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l. At the first meeting of the Group, the Home Secretary
and I were asked to attempt to reach a common view on the
financial arrangements for police and fire joint boards

(MISC 95(83)1st). This paper has been prepared in collaboration
with Home Office Ministers. —

2. The main issues are:

i. the extent of the role that it is appropriate for
central government to take in controlling the budgets
for specific services and in particular for the police
services where there are acute sensitivities; =

the choice of a method of financing joint boards that
will place the maximum pressure on them to be economical
and cost effective,

3. The note at Annex A sets out our agreed analysis of the
present situation and the options available, 1In summary these
are; -

Option A

to make joint boards directly responsible for their
W\ACD&:expenditure decisions and the grant and rating consequences

of those decisions;: this implies that the boards should
receive grant and precept; that they should therefore
Vg be subject to the select control scheme and I would argque
UJM ,J,f?\ to a direct control in their first transitional period;
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Option B

,S to place responsibility for funding the boards with the
lower tier authorities that are represented on them:; the boards
would receive specific and supplementary grants (eg police

(v grant) but not block grant; the constituent districts would

\)ﬁr‘

:;}J’p and rate for the rest of their contributions. The control

A
/

A

receive block grant on their share of the boards' expenditure,

schemes would have to be applied indirectly through the

constituent jiearicts.
. LA qur -
Rec néay}onsrgfﬁﬂdmlster for Local Government
s "

\5.. I recommend that the new police and fire boards should

eceive block grant, be allowed to precept on their constituent
districts and be subject to direct control in the transitional
period and then toselectivecontrol under the proposed rate
limitation scheme,

5. If the boards are not subject to direct control in the
transitonal period, the whole thrust of our abolition policy
would be put at risk. The basic rationale for this policy is our
determination to have less wasteful and-less inefficient local
government. We must also secure substantial staff sayings.
Police and Fire services account for about haIf Of the current
expenditure of the metropolitan counties and about two thirds

of the manpower. We cannot afford to exempt these =erVices from
contTOT; in particular over the transition period. And any
precedents created would be cited by any other boards such
as ILEA which were created, further excaberating our problems.
Joint boards could account for over three-quarters of the total
manpower engaged 1in the services of the authorities we are
abolishing,.

6. The Home Office are recommending that responsibility for
funding the poards should be placed on the constituent districts,
and that control of the police and fire  board exXpenditure
be exercised indirectly through pressure on the districts,

This would, in my View, have the following serious disadvantages,

7. First, the boards would not be liable to the consequences

of their own financial decisions. They would have insufficient
incentive to make proposals to rein back expenditure. And since
the majority of the constituent districts of any police or
fire board are not likely to be liable to selective control,

the districts would find it correspondingly easier to accept

any extra financial demands from the board,

8. Secondly, individual districts could face penalties on
account of decisions by the board which they did not support.

The contributions made by each constituent district to its

police and fire boards would count as part of its own expenditure.

(CONFIDENTIAL)




(CONFIDENTIAL)

In setting the police or fire board's annual budget, there

could well be a conflict of interests between the constituent
districts, An individual district just below target or just
outside the net of selective control, which pressed for a low
pboard budget could be outvoted, and yet because_of its conseqpently
higher contribution to the board, be subject to holdback,
or to selective control. This problem is exacerbated by the

fact that magistrates currently have a third of the voting

rights on police boards. The effects of the Home Office

proposals could be seen as so clearly unf§ir by §he 68 London
boroughs and Metropolitan Districts that in my view we could

run the risk of not getting it through the House. (Qne possible
result would be TO exempt police and rire expenditure from

control altogether. That would be disastrous,

9. I note the Home Office points about possible constitutional
problems arising if boards are subject to direct control and about
the inadequacies of the police and fire services GREs. I would
make two points. First, 80% of police spending (on manpower, pay
and allowances) is already not at the discretion of the police
authorities, Furthermore, tfhe Government would not be deciding
now much a particular board should spend, it would be setting a
maximum limit. Second, to the extent that the Home Office
conslder that police and fire service GREs are unjustifiably out
of line with expenditure (see Annex B), I would welcome an
urgent review, in consultation with the Home Office to improve
them.

10. Colleagues will need to consider the trade off between putting
our abolition policy at risk through excessive growth in expenditure
and manpower in the transitional period and thereafter, and any
constitutional problems flowing from central government

responsibility for the maximum expenditure levels of police and
fire boards.

