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CONFIDENTIAL 


r e' ^  Cabinet were in formed of the business to be taken i n 
the House of Commons dur ing the fo l lowing week. 

 T H E S E C R E T A R Y O F S T A T E F O R T R A N S P O R T said that the 

 Government were i n a s trong pos i t ion to counter the arguments 
 being put fo rward by the G r e a t e r London C o u n c i l ( G L C ) that the 
 recent r u l i n g by the House of L o r d s would compel them to cut 

 subsidies to London T r a n s p o r t ( L T ) to the point where L T would be 
 forced to ra i se their fares beyond the 100 per cent inc rease 
 planned for 21 M a r c h . It was p rov ing more diff icul t to convince 

the publ ic that the blame for the inc rease a l ready announced res ted 
square ly wi th the f inanc ia l mismanagement of the G L C . A mass ive 
campaign had been mounted by the G L C , and by the unions and 
other p r e s s u r e groups wi th G L C support, and the Government had 
so far had l i t t l e success i n getting ac ro s s the point that, while there 
was no object ion and no l ega l bar to a reasonable subsidy being paid 
to L T , the reductions i n fares imposed by the G L C had involved an 
excess ive burden on the London ra tepayers . The L a b o u r major i ty 
on the G L C must be held to blame for the resu l t ing unfairness and 
the other consequences, inc luding the effects of any block grant 
pena l t ies . 

T H E S E C R E T A R Y O F S T A T E F O R T H E E N V I R O N M E N T said that 
the At to rney G e n e r a l had now given a wr i t t en opinion which made i t 
c l e a r that the G L C , l ike other l o c a l au thor i t ies , had a f iduc ia ry duty 
to s t r ike a reasonable balance between the p r o v i s i o n of s e rv i ce s and 
the l e v e l of their ra tes . T h i s meant i n the context of L T that the 
G L C were free to pay reasonable subs id ies , p rov ided that they were 
paid i n the context of a p o l i c y designed to provide efficient and 
economic s e rv i ce s without excess ive fare i n c r e a s e s . L T had 
rece ived l ega l advice i n s i m i l a r t e r m 3 , but the G L C ' s advice was 
that the House of L o r d s ' r u l i ng obliged L  T to b reak even without 
subsidy. The G L C had a lso argued that by p rov id ing subsidies to 
L T they would i ncu r b lock grant penal t ies , and would therefore be 
held to be fa i l ing i n the i r f i duc ia ry duty to London ra tepayers . 
The A t to rney G e n e r a l had advised that a l o c a l au thor i ty did not 
n e c e s s a r i l y b reach i t s f i duc i a ry duty by r a i s i n g i t s expenditure to the 
point where i t i n c u r r e d penal t ies , p rov ided that i t d id so i n a way 
which s t ruck a reasonable balance between the var ious in te res t s . 
The G L C i n c u r r e d addi t ional penalt ies as a resu l t of paying subsidies 
to L T because of their overspending over the whole range of the i r 
a c t i v i t i e s , inc lud ing the i r expenditure of £250, 000 on an adver t i s ing 
campaign i n support of the i r fares p o l i c y . 
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T H E P R I M E M I N I S T E R , summing up the d i s cus s ion , sa id that i t was, 
of great impor tance that the Government should get a c ro s s the 
message that any di f f icul t ies which the G L C exper ienced i n paying 
reasonable subsidies to L T s temmed f r o m thei r i r r e s p o n s i b l e 
genera l overspending, not jus t f r o m thei r London T r a n s p o r t fares 
p o l i c y . A l  l M i n i s t e r s should take every opportunity to ensure that 
the Government ' s pos i t ion was c l e a r l y explained, and the support of 
the Conserva t ive C o u n c i l l o r s of the G L C i n conducting a more 
effective campaign against the p o l i c i e s of the ma jo r i ty pa r ty should 
be enl is ted. The At to rney G e n e r a l ' s advice would be c i r cu l a t ed to 
a l l members of the Cabinet as background in fo rmat ion . The 
Sec re t a ry of State for T r a n s p o r t should c i r cu la t e a note setting out 
the subsidies wh ich had been and s t i l l could be paid to L T by the 
G L C , whi le the Sec re t a ry of State for the Env i ronmen t should prepare 
a separate note on the l ine to be taken on G L C expenditure genera l ly . 
The P a y m a s t e r G e n e r a l should a lso c i r cu la t e a note for the use of 
a l l M i n i s t e r s and other Government supporters which c l e a r l y 
ident i f ied the way i n which the G L C had wasted ra tepayers ' money 
on excess ive and unnecessary expenditure . 

