, when it is fully
operational in the middle of the next decade.

But the project has reached a critical stage. We are, of course,
like other Departments, chronically short of ADP skills. This
problem has been compounded by the recent industrial action, which
effectively stopped work on the project for nearly three months.
Unless we can restore the momentum the project will be seriously
delayed and may even cease to be viable. Each month's delay will
cost around £7 million in lost savings.

To meet this problem, I am proposing to take on more consultants

and to deploy them in line management from Monday 13 July. This
is not new. The same kind of approach was used in the successful
COP project in Inland Revenue. But in the present delicate state

of industrial relations the unions may well see it as a provocation,

and could mount action against both the project and other computer
systems. This risk is unwelcome, but I think it is one we are
bound to take in the circumstances, although one has to recognise
that strikes in computers can be disproportionately costly to
Government. Indeed, with the unions relatively off balance
following the unsuccessful action over pay, we may never get a
better opportunity to recapture the management initiative.

1
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I estimate that the additional cost of deploying consultants will
be in the region of £3.5 million, of which probably some £2 million
will fall in the current financial year. It is my intention if

at all possible that the Department should find this money from
within existing provision.

I am clear that we must proceed as I am proposing. But given the
importance of the decision for the operational strategy, the
present state of industrial relations in the Civil Service, and
the potential threat to computer systems generally, I thought you
and colleagues would wish to know what I have in mind. I am, of
course, conscious that your officials are in discussion with SCPS
on the resolution of the pay dispute as a whole.

I am copying this letter to the Prime Minister, the Secretary of
State for Employment and Sir Robert Armstrong.

{b\}b@é%/

JOHN MOORE

2
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OPTING OUT OF ILEA: FINANCIAL IMPLICATIONS
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1 We are to discuss policy on opting out of ILEA in E(EP) on 30 July.

Timing

2 On 2 July E(LF) agreed that 1 April 1990 was the earliest feasible date for
the first transfers. Since then, the leaders of Kensington and Chelsea,
Westminster and Wandsworth have told me of their strong preference for an
earlier transfer. They suggest 1 September 1989, that is, at the beginning of
the academic year. I have therefore reconsidered the position. But I believe
that the boroughs' preferred timing takes insufficient account of the
procedural uncertainties we face in the passage of the legislation and the
making of subsequent Orders. It also underestimates the scale of the
preparations which they will themselves have to make. In addition there is the
financial complexity of a mid-year transfer, especially one which would fall at
the very end of the present system of local government financing.

% The establishment of London Regional Transport as a body separate from the
GIC provides a precedent for a mid-year transfer of responsibilities. I attach
an annex on the application of this precedent to the ILEA. The complex
additions which would be needed to what is already a very large and complex
piece of legislation, the risk of successful challenge in the courts and the
likelihood that early transfer would not deliver the political advantages which
the boroughs concerned seek from it lead me to the view that we should aim for
first transfers in April 1990.




Financial arrangements post-1990

4 On this basis, opting out boroughs would assume education functions at the
same time as the reform of local government finance is introduced. A borough
opting out would receive grant from the Exchequer for its new education
function according to population and assessed need and the rump ILEA would lose
accordingly. The new education authority would finance its service from its own
resources and would not have to pay a precept to ILEA. It would finance its
total spending after taking account of Exchequer grant from the community

charge.
Limitation of precepts and charges

5 I will aim through precept limitation this year and next to reduce ILEA's
expenditure by 15% in real terms. I am also looking at how to devise a workable
manpower control. But in my judgement we cannot rely on ILEA's expenditure
being less than 50% above GRE in April 1990. In his minute to you of 28 July
Nick Ridley sets out proposals for the capping of community charges in the new

system. We shall almost certainly need to limit the precept of the rump ILEA in
1990-91. If the opting-out boroughs inherit an education service spending at
504 above GRE, the criteria which Nick adopts to select local authorities for
charge-capping are likely to catch at least one of the likely opters—out. There
seem to me to be three options for dealing with that;

i to allow the selection criteria to operate but to show flexibility when
an opting-out borough applies for a higher 1limit on the grounds that
the overspend on education is no fault of their own, and on the
understanding that they are taking steps to reduce it;

ii to designate the new education authorities automatically for charge-
capping for, say, three years, like the joint boards created by the
Iocal Government Act 1985. It might be easier than under option i to
differentiate between authorities so designated and the wilful
overspenders;

e e A R R e



iii to legislate for Inner Iondon Boroughs who are successful in their
applications to become education authorities to have a period of grace
- say three years - before charge-capping is applied to them. We could
stipulate that such a period was not available to an ILB with a record

of over-spending on other services.

We shall need to decide soon which of these options we favour. My own
preference is for option iii, if the group of IIBs who could benefit from the
period of grace can be satisfactorily defined.

BEqualisation of the business rate

6 The cost of the overspend on local services in Inner Iondon is now shared
between business and domestic rate payers in the ratio 3:1. With the
unification of the business rate Inner Iondon residents have in principle to
pay for the whole of the overspend on local services through their community
charge. This will affect boroughs which opt out and those which do not alike.
We have agreed in E(LF) arrangements for phasing in the community charge
gradually, and to consider whether an element of Inner Iondon's non-domestic
rate revenue might be retained within the capital for a transitional period.

That would certainly ease the problems here described.
ILEA's overspend: the starting point for opting-out boroughs

' L do not have the information to assess either what education GREs would he
for individual Inner ILondon boroughs, or how much ILEA spends in each of them.
I shall need to take powers in my bill to gather this and other necessary
information from ILEA; I do not think that ILEA will supply it voluntarily. In
the meantime, my officials have carried out some rough calculations of GREs for
the boroughs using the best data available. The results should be regarded with
caution. But if we assume that ILEA's spending in 1989-90 is pegged back to 50%
above GRE and that the pattern of spending across boroughs is in line with the
GREs we have calculated, starting points would be broadly as follows:



education spending, £m of which, overspend
relative to GRE, £m

Kensington and

Chelsea 45 15
Westminster 60 20
Wandsworth 105 o 7]

8 The table assumes that boroughs inherit the ILEA average overspend. However,
ILEA spreads its spending across the boroughs in relation to its own criteria.
It may direct relatively more resources to areas with special social needs than
does the GRE system. I hope to be in a position to explore this further in the
autumn when LEAs will be required for the first time to publish information
about the budgets of each of their schools. Opting-out boroughs will find that
if ILEA's spending on them relative to their GREs is lower than the ILEA
average overspend, they will need to raise a lower community charge than the
rump ILEA. Westminster and Kensington and Chelsea have relatively low social
needs; Wandsworth's needs are close to the ILEA average.

9 Secondly, although I am proposing block transfer of teaching and some other
groups of staff, I intend that the opting-out boroughs should be free to set up
their own administrative and support services. If, as I know they intend, they
administer the service more cheaply than ILEA, their starting point will be
lower than indicated above. That for the rump ILEA will be correspondingly
higher: my staffing paper sets out proposals for a scheme to meet the costs of
redundancies of resulting surplus staff, thereby preventing the costs from
falling on community charge payers in Inner London.
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Impact of overspend on commmity charge

10 The influence of overspend on the community charge will depend on the
proportion of adults in the area. Kensington and Chelsea and Westminster have
proportionately fewer under-18s than Inner Iondon as a whole. If they opt out,
overspending on education in their areas would be spread over a relatively
large number of adults, resulting in a lower community charge: the "starting
point" figures for the two boroughs are 25% lower per adult than the
corresponding figure for ILEA as a whole. Wandsworth's child to adult ratio is
close to the Inner London average.

