


CONFIDENTIAL

Treasury Chambers, Parliament Street, SWIP 3AG
Stephen Boys-Smith Esqg
Private Secretary to the Home Secretary
Home Office
50 Queen Anne's Gate
London
SW1H 9AH

POLICE EXPENDITURE | Vv~<//

Following our various conversations today this letter 1is
to confirm that subject to the points made below, the
Chief Secretary is prepared to see the rate of police grant
set™ at' 51 per cent in Great Britain in 1986-87, and block

grant increase by £22 million in England and by £1 million
in Wales. S Dt

// February 1986

The Chief Secretary agreed to these proposals on
the basis that

4

(a) in the case of the Metropolitan Police, the
funds will be used to reduce the precept and
that there wi{l no change in its cash limit;

5

your Secretary of State would seek to ensure
that the new police Jjoint authorities in the
metropolitan areas wuse the additional grant
to reduce their precepts below the maximum
levels proposed while budgetting to spend at
the level envisaged in the EL;

your Secretary of State will not seek a
subsequent in-year increase in_ police GREs
to take account of any increase in police pay;

your Secretary of State will take in to account

the additional funding being agreed now in
considering police manpower and resources
generally.

| & WX The Chief Secretary is content for an announcement

m”‘k‘”\ of the 1increased grant to be made this afternoon in the
|

. gbﬁxéﬂig terms that we agreed (copy attached). . 2

\

I understand that officials in the Treasury and the
Scottish Office are discussing whether any change in
guidelines or penalties would be justified in Scotland.
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I am copying this 1letter to Joan McNaughton (Lord
President's Office), Robin Young (Environment), the. Private
Secretaries of other members of E(LA) and Michael Stark
(Cabinet Office).

o~

% S S~ ¢ {
Dot ok

RICHARD BROADBENT
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I have received representations from a number of police
authorities about various aspects of police expenditure.
In view of the increasing demands on the police service,
particularly the need to counter drug abuse, public disorder
and terrorism, I intend to increase the proportion of police
expenditure met by central Government through police grant
from 50 per cent to 51 per cent in 1986-87. My Rt Hon
Friend the Secretary of State for the Environment will
be making a further £22 million of block grant available.
Under the block grant system this should ensure that all
police authorities receive an increase in grant and there
is no loss of grant to other authorities. This will help
all police authorities in England and Wales to meet these
demands without placing too great a burden on the ratepayers.

It will enable the Jjoint ©police authorities in the

metropolitan areas to provide the level of service implied

by their expenditure levels and I look to them to do so.
At the same time they will be able to make precepts below

the maximum levels which I have set or proposed.
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From: :rHE PRIVATE SECRETARY
CONFIDENTIAL
Home OFrrice

QUEEN ANNE'S GATE
LONDON SWIH 9AT

7 February 1986

NGO

POLICE EXPENDITURE

I attach a note which officials have proposed, in consequence
of the E(LA) discussion yesterday, as a basis for further
discussion on Monday.

I am sending copies of this letter and its enclosure to the
Private Secretaries to the Prime Minister, other members of E(LA)

and Sir Robert Armstrong and to Anthony Langdon and Dennis Walker
in the Cabinet Office.

4

W R FITTALL

Miss Joan MacNaughton
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POLICE EXPENDITURE

Note by officials

In accordance with the conclusions reached by E(LA) on 6 February,
officials of the Treasury, the Home Office and the Department of the
Environment have considered the feasibility and implications of
increasing the rate of police specific grant to 51% or 52% with effect
from 1 April 1986.

2. The rate of police grant, which in its present form dates from 1920
and has remained at 50% since then, is determined by statutory instrument
made under section 31 of the Police Act 1964, currently the Police (Grant)
Order 1966 (SI 1966 No.223).

3. The increase in aggregate Exchequer grant (AEG) in 1986/87 consequent
on an increase in police grant to 51% (or 52%) would be £32-35m (or £64-70m)

in Great Britain, depending on the out-turn of police expenditure.

4., TIf AEG wére increased by those amounts and if police expenditure net
of specific grant were reduced (ie if gross police expenditure remained

the same), the effect on local authorities would depend on whether grant
related expenditure (GREs) remained fixed or were changed. The effect

on local authorities in England, and on the joint police authorities in
metropolitan areas, is shown in Tables I and II attached. A technical note

by the Department of the Environment is also attached.

5. As to the implications for public expenditure and hence for the call

on the reserve, officials have assumed that the Metropolitan Police cash
limit would not be increased above the figure recently agreed by the

Home Secretary and the Chief Secretary, and that the joint police authori-
ties would not increase their expenditure above what it would otherwise
have been. The increase in public expenditure would then depend on the
extent to which shire counties used the extra money to increase expenditure
or to reduce precepts. If they spent none of it, public expenditure would
not increase at all. If they spent all of it, public expenditure would
increase by about half the increase in AEG.
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6. The RSG system in Wales is virtually the same as that in England,
and an increase in police grant would have similar effects. A different

system operates in Scotland, where there is no equivalent of block grant

pressures linked to GREs. Increases in police grant would feed directly
through as cash to police authorities without affecting their guidelines

or their penalties (assuming they left spending unchanged).

