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GRANT EETTLEMENT: SAFETY NETS ETC

Ags we agreed this morning I am sending you with this letter a
nunbar of further exemplifications of possible alternative
traatments of the safety net, together with a technical
axplanatory covering note.
2. It may be worth rehearsing again tha different obhjectives
The basic
concept is to protect losing uutﬁg;ities Erom 195535 in the
first year by giving them additional grant, and to pay for
this by limiting the gains of geining authorities. It has
been accepted for some time however tThat we ought not to
prevent all gains cﬂming through, and we have always envisaged
that gains above £75 a head should be allowed to come thoough
from the first year onwards, It has always been a possibllity
that losing authorities might have to take some of their
losses from the first year in order to allow some of the gains
to come through.

3. As it happens the decislons so far taken by Ministers
about the total of grant would provide sufficient additional
grant to allow gains above £75 to come through immediately
without placing any additional burden on the losers. S0 the
first and simplest possibility considered by Ministers already
would be to stand firm on that original =safety net which will
ba the present public expectation.

4. My Ministers have however taken the wiew that
contributions of up to £75 a head by gaining authorities will
ba very much resented in those areas and will cause a great
deal™6f trouble. They therefore proposed to E(LF) a wvariant
opftion effébtively to pay for the safety net by a £26 a head
increase in the community charge throughout the counmtry. This
would produce sufficient resources to protect all authorities
from any losses sbove this £26 a head, and to allow all gains
above £26 a head to come through immadiately. They thought
this would be simpler to explain, and patently more equitable.




Da My Minigters also take the view that it would be highly
degirable not to have to show the contributions to tha safety

net on the community charge bill. They would therefore prefer
to reduce al O agic grant by £950 million (egual to

E26 r head throughout the country)™ and distribute this
aepﬂﬁ'”ﬁ__%m safety net, i.e. for
protection or losers. This would however require an
amendment in the Lords to the legislation in the current Local
Government and Housing Bill. It would also have a down side in
that the community charge for stagdard spending {C55) would be
£26 a head higher which will mean a larger increase from the
figures we have publish or 89 an 9/90 charges.
This would also mean that authorities would find it easier to
set charges balow the CCS55 or alternatively might give them
an eagier pretext for increasing their actual spending without
exceading the CCSS ).

B In subzequent Ministerial discussions particular
concern has been expressed about certain authorities which
hawve very . low rateable values at present, and which therefore
will face pspecially large proportionate increases in bills
when thea safety net is eventually removed. It has been
suggested that such areas may nead additional protection. We
have exemplified wvarious ways of attempting to do this, some
of which are i1llustrated in tha attached tables.

7 My Secretary of State feels that if anything on these
linas wara to be done the option of doing it by a separate
specifig grant (Column 4) would probgbly be the best, sinCe
this would make it clear that the objective was somewhat
different from that of the general safety net. It would alsc
enable the protection to be phased out over a different number
of years from the general safety net if it were thought that
this is desirable. Again, legislation would be necessary. My
secretary of State is not at present convinced that a
modification on these lines is in fact necessary; but he has
endeavoured in the attached passage to sketch out how such a
grant might be best presented if colleagues decided that they
do want it.

8. My Ministers are conscious that apart from areas of low

rateable wvalue there are other areas of sensitivity in the
stribution.

Some of the London gures are still

uncomfortable, and though the proposed education grant for
inner London boroughs will help with some of the inner London
difficulties, there are also some sensitivae areas in outer
London which may need further consideration.

9. My Secretary of State is out of London today and has
not yet seen all the attached exemplifications, though he has
approved the basis on which they have bean constructed. He
would be glad to discuss the wvarious possibilities further
with the Prime Minister and the Chief Secretary if that would
ba helpful. Meanwhile we are not circulating any further
papera on this for E(LF). I am copying this letter to Carvs
Evans in the Chief Secretary's office and to Richard Wilson in
the Cabinet Office.
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ROGER BRIGHT
Private Eacretarf




Poseible Passage on Low Rateable Value Aress for Statament

"I alsoc intend to provide axtra grant for authorities with a

vary low rateable value per domestic hereditament. These are

tha authorities, whare due to the historiecal accident of low

valuaes, the adjustment to the full community charge i=

generally the greatest proportionately. Tha original safety

nat proposals would have prevented them from paying any

increase in the firgt year in real terms beyond the existing
ey L ————— e el o e———— e e B i e — e

I do not think wa ocan frustrate their

expectations becauge of my revised proposals for the safety
net. I therefore propose a specific grant of £26 per capita
for auvthorities which domastic ratable wvalue per head was £130

or less, tapering toc zerc for those of L150 or more."




