CONFIDENTIAL| oo T

N4

UMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT
E(LF) 4 COPY NO
13 Septe 55 »
@ ,/\ CABINET
O

STEERIN MMITTEE ON LOCAL GOVERNMENT FINANCE STUDIES

CO PECIFICATION REPORT

Ni the Secretaries
The attached report by the Department@n Environment sets out the results

of further work on Local Government Fin The Secretary of State for

the Environment is circulating copies to of the Ministerial

Sub-Committee on Local Government Finance ( é2§>§ogether with his proposals.
Signed E ROBERTS

Cabinet Office é@
{8 September 1985 <éffi>

CONFIDENTIAL




)cal Government
ance Studies

v -'
B
" |

- Second

'CONFIDENTIAL

-
cOoDY ng,

&




VALY =

CONFIDENTIAL

LOCAL GOVERNMENT FINANCE STUDIES

* k%

SECOND SPECIFICATION REPORT

* k%

CONTENTS
Introduction

Mitigating Extreme Effects in
particular Geographical areas

Policies to Reduce the Overall
Impact of the Residents' Charge
on Households
Our Proposals
Results
Transition
Conclusions
* k%
Non-Domestic Rates
Grant
An Extended City Grant
Local Charge
Helping Those with Low Incomes
Capital
Detailed Results

Rejected Options

13 September 1985

Copy No: 59

Presented to the Ministerial Steering Committee on Economic

Strategy Sub-Committee on Local Government Finance by the
secretary of State for the Environment and the Minister of State
for the Environment, Countryside and Local Government

pages 1 — 3

pages 4 - 8

pages 9 - 13

pages 14 - 20
pages 21 - 29
pages 30 - 31

page 32

Pink
Yellow
Yellow
Blue
Green
White
White

White



CONFIDENTIAL

LOCAL GOVERNMENT FINANCE STUDIES

SECOND SPECIFICATION REPORT

1. INTRODUCTION

1.1 The package we put to E(LF) on 20 May had three main
components:

a national non-domestic rate set at a uniform rate with the

yield pooled centrally and then paid out at a flat rate per
adult to all authorities;

a radically reformed grant system with two elements:

- a fixed lump sum needs grant designed to compensate

local authorities for differences 1in their assessed

expenditure needs;

= standard grant paid out at a flat rate per adult to all

authorities;

a residents' charge payable by all adults and replacing

domestic rates.

This regime would mean that adults everywhere would pay
the same local tax bill for a reasonable common level of
service. For any higher level of service, they would meet the

whole of the extra cost.

.2 Colleagues identified a number of potential difficulties

With the package we presented:

= in some high spending authorities, particularly in

Inner London, the residents' charge could Dbe

unreasonably high;
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= there were sharp increases in local domestic tax
BEL1E  in certain low rateable value areas (e.q.
Accrington) ;.

= the package tended to benefit the rich and those in

ERSperous areas at the expense of the poor and

those in less prosperous areas:
- businessmen currently in low rated areas would face
significantly higher rate bills as a result of a

uniform national non-domestic rate.

We were asked to undertake further work to establish how far

these problems could be reduced.

.3 Section II of the Report, looks at a range of possible

levers to mitigate extreme effects in particular geographical

areas of the proposed changes.

1.4 Section III of the Report considers possible alternatives

for reducing the overall weight placed on the residents' charge.

They include:

= transferring the whole of the cost of education to the

Exchequer

= increased use of specific grants to support local

spending

. introducing a local sales tax or other source of

locally variable revenue

5 retaining a modified property tax



CONFIDENTIAL

- asslgning a share of national taxation to

support local expenditure.

P.5 BELight - of the further work we have done we have
modified our proposals in certain key respects, particularly in
relation to the new local tax. Our revised proposals are set out
in Section IV.

1.6 Section V shows the results of our modified package and

Section VI 1looks at the transitional arrangements which may be

required before we can move over fully to the new regime.

1.7 We were also asked to study further the arrangements for
collecting and administering the residents' charge. The detailed
conclusions of that further study are reported in Annex 4. Annex
6 describes the progress on the review of controls on capital

expenditure.

1.8 et 11st of Annexes to the main Report which deal

in more detail with our proposals is:

Annex 1 Non Domestic Rates(Red)

Annex 2 Grant (Yellow)

Annex 3 An extended city grant (Yellow)

Annex 4 Local charge (Blue)

Annex 5 Helping those with low incomes (Green)
Annex 6 Capital

Annex 7 Detailed results

Annex 8 Rejected options
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11. MITIGATING EXTREME EFFECTS IN PARTICULAR GRAPHICAL AREAS

2.1 This section looks at five possible ways of modifying the
effects of our May package on graphical areas:

a. modifying needs assessments

b. changing the proposals on the non-domestic rate
G introducing London arrangements

(64 introducing a city grant

e. retaining an element of resources equalisation.

°

a. Needs assessment

2.2 The new grant regime will put much more weight on needs
assessment than the present regime. Local residents
will bear the full weight of all spending above needs
assessment, with no subsidy from the non-domestic ratepayer.
This is potentially a very harsh regime for urban authorities.
We must therefore ensure that our needs assessments can
bear the extra weight we are putting on them, and
BN uthority is faced with an intolerable 1level of

residents' charge for a reasonable level of spending.

2.3 Our aim is to devise a new method of assessing authorities'
spending needs which is simpler to understand than the present
System but also picks up the extremes of needs in the inner
Rities. This work could take several months. In producing

figures for this report we have had to use two illustrative

Working assumptions as proxies for these improved needs

dssessments:
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b, increasing the national Grant Related
Expenditure (GRE) control total by £1060m (5.3
per cent) and sharing it between most services

in proportion to local authority budgets;

id. adopting methodological changes to GREs which
would be 1less harsh for the inner «cities

(these are already on the table for 1986/87).

This gives a general indication of what would happen if we
develop needs assessments which reflect the circumstances of
inner city authorities in a way appropriate to the new grant
structure, but in practice we shall be operating an altogether
new (and different) needs assessment system under our new

regime.

b. Non-Domestic rates

2.4 Domestic taxpayers in high spending, high resource areas
will face larger local tax bills through our proposals to set a
national non-domestic rate at the national average, pool the
proceeds, and redistribute them to each authority per adult.
Non-domestic taxpayers in low spending areas would also face
higher tax bills as a result of this change. It would be
possible to cap the non-domestic rate and let the proceeds lie

locally. That would help to moderate both of these effects.

2.5 We have nevertheless rejected the option of capping the

non-domestic rate and letting the yield lie locally:

= B would freeze in perpetuity the present inequitable

pattern of non-domestic rate poundages;



= it would be inconsistent for a nationally-set tax to

be levied at varying rates across the country on a

long-term basis;

= it would either give a huge bonus to authorities with
concentrations of non-domestic property or require

a large-scale equalising grant to compensate for

differences in non-domestic rateable value.

2.6 Once we have improved our needs assessments, we believe
that it is Jjustifiable to make local domestic taxpayers bear all
of the cost of spending above assessed need. Transitional
measures (discussed later) are the right way to cushion
businessmen in low spending areas against the move to a national

poundage.

e. City grant

2.7 We could reduce the residents' charge in high spending urban
areas by providing additional taxpayer money to support spending

in those authorities.

2.8 We have looked further at the idea of a no-strings,
“top-up" city grant. There may be some merit in this proposal as
a purely transitional measure, to give the authorities time to
moderate their spending behaviour and in the meanwhile protect
their residents from excessive local taxes. But 1 &s ) ondy
justification for the longer term would be that we lacked faith
in the ability of our needs assessment methods to reflect the
relative spending needs of the inner cities in full. Our first
Step is to establish whether we can reform those methods so as to
give better needs assessments for the inner cities.  Only if'we

fail to do so will we need city grant as a "topping up" device.
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5,9 If it were considered desirable on policy grounds, we could
jesign a City grant which would aim to secure major changes in
the spending policies of urban authorities by involving Central
sovernment directly in decisions on the management of main
services. Annex 3 sets out the case for going along this road
ind the practical difficulties we would need to overcome. Our
yiew is that notwithstanding the potential attractions, an
spproach to urban problems which relied so heavily on the local

jovernment finance arrangements would be unlikely to succeed.

j. London arrangements

2.10 We could reduce average domestic tax bills in London
significantly by introducing special London arrangements which
sllowed London authorities to keep some of the benefit of their
1igh non-domestic rateable values. This would be consistent with
>ast grant arrangements. But it is an arbitrary device, which
gould be difficult to justify within the new regime. It should
ge adoﬁted only if the new needs assessments fail to cope with
sxtremes of need in London. Special arrangements will however be
reeded for the City of London, to reflect the abnormal extent to
Bichthe . City's services are provided to non-domestic

ratepayers and non residents.

2. Resources Equalisation

2.11 Residents in low rateable value areas (eg Accrington) face
increased tax bills because of the ending of the national
taxpayer compensation to them on account of their low rateable

values.

2.12 There could be no basis for a resources equalisation grant

L1f we moved to a flat-rate residents’ charge based on population.
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D3 Resource equalisation would also be inappropriate if we
B €lement  of pProperty tax based on floorspace

valuation. s is not a 9808 proxy for the relative taxable
capacity of authorities.

2.14 With a property element based on either rental or capital
RElRESRENSSlld moderate the losses to low rateable value areas
by continuing to equalise rate poundages., But equalisation of
rate poundages produces a widely differing pattern of rate bills
that vary out of all proportion to ability to pay. It would blur
the link between the average local tax bill and the level of an
authority's spending - which is the key signal to local

taxpayers.