7. Officials conclude that it would be feasible to increase the rate of
police specific grant to 51% or 52% with effect from 1 April 1986, and
that this change would have no technical implications other than those
referred to above and in the Department of the Environment's technical
note. The consequences for 1987/88 would need to be taken into account
in discussions on the RSG settlement and in the light of Ministers'
further consideration of E(LA)(86)1.

Home Office
Queen Anne's Gate

7 February 1986
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TABLE 1

Change in local contributions (England) (in pence on the precept)

Grant 51% Grant 52%

GREs fixed GREs reduced GREs fixed GREs reduced

(a) Authorities with
police functions

Joint police
authorities in
metropolitan areas

Metropolitan Police
Shire counties
Authorities

without police
functions

Shire districts

Metropolitan
districts
(outside lLondon)

Inner London
boroughs

Oker London
boroughs
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TABLE 1 (cont'd)

Change in total grant (England) (in £m)

Grant 51% Grant 52%

GREs fixed | GREs reduced | fixed | GREs reduced

(a) Authorities with
police functions

Joint police
authorities in
metropolitan areas

Metropolitan Police
Shire counties
(b) Authorities

without police
functions

Shire districts

Metropolitan
districts
(outside London)

Inner London
boroughs

Quter London
boroughs
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TABLE II

Change in local contributions (joint police authorities in metropolitan areas)

(in pence on the precept)

Greater Manchester
Merseyside

South Yorkshire
Northumbria

West Midlands

West Yorkshire

-

Grant 51%

Grant 52%

GREs fixed

-1.0
-1.2
-0.8
-0.6
-0.7
-0.9

GREs reduced

-0.3
~0.3
~0.3
~0.3
~0.3
-0.3

GREs fixed

-1.7
-2.4
-1.6
~1.3
-1.3
-1.8

GREs reduced

-0.5
-0.5
-0.5
-0.6
-0.6
-0.5

Change in total grant (joint police authorities in metropolitan areas) (in £m)

Greater Manchester
Merseyside

South Yorkshire
Northumbria

West Midlands

West Yorkshire

Grant 51%

Grant 52%

GREs fixed

+3.107
+2.237
+1.102
+1.042
+2.671
+1.968

GREs reduced

+0.858
+0.496
+0.364
+0.466
+1.171
+0.571

GREs fixed

+5.541
+4 476
+2. 177
+2.085
+5.345
+3.938

GREs reduced

+1.715
+0.991
+0.727
+0.931
+2.340
+1.142

CON!
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POLICE EXPENDITURE

1. This is a technical note explaining the effect of increasing
police specific grant to 51% and 52%. It assumes that AEG 1is
increased in step, and that there is no overall reduction in block
grant, but tests two different assumptions @n police provision.

2. The attached tables give the exemplifications. These show the
effect of increasing grant to 51% (table A) and 52% (table B).
This is equivalent to increases of £32.3m and £64.6m respectively
in Great Britain if authorities spend at the level assumed in the
settlement. This could rise to £35m and £70m respectively 1if
2llowance is made for the effect of the police pay award and a
higher than planned increase in expenditure.

£ For each of these grant levels, two separate assumptions are
shown on police provision. In the first case, it is assumed that
provision net of specific grant is unchanged. This implies that
the higher grant 1s matched by an equivalent increase 1in
expenditure compared with the settlement. With this assumption
police GREs are unchanged. The second assumption 1s to Kkeep
overall police provision the same as 1in the settlement and to
reduce provision net of specific grant by the proposed increase 1in
specific grant. With this assumption police GREs will be reduced.

4. Under either arrangement, there are small changes in block
grant for all authorities because of interactions between various
block grant mechanisms. These are unavoidable.

5. With GREs unchanged, police joint boards and Met Police gailn
both specific grant and block grant (lower net expenditure means
higher block grant). For the police joint boards on a 51% rate,
gains range from £3.lm 1in Greater Manchester to £1.04m 1n
Northumbria. All other authorities 1lose block grant including
shire counties because police expenditure is a small proportion of
their total expenditure. Shire counties gain more from increased
specific grant than they lose through block grant. Shire
districts lose £1.6m, met districts £4.4m, outer London boroughs
£1.8m and inner London boroughs £0.4m. These losses could be
prevented by increasing the block grant totals by . E21.5m . in
addition to specific grant 1ncrease.

