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;( WORK PROGRAMME
sz$orandum by the Chairman

1 We need to agree orking arrangements and the timetable
for the next phase of t <§$§§?l Government Finance Studies.

25 I attach at Annex A th ute sent by my Secretary of State
to the Prime Minister ng out the background and his
proposals for taking work fo¥ :

2 It seems likely that E(LF ext meeting will take place 1in
the week beginning 23 September:? next phase of our work will
need to have been substantially ted by the end of the first

week in September.

4. To carry out the work on thaht. timescale we propose
to set up the six informal working (g ps referred to in the
Secretary of State’s minute. Annex sets out the details of
the proposed membership and tasks for tRese groups. In addition,
the Treasury are setting up a group to consider the possible form
of a continuing property tax. We need to nsider the degree
of involvement of the Departments involvéifi}n the work of

these groups.

5. For the purpose of E(LF)’'s next meeting, th group is the
distribution group . This will assemble exemplify
illustrative packages. The data base 1is still

The group is unlikely to have 1its first meeting be
week in July, and detailed exemplifications of the
households will not be available before the end of Ju

6. The final report to E(LF) will be a report by DOE Mg ers,
not by E(LF)O0. Our objective 1is not therefore to p e a
Report, but to satisfy ourselves that the options are co y
appraised. The disciplines of the tasks assigned t t

groups are initial sighting shots. As the work develops,
might well need to branch off in other directions. 1 £ iso S

%
keep the Committee informed. <:ié%9

: CONFIDENTIAL S

O



CONFIDENTIAL

NI

%,

CMO

CZ§> The timing of all our meetings will to a large extent depend

he output from the working groups.
P that we aim to meet again towards

For
the

e are invited

agree the
rrangements;

proposed timetable

representative(s) for

Department of the Environms

13 June 1985
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the
end of July to

re he progress of the working groups, and then again at the
beg of September to consider the
exem ations. Other meetings can be slotted

i%§§

present, I

household

in as

and working
the working
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QUVERNMENT FINANCE STUDIES: FOLLOW UP TO E(LF) MEETING OF
@
The purpo Ofythis minute is to let you and E(LF) colleagues know

the arrang being made to follow-up the E(LF) meeting of 21

May. My remit o develop the proposals we outlined on 21 May,
in the light ofthe Committee's views, and to report - fnrther; T
understand that a meeting is being fixed for the last week of

September, Qiib

The overall direction " work during the next phase will be

steered by an inter-depa fal official committee (E(LF)(0))
under the chairmanship of artment. It will be meeting for
the first time within the nex ek,

The day-to-day conduct of furthe elopment work will be in the

hands of a series of informal to ated working groups whose
members will be drawn from the depa <§§§§s wWwith direct interests.

The working groups will cover the follgg%%§>topics:
<§§jp a range of possible

a) bistribution This group will dev

packages (including exemplifications of alternatives to the
main package which were not ruled out by Eggi?b such as partial
retention of property tax and capping of n

stic rates)

and show their effects on areas, households a inesses,
It will also consider the likely effect on expeﬁ§z§§§§ of

the new finance regime,

b) Grant Mechanisms This group will develop the teg§§§> 1

arrangements for standard grant, adjustments for Londo

transitional arrangements. It will also start longer ter
Wwork on new needs assessment methodologies,

|CONFIDENTIAL

, |
%

hoot)



ONFIDENTTIAT

G S e

Tax Mechanisms® This group will develop techn
e residents' charge (administration,
uation etc),

ical aspects

enforcement, feasibility
It will also consider the feasibility

ally variable tourist tax and VED, and the option

i 2ed revenues,

d) Cit This group will develop the City Grant proposal

and examine possibility of greater use of specific grants
(eg for educskion) in urban authorities, '

of
for

e) Fees and Chargeg:bThe first task will be to assemble a
fees and charges taVbase. We are considering contracting
out much of the detat’ work, possibly to the Audit Commission,
f) Tighter operating gjé%é%&rk This will refine our ideas
=L

on the steps necessary to %’ﬁ’rte "sincere" budgets by local

authorities, E3
detail of departments’' contribu§§ O the work of these groups
1 be discusseq at the first meeting <§;§$LF)(O)).

furthey technical work will be done on 1l elections, This f

®Ssentially a political question to whic <g?9m03t return in
tember, ' 1

i °n developing effective mechanisms for controigiay capital

nding wipy be Proceeding in parallel. Other dep s are

fady involyeq,

Will be kept ip touch with the progress of the
Will be able to respond to new issues as they arg
OnNclusions of the working groups will be drawn to
fand will form the basis of the further report to

