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MINISTER —

LOCAL AUTHORITY GRANT SETTLEMENT

As you know I have been looking at the settlement proposals
which Nicholas Ridley announced on 19 July, and the
implications for the community charge next year. There is a
good deal of political pressure developing about aspects of
the 19 July proposals, and I have therefore also been
considering some possible modificatjions. The attached paper
analyses the position in some detail. It may be helpful to
summarise the key points here.

25 There are three basic concerns being expressed:

(i) Growing resentment in those areas where
charge-payers would be asked to make
contributions to the safety net in order to
protect charge-payers in other areas from heavy
losses.

Concern about the yery high levels of charge in
prospect in some areas. There are for example
some 40 areas in  which our present
exemplifications show charges over £350 a head
assuming expenditure rises by 7% next vyear.
Where this concern overlaps with™ the first,i.e.
where being required to contribute to the
safety net will itself drive the community
charge above the standard level of £275 a head,
the grievance is particularly acute.

Concern about the position of individuals and
householders who stand to face big losses when
the community charge comes in. This problem is

likely to loom much larger in the spring when
individual bills begin to go out. The problem
is most serious (in terms of percentage loss of
disposable income) for those just above the
income support level. I do not think we should
under-estimate the political pressure likely to
develop in due course on this front, not least
from our own supporters.




e After reviewing a number of possibilities my view is
that if we consider that we need to tackle these three
concerns, the best approach would be as follows:

(1) Pay for the contributions to the safety net by
extra grant. On present calculations this
would require an additional £650 million of
grant, though the final figure could not be
determined until December. This would remove
the major concern being expressed on our own
back benches at present, and would itself beé
sufficient to brin§=?he community charge down
to more reasonable levels in many parts of the
country.

Be prepared to use community charge capping
vigorously in up to 20 of the highest spending
authorities. This would not be easy
politically, technically or legally, but it is
the only means by which we can hope to restrain
the community charge in some of these areas.
Coupled with the Exchequer paying for the
safety net it should enable community charge
levels to be kept below £350 a head in all but
some 10-20 authorities.

Explore with DSS possible improvements to the
rebate system. An alternative would be to try
to design some form of targetted interim
household relief. This would pose forméﬁgblé/
administgifive proRlems and would - as

indicated in the paper - be costly. Possible
options are set out in an annex.

4. Apart from these proposals some may argue that there is
a case for a general increase in total standard spending and
of grant on the grounds that the 3.8% increase from this
year's budgets allowed for in the 19 Jul settlement is
unrealistic. Views on this may be affecied by whatever
proposals John McGregor brings forward for the teachers' pa

settlement in the next week or two. Subject to that my own
view is that we should stand firm on the 19 July figures in
order not to encourage authorities to think that we are
softening in our anti-inflationary stance. However, the
combination of concern about the cost of the teachers' pay
settlement and worry about the political effects of the
introduction of the community charge may well increase the
support in our own party for shifting some of the burden of
education from charge payers to tax payers.




D If we decide to make any change in the 19 July
proposals I think it is essential that we should do so sooner
rather than later. This is important politically sSo as to
retain the initiative before back bench pressures mount and
possibly force more expensive concessions later. It is also
essential for legal and administrative reasons so that we can
complete the statutory procedures of consultation and the
complex processes of data checking and drafting four separate
statutory reports to the required timetable. I should
therefore welcome a chance to discuss with you and other
colleagues concerned at an early date. I am sending copies to
Nigel Lawson, Norman Lamont, Kenneth Baker and to Sir Robin
Butler.

DOE
6 September 1989
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LOCAL AUTHORITY GRANT SETTLEMENT

1. I have been considering very carefully the obstacles we
face in introducing the community charge next year and what steps
we might take to help overcome them. This minute sets out my
main concerns, and how we might deal with them. I am very
onscious of the problems which the Chancellor faces in managing
economy and that we must not let up on our drive to moderate
authority spending. But we face a number of transitional

ith the community charge, and we need to consider wﬁgzher
sufficiently serious to require action. If we think

there se, it would be better to act now rather than to be

driven t minute measures (possibly at greater cost) after

much damag 2;2? public acrimony. Any action we may decide to

take needs De to prevent continuing damaging
criticism on Q€ our further measures are
inadequate.

- The commynity chargel has very great advantages over the
present unfair system of rages. Making all adults cohtribute to
the cost of lochl services Bs fairer, and will greatly increase
accountability. But chan g any tax /base, and in particular
wil) inevitably involve gains

als. However much these

easy for the losers to

@- pposition. We must

make sure that we can get the new syst p>.and running, and
accepted as a better arrangement, without (& g, overwhelmed by
the difgigulties associated with the . Special

measures were necessary for the revaluations i and 1973,
and also in 1985 in Scotland.

3 e The introduction of the community charge in Sco

gone reasonably well but it is worth noting that t
accounts for only about 20% of local authority revenue,

—

with 30% in England. 1In Wales, the proportion is
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- 19% - and the community charge for stégggggwgpending is £100
less than in England. That is why our proposals have been better

received there than in England.

The Settlement Generally

4. Nicholas Ridley announced in July that for England Total
Standard Spending (TSS) would be set at £32.8 billion, an
ncrease of 3.8% or £1.2 billion over local authorities' 1989/90

Aggregate external finance (AEF) was set atiflacl

éi@F) agreed these figures, we naturally had in mind
the priori xéé? ontrolling inflation and the need to restrain
public expend
grettably, authéé?i
than §;§i;
assessments of

real terms cuts on the
scale that we have implied in our propgsals.