The Cabinet ­

1. Instructed the Secre ta ry of the Cabinet to ar range 
for-the A t to rney G e n e r a l ' s advice on the f i d u c i a r y duties 
of l o c a l author i t ies to be c i r c u l a t e d . 

2 . Invited the Sec re ta ry of State for T r a n s p o r t to 
c i rcu la te a note setting out the h i s t o r y and present 
pos i t ion on the payment of subs id ies by the G r e a t e r 
London C o u n c i l to London T r a n s p o r t . 

3. Invited the Sec re t a ry of State for the Env i ronment 
to c i r cu l a t e a note on the general expenditure p o l i c i e s of 
the Grea te r London C o u n c i l . 

4 . Invited the P a y m a s t e r G e n e r a l to prepare a note for 
the use of a l l M i n i s t e r s and other Government supporters 
deal ing wi th p a r t i c u l a r i t ems of i r r e s p o n s i b l e expenditure 
by the G r e a t e r London C o u n c i l . 
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2 *  T H E  L O R D  P R I V Y^ F A I R  S E A L said that the in t e rna l s i tuat ion i n 
P o l a n d remained genera l ly c a l m ; but there had been trouble i n 
Gdansk on 30 January , and further outbreaks were poss ib le at any 

?olan<j t i m e . G e n e r a l J a r u z e l s k i ' s Government had announced only m i n o r 
re laxa t ions i n the m a r t i a l law reg ime and were showing no s ign of 

^ t e v iou movement towards the kind of n o r m a l i s a t i o n demanded by the West , 
r e g a r <^ e * e * sren S '^ ' 8  ^ e Wes t e rn response, a d i f f i cu l t s i tuat ion had 

^C(82) 3 ' developed i n t-he p rev ious week, wi th the A m e r i c a n s showing signs 
^0 l*clu ^ of wish ing to go much further than thei r European a l l i e s , who were 
^ inu te^ 0 1 1 8 ' themselves d iv ided over what should be done. The re had been a 

r e a l danger both of damaging publ ic d isuni ty wi th in the A l l i a n c e and 
of the United States adopting measures which would do d i spropor t ion­
ate h a r m to thei r a l l i e s ' i n t e r e s t s . The P r i m e M i n i s t e r had 
therefore invi ted the United States Secre ta ry of State, M r H a i g , to 
v i s i t London on h i s way home f r o m the Midd le E a s t on 29 January, 
and had warned h i m of the r i s k s i n v o l v e d . T h i s had paved the way 
for a reasonably successful meeting of the N o i t h A t l a n t i c C o u n c i l 
( N A C ) on 3 F e b r u a r y , which had agreed on a sa t i s fac tory l i s t of 
European measures against both P o l a n d and the Soviet U n i o n . The 
C a r mans had taken a more robust and helpful l i n e , and the 
A m e r i c a n s had made c lea r that they would not seek to precipi ta te 
an immedia te P o l i s h default. F u r t h e r United States measures i n 
other a reas had not been mentioned at the N A C , but remained under 
cons idera t ion i n Washington; i t was to be hoped that Europe would 
be consulted about these before any dec i s ions were taken. M e a n ­
while o f f ic ia l s were giving urgent further cons idera t ion to the 
i m p l i c a t i o n s of t e rmina t ing the A n g l o / S o v i e t M a r i t i m e Agreemen t 
and to the p o s s i b i l i t i e s of r e s t r i c t i n g Soviet shipping; the pos i t ion 
would need to be c l a r i f i e d before any announcement could be made. 

Or 
Stat, T H E C H A N C E L L O R O F T H E E X C H E Q U E R said that P r e s i d e n t 

Reagan 's State of the Union message had not adequately addressed 
the anxie t ies wh ich were w ide ly felt about the prospec t ive Uni ted 
States budget def ic i t . No tax inc reases or expenditure cuts had 
been proposed, and l o n g e r - t e r m measures for t r ans fe r r ing functions 
f r o m the F e d e r a l Government to the States had no immedia te 
r e l evance . The i n i t i a l r eac t ion i n the marke t had been moderated 
by r e a s s u r i n g statements f r o m both the Uni ted States T r e a s u r y and 
the F e d e r a l R e s e r v e , but since then a further set of high money 
supply f igures had been re leased , and a number of banks had r a i s e d 
their p r i m e ra te s . Th ree -mon th E u r o d o l l a r rates were now 
1 5-| per cent, or 1-| per cent h igher than United Kingdom interbank 
r a t e s . The broad economic object ives being pursued by the Uni ted 
Staces Government c l e a r l y deserved support, but a sustained 
campaign would be needed to b r ing home to the A m e r i c a n s the 
dangers inherent i n a l a rge budget def ic i t and high in te res t ra tes . 