Recoupment

11 Arrangements already exist under which an authority providing education for
a pupil or student from another authority may recoup the cost. I have recently
legislated to ensure that recoupment continues to be at standard rates, so that
ILEA is not able to attract pupils and students from other areas into its
schools and pass on in full its high spending to their home authorities. I
intend that these arrangements should apply to the Inner London boroughs which
opt out. Their financial effect depends on the net flows of pupils and students
between boroughs; assuming that the opting-out boroughs inherit some at least
of ILEA's high spending, a net importer of pupils stands to lose and a net
exporter to gain. I shall need to ask ILEA for information about the movement
of school pupils, but a preliminary estimate suggests that Westminster may be a
small net importer and Kensington and Wandsworth net exporters. T do not expect
any special measures to be necessary as regards schools recoupment. In further
education, ILEA's high costs are due largely to its wide range of provision and
low fee policies. It will be open to the Boroughs to increase adult education
fees to help cover costs, but some transitional provision may be needed, for
example to provide automatic recoupment for students who began courses before
the transfer.
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Overall effect on commmity charge

12 On the basis of the information available to me I believe that at the
outset, Kensington and Chelsea and Westminster may be able to charge their
residents less for education than they would have to pay through the ILEA
precept for the same level of service. The position for Wandsworth is likely to
be neutral. All three boroughs will have the opportunity to reduce their
initial overspend through a tighter central administration and, in the medium
term, by other means. To the extent that the opting out boroughs are in a
position initially to raise a lower community charge, the boroughs remaining in

ILEA will need to raise a higher charge for the same level of service. The
impact of that would be tempered by the redundancy scheme which I propose, and
more generally, by the transitional arrangements now under consideration for
Inner London.

13 If the opting-out boroughs as might be expected tackle the job of reducing
excessive staffing and identifying savings in other areas more quickly and with
greater vigour than the rump ILEA, those savings will feed through directly to

a lower community charge.

CONCLUSION

14 I invite my colleagues;

i to re-affirm our policy of making the first transfers of the education
function to Inner Iondon Boroughs who successfully apply for it in
April 1990;

ii to agree that boroughs whose application to become an education
authority is successful and who are not over-spenders on other
services, should have a period of grace before community charge-capping
applies to them;



iii to note that if the three boroughs which have so far declared a wish to
become education authorities achieve their aim, they are likely to
gain, or at least not to lose, from the decision and the rump ILEA is
likely to lose. Since many of those London boroughs where the level of
the community charge is likely to cause most concern are also likely to
remain in ILEA, this emphasises the need to provide transitional
protection against excessive levels of community charge in Inner

London.

15 I am copying this minute to other members of E(EP) and E(LF), and to Sir
Robert Armstrong.

ki

KB A8 Jquy 1987

Department of Hducation and Science



ANNEX

OPTING OUT OF ILEA: THE IMPLICATIONS OF FIRST TRANSFERS IN
SEPTEMBER 1989

1. If all the relevant information were available by September
1988, it would be possible to allow for the financial consequences
of boroughs opting out in September 1989 in the main RSG
settlement for 1989-90. However, on the most optimistic
assumptions about the legislative timetable, I would not know in
September 1988 which boroughs were to opt out. Nor would I have
the relevant financial and statistical data on which to carry out
the block grant calculations on a borough basis: I will need to
take the powers to require the ILEA to supply these in the bill
itself. A block grant solution is therefore not feasible. I
would need to make special arrangements.

2. The establishment of London Regional Transport as a body
separate from the GLC provides a precedent for the mid-year
transfer of responsibilities. In that case, the Transport
Secretary took powers to require the GLC to pay the newly
established body for the exercise of the transport function from
the time of transfer to the end of the financial year. A similar
mechanism could be adopted for ILEA, with the rump ILEA being
required to transfer a specified sum to each of the opting out
boroughs to enable them to provide education from September 1989
to March 1990. Powers would need to be taken in the Education
Bill and exercised by Order; the financial Order would need to be
separate from and subsequent to the Order for the transfer of
functions because of the time needed to gather information and
carry out consultations before it is laid.

3. The legal provisions would be more complex than in the LRT
case. First, I would need to determine not only the sum which the
ILEA should hand over but also how it should be divided among the
recipients. Secondly, the recipients are part of the existing
grant distribution system. Steps would need to be taken to ensure
that if they spent more or less on education than the sum they
received from ILEA, they would not gain or lose grant as a result.
This would involve redefining total expenditure for these boroughs
in 1989-90 to exclude their education expenditure and income from
ILEA.

4. The calculation of the sum to be transferred from the ILEA to
each of the opting out boroughs would need to be based on the
expenditure level of the ILEA in 1989-90 and the notional
education GREs for each of the inner London boroughs (these GREs
would have also to be defined in the legislation). A difficulty
would arise if ILEA's budget for the year, as it has in the past,
exceeds its expenditure level. 1In this event the opting out
boroughs would take over spending liabilities which they were
unable to meet from their share of the ILEA expenditure level.
The scope for savings particularly on staffing would be limited:
decisions need to be taken before the start of the academic year.
They would be unable to raise rate revenue in-year. Unless they
had taken the undesirable step of raising a rate which would
enable them to swell reserves, they would be potentially in
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.serious difficulties. Under such circumstances, early transfer
would not deliver the political advantages which the boroughs

. seek.

5. The ILEA would almost certainly challenée my decision on the
sum to be transferred in the courts. The LRT experience suggests
that the risk of successful judicial review is considerable.
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E(LF)(87)30: THE EXPENDITURE OF THE ILEA) )
FUTURE FUNDING OF POLYTECHNICS AND COLLEGES)

TOPPING-UP

Since the discussion in E(LF) on Monday 27 July did not rcach Mr Baker's proposals
for dealing with ILEA's topping-up of 1its polytechnics and colleges after
their transfer out of the LA sector which were set out in his paper E(LF)(87)30,
you wished to write to Mr Baker. This submission provides advice on topping-up
in ILEA and also in England as a whole which Mr Baker raised in his letter

of 23 June and on which Mr Ridley commented in his letter of 16 July.

Bac ound

2 Polytechnics and colleges are mainly funded from the Advanced Further
Education (AFE) pool which is set and allocated by the Secretary of State
but to which the local authorities contribute on a formula basis. Some LEAs,
notably ILEA, choose to top this up with their own moncy. It has already
been agreed that the transfer of polytechnics and colleges should be made
financially neutral as between taxpayer and ratepayer and that this will be
achieved for the £750 million pool expenditure by reducing LA provision and

deduction from AEG. The issue still to be resolved is what to do about

Loppling=up.

3% DES estimate that in 1987-88 topping-up is running at about £30 million
of which ILEA's share is about £15 million (compared with their pool allocation
of £89 million). Topping up can be divided into two sorts of expenditure.
The first is payments for extra services which an LEA wants its institutions

to provide such as INSET (in-service teacher training) courses or access courses
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.ethnic minorities. The second is to finance more lavish provision across
the board ie a general subsidy. The consultative paper on the transfer of
polytechnics and colleges (as does the White Paper on higher education - Cm
114) makes it clear that the 'Government expects LEAs to phase out any general
subsidies before the transfer' though it leaves it open to authorities to

continue payments for specific services not covered by the pool.

Mr Baker's proposals

I For both ILEA and LEAs in general, Mr Baker is concerned that topping-up
of the subsidy kind will not be squeezed out by 1 April 1989, the date of
the transfer. His present estimate is that the sum to be dealt with will
be about £20 million (though further information is to be sought from LEAs
to establish the actual position nearer the time). Since most of that money
will be for staff, Mr Baker argues that it cannot be cut at a stroke but will
have to be phased out over 3 years from the transfer. Mr Baker proposes that
the cost of this should be offset on LA provision, which would be secured
by deducting it from AEG. He says he has considered and <Bjected the argumentf
for recovery from the responsible TFA on grounds of practicality and principle.
We are not convinced, however, that it would not be practicable to take a
power to recover the money and we do not see what is wrong from doing so even
if the need for it arises from past spending decisions of LEAs. The authorities

knew that those decisions had implications for future years.

