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ittee considered a Memorandum by the Chairman (E(LF) (O) (85) 2) setting

roposed working arrangements and timetable for the next phase of
vernment Finance Studies. They also had before them a Letter

an from Mr Houghton (Inland Revenue) dated 13 June.

THE CHAIRMAN i¥sthat following Ministers' consideration of the initial
reports produ m the Local Government Finance Studies it was now
necessary to set {gﬁﬁénd further work to exemplify various packages, so that
at their next meet\yg Ministers could assess what combination of policies
might be acceptable. It was therefore proposed to set up six working groups
under Department of the onment (DoE) chairmanship to examine various
elements of the proposal i had been put to Ministers. They would cover
distributional effects, Gr£Z§:D hanisms, local taxation, targetted grants,
fees and charges, and the Budé%%%izgframework. In addition there would be

a further group under Inland Re hairmanship to look at a possible
modified property tax. The worki ps would be informal, and would
operate flexibly.  They would need plete their work in time for DoE
Ministers to prepare a further report\Xo eir colleagues by mid-September.
The Committee would serve to keep intere epartments informed of progress,
and would ensure that the work was carried<6§§§'n an orderly way. It was
essential that confidentiality should be mai iged, and the papers produced

for the Committee and the working groups shoul circulated strictly on a

'need to know' basis.

In discussion the following points were made - <§iﬁ®

a. Ministers had agreed that a fundamental reform
Government Finance system was necessary but had asked further
exemplifications of the effects of pousible changes hing
firm decisions. While they had. seen attractions in
national non-domestic rate and pooling receipts, of Simplifylig

grant distribution mechanism and of replacing rates with a resrI

charge, they had also identified a number of points of concern an

had not ruled out a number of other possibilities.
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undertaking wor

. the policy aims which would qu i i i I
M sersonal taxati guide the distribution of resources had

ec : le chang 3
;;22;9 1 1 1 taxation systems in compination. This would be relevanCiuss
and local taxation St I I
/
: 5;911 exemplifications could not be produced, and the Working Group on

4 |
o ¥
C;§> e . f§}3>r g%; getted Grants would need to examine cption two in particular.
L‘e Distribution Working Group would produce exemplifications iy
J 8 A i i

o Qﬂ»

' been defined. The Working Group on Distribution would need to take some

{account of the possible implications of options two and three, even if

; . aET o) ference first to
. vackages, showing the effects Dy ret : i . : ;
e N proposed packages, sho g A3 o) e main task of the Working Group on Grant Mechanisms would be to
e ! nouseholds. The relevant data was DEBESE ‘ /
Loc méiééﬁorltles and then to household f l con Ow to compensate for differences in need. But it would also
¥ ~ : start the detailed work at the s 1 % ;
asser d present. The aim was to S 3 look a er an element of resource equalisation was necessary if

i by th £ month the formati e
beginning<g§>July, and to agree by the end of that @ ¢ :

either a e§é%

introduced.

ied property tax or a graduated resident's charge were

the materi i ch would be presented to Ministers. The Group would

t yould also need to consider the effects of whatever

R mechanism wa roposed on Local Authorities' expenditure levels.

proposed, including minor changes to remove the more unacceptable

consequences, secondly the possibility of combining a residents' charge == f£. The Group on Locai~Taxation would look at a wide range of practical

flssues, including t Sibility of introducing a graduated residents'

-' to take account of the results of the

Inland Revenue's Workingcégggp on a possible property tax.

Di%8 a wide range of possibilities, includ g. The Working Group on Tar Grants would examine the need for a

for example the retention of -zrty tax either in whole or in partess specific grant to help urban a '
d. Various possibilities had bee sted for changing the mechanisn

for financing education with the ai 2§£;§9ucing the weight which woul€
need to be placed on a residents' chargéjéga of providing central

Government with greater leverage over lo e

residents' charge, ar hally and to the extent that time permitted ek charge. It would alsd

for producing exemplific:<;£§%§had been established, it would be

possible within reason to ex

Such assistance was regarded as

necessary because it was feared e residents' charge would be

acceptably high in inner cities, ransitional help would be

required while the current high leve erspending were reduced, and

because of a lack of confidence that th assessment adequately

reflected the cost of providing services i%éé?per cities. All these

cation authorites' pol

The main options were - issues could in principle be examined in otRer working groups, but it

would be helpful to draw them together and to consider whether there

; ; ) y was i ecifie’ eit rant which wa nsistent with the
1. to introduce an identifiable element withi ! = rationsle Y9

a block grants 3
= e ohil i the proposed reforms.
leaving authorities flexibility to spend at &( digferent level; ' PropT e s

: G s @ ‘ 1. The Working Group on Fees and Charges would examin cope
1l. to introduce specific grants to support edupending; . 2 P

oy i Firstly for raising greater revenue frow existing charg secondly

‘ for extending charges into areas not yet covered. The Audi ission
ddid B ' <;§;> ] nd the Chartered Institute of Public Finance and Accountan )
1.to transfer to Central Government responsibility fo cing : i i invi |
§§§ ; 1ad valuable experience on the first and might be invited to co ke,

\
; &
1t was not possible to produce exemplifications until
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The first option could be encompassed in the work of the Grant MeclMa
Group,

but the second and third raised more difficult methodological
pProblems because
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second raised more sensitive policy iSSues,
to have a broad indication of the practisms

~sess whether further work was justified.

audgetary Framework would examine

issues, which might be left until laters
issues, which mig

cussion, said that the Committee approved
1ps proposed in E(LF) (O) (85) 2 and in ‘E=HS

rtments should inform the Secretaries or, Is

work they might receive

would be helpful. T

that it could be completed j-September. The Minister for Local
Government and Mr Waldegrave ¥® continue to have responsibility for this

work in DoE, and the outside ex who had been appointed at the start of

ould begin work almost immediately in order
@.

the study would continue to make as 2l InpUE.

The Committee - ié;%zzj>
1. Took note, with approval of the C rman's summing up of their
discussion.

2. 1Invited departments to inform the Secr

FRaLLR dries or Mr Houghton as
appropriate of their nomination to Working

oups.

Cabinet Office

18 June 1985
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