AN TN | AL

Memorandum by the Secretary of State for the Environment

L. E Committee in June (ref E(81)22nd) invited me to prepare drafts
of a consultative paper on interim rating measures and of a Green
Paper on the Alternatives to Domestic Rates. I was also invited to
brepare material on more direct control of rates in the longer term,
in case it were decided either not to pursue the alternatives

to rates, or to pursue them only on a lengthy timescale.

& Drafts or the Papers are at Annex A and B. But since we
fiscussed these issues in June events have moved on and I now
,t\hi,nk e should take fupthep action on rates as soon as possible. g
hertor authorities have shown themselves to be totally irrespons
chg“ianq we.have to take account of the relative success of the

Of Stage So-OFES With some of thesir authorities and the Secretary
Supoo“e ~or Iransport's proposals in E(81.)86 to limit reve

£y to PTEs. I have, therefore, reconsidered the control

of p : g : r -

Pat~'a S, in the context of it being an alternative to the interim
ing meaSures'

3

At &
Tagey | AMnex ¢ 35 a

o TSN Note outlining 3 possible systems for controlling
Selecteq o With the interim measures, they would operate on a
Riitbe o authorities which were blatantly challenging
B °’ig;z‘e targets, sycn action should also discourage other
han D totaqi oM irresponsibie eudgetting, but the direct effecc
a1t wours™ OF Gverspenaing wenid fe il the other
i p"a‘-‘tiud Tilse fundamental difficulties of both principle
& involve entering uncharted waters of legislation
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ately risk defi
y Cross on a Vv

ry to the Treasury

hAS +
i :Thi Cl-\:feiﬁzcggv?mplement such a'§cher
2- i:giiiéélén next sess'ion bgt ‘cfce):sx:;s
serious consideration. He belie

any of the waysdg’:zigsi:d
ubli enditure ur
z;oigﬁc‘ez)t(pand that a _s_im-lar‘ sgheane
any new local tax. He accordingly
f rates should be discussed in the Green
o Domestic Rates at Annex B.

in

S that 4

5. Whether we go now for control or for the interirgl measures,

we will have difficulty in cettine the necessarv lezlsl..m_.on vassed
in time to have effect in 1982/83. My paper E(81)71 envisaged
the measures coming into effect in 1983/84, but the pressures

are now for more urgent action. This would require legislation
to be tabled at the start of the new session and enacted by ea
February. There would be little or no opportunity for prior
consultation with the local authority associations, and we would
be likely to meet strong opposition in both Houses. Nevertheless,

I think the situation is so serious that we must try to meet
* this timetable.

6. Colleagues may therefore consider if we have either the interin

or control measures whether we need the Secretary of State for
Transport's proposals.

<y

If we decide to go ahead with the interim rating measures
need to decide whether the second supplementary rate should

subject to election or referendum. The appendix to Annex A
& note by officials summarising the &

will not apply to ILEA
I also think that elections
supplementary rate is levied
mbers should be re-elected.

should take place bef

2 ore the
(ie after 1 October) gioond

and that all me

Colleagues wili wish ¢ i

s 2 =50 to consider the drafrti TebheRGreehss

aper on thg:::eg:atlve_s_ to Domestic Ratesra(.Anrlizi g): in parciculi‘
erx:n::e‘m distributional effects of some ofd

unless major issyes PaDEr should be quickly published an

settled by correspongzgei?volved’ I hope the drafting canibe )

9.

I inviteq colleagues,

a. that jon
on th:ei:::ﬁg announce that ye will legislate this sessi”
“in 1982/83 anq L2LiNE Measures tq come into operation ...
document { gnp, grart Préparing legislation; the consul?tle;
€x A) should pe issued as quickly as possi®

therefore > to agree:-

b\*ll’\js Uhor Sem U 4 § B4

julre an election
3 d supplementaz‘y rate
we should
i o Domestie
py control rate levels; but
3, we do now 5 that this vossibility
s Paper.
M H
Depar
tment
2 May, of the Envip
s fnvironment
LO,\;DONham Street
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> Annex A

ITABILITY FOR THE LEVYIN TE, HTO:
(OVING ACCOUNTABILLZZ fo LEVYING OF RATES IN Higy
1P AR TTTES
I AUTHORITIES
_DING AUT
PEND

DRAFT CONSULTATIO?T :

Introduction
I

Local authorities which spend at relatively high levels are
ged £ levy high rate poundages in order to finance their high
sxpenditure. This extra burden is serious for all classes of
,a;,epa)’err particularly at a time of recession. This document
outlines possible measures to bring home to local authorities and
their electorates the conseguences of high spending policies, to
strengthen accountability, and to give some protection to
non-domestic ratepayers, who have no direct representation on their
councils. Technical aspects of the proposals are discussed in more

1.
obli

detail in two appendices.

2 The main features of the Government's proposals are as
follows:-

(1) there would be a limit (expressed in terms of a rate
in the £) on the initial main rate authorities could
levy at the start of the year;

(ii) authorities would not be debarred from planning to
Spend more than could be financed by the initial main
rate limited in this way, but they would have to raise
the additional revenue by means of one or more
Supplementary rates to be levied at intervals during
the course of the year;

(44) any first such supplementary rate would also be subject
to a limit ang authorities requiring more revenue than
could be raised under this limitation would have to
levy a secong supplementary rate;

(iv)

the secong supplementary rate would not be subject to

37 limit, but the council would be required / to put
“S Proposal to the electorate by means of a referendum 7
°f L7to stang for re-election first 7. ;

i
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d be levieg
(v) all supplementary rates yau TR 8t e Tedygg
poundage on non-domestic ratepayers who have no

3 £ A h
that capacity, in order to aiford them sope
th L

local authorities.

I imi 1 dages
Setting the limits on rate poundag

3, At the time of the annual rate support grant Se‘itlemem,

Government would announce an overall limit on the initia]l p

ain ras,
which could be levied on ratepayers for the coming year, The 1ipy
would be sufficient to enable local authorities to finance a certas,

level of expenditure above their grant-related eéXpenditure
assessments - the formula-based assessment of the cost to each
authority of providing an average standard of services, which is
calculated for the purpose of distributing rate support grant, 7
limit would be set each year and would ta
economic situation and the Government's public expenditure plans,

L, The overall limit on the main rate would be sub-divided to
produce a limit for each of the tiers of local government (for
example, metropolitan counties, metropolitan districts,
fon-metropolitan counties, non-metropolitan districts, inner Londor
boroughs and outer London boroughs) to reflect the different
functional responsibilities of It would also be subject
to adjustment in the ©€3s€ of certain authorities to ensure
compatibility with the operation of the rate support grant system

The limjit on the fi d
*irst supplement e expresseé
ercentage of PD ntary rate would be exp

%

6, The
ch
determine the::e "ould preserve the freedom of local authorities ¥
Bowever, "G‘Juireozele:els of expenditure ang rates. It woulds
m to
their Tatepayerg Hreraihin € 2 separate ang explicit demand on
levy in T

further specified 1imit the
opportunity to express their
policies,

speaking, know what their revenue

7 *r will be (and thus whether or
jrements 10 = +
require I more supplementary rates or
+ wilidl o
not they gz 8 start of the year. In order
ts undel 3
precep,s e AL BREs re for levying supplementary
re tiatl e - 2
to ensu by of [elections_7 [ referenda 7, does
rates, inclu 1

evying of the main rate for the year
. election cycle, it is proposed that
i WI:y ity whose spending plans for the year required one or more
z;::;;:;;;;y rates would be subject fo a duty to levy the first
su;;;;lementary rate as soon as practicable after 1 July. An

th the normal municipa

hority whose expenditure plans reguired a second supplementary
autr Ly JALS & ’
rate or precept would be subject to a duty to / stand for re-election/
r pr I
[hold a referendum_7 and then to make any rate or precept as soon

as practicable after 1 October.

8  In order to set the [election 7 / referendum 7 procedure in
motion, an authority requiring a second supplementary rate or
precept would first have to pass a resolution of intent to make

such a rate, specifying the amount in the £ proposed. This would

be followed after a specified pericd by the [electionj
[FEIerendUm_7 and the authority would be subject to a duty to

Bake any Supplementary rate needed to meet the balance of its

Tevenue Tequirements for the year as soon as practicable thereafter.

Prot i .
<ECting the non-domestic ratepayer

i;nancA Subplementary rate would generally only be levied to &
;@ high level of spending. There is, however, concern
& hy, ;erEStS of non-domestic ratepayers in authorities sp::di.:ation.
L isg*hlevﬂs are not adequately safeguarded by existiizgsuci
authOrIterEfore Proposed that non-domestic ratepayersmll s
of 4, les should be given some protection from the :
® rate levels required to finance their expenditure policies.
dozig»be achieved by requiring that supplementary rates be
*éTentially on non-domestic and domestic ratepayers,

+
U]

he in

>34
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roportionately smaller burden falling on ngy_
with a proporev

1i
i S d.omes.tic
There are several ways in which the
Th

rate
ratepayers. Purden o

: 1 leviated
pon-domestic ratepayers might be alleviated.

]
T

s the disadvantages and advantages of an

ta
Perceptibility and Accountability second supplementary rate.

10. In order to ensure that as far as possible all Sectiong

eir loca
authorities' spending policies, it is proposed that rating

authorities levying a supplementary rate should be required t,
notify their own tenants separately and directly of

¢
of ¢

7o) f
electorate are fully aware of the consequences of th

the amount by
and the extent
hority,

ctions in England and Wales are

i i i 10§ i 3 F » i
which their rate bill will increase in consequence, Non-metropolitantatite |

ordinary local
the first Thur

2
peld on

to which this is due to the precepting or rating aut

i + lect en bloc or by thirds. Most
Existing methods of rate collection from tenants shoy d - ncils may choose TO € - :
continuj 1d, however, gcm“ll;ta}: districts already elect by thirds and all will do so
: ) 1 k4 : :

Emo:; 1 some ‘metropolitan districts and all county authorities,
by 19863 AEHELE %

Conclusion -er Gre;tel‘ London Council and the London Boroughs elect en bloc
th Ton. P

Tl

This document has outlined the main features of the
Government's Proposals. Details of i
o ; P : 11S of technical aspects of the mnth's) notice has to be given. »
ele in respect of setting the limits on rate poundages, e
ensuring compatibility with the rate support grant system, the
Supplementary rate Procedure and possible ways of reducing the ——
pProportion of Supplementa t
TY rates levied on non-domestic ratepayers i 1ti yeles
?e discussed in Appendix 188 o1 detailed arrangements for speciil 3 Local polls may be held in parishes and communltleiL( 2 )
» : g . i oca.
elecﬁonsjﬁ-eferendaj asRSe i g Pogontl oo e an ey o any question arising at a parish or community meeting

%0, fovernment Act 1972, schedule 12); there is no provision for

(see table at Annex B). Casual vacancies which arise are filled by
see -
ty-elections for which 25 working days' (approximately one calendar

|
i
!
}
j

rates are described in Appendi.

local referenda o1
N nda elsewhere,
Lt Depam::: Z; :ie Proposals are inyiteq, They should reach A : o
Yielsh 0fe1ce) by [t: Environment (in o Ees 8 alas tho BLICATIONS oF THE OPTIONS
of thege consultats A ha Cetoven.7, Subject to the outcome Blect : :
be introduceq in th:nfgét is envisageq that legislation might on 3
1
i ) April 198y /82 Session oz Parliament to come into
i %: -
: the
%Jopy4. The prospect of the upheaval and the risk iorl e
C ca
Utogy, 7, Sootip on the Council that it could lose polit

i : o Gourg Provide a strong disincentive to action which
election necessary.