2:15 We have therefore concluded that we should not equalise

poundages between areas, even if we retain a property element.

f. Recommendations on the options examined

2.16 We propose that:

S T we rely as far as possible on changes in the pattern
of needs assessments to secure more acceptable results

for local authority areas;

ii. we rule out capping the non-domestic rate, or allowing

its yield to lie locally;

iii. we keep city grant and London arrangements on the

table, but only for use as a last resort;

iv. we abandon resources equalisation, even if we retain a

property element in the new local tax arrangements.
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BTI. POLICIES TO REDUCE THE OVERALL IMPACT ©F THE . RESIDENTS'
CHARGE ON HOUSEHOLDS

3.1 There are two ways of reducing the overall impact of the
residents' charge on households:

a., increase the proportion of 1local authority spending
funded by the national taxpayer;

b. give local authorities a supplementary source of local
income.

a. Increasing national taxpayer funding of local services

3.2 The simplest way of reducing residents' charges across the
country would be to increase the standard grant payable to all
authorities. National taxes would be increased to compensate.
If authorities' spending behaviour were unchanged, there would be
a uniform cash reduction in the residents' charge in each

authority. But the biggest proportional cut would go to the

authorities with the lowest residents' charges - which would
already be substantially below the previous rate bills. And
increasing the dependence of local authorities on government

grants would run directly counter to our localist approach.

8.3 We looked at three other possible ways of reducing the
aggregate yield of the residents' charge through extra help from

the national taxpayer:

B hcferring the cost of the education service to the

Exchequer

We consider that this option should not be pursued:

if there is no management control of education,

then there 1is no financial controls i wet

education;
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5 it would require a vast new central

bureaucracy;

there would be unconstrained local pressure for
extra spending on education;
- it risks higher spending on other local

services;

- it would necessitate further reorganisation of
local government.

ii. Introducing additional specific grants

We have looked at the option of increasing specific
grants to reduce the residents' charge. . We do not
believe that it is sensible to use specific grants to
influence the distribution of local taxes. They should
be considered on their own merits as ways of

influencing local authority spending priorities.

iii. Assigning a share of national tax to local

government

We have rejected this option as a means of reducing
BEelents' charges since it is equivalent to an

increase in standard grant (see paragraph 3.2 above).

3.4 Our grounds for rejecting these options are discussed at

greater length in Annex 8.

b. An additional local tax

3.5 We have also looked at options which could reduce residents'’

charges, without increasing national taxatlon:

: i Local sales tax

We do not recommend this because:

ites yield would lie very unequally across the

country and a complicated equalisation grant

would be required to limit the massive bonuses

which would otherwise go to regional shopping

centres;

e
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many shopkeepers would suffer from cross-border
shopping; '

= it would be difficult, if not impossible, to

operate on present local government boundaries,

particularly in densely populated urban areas.

ii. Locally variable Vehicle Excise Duty

We do not recommend this because:

- car ownership is distributed very unequally
between authorities - a large equalising grant

would again be required;

- it would be almost impossible to operate

satisfactorily at London Borough level.

gEEEENReurist tax

We do not recommend this because:
= it would help only a few authorities;

= it would run directly counter to initiatives to
promote the tourist industry and would add to

business costs.

3.6 We have therefore looked again at the fourth option
discussed in May for reducing the overall burden of residents'

Charge : retaining a property element within the local taxation

arrangements.

iv. Retaining a property charge

3.7 A property charge alongside residents' charge could
eErtainly reduce the dependence On residents' charge. It has

Other advantages:

- it reflects the fact that some local authority

services undoubtedly benefit property rather

than people;
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authorities would have a broader tax base:

property is a rough proxy for "ability to pay",
and including a property charge alongside the
residents' charge would reduce pressure to

convert the flat-rate residents' charge into a
local income tax:

3.8 There are two decisions which we would need to make if we

decided to have a property charge:

- first: the valuation base for the property charge. We

do not believe that the property charge can be based

long-term on existing rateable values. So we need a
new valuation base. Our tentative preference is for
fldorspace - it 1is simple, and does not require

subsequent revaluation. It 1is a reasonable, though
rough and ready, proxy for use of local authority
"property services". The alternatives are capital

values or a hybrid, 1like a points system. Annex 4

discusses these options in more detail.

== second: the split between the property charge and the

residents' charge. This will be determined by central

government. It will affect the distribution of bills
B ccn households. We have exemplified a 30:70 split,

- based on the split between "property" and "people"

services. Such a split would reduce everyone's

residents' charge by 30%, from an average of £151 {on

our spending assumptions) to £105: Alternatives are

discussed in Annex 4.

Recommendations
3.9 We do not believe we should increase the amount of

Exchequer funding of local authority spending. It goes directly

49ainst our local accountability approach.

12
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dleve that a local sales tax, locally variable

't tax are practicable or desirable as additional

Llnary view is that the property element should
of local revenue and be based on floorspace.

retaining a property element will increase the

1.3
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v. OUR PROPOSALS

BRI Proposing the following basic package. The
jetail of our proposals is discussed in Annexes 1 to 6. Table 1
pverleaf compares how services will be paid for now and under our
proposed regime.

a. Non-domestic rates

4.2 We retain our basic proposal that non-domestic rates should
be set nationally, with the yield pooled centrally and
distributed as a per adult amount to all authorities.

4.3 In addition we propose:

it that the non-domestic rate poundage should be

statutorily indexed to the GDP deflator forecast in the

Autumn Statement: this will provide the protection the
business organisations seek and would make the whole

system more automatic;

ii. that we set the national rate 5 per cent below the

average of local rates and allow local authorities

discretion to levy a supplementary local non-domestic

Flteat up to 5 per cent of the national rate. This

will first maintain a genuine link between business and
local councils and keep a locus for Dbusiness

consultation and second allow us to set a lower rate

poundage in year one of our new regime. Most 1local

authorities will doubtless levy thel fFull’ locak Tate.
But some - particularly low spenders - may levy a lower

rate, thus reducing the bill for their non-domestic

ratepayers.

BT .t the new rateable values derived from the

non-domestic revaluation we have agreed on should be

introduced in the same year as the new national rate.

Both changes should then Dbe phased in over a 3-5 year
period.

14
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TABLE 1

HOW SERVICES ARE PAID FOR

£25.8 bn £25.8 bn

DOMESTIC
RATE
RELIEF >
£0.7 bn STANDARD GRANT
£4.0 bn
BLOCK GRANT
£8.1 bn
NEEDS GRANT
£4.8 bn
SPECIFIC GRANTS SPECIFIC GRANTS

£2.6 bn £2.6 bn

FEES AND CHARGES

FEES AND CHARGES
£2.2 bn

£2.2 bn

NOW PROPOSED
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4.4 Table 2 overleaf shows the gainers and losers from setting a

rate at the national average (and assuming that all authorities

levy the 5 per cent local rate). Reducing the aggregate yield of

the non-domestic rate could sweeten the pili, In any case
transitional arrangements will need to be applied to both the new

poundage and new rateable values and announced well in advance.

p. A new grant regime

45.5 We retain our basic proposal for a new grant regime with:

i, a fixed lump sum needs grant to compensate authorities

for differences in assessed need:;

ii. standard grant payable as a per adult amount to all

authorities.

4.6 Specific grants would also be a feature of the new regime.
In paragraph 3.4(ii) we ruled out the idea of a general increase
in specific grants as a means of reducing the local charge. But
we believe that we should take the opportunity offered by a
radical overhaul of the grant structure to take another look at
the role specific grants should play, within an approach based on
local accountability, in influencing local authority spending

decisions. We therefore recommend a review of specific grants.

4.7 Table 3 shows how the grant system would work for
authorities spending at the level of their assessed need. The
Beeds grant fully compensates authorities for need per adult in
€Xcess of the needs per adult in the lowest need authority. Each
uthority can levy the same local charge for spending at assessed
feed. Table 4 shows what happens if an authority spends above or
Below assessed need - every extra pound spent fall
to the @®cal charge. Every £ saved directly reduces the local

Charge,

s directly on

1L
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NUMBER OF NON-DOMES |
TIC RAT!
IN POUNDAGE BANDS 11
(1984-85 NATIONAL ESTIMATE)

TABLE 2

y of business
rate payers Average

254

201

154

140
B, 70 180 180 200 210 30 233 240 250 260 270

1984-85 Non Domestic rate poundage
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J .. ANT AND AVERAGE TAX BILLS FOR

o PENDING AT ASSESSED NEED
Authority C
Assessed Need
Authority B £580 per adult

Assessed Need
Authority A £535 per adult
Assessed Need

£500 per adult

Charge

£40
per adult

per adult

I5sessed needs per adult for lowest needs Authority
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THE EFFECT OF SPENDING VARIATIONS
ON AUTHORITY B’s LOCAL CHARGE

e e — — — — —— — — — — — —— —— — — —— — —
— — —

. £535)

Needs £75 £75
Grant per adult por adult |
Standard | £128 £128 ﬁ

Grant per adult

I National
:Non—
 Domestic
| Rate

—_—
— e ——
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he Government cannot. relingulsh’ fis dnterest in the

level of local authority expenditure and the demands which

government as a whole makes of the taxpayer. Our
sals, operating 'from the bottom up' through radically
ed local accountability, will be both more effective in the
term, and far more durable in the longer term, in putting

wre on local authorities than the 'top down' pressures of

-esent block grant regime.

Table 5 overleaf compares what happens under our regime and
986/87 block grant regime if there is a £100 per adult
ase in local spending. Across the countnry,’ localiwtax bills
goup by £100 per adult under our regime, but by only £83
the present block grant regime. The increase in pressure
3 primarily because the cost of the extra spending cannot be

| on to non-domestic ratepayers.

As a result there will be a greater discentive to marginal
ises in spending than now since they will require a higher
iIse in the local charge, and a greater incentive to savings
10w since the benefits accruing to electors through a lower

harge will also be that much greater.

Table -] if anything understates the @ relative
iveness of our regime. It does not take account of the
ing of block grant losses as gains to other authorities
e ending"). That would make the contribution made by local
fc taxpayers under the present grant regime lower than

in the table.