B Mr Ridley argues forcibly in his letter of 16 July against Mr Baker's
proposal. He thinks it would both validate what is effectively overspending
and 1ift the burden of paying for it from the local ratepayers at the expense

of ratepayers generally.
6. We recommend you to support Mr Ridley, particularly as there is the further

point that Mr Baker's proposal would remove all incentive for LEAs to comply

with the Government's policy of reducing topping-up before the transfer. A

NI

N M KAUFMARN

draft letter is attached.
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E(LF)(87)30: THE EXPENDITURE OF THE ILEA
FUTURE FUNDING OF POLYTECHNICS AND COLLEGES

In discussion of your paper on ILEA in E(LF) on 27 July we did not reach the issue
of what to do about ILEA's topping-up of its polytechnics and colleges. This letter
provides my comments on your proposals for TIEA and, since thecy arc the same, uu your
proposals for dealing with topping-up of all polytechnics and colleges in England after
their transfer from the local authority sector which were put forward in your Iletter

of 23 June to Nicholas Ridley.

2. My starting position is the agreed policy that the transfer should be financially
neutral as between the ratepayer and the taxpayer. Clearly, any phasing out of
topping-up after the transfer must be offset by a deliverable reduction in Ilocal
authority spending. Your proposal would do that; but I share Nicholas Ridley's view
that simply adjusting LA provision and AEG on a national level would validate what
amounts to overspending by certain particular authorities, and would absolve them of
the responsibility for paying for it by spreading it across authorities generally.
I am concerned, too, by a further point. Your proposal would also remove the incentive
on LEAs to reduce their topping-up before the transfer. It is our agreed policy for
topping—up to be squeezed out as far as possible before 1 April 1989, and that calls
for an incentive on the authorities concerned to rein back, not a signal that their

spending above the pooled level will be visited on others.

3 It seems to me that, to deal with this limited issue of topping up, the right
course must be to recover the cost of any necessary phasing out from the particular

authorities who will have incurred it. You raised doubts about the practicability
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(CNSCious
autMrities to pay for the immediate consequences of their cenelusiens spending

anc’he principle of this. On the principle, it seems reasonable to look to local
decisions. On the practicalities, I can see that direct recovery would not be as
straightforward as deduction from LA provision and AEG. But if we leave aside that
topping—up which is payment for specific services (where it will be for LEAs to decide
whether they wish to continue contracting with the transferred institutions), then
I am not convinced that it would be wholly impracticable to identify and recover that

part of any remaining general subsidies which could not be withdrawn immediately on

transfer.
b, I would therefore be grateful if you would consider the recovery option again.

5% I am copying this to Nicholas Ridley and other members of E(LF), and to Sir Robert

Armstrong.

JOHN MAJOR
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NON-DOMESTIC RATING

Mr Ridley has replied to your letter of 17 July on the operation
of the non-domestic rates (NNDR) pool under the new system of

local government finance.

2% He agrees with most of the points which you raised. But
there is one critical issue outstanding: what to do if payments
out exceed payments in at the end of the year, despite all the
precautions taken. You need to make clear that you will not
agree to meet a deficit on the NNDR pool from the Exchequer e.g

by exceeding Vote provision for grant to local authorities (ILAs).

Background
3ia Notionally, LAs would pay all their non-domestic rates inta
a pool. The proceeds would then be redistributed to all LAs

as an equal amount per adult. It would be ridiculous to do this
in practice. LAs can keep much of the non-domestic rates which
they collect and pay the net amount due from them, or receive
the net amount due to them, from the pool. But a further practical
simplification is also possible. Because the pool will be held
by central government and because all LAs will receive revenue
support grant, the net payments of non-domestic rates can be
offset against payments of revenue support grant. Most LAs'
RSG entitlements exceed the net amounts of non-domestic rates

due. It is thought that only Kensington, Westminster and the
City of London will in practice be cash contributors to the NNDR

pool.



' Discussion

4. You proposed a fixed schedule of notional payments into
and out of the pool to maximise incentives upon LAs to collect
their non-domestic rates promptly. You also suggested a small
safety margin, generated through payments being set marginally
above payments out. Mr Ridley agrees. In practice, the great
majority of LAs will receive grant payments from DOE, adjusted
for forecast net NNDR payments and LAs will keep much of what
they collect in non-domestic rates So LAs will have a clear

incentive to collect rates properly.

B4 Mr Ridley suggests three cases where this mechanism may

fail and the notional payments will need adjustment.

(i) Individual LAs may suffer an unanticipated in-year
loss of rateable value, perhaps because of the closure

of a major factory.

(ii) One of the very few net contributors to the pool may
be unable to pay because of computer failure or

industrial action.

(iii) The aggregate forecast of receipts may be too high,

because of successful appeals in the first year. The

small safety margin could then be exhausted.

b The first case wonld cause the LA to borrow and would lead
to an unjustifiable interest burden upon an LA which, through
no fault of its officers cannot raise the rates burden set in
the payment schedule. I recommend that you agree that the schedule
of payments should be adjusted in such cases provided that there

is a de minimis 1level, such as 5%, for the extent by which an

authority's rateable value must fall before any adjustment is
made. (This should apply to exceptional losses in rateable value.

We must not compensate just for an authority's forecasting errors.)



y B But there should also be an incentive or requirement for
~As which have collected more than forecast to pay over the excess
promptly (or seek adjustments that will 1lower revenue support
grant payments). If LAs pay over such sums after the financial
year to which they relate and after the valuation list has been
amended, they should also pay the interest which they have earned,
or been deemed to have earned, on funds which really belong to

the pool.

B The second prohlem - a failure ol a net contributor to the
pool to pay - is both unlikely and not very serious if the delay
is only for a few days. But it is clearly the LAs responsibility.
Notice should be given in advance, whenever this is possible,
that payments will be late and interest should be charged daily

on amounts outstanding.

9. On Mr Ridley's third problem, I recommend that you agree
that Vote provision can be drawn upon to balance the pool "on
any particular day" (his words) i.e in-year. But you must draw
the line at payments of Vote provision which would exceed those
planned for the year as a whole. LAs will have forecast the yield;
and non-domestic rates are raised to pay for local government.
It is local authorities| should bear the risk and interest burden
of a shortfall at the end of the year brought about by too high
a forecast of yield across the country. (This would involve

a running down of cash balances and some short term borrowing.)

10. The risk of such a shortfall is greatest in the first year
of the pool when many challenges will be made to the 1Inland
Revenue's revaluation of property. But Mr Ridley provides no
evidence of the possible extent of this from previous valuations;
and any first year concessions may be extended to subsequent
years, on the grounds that account must be taken of the backlog
of appeals, or to subsequent revaluations. This is just the sort
of problem which should be met by setting an adequate safety
margin to begin with, rather than extending a guarantee from

the Exchequer.



‘| Duty to consult business

11. You suggested that abolition of the duty to consult might
give the wrong signal on the importance attached by the government
to co-operation between business and LAs. Mr Ridley suggests
that as some amendment is needed (because they can no 1longer
consult on the 1level of the rate), DOE should seek the views
of LAs and others in the consultation paper on amendments to

rating legislation. I recommend that you agree.

Conclusion

12. Mr Ridley is concerned about who will meet a shortfall on
the non-domestic rates pool. You can offer some in-year
flexibility in the case of major 1losses of rateable wvalue or
delays in cash payment, but the burden between years should be

left to local authorities.
13. A draft letter is attached.
l4. Accounts agree.

