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COMMUNITY CHARGE: MINUTE TO THE PR?ME MINISTER o Y
W
1. In the light of your discussion with Mr Patten this evening I

attach a draft minute for you to consider sending to the

Prime Minister.

2. I think I need make only two comments on its content. First,
the draft does not explicitly identify the arrangements planned
‘ for ILEA as the means by which we would move from 42% to 50% of
gains coming through in the first year. Obviously this will come
out in your discussion with the Prime Minister, and we will
provide you with the note Mr Gieve has requested about the impact
of the proposed change on certain London boroughs. But for this
particular minute it may be best not to expose the point.

3. Second, Lhere 1is a choice in relation to the timing of any
announcement between the Conference and a Parliamentary occasion.
You prefer the latter. I understand that the consultation
document on the RSG settlement is made public on 31 October, when
the Secretary of State for the Environment would make a statement
about it. However, the Vote on the RSG report will not be until
January unless Parliamentary pressure forces an earlier debate.
January would be much too late to take the Parliamentary trick and
so the attached draft includes a square bracketed paragraph about
announcing the package in the statement on 31 October. This would
. leave Mr Patten without anything new to say at the Party
Conference which he will no doubt strenuously resist. Obviously

an announcement at the Conference of bringing through all the
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gains in the second year while providing transitional relief for
losers over the four year period and reserving the additional 8%
of gains coming through in 1990-91 for 31 October would be more
acceptable to him. But this may be too complex to put forward in
the context of this minute and you may prefer that result to
emerge, if at all, from discussion with the Prime Minister.
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PRIME MINISTER

LOCAL AUTHORITY GRANT SETTLEMENT

I have seen Chris Patten's minute to you of 6 September
setting out his concerns about the local authority
settlement announced by Nick Ridley on 19 July and
putting forward proposals for meeting the problems he
identifies. Norman Lamont and I subsequently discussed

these proposals with Chris on 7 September.

We are all well-aware of the vociferous, if ill-informed
and misguided campaign, against the safety net. It is
‘ mischievous that such a campaign should have been
generated by representatives of the very local
authorities that stand to gain most from the
introduction of the community charge. For the complaint
does not come from local councils facing a new financial
' burden - quitc thc reverse. Under the present Rate
Support Grant system, these authorities contribute

\ billvn & 4éav >
‘\ around £18® o other councils through 'resource

equalisation'. The new system will sweep away that

G

burden. In reality, what
is all of that huge gain straightaway - irrespective of
the cost to the losing authorities or, as Chris now

proposes, the taxpayer.
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I therefore made it clear to Chris that there could be
no question of accepting the solution he canvasses in
his minute to you - an extra £660m grant. That is a
uge, new bid when the public expenditure position is

A~ en o L Knny, aeuh  OHDS )
i .(:? do not imagine we

could persuade colleagues that priority should be given

to extra grant for local councils (the bulk of whom, as

the map in the DOE paper indicates are E?e richest local
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authorities in England) i < their eihex(high

priority bids in the Survey.

Moreover there can be no guarantee that the grant would
be wused to reduce community charges: on the contrary,
there is bound to be leakage into extra public spending.
And giving extra grant to local authorities now would be
quite the wrong signal: it would be interpreted as
helping bail out councils from the cost of the recent

NALGO pay award which they agreed for non-manuals. Such
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p would be disastrous in advance of both the

teachers and LA manuals negotiations.

Nor would some smaller addition to Exchequer grant in

order to reduce safety net contributions next year be

effective. It would indicate a willingness to

accommodate the backbench pressure; far from assuaging

backbenchﬁ concern it would merely intensify the
Ton ik €3

pressure for further—transfer-of extra grant. We did

not provide Exchequer support for the safety net in



Scotland; there is no case for such support in England

. in 1990.
My conclusion is that the basic principle - gainers
should compensate 1losers - should stand for the

introduction of the community charge, just as it will

for the new uniform business rate. That said, I do
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First, the presentation needs to be radically improved.
. We must avoid the term safety net contributions and talk
instead of phasing in gains on the one hand and

transitional protection for losers on the other.

Second, we should add a little to the gains coming
through in 1990-91, outside inner L;n n. By adjusting
the dlstrlbutlon, we can ali?w thﬁ%Zgh—moae—ei—;ess

the first year, ab e élh‘ ok,
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of gains to all gainers in
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that all gains should come through in full from the
second year onwards. For gainers, we would then have a
most attractive package: half the gains immediately next
year, all the gains from April 1991 onwards.

Clesd,, to_tond SO

Stﬂﬂ&&yv—wéjneed to sustain the protection for losers in
the first year already announced and meet the
expectations of losing authorities, including those in
sensitive areas in the North and Midlands, that there
will be transitional protection thereafter. Since that
cost cannot be met from gainers if they are to have

their galns in full from next year, the Zurden must fall
A Y
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In his minute, Chris also raises the issue of community

charge capping. I very much endorse his view that
capping has an important role to play, particularly in
1990-91, and welcome his intention to pursue the policy
vigorously. The precise number to be capped can be

considered when the LA budgets emerge next March.
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Chris Patten's minute also proposes that we examine ways
of providing further help for individuals who lose from
introduction of the charge. I am not at all persuaded
that we should go further. The community charge benefit
scheme will already be more generous than the rate

rebate scheme, following our decision last year to cut
the income taper from 20% to 15%. Although this has

already been announced, I am sure we can take further
credit for it. The extra cost will be £100 million a
year, and one million additional chargepayers will be
helped as a result./ In all, we are likely to spend up

to £2 billion next year on community charge benefit, q\

“heEgEmg 11 million chargepayers (1 in 4 of the total),

A
’,;
over half of them with incomes above income support '

Stn2- DAYI-S)
level. ( 4% million‘a%aeéene,will be helped. A further
£% billion or so will be spent on income support,
helping people with their 20% minimum payment. We have

action to soften

also taken
rules on people with savings. Last ycar, the amount of
free capital allowed before claimants are disqualified

from housing benefit and community charge benefit was

raised from £6,000 to £8,000.