On top of this, under our proposals, there will.be an extra
of pressure on local spending from the increase in the
of local domestic taxpayers. Table 6 compares the numbers
local tax under our regime and the present regime. 17m
Who do not presently receive rates bills will be acutely

©f any increase in local taxes under our new proposals

llowing the Social Security review, no one will receive a

16
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SPENDING PRESSURE

Required
extra
domestic
tax bill
for £100
extra

R 100

7

100 1

. £91
£89

£83

£81

£68

50 -4/

E : j :
very Authority England Shire Shire Metropolitan London
Average Counties Districts Districts

PR
OPOSED REGIVE 1986/87 BLOCK GRANT REGIME
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TABLE 6

WIDENING THE TAX BASE

3m
receiving
full rebates | =

Adults Adults Adults liable

pPaying liable for local
full rates for rates charge
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4.13 More effective pressure on spending through improved local
accountability will allow central government to forswear the
energy and resource-sapping involvement in local authority
affairs which has caused so0 much ill will in recent years,
amongst allies and opponents of the Government alike. Bhie
greater effectiveness of our proposals will also make it possible
to go further still in extricating eentral Government from

involvement in and blame for local authority taxation decisions.

4.14 We propose to do this by calculating standard grant as a
guaranteed share of a national tax - an assigned revenue. Under
the proposals which we originally put to the Committee we
envisaged that standard grant would, as under the present system,
be an aggregate amount set by central government. The argument
in favour of retaining such an arrangement is that it leaves
central Government with an across-the-board lever with which to

influence the aggregate of local authority expenditure. But:

- under our proposals the greater marginal pressures on

spending render this unnecessary; and

= the ability of central government to manipulate
standard grant will enable local government to continue
B0 put the blame for local tax increases on central
government; this would run precisely counter to the
whole thrust of our package which is to bring home to
local voters that marginal spending decisions -
reflected in their local tax bills - are solely and

entirely the responsibility of the local authority.

4.15 Aside from the benefit of minimising central Government
iivolvement in local affairs and injecting some automaticity into
Tevenue support for local government, an assigned revenue would

have the following important advantages:

P it would considerably enhance the presentation of a
localist package, counterbalancing the centralising of

the non-domestic rate;

il
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- it would make local taxpayers much more aware of the
true cost of local services and the extent of the total

demands authorities make on them;

o the arguments about the regressiveness or otherwise of
the local tax arrangements can be set in the wider
context of the national taxation system.

4.16 The main candidates for an assigned revenue to replace
standard grant would be a share ‘either of VAT or national income
tax. We propose a share of VAT - a share of income tax would
Bhevitablys lead to calls for 1local government to be given
discretion to vary the local rate of income tax. On present
figures, replacing standard grant with a share of VAT would be
equivalent to assigning a quarter of the present VAT yield to

local government.

Eelioeal i charge

4.17 We maintain our view that we need a new tax to replace
rates; but we have decided that a combined "local charge",
comprising a property charge and a residents' charge is a better

option than a pure residents' charge.
4.18 The features of the local charge would be:

a. a flat-rate residents' charge, payable by all adults,

to raise 70 per cent of local revenue;

b, a grOperty charge, payable Dby householders, based on

floorspace, to raise 30 per cent of local revenue.

PBIERN S shows what this would mean for the local tax
liability of a sample of typical households. For those receiving
benefits, the proposals in the Social Security review have been

lncorporateq.

18
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They will pay:
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¥
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Married
Couple,
One
working

£300

£300

(property
charge,

2 residents’

charges)

Married
Couple,
Both
working +

1 unemployed

adult

£300

£321

(property
charge,
2 full
residents’
charges;
1 rebated
residents’
charge)

+ £21

Married
Couple +
2 working

adults

£300

£510

(property
charge +
4 residents’
charges)

+ £210

Single
working
parent

£300

£195

(property
charge +

1 residents’

charge)

-£105

TABLE 7

LOCAL CHARGE — WHO PAYS WHAT

Average residents’ charge = £105
Average property charge = £30

f

Multi-
occupied
house
4 tenants

£300

£510

(property
charge +

4 residents’

charges)

+ £210

Single
Pensioner
on

Supplementary

Benefit

£60

£39

(20% of
property
charge
and 1
residents’
charge)

- £21
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4.19 There would be rebates for low income households, along the

 ines of the rebate scheme for rates envisaged in the Social

gecurity review. Widening the tax base will inevitably increase
PR cascload - we estimate by 0.7m. It will increase
expenditure on benefits by £35m. We believe that is a price

worth paying for the improvement in accountability.

4.20 The property charge raises no major new issues of
administration. The residents' charge does. These are discussed

in Annex 4. The main features of residents' charge are:

St all adults to be liable to the charge in the authority

where they have their "main or only residence":
ii. a collective charge on communal residences:;

iii. a property charge and a single residents' charge to be

levied on second homes;

BEENElle register for the residents' charge to be a
rolliﬁg register, separate from the
electoral register; householders would be required
to register all those for whom the property

was the "main or only" residence;

v. enforcement to Dbe the respensibility of Tacal

authorities, using data available to them.

Conclusions
=Onclusions

4.21 Taken together we believe these proposals form the basis of
2 fairer system of local taxation and a self-regulating system
which Will substitute bottom-up pressures on local spending for

he Present top-down pressures, which we believe cannot be

.ustalned in the medium-term.

19
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We need to reinforce these major changes with the other

4.22
which we presented to E(LF) in May. We

changes Propose
- future meetings of E(LF) should consider proposals on:

k! a tighter budgetary framework, to constrain local

authorities' capacity to manipulate their accounts in a

way which damages their accountability to local

voters;

- increased fees and charges to increase the

amount of money local authorities raise to finance
Bheir services from consumers who choose to pay
rather than local taxpayers, and thus tio
promote efficiency in the provision of local

services;

- annual elections to ensure that lToeal councils

e called to account by @ their electors each
e and reduce the scope for manipulation of

spending and tax increases in election years.

Capital controls

4.23 A further important outstanding issue is the future of
ghe capital control system, which has Dbeen discussed
outside E(LF). The state of play so far is described in Annex 6.

4.24 Consistent with our reliance on bottom up
Pressure to control revenue-financed current expenditure,
OUr  preference on capital would be to control the net
€xternal borrowing of individual authorities rather than
their gross or net capital expenditure. Central
government's primary interest would then be in that aspect of the
local authority capital expenditure system, namely borrowing,
Which directly affects the PSBR. Capital financed from
Tévenue would be subject to the same pressures as current
?pending financed from revenue. However there are some
formidable practical problems which need resolution before we
e finally opt for that approach. The five options for dealing

Yith capita) which we outlined in our Specification Report must

femain On the table for the moment. We shall report back

Se
Parately later this Autumn with proposals.
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V. RESULTS

5,1 our results relate to England only and are based on the
proposals set out above. Our May figures were based on local
-authorities' 1984-5 spending patterns. They overstated the
likely tax Dbills in some high spending areas under the new
regime pecause they took no account of reductions in spending
1ikely to arise through precept limitation on the new joint
poards and FUEA. We have adjusted the spending figures to
reflect this. Our new figures do not however show the impact
of the spending pressure being put on high spenders through
rate limitation and the block grant system. To that extent,

jocal tax bills in high spending areas remain overstated.

B2 neorporating the spending changes we have assumed
reduces the overall yield of local taxes by just under 6 per
EentNhen reductions are significant for Greater London
(because of ILEA) and South Yorkshire (because of transport
subsidies). Comparing tax bills under the new system,
incorporating these reductions, with present rates bills will
tend to overstate the gains/understate the losses that will be
perceived in these areas arising #from the change to the

new system.
5.3 Our results are in two parts:
- effects of our proposals on areas;
= effects of our proposals on households.
A more detailed commentary on the results is given Annex 7.

8. Effects on Areas.

local tax bills between
and the

5., ]
- The ehifts A average

authorities are. caused. by:sloeur proposals on grant

non- to

domestic rate, not the switch from domestic rates

; . : :
1€ Jocal charge which only affects the distribution of tax

bi .
1lls Within an area
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s compared with the results we showed in May, there is a more

uﬂerable pattern of loecal tax . bills in high spending areas. Only 8
authorities would have average local domestic tax bills of more than .
£400 per adult, compared with 13 in our May figures and 4 authorities
at present in this position. All these are inner London authorities

spending well in excess of their assessed spending needs.

5.6 The overall picture is as follows:

Change in average domestic No. of rating Nos of adults
tax bill per annum £/adult. authorities in these
authorities
Increases
more than £100 8 e m
E508="£100 20 2.8m
EORN— £50 83 9.3m
Reductions
SO £50 172 14.3m
£50 - £100 76 75.1m
more than £100 7 0.6m
All authorities 366 35.2m

-7 By comparison with the existing regime, average domestic tax
BHHISoNIE rise in 111 rating authority areas (30%) and would fall in

255 areas (70%). Average domestic tax bills would fall in shire areas
By 18y and would increase in metropolitan areas outside London by 3%.

There j
TRl a strong regional pattern:

22
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average domestic Tax | pbills in the Northern

region and Yorkshire and Humberside rise by

between one quarter and one third, reflecting
the combined effectof the national
non-domestic rate and the ending of resource
equalisation.

S average domestic tax bills in London rise by

13% mainly as a result of high spending in Thner

London.

e in the South East and West Midlands average
tax bills would fall by up to a third.

The results for selected authorities are illustrated more

fully in Table 8.

5.8 In Sections II and III we discussed certain supplementary
UEVEFSIEOR damp down the pattern of gains and losses.

Table 9 shows the effects of pulling these levers.

- Using the whole of VED and 1% VAT as assigned revenues
reduces average local tax bills by  £45 and £27

respectively.

- Special London arrangements (in this case, paying 5%
©of Inner London's rateable value into a pool which was
then distributed at a flat rate £ per adult to Inner
London's authorities only) would reduce domestic local tax
bills per adult in Inner London by £38, at the expense of a
£2 increase in the rest of the country.

