4
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(] 5 COMMUNITY CHARGE

I attach a table comparing the community charge that would

.

rate bllls in 1986- 87. I also attach an extract from the

D —————————————————————

Paper ‘Paylng for Local Government' about the effects in

Scotland of the 1983 revaluatlon The points below in

support of a move to a communlty charge and against the

——y

alternatives draw on these.

In Favour of the Community Charge

it will spread the burden of local taxation over all

local electors;

it will be fairer because larger households who use more
s ——

local services will pay more;

it will also be fairer because households with several

earners will pay more than a single person, for example,

pensioner households;

it will benefit those living alone, particularly

pen31oners, who at present are unfairly penalised by

———

rates. 1In all but 5 local authorities the community

——

charge for a siqg}e person should be less than the

—

average rate bill;

and two adult households will pay less in community
I ——————— —

- ———

charge than the present average rate bill in almost two
thirds of local authorltles (65%);

——

it will encourage responsible decisions by local

authorities because all electors will be required to




contribute something towards the financial consequences

of these decisions;

housing benfit will meet 80% of the charge for the least
well off; prmla K

- S ———————y

It has fewer disadvantages than the other main options for

change - local income tax or a reformed rating system.

Against A Reformed Rating System

Rates based on capital values would involve massive

increases in rates bills in London and the South East out
of all proportion to ability to pay. Average house
prices in Greater London (December 1986) are more than

double those in Yorkshire and Humberside whilst average

——

incomes are only a third higher (1985 FES). Pensioners

would be particularly hard hit.

A revaluation of rateable values on the present basis of

rental values would also lead to larger increases in the

South East since rateable values have not been revised

for 14 years. The revaluation in Scotland in 1985, which

covered only 7 years led to increases in rates bills for

—

some ratepayers of more than a third [NB but some
e ——
community charge bills will increase by at lest this

amount ].

And either sort of revaluation would lead to the

. TR o ¢ e ’
unpredictable changes in individual rate bills unrelated

to local authority spending decisions;

Any redistribution of rates income to match it more

closely with earnings is likely to lead to the opposite

—

effect - an increase in rates bills in the North - since
rateable values there are lower in relation to incomes

than they are in the South (eg Guildford average rateable




value 2% times higher than than of Easington but incomes
in South East region only 1% times those in North (1985
FES)).

Rates bear little relationship to ability to pay. The

single pensioner pays as much as the family next door

with earning parents and two earning adult children

Against a Local Income Tax

- A local income tax would either involve establishing a
e et g

p——————

new local bureaucracy to collect the tax, with Town Hall

officials requiring details of every resident's income;

Or would be levied as a surcharge on National Income Tax.
This would have a damaging effect on incentives and
weaken the accountability of local electors to their
electorate. Many taxpayers would probably be unaware how
much of their tax bill was the responsibility of their
local authority.

Peter Soreddtv

PETER STREDDER




England Total

Total Shire Areas
Total Met. Area
Inner Boroughs
Quter Boroughs

London total

Summary of impact of Green Paper propsals onm domestic and
/P"’

non-domestic sectors in each local authority area in 1986/87

domestic sector non-domestic sector
average basic overspend  comsunity actual national change to
rate community charge rate non-domestic NNDR
bill charge poundage rate poundage
£s/household f5/adult Lol now poundage (%)
Col Col b Col 7




. Summary of impact of Green Paper propsals on domestic and
non-domestic sectors in each local authority area in 1986/87

domestic sector s non-domestic sector
average basic overspend  community actual national chanqe to
rate commuriity charge rate non-domestic NNDR
bill charqe { Col 2 poundage rate poundage
£s/housenold f5/adult Col 3 now poundage {500
ol 1 Col 2 Col 3 Col 4 Col 3 Col 6 Col 7
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GREATER MANCHESTER
Bolton
Bury
Manchester
01dham
Rochdale
Salford
Stockport
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Summary of impact of Green Paper propsals on domestic and
nor-domnestic sectors in each local authority area in 1986/87

domestic sector non-domestic sector
. average basic overspend  community actual national change to
rate community charqe rate non-domestic NNDR
bill charqe ( Col 2+  poundage rate poundage
fs/household fs/adult Col 3) now poundage o A0,
Col 1 2 Col 4 Col § Col 6 Col 7
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Summary of impact of Green Paper propsals on domestic and
‘ nor-domestic sectors in each local authority area in 1986/87

domestic sector non-domestic sector
averaqe basic overspend  community actual national change to
rate community charge rate non-donestic NNDR
bill charge ( Col poundasge rate poundage
£s/household f5/adult Col now poundage (4 )
Col 1 : Col § Col 6 Col 7
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. Summary of impact of freen Paper propsals on domestic and
non-domestic sectors in each local authority area in 1986/87

domestic sector non-domestic sector
average basic overspend  community actual national change to
rate conmunity charge rate non-domestic NNDR
bill charqe ( Col 2+  poundage rate poundage
f£s/household fs/adult Col 3 ) now poundage 2y
Col 1 Col 2 Col 3 Col 4 Col § Col 6 Col 7
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. Summary of impact of Green Paper propsals on domestic and
non-domestic sectors in each local authority area in 1986/87

domestic sector non-domestic sector
average basic overspend  community actual national change to
rate conmunity charge rate non-domestic NNDR
bill charqe ( Col 2 ¢ poundage rate poundage
£s/household fs/adult Col 3) now poundage (%)
Col 1 Col 2 Col 4 Col 3
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Summary of impact of Green Paper propsals on domestic and
. non-domestic sectors in each local authority ares in 1986/87