6. Some increases inevitable because of

our own policies. Collecting the commu arge will cost £200

———

million more than rates according to our imate, and the 9%
police pay rise will cost £330 million. re shortly to
announce the remit for thé““iHEé?I& Advi ommittee on
Teachers' Pay (IAC), which will inevitably be mo SNB T If
the remit were 7.5%, this would cost £560 mi ézzéfﬁt this

crucial time for the education service we have to rec

E‘§§§bthese
pressures: if we do not it will add impetus to the pr 2553 for
the Exchequer to take over funding of teachers' salaries. <gf>
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7 8 So these three items, for which the Government has a
direct responsibility, will take up £1,090 million of the £1.2
billion available. We shall therefore have to aréae that local

EEEEEE—

Tauthorities should be able to provide all other services
(accounting for £11§wpillion of spending) at wvirtually the same
cash cost as this year.

I have illustrated in Table 1, column 2, what actual

Regrettably, spending could be higher than this.
Local Authority Associations are predicting an
Of course, we will do all we can to

authorities are responsible for the

but it is quite possible that, as in

hey will use the cover of the introduction

to show the not whglly unlikel§ worst case The average charge
would be over £330.

The Difficulties of\ Transition Gainers and/ Losers

9. As a fairer system, the Community arge implies shifts in
grant between areas, a also change e way the burden of
local taxationﬁfalls on par T hous

Originally, we proposed a system comprisi

net and dual running with existing rates to

-Eﬁéhges graddally. But, for good reasons, shortened the
szféty net beriod to a maximum of four years @m ped dual
running. The safety net phases-in changes bg}weg-<§§§$s, but
changes between individuals and households within area

through in full in April 1990.

come

10. Recently, concern has focused on the area safety net
in particular, over contributions to the net. A safety net
necessary because areas which have traditionally had low rate
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bills need time to adjust to the new burden. Also, the new
system means that the cost of high spending will fall entirely on

chargepayers, and the safety net provides a short period during

which high spending authorities can bring spending down before
the full community charge takes effect. The problem is that with
a self-financing net this protection for "losers" has to be paid
Qijifor by postpd;I;g the gains flowing to other areas.

There has been less concern so far about the effects on

Under the new system, 18 million adults will
time receive a bill for local authority services _

13 million of these will be the spouse or partner
at present pays rates). Many who have paid rates
but 1live in ,;%;é§ with low rateable value will face increased
bills. The r <gf2 ystegciall, of dourse, soften the blow in
many cases as wi
support we have prdQ%ﬁL
and for Inner London). ny people of modest means will
necessarily face a i crease in what they are expected

to pay - and if they live in anflarea which i§ contributing to the
safety net they will have to y extra to

12. I shall deal first with e issue 6f the Area Safety Net

before looking at the\ effects on ind als and the rebate
system.

The Area Safety Net <:;;%Z§>

13 In general the effect of the safety net i istribute

grant to charging authorities in such a wa
transitional period, the chargepayers of high rate
low-spending authoritites subsidise the chargepayers "o
spending authorities. Nicholas moved some way towards
this concern by allowing up to £25 of losses to come thr

allowing gainers to see nearly half their_gain in the first yea
The map below shows the distribution of contributions an
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' 1990/91 Safety net adjustments

® Recipients
i No effect
® Less than £25 contribution

® vore than £25 contribution

The sreas of the circles sre proportionsl to adult populstion
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receipts. Many Members from the areas concerned continue to make
it patently clear that our proposals are not good enough. They
are resistant to any explicit contribution by their constituents

which they see as a cross-subsidy from pfggggt, low-spending

5 o R,
authorities to the profligate. The Transition Report which would

e 1

give effect to thesevproposals is a free-standing part of the
Qijiﬁettlement and requires affirmative resolution. We shall not
Qiiﬁ?d it easy when it is debated in January.

e have limited room for manoeuvre. We must have a safety
tect losing areas for a transitional period, or couples

ents - the average increase per chargepayer could
n some areas. The Transition Report will commit
R

us to the s% e of the scheme for a period of up to four
——l

years - we s need primary legislation to change course
later. We have tiégfh now in a way that will be

> §

acceptable immedia and over the “transitional period as a
hole 5.+l P
w .

s Moreover, the July annodBcement propqQsed that the average
increase in payment in any ar next year should be limited to
£2 We shoul ave more pressure if we were now
t es. Nor d¢ I think that we can

larger contribution
protection elsewhere.

e continuing

our present

to meet some or all of the cost of protecting loser
transitional period. Any rejiggir}g _pf our existing
would be bound to make some authozigéés worse off, and I
think that would be acceptable. 5 : b,
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175 The cost of full protection next year would be about £650
million (the figure cannot be estimated precisely until
December), falling as the safety net unwinds. That would
significantly reduce community charges in all 216 authorities

currently contributing to the net, mainly in the shire areas (see

column 6 of Table 1). I have, of course, considered whether a
smaller amount of grant would achieve our purpose. An extra £325
for example, would enable us to halve contributions, to

ce the maximum contribution from £75 to below £4O ox. sto

° ‘3'5\?0 authorities from the list of contributors leaving 134
(shoWwr In Annex A). But half a concession is unlikely to satisfy
and indeed the remaining critics would press

-(&\ orously to end all contributions. The 1922

dividual backbenchers have left me in no doubt

that it is tzlg§;§pciple of contributions that they oppose, and a

half concessio likely to satisfy them.