(2 ; is for the
g d ) The election should provide an unequivocal bas

i a new
*tion of ap authority's policies, producing g 35

L e e s oo Be RS
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jtted to a change of policy or a cleap Q
mmi g | |
o ion of existing policies ang hfp%:ﬁ.
ghe,

2y

council ¢ ' :
mandate for the ;ontmua

Q.

o elections are not n
5.  Dissdvantage: Local ormaly

. Y (’.ecic“
ingle issue and voting is on party lines, Strongly inmuamw )
sin 5 ) oy |
3 : s. But in a special election causeq soley
national issues. Ty

roposed supplementary rate, attention might well pe foe
p &

< USsed
predoninantly on rates and local spending,
6 Timing: The best time for the special electiop Woulq y
October because:-
(1)

March - mid-June - clash with normal election cyela
(2)
(3)

nfd-June - September are out .because of holidays;

November - mid-February are out

because of the unrel;
electoral register and weather;

(&)

January - March are out because
too close to the normal cycle.

the election'will &
7k In practice, however, a local authority may need to lew:

_second supplementary rate in the last quarter of the financialj

or apply to the Secretary of State for borrowing approval in o
to meet inescapablé commitments,

election mig})t be held in March ‘an
the following year (ie an authorit

could not levy the main rate until
were the case,

This raises. the

In these circumstances, the .
d be related to the main rateh‘:‘
y should declare its budget
it had been re-elected). If_u
the May election would probably have to be Wa“’e
e w:uestion of whether the May election Sho‘:‘ldoz:c;
Otharnins g €re a special election has tal'(en place in ;

councillor sould be two elections within six months o !
3 S elected in 4 special election of an authority ¥

o
V® 3 Very short term of office. oOn the othe™ ™
T to avoig rejig,

ta!
.

Dight be bette

CONFIDENTTAL

e or after the levying of

£ baves ool £ efor 1Y
“traction of before would be
and uncertainty it would ‘cause for

twice before planning to spend at
re secon ipplementary rate, There
ovel which plems. If a new council comes in it still might
powevers pm*“‘.,,‘ c reduce its inherited
o 1evy 2 pace

This
election and, whatever
about the solvency of the
it might be better to
election immediately after
he supplementary rate - when, moreover, the request to
minds,

+o quickly

Jevying t SR Pt
es would be fresh in peoples

py rat
9 Authority to be re-elected: The authority responsible for
) be
of
on

vwting the rate increase rather than the levying council should

i . ; : : »
one submitting itself to re-election. However, in the case

5 -
es (communities in Wales), which are empowered to precept

district councils, it would seem sensible to follow existing

ractice in grant and expenditure matiers whereby their expenditure
18 included in that-of the districts concerned. This could,

Wiever, lead to'a district council having to submit itself for
"-election because of a parish's high spending.

0 Vhere the rate is increased as a result of a precept by
anon‘eleCte{i authority there could be no election. A particular
A in the case of ILEA which is both the largest

*oblen arises
loca) ;
®ducation authority and a major overspender but whose

Rep,

a“'th::? &Te nominateq by virtue of their being elected to other

s yhles' ‘hen the future of the ILEA was reviewed earlier
eap

' #T8uments for the establishment of a directly elécted

36




singlé-service authority were fully conéiéered along wity 3
wide range Of alternatives for the administration of educ
in inner London but the Government decided against any
constitutional changes and 2 statement to that effect Vas mag,
in Parliezment as recently as last February. It would £0110y
that, whatever the choice generally between election apg
referendum, in ILEA a referendum is the only feasible answer,

ation

198 Memberd to be re-elected: All should ‘have to stand fop
re-election, even if they opposed the rate increases or
Otherwise big majority parties could subvert the

" process by ensuring only certain councillors with safe seats
voted. - g

abstained.

Referendum -

12, Advantages:

(1) "It would be confined to the particular issue of ihe
proposed rate ‘increase,

CONFIDETTAL

- i

8k et the elect s

st would I t disrupt the electoral cycle, (although some
. 3 n' naAPac s £
(2) ~oblems outlined in paragraphs 6 and 7 above still i
timlng PI 5
of ¢ |
1) '
8pP~ non—e SV $4s 3 '
5 e 4iffi non-elected authorities (such as ;
+ arise and l
,\ do nov :
ILEA) l
) Councillors opposing the proposed increase wou_ld not ;
: ats. g
105€ thelrl 2 e {
1 |
:
1

= pisadvantages:
12¢ e (11 §

E)in:To be effective, the result of the referendum would

pave to be mandatory rather than merely advisory.

aewise, the council could ignore an unfavourable .
Otherwise, )
Lk
t

result and levy the s ipplementary rate anyway.

(2) What happens if the result goes against the supplementary
rate but the authority finds itself unable - whether voluntary or
This could lead to
bankruptcy and confrontation with the Government which a handful
of politically-motivated authorities may be prepared to put to the
test. This couldforce the Government to appoint Commissioners to
take over the authority, which could be followed by industrial
ition on the part of the council's employees and the breakdown
o services in the areas concerned. Commissioners could almost
z::iiinly do no more than carry out a holding operation pending an

°% which might beg the question of why the second

B) 3
pilementary rate should not have been made subject to an election
he first place. i b i

not - to meet its financial obligations?

1 .
sithat‘i\:ezativﬂy' a less dramatic but nevertheless eifficult
Rving Jost :ld arise whereby the majority party on the council,
i empts he referendum, might abdicate but then frustrate
Wthory g, DY the r emaining councillors to carry on the
threatEne ® business. (rne ruling group on one council has already
o ho this as a possible course of action over current plans
Beip €Xpe k-rate support grant from authorities who fail to meet
Ndityre reduction target.)

bag

5
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>thnic minerities, the

people in local authority
n to be asked: At parish and commun; 1

thor
1

15. Questio:

) YiDolye . ens and ?»her people, such :
be asked is identical to that put tq the Den the not at present entitled to vote, ¢ :
question z:e poll. At the EEC referendum in 1975 anq t1~:., Re er and quicker to use the existing electoral »
i ] ; ® g, I ;
prior ‘52 in 1979 the questions were prescribed ip legiﬂne ) |
nence “hori oy, | H
refid be unwise to allow each local authority to set yig o |
& i ithout some form of approval by or appea) to the; sl election in a district council area
question witho! Seoy An ordin F ‘ ] e ;
> . ; SL: £10,000. The administrative :
£ State. The choices are: 9. o= tors C¢ v ;
] £ 60,000 electors be about the same, although this i
(i) approval by or appeal to the Secretary of State; of

ion were provided to electors.
ative costs at least, if not

to the electorate as well, should

oposed rate has triggered the

(ii) the form of the ballot confined to a Vvote on g
resolution  of the Council, with explanatory no
‘the paper's face or in each ‘polling booth;

essential

1t seems v
+pe cost of providl g
:ﬂ on the local autno
all 4

. . : : JJection/referendum.
(i11) a simple question prescribed in legislation, election/

&

COXCLUSIC‘I‘IS
CONCLUS 2 VR
“(ii1) is recommended; (i) would involve too much work for centy

government and (ii) is too complex. q

i / t cide:
jeci g r elections they need to de
2. If Ministers decide to go fo

ER Rules of conduct:
=M=ES ol conduct

o 3 : ficials recommendation

Standard rules adapting existing elestn (1) Their timing - do they agree offici e

s = D = hould be limited to, say, mid- =
law could be prescribed., Should public funds be made availablet t}.;at th@)'A Sn:"“?t iy;sunp’ emer,:tar)' rate is levied
- ensure that electors receive appropriate information about the i nid-November? i c‘hou‘;i be the following March,
involved (which could be expensive) or should this cost be borm! later_‘ the election s i 3
the local authority: i ¥ related to the next main rate.
OTHER MATTERS: 3 j G

4 (i1)" Before or after?

. r : ILEA and
17. . Consideration aleo needs ‘to be given to the Zfranchise (111) Should there be special arrangements for
and P‘fit of a special election op referendum.. h parishes? i ! ¥
18.

o =388 It is arguapie th
by the issues in
i referendum,
This would seeq t
2 specific financi

at, as ratepayers will be. 5
question at either a specfa;’v
the franchise should be spec”
© be more acceptable at-2 onto
3l matter than at an electi®
ilities. On the other hand ¢
confined to those formally | O gy

€8 it affects those who payo g
© contribute to them by WY ot
©ld. A 'ratepayer only' fraople
Portionately women, young P° b

7
() A or only some members to be re_—glected.

3 cide:
i 1 they decide on a referendum, they need to de L
a: authority With wige responsip
about the level of rates jig not
res; I
md}:o_nsible for Paying fop then,
Tectly with their rept ‘or wh
on to the househ
se, exclude dispro

X legislation.
() Vhether tne question is to be prescribed by legislk:

E

n of
fnrolY support to be given for the provisio :

ormation for the electorate?
3Se they need to decide the franchise.

j thej:r_ %ntrnmti
s of c

Woulg
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y +ive to high
i gir cenuioss of

. of counclL :
b0 date to finance
[ no 28

‘h. nen s

[ s rick of pankruptey and
i i

jicating 3
 peed to devise procedural
o5 }

,peed fo fund 1iterature

,$ismpﬁoh of electoral
3 .

i short terms .for
"neillors L

Moblen of parishes/

fleeted authorities’

ns!{gf comneillors
iNcrease losing

il'remaining

(ii) Disadventages - -

- possible disruption of electoral
cycle v e

- possible short terms for o
councillors :

—~ decision could be on range of issues

- problem of parishes and non~elected
authorities .

- councillors against increase could =
lose seats X : ‘ i

. ) +

- no election possible in ILEA
3 1 A

3 1% | .i

. |

- H

(ii) Disadventages
- less effective disin
loss of office) \ 8
- advisory result c
mendatory result
inability to fina
risk of bankruptey
pointless%%é hol
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1984

2 1982:
4 Council (% Council % Council
! in 26 X
5 Ythole
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10
1986:
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all-36
= 1982: 1983:
% Council % Council 1 Council
in 103 in 103 124
= |1986: fthole
3 ; Council
in052?011 in 193
1987:
4 Council
in 124
Whole
Council
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(some)
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(most)

"Mhole Council
some




N ALTERNATIVES TO DOMESTIC RATES
GREEN PAPER ON A
Ul

pREFACE

N P E orMsomesTbine there has been dissatisfaction with the way
j_;')whiCh local people contribute to the cost of local services
chrough the present system of domestic rates. Some domestic
ratepayers believe that they pay too large a share of that cost,
pointing out that other local people who are not householders

are not required to pay rates at all. Many of those professionally
concerned with rating and valuation matters believe that the
technical basis of the domestic system is no longer satisfactory

in some respects.

1.2 The Secretary of State for the Environment said on

2 June 1981 "The Government have ... to consider ...>the extent
of the inequities in the way in which local revenue is raised
through the rates. The Government therefore intend to issue a
consultation document on the alternatives to domestic rates in
the autumn".

1.3 This green paper therefore offers for public discussion the
results of a preliminary review by the Government of possible
alternatives to domestic rates. The paper describes a number of
Possible alternative systems and considers what the consequences
of their adoption might be for local and central government, for
e taxpayers who contribute towards the cost of local government
ek through various forms of exchequer support, and for those

Wi
t:o Pay domestic rates at present. It also considers implications
a
* changes to tne domestic rating system might have for
on-doges 1

¢ ratepayers (alternatives to non-domestic rates as a
%7€ not within the scope of the present review).

tax




1.4 The Government's intention in p‘-‘blishing th
' ‘ e
has been to set out the alternatives and draw
considerations involved in each of them, rathep

%
; tha, it
preferred strategy or to make firm Proposals, Commn to s
from local government, professional bodies, Comme,-cems e
and the public on the green paper and the is € ang

they should be sent by /= b

L 7

DEPARTMENT OF THE ENVIRONMENT
SCOTTISH OFFICE
WELSH OFFICE

o
t‘tentio D‘;Eg

Sues that "

LI TR
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R 5 Tt rpressed as a number of pence per
autpori® ; i to the rateable value of each

ound P in its are 1 and Wales that rateable value is
properr’; sy the Valuati (an Officer of the Inland Revenue
"’c"se:ein;onendent of local authority) and is based on annual
wo i

;a1 value at the date of the last revaluation (1973 in Fnglend
i 1978 in Scotland). In Scotland the assessment of
Assessors who, though employed by
Jocal euthorities, only o the courts for the level of
sheir valuations and thus operate independently. Principles of
yeluation in Scotland differ in some respects from those in England
Relative rate burdens in different parts of the country
The impact of rates is modified in three

and Wales, :
rateable values is carried out by

are answerable

and Wales.
are shown in Table 1.
major ways.