N I HOLGATE



DRAFT LETTER TO:

The Rt Hon Nicholas Ridley AMICE MP

Secretary of State for the Environment

Department of the Environment

2 Marsham Street

LONDON

SW1P 3EB July 1987

NON-DOMESTIC RATING
Thank you for your letter of 24 July.

I am now broadly content with your proposals
for the operation of the national non-domestic
rates (NNDR) pool. I am ' grateful . feor "vour
agreement to fixed schedules- of payments into
and out of the pool. And I quite accept that
local authorities' payments will need to be
adjusted after the end of the year when the final

rate product is certified.

You raised the problem of individual authorities
which suffer wunanticipated losses in rateable
value, because of events such as a factory closure.
I think that there is a case for an in-year
adjustment but only if the 1lnss of ratcablec value
is significant, say 5%. I hope you would also
agree however that there should be some incentive
on authorities that have been able in practice
to collect more than the amount forecast (because
of unanticipated increases in rateable vélue)

to surrender these amounts to the Exchequer.



This might be achieved by charging interest on
those sums which have not been surrendered before

the end of the financial year.

I am also content for Vote provision to be called
on & Gnliny hagx

upon, in-year( to meet a shortfall on any

particular day. But we would expect these—uMB

authorities| to give reasonable notice if they

are aware that payments will be late; and interest

{xould be charged daily on the amount outstanding.

The final possibility you menlion is that outturn
yield could fall below that expected because
of successful appeals against valuation across
the country. I cannot accept that the Exchequer
should pay out more in aggregate than is planned
for the year as a whole (plus the safety margin).
Local authorities will have forecast their non-
domestic yield. Non-domestic rates pay for local
government. Local authorities should bear the
risk of a shortfall in payments through successful
appeals. We must minimise the risk of a
significant shortfall in the first year through
the safety margin, not a guarantee from the
Exchequer, and through careful scrutiny of LAs'

assessment of their non-domestic rate income.

Duty to consult business

I agree that we should proceed to consultation

on whether the duty to consult business should



' be adapted or dropped altogether.

I am copying this 1letter to members of E(LF)

and to Sir Robert Armstrong.

JOHN MAJOR
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STATISTICAL PRESS NOTICES

The Chancellor was grateful for your minute of 24 July. He
discussed this briefly with Sir P Middleton, who said he wouid
discuss with you how to take this forward in conjunction with
separate work already in hand on the quality of economic
statistics. As well as the two points you raised (comparing
movements over different periods, and underlying trends), there is

an additional point concerning the procedures for revisions.

A C S ALLAN
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FROM: RCBERT CULPIN
DATE: 24 July 1987
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s Sir Terence Burns
Sir Geoffrey Littler
9 Mr Cassell
¥// Mr Scholar

\\(;\ " Miss O'Mara

L Mr Pickford
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f \ \ [ Mr Towers

STATISTICAL PRESS NOTICES

There seems to be no consistent convention to the treatment of

gtatlstlics in gowernment -press notices. Is it worth taking this
up?

2% Two points in particular.

3ie First, different press notices compare movements over different
periods. All, I ¢think, give some sort of 12 month comparison;

most give the latest month or cuarter on the previous one. Some

have three month comparisons, some six month comparisons. (Notes
attached.)
4, Second, sore give underlying trends, some don't. The

government claims to know underlying unemployment, earnings, exports
and imports, but not (say) prices, output, the PSBR or mnoney.
And different underlying trends are calculated on different bases:
exports and imports are largely mechanical, unemployment and

earnings judgemental.

5w I am not fussed about different time periods. The general
presumption must be that there is information in all the various

comparisons, so more is probably better.




6. But I do wonder about underlying trends. I am not at all
sure either that I believe them, or that it helps the government
to have them, or that they are "facts". And it can look a bit
odd to parade underlying trends for some statistics and say we

can't even seasonally adjust others.

e There are differences in the prose, too. But that is another

story.

8. If you think it worth 1looking at this more systematically,
we could take it up with the CSO at official level. Differences
in practice have clearly grown up by accident, and we could consider
whether they are Jjustified. We put some effort a while ago into

aligning publication times: this would be a similar exercise.
8. But no one is agitating about it, and there 1is always a case
for letting sleeping dogs lie. There is certainly no point in

raising it if you are not interested.

9. Is it worth any work?

7
/e

ROBERT CULPIN



1

3110/28

A. Bank of England

MONEY AND BANKING FIGURES (1 May 1987)

Latest month's change on previous month
latest month's change on 12 months previously
no steer/gloss

no Nnrps to Fditors

B. Central Statistical Office (and Treasury for PSBR)

CONSUMERS” EXPENDITURE (PRELIMINARY FIGURES) (30 April 1987)

Latest quarter's change on previous quarter

latest quarter's change on 12 months previously

no explanations

Notes to Editors Wewe a standard caution about preliminary

figures

PUBLIC SECTOR BORROWING REQUIREMENT (16 April 1987)

Latest month for key components

cumulative totals in financial year compared with cumulative
total 12 mornths previously

selective comments: eg on privatisation receipts and on
EC advances; otherwise flat presentation

Notes to Editors contain one or two standard cautions

on interpreting the figures

CYCLICAL INDICATORS (15 April 1987)

monthly qualitative indications
charts are included

Notes to Editors are standard explanations

INDUSTRIAL PRODUCTION (14 April 1987)

Latest 3 wewthy change on previous 3 msntly,
latest 3mowhy change cn 12 months previously
but monthly indices available in table

charts are included

no Notes to Editors



’D. Department of Trade and Industry

CREDIT BUSINESS (11 May 1987)

- latest month's change on previous month

- latest 3 mewthy’ change on previous % wwudlhy

- a newsy steer in the text (eg "a record level of credit")

- tables carry monthly figures

- Notes to Editors are mainly explaratory, but mey carry

cautions on interpretation

TRADE FIGURES (1 May 1987)

- latest month compared with previous month

- latest 3 wwllisc compared with previous 3 ety
- some interpretation of monthly figures

- commentary on underlying trends

- Notes to Editors are standard

PRODUCER PRICES; INPUT PRICES (13 April 1987)

- latest month's change on previous month
- latest month's change on 12 months previously
- some interpretation of monthly figures

- Notes to Editcrs are mainly standard explanations

CAPITAL SPENDING (14 February 1987)

- latest quarter's change on previous quarter
- latest quarter's change on 12 months previously
- some commmentary in the text

- Notes to Editors are standard explanations
E. TREASURY

RESERVES

- latest and previous month's figures

- Notes to Editors contain standard cautions and regular

analyses.



‘ TAX AND PRICE INDEX (10 April 1987)
- Latest month's change on 12 mcnths previously
- but monthly indices available in table

- Notes to Editors contain regqular/timely explanations

C. Department of Employment

LABOUR MARKET STATISTICS (15 April 1987)
(UNEMPLOYMENT; EMPLOYMENT; VACANCIES; EARNINGS;
UNIT WAGE COSTS; HOURS; PRODUCTIVITY; DISPUTES)

- Latest month's change on previous month
(unemployment, employmert; vacancies)

- latest mcnth's change on previous 12 months
(ditto; plus underlying earnings)

- latest 6 months’ change (average monthly) on previous

6 months
(unemployment - seasonally adjusted)
- latest quarter ccmpared with rreceding quarter; plus

additional gloss

(employed labour force)

- latest 3 meowths’ change on previous quarter and on 12
months previously
(manufacturing employment)

- tables show:
- monthly index
- latest month's change on 12 mcnths previously

- latest 3 meoulig’ change on previous 3 months

(unit wage costs; productivity)

- Notes to Editors are standard explanations

RETAIL PRICE INDEX (10 APRIL 1987)

- latest month's charge on previous month

- latest month's change on 6 months previously
- latest month's change on 12 months previously
- brief explaration for morthly change

- Notes to Editors are standard explanations
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CAPPING THE COMMUNITY CHARGE

No.1l0 have asked for Mr Ridley's minute of 28 July to be on the

agenda for E(LF) tomorrow.