18. I am there to the conclusion that
receiving the only
area safety net fully

t for the t nsitional period. ik

= -

se the plannEgg total. Although
authorities and ought
the risk that some

Expenditure. I therefdbre do not recomm

19. Eliminating contributions to the
the problem of high charges in areas where
—
reasonable. In Westminster, for example,
safety net would be £269
below the norm of £275. But with a safety net
£75 imposed the actual charge would be €§i§- This
message of accountability: charges can be high either
unreasonable spending or because of the safety net contri

If contributions are dropped, high charges can only be a
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of authorities' own spending, and it will be easier to get this
message across. In most cases where charges are excessive, we
have the weapon of charge-capping - I return to this later.

Individual Losers

The area safety net deals with an unacceptable increase in
community charge over the average domestic rate payment per
in an area. It remains the case, however, that even in an
ﬁ\ire people will géinﬂggﬂaye;ag? from the intfpduction of
many individuals will be expected to

ower than their community charge. It sisidof
\‘SE_EEE—ESEELnit§ggg;;§; to briga about a more
of financial burdens between local voters.
hort term political implica-

shey become apparent next

April. The pattern of individ losers i5 broadly as follows:
Of 36 million chargepayédfs: -

18 million havefbeen paying rates;

13 million ha ~been the gpouse or partner of
someone paying tes;

5 million will pay for including
about 4 m e living with

p—

with thgir children.

pm—— -~

parents and about 1 millig !:nsioners living

D

If local authorities increase spending by 7%, comparing
1990/91 charges with 1989/90 rate bills in cash ter

Of the 36 million chargepayers:- C%Z%i§>§

o

21 million will be single people or member
couples who pay more under the new system; <§f>
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12 million people will be single people or members
of couples that pay more than £2 a week extra.

Of those 12 million paying more than £2 a week extra:-

1l million are pensioners;

8 million are former ratepayers or their

partners;

@
U, i

4%%2%%§§> 1 million will be entitled to community charge

9 million have rateable values below £150;

———

8% million have incomes of less than-zib,ooo per

benefit;
»million live in the North [NE, NW, or N regions];

illion live in London;

ion live in the South East outside London.

—

If spending increas by more than 7%, “the number of losers will
be higher.

2y In considering the impa@t on individuals we look first at
the extent to which protectionflis offered by |the community charge
rebate scheme and then at altefnative forms ¢of relief.

B —

The community charg : cribed briefly in
Annex B, 1is designed to help those o lowest incomes
irrespective of whether they face transit

scheme is more generous than the rates rebat
replaces and is expected to attract 9 million cla
approaching £2 billion a year.

he least But those above
thresholds in the middle incohe groups are most likely
from the introduction of the charge and I have been cons
whether the rebate scheme could ease this problem. For ins

——

a pensioner couple with community charges of £275 each would n
be entitled to a rebate if they had an occupational pension much
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above £60 a week. Similarly, a single pensioner would be out of
entitlement with an occupational pension of more than about £30 a
week. In neither case will they be entitled if they have savings
of over £8,000.

— e
B

23, Subject to Tony Newton's advice, it is always possible to

ake rebates even more generous. At your suggestion Tony is
sziy eady exploring an adjustment of capital limits. This and two
options are briefly dg§ggiggd in Annex B with cost ranges

een £50 and £Qqupillion for minor adjustments or between

£2 00 million for more radical shifts. Such changes would

inevi e of a permanent character.

a

—

24. The way we could provide temporary help for those
outside the e e scheme would be to offer some form of
transitional h d relief. This is explored in Annex C. At

one extreme, a
say, £2.50 a week
million claims.

is c = = disabled or
or anomalies and the

S —

need for a major Hhureaucracy.

considerable diffilculties, thBugh if it/ were regarded
politically essential we wou have to /see what could,
practice, be done at such a te stage. If this were to
considered seriously i to put planning

ha immediately.

Community Charge Capping <§ZZ§>

29 Any transitional arrangement which see o shield

chargepayers initially from the full impact of mmunity
charge necessarily weakens accountability and t nward
pressure on authorities' expenditure. I propose d

inflation, and instead budget excessively,
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to cap them. I believe this in itself may provide some
deterrence against spending up for the great majority of
authorities.

26. However, past experience would suggest that regrettably a
few authorities might seek to exploit the transitional arrange-
Qiiiyents and budget excessively and I propose to curb such excesses,

—

uld they occur, by charge capping. Charge capping might well

be the most appropriate means of securing lower charges in

authorities where, due to historically high levels of

spe the safety netted charges are AI;;T*;;;;TI;_;EE;_ngget
for o est increases from 1989/90.

27 ¥ e that adopting this approach to capping might
result in up authorities being selected. The list at Annex
D shows the u ties in the —;TZEd from which the capped
authorites are A On the basis of present
spending patterns, might account for half

many more than this.

individual authoriti | arried out to a very
tight timetable - run from March to

ey

June/July. We must S care if we are to

Conclusion

28. Any action we take to deal with the ac

we face must take into account the economic situat

Lawson and John Major set out in

discussions in July. Although the proposals we a

Total Standard Spending imply very small increases in s

most services, and local authorities are bound to say t
unrealistic, I recognise the difficulty of making any c¢

here. But we should not allow the prospects of the success of<g§?
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good, fair policy to be jeopardised by discontent among our
natural supporters about the impact on them in the initial
stages.

29. If we decide that there is a case for modifying our
existing proposals for the safety net, I believe the most
realistic option would be to transfer the cost from community
charge payers to national taxation. Exchequer support for local

We

8

N
/b
Loo 9g§> ond the immediate concern to the position of

individuals,x <7 id. ¢ i with Tony Newton whether there is
a need for any ¢ in the rebaté. arrangement. If we do see a
need, I believe we shouldl announce ‘sny changes as part of a
package with any/change to e safety net.