1.2 Domestic rate relief reduces
ratepayers, compared with

the poundage charged to all domestic
that for non-domestic premises. The
the pound in England (though larger
Inner London), 36p in Wales and 3p in
The relief is paid by the Exchequer to local authorities as
‘e domestic element of Rate Support Grant, amounting to / £700m 7 in
1981/82, or 7% of total RSG. In money terms, the value of domestic
Telief increases with rateable value (in Pgland, for example, it is
Z:s:): 37 2 year on a house of £200 rateable value, am?. £74 on a
1 AR £400 RV). 4s a proportion of the rate bill, it favours those
va:i:S in areas with relatively low rate poundages. €.|.‘ne Empo:!.-tion
Tates ‘on mg_land from 8% of the rate bill in areas with the highest

*0 19%;in Wales from 18% to 28%;and in Scotland from 2% to 4%.

reduction amounts to 183p in
reductions apply in parts of
Scotlangd.,

%)

that ?lter% are a form of tax relief which reduces the burden

%un:mes:ic Tates impose on those on low to moderate incomes. The
°% rebate depends on the size of the rate bill, the income of

¢ rate
Looge iP&yer and his or her spouse, and on the type of household. If
oy ;" *T91 o a needs allowance which the System prescribes for

T household, the rebate amounts of 60% of the rate bill (nmet
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UUND i ] 1 =
; + is 1 - L
. pelief). The rebate is increaseq oy & ¢
of domestic Ie== D fop

t of the needs al3,
income falls short o I OWance

which Az ] i
by 6o 1n the & of income if it exceeds
by op 2

the neeqg allowaa“.
i e e T A
'l;kely to be some £300m, 99% ol—wn‘.‘:n 1; met by Sentrg ~e‘
and 10% from 1_ocal‘euthori‘cy.:a te ::.nds g were 2 o
recipients in 1979/80 amounting to 14% of all Englygn P b
hous;holds and around 70% of those eligible, The cost gp -
in Scotland id estimated at £50m in 1981/82; there

There

Were 3
3,

recipients in 1978/79.

-i—.—sc—s-mulemeutm bene takes account of the rates Payah),
by a claiment as part of his housing costs. Housing re

are added %o the claimant's normal requirements and any a4y
needs, such as eXtra heating costs. The claimant's income
some disregards) is subtracted from his requirements
at nis or her entitlement %o S3.

10 ar
The benefit is not availablss
those in full-time work, or whose income exceeds their
requirements, or ﬁhose With more than £2,000 in capital.

1.6 It is estimated that rate vills for SB households mill
SIOWt 0 £ m in 1981/82, me number of SB housenolds in

¥es 3, an estimated take-up rate of % among those
eligidle,
17 Figure 8.1 111ygtras
&8 2 proportion of
allowance hag Been
Benefit,

€S the distribution of the rate e
79S8 household income both before and ¥
made for rate rebates and Supplementary

of the § 1% shows thas unredated rates take a higher Droportt
€ incomes of jeqq "ell off nousenolds than of wealthi
ones. fnen Tebate,

S and S3 are taken into account, this @
is s1j ccount
8 slignt)y Tevers * 2

i
G from the local elsctorate: o
4 wnfair &
STeRY types o © Gomestic rates are

and households, as betwe®®

ONFIDENTT 4T,
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property of a similar type in different local

ipying , 3
sl occupy ouseholders and non-nouseholders,
:ufsof"t : t the fairmess of the present Sysiem are
critic para 2.9).
mes® " . in Chapter 2 (see s /
psed =
giscy
take only limited account of
act §
1.9 Te f For

the gpility *
pousenolds on low

er incomes, rate rebates or rate payments
benefits mean that the-system-takes some

o supplementax.‘y income. For households which do net receive

account of thelrt;e higher the income, the smaller the

theser:ix::fits;& which tends to be paid in domestic rates,

propo. ot g

1,10 Thirdly, the present system of domestic rates has ".Jeen
c;ticised on technical grounds by those professionall{{ involved
mgits operation. In particular, the professional bodies conf:emed
with rat;’.ng and valuation told the Layfield Committee of Enquiry
into Local Govermment Finance that there was insufficient market
information available to allow a further rating revaluation to

be carried out on the rental basis described in paragraph 1.1.

1.1l Most of this green paper is concermed with ways in which
these criticisms could be met, by new forms of lecal L
taxation (or by a reformed rating system), The remainder of th.:.é
first chapter sets the context for that examination by discussing
‘he contribution that domestic rates make at present to local
fvermment finance and the nature of the central Govem.ment‘s. .
interest in 1gcal authorities' financial affairs; and by examining
208 Of the general ecomomic effects that the replacement of
lomestic rateq With alternative forms of revenue might produce.

BE CONTRT BT O OF DOMESTIC RATES TO LOCAL GOVERNMENT REVENUES

15
2 Present about 15% of gross local authority

e 2

C?Enhmre 1s covered by rents and various other fees and B
*Tees for Services. Of the balance, wnich is expected to %o

alelt £25

HO00Ls it alsmn o i financial year 1981/82, about 60%
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411 be provided from the exchequer by central gove
W r

£ mmen
form of rate support grant, specific and Supplement
o

n ™
d ents of rates th. sralltg‘

rate rebate payments and paym Tough tpe

supplementary benefit system; and of the remaingen al

expected to be contributed by domestic rates ang about o 4
% iy

bout 4,

be contributed by industry, commerce and other nOon-dope
ratepayers through rates. In cash terms, the share of
revenue provided by domestic rates is equivalent to aboyt
£4,700 million at current values, not taking into account 4,
relief available to those on lower incomes through rate Tebat,
and supplementary benefits.

Stye
thig

1.13 This paper does not consider new revenues to replace
proportion of rate fund revenue provided at present by nop.
domestic rates. Chapter 9, however, discusses the implications
for non-domestic rates of the replacement of domestic rates by

2 new form of revenue and looks at the arrangements which cous
made to ensure that at a ninimum the relative burden of taxatin
on commerce and industry was not increased.

the

1.14 A number of the reve

o domestic rates woulq have implications both for the amount
of exchequer grant made available at present to lccal author:
and for the way in which it ig Daid. At one extreme, it coull
be possible to mke arrangements for financing local governzme
Services under which local authorities could be self-sufficier
:Jnivhiozh 1:::hez*efore Tequired no exchequer grant to be paid ate
Meris a: other hand, there could be a need for an j_ncre&:n:
12 new Tocay g OF *°Bequer grant paid to local g
high a reven, B ST T Vel whicH did not ralse 8
Corresp, © 28 that yielded at Present by domestic rates:
°0ding adjustments o the total of central governmen®

taxaty
oD would e Decessary, Exchequep grant is discussed in

Chapter 7,

nues which could provide alternative

ONFIDENTTAL,

T OF IN LOCAL GOVERNMENT Fommycs
ENT O

. VoLV EL
mz T

local services
economic impact
> matiers on which central

view in the course

0 - ional economy. The Government is
g anagement
of its M i th the level and growth of output and employment,
diewrd U8 ES 3 :
concerne wage levels, with levels of investment amd
i and iwage "= eveLEs
with prices 3

with the
consumption and with e

balance of payments, as well as with the
s The Government has fo ensure that

f 1 1 service
prOViSiC? Oi ;zz&~ expenditure does not prejudice national
e 1:v.;ezsozn~ap;“o; t':'tese respects - and local government
objectiV in am + :

ii tur counts £
eXPE-“:;j-:f;Z az;:?overment has overall responsibility for all
ijbi:c_szwices, including those provided by locél-au‘hhoriﬁes.
.Tt also needs to be able to adjust levels of activity between
;a_rticular industries and between regionms.

, oy 5
it is essential that Government should be able to influenc

For 211 these reasons,
local revenue-raising and local expenditure.

1.16 At the same time, local government has traditionally enjoyed
2 degree of local discretion on the amount of local revenue it
raises and the amount of expenditure it incurs. It is obviously
desirable that authorities should be able to tailor local revenues
and expenditure to the provision of a level of services

oo which they decide, provided that, on the ore hand, the

levels of revenue raised and expenditure incurred do not

Prejudice the Government's objectives for the national economy;

Ad on the other, that local services are provid'ed to acceptable
Standarqgg,

Ly Some of
Provige al
the Cent
thopy

e i

the new local taxes and other revenues which could
Yernatives to domestic rates would meke it easier for
T2l government to influence the decisioms of local

tles about revenue-raising and expenditure; others v.vould
TOre Qifficult, This is one of the factors @Ch is
'th'in the chapters of this green paper which discuss

ieves
ntemati"e new forms of revenue. The Government believe
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that the retention of an appropriate central j_n_flLIen(:e &
er the

amount of public expenditure incurred by local Suthopgyy
be a feature of any system of alternative revenyeg which : L
chosen to replace domestic rates. ay

ECONOMIC IMPLICATIONS

1.18 There would be a number of general economic effects i;
domestic rates were no longer to be levied. The exact na;u:‘
these effects would depend on the alternative Source of reve:;.-;
Some of the most likely effects are discussed in broad term *
the remaining paragraphs of this chapter.

A. HOUSING

1.19 Rates are the only tax charged at present specificallya
housing, Even if the present revenue of domestic rates were
raised in alternative forms of taxation, therefore, their
abolition ought to increase the attractiveness of housing in
compariscn with other goods and services. The effects of this
relative increase in attractiveness and its consequences for
house prices, rents and mortgage finance are uncertain.

B. LOW INCOMES

1.20 5
The burden of rates on those with low incomes is now 2

inised by th /8ssistance 11k
%7 the specia) " referred to in paragraphs -7

i€ In four (about 5 million) households P#*
the less well-off has bee”

A% present anout

t
O some extent, The position of

CONFIDE

TTVE EFFECTS

_REDIémIEL.
Osh 5

T : of domestic rates by a tax of
1.22 jeld wou egate burden of taxation :x
equai Z;:ta‘-n d ed, there would be likely +o
great "fican‘i the tax burden between
be ?lg!;ials g ers i to some extent between arees.
-.nd.l"zr these effects to ed on in the chapters dealing
vs:ff e;.c'.’l alternativ aé tas They are also dealt with in

12 and Annex .

chepter
EFFECTS ON DEMAND

1.22 Any new way of raising the revenues currently raised by
domestic rates could be expected to produce some changes in
This effect would
probably be most marked if the replacement for domestic rates

the pattern of demand for goods and services.

involved a local sales tax under which retail sales of some
goods and services were taxed, but others were not: for example,
a local sales tax might be levied on the szme tax base as
national VAT, which excludes food, housing and a number of
other items such as childrens clothes. The taxed goods and
Services would then become more expensive, leading to some
ifcrease in the demand for the relatively cheaper, untaxed goods
&d a reduction in purchase of the taxed goods
®&d services. In time output, investment and employment might
SOV some shift from the taxed field to the untaxed, and there
et be some marginal shifts between domestic production and
::i::s' However, the aggregate effect on nati-on?.l demand,

and employment could be expected to be minimal.