F)(0))
UPs ang

final C

®Ptempe
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income suppo
ncial system,

copying this minutziiﬁ)E(LF) colleagues and to sjr Robert
trong. I would be g

if it could be Circulated Within
rtements on a Strict ¥ O know" basis,
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)“R represented: H.M. Treasury; Dept. of Education; Dept.

ey ol and Socigl Security; Dept. of Transport; Home Office;
: i"%j." Scottish Office.

neral

N: R A J Mayer, Dept. of the Environment

To develoR\and test a range of alternative packages within the
) remit, fO&r presentation to Ministers.

eloped by the w g groups on Grant Mechanisms, Taxation and
getted Grants

g considerihow's fiar Lithese | should . : be
orporated in the ft’ ackages.
To assess the effecéﬁ%%%ggf of alternative levers in dampening

flol examine t distributional implications of proposals
k
C

Scale of distributie anges both for areas and households.

fo consider how ' far paxggjglar distributional concerns might
liet by :

lda) modifications to the basigi kage, and
- b) transitional arrangements
y

;? to exemplify alternative transiﬁ%%ﬁ%i mechanisms.

3)) To consider the general prese5%§§2 n of results and the
’0-ordination of the results for Englan cotland and Wales.

Bopecific Tasks.

package on the
reas might be
other working
the impact of

tax burden

%

. To consider the effects on the distribution of burden
2tween households of specific proposals put forward by ocal

Xation working group.
i In the light of results of the exemplification work on arééé%%§

ousehold levers to assemble and exemplify for presentation

To consider how the effects of the E(L
istribution of domestic tax burden betw
nodified by the various proposals developed
Jroups on local finance. This will involve asses
he various levers on the scale of shifts in d
nd on the levels of residents' charge in differen

Nter alia the effects of the following:
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inisters, a limited number of packages, designed to illustra€%§;> ;
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1ing a proportion of domestic rates

se of assigned revenues to reduce the average level
gents' charge

gatives to a national non domestic rate
graduated residents' charge.
éaégb targetted grant for inner cities.
: igption of these packages would show:
:ghe e ts on domestic tax burden between areas.

- numbers of households gaining and losing nationally
ir characteristics. (ie household size, composition,
E)

B numbers of hgi:?b ds gaining and losing in particular
of area (eg in ities, London, Shire counties, etc.)

I d) the impact o%sses in different types of area
ore the effects of r ié;g;ion).

 exemplify and assess

isms, proposed by the

o agree on a standard format ¥O e exemplifications
area and household level and ho 629>separate results for

land, Scotland, and Wales should ipzcorporated in the
gt Lo Ministers. <g?> f
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mexs N

1. NEEDS SMENT

<

(i)

- CMO

R Bright (Department of the Environment)

Treasury/DES/DHSS/DTp/Home Office

Examine what is "wrong"
(a) with existing GRE assessments
(ie to what extent are they
unrealistic)

(b) with existing GRE methodology
(eg is it too complex? too
ambitious? does o b take
insufficient account of

actual expenditure?)

Decide what short-term adjustments

<§§Qneed to be made to GRE assessments

(1ii)

2. MECHANICS OF NEW (1)

GRANT SYSTEM

(ii)

"acceptable"
for E(LF) modelling
(eg a general uprating
some damping process
ect actual expenditures)

produce more

what principles ought

to gsa he longer term reform of
needs sment methodology (eg
fewer tors, perhaps relating
only to ngz{utory services; type
of facto to be used; different
methodologies for different
classes more use of judgemental
weightings; les e of regression
analysis) and @up a programme
of work.

al specifi-
eds grant
distri-
ment of
litan

Devise detailed t
cation of new lump

(ie basis of equalis
bution between tiers;
new joint boards and M

Police)

Devise detailed technical 1€
ation of standard grant (eg

ment of tiers) §;

CMO
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(di4) Dev%se detailed technical specifi-
gs cation of pooling and distribution

mechanisms for non-domestic rate

6559 income (eg treatment of tiers)
3. szzggm ARRANGEMENTS Consider the nature of the "“London

problem" in the new grant system and

N
<§§> i whether there 1s a rationale | for
permanent special grantarrange-
<§§>> ments for London; and if so what those

arrangements should be (eg Whether
London should retain some of its non-
<:g;> domestic rateable value income; how far
any "London problem" will be resolved

<g?> by improvements to GRE methodology) .