BEREY orant (in this case set at 5% of selected
authorities' budgets) would reduce average domestic 1local
tax bills per adult in the authorities concerned by between

£20 and £60;

23
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TABLE 8

 EFFECT OF REVISED LGFS PROPOSALS ON AREAS

’ Cost Per Adult Effect On Cost Per Adult Of Revised LGFS Package
adult :
E Now Chequers Revised Revised 5% local Per adult Total
 GRE package spending GREs non-domestic local tax change from
assumption rates bill now
801 1 Col 2 Col 3 Col 4 Col 5 Col 6 Col 7 Col 8

LONDON HIGH SPENDING (20)

£303.28 £590.55 -£11166  -£8440 = -£1545 £379.13 £ 75.85
£386.76 £634.95 -£11156 @ £10.21 -£19.07 £514.54 £127.78
£321.28 £637.33 - -£111.56 -£ 60 : -£18.19 £506.98 £185.70
§319.77 £408.53 = -£39.44 : —£ 1.57 £367.51 £ 47.74

LONDON/MET GAINERS (27)

£ 89.60 -£ 711 -£ 6.04 —f£ L 65 £ 7581 -£ 64.33
£169.77 = -£156.19 -£ 4.09 £150.48 -£ 55.75
£420.01 -£111.56 -£10.61 -£62.83 £235.02 -£238.18
£151.03 -£ 2463 -£ 2.47 £ 3.44 £127.36 -£ 47.22

METROPOLITAN LOSERS (22)

£102.36 £137.99 -f 6.61 P 3M £ 320 £131.47 £ 2611
£190.11 £270.30 ~£ 352 -£18.06 =P 1:67 £247.11 £ 57.00
£161.46 £278.66 -£50.23 £ 1.46 £ 155 £231.45 £ 69.99
£194.13 £279.25 -E1540 £ 487 £ a3 £269.05 £ 7492

SHIRE GAINERS (227)

£ 89.88 — £ 621 -£ 1.34 £ 94.76 -£100.70
£124.51 - £ *.956 £ 2.41 £126.37 -£ 1433
£106.08 - £11.75 £ 1.40 £119.23 -£ 65.07
£105.16 - -£ 1.44 £ 1.14 £104.85 -£ 2247
£121.20 = £ 8.05 —£. A1 £129.14 -£ 80.93

SHIRE LOSERS (69)

£ 8849 £133.57 % £ 523 £ 3.43 £142.23 £ 53.74
£ 8335 £112.88 5 £ 9.62 £ 3.76 £126.26 £ 4292
£ 90.25 £ 125.44 - £ 2.30 £ 3.77 £131.51 £ 41.26
£ 89.30 £147.17 4 £ 1.86 £ 3.63 £152.65 £ 63.35

PLE AUTHORITIES
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EFFECT OF SUPPLEMENTARY LEVERS

- Effect On Local Tax Bill Per Adult =
VED used 1% VAT used Special 5% Local Charge
as assigned as assigned London city with resource
revenue revenue arrangements grant equalisation
Eol 208 Col 3 Col 4 Col 5 Col 6

LONDON HIGH SPENDING (20)

s
-£45.06 -£27.72 -£38.22 -£53.65 £15.77
-£45.06 -£27.72 -£38.22 -£56.71 £18.17
-£45.06 -£27.72 -£38.22 -£56.15 £16.32
-£45.06 -£27.72 £ 205 -£44.73 £10.76

LONDON/MET GAINERS (27)
- £2772 £ 2.09

METROPOLITAN LOSERS (ZZL

£27.72 " ‘g 200 | -£23.186 —£12.45
~£45.06 £27.72 57 £209° 4 -£3273 -£ 5.15
—£45.06 -£27.72 £ 209 ~£23.60 —£10.94
~£45.06 —£27.72 £ 2.09 -£27.99 £ 6.71

SHIRE GAINERS (227)

-£27.72 £ 209
-£45.06 £27.72 L 0 £ 2.09
~ —£45.06 ¢ _£27.72 A £ 2.09
-£45.06 £27.72 7 @ £ 2.09
-£27.72 . £ 2.09

SHIRE LOSERS (69)

A S A
23 -£45.06 £21.12 £2.09 £ 874
-£45.06 -£27.72 : £2.09 £ 874
1.51 _£45.06 _£27.72 £2.09 £ 874
5265 -£45.06 “£27. 12 £2.09 £ 874
ISR e

- SAMPLE  AUTHORITIES
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Resources equalisation (if we had a property element
on present rateable values and used a lump sum
ources grant to  compensate for differences in
value for spending at assessed need) would
R local  tax bills by up 6 £15 in . low.  rateable
e areas, and increase average local tax bills by up ' £o
in high rateable value areas.

concluded that we should rule out the use of an
revenue and resources equalisation to damp down gains
City grant and London arrangement would be

» if there were major problems with needs assessments.

ts on households

155et showing the effects of our proposals on
17al households, we have assumed implementation of both
jal Security review and personal taxation proposals
' 3Ll the pipeline. We have used purely
itive sets of policy assumptions. The objective
report is to isolate the effects of our local
proposals, and so we have Hladlt the social
and income tax policy assumptions into the net
and net income under both the present regime and our

B regime.

able 10 shows the effects of our proposals on
lds by region. The results are shown in terms of net
in weekly local tax bills for households both in
as percentages of net income, compared to present
l1s. They are therefore subject to the health warning in

5.2 4
> main features to emerge from the table are as follows:

€ households gain than lose. 10.5m households (59%) in
land gain, while 7.3m (41%) lose.

24
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TABLE 10

LGFS REVISED PACKAGE (LOCAL CHARGE)
NUMBER OF GAINERS AND LOSERS: HOUSEHOLDS

East East Greater  South South West North

England England Northern Humbs Midlands Anglia London East Western Midlands Western
millions % % % % % % % % % %
& 0 0 0 — - 2 = = = 0
3 2 4 2 0 0] 9 0 0 0 1
1.6 9 26 18 6 2 317 1 3 2 12
5.3 30 52 54 39 20 32 12 30 15 36
7.8 41 81 73 45 22 60 13 34 16 49
6.9 39 Y& 23 42 58 27 46 49 53 38
2.9 16 2 3 12 12 1 32 15 26 %1
6 3 0 0 1 7 3 8 2 4 2
1 0 — = = 0 1 1 0 3 0
10.5 59 19 27 55 78 41 87 66 84 51
o e - - & .Y - = 2
1 0 1 0 - - 2 » i 7 0
-8 5 13 ¥ 1 0 15 0 1 0 4
6.5 36 67 66 43 29 43 13 a3 16 44
1.3 41 81 73 45 22 60 13 34 16 49

e L IR R Sa A E T

8.7 49 18 25 50 68 32 69 58 67 45
1.5 8 1 2 5 9 i 15 7 15 5
2 1 0 0 1 1 1 2 1 2 L
104 W gg e g URN el Lyl 40 86 166 | 83 T 51
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are more large gainers than large losers. 3.6m

holds (20%) have reductions in their local tax bills

yre than £2 per week, while 2.0m households (11%) face
sases of more than £2 per week.

households (10%) have reductions in their 1local tax
s of more than 2% of their net income; 900,000 (53%),

. increases of more than 2 per cent of net income.

- most households, the changes are relatively small.

12.2m households (69%), local tax bills change by less
§£2 per week.

ible 11 overleaf brings out clearly the strong regional

> the results:

hree quarters of households in East Anglia, the West
- and the South East (excluding London) gain. This
‘%Fly reflects the benefit of pooling the non-domestic
these low spending areas as well as the effect of ending

resources equalisation.

two thirds of households in, sthe HNorth . .and
and Humberside = high spending/low resource

lose for the same reasons.

households in Greater London lose, despite the
of resources equalisation, because of high

by Inner London authorities.

2
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HOLDS GAINING AND LOSING BY REGION
(with local charge)

GAINERS

81% 19%

Number of
households
(millions)

1.20m
NORTHERN

NORTH
WEST

7‘

1.87m

YORKSHIRE
AND

HUMBERSIDE

49% __ 51%

2.43m

16% 84%
‘ MIDLANDS

1.92m

WEST
MIDLANDS

0.74m
EAST ANGLIA

SOUTH EAST

87%

34%___66%

SOUTH WEST .

1.68m
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I

largest losses are for' large (3 or mere adult)

in low rateable value properties in high spending
re tax 1increases resulting from the impact of our
on grant and the non domestic rate are combined with
se in tax liability arising from the switch to the
arge. The largest gains are for single adult
s in high rateable value properties in 1low spending
gain both from our proposals on grant and the national

ic rate and from the switch to the local charge.

ared with having a pure residents' charge to replace

c rates, the effects of our proposals are as follows:

" There are fewer large gains and losses

‘Only 23 (ohE households nationally would have
Bincreases in net local tax bills of more than £5 per
- week compared with 4% under the pure residents'
- charge, and only 3% of households nationally would
- have reductions of more than £5 per week, compared
"with 6% with a pure residents' charge. This ‘occurs
X“because retaining a property charge and cutting the
residents' charge reduces the gains to single adult
households. The lower level of residents' charge in
our proposals also reduces the losses to large {3 or

more adult) households.

' Regional Variations - in terms of numbers of

gainers and losers - are accentuated. Retaining a

Property element - reduces the gains and losses
between households within an area. Single adult
households gain 1less. Multi- adult households lose
less. So the shifts between region become more important
in determining the household pattern. Because the South
East as a region gains, most households gain
sufficiently to offset any loss from the change in tax
base. The converse applies in the North. Compared with

4 pure residents' charge, more households gain under

26



our proposals 1in East Anglia, West Midlands and the
south East, and more householders lose in the North
and Yorkshire and Humberside. For example, the
proportion of Thouseholds in the South East who
gain 1is increased from 82% under the pure residents'
charge to 87% under the proposed lTocal . charge
while the proportion of households in the Northern

Region who lose is increased from 72% to 81%.