EFFRCTS o FRICES

223 The effe
Ohest o Taten
. ﬁnd of new
lncome tax i
ocal income %

¢t on the Retail Price Index (RPI) of replacing
with new forms of taxation would vary according %o
tax adopted. Rates are an element in the RPI

S not: the replacement of domestic rates with

ax would therefore lead to a direct fall in the

I
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CHAPTER C
t 3%). Both rates and retaij FRNATIVES TO DOMESTIC RATES
RPI (perhaps about J&). SPendirg | i ALTERNAS
and services are included in the RPI, so that the effeot "ty H
replacing domestic rates with a local sales tax shoulg b:~ ? 3
out without affectingthe RPI. Any rise in housing Dl‘ice;% 1NTRODUCTION
tend to be ;
would, as it worked through, : ; reflecteq in the Ry chapter 1 origins of the Government's present
Effects on the Taxes and Prices Index (TPI) woulq tend t, bel 2.1 i Ation it o domestic rates and set out the
tral, as one tax replaced another. The replace considera ; 573
neu 5 ment op g . institutio and economic background against which
rates by a poll tax would produce a direct fall in R Brodc st Lot ered. This chapter sets out the
however. the alternatorss oo J o b 3 el
alternatives for change; l1dentifies those which the Government,
after its initial review,considers to be worthy of further, sericus
consideration; and discusses how the possible alternatives ought
to be assessed.
NEW LOCAL TAXES
2.2 It would be possible to raise some or all of the revenue
which is raised at present by domestic rates through new forms of
local taxation. The new taxes which have been most freguently
suggested, and which the Government has examined in its
preliminary review are:-
local sales tax;
local income tax;
poll tax;
local duties on petrol, alcohol or tobacco;
P ,
Charges for licences for the sale of petrol or alcohol;
local vehjcle excise duty;
local Payroll tax; and
& local development land tax.
on 4
4 ALTERNATTVES
2.3 s
omy
CONFIDENTTAT, foulg ° °F all of the income now raised through domestic rates
“ational :Eplaced DYy assigning to local authorities a share of a
%% or taxes. (This alternative would have implications

CONFIDENTTAL . 46
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for the nature of the relationship between Centrg
or the I

1 ay
are discussed in chapter 6,) i Logy,

Shdieh
government which

2.4 A further possibility would be to retain 5 g,
domestic rates either instead of or as well ag intf‘Oduc.-:
forms of local taxation, but to modify the Present gy ing
it more generally acceptable.

tep +

ASSESSING THE ALTERNATIVES

2.5 The Government has identified seven Questions
it considers the alternatives to domestic rates my
Some of the factors concerned have already been
chapter 1. None of the alternatives satisfies a
equally satisfactorily:
are:-

againgt Wi
St be asgy,
touched on ‘
11 of the or
there is no ideal solution. The quegt

(1) Is it practicable?

(1) Is it faire

(111) Would it make those who take decisions on local
€Xpenditure properly accountable to local pecple
who pay?

(iv)

Could the costs of administration and collectio:
incurred by the tax-gathering authorities and ©
be kept within acceptable limits?

(V) are the implications for the rest of the tax siS¥
acceptable?

(vi)

L encourage proper financial control oY

allowing local authorities to budget sensibly and
accurately?

(vii 4
) Is 1 Suitable for a7 tiers of local governze™”

REECTED OPTIoNg

2.6 In

e the light op the
1 :ﬁ.vo of the Possible

o
foregoing, the Government has conc: @
local taxeg listed in paragrapP & i

CONPIDENTT

jt serious consideration. They are:-
T
- jes on petrol, alcohol or tobacco;
1ocal duties on I
:ocal vehicle excise duty;
;harges for licences for the sale of alcohol or petrol;
local payro;i tax; and
1ocal development land tax

options are discussed in Annex Al
iscusses in general terms the seven
the next five chapters

ion to each of the remaining options.

The reasons
The rest of
questions set out i
&iscuss them in relat

PRACTICABILITY

2.7 To be practicable as a new source of revenue, any alternative

to domestic rates must:-

(a) bve capable of producing a sufficient yield, either on
its own or in combination with other local taxes, to
replace the £4,700 million yielded at present by
domestic rates;

(b) provide each local authority with a potential yield
sufficient to meet an appreciable part of its expenditure;

(¢) enable each local taxpayer's liability to be determined
with reasonable certainty in a way which commands
general acceptance; and

(@) not impose unacceptable costs of administration either
for the taxing authorities or for the rest of the
community,

2.8
Sven) 1t is not necessary for the base for any new lo::al tax to be
°°u1A ¥ distributed among local authority areas: some differences
p’esen e compensated for by an equalising grant similar to the
e Bupport grant. But the local tax base in each area

tax
Tatg Uilarge €Rough to enable the local authority to fix a

ficient to meet a reasonable proportion of its expenditure.

e ' 17
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nis will make it accountable to its electorate both for
This th

£ local taxation and the expenditure it helps to Linap
of lo

iy

FAIRNESS

2.9 Judgements about the fairmess of one tax op arothey ;.
t:and to be somewhat subjective, depending on how people

Pen
the true effects. Criticisms of domestic rates ag unfagp .

to take one of three forms. First, they are said tq be untay,
because they are not paid by all who enjoy the benefit of 1oy
authority services, but are confined directly to househcldeps, \
are also said to be unfair because they take no account g,

drect;,
of capacity to pay, so that someone living on their own can ,
exactly the same rate bill as a large family living next doo

and a retired person the same as his neighbour in
criticism is to some extent, but not wholly,
scheme.

work. Thisy
met by the rate
Lastly, rates are said to be unfair because people

occupying broadly similar kinds of property in different parts
of the country may face significantly different rate bills.
none of these criticisms is clear-cut, judgements about alt
forms of local taxation will need to pay regard to considers
coverage, individual capacity to pay,

between People in broadly similar cire
similar levels of service from their 1
it is clear that
command a wide ge
basis for a viabl,

and perceived fairmess

ums tances enjoying broed
ocal authority. Moreoven
any alternative to domestic rates will need ¥
€ree of public support if it is to provide
€ and lasting system of local authority fis

ACCOUNTABILITY

2.10
lmblj.cIt Sl Tequirement of democratic government . I
authoritjeg should be accountable to their electorates

what ol

rish‘ct::y Spend and for e Tevenue they raise. Taxpayers ™ Y
eXDect that ntly <

Services apy “iie local Services are provided efficie 5

only up to t , uired by
commun; £y but a1, he standard that is regq

S0 t. y
3uthoritieg have 08t they are provided at minimum €03 #
&re therefope

2 monopo) ey

not sup 3

and

#
Y 1n many of the services that b
°Ct to the automatic pressures

CONFIDENTT A

seiciency ©
off

hat

The Government believes
ency and safeguarding

pest way ) .
wnat the L al authorities is to ensure that the
2 ravag
N ainatst Rin 1 is raised allows local electors
ip which

way

and revenue;
g cal taxes

of 10

2.11

sccountability

(1)

(1i)

(iii)

learly
foibe S

Ideally,

ox

ecisions about expenditure
ects of those decisions on the level

aware
and
that
local

is to be fostered:-

local taxes should be clearly perceptible to local
electors and taxpayers, who should be aware of how
much tax they are paying, which authority they are

paying it to and what services it is to be spent on;

as far as possible, local taxes should be paid directly
by local electors and as many as possible of those who
benefit from the services provided by the local
authorities should contribute;

local taxpayers should be able to tell readily when
the rate of local tax has been changed and by how
much: and should be able to relate this to the
local authority's expenditure.

COST o ADMINISTRATION

212 me likely cost of administering each of the possible

altel’nat ive

Wingstrat s
G°"emment e
SPerat ing the
5120 million p

local taxes must be considered in relation to the
Ve savings if domestic rating were abolished. The
Stimates that the cost to the public sector of
domestic rating system is currently approximately
€r year.
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FISCAL DIMENSIONS

2.13  Domestic rates are an imporfaf}t component

of the United Kingdon tax system. This year local gy
iz are exz;ectEd to raise from ﬁiomestic ra#es as mycp
the central Government received in corporation tax or

hory
as

frog 4,
excise duties on hydro-carbon oils, or from the taxes o %:
0il operations. The yield is also equivalent to OTre thay % e

of the revenue from VAT and one sixth of that frop income far &
The replacement of domestic rates by some other local tay or b,
would be bound to have important consequences for the balang :
the tax system and for the distribution of the tax burden 1
different individuals and households. The Government would

to pay particular attention to the likely repercussions on over)
tax levels and tax rates from substituting for domes tic ratesy,
local taxes, such as a local income tax or a local sales tax, iy
applied to areas already subject to national taxes. The Govers:
would need to consider the implications of any such narrowi

the tax base for its overall fiscal strategy, and for its futu:

freedom in setting the level of corresponding national taxes.

FINANCIAL CONTROL

2.4 Certain characteristics of any tax affect the degree
financial control which it permits local authorities to exer™
In order to be able to budget sensibly and tightly, local
authorities need to be able to predic
flow Teasonably Drecisely,

advantage for them in having
Eiven tax level is fairly pre
lead to greater uncertainty
Irequently to maint
as a Precaution ag
le to devise

t their income and thei?
There is therefore considerabl? frt
a source of income whose yield .:;;:
dictable. Unpredictable yiel®s c;‘"
and would be likely to cause 2%
ain higher average levels of
ainst any shortfall, It should
of thig imcmainty ab“’“&ements under which the bur:::
Withorities ag 4 ypoq Ut yields could be shared by 10 St
Offset againgt o %% 50 that surpluses in some areas et
*o give up tp, SROTtfall in others, This would requir® s
Possibility of windfalls in return for 2

balances
be possip:

CONFIDENTIAL

Altematively, it

would be
oulder some or all of the burden

es 2 given income for a given tax

Although it
e exchequer to be offset over a
the surplus in years when tax

arrangement which involved the

f shortfalls in tax revenue would
h simply transferred some or all
ral government.

ing good of all or part of any
predicted revenue.

+ pe possible £
pight == = s b
er of year

nue exceede

numd
reve!

d forecasts,

n

the Govermment

\mdemriting by : ‘
1 an ocen—ended commitment wh
be an Ok " - !

¢ the problem Irom local o =
0. L < : -
would be likely to enter into such an arrangement unless it was

i
o R a1+ ativ T i o3 t ie.
clear that satisfactory alternative arrangements could not be made

2.15 It is also necessary to consider the buoyancy and lumpiness

of the yield of a local tax. If the local tax revenue can be

expected to keep pace withthe growth of prices or earnings more or
le:'ss automatically, local authorities are more likely to be able

to support the volume of goods and services financed by the tax

at the same level without varying the nominal rate of tax. For a

tax that is not buoyant the nominal rate has to be increased (in a
Ume of inflation) even if the level of S2rvjces provided stays thesame
This has the advantage of increasing the perceptibility of local

authorities' decisions to local taxpayers.

2.6 If the yield of a local tax is lumpy - that is, if the

mMnlmn practicable change in the tax rate produces a large
Jriation in tax revenue - then local authorities will have to
udget £or eXpenditure rather differently than with a smoothly
orie tax. They may find it necessary fo run appreciably higher
average balances, or a tendency may develop for local authorities
¥ gear *heir spending to the yield of the tax rates that are
Df‘acticable, This could restrain expenditure growth in some areas
¢ nake f¥penditure increases easier in others.
2,17 ¢

q 2 local tax were both buoyant and lumpy, meny local
Uthory 4

t 2 gypo. . COUld leave their tax rates unchanged for many years

smallZiIEtCh' A decision to change the tax rate, even by :he
an

importancavauable step, could therefore assume signific

¢ 1n locay politics. Conversely, small variations in

Z
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t not be immediately a
expenditure levels mign Y @ppreciatey LT
taxpayers. 2

2.18 The degree of predictability, buoyancy and, Partioy,.
lumpiness of a local tax may also have a considerable impac:
shape of exchequer grant to local government. Thig QUestior; oh
considered further in chapter 7. i

SUITABILITY TO ALL TIERS OF LOCAL GOVERNMENT

2.19 Table 2 shows the way in which local govermment functions
are divided between two main tiers of local authorities, Authors
in both tiers draw on domestic rates to finance the services -.':z;
they provide, though the level of expenditure of authorities i
each tier varies between different parts of the country., The
expenditure levels of shire counties in England and Wales, for
example, are higher than those of metropolitan counties: this
reflects differences in their statutory functions. Some
Dew taxes could, like rates, be levied at different rates by
both tiers to provide an independent source of income. Other
taxes could only be levied at the level of the upper tier -
:::tii.:ssi-:tihslm and Wales, regions and, perhaps, islands
acceptable sY:::; iu:h taxes mignt, however, form part of &
¥ole 12 contnes :ithaxation for local government as a Bheiis
POsaIdle coabinepy. @ second new tax for the lower tier. 0

1S of local taxes are discussedin chapter
if:h:::s:a:“t:"mmty councils in England and Wales,

ers in Great Britain as a whole, would s
2 New source of income If th, sreedos ::‘
determine their oyp lex.rel €y were to retain their £ on 2
they too Would need acce, e

SS to a new form of taxation.

25 W&

s0 %

cHAPTER 3
JOCAL DAMES ST
of a local sales tax has been canvassed
3.1
. to time in recent years. It was considered, in
o SEAIe  SERIASE

quiry into Local Government

red by Sir Layfield QC which reported in

Finance chal
976. Although 1d Committee identified a number of
1976. HEER

local sales tax as a means of

trong a:g;:e::s
raising revenue for local authorities,the Government considers
that it would be inappropriate to exclude such a tax from

tne present review.