REVENUE SUFPORT GRANT 1980,/91: SAFETY NETS

Note by the Department of the Environmant

1. This paper sets out some further figures for safety net
options for Ministers to consider over the weekend. The Annex

balow sats out the key numbers for the options shown in the
attachad tabla.

2. The firset option, shown in column 3, is the Secretary of
Stata's preferred option as put to E(LF) for a _flat rate
cuntributinn to the safety net from every chargepayer, but
achleued by using £950 million of the £23 billion AEF as a
spacific grant to pay for the net. The effect of this is to give
losers the same protection as under the option presented earlier,
but this is paid for not by direct contributions on the face of

the bill but through a higher community charge for standard
spending (CCS58).

3. This achieves the cbjective of getting the contribution off
the bill. But it puts the CCSS up to £301. This looks very high.
Ministers would be able to explain that average actual chargas
should be lower than this - the £950 million of specific safaty
net grant is still available to bring the average charge down to
£273. But these arguments are technical and difficult, and tend
to undarmine the key role of the CCSS,

4. The next option, in column 4, adds to the first option a
further specific grant designed to help those with a very low
rateable wvalue per domestic hereditament. Bacause of thosze
historically low wvalues, these areas generally face the largest
proportionate increases in moving to the community charge. The

form of specific grant illustrated would give £26 per adult to




areas with average domastic RVas of £130 or less, tapering to no
grant for areas with domestic RVs of £150 or more. In the areas
which benefit therefore, chargepayers are paying nona or only a
part of the extra £26 on the CCSS needed to finance the safety
net. This costs about an extra £100 million of grant.

5. Column 5, exemplifies a wvariation on the flat rate contribu-
ticn approach using the higher grant total. Under this every area
contributes to the net but the contributiens are a wvarying
proportion of their rate bill per adult up to a maximum of £28.
Areas with rate bills below £200 per adult would make no
contribution; authorities with rate bills between £200 and £225
par adult would contribute 6%; and authorities with rTate bills
above £225 par adult would contribute 12% up to the maximum of
£28. This relates the contribution to bills rather than rateable
values. It means that some authorities with low bills (because

they are low spending, rathar than having lew rateable wvalues)

would get protection and introduces fewer steps into the
calculation.

6. Column & 4dllustrates another way in which safety net
contributions can be kept off the charge bill. The whole cost of

the net is "topsliced" from AEF, s0 no dI;E:t contributicons are
needed. Losers get full protection. As with the £950 million
gpecific grant options, this does push up the CCSS. But again it
dossn't affect the average charge, since the amount topsliced

still flows through to authorities and keeps charges down. With
AEF of £23.1 billion, £2.3 billion has to be topsliced. This puts
the CCS8 up to £33,

7. For comparison, the last column shows what the original safety
net would look like with the higher AEF of £23.1 billion. The
losers get full protection and the maximum contribution goes down
to £63. The pattern of charges is identical to that in column 6.
Arithmetically this is inevitable since in both options the same
amount 1s needed to protect the losers and thus must ba raised




from gainers. In the "old" safety net, it is raised by taking
away gains; under topslicing, by pushing up tha CCSS and then
redistributing grant.

B. All these options, except the original safety nat, would

require legislation. The first and second mean creating one or

more specific grants. Given that the Local Government and Housing
Bill is about to enter the Lords, this would create problems with
Parliamentary procedure. No doubt these are not insuperable but
they will be unwelcoma. The third and fourth options reguire
amendment to our present safety net powers: though these would
nead careful drafting they can be done in the Lords.




SAFETY NET OFTIONS - KEY FIGURES

- Column 3, £950 million Specific Grant

£26 contribution from evervone, but achiaved by taking £950
million out of AEF of £23 billion, pushing up CCSS

Maximum effective loss £26

Contribution £26

£301

Column 4, £950 million Specific Grant, Plus Additional
Specific Grant For Low RV Areas

£26 contribution from everyone, achieved by taking £950
million out of AEF, pushing up CCSS as above to £301

in addition, specific grant paid to low RV areas as follows:
average domestic RV < £130 £26 grant, £0 contribution
tapering to

average domestic RV » £130 £0 grant, E26 contribution
through CCSS

This costs £100 million in extra grant.




