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CONFIDENTIAL
The Rt Hon Barney Hayhoe
ntary Secretary, Minister of State, Depa
Health and Social Secur
(Minister for Health)

'HORITY CAPITAL EXPENDITURE CONTROL IN ENGLAND

ttee considered a Memorandum by the Secretary of State for the
Mr Michael Ancram MP

Parliamentary Under-Secretary of

ybout possible alternative methods of controlling the capital
State, Secettish Office

ocal authorities in England (E(LF) (85) 14).

SECRETARIAT 5
4 ?g;ﬁaATE FOR THE ENVIRONMENT said that the present system of

Mr J B Unwin capsed)/
Mr A J Langdon
Mr J E Roberts

expenditure was imperfect. It had failed to match

of provision, or to give local authorities a stable

in which to-'plan their programmes. It was therefore necessary to

<§i:b CONTENTS . tem. The objective was to find arrangements which were effective

Item No

Subject
i LOCAL AUTHORITY EXPENDITURE CONTROL
IN ENGLAND
2 T@ LOCAL CH

aggregate (Gapital expenditure, provided control over local

owing, and p a stable framework. He had considered five

LEGISLATIVE IMPLICA

ARGE LIMITATION ies would prefer a sy modelled as closely as possible on that
3 ANNUAL ELECTIONS <::j> ; ated in the 1970s; ie ol over new borrowing. But this would
4 THE LOCAL AUTHORITY e T . E leptally little control. ctice there were two realistic
8%  control the net external b ing of individual authorities, or
5

ir gross capital expenditur §;§s§lly it would be desirable to
spending and borrowing, but in zégﬁice it would be extremely
set external borrowing limits fo

SALES FEES AND CHARGES S/\ 10-‘.“

%

vidual authorities. He

this option should be set out in tYe Green Paper, but with a

lescription of the difficulties which Government foresaw.

 A option, therefore, was a system based on

enditure. Both he and the Chancellor of the

;;Z§Z§> } tem, and would remove the threat to the cash limit

|

the sale of surplus assets, but this could be allowed
e necessary to include an element of flexibility, leavin

5
resent to carry forward or anticipate a small proportion ofC§ZZ§> ions
. It would also be desirable to give local authorities a <§;9
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Zijg%zzrovisional indication of the likely level of allocations for more tRInNg

r ahead in order to provide greater stability in planning capital p
C%%%z%s; proposed that authorities should be allowed to increase their s

b
con

In discgg§§§> the following points were made -
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Y than net allocations. In any new system it might be desirable

local authorities power to vire only up to a certain proportion
the use of budgeted revenue contributions in addition to the allocation for each service.
tal.
permit budgeted revenue contributions to score as an addition to
;onal control totals would provide a useful small element of

j?" » and would be a counter-weight to the removal of the discretion
mulated receipts implied by a switch to control of gross

a. As ternative to introducing a new system, it might be pos: :
*éagﬁaiture. But there was a risk that until the changes envisaged

to modify esent system, under which net capital expenditure
A ir ystem had been implemented, local authorities would raise
the basis fo rol, to make it more effective. This would causeWlEEs g;
- nduly at the expense of business and commerce in order to
disruption, and was likely to be more acceptable to local authorit

capital” expenditure outside their allocations; the case for

ity on revenue contributions was less strong so long as local
B There were grav, ubts about whether a system of external borrc

@

system based on gross exgen/di

es retained (flqxibility on the use of capital receipts.
limits could be mad k, and there were therefore dangers in

it. But equally, loca

ture control if it were made clear that

S

alternatives had been thord

g considered and dismissed for good = a system based on g

§2§§>-xpenditure by 1 April 1987 St this

ents that local authorities wi

itions before the Bfll had r iWed Royal Assent.
over time have the benefit of alf '

ending power of their accumulated
receipts. Under a system of gross i control, past receipts would \ESIDENT OF THE COUNCIL, summin D e discussion, said that the

require the Secretary o to notify authorities of their

B The Government had given

provide no automatic increase in spend wer, but the commitment « 2 welcomed the offer of the Secrét of State for Wales to

ngements .

sl if they could be giver
assurances about minimum levels of allocati

be honoured through suitable transition note on ways in which the existin em of control of net

enditure might be improved. The Secr of State for the

d. It would be helpful to local author and the Chancellor of the Exchequer sh®uld consider these proposals

if it did prove necessa to introduce a new system, the
ons for more than one year P Ty Y '

ahead, but it was important that such figures shoul
Provisional ones and that they should not pre
public expenditure survey.