5,16 our figures have assumed existing rental based property
values. A different valuation base would be 1likely to change

" the distribution between households.

FEEElcagues have been concerned that the new tax regime
might be more regressive than domestic rates. Table 12 shows
the effects on households across the income bands if we move
frolMmdemestic rates to our new local éharge. The results
' suggest that, on average, low income households would pay a
smaller proportion of net income in local taxes under the
proposed local charge than under domestic rates. The main
‘reason for this is that the majority (more than 60%) of low
income households contain only one adult. At the other
extreme, households with very high income are also
' significantly better off. This is because they tend to have
high rateable value properties and benefit from the switch
to the 1local charge, even though many high income households
‘also have 3 or more adults. This point is discussed

More fully in Annex 7.

€. Implications for Scotland

918 The problems of the existing rating system and the issues
0 be faced in introducing any alternative are similar -in
]Scotland. The reaction to this year's general revaluation in
}Scotland has provided a vivid illustration of the shortcomings of

the Present system.
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NET LOCAL TAX AS A PROPORTION OF INCOME
(average for income band)

rcentage
of
ncome

/1 @ Retain Rates
451

400 400-500 500+
0-50 50-75 75.100  100.150 150-200 200-250 250-300 300-350 350-40

Weekly Income (pounds)
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5.19 The main presentation of this report is in English terms
bt work has been done to illustrate the effects of a parallel
new system of financing local government within Scotland. The
figures suggest that average 1local tax bills per adult in
Scotland would show rather less extreme variation than in
England. All but a handful of Scottish areas would have bills in
BRelange £75-£175 per adult (1984-85) with an average of £147.
The most important exception is Glasgow District where high
spending in relation to current needs assessment produces a bill

of £193 per adult.

5,20 Water supply and sewerage are a local government service in
scotland, not a nationalised industry one, so direct comparison
with English figures is difficult, but the payment for a similar
set of services in 1984-85 may have been some £10-£15 per adult

lower in Scotland.

5521 On the non-domestic side the move to a uniform rate
poundage would produce significant turbulence, but perhaps rather
less than in England because there have been two Egl
PEEetons in Scotland since 1973. A suitable transition
period would still be necessary. The general level of
non-domestic rates is significantly higher in Scotland and this
will need to be looked at further in relation to any move towards

a uniform nationally set non-domestic poundage.

d. Implications for Wales

5.22 The current arrangements for controlling local government
eXpenditure and distributing rate support grant in wales have
Worked relatively well; expenditure is broadly under control.
NevErtheless, the system is far from perfect and has the same

B coxnesses as that in use in England. The issues to be
€Xamined ip
Countrjes,

considering any new system are common teo Dboth

28



CONFIDENTIAL

proposals outlined in this report can be operated in
ified as necessary to reflect Welsh circumstances. The
of the main components of the proposed arrangements has
ssed and the results suggest that, as in Scotland, the
jon of a pure residents' charge would produce a far
range of local tax burden on the individual than in
the highest charge per adult would be around £145 and
t about £70.

impact of incorporating a property tax element within a
irge is not as significant in Wales, at the individual
hority level, as in England but the broad direction of

the household level is similar in both countries.

en the relatively compact range of existing non domestic
" in Wales the introduction of a uniform rate for this
>uld result in a smaller shift than elsewhere in the
of taxation between areas. Consequently only a

v short transitional period should be necessary.
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bt We need to consider how to cushion the effects of the

changes for:

o non-domestic ratepayers who face losses from the

introduction of the national rate poundage and new rateable

values;

b. domestic taxpayers who face losses from the introduction

of the local charge as a replacement for domestic rates;

c. local authority areas which lose substantial amounts

of grant and non-domestic rates.

5162 fBr the non-domestic sector we propose a 3 - 5 year

transition to phase in both the new rateable values and the
uniform business rate, in the form of phased changes in rate
pills. The transitional measures should be announced well in
advance of implementation. This will be important in allowing
the property market to adjust to the new rateable values and rate
poundages.

6.3, For the domestic sector we propose that initially the

residents’ charge should only meet 50 per cent of the local tax
bill. The move to meeting 70 per cent would be phased over two
years. Conversely the property charge should fall from 100% now
t0 508 in the first year, 40% in the second year, and 30%
thereafter. New property values would be introduced while the
Major fall in the property charge was taking place so that any
‘fcreased individual valuations would be considerably offset

by the Overall reduction in the bill.

30
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itional arrangements for local authority areas need

nsideration. Until we have seen the results of our new

sssment methodologies, we shall not be able to consider
1gements might be needed to phase in the effects of the
Q authorities. As well as conventional safety nets we
to look to transitional London arrangements or a
ial city grant if London or inner City authorities
'm,temporary problems before they reduced their spending
which would produce tolerable local tax bills.

31
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NCLUSI ONS

light of the work we have done since the last meeting
we have modified our original proposals. The reforms we

~ate are:

uniform national non-domestic rate, with a small,
discretionary element, to be introduced@ at the same
time as the new non-domestic rateable values. The
proceeds of the national rate 'to be pooled and

redistributed on a per adult basis:;

radically simplified grant structure, based on an

?mproved method of assessing spending need;

replacing domestic rates with a local charge comprising
residents' charge, paid by all adults, to raise 70
per cent of local revenue and a property charge, on a

new valuation basis to raise 30 per cent.

his package offers the prospect of a stable and
11€ting system of local government finance, in which
overnment will be able to extricate itself from detailed
ion in individual local authority spending decisions.
of central controls we have had to develop will be

more effective local pressures.

I OF THE ENVIRONMENT

1985
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ANNEX 1

main Report sets out our proposal to set a uniform non-
rate with proceeds pooled centrally and redistributed
to each local authority to support 1local authority
re. Taking the power to set the non-domestic rate

local authorities will place the full burden of
any increase in spending on local domestic taxpayers.
ratepayers will no longer be subject to volatile
in the business rate. At E(LF) some concern was
at the size of the gains and losses for non-domestic
and local tax payers entailed in moving to a uniform
proceeds @ pooled i ‘centraliy. This Annex discusses
e approaches and the mechanies of working a uniform

Blle rate.

RNATIVE APPROACHES

ing a rate designed to yield the same as the present
of the non-domestic rate will mean that non-domestic
in all authorities with rates above the national
Will enjoy a reduction in their rate poundage and in all
E¥es with rates below the national average face an
in their rate poundage. We have looked at alternative
achieving the objectives set out in paragraph 1, while
fthe problems posed by the gainers and lTosers: from

4 national non-domestic rate poundage.

on the present non-domestic rate poundages
1d any gainers or losers, but would mean a progressive
the real yield of the non-domestic rate which would
made up through another source of income. To avoid a
ilve increase in domestic taxes, the loss of revenue would

#P€ made up through an increase in another business tax.
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In general, they do not have as wide a covel
rates. A new business tax, such as a payroll
directly tax Jjobs, would be equally undesn;

would take a long time for the yield of &£6.

Bu

ies: : /
i ., non-domestic ratea
l J

hor1t

ences i '
ifel S great dlsparlty
read

rates in authorities
X

d C
stic ta

stic
on-dome . ;
‘ spending and sti

or their serv

the vine" and in that period the unfairness

present spread of rate poundages would be perg rateable valnes

see a freeze as an acceptable option. 5
rease
nts anything s

ces equalisation scheme wo
our ‘

g similar imMPECEEEE locat
or

1:4: . Capping . existing non-domestic rate ide

allowing them to rise by no more than a specif

year) but still pooling the proceeds would be o Lon-domesEic &
: : 1d 0
nondomestic ratepayers than setting a unlform‘ 1d

increase in low spen : ,
rates would not need to i P ve do bous T suggest on

permanent protection from excessive rate If the entire HEEE o:

osal .

businesses would be clear and tangible bon-u‘ - centrally there e

a f i rpetuity the present wide r Ky
wou 1 reeze in perpetuity i) ratepayer and |G

; iness
poundages - the Newcastle businessman would,
ncil,

: : We believe it 1is desir
century, still be paying twice as much as the

e standing to question the:

because of Newcastle's spending policies i

: . i lces provided. We also beli
capping was introduced. In the long- term we '

lorities to have an incentive

rates across the country. We have therefo:

 We considered an option Of:'f":_
ain automatically the benefit

National non-domestic rate.

capping historic poundages cannot be Justifie
option.

1.5 We believe that the problems of gains én

domestic ratepayers arising from the introduc

non-domestic rate is best tackled by sui

These are discussed in paragraphs

arrangements.

of ' the residents'
bProposal produces
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a particular area would then have discret

rate up to 8%p. This amount would be

- have as

authority in the same proportion as the sp . Hite hypothecated

‘ d reVe 2 L :
ment. Each authority would be able to les pre .. The alternativeiwe
L g ‘ditur . i :
share of the 8%p. ; .. rate paEti o8 general
5t1

In which case, t«g

1.10. Most high spending authorities would standard g

pudget-
1 authoritles.

maximum rate. But some low spending author oald nedd to  bellin r@a

could face the largest poundage increases ‘ B s
uniform rate, may choose to levy less th : ptic
reducing the number of non-domestic ratepa
setting of a uniform rate. No non-domest b | 1c seen 2 NN
more under this proposal than under the s: "

ve the link between non-d
the national rate at the national average. e

iding entirely would exacerba
§ it difficult to accept bei

1.11. We propose to reduce the loeal charc

by a wvariation in  these

further in Annex 2.

the non-domestic rate simply
arrangements.

believe that it would be nece
lection with the Inland Reve

ipped at present and which w
c. HOW THE NATIONAL NON-

DOMESTIC RATE WOU.

civil service manpower.