4, TRANSITIONAL Consider and specify possible
ARRANGEMENTS mechanisms to moderate the effects of

the new regime for a transitional
period (eg safety net payments to
oderate effects on domestic taxpayers;
ased reduction in London's resource
gntage to pre-determined level;
ng of needs assessments (if new
ology produces major changes in
nts); phasing out of

dom rates rather than outright
repls it by residents' charge;
phasi in of national non-
domest te, rather than immediate
impleme )
5. THE GRANT SYSTEM Consider h§£§§srant system interacts
IN RELATION TO NEW with new loc x structure (including

retention of domestic

TAX SYSTEM possible part
aRes, and modification

rates, multiplg
of residents’

6. THE GRANT SYSTEM IN (i) Consider how the grant quantum

RELATION TO PESC: should be determined under the new
regime in the st year and
thereafter (eg h we determine
needs element an dard grant
quanta, including ivle use of

assigned revenues an ilability
of national non-domes tes)
(ii) Consider the relationshi tween
PESC service "control to and
needs assessments under ew
regime, bearing in min e
desirability of year-o

stability in grant distributi E

CMO
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TAXATION

P D Ward

Tasks

15 Residents’ charge
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2 Other local taxes

a8 Assigned Revenues

4,

Non-domestic sector - mechanics of

CMO

(Department of the Environment)

Depar tnie epresented:
Excise, e Office,
Departmen Transport,

Department o§2§§nlth and Social Security.

Treasury, Inland Revenue, Customs and
Department of Trade and Industry,
Scottish Office, Welsh Office,

- Administration and enforcement;

in particular definition of residence;
compilation of register; sanctions for
n-registration; collection; payment
hods; sanctions for non-payment;

= JEnk “teo’ ‘review' of social

- exemptions, feasibility

ariable Vehicle Excise Duty

/Distribution Groups)

revenues: 1impact
the longer term;
overall

¢t’fssiveness of tax
Kistribution group);

signed
e_over

- ' aptions uf
on loecal '‘fin
effect

system (link to

5. Rateable Value

3

domestic rate;

setting a uniform non-
~ "medification of nt.—!e.estic rate;
tourist tax on d boarding

S
hote @

houses;

procedures fo ational

rate (collectio c§§5edunes
contributions<gz§> L eu

to

water ra éé%§

3

(3}

- collection
non-domestic
for capped NDR);

minor 1issues e.g.
of rates;

of ceasing
(for e.g.

= implications
domestic property
ete.)

TMO
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=D GRANTS WORKING GROUP
F‘R A J Mayer (Department of the Environment)

iy DES, DTp. Home Office, DHSS

el _;<?’icy on targetted grants:

t¥ inner urban areas;

specific service initiatives.

(a) look \a
> rationale

ale and method o
w specific grants
- the country.

CMO
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(b) look at the fpfr6éant range of specific grants.

®
%
2D

e size, scope and form of "City grant®,
method of payment. Explore
ies and administration of the grant.

criteria

/ «
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93

% |



CONFIDENTIAL

CMO

ARGES WORKING GROUP

f?;’;»Ward (Department of the Environment)
»J7§;§?2 HSS; DES; DTp; Home Office

sview of statutorily determined fees and charges

identi( J

far: »dac
authorit

'ise a Code of Praa§zg$50n charging
devise a code authorities would be required to
follow in an an eview of all fees and charges,
covering e.g. mar nalysis; scope for maximising
fee and charge inc ase for subsidies etc.
<;2§§ULd be introduced
i nursery

e.g. fire service, .l aries, museums,

education. ci;?
é‘g ing of non-domestic

such fees and charges (including fees
applications) and transfer to local
retion unless there is an overwhelming

1sider areas where new char

Examine scope for increased

yers and devise methodology for d g so.

of this work, particularly under 1tigms and 2 might be

.ted out to the Audit Commission a CIPFA, under
rision by the working group. Z
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Y FRAMEWORK WORKING GROUP

R Bright (Department of the Environment)

sury
ire %giﬁroblem
entify, examine and analyse evidence of
unsatisfactory budgetary practices (e.g. deficit
budgetting, misuse of reserves, creative
accoupkinyg) .

'_1 requirame prepare a "sincere" budget

- Develop ia for Jjudging whether budgets are
sincere realism of expenditure/inflation
estimates; cm of revenue estimates).

iget vetting prcedu

Identify "“trigge o select those budgets needing
to be vetted fo @cerity-. by the auditor (e.g.
q

authorities with cit in the previous year or
with a history of C;gifd accounts).

Specification of oper&gkional aspects of vetting
procedures (e.g. tim e, involvement of the

auditor, remedies). <g?>

iéh of this work may be undertaken in conjunction with the
Commission.

| O
_ﬁent of the Environment - Cié;%?
,fi1985 <§§>
B,
2" §
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