2 Marsham Street
6 September 1989
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Adur”

Arun

Ashford
Aylesbury Vale
Barnet
Basildon
Basingstoke and Deane
Birmingham
Blaby
Bracknell
Braintree
Bridgnorth
Broadland
Bromsgrove
Broxbourne
Cambridge
Camden

Castle Point
Charmwood
Chelasford
Cherwel L
Chester
Chichester
Chiltern
Christchurch
City of London
Colchester
Cotswold
Crewe and Nantwich
Croydon
Dacorum
Daventry
Dudley

East Dorset
East Hampshire
East Hertfordshire
Eastbourne
Eastleigh
Elmbridge
Enfield

Epping Forest
Epsom and Ewell
Fareham
Gosport
Gravesham

Guildford
Harborough

Harrow

Hart

Hastings

Havant

Hertsmere

Horsham

Hove
Huntingdonshire
Kensington and Chelsea
Knows Ley

Lewes

Lichfield

Luton

Macclesfield
Maidstone

Maldon

Malvern Hills
Manchester

Mid Bedfordshire
Mid Sussex

Nilton Keynes

Mole valley

New Forest

Newbury

North Bedfordshire
North Hertfordshire
Oxford

Poole

Reading

Redditch

Reigate and Banstead
Richmond-upon-Thames
Rochester upon Medway
Rochford

Rother

Rugby

Runnymede
Rushcliffe
Rushmoor

Salisbury

Sandwel l

Sevencaks

Shepway

. AREAS STILL CONTRIBUTING TO SAFETY NET IF £300M EXTRA AVAILABLE TO REDUCE CONTRIBUTIONS

Slough

Solihull

South Bedfordshire
South Bucks

South Canmbridgeshire
South Herefordshire
South Northamptonshire
South Oxfordshire
South Staffordshire
Southend-on-Sea
Spel thorne

St Albans
Stevenage

Stockport

Stratford on Avon
Suffolk Coastal
Surrey Heath
Tendring

Test Valley
Tewkesbury

Three Rivers
Thurrock

Trafford

Tunbridge Wells
Uttlesford

Vale of White Horse
walsall

Waltham Forest
Warwick

watford

Waverley

Wealden

Welwyn Hatfield
West Oxfordshire
Westminster
Winchester

Windsor and Maidenhead
Wok ing

Wok ingham
Wolverhampton
Worcester

Worthing

Wychavon

Wycombe




REAS NO LONGER CONTRIBUTING TO SAFETY NET IF £300M EXTRA AVAILABLE TO REDUCE CONTRIBUTIONS

Brighton

Canterbury

Castle Morpeth

Chel tenham

Congleton

Corby

Coventry

Crawley

Dover

East Cambridgeshire
East Devon

East Lindsey

East Northamptonshire
Ellesmere Port and Neston
Fenland

Forest Heath

Fylde

Gedling

Gillingham
Gloucester

Harlow

Hereford

Hinckley and Bosworth
Hounslow

Ipswich

Kennet

Kettering

King's Lynn and West Norfolk
Leominster

Liverpool

Melton

Mendip

Mid suffolk

Newham

North Cormuall
North Dorset
North Kesteven
North Norfolk
Northampton
Nor thavon
Norwich

Oadby and Wigston
Peterborough
Portsmouth
Preston
Purbeck
Rutland

Sefton
Shrewsbury and Atcham
South Hams
South Hol land
South Kesteven
South Norfolk
South Shropshire
South Somerset
Southampton

St Edmundsbury
Stafford
Stroud

Sutton
Tamworth
Tandridge
Taunton Deane
Thanet
Tonbridge and Malling
Vale Royal

Wel Lingborough
West Dorset
West Lancashire
West Lindsey
West Somerset
Wirral
Woodspring
Wrekin

Wyre Forest




COMMUNITY CHARGE REBATE SCHEME

a Community charge rebates are administered by charging

authorities as agents for DSS. The initial caseload will
comprise thrégigroups of people. Those already receiving housing
benefit will be treated automatically as having claimed a
community charge rebate; those on income support will be given a
claim form this autumn; those falling into neither category will
have to initiate their own claims, which they will be able to do
from this autumn. The intention is that community charge bills
should be sent out net of rebate.

P Rebates have been designed to assist those chargepayers at
the foot of the income ladder - single parents, part-tfagxgﬂa low
income earners, the disabled and their carers and those with very

————

modest pensions or savings. The scheme is expected to offer

assistance to about 11 million individuals of whom we would
expect 9 million to claim at a cost approaching £2 billion.

———
——

Despite the fact that the scheme is more generous than the rate
rebates it replaces, the scheme's parameters exclude significant
numbers of individuals of modest means whose net incomes lie Jjust
outside the rebate thresholds.

CALCULATION OF REBATES

3 Rebates are payable according to the capital resources and

net income of the claimant. If the net income is less than the

applicable amount for income support plus the appropriate
earnings disregard (£5 for a single person, £10 for a couple, £15
in some special circumstances) then the claimant is eligible for
the maximum rebate of 80% of the community charge, provided he
does not have capital of more than £8,000. Capital below £3,000

is ignored. Between these two limits capital is assumed to be

N ——————




earning a notional income, which is counted as part of the
claimant' ev;egﬁincome. ”Cieimants whose net income is above this
applicable amount may still be entitled to a rebate of less than
the maximum. 15p is deducted from the maximum rebate for every
£l of net income above the threshold. The resulting amount -

provided it is 50p or more - is the rebate to which the claimant

e -

is entitled. Married couples and partners living as married are
assessed jointly for rebate purposes. All other individuals
receive personal rebates.