Recommendations of Home Office Ministers

11. Home Office Ministers see powerful reasons for adopting
Option B (applying control through the constituent districts).
their objections to Option A (direct control) are:

a. the political objection that the Government would be drawn
into deciding how much a local authority should spend
on individual services. This is a large step from
deciding (as the proposals for rate limitation will
require) a total which a local authority should be allowed
to spend on a range of services:

a new system would be created in the metropolitan areas
while arrangements in the shire counties would be
unchanged. The Government could expect to be accused
of making a covert assumption of control over police in
inner city areas.,
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GREs were devised solely for the purpose of block grant
distribution. They would not be a satisfactory basis for
C81C” ating block grant QF”lLIQHEHtS of single service
] a on police and fire in the

onsidered to be broadly in
w1c ly from the GREs. Attempts

have failed and it is douated
d be devised to give mor
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Under option A, unless current expenditure targets were
significantly increased, joint boards would face a choice
between 1ncreasing their precepts (and possibly being
caught by the selective schemes), or cutting back on
existing provision. Neither is an attractive proposition
from the point of view of the Government's policy towards
these essential services, nor the statutory responsibilitiies
of the Home Secretary and police authorities. The Home
Secretary would, in all probability, feel bound to

support expenditure proposals censistent with the present
level of provision for these services. In those
circumstances, it is difficult to see how significant
reductions in current levels of spending on those

services could be achieved. 1Indeed, the loss of indirect
pressure on police and fire budgets through control over
multi-service budgets would make it more difficult than
under Option B for the Home Office to achieve 1Wprouements
in the efficiency of these services;

approving budgets above GREs for single services in the
metropolitan areas could have unwelcome results in the
shire counties., If Ministers accepted that spending on
services in the metropolitan areas should be above GRE
level, the shire counties would expect similar latitude
to be shown over spending.

The advantages of option B are:-

a.

& coherent national pattern would be retained which would
allow do the arrangements for existing combined
police authorities) detailed arrangements which could be
varied to take account as far as possible of the wishes
of local authorities having responsibility for services:

ections of GREs would be absorbed to some
thin composite GREs for each local authority;

would not be encouraged to spend up to
a danger to which DOE Ministers have
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2. Home:Office Ministers point out that since spending on the police
80% contained by the Home Secretary's responsipility for
owances, joint b for ti police
substantial ir j 11
intention, Control of t
peing effected through

eking to do so will
making ] iculti ut of whatever but
the particular r o¢f that kind control
via the district L ] do not seem to the Home Secretary
sufficient to outweigh the wider problems that would come

from direct control of joint boards.
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Conclusions

13. We are faced with a political choice between Option A which
would preserve the credibility of our policies on public expenditure
and abolition and Option B which would avoid any constitutional
problems arising from direct control of the expenditure of police
and fire boards.

Department of the Environment
2 Marsham Street

London

SW1

15 July 1983
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the responsibility of the IRTA.

2. At present lice, fire and transport services are
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inancial entities.

mentary grants (eg

be fun
would count
would have F The districts would receive
level of their aggregate expenditure in
services, and would rate for the remainder
guirement.
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joint boards would
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their own right - if
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to expenditure oy
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] into control, but this would depend

on their ¢ ditur: her services.

CONFIDENTIAT




AlINEX B

METROPOLITAN COUNTY COUNCILS ARND

COMPARISON OF 1983/84 BUDGETED EXPEN JRE N POLICE AlD FIRE WITH
SERVICE GREs
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DEPARTMENT OF TRANSPORT
2 MARSHAM STREET LONDON SW1P 3EB

01-212 3434

The Rt Hon Patrick Jenkin MP

Secretary of State for the Environment
Department of the Environment

2 Marsham Street

LONDON SW1lP 3EB

o

PUBLIC TRANSPORT IN THE METROPOLITAN COUNTIES

t,
5 "July, 1983

/

Before we meet tomorrow to discuss Irwin Bellwin's paper
(MISC 95(83)1) I thought it might be helpful if I put in writing
my views on his suggestion that the Group should consider the

case for joint boards for public transport in the Metropolitan
counties.

