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MINUTES of a Meeting held in
Conference Room C, Cabinet Office on
TUESDAY 10 DECEMBER 1985 at 10.30 am

PRESENT

P

\

Mr P F Owen

Department of the Environment
(In the Chair)

Mr N W Stuart
Department of Education and Science

ZA} Mr B Houghton

Inland Revenue

Mr gdon
Cabi ice

THE FOLLOWING mp%wsm
3 M Healey

3ﬂ¢ﬁ nt of Trade and Industry
1lip

Scotfish Office

m

Mr W N Smyth

f Health and Social Security Northern Izziésd Office

: ; Mr P Ward

- Transport Department o vironment
J SECRETARIAT

Mr J E Roberts
Ms J Rutter
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& GREEN PAPER ON LOCAL GOVERNMENT FINANCE

Théééé%bittee considered a Note by the Secretaries attached to which were
draf hapters 1-5, Chapters on Wales and Scotland, and Annexes C

and G szgjfreen Paper on Local Government Finance (E(LF) (0) (85) 9).

U

THEE CHAIRMANjg>> that the drafts which had been circulated were still
tentative an <%§§;h require further revision, but it would be helpful
nt

<§§g; Departments. The Secretary of State for the
Environment would

to have comme
e circulating later that day material showing the
impact on households and tax units of the proposals for replacing domestic

rates with a community ajye. In addition, it was likely that the

Secretary of State for ervices would be writing about the
relationship between the 1 overnment finance proposals and the
Housing Benefit Scheme. gs

In discussion the following poin made -

Chapter 2: Non Domestic Rates Ei;z§2;>
a. some of the arguments deployed q§é§§> to non-domestic rates as
a tax per se rather than a locally det d tax. Since non-domestic

rates were to be retained, although in a ied form it was important

not to over state these arguments;
bie the initial level of the national non-domes undage would
have to be set so as to disallow any excessive in in rates

Gy

S in Soctland, where it was hoped to legislate in ad

between now and 1990;
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i\;~: the coming into force of the scheme for levying non-domestj ¢

\\\\ i

N Pates nationally. Such an approach would not be acceptable N

\S ~\‘ E !

e n advance of the general reform, however, because prog ;
{Epgland in advance of e
A S

adn®ss in this way would put too heavy a burden on domesti
STNERS S alfic.
rate PAYSIS)
S
s
3 i.F :?f;;;;-:::es:;: rate were set at a uniform level for the
T
vhole of GXR¥At Britain (and there was no defensible reason for doing
{,
otherwise) , \the yield raised from non-domestic rates in Scotlane
\Y
would be lower than at present, by perhaps £500 million. If the
yields were pooled texritorially, this sl fall i
y L s y 11s shortfall in Soctland would
have to be made up(( either by domestic rate pawv
i Y avers, by the Exchequer,
or by a transfer fronm iig‘én: Alternatively, if the yield were

would be an effective transfer from

2ClLLlallC

would ne ed to be ::éé;g%iif by Ministers;
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to the possibility of

QUL

ke account of turnover.
have different bases

in;

that the nes n-d '
R ‘€W non-domestic arrangements might be
riiaoed 1n over -5 = I
Qvar > years ght } 1 .
TEALS Hight be too long, and 2-3-gsas might be
pDrefarah ~
Preferahle the Confederation of Britis
- £ 1tish Indust ha however,
“at- 4 3 year transition:
g. the furt} in
Urther consultatiop document on the ib 1ling
£ possibili ol

i n mes iC T -~ t VilS i not b
Q =dOme < eva uatli n need e
\.Ould fOllOW tne Conaul_at":}n on cne malll
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Chapter 3: Local Domestic Taxes

ke
G,

‘problem could be overcome by

the key issue for Ministers was whether the central message of
Green Paper was that rates were to be abolished, or that rates

to continue but in some much reduced form;

1 aft did not yet reflect the decision to retain some form
of exp re limitation to safeguard domestic rate payers against
high sp authorities;

S the Gre Paper would need to be consistent with the forthcoming

White Paper on Social Security in referring to the way in which

Housing Benefit (H uld apply to the new regime. There was concern

he community charge would increase the
scheme (running counter to the proposals
and furthermore that demand for HB
by local authorities in setting the
ather than by the Government. This
a national limit on the extent of
rebates, but given that the saf grant would cause the existing

disparities between rate bills to ue this was unlikely to be acceptable;

gﬁg;> is of 1984/85 spending

k. the exemplifications would be on

levels (with holdback removed), in order oid having to make
assumptions about future budgets. The exéggfifications would also
assume that the safety net grant was in full operation, and that
the social security review changes had been impl?Zififd;

exemplifications

%

L the Scottish transitional scheme was different

would be necessary;

General Points

m. the balance between the chapters on England, Scotland, a S

needed to be reviewed;

CONFIDENTIAL




|{CONFIDENT AL

% n the text would need to make clear that water authorities

e able to operate charging systems which did not require ratei
@ues as their basis; 1
/ -

oggﬁi‘e section on specific grants would need to reflect the @
of :}é%ﬁlsury working group. \d

THE CHAIRMAN, g up the discussion, said that Departments shc'm,

any detailed drafiz comments to Ms Rutter (Department of the Envij
The text would be Ye-drafted to reflect comments made in discussiom,
the outcome of the Ministerial meeting on 12 December. The aim was

circulate a new text to @ters pefore Christmas.

The Committee = @

Took note, with approval he Chairman's summing up of their
discussion.

Cabinet Office i @g
11 December 1385 %
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