OPTIONS FOR CHANGE

4. There are a number of ways in which we could use the
rebate system to further soften the impact of the community
charge on individuals of limited means. We could adjust the
rebate rules to bring more recipients into the net or we could
make different modifications to ensure that more help went to
those already within the net. Three levers are available for
operating such tuning:

(i) Reducing slope of benefit taper

The benefit taper determines how quickly, as an individual

rises up the scale of weekly net income, rebate is reduced

from the maximum of 80% of the community charge. The
current proposal is to set the taper at 15% which means
that 15p is deducted from maximum rebate-;;; every £1 of
net income above a threshold. This 1is already an
improvement on the existing rates rebate taper of 20%.
Reducing the slope even further would be costly. We
calculate that a reduction to 10% ceuld entitle over 2

million additional adults at an addltlonal cost of between

'£250 and £300 million a year. (Precise flgures would
ﬂdepend upon the proportion of these eligible who applied:
the upper figure implies, as would be unusual, a "take up"
of 100%). At that 1level the total number of rebate




recipients would be approaching 1 in 3 of all adults, as
against 1 in 4 under current proposals. Reducing the
taper would benefit all sectors of low income households
and is the most direct means of targetting additional help
to low income groups without benefiting the more
comfortably off.

(i) Increasing the capital limits

This is the approach the Prime Minister asked DSS to

—

explore. Our own calculations suggest that if for example
~GEJWhESGEled the capital limits to £16,000 (and
correspondingly ignored the first £6,000) this anld bring
an additional 700, 000 individuals within rebate
entitlement at a cost of up to £80 million a year
(depending on take up). Such an imp;g;ement would be of

help to pensioners and older age groups with some_savings.

— S,

(iii) Increasing the earnings disregard

By contrast this would help low-income earners, but offers

little to pensioners. Doubling the earnings disregard to

£10 and £20 pw for single people and couples respectively
would bring an additional 600, 000 adults within
entitlement at a cost of up to £70 million (depending on
take up) a year. This option would be of help to some
young adults living at home and who have not paid rates in

the past.
OPERATIONAL CONSTRAINTS

s Any fundamental changes in rebate arrangements will
require local authorities and their contractors to make late
changes in their computer software and billing arrangements.

There are significant constraints on the scope for change - very

late changes in Housing Benefit arrangements two years ago were




beyond the capacity of authorities and computer companies to
resolve in time and produced severe administrative confusion for
several months. The changes imposed on local authorities to
start on 1.4.90 (community charge, business rates, new rules for
housing and capital accounting) are known to be at the limit of
what some authorities can cope with. If we are forced to have

changes now we should aim to announce them as soon as possible.




ANNEX C

TRANSITIONAL HOUSEHOLD RELIEF

s Individuals or couples whose community charge(s) were higher
e

—

than their previous rate bill would make a claim to a central

agency for transitional household relief. The agency would need

confirming details of claimants' previoﬁs rate bills and current
community charge rebate (if any) from the relevant 1local
authority. If the increase exceeded a prescribed amount the
agency would pay relief to compensate for any excess above the
prescribed amount. The relief could be paid monthly direct to
the claimants or to the charging authority. The relief would
continue at a reducing rate designed to be phased out over a
short transitional period or for so long as the claimants stayed

at the same address, whichever was earlier.

2. If the relief was made available to everybody including those
paying for local services for the first time (mainly young adults
over 19 still at home and "grannies") the caseload would be
insupportable. With losses of £2.50 a week allowed, all first
time payers would be entitled to a safety net - perhaps
3% million single people and couples - as would about 4% million
previous ratepayers. The total caseload would be about

11 million and the cost in the region of £1% billion.
3. Some options for targetting the relief might be:

(i) restrict the relief to couples and single adults
previously paying rates (ie no relief for first-time
contributors). This would reduce the caseload to 4% million
and the cost to about £800 million;

(ii) as (i) but extending the relief to pensioners, disabled
and their carers and other special groups who did not
previously pay rates. This might add % million people to the
caseload at a total cost of £900 million;




(iii) as (ii) but for couples, relief limited to allow
increases of up to £2.50 per person. This would reduce the
caseload to about 2 million at a cost of £300 million;

(iv) restrict relief to those with low incomes - the
population eligible for community charge rebate or previously
eligible for rate rebates. This would greatly reduce both
caseload and cost. Very few of those eligible for these
benefits would have losses greater than £2.50 as a large
proportion will only pay 20% of their charge. We cannot cost
this at present, but it is 1likely to cost less than option
(iii). This level of restricted relief however is unlikely to
assist many low-income losers and might be little more than a
clumsy alternative to improving the existing community charge

rebate scheme.

4. It is to be noted that none of these options requires the
relief to be means tested unless we assumed, as is reasonable,
that receipt of ES;;G;ity charge or rate rebate was itself a
reliable means test. But there are no obvious tests (other than
means inquiry) which identify individuals at the level immediate-
ly above benefit levels. For this reason almost any household

relief would have to be available to the comfortable if we are to

erisure that it reaches low- income losers. g s

Dis There would have to be administrative short cuts and rough
justice built into any system. There would be no time for

detailed primary legislation and any scheme would have to be

administered centrally with local authorities' role limited to
providing rate and rebate data. Considerable effort would have
to start virtually immediately in working up the details of even
a closely-targetted scheme. Even at that level the task of
assembling 2000 staff suitable accommodation and commissioning

——————————— —— ey

computer equipment in time for April 1990 would be formidable.
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CHARGECAPPING 1990/91

Which authorities are charge-capped in 1990/91 will depend on
authorities' spending decisions for 1990/91, and the precise

selection criteria we adopt.