TYPE OF SALES TAX

3.2 The Government has looked at the possibility either of

a single-stage sales tax or a multi-stage tax akin to VAT.
’l‘heoretically, a local sales tax could take the form of a
full-scale value added tax levied locally on all the trans-
actions currently subject to national VAT. The Goverzment
believes, however, that this possibility is not worth pursuizg.
A value added tax is charged not only on supplies of goods and
Services to the final consumer, but at each preceding stage of
*Be process of manufacture and distribution. Dhere is
Provision (the imput tax deduction system) to allow busizesses

3 iness
to Teclaim tax on purchases of goods and services for bu.s:m.

CONFIDENTIAL
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Te fre
purposes. =+ € to set i
local rate of TRCUD G s,

di.

process of manufacture,
impose a considersble burden on traders
appropriate analysis of their input tax de‘mctions
tax return, and it would entail a major re :

central Goverzment in allocating input tax deduess

Tlons t,

local authority accounts. The Government considers

in practice such a system would prove unworkably

3.5 In any case, any new form of sales tax would

Dave

be compatible with the European Community rules rel

indirect taxes. Existing Community rules require that T

should be charged uniformly throughout each Member Stat:,

and they pronibit the introduction of turmover taxes it

%o VAT. This of itself probably means that

would be iz

o introduce any local sales tax in the UK in the form it

sisgle-stage Tax which it would be more difficult %o c&
as a turnover tax. Nevertheless, there would still be =

of common features between local sales tax and VAT.

3.4 The Govermp

en% has therefore concluded that any 1
sales ¢ 4 1o exs
X should be of the single-stage variety. = 1

the opti jo gote’
SPEi0D8 the Government have considered two bssi¢ 3%

local

the rate

Model
Model 1=

an entirely separate

system of collection administered by local authorities
themselves; as with model I, local authorities could
have the freedom to set their own rate of tax.

It would be for consideration whether they should also
be given the power to decide which goods and services

should be taxable. e
DEFINITION OF A SALES TAX

3.5 A major problem with a sales tax would be that of
defining the transactions to which it applied. Sinmce it would
be a replacement for domestic but mot for non-domestic rates,
1t should in theory be limited in its application -
¥ goods and services surchased by households. In this sease
& sales tax is often thought of as a tax on retail sales.

B 3 . oo
OWever, such an approach would run into two immediate &iZfi

culty ; ; i 2
1es. First, the concept of a retail sale is essentially

k .
*lated to goods; special rules would still be requized foz

COIIFIDENTIAL
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services. Secondly; there

o 25 000 bhu
example, of the 1,350,000 bus

£he

about one-quarter make the

o

o

businesses, about one-quarter to domestic h

: 4 14 O B e
about one-half make supplies to both businesseg .

under a
M

I households. Considerations of equity woulq S
sales :ax/

28s

those supplies of taxable goods and services +

© domegs;,

bouseholds which already bear VAT should also be gy

sales tax. At the same time it would be di

1fficult ¢

exclude all business purchases, especially at the Te
= d€ rets

Further examination would be required of the best war
coming the difficulties of definition while minini

12ising
anomalies.,

BATE OF TAX AND TAZ BASE

3.6 Assuming for the purposes of illustration that 2 let
sales tax were to be levied on the same range of gcods &

Services to which VAT curren

tly applied, and that a Wy &

Ye found to exclude most

business purchases, an averag

of 7% would be Tequired to raise the £4,700m at presest

Traised b7 domestic rates.

3.7 The { Lt
ue Ta 3 . . 105 S
duestion of the interaction of a local sales

the VAT rate would need carefyl examination. At preseth
Buropean Community mles require that VAT should be levi®t®

base inc 4
E uding 211 opnen faxes, duties, levies sad &
ence, Vim would nave to b

Jpich
e charged on a tax base *2
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of VAT ¥

f To _achiéve a composite rate set
rice. To ¢
pasic P

sales tax

1d i f b 5 = s
alte:‘nati"e could €S for retailers, who have

AT easi

found VAT east

at "convenient” round

rates of tax, and would for the general

public to understand. It is possible that, if a local sales
tax were

Community rules to enable sales

in parallel on a common base,
whichtaking of a 7% rate of local sales

fax and 15% a readily understood composite

however, would not be free from
who worked from tax-inclusive

tax rate of
difficulties
prices.
CROSS BORDER SEOFPING

3.8 A quite different problem which was identified by

the Layfield Report as a significant consideration in the

case of sales tax would be cross-border shopping.

There has been a growing tendency with the imcrease in
Private transport and the development of Supermarkets and
bypernarkets for large towns and cities to become the

Shopping centres for surrounding regions. Generally spesking,
2 large proportion of domestic purchases are no longer

Bade in the village or suburban skop, but in stores <he

Urban centres, ne revenue from a sales tax might

ti Py
“iéTeloze tend to acerue to differemt local authorities
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: il A =S
of neighbouring autiorivi

o
»

2 rend would, of course, g
place. lny such tremd w 1 0% expecty,

9 in the more expensiv n
trade, particularly in the mo Xpensive Consumey

P lo In +h .
to areas where the rate was low “4€ Darticulsp

Model II system uncder which local authoritieg

Were

vary the coverage of the tax, there would pe a f

The incentive to cross-border shopping would be great).

increased if the difference was not just a Datter of ,

&

point or two on the rate of tax but the difference be

e o

item being taxable or tax-free.

.9 Two further aspects of cross-border shoppin wou.
T oDing

particular problems. The first would be the Question of ey
services should be treated asbeirg supplied, and the rate of tar:
charged when the trader lived 'in one 16cal authority aree

customer in another.

To charge tax at the rate of the:

local authority could risk significant distortion of ¢

%o charge it at that of the customer's local authorify ¥

involve the tracer in additional, possibly substantial, ¢

Pliance costs, The other problem would be the positios &

mail-order traders.

e 28

Unless special arrangements Wer® '
whit

charging the tax according to where customers 1ived, ¥

2gain might 8reatly increase traders' costs, there W"“;“'.

Sonsiderable incentive fop mail-order companies ©
themselves in low

Yax areas, and these areas would £
signiz

icant windfaly Tevenues.

7e any detailed estimate of

costs incurred by the taxing

for business of compliance

uch more detailed study of the

form such a The costs of a taxation system

depend very much on its complexity and hence with a local

sales tax would depend on the extent to which it could be

existing VAT system and whether

orts and exports and the exclusion
of business purchases from the incidence of the tax could be
dealt with satisfactorily without unduly complicating the

tax structure. . If in the ligﬁ}?fj:}_ifs "green papér it-were
decided to proceéed with further consideration of a sales tax

option, some quantificatiom of cost would clearly be

-necessary before any final decision could i:fe t_a_ken. However,

prelimifary study suggests the following conclusions:
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(a) sdministrative costs. Under a Mode)
Adminastrabz¥e SOS:S

1T,
: X i This
administered in conjt with the Vi 0.
tex

costs could be sig

nt, dbut would be 1 3 :
‘ Leey, ocuction of a sales tax could
to be substantially less than the esVimatey

the new computers were fully
£120m cost of domestic rates. ‘Under a

tax would require local authoriti
; i . equire es
Model II tax each local authority woulg have ¢

heir ow administrations, which would almost
set up a separate tax gathering force, This ) t
would greatly increase costs of admini strat

tion

certainly This would require a
jeal of detailed planning and it would b -
/ and could approach more closely, or coulg even great deal of ai I e unlikely that
could be completed much earlier th »
exceed, the present cost of collecting domestic these could be e an five years from
n a decision to proceed.

(b) Compliance costs. Quantification is again

impossible. However, experience with VAT suggess FATRNESS

that even under a Model I system, there would 3.12 At present, VAT is charged on about 50% of consumer
be some substantial additional costs which would expenditure and it does not apply to necessities like food,
tend to bear disproportionately heavily on small | heating fuel, housing, and public transport. =
businesses who would make up the bulk of those In general a local sales tax that was levied on the same
traders operating a sales tax system. A Model I items as VAT should be slightly more progressive than

sales tax which differed from the VAT system woult
greatly incre

rates for most households. In other words, it would take
ase compliance costs because a higher proportion of the inccme of richer households than

retailers would have to apply two different Of poorer cnes because richer households, generally speaking,

8ets of rules to their sales and possibly have %ould tend to spend a higher proportion of their incomes on

to s iqition 70
keeD a separate set of records in additioz faxable itenms.

However, although the overall effect of a
their vam accounts.

SWiteh Yo a sales tax should be to increase progTessivity

TDMETARrE Slightly, those on low incomes could be expected to lose from a

A Shange to g local sales tax unless some new form of support
consider that a local # Were to be
fore 187/8"

311 e Governmens does' not

introduced to replace rate rebates and payments
tax on either Bodel coulg beco; :

me operative bef
earliest,

of
st Tates in supplementary benefits.
I3 the case of model I tnis is becaust
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The introduction of local sales tax might 80 some

way to meet the criticism, often made agajn

T ras

" distributed to fall broaq
a tax should be distributed o fall Oroadly equay

individuals or households of similar meang, B s
14
widen the incidence of tax to include all domest

de ¢
Who p

compared with .the 20-million heads of households

domestic rates at present.
3.13 The fairmess of a Hodel IT tax in which oea)

authorities were allowed to .vary coverage would depeng

on the resulting shape of the tax. It is unlikely ¢y,
progressivity of VAT could be significantly improved by

adding to the present reliefs, while reducing the exten o
reliefs (in order, for example, to lower the rate at whic

tax needed to be charged) could make the tax regressive. |

sales tax charged on all g00ds and services would be higl
regressive.

ACCOUNTABILITY AND PERCEPTIBILITY

314 As noted in paragraph 3.9 above, the sales tax tht

& -authority received would not necessarily be paid onlf

by..‘thOSe 1iving in its area, with the result that locel

nwity would not be complete, ==
R : B 5 !

The perceptibhili

¥7 of a local sales tax would clearly %
OB the extent to which its effect could be separstely

e igh G
.ied By the Customer when 2 purchase was made. 4 H# j
enlt?

of X l

PEroeptidility could probaniy only be acaieved i
could be Tequired to show ¢
and Teceipts,

'i@-i.tican‘cly t

Wi
5 [ S

he tax as a separate i%®?
s g i
SMCh a requirement would, however; &

© tTaders' costs and would probably *

of the special accounting

already apply to VAT and would n

need to

t be to place local authorities

Tle

to write annually to each household with an

under a duty

of +

explanation of their T of Tax and other financial information

on similar lines

ation of performance information
tobe published—in comneetion with ?ate demends by
virtue of section 2 of the Local Government, Planning and Land

Act 1980.

FINANCIAL CONTROL
3.16 There could be real problems in predicting the yield of
a local sales tax each year. Experience with VAT suggests that
the national outturn of a local sales tax would vary

from its estimate for each year. In most years the variation
in the VAT outturn has been of the order of 2% or a iittle
more, but at the exceptional extreme it has approached 10%.

For sales tax this margin of error would itself vary between
individual authorities. Furthermore, there would be a
Particular difficulty in prediction if substantially

different tax rates or,stmuctunestis neighbouring authorities

led to a significant increase in cross-boundary shopping.

317 The substitution of a tax with en unpredictable yield
for domestic Tating, the yield of which is highly predictable,
Would rajge problems of financial management. This is inmevitabls

:lthough (as with local income tax) the unpredictabilicy
°uld be mage to fall either on local or central government.

10




1

" the retail turmover on which the tax was levied.

2
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than that of demestic rates, so
3 o leg
prodbably not have to change their tax Tates frequh“

it were necessary to do so because eXpendityne

or down in real terms. Adjustments to the

Tax

necessary, however, even without real changes ip the

if local aut;

of local authority's expenditure

which mainly comprise wages, salariss ang loan Charges
Rarges,
increased more quickly or slowly over a Dericd of time

"’}lez‘e 2

authority's need to spend on local services wasg decli

there could be a danger that caution and a desire o Dudgs:

for a sufficiency of income over a number of years ni

tend to make it slower to revise its rate of local sales

tax downwards than it would have been with an alterna

form of tax whose 7ield was more accurately predictable.