So a very substantial commitment of public expenditure
has already been made to helping a large minority of
chargepayers. Against the extremely difficult
background of this year's Survey, I would be most
reluctant to see further concessions. I am sure we
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should also try to avoid measures which would add still
further to the number of people claiming social security

benefit.

we shall ~need to consider carefully the timing of any

announcements. f—de-ﬁet—believe—we—eheu&d——rush-::ﬁi;f:S)
n M f“d)—s M XN CA/I’":"\,

erward pecause our p al'y opTe Ve 1] &

4Mhen we m@et to discuss this on Thursday 14 September

by &pat N dAmee N el ~ A

I am copying this minute to Chris Patten and

Norman Lamont.
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COMMUNITY CHARGE : MEETING éf;H MR PATTEN, 7 SEPTEMBER

Mr Patten's minute of yesterday to the PM proposed that he
and Mr Newton should explore ways in which individual losers
might be given further help. A list of the options floated
in Mr Patten's paper is attached. 1In discussion with Mr
Patten today and in minuting the PM, there are perhaps two

broad approaches you could take:

(i) No more concessions

The material supporting this 1line is in the brief we
gave you on 5 September. There is a good case. And
your offer on the safety-net arguably reduces the need
for concessions to individuals. Mr Patten's papcr gives
only slight acknowledgement to the generosity of the
planned rebate scheme (£1%bn to help 1 in 4
chargepayers) and the extent to which it will help
people well above income support levels. He also takes
no account of the Scots having had no extra help.

(ii) B i 1 id TR AR
The disadvantage of this is that, once the possibility
of further help is conceded, it is hard to imagine
nothing being done. Mr Patten would see this as a green
light. If, on the other hand, your judgement is that
some extra help is inevitable, this more constructive
approach could put the Treasury in a better position to

influence the outcome and minimise expenditure.
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If you favour the second approach, your line with Mr

Patten and the PM might be:

3.

(a) We already plan to do a great deal through social
security benefits. Let us make the most of that,
especially the cut in the taper from 20 per cent to

15 per cent;

(b) Given this and the overall Survey position;, any

further help must be inexpensive. We are talking
perhaps a few tens of millions: no more. This is bound

to mean targetting on significant losers among the poor
in the so-called ‘"vulnerable groups" - pensioners,

disabled, families with children. No question of
helping people above means tested benefit levels.
Including the better off would not only be expensive but

an administrative nightmare;

(€) The help must also be transitional, running for no
longer than the safety-net arrangements for loser LAs.
There must be no permanent addition to the benefit
system eg by a further cut in the taper or a further
increase in the capital 1limit (though there could be
advantage in running any scheme as an offshoot of the
existing rebate scheme - this would be consistent with
focussing on the poor and could help to contain

administration costs);

(4d) The Treasury must be involved in any further work.
We cannot have a bilateral proposal from DOE/DSS.

Within the second approach, there is a further important

judgement to be made. Should a concession for individuals be

announced soon, perhaps alongside changes in the safety-net?

Together, they might maximise impact and show the government

well-prepared. And, as a practical matter, any scheme (and

particularly a new transitional scheme) would probably need
some months of preparation for delivery in April. That is
] bl it} o ] ] ti ] ;

Waiting to be pushed into a concession might also be more

expensive.
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4. The risk in acting soon (when there has been little
pressure) is that we might have to inject a double dose - one
in the Autumn and another next Spring when the higher bills
come in (and when any Autumn concession may have been

discounted).

5. In all this, we must not forget the Scots who have had
to get along without any extra help this year (beyond the cut
in the taper). Could a new concession be restricted to
England and Wales? If not, and we had a transitional scheme,
it is not easy to see the basis on which the Scots would be
helped.

Conclusions
6. The seriousness of the public expenditure position

points firmly to resisting any further concessions on this
front (which are not allowed for in our forecast Survey
outcome on social security). A generous rebate scheme is
already in place (and operating in Scotland). Only if you
are persuaded there is no choice in political terms, despite
the safety-net offer, should we contemplate more money and
then only within the tight parameters of paragraph 2 above.

7. Subject to your views and to the outcome of your meeting

with Mr Patten, we will provide a draft minute for you to
send to the PM, covering this and the safety-net issues.

e
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ANNEX

COMMUNITY CHARGE : DOE OPTIONS TO HELP INDIVIDUAL LOSERS

A.

Cut income taper from 15 per cent to 10 per cent
Cost: £250-300m. 2 million more get rebates,making
13 million in all (1 in 3 chargepayers instead of
1l in 4).

Wb 4 ) o £8.000 to £16,000
Cost: £80m. 700,000 more get rebates.

and om () ° J a we

Cost: £70m. 600,000 more get rebates.

Transitional Household Relief : general
Cost: SN BELYiOw. "Not a starter", says DOE paper.

Assumes households losing £2.50 or more compensated.
Caseload would be 11 million.

useho -
Cost: £800m. 4% million cases.

T iti 1 H Boid Beliat s . ]
Not costed.