2 It has been agreed that the Government will retain a power
boiscap: S communitys echargesi  during and' ' afiter ‘the transitiecnt

Mr Ridley wants agreement to a scheme with two main points:

19 on the Scottish model, a power to reduce community
YOURS] tRona,
charges in-year, and—not before local authorities fix

thelr budgets; and

(ii) that authorities should be community charge
capped 1if either the 1level of their charge or its

increase 1is too large in itself, and not by reference

Lo their expenditure.

S I recommend that you agree, subject to two important
modifications which are described below. Further work is needed,

particularly or capping during the transition.

In—-Year Capping

N dhessmain attraction  of i thei Seottish. model 'is that ‘action



will be taken against an authority immediately it sets an exccazsive

.community charge. This is much better than the present English
system of rate—-capping, where action 1is not taken until the
following year. For example Ealing and Waltham Forest cannot
be rate-capped until 1988-89, despite rate increascs above 50%
for 1987-88.

5 However, the Scottish approach has a potential drawback.
Authorities get no early warning of a community charge cap, which
would allow them to set their plans and budgets to live within
their means. There is 1little concrete evidence that the Scottish
system 1s effective 1in reducing 1local authorities' expenditure
and increasing their efficiency. Faced with a shortfall in rates
income part of the way through a financial year, they have tended
to resort to devices like selling capital assets (usually pictures
from the Art Gallery in the case of Edinburgh) and offsetting
the receipts against additional capital expenditure which, in

turn, compensates for reduced current spending.

6. The English system gives authorities advance warning of

YOG Ko L
'Aéd that this equally

gives them time to evade the effects by creative accounting.

their rate caps. It has fto be

Lo r recommend that you agree to Mr Ridley's preference for
in-year action. But, on balance, I further recommend that you
argue that DOE should announce by each Autumn the criteria which
would make authorities potentially 1liable for community charge
capping 1in the following year. As loop-holes  are closed,
authorities will have 1less scope for creative accounting. And
they will® ‘have a better ‘opportunity to "respond .by reducing

expenditure, even 1if one cannot guarantee they will take it.
If they get no warning it will in practice be too late by about

July of any financial year for them to take much serious action.

Taking No Account of Expenditure

83 We are concerned both to control 1local authority income

and to influence their spending. A complete control ovecr income



would be advantageous in dits own right, and in addition full

’control overroness sidesiof« the raceount "would iput :us  dnia. better

position to influence the other side.

9. At present, the Scottish and English systems treat
rate—-capping as an instrument to influence spending by requiring
the Government to have regard to an authority's expenditure in
decliding  whether or not to rate—-cap it. Mr Ridley's proposal
to take action without reference to 1levels or increases in
expenditure, based solely on the community charge itself 1is
therelfore ‘welcome . “This '1s: cohslsterit ‘with. the ‘fact ‘that. almost
all the Government's controls operate on the income side of 1local
authority accounts, and borrowing controls in place of capital

expenditure controls will extend this approach.

10. However, on Mr Ridley's scheme, Government control of 1local
authority income, even for a community charge capped authority,
will still not be complete. Authorities will continue to Dbe
able to draw on balances and special funds, and may find ways
of finding new sources of current income despite new borrowing
controls. These additional funds will also be available to finance

excess spending.

11. I therefore recommend that you argue that selection for
community charge capping should take account of the amount of
income available to a local authority from balances, special
funds and other sources; and that the level of community charge
imposed on an authority should depend on the income it should
be able to raise from such sources. Details will need further

work, including the links with borrowing controls.

Transition

12. DOE have not fully thought through how community charge
capping will operate during the transition. Domestic rates will
then be set centrally, and they recognise that capping must operate
on the uncontrolled community charge element. But further work
is needed to ensure that LAs are selected for capping if the

total domestic tax bills are excessive; there must be no incentive



on_them to inflate rates in 1989-90 and retain the benefit for
'as long as transition lasts.

Conclusion

13. I recommend that you support Mr Ridley's community charge
capping proposals 1in broad terms, but subject to two important

modifications:

&L authorities should be forewarned, perhaps in
the preceding Autumn, of the criteria which would render i
them liable for community charge capping in the following %k

t'inancial year;

(19 both the criteria for selection for community
charge capping and the level of community charge imposed
should take account of actual and potential miscellaneous
sources of revenue available to local authorities from
balances, special funds, residual creative accounting

devices etc.

These two modifications are a package: 1if the Government can
take account of creative accounting and miscellaneous income
there will be less 1incentive on 1local authorities to respond
to early warning by using such devices, and a better prospect
that they will feel obliged to constrain spending and improve

efficiency.

14. A suggested line to take and points to make in discussion

are attached.

R FELLGETT
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Line to take

Broadly content with Environment Secretary's proposals, subject
101K

(1) early announcement (eg by the preceding autumn) of
the criteria that would make authorities 1liable to
charge capping in any financial year;

(ii) powers for the Government to take account of
miscellaneous « income, . balances, special funds etc.,
both in selection for charge capping and in the level
of charge imposed.

Officials will need towork up the scheme, and clarify the links
with transition (which involves powers to 1limit residual domestic
rates in all authorities) and with a new capital control system

(which is likely to involve new borrowing controls).

Points to make in support of the modification

A FEarly warning will allow LAs to plan and budget to 1live

within their means.

25 By July din any financial year, LAs have limited scope ¢to

adjust their priorities.

S Recognise that early warning also gives LAs more time to
evade the criteria. But this is above all a problem of creative
accounting within the present rate—-capping scheme based on
excessive. ‘expenditure; the Environment Secretary's proposals
would not base selection on expenditure, which LAs have learnt

to manipulate, but on the actual community charge.

4, Taking account of other income in the level of charge imposed

i1s necessary to prevent charge—-capped LAs from financing excessive
spending from balances or special funds or new creative accounting

(if loopholes are not closed).

Die Taking 1t 1into account 1in selection for charge-capping,
i1s necessary to avoid new incentives to devise new creative-

financing dodges to evade selection.

e ——————— s




CONFIDENTIAL

ANNEX

CAPPING THE COMMUNITY CHARGE

1. This note outlines proposals for a scheme of "community charge capping" in
England and Wales. This would operate during a transitional period leading to
full introduction of the community charge and could operate indefinitely

thereafter.

General

2. The shape of the scheme would be similar to that adopted in Scotland, which
in turn was based on the existing Scottish system of ratecapping. The essence
of that system is the Government taking in-year action to reduce bills as soon
as possible after they have been sent out, rather than reacting to a council's
excessive spending plans for one year by limiting its expenditure through a cap
on the rate or charge in the following financial year. The scheme outlined
below does, however, include some variants to the Scottish model, some of which
are needed to take account of the conclusion reached at E(LF) on 2 July 1987

that the charge should run alongside rates during a transitional period.

Selection of authorities for capping

3. The approach in selecting authorities for‘éépping under the new system would
operate as at present in England and Wales by the application of general
principles which determined what was excessive. It should, however, avoid the
present difficulty under the English system, of authorities manipulating the
presentation of their budgets to reduce their apparent expenditure, by
concentrating instead on the revenue actually raised from-ratepayers and
chargepayers through an authority's precept on the Collection Fund. (This is
the fund on which local authorities from both tiers will precept for the income
to finance their spending. Into it will be paid the needs grant from central
Government, income from the national non-domestic rate, and receipts from the
charges levied by both tiers on ratepayers and chargepayers.) This precept is

in effect a proxy for the authority's spending.