2e were strongly of the view that control of (gro$k capital expenditure
> best option. Subject to advice from the Pa iﬁm

grity in Parliament,

! ntary Secretary,
—empt\deciSions in the a

. of the commitments which had been made about the receipts,

€. At the time when the Government had tak should be pdt forward as the preferred one in the G per. The
aken powers to e ; ;

authority capital expenditure in 1980, the Bovernmesi st saw grave practical difficulties in introducing a s pbased on

owing limits, but they were content for it to be raised

§§E§QF
provided that the difficulties were fully explained.® The @

were concerned that local authorities might have complete §§

individual Services were entirely notional
’

: although in practice
authorities exercised the Power in relation

only to accumulated recel
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@ cretion to vire allocations between services, and the Secretary of s

)  LEGISLATIVE IMPLICAT

; ich, while
nvironment should therefore bring forward proposals which, 3“:

jal flexibility, would provide the Government with greater influen ’&Q,. _Committee considered

ppropriate levels of expenditure on particular services. The

- t about the legi

authorities should have some limited power to make budgeted r k. 1 mestic charge
towards capital expenditure could be set out in the Green
but anxie¥x&y Bad been expressed in the Sub-Committee, and they should b WE SECRE STATE FOR
sticular, the flexibility that could be offered in reve
contributions Q@kecﬂ with the treatment of receipts, where the Secr

State would be di ging with the Parliamentary Secretary, Treasury.

ad decided
pending of th

he fundamental c

to consideration of\§he proposals to be circulated by the Secretary of Sta

f the Rates Act 1 wou L«

Wales, the Secretary of State for the Environment should prepare and cirt
a draft section of the G@aper for the Sub-Committee to consider furt

The option of introducinglth stem in time for the 1987-88 financial ve
be kept open.

ntended that the power
f the local charge.
irst would be to includ
iving effect to the rates 1 g
d would add to the difficult
lternatively the Government
troducing legislation until

The Sub-Committee - Z@
1. Took note, with approval@e Lord President's summing up

their discussion.

' B <§§§ 4 n discussion the following
2. 'Inv:Lted the S&cretary of stat Wales to circulate a Note, £
consideration in particular by the ;

lor of the Exchequer and
Secretary of State for the EnvironmenyY, ays in which tg: exy ‘
System of control of net ca;

pital expen % might be modified.

e for the Environmer
amentary Secretary, T
Paper on the lines

il

a. Some local authori:
cover of the turbulence |
financial regime, and
would fall on the Govez

pPowers were therefore 1

full cost of excessive

Was less. But this sh

€+ If the limitation g

could be initiated.



@ simpler lim
cié;? ess Parliamentary procedure, and in that case a commencement

er could be appropriate.

S;jj> e present rate limitation arrangements in Scotland were

di from those in England, and the Green Paper should m
cleaf6%§Zf> ifferent arrangements might be appropriate in the
future a{%

THE LORD PRESIDEN E COUNCIL, summing up the discussion, said
Sub-Committee were<g§i:jy of the view that the powers to limit expend
should be taken at the outset. It was less clear whether there was
requiring a commencement

Secretary of State for th

in the light of the points mide AZ discussion.
The Group -

&

Took note, with approval, of th
their discussion, and invited the
Environment to be guided accordin

President's summing up ok
tary of State for the

%
<

itation system than operated at present which would ;

§~\ Committee cons.
,iifiyt about the
-hat—=2 A{ local
;F)(=§‘; ’

re was now no relati
rease in rate bil
longer term ther

enditure of those

2d re-election onvy‘

al authorities sho

fificially, and he -

tem under which som

. LORD PRESEIDENT
le the Sub-Commit
wal elections, exp
ietoral arrangegen.
eover, the need &
tland would give
refore considereﬁ

sidered further, .
The Group -

Took note, with z
discussion.
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weak or politically motivated treasurers,

but the proposals which

from the Widdicombe inquiry would minimise these risks.