The following is a list of authorities which, on the pattern of

1989/90 budgets, are the highest overspenders relative to

e e———— - s - ——

Standard Spending Assessments (using the package used for E(LF)

exemplifications), excluding authorities with budgets likely to
be below £15 million which are exempt from capping. This list
therefore shows the group of authorities from which the
candidates for charge capping next year are likely to be drawn.
If the pattern of budgets change other authorities could be in

the field for capping.

Barking and Dagenham Leicester
Barnsley Lewisham
Basildon Middlesbrough
Blackpool Northampton
Bournemouth “Portsmouth
Brent Sheffield
Brighton Southwark
Bristol Tower Hamlets
Calderdale

Camden

Doncaster

Greenwich

Hammersmith and Fulham

Haringey

Hillingdon

Islington

Kingston upon Hull

Langbawgh-on-Tees




ILLUSTRATIVE SAFETY NET COMMUNITY CHARGE AND SAFETY NET

NOTES TO TABLE 1

The safety net arrangements
announced on 19 July. These are that:-

- losing areas pay the first £25 of losses.
gaining areas receive around 45% of their potential gain
in the first year.

additional protection to low average domestic rateable
value areas (£100 m in total).

additional help for Inner London to deal with inherited
ILEA expenditure (£100 m in total)

The assumed level of grant and business rate available to support
local authority spending (AEF) is £23.1 bn, as announced on 19
July.

The total Standard Spending is £32.8 bn as announced on 19 July.

The adult population is assumed to be 36 million. This makes some
allowance for exemptions and under registration.

COLUMN 1 : illustrative safety netted community charges if
authorities in aggregate spent at £32.8 bn, using
the proposed package of Standard Spending
Assessments (SSAs).

COLUMN : as column 2 but assuming that authorities spend
£33.8 bn in aggregate, 7% above 1989/90 budgets,
ie 3% above the forecast GDP deflator of 4%.

COLUMN : as column 3 but assuming that authorities spend
£35.05 bn in aggregate. This is 11% above 1989/90
budgets ie 4% above a more realistic inflation
figure of 7%.

COLUMN : shows the provisional safety net adjustment for
1990/91 using current data.

COLUMN : 1is as column 5 but assumes that the safety net is
wholly funded by central government. The estimated
cost on current figures is around £650 m.

COULMN : shows the change in both safety net contributions
and the community charge as a result of central
government funding the safety net.




ILLUSTRATIVE 1990/91 SAFETY NETTED COMMUNITY CHARGES AND SAFETY NET ADJUSTMENTS

---- consistent with 19 July announcement ---
coL 1 coL 2 coL 3

1990/91 cC 1990/91 CC 1990/91 CC
with spending with spending with spending
3.8% above 7% above 11% above
1989/90 budgets 1989/90 budgets 1989/90 budgets

CcoL 4
Provisional
1990/
safety net
adjustment

coL 5
Safety net
adjustment

when Govt
funded

Total England 269 296 33

Total Inner London 325
Total Outer London 350
3
284

Total Metropolitan Areas
Total Shire Areas




ILLUSTRATIVE 1990/91 SAFETY NETTED COMMUNITY CHARGES AND SAFETY NET ADJUSTMENTS

GREATER LONDON
City of London

Camden

Greenwich

Hackney

Hammersmith and Fulham
Islington

Kensington and Chelsea
Lambeth

Lewisham

Southwark

Tower Hamlets
Wandsworth

Westminster
——

-—- consistent with 19 July announcement ---

coL 1

199091 cC
with spending
3.8% above
1989/50 budgets

coL 2

1990/91 cC
with spending
7% above
1989/90 budgets

coL 3

1990/ cC
with spending
11% above
1989/90 budgets

coL &
Provisional
19901
safety net
adjustment

oL 5
Safety net
adjustment

when Govt
funded

coL 6
Benefit
from Govt
funding of
safety net

~n
-
N

Barking and Dagenham
Barnet

B;ﬂey

Brept

Bromley

_Croydon

Ealing
Enfield
Haringey
Harrow,

Havering

Hillingdon

Houns Low

Kings ton-upon-Thames
Merton

Newham

Redbr idge
Richmond-upon-Thames
Sutton

Waltham Forest
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ATER MANCHESTER
olton

ury
anchester
Ldham
ochdale
alford
tockport
ames ide
rafford
igan

SEYSIDE
nows Ley
iverpool
t Helens
efton
irral

TH YORKSHIRE
arnsley
oncaster
otherham
heffield

IE AND WEAR
iateshead

lewcastle upon Tyne
lorth Tyneside
south Tyneside
Sunderland

5T MIDLANDS
3irmingham
“oventry
udley
sandwel L
soLihulL
ialsall
JJI.—\-/erhamtm
5T YORKSHIRE
3radford
Calderdale
Cirklees
Leeds
Wakefield

ILLUSTRATIVE 1990/91 SAFETY NETTED COMMUNITY CHARGES AND SAFETY NET ADJUSTMENTS

-~ consistent with 19 July announcement ---

CcoL 1

199091 CC
with spending
3.8% above
1989/90 budgets

coL 3

1990/91 CC
with spending
11% above
1989/90 budgets

oL 4
Provisional
1990/91
safety net
adjustment

oL 5
Safety net
adjustment

when Govt
funded

oL 6
Benefit
from Govt
funding of
safety net
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ILLUSTRATIVE 1990/91 SAFETY NETTED COMMUNITY CHARGES AND SAFETY NET ADJUSTMENTS