4. The principles for selection would be based afresh each year on a

combination of some or all of the following factors:




(a) a cut-off to exclude authorities where the absolute level of the
precept, or the precept per head of adult population, was below a specified

figure;

(b) an excess of the overall precept, or the precept per head, over a
specified margin above the amount implied by the Government's assessment of

an authority's need to spend;

(¢) an excess of the overall precept, or the precept per head, over a margin
specified in cash or percentage terms compared with the preceding year (with
provision to make a notional comparison with the last year before

transition).

As at present, the selection criteria could distinguish if necessary between
classes of authority, and between those capped in the previous year and those
not. At the end of the transitional period, the notion of '"precept per head"
would equate directly with the level of an authority's gross community charge
per adult. By limiting this gross charge, the charge net of grant and non-

domestic rate income would effectively be limited too.

5. The aim of the selection criteria powers would be to provide the Secretary
of State with sufficient flexibility to cap authorities where the level of gross
charge, or the year-on-year increase, or a combination of both, was excessive.
The powers would be drafted both to exclude explicit duties on the Secretary of
State to make judgements about what is '"reasonable'" on local authorities' part,
and to minimise within the areas of discretion open to him the number of points
where the implicit duty to act reasonably could give rise to legal dispute. The
aim here would be to make decisions on selection for capping as proof as

possible against challenge by judicial review.

Securing reductions from the capped authorities

6. At the same time as the announcement of selected authorities (probably in
the second half of April) the Secretary of State would notify them of the
provisional limit he was placing on their precept on the Collection Fund. This
would probably be done by reference to general principles to reduce the risk of’
legal challenge to the use of his discretion affecting individual authorities.
An authority would be able to apply for the limits on its precept to be fixed

somewhere between the level it had set and the provisional limit notified by the



Secretary of State. To do so it would have to submit its application and
various prescribed information before the end of a specified period (probably by
late May); and it would also be able before the end of that period to submit any

representations in support of the application.

7. The Secretary of State would aim to reach a decision on applications by the
end of June. If he were to decide that an authority's original precept should
stand, he would formally notify the authority of the fact. If he decided on a
lower figure, this would be prescribed in regulations subject to affirmative
resolution in the Commons (during the course of July). The legislation would
need to provide some form of parallel to the existing powers under ratecapping
to reduce the provisional limit or, if allowing a higher limit, to impose

conditions relating to the authority's expenditure or financial management.

8. Once an authority was in receipt of a statutory notice limiting the amount
it could precept on the Collection Fund, fund managers would be under a duty to
ensure that no more than the new amount was levied for the authority or paid to
it for the year as a whole. The authority itself would be required within a
statutory period to reduce its level of charge by the appropriate amount: #E Sk
failed to act before the end of that péfiod, the original charge demands would
become invalid from that point. In the tfansitional period, all of the
reduction would fall on the community charge rather than on the residual rate
element (subject to a minimum reduced level of charge, to prevent cases where it

might otherwise be reduced to an impractically small, or even negative amount).

Department of the Environment

July 1987
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E(LF): COMMUNITY CHARGE - TRANSITIONAL ARRANGEMENTS

E(LF) on 27 July agreed that there should be a four year phasing
in of the Community Charge (CC) in most of England. Mr Ridley
was askad to bring forward proposals for further special
arrangements for London: this would involve using part of
London's own NNDR proceeds to provide for a five year transition
in inner London. He was also asked to consider the case for

a £75 initial CC as against £100.

Proposal
2 Mr Ridley's minute of 29 July to the Prime Minister proposes
an ainitral. . QC - of  ER00 He also outlines a possiblza scheme

for special transitional help to inner London comprising:

i) additional money to keep down the CC in inner London
chanelled through the safety net from 1991-95: this
amount (just over £200m) would be met by chargepayers
outside  inner  London ' f{there " is" no cost 'to the

Exchequer) ;



ii) rates would be phased out over 4 years in London

. as elsewhere.

But Mr Ridley does not commend this arrangement to colleagues.
He argues that it would add to the complexity and obscurity
of the transition, and would require a subsidy for inner London
from the rest of England. He therefore proposes no special

arrangements for London.

Assessment
3. We share Mr Ridley's view that the scheme outlined in
his memorandum is unacceptable. Even if the 'special London

arrangement' 1is presented as earmarking part of London NNDR
proceeds to help inner London boroughs, it will be understood
by the 1local authority assocations and other pressure groups
as a subsidy to London from other parts of the country. In

an earlier E(LF) paper, E(LF)(87)28, Mr Ridley himself pointed

out:
" ..it would be extremely undesirable to pay for further
rediictions «in:.Beondon’ by := dn effect = . a surcharge =on
CC payers elsewhere: our supporters are urging strongly
that, whatever else we do, we do not make the north
contribute financially to alleviating the problems of
London."
4. In more detail, the main disadvantages are:-
a) it would be inequitable between different areas of

the;centufz) in some areas like Liverpool and Brentwood
@ CC .55§€T§/ could well end up paying higher charges
than those in inner London boroughs which they are
helping to support (see Annex A attached); and there
may, by then, be other authorities spending
proportionately even more above assessed need whose

chargepayers would receive no subsidy;



b) it would essentially be a subsidy towards overspending
i' partly ‘by “ILEA: but'  ‘also by certain ‘"loony: left'

councils;

) it would distort 1local accountability everywhere
for five years; so one of the main benefits of phasing
in the CC elsewhere in four years would be lost and

accountability would still be distorted in 1995;

(d) moveover there is a danger of the special London

arrangement becoming a permanent element of the new

grant scheme = again undermining the improvecd

accountability which is at the heart of the PLG regime.

5% Given the drawbacks, you may wish to accept Mr Ridley's
conclusion that there should be no special arrangements for
London. We have now secured a four year nationwide transition
period and safety net for England. And it will remain open
to Ministers later to change the duration of the transition

since it will not be laid down in the Bill.:

A five-year transition

612 But there remains the concern about inner London and the
likely path ‘of the CC, not' least for the new taxpayer, over
the transition period. You may therefore wish to float again
the alternative of a five year phasing in of the CC and a safety
net Lhroughout England. Inevitably that means re-opening the
E(LF) decision to opt for a four year transition in most of
England. But if the scheme to help London is not to involve
a reasonably transparent subsidy from the rest of the country,

it must be on a nationwide basis.

7 The main attractions of five year transition, relative

to that in Mr Ridley's memorandum, are:

= it would be symmetrical and equitable across the

country, a genuine phasing in for winners and losers;



= it would involve no special London arrangements and

hence no identifiable subsidy to London from the

rest of the country;

= it avoids an overt subsidy to overspending London

boroughs; and

= it should avoid the permanent damage to accountability,
implicit in any special arrangement for London, no

matter how long it lasts.

B& As table B shows a five year transition would make only
a relatively small, if beneficial, difference to the levels
and rates of increase in CC in London. But it would give longer
to address London's problems. There may also be wider
advantages, as noted in previous submissions, from a slower
and harmonized “in tandem with the NNDR} five year transition

throughout England.

Initial Community Charge

9. We understand Ministers were close to agreement on an
intial CC of £100 at the previous E(LF) discussion. A starting
CC of £75 would make very little difference in practice to

the rates of increase experienced within a four or five year

transition. On balance, we recommend that you accept an inital
cc of £100.

Wales

10. A separate note is attached at Annex C.

Conclusion

11. Several weeks ago, Mr Ridley proposed the complete abolition
of domestic rates in 1990. Then he proposed a three year
transition from rates to the community. Now he is prepared

to agree to a four year transition.