en Paper.
ommittee considered a Memorandum by the Secretary of State £
ent about means of tightening up the budgetry framework £ ?%?i--Co Lot
(B(LE) (85) 12)< !
ok

THE SECRETARY

TATE FOR THE ENVIRONMENT said that it was necessaiy

strengthen the<fééi=work within which local authorities prepared their 3
annual budgets in;;r r to prevent malpractices. The present imprecise{

framework was allowWing authorities, particularly those facing stringent:

financial pressures, to manipulate their finances so as to minimise the

It was dif

to design a framework whichZ eliminate all such practices.

be empowered to vet authorities ts in advance would not be effecti

He therefore now proposed instead —policing approach, in which a

statutory duty would be placed on 1 thority Treasurers to gdarant%é
the legality and propriety of their ¢ i¥s' financial atfairs . NmE
Treasurer might be required to certify & authority's proposed ré%;
was adequate to meet its expenditure and %}e
reépresented a fair and reasonable statement qfﬁé% Policies. We might
be required to make formal public reports to cil and the audito 2

ing mechani
or if he considered that its Iesources were like

its estimated eéxpenditure. Such reports had often been e in the
If they were made in public, the disté§§§> i
interested parties would have sufficient warning to be a.b take app
legal action, Preliminary discussions with the Chartered Ing§§g2§e of
suc %%pro‘

Public Finance ang Accountancy (CIPFA
¢+ Summing up g brief discussion,

might be acceptable to them,
he approach outlined by the §

estimated expenditure

n

was illegal or imprOfE

ly to be inadequate to f1
only in private,
) had indicategd that

THE LORD PRESIDENT OF THE COUNCITI,
. that the Sub-Commi ttee endorsed +

They saw some danger that
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viro,gégf>to be

sion, and invited the Secretary
guided accordingly.
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to further discussion with CIPFA, the proposal should be floated

2% with approval, of the Lord President's summing up of

of State for the
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¢ ) PRESIDENT OF THE COUNCIL, summing up the discussion, said that the

.ttee endorsed the principle of encouraging local authorities to

The“<§s'mmittee considered a Memorandum by the Secretary of State for gpeater proportion of revenue from sales, fees and charges. They

financed<e 4\;? revenue from sales fees and charges (E(LF) (85) 13).
vels of charges. Such a review might also identify any

: 3 e for CR\minimum financial performance objectives could be set,
THE MINISTER aﬁgggf ENVIRONMENT, COUNTRYSIDE AND LOCAL GOVERNMENT Sald

’ - B consi case for a statutory code of conduct on charging.
where appropri al authorities should fund services from sales, fees
and charges rath local taxation. The strategy for increasing such V
' he Sub-Commi¢fee” -
income must theref ovide local authorities with both the means and

incentive to recover re in this way. At present there were over 600 y |
. i Took note, with approval, of the Lord President's summing up of

1eir discussion. @
identify areas in which central Governme

0t s Invited the Secret State for the Environment to arrange.
: . 9 a group of junior Mi S to be convened to review on a service
olished or relaxed, to consider what :r 3 o ?

service basis the scop gitending charging powers, the need

different fees and charges. Some were regulated by central Government,

many were set at unrealistj

low levels. He therefore proposed that_
should be a Ministerial re

control of charging areas mig

further services might be broug

the scope of charging, and what Government controls ove

> ing levels, and guidance on charging
dlicies.

p
<
%,

Was accepted, it was important that locgl awthorities should not exploit 6559

the business community. It was entirely 4”’ priate to recover the l
cost of providing services, A ih K

guidance or principles the Govern ht set out on charging policy.

e While the principle of setting &g

b Although it hag been decidegd not to proceed wi

gislation in
A Parliamentary session to require local ities to p

more services out to tender, there Was a great deal o

in Parliament and legislation might well

be introduced s u
session. A

&
A
2
- 7
' 2
T

10

CONFIDENTIAL

CONFIDENTIAL

20