3 
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He h i m s e l f had sought to contribute to this p roces s i n a 
P a r l i a m e n t a r y speech the p rev ious week, and the G ove rno r of the 
Bank of England had spoken i n the same vein more recen t ly . A 
helpful attitude had a l so been taken by the Chance l lo r of the F e d e r a l 
Republ ic ox Germany , H e r r Schmidt , and the P r i m e M i n i s t e r of 
F r a n c e , M o n s i e u r M a u r o y , at their meeting i n Bonn on 29 January . 

The Cabinet -

Took note. 

3 T H E L O R  - D- ^ A l R s «  P R I V Y S E A L sa id that, as he had announced i n 
a statement to the House of Commons on the prev ious day, the 
C o u n c i l of M i n i s t e r s had now decided that i t would insti tute p r o ­
ceedings against the European P a r l i a m e n t and the C o m m i s s i o n i n 

m m u n^ d  i t  y the European C o u r t i n respect of the disputed i t ems i n the 1982 g e t

C o m m u n i t y budget as adopted by the P a r l i a m e n t . The amounts at 
^ f e v i o u 8 i s sue were r e l a t i v e l y s m a l l - represent ing about £30 m i l l i o n a 
^efe*"en year so far as the Uni ted K i n g d o m ' s share was concerned - but the 

c 

^

LC(g2)  3 - Uni ted Kingd o m and the ma jo r i t y of i t s par tners be l ieved that the 
0 l l c lu8io P a r l i a m e n t had acted i l l e g a l l y i n adopting a l a r g e r budget than the 

o n e^inut  3  agreed by the C o u n c i l . To persuade the C o u n c i l to act together e

i n th i s way, i t had been neces sa ry for the United Kingdom to accept 
that a l l member states should pay thei r contr ibut ions on the bas i s 
of the budget as adopted. The C o u n c i l had a lso decided to open 
d i scuss ions with the P a r l i a m e n t as soon as poss ib le to reso lve the 
p r o b l e m . 

The Cabinet -

Took note. 
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4 . T H E S E C R E T A R Y O F S T A T E F O R T R A N S P O R T sa id the 
l eade r s of the Amalgama ted Society of Locomot ive Eng ineers and 
F i r e m e n ( A S L E F ) were cons ider ing an appeal to take par t i n the 
i n q u i r y wh ich the A d v i s o r y , Conc i l i a t i on and A r b i t r a t i o n Serv ice 
( A C A S ) had asked L o r d M c C a r t h y to undertake. It was u n l i k e l y that 
the Inquiry would go ahead i f A S L E  F refused to take par t . Meanwhi le 
A S L E  F had announced that there would be further one-day s t r ikes on 
Tuesday, 9, Thursday 11 and Sunday 14 F e b r u a r y , ra ther than on 
Wednesday, Thursday and Sunday as had been the p rac t i ce p r e v i o u s l y . 
The B r i t i s h R a i l w a y s B o a r d ( B R B ) had announced that Sunday work 
by those employees who were not i n dispute would be l i m i t e d and the 
unions concerned had accepted th i s . Evidence was becoming avai lable 
that some freight and passenger t raff ic might be d iver ted permanent ly 
to the roads as a r e su l t of the i n d u s t r i a l ac t ion . Commute r m o r a l e 
had so far been high but there were some faigns of i n c r e a s i n g publ ic 
p r e s su re for ac t ion to end the dispute . The next step was to see 
whether the A C A S Inquiry went ahead, and then for M i n i s t e r s to 
cons ider rn the fo l lowing week a paper about the means which might 
be ava i lab le to b r i n g about an e a r l y r e so lu t ion of the dispute . 