1.12. The features of our proposed scheme ar

) Statutory Indexation

(a)

the proceeds of the national nons

be hypothecateq to local authorit
domestic rate

‘. 0 Ve have discussed wit

¥

would become an " B ot
statutor

the Poundage woulgd be statutorily :

ceiling ' ‘on e
’il’l&sS

fate which ecu S
81slation would be a
feasing bus

ling woulq
14

‘deflator forecast published in the
Statement. J :
(c) the bProceeds would be collected by
the basis of an assessment b

Y central
~Product of the national poundage i

point before

iness taxation b

Place a maximum c
Uill Heue

lnCrease in

ssitate a Minis

v fl'ézen at : a suitable the non-domest ]
_Eimancial year, the need for deci ol

Athority finanes sy

| ld remOVe

the loca)
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rateable va

1.17. There is a choice of inflation meas _ circumstanc

choice of whether the link should be his;

-domes

n

use of the historic RPI is well precedented =

and well understood index and has the ben‘eﬁ‘ N
; 1 ?

the GDP deflator of not being revised. Bu Rev

of consumer goods, not a measure of bus1nesg

i gters have already e
ini

E M "
- valuation not earllg

g e i
55t 1C r ¥ i

pial if EHE SIS unifor
pssen

costs. ~ The GDP deflator .is . likelyiits be
those. A historic rate would look out of

March, if inflation were trending sharply.

| .cis. We believe iERE

provisionally suggest that the link be made b, .oicing o8 uniform ra

forecast published in the Autumn Statement.

time. That is also EHEEEEE.

nouncement
d yires an early an
(iii) Collection

b . view to the introduction o

; : " B or 1990.
1.18. Local authorities' contributions | to /

i d be .equal’ te s 1 ;
domestic rate pool woul q il b (e cffects of a no
ipli i ble value frozen at ; L
multiplied by their rateable B o in pred O revah‘l
in the previous financial year. !'The ratea

; L stantial shifts between both
adjusted to reflect fully statutory reliefs

- some cases this will be partily'
etc. , i
¢ ) | Fdomestic rate; in other case:
of the 1locally variable poundage. Local v

continue to collect the non-domestic rate.'
movement of funds,

aluation

will be reinforced

f 3 Fdomestic rate, set to maintain
contributions to the i

deducted from authorities'

nat
entitlement to gr

of the national pool. Net payments only woulc

by the authority. We have two sample studie

ation Office, covering all
¢ sample of 19 English towns

"9 Son ang Daw, a leading 4
91ish towns,

1.19. This wii1 give 1local authorities

maximise the collection of non

- most



- most offices
- poorer iron d e 1 =

shipbuilding REVALUATION SH
manufacturing

(b) Losers from the revaluation

- retail sectc

As
shops in cen percentage B
markets of current
= very modern rates
units
- best o0il ref
complexes ingstoke + 3le
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two "main residencesg” -

4.34. Students will generally be treated in

pPeople for the residents' charge; with th

~on where they live: %
A .
halls of residence: will be e

‘residents' charge and a propert y

'domestlc rates; this Wil e

i
© Produce an accept

task ;
W
ALkl be easler than in
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: : lectoral r electO { 3
4.38. Present evidence 1S that e ! e 0 11 gl si
at the time of compilation. The OPCS jverlaP o
i j T ‘
increase in resources the list could app lectoral

of the census. The electoral register c

prepare. The OPCS estimated that £30m

includes t

hose eligibl
this would be for a census-style

tailed in A
enforcement problems i includes those living )

. D e : te which is co
residents' charges to deal with diffi ing da

especially helpful in overcoming S charge;
the present registers which are most in

and those living in inner cities.

4.39. Unlike electoral registration the:e
incentive to avoid registration 'for th
Greater reliance will Dbe necessary,
sanctions. (Existing powers to fine thovs‘;‘ |
for electoral purposes carry maximum peri I area to area. It wouldief ) ‘t:‘
seldom - if ever - used). We propose two

one on the head of the household, or,

gle sheet of paper with names ‘a
tated to show the different
landlord to register all those in a house fried in the electoral and ‘i:",e
a second on each individual to take reaso
that he or she is registered. To assist wi
that the register be made public and open ‘tz
electoral vroll “is.

further below.

- e also propose that y

The question of enfo ild be 5 rolling one as the p

flents i1 be expected to
Oty ang departing residents
Wthority in order iEe I

lent g ;
' OF receive refuntel il app

3 Ouseholders
1
tlnye to do for the

cont

as

X t operates on
s Year,

What A
do already f

property
a fixed

; a8 collective residents' charé‘e

d dx;-lyl Deed o' keep ' o

4, A ro ) {
rCEmentlllng register will of
Of the residents' chaf@“



O UVisi L
CUNMIUENT IAL
; e other
have every incentive to inform the local o ch o
further liability. The authority will th ffectlve a

change of occupation and will then establ
occupier of the premises and be able to e

of other residents. In addition, aUthox_'fi; o it

e
n

aratio
he a

grom t

| ortant polltlcal advanty

. imp ‘

nose who would wish to argu

1t

The argument is spec1ous

establish co-operative arrangements

3 . nistrative a
authority can notify an importing authori: dmi

new household. A rolling syste‘mu
complicating the administration of ho
local authority will pay benefit on its ch

35,
course, what happens with rates now.

) gnforcement
; Enforcene
4.45., Even if we were to forego the a

; : ; nt
register in favour of a fixed qualifying da | There are two enforceme

i . AN
for electoral registration - 10 October lies only to the residents

| . Ot |
before the start of the financial year 't ies both to the residents

would relate. The numbers of people who wo
down, having left the authority before the

raises the same issues as

idents' charge element of the‘

year, would be too great. A 1 January dat ntary tax we need effectiyev

start of the financial year - might be mor register and for them to £

be too late for electoral registration pur Lovered.

be allowed for an appeal procedure to opefa;
list to come into operation for election:

Authorities will not start witl
February. Disputes about the residents'’

for the property charge Wi
Piers or owners of property
le on whom the principal dut

€ is also the electoral regls

information which in many cases will be

also be oE to develop—
there would be additional costs.

Ftration at the point of

o]

| "®9istrations, applicatio
costs would only have to be incurred once. '
.‘of the most mobile groups

l.lectlve residents’

l se .
Arches where houses chan

Vice ‘
$ are Charged for, parti

bl |
. °hcourage regigtratic:

E Fiffs for resides s
ltles. . ol

are likely to

charge and that there
Ve on individuals to notify the counc
the borough,
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finance addit

to :
Lndhe 8 i ts
4.50. We do not propose that individuals ab sty the residen by
W50 B :
carry proof of registration. That would
| : . ) b i have
step to a system of national identity ca uthorltles i i
people will have to come to accept e problems in
ov

i r the w
service from their 1local authority, o bea cheyeh

't t
2 8 o ; efOIe

revenue'
those services.
K. paragraph 4.5 we argu

4.51. Special arrangements will be requir ulid be established for

sho

0S€ that
 of the new system since t’h‘

accommodation subject to collective res new basis shou.:

local authority does not retain a regis
that accommodation, it may be necessary N ensuring thet all,
facility whereby an individual wishing B in their rates bill

services could be given a receipt or othe ge. Moreover, by  the =t

system, when the ‘property s
of local taxation,

his residence after enquiries by the
proprietor of his accommodation.

i foduce the new valuation base w
4.52. Effective enforcement will require t ‘
working relations between tiers 1flifon é‘x

are to receive information held by shlre

CONCLUSIONS
authorities.

. This Annex has desdribeé ou
B TRANSITION

I the following features:
4.53. We propose
system. In the
charge will meet
rates,

a two-stage transition to
first year of the new
50 per cent of the local
on the existing rental basis, will

In the second year the property el
to 40 per cent.

(a) a Flapoprei residents
the local tax bill:

liable in their main

cent.

@ property charge to
bill,

This ' wilil mean that:

=~ the residents' charge will be

1evels than will subsequently be requ |
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(d) a property charge and

second homes;

(e) a rolling register for the : . WITH LOW INCOMES

from the electoral register ! o THOS

(f) enforcement by local auzt';‘ RoDUCTION

available to them.

4 sets out our basic pr
ex

£ a residents' charge pa
payable Dby

AN
ting ©
property charge |
¢y charge will be about £91 p.
' charge will be £106.

4.56. The costs of running the local
the cost of administering a flat-
domestic rates. Authorities will need
records' and a residents' chargé regis ! ents

to explore with practitioners the | 3
= fhese bills would be too high to

billing and collection it is not po :
- This

i e ' ' v Wi assistance.
view on costs. Some additional costs without

i di i the poor:
proposal in the social security revie ding assistance to P

' f 1
should meet at least 20% of their locs: e vith a graduated residents

valuation base chosen there may be  scheme.

| GRADUATED RESIDENTS' CHARGE

]

i Jraduated residents' charge woul
1ty to pay" and hence reduce th
Isten with a rebate scheme.
¢ flat-rate charge where there
b The lowest band would correspor
r ‘Nt available to those on su
P °f income, The reduced rate
°se on low incomes, but abové]\j
le 4150 to have a higher rate ba:
nm:itexacting 2 larger contributi

woulgd Specify both the

en th
® Charges, A basic scheme
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Lowest band (benefit levels 203.
of income)

ted j
‘ ( income of
Reduced band: 50% essment of the
Standard band: 100% uld nav L
Higher band: 125% t to DEECE

yere 1O L .
1 authorities 1in

‘ at considerable

5.4 Such a scheme produces the following re: ... |
| | of integrating collect:

(the resid

facing the average residents' charge: R ive.

tability gain
‘ificance against aggregate
of collecting the charge £
) .“I

i Average residents' charge (w
two-adult household)

Lower band = ) further complication woul
Reduced band = . that every authority levied
Standard band = ing at assessed need, the gr
Higher band = aithorities with a concentr

; ed rates and reduce the grant p:
Those results might be acceptable with rela I

losses entailed by movement between bands. B

jomate numbers of people on

icate the grant system.
other LGFS changes, we concluded it pro

poverty traps for those in high. spending authori The property element in the 1lo

simpler and, insofar as bette
drger properties (or more W
S are used to determine rat
fegressivity of the local &

five complexities entHiEE
Ge,

Camden's residents' charge

Lower band
Reduced bang
Standard band
Higher bang

Th .
at meang assistance for th

Toviq
N ®d through a rebate schen
Wing section,

e under a banded graduated scheme
Taps associated with each income ba‘n-.