#:19 Changes in the tax rate by local authorities foule:
to be limit

ed by consideration for the impact on traders
Rany of whom alre

ficulty ir operatizg

The Government Shinksthat this would mean &#

n1a, W
Steps of the order of 1% would be the minimum acceptadlts

actual position would-depend on the way the local sales w

ady experience 4

correctly,

1

VAT rate (paresgraph 3.7 above).

s, however, would cause a

because of the extreme

A 1% change in the average tax
by about 10% -:15%,

Government believes that a sales

te as a complete replacement for

and that it would need to be supplemented by

some other moTe source of inccme (see Chap. 11 Y.

. Tutia would limi 1
Even a hybrid solution would not ‘eliminate all the local

ems.

authorities' budgeting prob

3.20 A local sales tax would in any case imply restrictions

'

on the local authorities' freedom to make frequent changes
of rate, because any rate change would cause problems for
businesses. For example, stock repricing would be an onerous
task in shops with a large range of low unit-price g?ods.

Where advance. bockings and orders were concerned,

identifying the rate of tax to be charged could become difficult.
Moreover, if local sales tax accounting were to be integrated
¥ith VAT accounting, those businesses which use the VAT

Tetail schemes could have to carry out certain accounting
adjustments or Dossibly an extensive stock-taking. Larger
tTaders with computer—based accounts, such as the major
Tetailing chains, would have to carry out reprogramming,

£8°Would Gther conceTnatWHS produce all their accounts Irem

& single central source - (telephone bills, for exampls).
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3.21 For the reasons set out in
the Government believes that among the

1 1
local sales tax would cause local

inanci ol oA
difficulties for stable financial Planning,

- FISCAL DIMENSIONS
3.22 A local sales tax designed to replace eptima-

—axely

present yield from domestic rates-and Tunning jn

with national VAT would produce 2 combined sales .,

rate of about 22% (paragraph 3.5 above). This would g

have implications for prices and for the demand for taxed
goods. It would be bourd to constrain the freedom of gey

Goverzment in relation to changes in the rates or rate
structure of VAT. Future Chancellors would. also have &

bear in mind that the impact on patterns of consumer e

of any change in the VAT Tate could have a signi

icant

on local authority Tevenue. So, too, could any changes it

national VAT coverage (eg changes in zero-rating or exayd

if the local tax were ©o be levied on an identical base.

3.23 Conversely, decisions by local authorities about

their tax rateg ¥ould have an impact on Govermment reved
especially j» the tax rates
€Xpected,

. 1evel ©¥
were set at a higher level

i 58

1 any case, ir local zuthorities set the¥
would

Tates before the Budget fach year, the Goverzmest woull

have to take these
Budget judgmens

7 tpe
decisions into account in framiZs

CONFIDENTT T,
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igated to some extent if
on the freedom of local
whatever level they chose.
int would, of course, have

s N e ndence of local government and
ons f

LOCAL GOVERNMENT

SUTTABILITY
5 The Government's view is that a local sales tax with
3.2 . =
oy - St
iently variable rates could not reasonably be operate
independently
th f th t ities in the upper
1 below that of the 66 authorities in Yojs
at any level
tier of local government - counties in England and Wales,
1 - =
gions and the islands authorities in Scotland. The Government
re C st
considers that to vary the tax rates at the level of the 450 or

iti i ti isproportionatel;
so local authorities in the lower tier would be disprop

3 +’
. costly to operate both for the tax collecting agency, whether

the central government or the local suthorities, and‘ for traders
iders

(especially multiple traders). The Govermment further conside

that the divergence of tax rates at district level could tend

X i pping.
to stimulate an undesirable amount of cross-boundary shopping

CONCLUSIONS

3.3 The Government considers that a local sales tax might
conceivably be capable of providing a source of local revenue o
TePlace in the upper tier of local Govermment a substantial
Rart.of the locsl authority income at present raised by

domesty Tates. Devising a workable system, however, would

i i tant
favolve finding solutions to a diverse range of imporsax




ield, but could
For both local and central gover 2o

outside thei
problems. e their

. ; G U R o e .
sales tax would bring fizancial control pr

difficult
would have to be surmounted. Because

incidence

5 hority budgeti e ) .
of the yield, local authority budgeti either imposing onerous

i f o £ &
difficult; while the "lumpiness" of the yi of

on administrative requirements
3 i purdens ©OR
that even relatively small changes in

The perceptibility and

: 3 3 in ™ : <
considerable variations in income. The h s tax would not necessarily there-
tax rate of national value added tax and the

be would have the advantage thet
i ! fore D
tax could have implications for the governme

2t's overa)
fiscal policy and its freedom for manoeuvre, while She

jts incidence would on the whole be seen to be more equitably

: ihuted than the present rating system.
h distributed th b
interaction of the two taxes would almost certainly imp,

some restrictions on local authorities. For these Teasox

3,28 Any system of local sales tax would
the Government does not believe that a sales tax couldt .

- - oy 1, LS 2 * -
i : have to be compatible with the United Kingdom's continuing
the sole replacement for the domestic rates, but would

to be combined with some other form of local revemue. obligations to the European Community.
3.27 Even as a partial replacement, a local sales fax il 3,29 Of the two possible models of a local sales ta:f th-e
ﬁ;ﬁ&zhe present a number of problems. It would be necessar,‘f to/med Goverrment has considered, Model I seems preferable on the
sy oy a scheme based on a definition of a taxable supply which =4 grounds of lower administrative cost and lesser burden on
that as far as possible all goods and services consuzet traders. On the other hand, Model II would offer the adveantages
Rouseholds bore the tax, while those comsumed by busids of being more obviously locally based and acministersd. I3
Would still be Paying non-domestic rates) were exclucs either case, however, it is important that the costs and
Soverment would still need to taks a view an the o difficulties of devising a satisfactory system should 2ot
which local authorities could be given an unfettered abil Baiunderastinatitl
%0 vary local Tates of tax. It Weldalso Te necessaﬂ ]
minimise the extra costs of compliance for businesses: 1
*SPeCally fon the amaller setailers who would f0m
Proportion of those accounting for the tax. Que“icrj o
accountability apg Perceptibility would also requir® cc‘ ’ |
Any new incentive tg CToss-border shopping wouid 2%
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CHAPTER 4

LOCAL INCOME TAX

4.1 Local income tax is an option which has
been studied closely in recent years, The
Layfield Committee on Local Government Finance
gave qualified approval to one form of local
income tax as a supplement to domestic rates.
The Committee recognised, however, that it would
not be without its problems and that the cost
of operating it would be substantial. The
Government has therefore looked again at the
issues raised by a local income tax.

THE RELATIONSHIP BETWEEN LOCAL INCOME TAX
AND THE NATIONAL TAX SYSTEM

4.2 After detailed discussions with the

Inland Revenue the Layfield Committee recommendec
that if a local income tax was to be introduced,
it should be fully integrated with the national
tax system. The Government agrees that this
would be the most straightforward way of
operating a local income tax. This.course would
however impose a number of constraints on the
form of local income tax which it would be
possible to introduce. In particular, as
explained in paragraph 4.7 below, the tax would
be suitable only for the major spending
authorities and in addition the local income

tax would need to be charged on the same tax base
as the national tax. In other words, local
income tax would be levied on income from
earnings and pensions, investment income and

the profits of unincorporated businesses, but
not on company profits. In what follows it is
also assumed that the tax would be charged on
the basis of residence; that is, liabilit? =0
local income tax would be decided by where a
Person lived, not, for example, where he worked.
The Lavfield Committee said that they preferred
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a tax based on place of resig

. ey €nce

services which local authorjy

es

the main related to where peop) v
e 14

Stngg

would, however, be “eCESSarY . lve,
o

to treat people with homes in
local authority area.

decyg, ,
More tha,l

4.3 For the present income tax

i i @ taxpy,,
area of residence is of no party Paye,

Culayr

significance, and to a large eXtent ¢y

is not organised on the basis of

o Areag
residence; under PAYE al]l employees B £
< Qg
employer are handled together. The ot sl
€ of

local tax would however have to pe cap,

some variation between one local authy,

and another. 1In an integrated Systenm,

would have to be done in a way which could §
in with the national System without undge .
difficulty if major changes in the natiom
system itself are to be avoided.

A LOCAL INCOME TAX INTEGRATED WITH THE ZiL
TAX SYSTEM .

4:4 An integrated local income tax wouli¥
collected by the same machinery used to @
national income tax. 1In particular, the 209
would collect the tax from all wage 2d 52:?
€arners and from occupational pensj_onets.
currently brings in about 85% of the giel?
national income tax. This system is ™
designed to take account of the taxpay® i
Place of Tesidence; nor do employers norf:‘;;’
OTganise their payrolls according 0 ¥ p
SI€as of residence. also, the economic:d;
Of the systen depends on the tax deduc{s

the course of tpe year accurately repfes’i

e
the taxpayer:g liability in as many 5 (24
Possible go that
Tequireq;

A sune
no subsequent adj¥e” o

ved
at present this is achi®

CONFIDE.’NTI AL
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5 cases out of 6. To do this, there is a system
bers which reflect the taxpayer's

allowances and reliefs and which can also

of code n

accommodate certain other adjustments. These
code numbers are notified to employers who can
then calculate the tax to be deducted using the
tax tables.

4.5 For a local income tax operated centrally k)
Inland Revenue as part of the PAYE system, this
system of coding and tax tables would have to be
elaborated further (probably by adding a local
tax rate indicator to each employee's code) to
enable employers to withhold local tax at the
appropriate rate for each employee as well as
national tax. This would complicate the
opération of PAYE for employers as well as for
the Revenue: code numbers would be more complex,
the tax tables would be more elaborate and
different tables might have to be used for dif-
ferent employees. Employers might also have to
keep a separate record in some form of the local

tax deductions.

4.6 If the additional complications to the
operation of PAYE were not to become unmanageablg
some limit would have to be placed on the number
of tax rates from which local authorities could
choose. This would mean that the rates of local
tax would have to be set in fairly broad steps,
resulting in lumpiness in the yield. As
matters stand at present, it would be impracticable
to have steps of less than kp. If employers'
methods of calculating tax deductions become
more sophisticated, or if the total spread of
rates for the local tax were fairly narrow,
somewhat finer graduation - say by ¥p - might

not prove too burdensome. Even with this
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limitation, a local income t

a
* woyyg
VT
costly for the Inland Reveny ey .

intolerably burdensome to pa

SL4E 1y
F O 8ety,
tax rates; indeed Layfielg e dep,
gnlsgd 3

- Tkab)g ‘
on these lines would, therefore !
'

450 lower tier authoritjes ¢ al)

would be adminlstrativelv Unwo

Probab
Uncyys

Authoy,,
plus perhaps the Metropolitan D 0Lt
ictg

London Boroughs. That would meap up
to

to be restricted to the County ¢
o

Scotland the Regions and Islands

local tax areas.

4.7 Tax codes indicati
for each taxpayer wo:l;n:a::etappmpnm
O be notjg
employers before the start of the tay yea‘v‘~
and it would therefore be necessary to
determine, probably not far short of 12 postig
before the year began, the area to which t
taxpayer belonged for local income tax purps
for that year. Local authorities would ha
- advance their budget cycle and determine t::
tax rate towards the end of the calendar jer
SO that the necessary information could be#
to employers by the start of the tax year °
would involve major difficulties for locel
authorities in their budgeting and for ¢
government in determining the total level®
Exchequer grant.

4.8 It woulg be extremely difficult % B)
independent variable rates of local in®®
to investment income. some types of mtef‘;
income tay deducted at source. Tax of "
Paid by Building societies is not godsc*”
aE source but i paig by the Society 2’
SOMPOsite rate ynger special arrw‘”"nt:h
Company dividengs carry a tax credi® wni“

< bes’
GVers the sharenolder's 1iability S
rate in;ome tax.

ha i/
rdly he feasible to expect the vario
CON’FIDENTIAL
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paying institutions under these arrangements to
deduct tax from all investment income at variable
rates according to the recipient's area of
residence. Other arrangements Wwould therefore
be needed. One possibility might be a uniform

tax surcharge levied, at a single standard rate,
by central Government on investment income and
distributed to local government; and arrangements

or deduction of tax at source might have to be

Hh

extended to types of income to which they do not
apply at present.