domestic sector nor-domestic sector
average basic overspend  community actual national change to
rate community charge rate non-domestic NNIR
bill charqe ( Col 2 +  poundage rate poundaqge
f5/household f5/adult Col 3) now poundage (4
Col 1 Col 2 Col 3 Col 4 Col 5 Col 6 Lol 7
INCRENSE/DEcREAS
HUMBERSIDE ?,i‘ai‘:,‘:.':fsm
Reverley £ 426 £ 196 ~-8% 219.7
Boothferry £ 284 203 +43% 225.5
Cleethorpes £ 346 204 +1%% 227.7
lanford £ 330 196 +19% 220.8
Great Grimsby IS b 186 +19% 218.0
Holderness £ 328 190 +16% 216.1
Kingston upon Hull £ 286 205 +43% 245.1
East Yorkshire £ 299 202 + 35% 226.0
Scunthorpe f 233 +28% 237.0
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Summary of impact of Green Paper propsals on domestic and
. non-domestic sectors in each local authority area in 1986/87

domestic sector non-domestic sector
average basic overspend  community actual national change to
rate community charge rate non-domestic NNDR
bill charge ( Col 2 poundage rate poundage
fs/household fs/adult Col 3 now poundage %)
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. Summary of impact of Green Paper propsals on domestic and
non-domestic sectors in each local authority area in 1986/87

donestic sector non-domestic sector
average basic overspend  community actual national change to
rate community charge rate non-domestic NNIIR
bill charge ( Col 2 poundage rate poundaqe
£5/housenold fs/adult Col 3 riow poundage (%)
Col 2 Col 3 Col 4 Col 5
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Summary of impact of Green Paper propsals on domestic and
non-domestic sectors in each local authority area in 1986/87

domestic sector non-domestic sector
average basic averspend community actual national change to
rate community charqe rate non-domestic NNDR
bill charge ( Col 2 +  poundage rate poundage
fs/household fe/adult Col now poundage {4 )
Col 1 Col 2 : Col 6 Col 7
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. Summary of impact of Green Paper propsals on domestic and
non-domestic sectors in each local authority area in 1986/87

domestic sector non-domestic sector
jverage basic overspend community actual national change to
rate community charqe rate non-domestic NNIR
bill charqge ( Col 2 +  poundage rate poundage
£s/household fs/adult Col 3) now poundage (%}
Col 3 Col 4 Col 7
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EXTR’T FROM GREEN PAPER 'PAYING FOR LOCAL GOVERNMENT'

.8 While revaluation does not of itself alter the total to be raised from all ratepayers in
Scotland, it atlects the bill paid by the individual ratepayer in a number ol ways, Most obviously
his own ratcable value may increase significantly more or significantly less than the average for
property in the arca as a whole, Changes in the aggregate of rateable valucs between local
authorities affect the distribution of the resources element of rate support grant (paragraph 8.11)
and so change the amount which each authority has to take from ratepayers locally. There may
be major switches in the relative share of total value borne by different scctors—domestic,
commercial, industrial etc—leading to changes in the scale of domestic rate relief or industrial
de-rating. The combined impact of these changes, quite aside from any real movement in the
pattern of local authority spending, may easily face someone with a rates bill increasing by a
factor of 50% or even 100% or more in a single year.

8.19  Initial figures from the 1985 revaluation suggested that over Scotland as a whole the share
of rateable value in the domestic sector would increase sharply with a corresponding decline in
the share of the industrial sector. The Government increased the domestic clement of rate
support grant (paragraph . 8.10) cightfold in 1985/86 to ease the impact of revaluation and
adjusted Scottish industrial derating from 50% to 40% to maintain parity with industry elsewhere
in Britain. After allowing for these adjustments, domestic ratepayers were still faced with
1985/86 rate bills rising on average by 11% in Grampian, 15% in Borders and Dumfries and
Galloway, 20% or more in Tayside, Fife and Strathclyde. Such changes bore no relation to the
movements in local authority spending in these areas, which ranged from an increase of around
3% in Tayside to some 6% in Dumfries and Galloway and Fife. Revaluation has faced very many
Scottish houscholders with what are seen as quite arbitrary and unpredictable Impositions.

8.20  Avcrage movements at the regional level mask even more dramatic increases falling on
individual ratepayers. The average domestic valuation in Scotland increased on revaluation by a
multiplier of almost 2.7, but 130,000 Scottish householders faced multipliers of more than three
times their previous rateable values, The degree of fluctuation about the.average was still more
marked in the commercial and industrial sectors. To mitigate the impact on those ratepayers
hardest hit by revaluation the Government introduced legislation during the summer of 1985 to
establish a special scheme of Revaluation Rate Rebates. Under this, 1985/86 rate bills were
limited to the amount payable on three times the 1984/85 valuation of a property with a central
Government subsidy making up the difference where the valuation had increased by a multiplier
of more than three, subject to a maximum of £10,000 for any single property. Despite the benefit
of this to those worst affected by revaluation over 100,000 householders in Scotland have faced
increases of more than one third in their rate bills between 1984/85 and 1985/86. In part this
reflects the way in which some authorities increased their spending after revaluation, but is
primarily the result of above average increases in rateable values.

8.21 Against this background it is no surprise that the 1985 revaluation has forcibly reminded
many Scottish ratepayers of the defects in the rates as a means of paying for local government.
There has been widespread loss of public confidence in the present Scottish rating system and a
vociferous demand for reform.