The Cabinet 

1. Took note. 

T H E S E C R E T A R Y O F S T A T E F O R I N D U S T R Y said that there was a 
s t r ike i n p r o g r e s s at L e y l a n d V e h i c l e s , the t ruck and bus subs id ia ry 
of B r i t i s h L e y l a n d ( B L ) , about the planned reorgan i sa t ion and 
consequential redundancies . T h i s had now been made o f f i c i a l by the 
Ama lgama ted Union of Eng inee r ing W o r k e r s ( A U E W ) . A t a meet ing 
the p rev ious day wi th union representa t ives B L '  s management had 
made i t c l ea r that the s t r ike could put i n j eopardy the future of B L ' s 

t ruck and bus business , ' but the ta lks had been inconc lus ive , and a 

further meet ing had been a r ranged on Monday 15 F e b r u a r y . Meanwhile 
the B  L B o a r d , at i t s meet ing on 10 F e b r u a r y , would cons ider the 
ac t ion which might be necessa ry , inc luding the poss ib le i s sue of 
d i s m i s s a l no t i ces . F e e l i n g s had been exacerbated at the Bathgate 
plant i n Scotland because of the d i sposa l of the t rac to r business to 

another company. It seemed l i k e l y that, as i n other B  L disputes , the 

management would need to go to the l i m i t i n putting at stake the future 

of the t ruck and bus opera t ions . 


The Cabinet ­

2 . Took note. 
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T H E S E C R E T A R Y O F S T A T E F O R N O R T H E R N I R E L A N D reported 
on the pos i t ion of De L o r e a n M o t o r C a r s L i m i t e d , and said that he 
would repor t further to h i s col leagues the fo l lowing week i n the l igh t 
of advice f r o m S i r Kenneth C o r k and the Coopers and L y b r a n d team. 

The Cabinet ­

3. Took note. 

5. The Cabinet cons idered a memorandum by the Sec re t a ry of 
State for the Env i ronment (C(82) 2) on a l ternat ives to domest ic ra tes . 

The Cabinet ­

1. Invited the Sec re t a ry of State for the Env i ronment , 
i n consul ta t ion wi th the C h a n c e l l o r of the Exchequer and 
wi th the Sec re t a r i e s of State for Scotland and for Wales , 
to r epor t further i n M a y : ­

i . on the outcome of the publ ic consultat ions on 
the G r e e n P a p e r 'A l t e rna t ive s to Domes t i c Ra tes ' 
(Cmnd 8449) and of the further in terdepar tmenta l 
study by o f f i c ia l s of the f i s c a l and d i s t r ibu t iona l 
effects of the a l te rna t ives under cons idera t ion; 

i i  .	 on what e a r l y changes could be made to remove 
anomal ies and make improvements i n the present 
sys t em of domest ic ra tes . 

2 . Invited the Sec re t a ry of State for Educat ion and Science , 
i n consul ta t ion wi th the Home Secre ta ry , the Chance l lo r of the 
Exchequer , the Secre ta ry of State for the Env i ronment , other 
M i n i s t e r s concerned and the C e n t r a l P o l i c y Rev iew Staff, to ex 
amine the case for changes i n l o c a l government ' s present 
f inanc ia l r e s p o n s i b i l i t y for education s e r v i c e s , the options for 
changes, and the i m p l i c a t i o n s of any such changes for other 
l o c a l government s e r v i c e s , and to repor t i n M a y . 

3. A g r e e d to resume d i s c u s s i o n i n M a y of the a l t e rna ­
t ives to domes t ic ra tes i n the l igh t of the repor t s by the 
Sec re t a r i e s of State for the Env i ronmen t and for Educat ion 
and Sc ience . 

Cabine t Office 

4 F e b r u a r y 1982 
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 OF H E R B R I T A N N I C M A J E S T Y ' S G O V E R N M E N T 

C O P Y NO 29 

C A B I N E T 

L I M I T E D C I R C U L A T I O N A N N E X 

CC(82) 4th Conc lus ions , Minute 5 

Thur sday 4 F e b r u a r y 1982 at 10. 30 am 

 The Cabinet cons idered a memorandum by the Sec re ta ry of State for the 
 Env i ronment (C(82) 2) on a l te rna t ives to domest ic ra tes . 