4.9 Some types of income are directly assessed -

in particular the profits of the self-employed A
and partnerships. Local income tax on these

types of income would haVe to be collected as part

of the national income tax assessment. [

4.10 A detailed costing for a scheme of this
kind was worked out for the Layfield Committee;
the estimated cost was about £110 million at
1981/82 prices (for 12,000 to 13,000 extra staff)
Additional costs falling upon employers could be
of a broadly similar order. This assumed that
the scheme would be introduced before the
computerisatignlandzoperated manually;
Computerisation would enable the cost to the
Inland Revenue to be reduced - possibly
substantially - though at this stage it is not
possible to say by how much. The additional cost
to employers would be broadly unchanged, though
—employers with computerised payrolls would in
“general find it easier to cope.

TIMING

4.11 The timing of the introduction of a local
income tax integrated with the national tax
system would be affected by the Inland Revenue's
project for computerising the national PAYE
system, which is already under way., It would not
be sensible to suspend that project now to allow
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for the possibility of loca) .
Ncg

basjg in
years. That would be likely % e
0°q

introduced on a manual

benefits of computerisatlgn £

view of the organisationa) Ch:: :ﬂ Y Yoy,
for a local tax; and it woula, ?n:need
more expensive to run a local incom:lf‘:a
manually than if a computeriSQtion o tay
first completed. The Governmeng ho;:%ec: N
computerisation will be Completeg B S th

end of 1987 or early in 1988, but ith
’ with ,
impogs
The major
organisational changes that would he o,

of this size and complexity it is

be certain at this stage.

a local income tax linked to the Natiop,
system would take some time to make aftey
completion of PAYE Computerisation,

ALTERNATIVE FORMS OF LOCAL INCOME Tax

4.12 As mentioned earlier a local income i
integrated with the national tax systen wouli
suitable only for the major spending authori
. and could operate with only a limited rang:
local income tax rates. A wider variation!
tax rates would require either prior chang
the national tax System or collection of
income tax Separately from national income

A LOCAL INCOME TAX ADMINISTERED CENTRALL®
THE BASIS of YEAR-END ASSESSMENT

WOneNnoRe i 1icy g5 that local incose
Might be administereq centrally on the basfﬂ
Year-end assessment. This would be POSSib';
only if the National PAYE system were reph
bY a radically aifferent system, sinil® ”
those of some other countries, in which u:E
deductiong made during the year from,eachwl
MPloyee's Pay were made on a non_cumulatfc::5
basis and so Were only a rough approxi‘““;l
his correct Rational tax for the year’ i
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national aver rate of LIT. There would
then have to be an exact calculation for each
taxpayer af the end of each year. This would

take into account his actual income and the
national and local income tax:

then receive either a repayment or a

further tax demand.

4.14 Among the advantages of this system would b
the capacity that it would give to local
authorities to apply local tax rates down to

the level of about 450 lower tier authorities -
though this would add to the cost of adhinis -
tion. The cost to employers would be less than
for a local income tax integrated with thne present
national tax system; the codes and tables would
be simpler because tax deductions would be more
provisional and would not attempt to be exact.

Variation of tax rates under this scheme by steps
of less than %% would not add to the

burden on emplovers
since the single average rate of local tax would

be built into the tax. It should therefore

be possible to vary local rates down to one or
even two decimal points: a tax-rate of 0.0lp
would raise about £9m in Great Britain. This
flexibility would eliminate the lumpiness of a
local income tax integrated into the present
system and make financial planning by local
authorities less difficult. Local authorities
could determine their budgets, as now, in
February to March. It would be possible to tax
investment income at the appropriate local rate
instead of at a national standard rate; this
would be done as part of the end-of-year
assessment which would have to be made anyway.

4.15 The implications of moving to a system ofl
year-end assessment go beyond questions of l:ca
government finance, and raise major issues o
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- less than the cost of a scheme in which a le
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tax policy and administrat10n ™
- : * The
need to be examined in detai] 2 Se

4 n t}
before any decision could he re e

acheq,
ystem, W .
to
a number of years, could not begin
computerisation was complete,

the restructuring of the tay s

be a major task and woulg have b |
€ spr,

A loca)

tax in this form could not be introduc
ed

after the restructuring was Complete
S
It

follows that the earliest date op which

option could be brought in would he som
me
the 1990's.

4.16 The additional cost of Creating j g,
income tax based on year-end assessment, i:

the Government had decided Oon other groung
to move to a compatible system for collectin
national income tax, cannot be assessed v
accurately at this stage. It is likely, hoe
that the additional cost of this schenme of L
income tax would, in those circumstances, b

income tax was integrated with the existin#
system.

SEPARATE COLLECTION OF LOCAL INCOME TAX

A wider variation in local tax rates would !:El
be possible if local income tax was COME
Separately from naticnal incame tax. IP Pfi"“:
this could be done either by local e |
on the basis of information supplied P¥ ‘hf
Inland Revenue or with a completely i
Jiocal authority system.

5
A CENTRAL DETERMINATION OF TAXABLE INCOCTIO“
COUPLED WITh rLocar asspssmenT AND COLL?

2iid
418 Under tnis hybrid tax systemth® iné
income of each taxpayer would be deter™

cen' L
t"""‘J'J-Y by the Inland Revenue. zht

CONFIDENTTAL,

CONFI

inf tion would t} -
informa be passed to local authoriti

: ; : es,
who would ‘Y the appropriate local rate of tax
and themselves collect the tax from the taxpayer
A scheme on these lines could not be introduced

until some time after the completion of PAYE

computeris ion in 1987 or early 1988,

4.19 Like the previous scheme in 4.13, this
system would allow local income tax to be levied
on the basis of a year-end assessment. For

that reason, and because PAYE employers would
have no part to play in determining tax liability
or collecting revenue, a tax on these lines would
be capable of being levied at rates which could
vary at the level of the lower tier and which
could be adjusted by steps of less than 3. It
would therefore have the same flexibility and
benefits for financial control as

the previous scheme. There

would however be difficulties with it. First,
the tax base on which local authorities operated
would be out of date, sometimes seriocusly. A
taxpayer's taxable income during year 1 would be
determined in arrears by the Inland Revenue and
passed to the local authority at some time during
year 2. An assessment of the taxpayer's
liability for year 1 could not be made until that
point - by which time he or she might have moved
out of the local authority's area. Moreover the
transmission of information about 28 million
taxpayez?°€§ﬁsﬁn local authorities by the
several hundred local tax offices of the Inland
Revenue would be a new and highly complex task.
This transfer of information from central to
local government also raises potentially
difficult issues of confidentiality. Informatio.
held by Inland Revenue about individual incomes
is not at present disclosed outside the
Department even to other branches of central

government except in certain strictly
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limited circumstances which are

SPeciz

authorised by statute.

4.20 As with the other Schemes, the ¢
I St o

local income tax in this form
establish reliably. The Government te,

estimates, however, that its COSt mjmht

he 4.

%% Eo%fala scheme integrated with the ;zegen..
tax system; that is about £220 millien, This
cost is due partly to the complex arrang
required for transfer of data, and partly
heavy collection cost, since there would
neither any Possibility of deducting tax &
pPay at source, nor - as with rates - any lid
with the occupation of property.

q

B. LOCAL INCOME Tax ADMINISTERED BY LOCAL
AUTHORITIES INDEPENDENTLY OF THE NATIONAL St

4.21 2n alternative would be for each reie¥|
Taising authority to run its own income )
department quite separately from the natioﬁi
System. Thig would require each auth“m..'
be responsible for issuing tax returns ©
residents and for assessing and collecti® "
for which each of them was liable. ne
completely separate tax base was used o L‘a:
Rational rules were adopted, this would ::‘75'
. Sxtremely €Xpensive operation with o n
/sepa_zately responsible for the applicatisour;'
of a complex legal code. All taxpaye’®

gion*
0 make returns ¢ two authorities,

CONFIDENTIAL

<

be very burdensome to ask
operate two separate PAYE schemes and
therefore Probably have to be paid

i of the income year in one lump or

s (like rates at Present).

n advantage would be that the tax

nned and introduced without waiting
uterisation of PAYE to be completed.
Even so, it is doubtful whether a tax on these
lines could be introduced in less than five
years. Moreover, a system of this kind would be
;:umbersome to operate, confusing to taxpayers and
expensive in staff. If the local authorities
between them needed no more staff than the Revenue
have at present administering income tax, the
numbers required would be around 55,000 costing
roughly £500 million a year.

PERCEPTIBILITY AND ACCOUNTABILITY

4.23 It is unlikely that many local government
electors would find a local income tax
integrated into the present national‘tax system
very perceptible. Even though some taxpayers
might give closer attention to their tax deducticp

H322o850° 5N 10cal tax rates would probably have

to be combined in composite tax tables if the
employer's job in operating PAYE was to remain
manageable: the local and national components
of the tax deducted from the taxpayer's pay
would therefore probably not be readily
distinguishable, except, perhaps in his annual
statement of pay and tax. Because the Inland
Revenue would continue to be responsible for
enforcement and collection of taxes, whether local
Or national, central government would tend to be
Seen by many people as being responsible for the
rates of local tax being levied. As in the case
©f a sales tax, however, local authorities c:cmlc:h
be required to send out annual statements to ea

11
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taxpayer explaining and 3U5tiry

: ing 4,
of tax they had determineq Upon 9.‘;:;
income tax based on a recast natiq, j°°él
{ 3] 4,
system involving end of Year ag tay

y SeSsnen,
be little more perceptible than one |

into the present tax systenm but undey
where the tax was collected dire 4
local authority it would be high

Ctly by
1y Dercens.,.

FINANCIAL CONTROL

4.24 Any local income tax would be Subject
to problems of predictability of yield
broadly similar to those already discussy
in relation to local sales tax (see Paragr:
3.16 - 3.17). The yield of local income ter
might vary by as much as 5% from the level
predicted by the local authority in its
budgeting. It would be necessary to decid
how this uncertainty, which is implicit in
" the replacement of a highly predictable
tax such as domestic rates with a less
predictable one such as local income tax,
should be coped with (see paragraph 2.14).

4.25 The yield of local income tax e
buoyant and it would probably be umnecess’

CONFIDENTTAL
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local authorities to Change their «

aX rates at
Y except when there was a change

levels of expenditure, This might
ice accountability,

pilness of yield of local income tax
tioned in pParagraphs 4.7 apg 4.14,
Although a local income tax integrated with the
onal tax system would pose severe
lumpiness the difficulties would be
less than those associated with 2 local sales

tax (see paragraph 3.19, and the Government
considers that, as with sales tax, there could be
scope for mitigating those problems by combining
a local income tax on these lines with some

has been me

present n:

problems of

less lumpy source of income for local authoritie
This possibility is dealt with further in
Chapter 11.

FAIRNESS

Local income tax
4 521 ) would be a direct tax on the whole of

the local electorate, except those whose incomes
were below the tax threshold, and liability would
- unlike rates - be directly related to income.
It could be argued, however, that the scope for
avoiding or evading liability would be greater
than with rates. The need to tax investment
income at a standard rate set nationally could be
Seen as giving favourable treatment to investors
living in areas with higher rates of local tax
and discriminating against those living in an
area with low tax rates. The position of
unincorporated business would also need to be
considered. If such firms remained liable to
non-domestic rates, and the proprietors were also
charged local income tax on their profits, it
could be argued that they were at a disadvantage
Compared with companies (which would not be liable
to local income tax.)