N
Bath
Bristol
Kingswood
Nor thavon
Wansdyke
Woodspring

FORDSHIRE

North Bedfordshire
Luton

Mid Bedfordshire
South Bedfordshire

KSHIRE
Bracknell
Newbury
Reading
Slough
Windsor and Maidenhead
Wok ingham

KINGHAMSHIRE
Aylesbury vale
South Bucks
Chiltern
Milton Keynes
Wycombe

BRIDGESHIRE
Cambridge
East Cambridgeshire
Fenland
Huntingdonshire
Peterborough
South Cambridgeshire

SHIRE
Chester
Congleton
Crewe and Nantwich
Ellesmere Port and Neston
Halton
Macclesfield
Vale Royal
Warrington

-——- consistent with 19 July announcement ---

coL 1

199091 cc
with spending
3.8% above
1989/90 budgets

coL 2

1990/91 cC
with spending
7% above
1989/90 budgets

coL 3

1990/91 cC
with spending
11% above
1989/90 budgets

CoL 4
Provisional
1990/91
safety net
adjustment

oL 5
Safety net
adjustment
when Govt

funded

coL 6
Benefit
from Govt
funding of
safety net




Table 1
ILLUSTRATIVE 1990/91 SAFETY NETTED COMMUNITY CHARGES AND

-—-- consistent with 19 July announcement ---
coL 2 coL 3 oL & CoL 5 coL 6
1990/91 cC 1990/91 CC Provisional Safety net Benefit
with spending with spending 1990/ adjustment from Govt
7% above 11% above safety net when Govt funding of
1989/90 budgets 1989/90 budgets adjustment funded safety net

CLEVELAND
Hartlepool
Langbaurgh-on-Tees
MiddLesbrough
Stockton-on-Tees

CORNWALL
Caradon
Carrick
Kerrier
North Corrwall
Penwith
Restormel

CUMBRIA
Allerdale
Barrow in Furness
Carlisle
Copeland
Eden
South Lakeland

DERBYSHIRE
Amber Valley
Bol sover
Chesterfield
Derby
Erewash
High Peak
North East Derbyshire
South Derbyshire
Derbyshire Dales

SHBED

BERIZ

DEVON

East Devon
Exeter
North Devon
Plymouth
South Hams
Teignbridge
Mid Devon
Torbay
Torridge
West Devon




ILLUSTRATIVE 1990/91 SAFETY NETTED COMMUNITY CHARGES AND SAFETY NET ADJUSTMENTS

Bournemouth
Christchurch
North Dorset

Purbeck

West Dorset

Weymouth and Portland
East Dorset

HAM
Chester-le-Street
Darlington
Derwentside
Durham
Easington
Sedgefield
Teesdale
Wear Valley

T SUSSEX
Brighton
Eastbourne
Hastings
Hove

Basildon
Braintree
Brentwood
Castle Point
Chelmsford
Colchester
Epping Forest
Har Low
Maldon
Rochford
Southend-on-Sea
Tendring
Thurrock
Uttlesford

-—- consistent with 19 July announcement ---

oL 1

1990/91 cC
with spending
3.8% above
1989/90 budgets

coL 2

1990/91 CC
with spending
7% above
1989/90 budgets

oL 3

1990/91 CC
with spending
11% above
1989,/90 budgets

oL 4
Provisional
1990/
safety net
adjustment

oL 5
Safety net
adjustment

when Govt
funded

Table 1

303
323
251

261
259

330

320
334
270

261
288
239
268
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ILLUSTRATIVE 1990/91 SAFETY NETTED COMMUNITY CHARGES AND SAFETY NET ADJUSTMENTS

---- consistent with 19 July announcement ---
coL 1 oL 2 oL 3 coL 4 oL 5 coL 6
1990/91 cC 1990/ cC 1990/91 cC Provisional Safety net Benefit
with spending with spending with spending 1990,/91 adjustment from Govt
3.8% above 7% above 11% above safety net when Govt funding of
1989/90 budgets 1989/90 budgets 1989/90 budgets adjustment funded safety net

GLOUCESTERSHIRE
Cheltenham 268
Cotswold 257
Forest of Dean 226
Gloucester 229
Stroud 248
Tewkesbury 248

HAMPSHIRE
Basingstoke and Deane
East Hampshire
Eastleigh
Fareham
Gosport
Hart
Havant
New Forest
Portsmouth
Rushmoor
Southampton
Test Valley
Winchester

BHER

NEEBHE

n

HEREFORD AND WORCESTER
Bromsgrove
Hereford
Leominster
Malvern Hills
Redditch
South Herefordshire
Worcester
Wychavon
Wyre Forest

BRYIEREIN

HERTFORDSHIRE
Broxbourne
Dacorum
East Hertfordshire
Her tsmere
North Hertfordshire
St Albans
Stevenage
Three Rivers
Watford
Welwyn Hatfield

HERZEBR
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Table 1
ILLUSTRATIVE 1990/91 SAFETY NETTED COMMUNITY CHARGES AND SAFETY NET ADJUSTMENTS

---- consistent with 19 July announcement -—
coL 1 coL 2 oL 3 coL 4 coL 5 oL 6
1990/91 CcC 1990/91 CC 1990/91 CC Provisional Safety net Benefit
with spending with spending with spending 1990,/ adjustment from Govt
3.8% above 7% above 11% above safety net when Govt funding of
1989/90 budgets 1989/90 budgets 1989/90 budgets adjustment funded safety net