6. With GREs reduced. Police joint authorities and the
Metropolitan Police lose block grant Dbecause their GREs have
reduced, indicating a lower need for block grant. This partly
of fsets the specific grant increase. For the police boards on a
51% rate, gains would vary from £1.17m in West Midlands to £0.36m
in South Yorkshire, with Merseyside getting less than £0.5m. The
block grant lost to the Met and the police joint boards, 1s
redistributed to all authorities as an equal poundage (in the same
way as flow-back under close-ending).




EFFECT ON PRECEPTS AND AT RATEPAYER LEVEL

7. The effect on precepts for the joint boards varies with 51%
specific grant and no GRE change from -1.2p (Merseyside) to -0.6p
(Northumbria); and with 51% specific grant and the GRE change
-0.3p. The effect at ratepayer level is much the same for either
option, -0.5p and -0.4p respectively. In the shires and London
both options bring small gains at ratepayer level but with
variations between the tiers of local government.

MECHANICS

8. If Ministers decide to increase police grant and hence AEG,
AT , . these decisions would have to be
implementea in a supplementary report. All such reports are

subject to consultation with the local authority associations
through the Grants Working Group.
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cc Miss Stewart
Mr Partridge
HMCIC
Mr Hilary(.—
Mr Wasserman
Mr Bubbear
Mr Abbott
Mr Dance
Miss Goose
Mr Harding
Mr Hayzelden
Mr Mower

POLICE GRANT

You copied to me your minute of 12 February to Mr Abbott
about the opportunities which flow from the decision to
increase police grant to 51%; and you may have seen

Mr Boys-Smith's minute of 13 February to Mr Hilary about
the need to take full public advantage of the increase.
It prompts me to énter a note of caution about what that

increase may reasonably be said to facilitate.

2. By way of background, I should say that the Association

of County Councils and the Association of Metropolitan
Authorities have expressed criticism of what they describe

as the contradictory messages from Central Government about
the implications of the increase. It is perhaps not
surprising that, on such a complex subject, the press reports
on 12 February, the day after the Home Secretary's announcement,
gave the misleading impression that the Government had
increased the provision it had made for total expenditure on
the police. The true position, of course, is that the
Government has increased its own contribution to that
expenditure in order to prevent cuts that might otherwise
have been made by authorities faced with making high demands
on their rate—ﬁayers. What has happened, as was reflected in
the announcement§ on 12 February by Mr Baker and Mr Edwards,
amounts to a planned shift in the balance of funding as
between central and local government, rather than a planned
increase in total expenditure.




2.

I think the message we must seek to convey is:

(i) £51M is an estimate of the total additional grant
(£29M police grant, £22M block grant) which will
be paid to all local authorities as a result of the

2 decisions:

(a) to increase police grant to 51%, and

to compensate for the consequent block

grant losses which might otherwise arise

for non-police authorities. The figure

for block grant assumes that police
authorities in shire counties will spend

at the 1986/87 RSG Settlement assumption

ie 3.4% above 1985/86 budgets; that the
joint boards will spend at the level implied

by the precept maxima now set; and that the

Metropolitan Police will spend at their

cash limit.

Outturn is unlikely to match these estimates precisely
and the eventual grant totals are likely to be rather
different. We should therefore emphasise the 2 key
decisions, and use the figures in support of rather than

in substitution for them.

(ii) Both police grant and block grant are sources of
funding for local authority expenditure. The grant
changes do not alter the Government's view of what
the underlying local authority expenditure in general
or police expenditure in particular should be; the
planning totals and manpower assumptions remain as
set out in the January 1986 Public Expenditure White
Paper. The true position is that we are increasing
support for police expenditure in order to enable the
plans to be realised, rather than changing the plans

themselves.




3.

(iii) We acknowledge that some police authorities may
as a result of the increases in grant set higher
budgets rather than reduce their demands on rate-
payers. That is a matter for local decision.
Those police authorities must realise that, if
they do spend more, police grant increases will
be partly offset by block grant losses. And we
shall be expecting the joint boards to set precepts

below the maxima authorised before the grant changes.

(iv) fFThe key to what I suggest we may properly say is

| that we can pray the 51% in aid in encouraging

expenditure on items covered by the 1986/87 RSG

Settlement ie about 1,000 additional officers above
the September 1985 level, including 240 officers for
drugs wings, but not in regard to further growth

Oor new policy initiatives. It is also legitimate
to mention it in the context of operational peaks
such as Party Conference Security and policing
Stonehenge, but we need to be on guard against
exaggerating its proportionate contribution to the
cost of those operations.

B I appreciate the desire to present the grant changes in the
most favourable possible light, but, as well as having regard to
the true position, we also need to bear in mind the forthcoming

approach to colleagues about volume growth.

6. Finance Division 1 is looking urgently at the level of CPS

contribution and will be in touch with Police Department.

18 February 1986 ] J F HALLIDAY