1€ ithe Spread around the avera

GEOW, — g

, but the Present range
07 iin Camden,
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C. REBATING THE LOCAL CHARGE

; : i and disc :
5410 This section describes d rates:

ur proposals and those of the
o suggest a rebate scheme which

g sought from the review |
pility of local aut 7.
gements which at

between O ; »
Our aim is t
the poorest whilst making sure that they, 1

aware of the cost of the local services th

counta

ng arran

(those on supplement :

o0lds

5.11 Under the present system means-tested

is provided through the Housing Benefit . Y moving to the loca_;l,e».

households in England* receive benefit,

qualify automatically because they are on npers subject to means—-te

The other 3 million low-income households
with their rates on the basis of a means A central objective of
local authorities - the amount they receive se so that as many people as |
position of the household, the size of their : al services. 17 million peo
weekly income. The total cost of rate reba esent will get a bill fcr“-
around £1,400 million; people on supplemen ¢ of those will have low in
on average, £4.50 a week (£230 a year) in

income households, £3 a week (£150 a year) .

jle for a rebateq We est
| means 'testing to another
300,000 of these will be pe
¢ they are living in anothét
ly people living with their
their parents. Householder

S on the property charge ele

5.12 The Green Paper "Reform of Socialis
proposed changes to the Housing Benefit sche
it more equitable,
understand,

simpler to administer anc

the proposals would be to reduce the total

Benefjt costs
———- COsts
around £500 million,

A partially by reduci
ouseholds not on supplementary benefit who

b that e:

Ml ; ,
_ tlon & yea i England
tltieg! i

rates
and not rent - would, in general,

other hand working familjeg o
high rents, would gain,

administrative co.s‘ts

A
n low wages, *tra caseloaq,
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Shape of a rebate scheme

(iii)

T
¢ minimum payiEs

Syl The replacement of domestic rat

should not requir
Housing Benefit scheme, as set out 1nteE

cial to U proposa

g is cru L fild
F 3 be aware of tl

houl
gible S : ey
o The social Secu

e amendment to the main

sceive: !
k. everyohe should pay
ha

s and this will be

paper. In assessing how individual hou

by the change to the local charge, we
rate

p cont

proposals of the Social Security Review i

: i i et at
ribution 1s S
The most important of these proposals are:

g' charge, and living ir
1

i the income test should be B bill N

whether they are receiving b B, oot - simil_ar ,,

17 a week. These compare
. week which these househo

the unemployment trap which ex
scheme) ; |
sl the calculation of rebates éh
rather than gross, income (
marginal tax rates payable by

iii. maximum rebates should be pay:

Compared to a system of do
oroposals, most single peopl
5, with average or below

income was equal to or les rgest losers will be in

: benefit level; of our other changes will
i, there should be a single r efit in an Inner London
benefit for everyone whos

L rates bill would pay £1.8
supplementary benef:t level.

rateable wvalue a but,
Y need to find £3.52 a wee
local charge. The diff
L0 3.6% of the current sup;

55 157 We rejectegd, during this study,

Providing help to leow income households.
of social security benefits from payment i

would run directly counter to our objective

fe effect on the met 1nc
aware of the Cost of local services. ‘ |

°f requiring everyone to
Ll wily depend on the b
Sehtary  penefit ("churning'
-’ Green paper proposals, 13
lng benefit ang family cre‘fd"
& the scope of the Local G

for t i i
i hose not ip Teceipt of benefit, would
. S ; s

dlSlncentlves 1n areas with a high loca
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narge: put apply a 1
i i
R the gocial Securi
g in e

Administration

r cent,

combined tax could complicate ,
. residents' char

§o pe
of the

lines of  thel
rebate scheme along the ‘ b
hole l1ocal charge paymen

proposals compared to a simple flat-rate

The widening of the tax base to non-h

the caseload. At present non-dependents {USIONS

are expected to contribute towards rates

the increased be

the rate rebate scheme for property w espite

e rebate scheme develop
we believe

s

residential and for sub-tenancies. We
| to rates,
ive way of helping low |
graduated scheme Whlch*

whether to continue these provisions
property charge. Scrapping these provi'.
administration of rebates and thus help i
the extra caseload on authorities, but wou! fsting of all hoUREESEE :
in benefit costs. " for low income families in
5.22 We have considered ways of avoid.
administrative complexity. One possibil
those entitled to a rebate of the "peop'l‘

of any "property" element - but this would

trap effects, especially in areas with hig

5523 Under a 1local charge,
applied to the residents'

Applying it only to

the minimum
charge, the p

the property
non-householders Paying only the resident



LrRODUCT 1O

, annex TreporEs progr

ital expendlture

Thi
ity cap
Bcisions on the local go

JRRENT POSITION

The 1ssues affecting con
LA
gsed at Annex E to the Y

new borrowing for

borrowing consents.

whether the

.d,
temporarily surplus ca

all external borro.
counts including
deposit);

all net external
temporarily for rever
for capital)

financing 1limits (EF

SYstem which aims td

i . .
f capital receipts d

9r i 3
Oss Capital expe

v

Ariationg 3y 1n-year

b
Y other means an incer
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ternal bOrrowWinguSEE

6.3 We have discussed the five options leaving auth

put the e

p net

L k i i
associations and invited their comments. ped

samne

Selve

! their re shere £8
have subsequently confirmed P .

above. This option would leave authorit W c

pue @ bl
| ue ade EFLs as we do fo
apply in-year and accumulated receipts ¢ailor-m

further supplemented by other available  of nearl

y 500 authoritieé-

ect s"lellt Of
i asses

grants Capital funds (604 dir C contrlb,

7

, on GBE i
EFL .+n an allowance for pa
the extent that additions to revenue expe haps Wit

electors, this option would be good for ae .

; il
enue borrowing was neut

i our target LAE?R
its present form it offers far too st alent to

¢ equiv : related say‘ i\,
capital expenditure or over the annual lo \ fornulaic ba : ‘
requirement (LABR). Moreover, the Gover

Lonie d not accurate:
little influence over spending prlorlt;_ guch EFLs woul

. ities, andiiwe
whether this option can be improved to pro ividual authori '

be. One possibility WoOLIECEEE.

v
6.4 The two expenditure options (iv and v

'r\"'W
hority borrowing market through
the present system.

Al

i . in effe
The local authority. roving consent could 1

less keen on these options than on option
they offer insufficient flexibility and
authorities to pian cost-effective programm

system of control on net expenditure ha

s al
our objectives of controlling expenditure

Either approach is essen
accountability,

hts to authorities in danger of

land might need to regulate iF

should run itself.
Provision.

tially
But we cannot rule out

7 ! The associations are, for &
are certain that Something workable can be

® OPtion, partly because it wou

Uncertain how it woltln worki i

SPProach, it would represent a

loca] duthority finance, andin
external 'borrowing

+ Which have considerab
national level,

: the financial Operations of aut
wWe ought to pe concerned pri; {2 jor

Practical snags to be
wing requirement,

Plor b : ; ‘
109 the Practical implicati
Ca) ;

“Wthority associations and t

&r | =y
- !0 the dutumn. 1n the meantin

o 1 10“5 48 shiq oren in our disch
646 Control 0of net €xXternal borrowing Ty i 1 NO%QIOUtSide interests.

reflect thig Priority, But it  Has beenf '

associationg on  the grounds  that it

.uneconomical Changes in authoritjeg: mode

@beration, e are

considering whether a
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i annex contains suppleme
is

in gection v of the Rep

impact of proposa

utional : |
the effects on arEasy

the effects on househql

the effects on tax unlt

EFFECTS ON AREAS

ple 1 shows the effects

ic tax bills in each regio
511 by a third, reflecting
he national non domestic‘_'.

ning domestic resource e‘qﬁ:
Conversely, averade tax b
se by a corresponding arﬁob;'
ed with low rateable resou
ady the highest in the cou

N9, mostly in Inner Londor

Bt and vest Midlands 1 il

Lowest

£83
£51
£62




s which we hi

dification ’
- d the extremes

y reduce
mains wide but ha:

s in domestic tax

gainl
Lion re
jariation

grFECTS ON HOUSEHOLDS

mables 3a) and 3b) compare

jsehold type resulting £r¢

its single adult households
Tl

adult) households. With the

osses more than 5% of net h

e .

Table 4 compares, for these
iVerage proportion of net i
Tesent and proposed systems .
¢ seen that single pensione
tter off at all income 1le
Tore adults ray a higher pr

i9hout the range. Low income

ileg 5
,th 8S income rises more Ea
® Present regime.

We j
. .aVe also looked at EhiEh
S‘amers and

Ct{ losers =
"S/increag

3 €s in net loc
The table be ™

low summarises




than £2 per week live in t e
st Midlands; 70% of househ:

Of the Specification repo:
SO domest § o rates to thé‘""p_

ti ! : s
100 of pet income paid i

Mt income ban
€ h

ds. It shows
Ouseholds would be red

- Teg | .
: Son for this is that in -
flty

Of hOuseholds have only
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se results take no account of the fact that to
standard of living, large households need more

r households. This can be allowed for by

1 oweVer’ the

same
e theé

‘. than smalle

old income for the effects of size and
jng housen

o EB%E—E shows the effects of doing this using

alence scales ba
de

L" pasisy
n low income households are marginally better off from the

there is a much more marked pattern of gains among

sed on relative levels of income support

i by supplementary benefit rates. On this "equivalent

+he results show a rather different pattern.

fcharge:
income households more of whom, on an equivalent income

ter;d to be single and two adult households. Thus, if we
income for family size, it 1is clear that over a broad

of income the local charge is more regressive than domestic
 Relatively better off households pay a smaller proportion
¢ income in local taxes under the proposed local charge -

B 1 - 2% of net lncomejon average,compared with between 2
nder rates. This is a necessary corollary of introducing a

l flat rate element of local taxation.