My approach is to avoid joint boards if at all possible. In
the case of roads and traffic, this can be achieved. But public
transport in the Metropolitan counties is in the hands of the
passenger transport executives (PTEs) which were set up in 1969
well before the Metropolitan counties were created (except for
those in West and South Yorkshire, which were established after
local government reorganisation in 1974). 1In the 15 years since
then, reorganisation of their operations means that it is now
less easy to divide up all these bus operations into separate

ones to fit the structure of the Metropolitan districts.

The PTEs are also responsible for major grants to British
Rail, totalling £54m in England in 1982/83. 1If the PTEs were no

longer there, this responsibility would inevitably transfer back




to central government, directly contrary to the policies we wish
to pursue towards British Rail. In the event, Strathclyde could
hardly continue as the sole case of local payment for rail
services. In Tyne and Wear the PTE operate the Tyneside Metro.
That must inevitably remain a single operation. Several other
PTEs have made quite substantial adjustments to fit bus and rail
services together, for example in West Midlands and Merseyside.
We have also just put on the Statute book the 1983 Act to
increase central government influence over public transport

planning and efficiency in the PTEs.

.

Moreover, the joint boards would be subject to direct

budgetary control, whereas some of the districts could escape the
selective control under the new legislation which would be
particularly unfortunate given the history of overspending on

Conservative transport subsidies.

If there is no general policy of breaking up the PTEs, there
must be some democratic body to control them. Somebody must make
the appointments and approve the budget. This leaves us with no
choice bot to have joint boards.

I do not say that this must be so in every case. There may
be cases where the PTE could be broken up and responsibility
devolved to districts. That would require more specific

information.

I therefore consider that our White Paper should suggest
that joint boards will be needed to supervise the passenger
transport executives, but to present the proportion in such a way
that those who wish to argue for different arrangements in
particular instances will need to make the case that breaking up

the PTE will be an improvement.
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I am copying this to the Prime Minister and to all members
of MISC 95.
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10 DOWNING STREET

From the Private Secretary 19 July 1983

%

Abolition of the GLC and the Metropolitan
County Councils :

We have arranged a '"tutorial" for the Prime Minister on
Thursday afternoon, at which your Secretary of State and Mr. Heiser
will be present, This arose from the Prime Minister's comments on
Lord Bellwin's paper (MISC 95(83)2) on the financial arrangements
for joint police and fire boards and the constitutional implications.
The Prime Minister is opposed to making joint boards directly
responsible for theilr expenditure decisions, and the grant and
rating consequences of those decisions; and being given the right
to precept and receive grant, The Prime Minister believes that
they should be given these powers only if the Government can control
their total expenditure and manpower; and that it would be
preferable to have a single system of control as suggested in
Option B of paragraph 3 of Lord Bellwin's paper.

I have written separately about the Prime Minister's questions
on manpower in the GLC and MCCs,

I am sending a copy of this letter to Richard Hatfield
(Cabinet Office),

John Ballard Esq
Department of the Environment,
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10 DOWNING STREET

From the Private Secretary July 1983

DL@,/? Jolr\’\.,

Abolition of the Greater London Council and the
Metropolitan County Councils

The Prime Minister saw the record of the discussion at
MISC 95 on Wednesday of Lord Bellwin's paper on the abolition
of the GLC and the Metropolitan County Councils.

The Prime Minister has noted with interest the arguments
about whether the joint boards should have the power to precept,
or whether they should be financed through the nominating authorities
(raised in relation to the Police Joint Boards at (f) on page
3 of MISC 95(83) 1st meeting). I would be grateful if you would
keep me in touch with the development of policy on this matter.

I am sending a copy of this letter to Richard Hatfield
(Cabinet Office).

YIW&A f&'»W(‘-] J

Mivhad  Soholar

John Ballard, Esq.,
Department of the Environment.
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Social Services
4 July, 1983

From the Private Secretary

ABOLITION OF THE GLC AND THE METROPOLITAN

COUNTY COUNCILS

The Prime Minister saw Lord Bellwin's paper(MISC 95(83)1)
on this subject over the weekend. She has commented that she
believes that the Government will be too ready to accept the
proposition that about 70% of existing staff will go to the

joint boards.

I am sending a copy of this letter to the Private Secretaries

to the members of MISC 95 and to Richard Hatfield (Cabinet Office).

J. Ballard, Esq.,

Department of the Environment