HUMBERS IDE
Beverley 7
Boothferry -58
Cleethorpes 42
Glanford -6
Great Grimsby -43
Holderness -5
Kingston upon Hull -63
East Yorkshire -56
Scunthorpe -58

ISLE OF WIGHT
Medina
South Wight

Ashford

Canterbury

Dartford

Dover

GilLlingham

Gravesham

Maidstone

Rochester upon Medway
Sevenoaks

Shepway

Swale

Thanet

Tonbridge and Malling
Tunbridge Wells

LANCASHIRE
Blackburn
Blackpool
Burnley
Chorley
Fylde
Hyndburn
Lancaster
Pendle
Preston
Ribble valley
Rossendale
South Ribble
West Lancashire
Wyre
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ILLUSTRATIVE 1990/91 SAFETY NETTED COMMUNITY CHARGES AND SAFETY NET ADJUSTMENTS

---- consistent with 19 July announcement ---
coL 1 oL 2 oL 3 oL 4 coL 5
1990/91 CC 199091 CC 1990/91 cC Provisional Safety net
with spending with spending with spending 1990/ adjustment
3.8% above 7% above 11% above safety net when Govt
1989/90 budgets 1989/90 budgets 1989/90 budgets adjustment funded

LEICESTERSHIRE
Blaby 18
Charnwood 25
Harborough 32
Hinckley and Bosworth 10
Leicester 28

Mel ton

North West Leicestershire

Oadby and Wigston

Rutland

14

17
14

B¥RIY

LINCOLNSHIRE
Boston
East Lindsey
Lincoln
North Kesteven
South Holland
South Kesteven
West Lindsey

RYBBRRE

NORFOLK
Breckland
Broadland
Great Yarmouth
North Norfolk
Norwich
South Norfolk
King's Lynn and West Norfo

NORTHAMPTONSHIRE
Corby
Daventry
East Northamptonshire
Kettering
Nor thampton
South Northamptonshire
Wel Lingborough

NORTHUMBERLAND
Alnwick
Berwick-upon-Tweed
Blyth valley
Castle Morpeth
Tynedale
Wansbeck




ILLUSTRATIVE 1990/91 SAFETY NETTED COMMUNITY CHARGES AND SAFETY NET ADJUSTMENTS

-—- consistent with 19 July announcement ---
coL 1 coL 2 coL 3 CoL 4 CcoL 5 CoL 6
1990/91 cC 1990/91 cC 1990/91 cC Provisional Safety net Benefit
with spending with spending with spending 1990,/ adjustment from Govt
3.8% above 7% above 11% above safety net when Govt funding of
1989/90 budgets 1989/90 budgets 1989/90 budgets adjustment safety net

NORTH YORKSHIRE
Craven
Hambleton
Harrogate
Richmondshire
Ryedale
Scarborough
Selby
York

NOTTINGHAMSHIRE
Ashfield
Bassetlaw
Broxtowe
Gedling
Mansfield
Newark and Sherwood
Not tingham
Rushcliffe

OXFORDSHIRE
Cherwel L
Oxford
South Oxfordshire
Vale of White Horse
West Oxfordshire

SHROPSHIRE
Bridgnorth
North Shropshire
Oswestry
Shrewsbury and Atcham
South Shropshire
Wrekin

SOMERSET
Mendip
Sedgemoor
Taunton Deane
West Somerset
South Somerset




ILLUSTRATIVE 1990/91 SAFETY NETTED COMMUNITY CHARGES AND SAFETY NET ADJUSTMENTS

STAFFORDSHIRE
Cannock Chase
East Staffordshire
Lichfield
NewcastLe-under-Lyme
South Staffordshire
Stafford
Staffordshire Moorlands
Stoke-on-Trent
Tamworth

SUFFOLK

Babergh

Forest Heath
Ipswich

Mid Suffolk

St Edmundsbury
Suffolk Coastal
Waveney

SURREY
Elmbridge
Epsom and Ewell
Guildford
Mole Valley
Reigate and Banstead
Runnymede
Spel thorne
Surrey Heath
Tandridge
Waverley
Woking

WARWICKSHIRE
North Warwickshire
Nuneaton and Bedworth
Rugby
Stratford on Avon
Warwick

-—- consistent with 19 July announcement ---

coL 1

1990/91 CC
with spending
3.8% above
1989/90 budgets

oL 2

1990/91 CC
with spending
7% above
1989/90 budgets

coL 3

1990/91 cC
with spending
11% above
1989/90 budgets

oL 4
Provisional
1990/
safety net
adjustment

oL 5
Safety net
adjustment

when Govt
funded

oL 6
Benefit
from Govt
funding of
safety net




ILLUSTRATIVE 1990/91 SAFETY NETTED COMMUNITY CHARGES AND SAFETY NET ADJUSTMENTS

=-== consistent with 19 July announcement ---
oL 1 coL 2 oL 3 oL 4 CoL 5 oL 6
1990/ ¢C 1990 cC 1990/ cC Provisional Safety net Benefit
with spending with spending  with spending 1990,/ adjustment from Govt
3.8% above 7% above 11X above safety net when Govt funding of
1989/90 budgets 1989,/50 budgets 1989/90 budgets adjustment funded safety net

Adur 264 23 23
Arun 244 35 33
Chichester 233 40 40
Crawley 3 3
Hor sham 225 49 49
&4 4

26 26

Mid Sussex 255
Worthing 229

WILTSHIRE
Kennet
North Wiltshire
Salisbury
Thamesdown
West Wiltshire

ALL PURPOSE AUTHORITY
Isles of scilly