We recommend that:

L)

ii)

you consider putting forward a 5 year transition
throughout England as an alternative means of

supporting inner London;

1f =~ this. attracts no;. suppert,. iyou tcowld -reluctantly

accept no special help for London;

114 ) you-accept ansinmitial ;CC of “£100%

EAaf% Hg V{l;

B H POTTER



ANNEX A

CC TRANSITION

. Inner London includes three boroughs whose full community charge
would, in 1987-88 have been below £450.

£

Kensington and Chelsea 370

Wandsworth 435

Westminster 396
Given a few years' growth in spending (at different rates) the

community charges in the following districts need be 1little
different in the 1990s.

Charge 1987-88

£ Years to match
Kensington at
differential growth

of 5%
‘ Brent 283 6
Ealing 278 6
Haringey 329 3
Newham 304 4
Waltham Forest 365 1
Liverpool 301 4
Doncaster 280 6
Newcastle-upon-Tyne 292 5
Brentwood S819 2
Harlow il 4

(Rate-capping will restrain growth but encourage creative

accounting, the effects of which will come through in the 1990s.)



ANNEX (g .

®

.MM'U'NITY CHARGE TRANSITION: THE MARRIED COUPLE

Average annual increases
in the total bill
Final charge

no safety Years of transition

net (£) i 4 i 5 E
Camden 1564 ; 209 21% 5 167 17% ;
Greenwich 1216 : 193 29% % 154 22% ;
Hackney 1382 ; 180 20% é 144 16% E
Hammersmith & Fulham 930 ; 138 25% % 110 20% E
Islington 966 ; 119 19% E 95 15% é
Kensington & Chelsea 740 ; 45 7% % 36 6% E
Lambeth 1094 ; 152 22% g 121 18% E
Lewisham 1354 ; 189 23% E 151 18% ;
Quthwark 1140 ; 170 25% E 136 20% ;
Tower Hamlets 1278 E 196 27% ; 156 21% 5
Wandsworth 870 ; 126 24% : 100 19% E
Westminster 792 E 17 2% E 13 2% é

i

Initial charge 4 100
Rateable wvalue 80%0f the average
Number of adults 2



. ANNEX C

WALES

Mr Ridley's minute to the Prime Minister seeks a faster phasing
out of the safety net in Wales (four years rather than the
ten proposed by Mr Walker) and a transitional period [or the
abolition of rates, so that the introduction of the charge

is identical with that in England.

25 This seems unnecessary. There is 1little purpose in
consistency between England and Wales when Scotland's approach
(at least on transition) is so different and conditions in

Wales are different from those in England.

(a) There is much smaller variation in charges than in

England.

(b) The charge to be introduced is on average lower than
that in England (£136 compared with £215).

(c) There would be a 1larger proportion of very small

rates bills to be collected.
(d) There is 1less risk in Welsh LAs becoming dependent
upon a new form of raising tax than there is in inner

city areas in England.

B You should therefore oppose Mr Ridley's suggestion that

rates should be retained. But, the same arguments point towards
{ a fast phasing out of the safety net. Levels of charge could
\ then be consistent across the principality. You should therefore
\\ agree with Mr Ridley that four or five years would be sufficient

\\ te that.
N
N i 9
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COMMUNITY CHARGE: TRANSITIONAL ARRANGEMENTS

E(LF) on 14 July agreed that there should be a phased introduction
of the Community Charge and that Mr Ridley should exemplify
‘ further the transition arrangements. Decisions are now required
onuirthe flength. of  the transition 'period, and ‘on .the " initial
Community Charge (CE):. (These will ©be used for "public

presentation: neither will be specified in the Bill.)

2% We recommend that you continue to argue for a five year
transition. Thewarquments: for gan ainitiali '€ .o IES50 Srrs = atrilg
£100 are more finely balanced, and you may wish to argue for
no final decision yet. Agreeing to £100 could be worthwhile,

however, if it helped secure acceptance of a 5 year transition.

Assessment

B In the memorandum E(LF)(87)35 the following arguments are

seen as relevant to the decisions on the transition arrangements:

ds) the need to give individuals time to adjust;

ii) the need to give LAs with high spending time to adjust;




' iii) the desirability of a short transition period; and

iv) 'the desirability . of., avoiding - turbulence - in. 1local

. government finance during transition.

Implicity Mr Ridley attaches more weight to arguments iii) and
iv) than the first two. The supporting points made, in striking
that balance, are that it would bhe uneconomic Lu collect small
residual rate bills and low initial CCs; would secure earlier
the greater accountability under the PLG regime; and would not
help London, since under any option, inner London is 1likely to

remain a problem at the end of the transition.

4. In our view, neither these arguments nor the supporting
evidence 1in the accompanying tables substantiate Mr Ridley's
conclusion that a 3 year transition and a £100 initial CC are
the best transitional arrangement. A longer transition and lower
initial CC would mitigate, though not eliminate, the most adverse
distributional consequences of the change from rates to Community
Charge on inidividuals and households. And that has important
. timing and presentational advantages for the Government. Your

main attack should be on the length of the transition.

The Transition Period

5 The range of districts and households exemplified are fair
and representative. Annex A discusses what they show. They
focus on levels of domestic bills (rates + CC). They do not

clearly illustrate the rate of changes in bills; and they give

no information on the numbers affected, under different transition
options. Yet both will be particularly important in shaping
public perceptions of the CC. In particular, you will wish to

draw attention to:

(a) the percentage and absolute increases in CCs for those
paying towards local government for the first time

(under different transition periods);



(b) the percentage and absolute increases in CCs faced

by ordinary households in the worst hit authorities;

and
(c) numbers of losers and the extent of their losses.
s First we have examined the position of the new taxpayer,

typically a young or elderly person living with relatives who
has not shared in paying the rates. On a three year transition,
with a starting CC of £100, new taxpayers in over 150 districts,

that is over 40% of all districts, would see their charges increase
g,

by an average of over 25% or £30 a year. (This takes no account
—— . R 1
of the effect on CCs of increases in LAs cash spending.) A
list of the districts concerned is at Annex B. By contrast,
with a five vyear transition, only 18 districts (ie 4% of the
B T — ———————

total) would show a 25% annual increase.

i Second, we considered the position in the worst-hit

authorities. Table 1 (attached) concentrates on those in inner
London: all would have levied a community charge of over £300
1R OB =88 The table shows the percentage increase faced by
a two-person household with 80% of average rateable value. This
might represent an elderly, married couple or a young couple

fipean flat.

82 A EEEEE~Z33£ transition would produce average annual increases
over the transition period of nearly 30% and £200 each year -

again taking no account of the fEEEEEE‘EEEéct of any cash increase
in the LAs spending. A five-year transition reduces the average
percentage increase to @;Qund“liiﬁand the average absolutc increase
0. £115," " Even ‘on a five year transition therefore the increases
are fairly sharp. But, in the 1light of these figures, it is
difficult to see why Mr Ridley regards it as "vital to get the
full new system 1in force in London before the 1994 London
elections". The boroughs may well be able to attribute the size
of the CC increases to the short transition period imposed by

central government.



9. Colleagues may argue that this is just an inner London problem
‘ largely, though not wholly, attributable to ILEA. But these

efifects: ‘are . .not. . confined: to+ London. In Harlow and Brentwood

‘ in Essex, a three years transition means increases of around
T —T T — S g

5O pr agea g eC (around 27% with 5 years). And . in ‘the' north;~ it

makes the difference between a 19% and a 11% increase for
chargepayers in Hyndbrun and in Calderdale and 20% and 12% in
Barnsley. In certain outer London boroughs, the same effect

would arise.