This effect is also evident in comparing the distribution
X payments by income for particular household types. Tables

6c) show for some illustrative household types how the

' Charge. The households types covered are as follows:

" single pensioner (Table 6a)
| COUples with 2 children (Table 6b)
" 3 adult households (Table 6c)

: T1.1e tables show two things: first, that tax payments as a
ttlon of income tend to decline more rapidly under the
jeZ;:;él charge than with rates. Second, they show the

: tfts in tax incidence between different household
‘ s taple 6a) shows that single adult pensioner

hol g
| 9S are better off at all income NEVENSHSHESEREREISEES

B Whi §
; “le large households with 3 or more adults, on average,

e thr
©ughout the income range. This illustrates the

ant &

Ffan :
den t of household composition on changes in tax
) Ce,
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NITS

in this analysis, comprise individuals or groups

such as husband and wife, who would be jointly

units.

dividualSl : :
. - purposes of Social Security benefit. There are 17.8m
55 4

nolds in England and 22.8m tax units. Three quarters of tax

b .re also households. The rest comprise non dependent adults

e non householders, such as young people living at home.

§ paple 7 shows the regional pattern of gains and losses in

ly tax pills among tax units arising from the implementation

be new system with the new local charge. It shows that a

ihat smaller proportion of tax units than households gain

the
gholds. This is a consequence of widening the tax base and

new system - 55% of tax units compared with 58% of

ging more tax units into the local taxation system.
rwise, the general pattern of gains and losses across regions

ows that for households.

. Tables 8a) - 8b) compare the distribution of gains for

erent tax units arising under the new system.

- with full retention of domestic rates and,

- with the proposed local charge (with the property element

@ on existing rateable values)

tables show how - in moving from domestic rates to the
Osed local charge - the number of tax units who gain from Oux
Osals s reduced from 66% to 55%, with one parent families

Si 157 : . 2
hgle adults (other than pensioners) incurring the biggest

€S , e : ; :
This is because many single adults live in multiple tax

4 E 3
ouseholds ang directly pay local taxes for the first time.

per :
' One parent families, single pensioners and couples with

mor Wi
€ children all fare better than average under e Jaew

e , 1
hile other single adults (mostly non dependent, non

er .
) and pensioner couples fare worse than average.
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YS IS

of the main ways in which we have modified our
e
gince May is by incorporating assumed expenditure

b ons arising from precept control of ILEA and of transport
L1

poards in the metropolitan areas. These have the effect of

B the required yield from the local charge under the new

Moy 1us
tic rates
bhere are more households gaining than losing under our

+ under 6% compared with the revenue raised by

in our 1984/85 base position. It is one reason

In practice, these expenditure reductions will accrue over
ber of years and would not be available in one year to

bt increases in tax bills arising from the full

enentation of the new system. Consequently, as indicated in
ion V of the main report, comparing tax bills under the new
en incorporating expenditure reductions, with present rate

s, will tend to overstate the gains and understate the losses

ly to be perceived in the changeover to the new system.

L To measure the sensitivity of our results to these

nditure assumptions, we have produced a separate set of
pl.fications assuming that 1984/85 expenditure levels are
tained under the new system. Table 9 shows the distribution
hanges in weekly local tax bills for households, by region,
ing from our proposals with the new local charge, but without

Nditure reductionsi

+ Compared with Table 8 in section V of the main Ieport.
[ incorporates the spending reductions, Table 9 shows that a
" Proportion of households gain from our proposals -57%
eac'] o SonaE effects, as expected are most marked in
-hlre and Humberside and Greater London. Non metropolitan
ehzizsu:af?ected' In Greater London, the proportion of i
llor Osing rises from 60% to 64% and 18% of households
Cts ift:jn £5 per week. These results suggest tha-lt the

¢ expenditure reductions are very localised and that

°Vera1 4
! pattern of gains and losses nationally is not

ifica
nt J .
Y affected by the expenditure assumptions We rnire
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L — conclusions from our analysis are as follows:
The :

e mal
re the

n jeterminant of whether households gain or lose

y live. Households in high spending/low rateable

areas generally face tax bill increases; those in low
f‘ng/high rateable value areas generally face reductions.

L outside London, low rateable value appears to be

ated with high spending, this produces a strong regional

n of gains and losses.

ether households gain or lose from the switch from rates to

ocal charg

., The bigge
e adult households with high rateable value property while

e depends upon household composition and rateable

st gains from the change in the tax base are to

iggest losses are to large households with 3 or more adults
rateable value property. For most of these households the
| and losses arising from the change in the local tax base

reater than the effects of changes to the grant system and

lomestic rates.

n average the package benefits low income households the
ity of whom have only one adult. However, if we adjust
e for family size, we find that the biggest relative gains

e to higher income households. The introduction of a large

fate element of local taxation means that for any household

the proportion of income paid in local taxes declines more

Ly with increasing income under the local charge than with
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Couple With Two Children
Net Local Tax As A Proportion Of Income

(average for income band)
75°
720
Weekly Income (pou

NN\N\NNNNNNNGES

T L




CONFIDENTIAL

Three Or More Adults
Jet Local Tax As A Proporhon Of Income
(average for income band)
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in gection 111 of the Main Report we referred to

options for
re discussed in this Annex.

reducing the size of the residents'

These &

In that section we said that ‘the easiest way of
Bering a cut in  ithe resident:s' charge was simply to
e the standard grant payable to each local
Insofar as authorities spending was unchanged this

| translate into a uniform cut injgthe resigents s charge:

Assigning a share of national taxation

Assigning a share of national taxation without an
8tting reduction in the standard grant would have exactly
came effect as increasing the level of standard grant. Any
pitage would be purely presentational. We have looked at
possible candidates: a share of VAT and the whole of

fle Excise Duty (VED).

Assigning the proceeds of VED would reduce the
Pnts' charge by £45 per adBlCHSSEES—_ the country.
gning 13 of VAT would reduce the residents' charge by £27
fdult across the country. In both cases the pattern would be
Ssame - residents in low spending areas where the

charge is already markedly  lower than the
at

fentg '

fHic rates bill would  gain | PropOSEICGHAEEIYEESSE
P¥pense of the national taxpayer. The scale of local tax
F°Ses in low rateable value areas like Accrington would be
‘ed' But it does nothing to reduce the range of

N in the level of residents' charge between areas.




b Transferring the whole of the ¢

There
hority overspen& ‘

hequer aut
T spending ©On education i
i
8205 Education accounts for pESC plans. i
authority expenditure. Centrally |
spending would allow a substantial ci authorities might u
The  advantages which could et in the residents'

. : re
achieving a similar cut through an services. The ‘

rvices.
would be: those sé€

better able to secure

standards across the cour

- education - about a half of

would be subject to a binc '

8.6. The drawbacks would be: :
We believe that we do
Unless management of the ed
centralised (and E(LF) were ' There are CEEE
possibility) Education Mini
to control the way their £

Pecific grants ' in

served by the provisio
~we believe that we sh
er look at the present
There would be no local f£i ¥ have outlived their us

and  therefore unconstrai

improvement of the educati ITO. that end we propo
Pressure for economy. The govi 'S discussed further

into perpetual conflict igiel tic grants should be look

Our
able

It would ca1j into question conclusicnisins

local government in the shiﬂ“' £ He do  not i
P ther reduce the (i}
funded 1locally,
benefit would

31 .
tes whien needed it le:

dityye
The
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looked therefore

g.lls We have

local VED
level of to LoV | i
the present s

. o1d of the tax wasH

Wk

h there would kbé“

require . '
uced weight put on the residausa

red

; Althoug
a Locally variable sales tax ¢ the country,
5 i i
X ively feasib
) 'nlstratlv
g.12 An average 4% local sales gdrn L ably EE needed ir i
A ; ro i SO
the same coverage could Thalve P .o of VED to be set and
B ra ‘ )
residents' charge. Since the Dbette ,,
liable to VAT, they  would shoul pinancing local aut
of the local tax o nkility payme "’7“. ssidents’ charge and [
painless and local authorities wou, ol - distributioﬁ},‘v."’" :
income. - charge betwe'e'fn_!" :
1 wn more
holds tend tONGO ;
S.l3s But on present local

ership varies widelY‘
locally variable sales tax is a non-st .in Hert fordshire O
ut a grant to equalise
- there are enormous variat: Eic of residents'’ 'l
per head of population fro

spending at assessed
(Manchester and Newcastle

rity to authority.
shopping floor space per

Gateshead.) The yield of .au

vary so much from one autl

we looked at an a.

would be hypothecat

would be bound to be drive diture. Again, however,

an equalising grant. Thigd
a locallz variable tax;

to spend on local ro:
roads expenditure

mberland to £48 in
traders in high spending ar, Ot estimated that i ESS
unwilling victims of cross Y £500 m covering both
- the tax woulg be eno:

government . We concluded the

L1y Variable VED was
8.14, These argumentsg .

) ! ity ; s
fay effectively o Y in local yields.

A

—Ubplementary tourist

The

b.

Locall

Variable Vehicle Excise D

role of a &h
We have p

lookeg at the opt
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pe to reduce the general level of

e it : ,

put to compensate authorities with S
u

for any fail
extra burdens they impose.

ure of the needs assessme

g.21. We considered a supplem
local authorities could levy at thei
additional tax on tourism seems incor
initiatives to promote the tourist in
directly to business costs since it
distinguish between businessmen using

them.

8290 We therefore concluded that

supplementary tax on hotels and board

want to provide additional revenue
largeconcentrations of tourists, our
the non-domestic rate arrangements
boarding houses, such that the local a
the non-domestic rate (or collect

payable on these properties.