T H E S E C R E T A R Y OF S T A T E F O R T H E E N V I R O N M E N T said that, 
although the Conse rva t ive P a r t y had been commit ted s ince 1974 to the 
"abol i t ion of the ra tes" , there was s t i l l no agreement either wi th in the 
Government or among i t s supporters on the way fo rwa rd . He would be 
ready to make further proposa ls i n M a y i n the l ight of the cur ren t con­
sultat ions, which would end on 31 M a r c h , on the G r e e n Paper 
"Al te rna t ives to Domes t i c Ra te s" (Cmnd 8449) and of further i n t e r ­
depar tmental work by off ic ia ls on "gainers and l o s e r s " under the 
a l te rna t ives . In the meant ime he would welcome the v iews of the 
Cabinet on whether he should attempt, dur ing the consul ta t ive pe r iod , to 
canvass with Conse rva t ive M e m b e r s of P a r l i a m e n t the m e r i t s of any 
pa r t i cu l a r option, and on whether the a i m should be to l eg i s l a t e i n this 
P a r l i a m e n t or to publ i sh a White Paper i n 1983, indicat ing the 
Government ' s intentions with a v i ew to l eg i s l a t i on l a t e r . If i t were 
accepted that the present domest ic ra t ing sys tem should continue, i t 
would be poss ib le to l eg i s l a t e i n the present P a r l i a m e n t to pe rmi t the 
in t roduct ion of a r e fo rmed ra t ing sys tem, based on capi ta l va luat ion, i n 
1988 o r 1989; but i n h i s v i ew this course would be unacceptable to the 
Conse rva t ive P a r t y . The re seemed to be some support for reducing 
rate b i l l s by t r ans f e r r i ng some or a l l of the f inanc ia l r e spons ib i l i t y for 
education f r o m l o c a l to cen t ra l Government , and cons idera t ion should b< 
given to whether this should now be examined i n further de ta i l . These 
changes, together with r e l a t i ve ly m i n o r changes to remove anomal ies , 
and make improvements i n the present sys tem, were the only 
pos s ib i l i t i e s for l e g i s l a t i o n i n the present P a r l i a m e n t . M a i n l y because 
of the t iming of cen t r a l Government compute r i sa t ion p r o g r a m m e s , a 
L o c a l Income Tax could not be introduced before 1991 and a L o c a l Sales 
Tax not before 1987; for both these taxes l eg i s l a t i on i n l 9 8 3 - 8 4 , even i f 
p rac t i cab le , would be premature . A P o l l Tax might be in t roduced i n 
1985 o r 1986 but i t was doubtful whether l e g i s l a t i o n could be ready for 
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1983-84. A l  l three of these taxes, and L o c a l Income Tax i n p a r t i c u l a r , 
were opposed by some groups and there was a r i s k that any of them 
would be met with a b locking vote. It was des i r ab le that the C e n t r a l 
P o l i c y R e v i e w Staff's study of the re la t ionsh ip between cen t ra l and l o c a l 
Government should keep pace with in terdepar tmenta l work on the out­
come of the consul ta t ions, on the ana lys i s of gainers and l o s e r s , and any 
new work on the f inancing of the education s e r v i c e s . 

In d i s c u s s i o n the fol lowing m a i n points were made ­

a. Al though there were cons iderable d i f f icul t ies i n imp lemen t 
t ing any of the m a i n a l ternat ives under d i s cus s ion , some act ion 
had to be taken. The re was widespread discontent •with the 
inequi t ies of the present domest ic ra t ing sys tem, and with the 
complex i t i e s of the Rate Support Gran t sys tem, and an expec­
tat ion that the Government would take act ion to deal with these. 
Al though it was not p rac t i cab le to l eg i s l a t e this P a r l i a m e n t to 
enable the in t roduct ion of any of the three a l te rna t ive taxes under 
d i s c u s s i o n , the Government should be ready to state before the 
next G e n e r a l E l e c t i o n i ts f i r m intentions for the sys tem by which 
the l o c a l authori t ies ra ise revenue. In the meant ime act ion 
should be taken as soon as poss ib le to deal with anomal ies and to 
make improvements i n the present sys tem. 

b. Opinion differed on the t im ing of a White Paper i n which the 
Government might set out i ts p roposa l s . A White Paper in 1983 
could enable opponents to make use i n the i r own proposals of the 
good points and to c r i t i c i s e the Government on other counts. It 
might , therefore , be better to postpone any such White Paper 
un t i l immed ia t e ly before the E l e c t i o n . On the other hand, the 
Government could not r e m a i n s i lent fo l lowing the conc lus ion i n 
M a r c h 1982 of the consul ta t ive pe r iod on the G r e e n Paper , and a 
White Paper i n 1983 seemed inevi table . 

c. It would be p remature to reach conclusions on any of the 
options unt i l the consultat ions on the G r e e n Paper had been c o m ­
pleted, and before the ana lys i s of gainers and l o s e r s was 
ava i l ab le . In the l ight of this further in format ion i t would then 
be neces sa ry to look for a solut ion which dealt both with the 
p r o b l e m of unfair d i s t r i bu t ion and with that of high annual 
i n c r e a s e s i n the l o c a l au thor i t i es ' f inancing demands. 

