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iR 9° OTHER FINANCIAL MEASURES

b taxation and grant reforms proposed ip Chapters 2-

e::nt the core of the Government's proposalz tz zi?:p:ofvethiti\ecrx:apafei
B cbility of local authorities to their electors. The main theme in :; .
ers has been that, for local accountability to work, electors must be ag;e
B o the price they pay relates to the services they get. This cha te:
. o important ancillary issues that are closely related to that thepme'
g e‘mi’fees and charges levied by local authorities for certain services; and th;
ﬁ@ework governing the presentation and implementation of 1ocal authorities'
mnual budgets-

sales, fees and charges

9.2 Chapter 3 described the proposal to introduce a community charge, paid by
all adult residents, as a move toward the principle of relating the amount
éﬁid in local taxes to the benefit derived from local services, most of which
are now provided for people rather than for property. The levying of a charge
for a local authority service is of course an even more direct way of ensuring
that local people can see what they are getting for what they are paying.
Charging has benefits in terms of efficiency as well as accountability. Where
consumers have a choice whether to use a service or not, those who provide the
gervice can accurately judge the real 1level of demand. Realistic charging
policies help to improve the efficient use of resources.

9.3 Extensive use 1is already made of charging for local services. In 1984/85
income to local authorities' general revenue accounts from sales, fees and
charges amounted in England to some £2,500 million - equivalent to 60% of the
yleld of domestic rates. Income to the main local authority trading accounts,
for housing and public transport, amounted to £Em and EZ% respectively.

94 There are reckoned to be more than 600 individual local authority services
for which charges are presently made. Some of those charges are far more impor-
tant as a source of local income than others. And, as figure E shows, they tend
tobe concentrated on particular services

Figure N: Income from sales, fees and charges by main services
(England 198E/8K)
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 cost effective forms of provision.

The Government's most important contribution to the development of local
ing policies 1s to establish a clear financial climate within which local
rities can properly judge the correct balance between communal and specific
r charges. Before 1981 the resources element of the Rate Support Grant
ﬁm&tively encouraged local authorities to increase rates and reduce income from
ﬂ@xges by giving authorities an increasing share of grant as rate poundages
increased. This feature of the resources element was carried over for many
horities into the early years of the block grant arrangements. However, as
the pressures to reduce total expenditure were increased as described in
paragraphs E to H of Chapter 1, the advantages of reducing net expenditure by
increasing income from fees became more evident. There is some evidence that
income from sales, fees and charges has now started to grow in real terms.

9.1 The gradual move to the new financial arrangements described in Chapters
2-4 will reinforce this trend. It will lead to a clearer understanding of the
marginal cost to local taxpayers of extra spending funded from the rates or the
community charge. Each extra £1 spent will cost local taxpayers £1 more, and
each £1 saved will cut the local tax bill by the same amount. The benefits of
paylng for service improvements by increased charges will be more apparent,
8lnce that will clearly put the extra cost on to those who use the services,
father than the generality of local taxpayers.

9.8 A marked feature of current local charging practice is the differences
between 10ca1 authorities in the proportion of their expenditure met from fees
@@ charges. There will inevitably be variations in local circumstances that
VIl affect the scope for charging - for example city centre authorities can
‘g?d°“sly raise more from car parking. But even after taking account of this the
Sient of the range still seems surprisingly wide, as Figure E shows.

Figure H: g
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9.10 The Government has already taken steps to increase the scope for local
jﬂt’hofity charging. The new fees introduced for planning and building regula-
tion control in the Local Government Planning and Land Act 1980 have been parti-
cularly important in generating additional revenue - £Em and £Em respectively in
1984/85 Local education authorities have also been given greater freedom to
charge for school transport.

9,11 The Government will continue to look for opportunities for widening the
field with which local authorities can make charges. This will be done on a
gervice by service basis. In addition to this search for new opportunities for
charging, the Government will re-examine the case for relaxing central control
of existing charges. There are over 100 local authority charges which are set
directly or indirectly by central Government through regulations or national
agreements. Central controls on charges are inefficient. They do not allow for
differences between authorities in the cost of providing a service or for local
market circumstances. Many of these centrally determined charges relate to
local authorities' licensing functions which the Government has undertaken to
reconsider in the White Paper “"Lifting the Burden” (Cmnd E), with a view to
reducing unnecessary bureaucratic burdens on business. A Ministerial group has
therefore been established to review central determination of charges.

912 The review will have two main stages. First, the need for any continuing
fegulation will be considered. Second, where it is decided that continuing
tegulation is justified, the case for retaining central controls or nationai
dgreements over pricing policy will be reviewed. In the first stage the fre
Sumption will be that licensing functions should be abolished unless there :a
890d case for their retention. In the second stage the presumption will be that
local authorities should have discretion to make charges which are reasonablefirlx
felation to their costs in pmthe function unless there are powerliu

Sfguments in favour of national standards.
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In practice, the Government envisages that treasurers would rarely have
esort to these powers, or to issue formal reports. An informal warning b
easurer to his council that, if they were to undertake a particular coursz
ction, he would be obliged to -invoke these powers should normally be
fcient to cause them to reconsider the proposal. If a treasurer were
'. to take action, this could of course cause difficulties for his rela-
ghip with the ma jority group of councillors. Nevertheless the Government
qders that the case for an additional statutory safeguard against financial
conduct by a small number of authorities is strong. The treasurer is best
d to provide that safeguard: and the ratepayers would expect him to
ed in the way suggested. The Accounting Officer system in Government
rtments provides analogous arrangement which works well.

The Government considers that a duty along these lines which leaves the
nsibility with the officers of local authorities to draw the risk of
cial impropriety formally to the notice of their Councils, so that local
ors are aware of potential problems would do much to ensure that authori-
were not tempted to budget or tax imprudently, so that the relationship
en their spending and taxation decisions was kept as clear and direct as
ble. In this way, the accountability of authorities to their electors
be furether enhanced.
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