10. Third we have reviewed the overall numbers of gainers and
losers. Mr Holgate's minute to you of 24 June noted that, with
a f£50 initial CC, about 56% of adults would probably lose in
the first year of the community charge transition; and up to
5% of individuals could lose more than £2 a week each (if expenses
are shared). These figures are not affected by the length of
the transition period but could be mitigated if the initial

charge were set at £50.

11. Regrettably, the only picture of how numbers of losses and

size of losses would differ wunder alternative transitional

‘ arrangements must be drawn from the Green Paper. (DOE oficials

bJAd&\I steadfastly refused to provide such data for any of the transition
— options). The Green Paper provided figures both for a first
year of transition (with a full safety net and a £50 initial

charge) and that of the full replacement of rates by the community

charge as follows:

TABLE 2: LOSERS OVER TIME

First year Full
of transition rcplacement

Thousands (and proportion)
of households £2 a week
worse off 2758 61+ 3% 3075 (14.9%)
Thousands (and proportion)
of households losing over

% of net income F75- 11 28%) PEZss 1620%)
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When:tthed lcCr is Cintroduced: “in-+Efull,  over-: 3 millienmhouseholds

.ill be £2 a week worse off; and over 1 million will lose. 2%

of net income. Because the relationship is non-linear, we cannot
assess how many will bhe affccted in each year under different
transition periods or the size of the losses. But the more rapid
the transition, the greater the number of the eventual losers

affected by 1991 and 1992; and the larger the losses will be.

12. From these data, we draw the conclusion that a three year
transition is too short to give time for many individuals and
households and a number of authorities - in particular in London
- to adjust. Moreover Mr Ridley has attached too 1little weight
to these factors: it is these, rather than adminisLrative costs
and confusion in 1local government finance, that are 1likely to
shape peoples perceptions of the CC in the critical years between
1990. and - 1993,

The Case for Short Transition

13. Mr Ridley's main arguments for short transition are not
wholly convincing - that a longer transition produces a succession
of small rates bills which are uneconomical to collect, and a
longer period of turbulence when signals to chargepayers about

LA spending are confusing.

l4. The latter point can in fact be mitigated, but not removed,
by a lower starting charge (because it smoothes out ups and downs
in total domestic bills) at the cost of further postponing the
improved accountability under PIG. The argument on small rate

bidls. is:=

(a) not quantified: DOE should be able to say how many
districts this applies to, for how long and how those

numbers change with the period of transition;

(b) not as serious as Mr Ridley suggests, because the amounts
collected are implicitly contrasted with the average,
rather than the marginal cost of collection, (which
should in most cases be lower, especially for small
bills); and



' (c) ~if the average rates bill falls below some minimum,

/" such as £25, in the penultimate year of transition,

\////f/ a local authority could scrap the separate bills and

adjust the community charge. (There is 1little virtue

. in a precisely symmetrical phasing when as Mr Ridley

says, accountability will be distorted and comparisons

between authorities difficult to make.)

Harmonisation with National Non-DOmestic Rate (NNDR)

15. Finally, the paper ignores the important point (previously

raised) that as the CC redistributes tax burdens from the south

|
|
|

to Lhe north, the transitional period should match that for the

introduction of the NNDR (which has the opposite distributional
effect). The Valuation Office's estimate for the regional change
in rates burden upon the full introduction of the NNDR and the
revaluation is given in table 3. It shows a close relationship
by area between the NNDR and the CC (outside of London). The
Northern region benefits most from the NNDR and revaluation but
suffers most from the charge; Yorkshire and Humberside faces
the second greatest shift in each case and so on. It is clearly ﬂ
' very important that these two redistributions coincide as far ||
as possible to achieve genuine improved accountability and avoid V
undue burdens on CC payers in the south. And that means a common

period for transition.

The Initial Community Charge

l6. Finally on the starting CC, a £50 charge was proposed in

the Green Paper. It would produce a smoother adjustment and reduce
——— oL ———— st

-

et e sl ——

. T S » .
the size and number of perverse patterns of rises and falls_ in_

t6tal: bills. And it would mean LAs

could begin to address

Ccollection and evasion problems, before they were too dependent
on the CC as a source of their income. But E(LF) was more
impressed by the argument that £50 would be uneconomical to
collect. Those on 80% rebates would be paying only £10, which
would hardly justify collection costs approaching £10 (again,
. an average rather than a marginal collection cost). You may
not wish to push hard for a £50 initial charge in view of the
last E(LF) discussion; but it may be possible to leave the option

open.
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17. A separate note is attached at Annex C. 'r)v«'
S

\\\\ I

Conclusion KV}

o :

18. Mr Ridley proposes a threg/Year transition. This will give
rise to big increases in Egijfor first time payers between 1990

and 1993; large increases in general, both in London (just before

the 1994 elections) and in a number of other authorities; and
will involve larger numbers of significant losers losing more
money earlier across the country. A longer five year transition
period would mitigate (though could not eliminate) these effects;
would harmonize with proposals for the NNDR; and would allow

more time to sort out London. I recommend that you argue for

a five year transition.

L( v(if\/r\,? "f : ’)’C*‘{f
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B H POTTER



ATU'NITY CHARGE TRANSITION: THE MARRIED COUPLE IN INNER LONDON

Camden

Greenwich

Hackney

Hammersmith & Fulham
Islington

Kensington & Chelsea
Lambeth

Legwisham

ithwark

Tower Hamlets
Wandsworth
Westminster

lnitial charge £

Rateable wvalue
Number of adults

Final charge

no safety
net (£)

1564
1216
1382
930
966
740
1094
1354
1140
1278
870
792
100

80%
2

i
|
i
i
i
i
|
:
;
:
i
!
i
i
|
i
i
i
i

3

279

257

240

183

359

60

202

252

226

261

167

22

of the

Table

Average annual increases
in the total bill

Years uf transition

29%
40%
28%
35%
25%
10%
31%
31%
35%
37%

33%

3%

average

g

209

193

180

138

19

45

152

189

170

196

126

17

21%

29%

20%

25%

19%

7%

22%

23%

25%

27%

24%

2%
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167

154

144

110

95

121

151

136

156

100

13

; 4

17%

22%

16%

20%

15%

18%

18%

20%

21%

19%

2%



TABLE 3: NON-DOMESTIC RATES AND THE COMMUNITY CHARGE

£m % change % %

relative to present losing losing
households more

than £2

a week
Northern Region -153 -30% T1% 33%
Yorkshire & Humberside =157 -21% T0% 31%
North West -203 -20% 50% 19%
East Midlands -91 -16% Ny 13%
West Midlands -101 -13% 29% %
South West 102 19% 36% 10%
East Anglia 55 21% 26% 5%
South East (excl. London) 358 24% 20% L%

Greater London 16k T% 62% 347



ANNEX A

EXEMPLIFICATIONS OF THE TRANSITION IN ENGLAND

Mr Ridley attaches 15 tables to E(LF)(87)35. ©Each table shows,
for three representative households and for initial charges of
£50 and £100, the pattern of bills over a transitional period.
Illustrative figures are given for three, four and five vyear
transitions, for each of five districts - Camden, Barnet, Elmbridge

(Surrey), Barnsley (South Yorkshire) and Craven (North Yorkshire).

2 Table 1 (Camden) shows how a lower initial charge smooths
the pallern of bills for a single householder. With a charge
of £50, he  sees a fall of £15 in 1990-91" followed 'by :a rise of
£697% With a charge of £100, he sees a fall of £29 followed by
L ENSe o aE T3 However the percentage fall is probably small
enough in both cases to be obscured by inflation and increases

in spending.

33 Table 1 and Table 3 show the contrast between a fast and
slow transition. The average two adult household sees an increase

of £240 a year in the former and £144 in t<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>