d. M r T e r e n c e Higgins M P and others had proposed the 
abo l i t ion of domest ic rates and the f inancing of l o c a l s e rv ices by 
grants f rom cen t ra l Government . The imp l i ca t ions for cen t ra l 
Government taxat ion, and for the R e t a i l P r i c e Index, would need 
ca re fu l cons idera t ion; the Government would be l i a b l e to wide­
spread c r i t i c i s m i f ra tes were to be reduced, or r emoved , at the 
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expense of s igni f icant ly i nc reased taxes. The sys tem would be 
defensible only i f cent ra l Government were able to impose 
ce i l ings on the expenditure of each l o c a l authori ty. Such a 
change would, however , be c r i t i c i s e d by many as b r ing ing about 
a fundamental and undes i rable change i n the balance of power 
between l o c a l and cen t ra l Government . 

e. It was agreed that the p o s s i b i l i t y of r e v i s i n g the a r r ange ­
ments for f inancing l o c a l education se rv i ce s should be cons idered 
fur ther , although such a change would give r i s e i n some degree 
to the same prob lems that were appl icable to a genera l r e p l a c e ­
ment of rates by cen t ra l Government f inancing. Account should 
be taken of the i m p l i c a t i o n s for other l o c a l government s e r v i c e s , 
and i n pa r t i cu l a r those financed by specif ic grants , of any 
changes proposed for f inancing education s e r v i c e s . 

f. F u r t h e r cons idera t ion should be given to the p rob l em of the 
i n d u s t r i a l and c o m m e r c i a l ra tes which were a growing burden on 
indus t ry and a continuing source of complaint . 

T H E P R I M E M I N I S T E R , summing up the d i s cus s ion , sa id that the 
Cabinet needed to decide on ac t ion to dea l with the deep and growing 
c r i t i c i s m of the ra t ing sys tem, and to make f i r m proposa ls before the 
G e n e r a l E l e c t i o n . They would r e sume the i r d i s cus s ion la te r i n the yea r , 
i f poss ib le i n M a y , when the Sec re t a ry of State for the Envi ronment would 
be able ' to advise further in the l ight of the consultat ions on the G r e e n 
Pape r , C m n d 8449, and of the ana lys i s of gainers and l o s e r s under 
va r ious a l t e rna t ives . The Cabinet agreed that urgent cons idera t ion 
should be given to the pos s ib i l i t y of cen t ra l Government taking over a l l or 
par t of the f inanc ia l r e s p o n s i b i l i t y for education f rom l o c a l government, 
although they recognised the d i f f icu l t ies i n this p roposa l and, i n 
p a r t i c u l a r , the need to take account of the imp l i ca t i ons for other l o c a l 
government s e rv i ce s and for the re la t ionsh ip between cen t ra l and l o c a l 
government. 

The Cabinet ­

1. Invited the Sec re t a ry of State for the Env i ronment , 
i n consul tat ion with the Chance l lo r of the Exchequer 
and with the Sec re t a r i e s of State for Scotland and for 
Wales , to repor t further in M a y : 

i . on the outcome of the publ ic consultat ions 
on the G r e e n Paper ' A l t e r n a t i v e s to Domes t i c 
R a t e s " (Cmnd 8449) and of the further i n t e r ­
depar tmental study by off ic ia ls of the f i s c a l and 
d i s t r i bu t iona l effects of the a l ternat ives under 
cons idera t ion ; 
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i i . on what ea r ly changes could be made to 
r emove anomal ies and make improvements i n 
the present sys tem of domest ic ra tes . 

2. Invited the Sec re t a ry of State for Educat ion and 
Sc ience , i n consultat ion with the Home Sec re t a ry , the 
Chance l lo r of the Exchequer , the S e c r e t a r y of State 
for the Env i ronment , other M i n i s t e r s concerned and 
the C e n t r a l P o l i c y R e v i e w Staff, to examine the case 
for changes i n l o c a l government ' s present f inanc ia l 
r e s p o n s i b i l i t y for education s e r v i c e s , the options for 
changes, and the imp l i ca t i ons of any such changes for 
other l o c a l government s e r v i c e s , and to repor t i n M a y . 

3. A g r e e d to resume d i s cus s ion i n M a y of the 
a l te rna t ives to domest ic ra tes i n the l ight of the 
repor t s by the Sec re t a r i e s of State for the 
Envi ronment and for Educa t ion and Sc ience . 

Cabinet Office 

8 F e b r u a r y 1982 
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