»« Column 5, Variable Contributions

contributions on a sliding scale up to a maximum of £28
with AEF of £23.1 billion, the contribution scale iz:
rate bills below £200 no contribution
£200 - £225 6%

£225 or more 12% up to a max of £28

CC88 £272

Column 6, Topslicing

no losgag

£2.3 billion is "topsliced" to finance the safety net

it is pald for by pushing up the CCSS

with AEF of £23.1 billion, safety net costs £ billion, CCSS
goas up to £336

Column 7, Original Safety Net

no lopssasg

cost met by contributions from gainers up to a maximum

with AEF of £23.1 billion, maximum contribution £63, CCSS £272




TLEUSTRATIVE #9900 COMMUMITY CHARGEE WITH SPEMDING AT £52_ BEN

GOE E{LF) Standard Spending Assesseent Package. Total Standard Spending (O2.8n
Inner London charges redeced by £300n 1064 specific grant
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ILILISTRATIVE 190051 COMMUNITY CHARGES WITH SPEMDING AT 02 B

006 F(LF) Starclerd Spanclirg Assesament Package, Total Standard Spending £352.8n
Imner London chirges reduced by £100m TLEA specific grant
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ELLUSTRATIVE 19907 COMMLMITY CHARGES WITH SPINDLRG AT £33, 5N
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DATE!" B=Rm-5
LLLIGSTHATIVE 79905 CIMMUNITY CHURGES WITH SPEMDIMG AT £52_EEN

POE Elil-.F"!r-:lﬂurd Spmrnding Asvessaenl Pecksge.  Tolal Standerd Spending 32 .8m
Imer London charges reduced by £900n TLEA specific grant
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ILLUSTRATEVE 199051 COMMMITY CHARGES WITH SPEMDIMG AT £52.EBM

DD E{LF) 5tondard Spending Assesswent Pockege. Tobal Standard Sperding 52 Bhn
Irner London charges reduced by £100m [LEA speciTic grant
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ILLLUSTRATIVE 19907 COMMMITT CHARGES WITH SPERDIMG AT (C2_ 38N

O0E E(LF) Standerd Spending Assessment Pockage. Totel Sterderd Sperding O Bbn
Inner London charges reduced by D100m [LEA gpecitic grant
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ILIUSTRATIVE 190051 OMMINITY CHARGES WITH SPENDIMG AT £32.58H

DOE E{LF} Standard Sperding Arsedsmeni Peckage. Total Smsndard Sperding (32.Bbn
Innar London changes reduced by £100m TUEL specific gront
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ILLUSTRATIVE 1950,9 COMMMITY CHARGES UITH SPENDIMG AT 52 PBEN

DOE E(LF) Standard fpending Assescment Package. Tobtsl Stendard Sperding £32.8hn
Ioner Lomdon charges redoced by £100m [LEX specific grant
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ILIUETRATIVE 100001 DOMMLMITY CHARGES WETH SPENDLRG AT 52 58N

DOE E{LF)} Stardard Sporching Actocsment Package. Total Standard Spending £52.8n
Innar London charges reclced by D900 JLEA spacific gramt
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DATE? S0-JAM-EQ
TLLETRATIVE 15990,/5 COMMIMITY CHARGES NITH SPENDIMG AT £52.E58M

DOE E{.I_F:I!ﬂ.l‘i Sperting Ascnssment Packuge. Toral Starcard Specding 52 ,8bn
Inner London charges rckeced by £100m TLEL speciTic grant
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TLLETAATIVE 195047 OOMMUNITY CHARGES WITH SPEMDING AT (026N

OE E(LF) Stonderd Spending Ascessment Package. Total Standard Spending 2. 8n
Irmer London charges reduced by {1008 TLER spocific grant
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TLEUSTRATIVE 199051 OMMUNITY CHARGES WITH SPEMDINS AT 52 AN

OOE E{LF} Stsdsrd Spending Assessment Package. Total Standard Spending G280
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ILLASTRATIVE 199091 (OMMUNITY CHARGES WITH SPENDERG AT 32 B

KE E(LF) Standard Spending Retessment Package. Total Srandanrd Spending i52.8n
Inner London chorges reduced by £300m ILEA specific grant
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