4.28 How fair any model of local income tax was
considered to be would depend to a considerable
eXtent on the rates at which it was levied.
There are a number of ways in which the tax might

B CONFIDENTIAL Bs
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fo TR tax SGUIN g L:.cre'asewf.'»- ‘fctil burden of direct taxation,
levigq A This #ok ':‘ countet’ tolthe Government'sg policy
°Cr:_ of switc nore of the burden of total
alproqressive Scale Whuh taxation from personal incomes and
:izh:§g§::p:;:i:“ of m“g;?’ oD persfi &’eXpenditure. If a local income
; aXpayepi b tax was not to increase the total burden of incame
taxable income, Thig ¥ s t:ta_ taxation, it would be necessary to reduc th
questions about how fa §o national rate of income tax a da i X 5
T o n nd to increase
government shoulgqg be Preps, other taxes correspondingly.
delegate to local 9°Vetn;ng ff:;
which would have ap effectn; '
Progressivity of taXat:ion ij. 4.30 e a sales tax, sharing income tax
country as a whole, e p: between cem-av‘.‘ and local government would lead
level, such a systeq would g to pL’OL.'}le.'Y.lS. Nheré LIT was based on the income R
very complicated £ °pernea“~ determined for national tax Purposes the
not be feasible at a1y withou:q Chancellor's Budget decisions on personal
imposing an intolerable burder allowances would have direct repercussions on ;
employers. local authorities' tax yield. Local authorities,
over time, might increase their rates of tax
ii. The taxpayer's liability for 1 to raise far more than the £4,700 million currentl
income tax could be determined x yielded by domestic rating, and this would raise
@ percentage of his liabilityfx the marginal rates of tax for all income taxpayers
national income tax. This might & If considerations like these made it necessary
simpler to operate than the for central government to impose constraints on
alternatives if the local caxu authorities' powers to set tax rates, there would
collected along with the natiol | be implications for relations between central
income tax. Like alternative!: | and local government. Whether such constraints
however, it would affect the f*‘v’ 'would be necessary would depend largely on whether
Oof progression of the tax S‘ll:j . @ local income tax would be likely in practice to
S:ZZ;:txlarly at higher leve be perceptible - that is, how far it would en-
courage local accountability and discourage high
iii. The local tax could be levied 3:; EX?enditure B oedent lon it
flat rate applied to the s N::l this score a local income tax collected by loca
as national income tax. T sy:x authorities is likely to do better than one
REHIEEE S o) tax 12 collected by the Inland Revenue (see paragraph
all income levels within 2% o 4.23).
individual authority beind ',
number of percentage point? (5
than the national rate:
o

!
SEATIEIE Ve tn coveramnr's FISCN ST
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g
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SUITABILITY FOR AL

L TIERS OF rq
CATC
OVER,

iy,

4.31 As explained in Paragraph 4

) 6a,
tax integrated with the Present p, 1

Q¢

tional )
eStri,.

system would probably have to be

Shire counties in England ang Wales .
o ang ¢,
regionaland isiands authoritijeg in 8o to
q Ot]ap
perhaps,metropolitandistricts and Lcnd; an
n

boroughs. Local income tax Systems o

Perat,
d be

Sh not

the basis of year-end assessment coy)
operated down to district level (thou

down to parishes).

CONCLUSION

Compared with domestic rates, a local in
would be seen to spread the tax burden noy,
and for many people contributions would ':e’ ¥
related more closely to ability to pay,
The most straightforward means of introducy

a local income tax would be to integrate the
tax with the national tax system and the
Government considers that such a scheme wouil
feasible. It could not, however, be introdus
until after the computerisation of PAYE his
been completed and a number of important pr
difficulties would also have to be solved. i
the sales tax there would be problems of
budgeting and financial control caused by :
unpredictability and lumpiness of the tax!®”
In addition the system would be suitable o
for the major spending authorities and Mh
therefore need to be combined with some A
form of local revenue. The local tax woulc;:;
Moreover, not be very perceptible to £axp?!
433 o overcone sane of these arawbacks it X L
TISCSSSary t0 move o a scheme based on end of ¥
TERE for national incame tax or altemnatively

£ a system under which the local tax ** 4
B =8 57010020 authorities "-hemselves;,
first of thege alternatives would, hov®"

CONFIDENTIAL

involve ma changes to the national tax system,
have first to be decided upon and
justified on their own merits, while the second
would inv much higher administrative costs.
Both the Commission on the Constitution
field Committee of Enquiry into

Local Government Finance considered that a local
system under which the tax was col-
-lected by local authorities was not worth
mination and it must be doubtful
whether the high cost of a completely
independent system could be justified by the b

which would

and the L:

income t

further exan

higher degree of perceptibility and accountabili
that it would bring. But a system under which

the Revenue gave details of income to local ‘
authorities, if it could be made to work, could
make local income tax available to both tiers of
local government with comparatively few problems

of financial control. Though-its practicability
has yet %oiﬁe-_‘e;ita‘bﬁshed, it should therefore

~not be /ruléd out “o'\f' consigeration at this

stage. 3
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5 ol possibility would be to levy a fixed annual charge on eact
1 : ol resident in & local authority areas as a contribution to
adul 1 e providing local services. A capitation charge, or
the ctax of this kind has no% been operated in Britain for

. :

poll e firive bt is employed in some other countries. It pas
some t

4 been given much consideration in previous examinations of
not rms of local authority finance. The Govermnment would not
Ir"eéz it out at this stage but if it were thought a poll tax
sould contribute towards 2 better system of local authority
finance more consideration would have to be given to the e
ghica such a tax could be operated.

FRACTICABILITY

5.2 A poll tax could, in principle, be levied according to a
number of different criteria. For example, it could be levied
on every adult, every elector or every earmer. In general, the
higher the proportion of the adult population liable for the
tax, the more evenly it would be spread among the recipients of
local government services. The more universal the coverage of
the tax, also, the smaller the administrative costs incurred in
froviding the exceptions and differing methods of assessment.

>3 Tere are about 40 million adults in Great Britain. In

::: %o raise £4,700 million ennually it would therefore be

avera::!’?#to levy a poll tax of about £120 per head.on~

exemntio: all adults were liable. If there were any significent

DL oy S the tax might have to be significently higher. If a

or incomewere used to supplement another tax such as sales ftax
tax, however, rates would obviously be lower.

& ;
A e':h::e figures would not be very different if electors,
Yy, 82 all adults, were taxed; but if only earmers were %0

th :
txeexl *he yield would be nearly halved (or the average tax
1y doubled),
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ental question is how the tax roll coulg
One possibility would pe Lo 1:{.mit s %ncidence 2 %
those registered as electors in a par‘?lcular area,
exclude minors and citizens of countries outsi
end the Republic of Ireland, who camnot vote in our g1, °
But even if they were exempt from a local poll tax they woulg
still be liable to national taxes. Furthermore, althougy the
electoral registration officer has a statutory duty to compy,
a register of the electors in his area and power to requipe
householders to furnish him with information, the procegg deperg,
to a large extent on the elector's co-operation. Thepe are ey
to be limits to the comprehensiveness and accuracy of the
register, and if it were to be used for the assessment of
taxation, individuals might well decide to forgo their vote in
order to evade their liability to a local tax. There is eVidenge
of under-registration among certain groups in our society, in
particular young people and the ethnic minorities, and a tax baseq

on the electoral register might make that under-registration
barder to remedy.

5.5 A fundam % comy,
POl =N,
Thig ok

de the °°mmon:t“
a4y

ng, 3

bowyg

even

5.6 The compilation of a separate poll tax roll might well be
necessary to overcome these problems. This could be done ina
similar way to the census by delivering a return to each
household: a statutory Tresponsibility could be placed on each hei
of household to complete it fully and accurately. For enforcemen
Purposes, it would be possible for local authorities to run
cross-checks (though clearly not exhaustive ones) with lists
maintained for other Purposes by Government and nationalised
_lustries: for example, against the electoral roll and, ppssibl
gainst national insurance records, In practice, however, if L2
PTove difficult and expensive to compile a roll which could 7

2 satisfagory basis fo The cost o

compi.
S elettorn rorister in Great Britesn is currentl?
about £21p Per annum,

but even wi s-checkiné
the cost of an adequat i izmn of o

considerap) 7 © POll tax register would probably b
7 more, There would also be problems in decidi‘nix
in an area mage a person liable to Poll

%0 be registered as an elector if he if

wdt
degree of Tesidence
A person ig entitleq

CONFIDENTTIAL

ualifying date. Even if it were decided to apply
st 08 at:m to poll tax assessment, it might be difficult +o
- P sysho poved away from an area after the qualifying
4 shose W o the tax against them,
4 enfor? n move across county boundaries each year and
0 ulatizross district boundaries. If it were decided
anz}i perIOd of residence were necessary, the registration

4 be bound to be more complex - and still more

Three to four Per cent

oo &5 7
tpat 2 long®
5700855 woul

apensives

i therefore, obviously be much harder for local
ities to emsure that poll tax was paid by individuals who
author-tleon_householders and highly mobile than it is at
night Eet’: ensure that rates are paid by householders who are
i;::: on the basis of their occupation of fixed property. The
Gvernment estimates that the cost of chasing up arrears could
sake administration at least as expensive as that of domestic
rating. With a new tax, a new statutory code of enforcement and
penalties would also be needed.

5.7 It

FAIRNESS

38 As a flat rate payment a poll tax would represent a higher
proportion of a lower income than a high one, but whether
Particular households would be better or worse off than paying
“mestic rates would also depend on the number of adults they
contained, A flat-rate payment of £120 per person would be a
:bstantial burden for poorer people, however. It is interesting
,J_;::p;are tha_‘t figure with other lump sums: the average quarterly
the thzity bill is £ , a colour television licence is £34 and
the paymcle excise duty on a car is £70, for example. Moreover,
Cages, o:;ts Dentioned above would be paid, in the majority of

¥ once a household a year whereas poll tax, whatever

e pre
oy °ise basis on which it was levied, would normally have to be

vehitl: :::? adult member of a household. Television licences a.:dat
Yogt Office S€ duty can be paid for by stamps which can be bough

£ Woulds; 8nd rates can be paid by monthly instalments.

€ 3 Very strong case for providing similar schemes
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1e to budget for poll tax, but thig
%o help peop. t of running the system. As wel]
2dd to the_ccsf this sort, it would be possible
arrangements osimilaf to the rate rebate systen. *
revate schemecost of administration - some milliong aps :o‘
iécrfaf:v:hzo be means-tested. ~"Tha rebate scheme o
nfr;.rgx:ced either by ;mttif:tg up :?he :mm«.nf\l~| if 9,
like the present rate rebate scheme, mainly out of o

d b
rate of Poll tat .

taxation.

5.9 The position of individuals who were not earnersg woulq y

to be considered. A decision would have to be taken on wh

housewives and students should be exempted or whether they
pay. One possibility would be to make the head of'ea‘ch no
responsible for the tax for which »the members of his n?usehc;
were liagble. There could be anomalies and unfa_lmess;_n s
arrangements, however, particularly since the people :o% Wh
tax the head of household would be responsible would not
necessarily even be members of his or her family.

0se

COST OF ATMINISTRATION

5.10 It is not possible to estimate with any degree of ce :
the cost of administering poll tax. As explained in p: "ae’!‘i-:
5.7, however, enforcement problems would probably meke the b
&t least as expensive as domestic rates to collect. The ¢
faintaining the register would be additional to this, as mi
the cost of administering a rebate system.

PERCEPTIBILIT! AND ACCOUNTABILITY
5.11 A poll tax would b

SO than domestio rates.
accountability of authori

s ]y evel
€ highly perceptible — possibly e
This should tend to strengthen
tles o their electorates.

FINANCIAL CONTROL

. rields
5:12 Like Tates, poll tay Would produce a predictable s jog
Also 1i),

¢tins
X e Tates, it wowlg lack buoyancy and ennual re_sem w?
‘aX rate woylgq * Tis would make the taX &

be Recessary

CONFIDENTT AT,
SONFIDENTT4T,

CONF
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could be altered in

11 comparatively
would not be lumpy. 3 poll

dic

ictable source of income and

rate

tax

the yi
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3 e taXx,
lcc?—l incom

- £ ar
: tional taxe
existing na 2

E T
SUITABILITY FOR ALL TIERS OF LOCAL GOVERNMEN

11 tax could be made to provide revenue for both main
e P; local government, t is the only option discussed int
. en paper which would clearly be capable of operating a
this gre
paris level.

CONCLUSION
515 A poll tax would have a very broad base m_wmﬂ.si be
®iteble for a1l Fiers of local govemmment. -It might be ey
possibiei;to take 2dvantage of. these desirable features 'd{l-
Mmi—sing en:for‘ceme;l;cjglif_‘ficulties and the effect g.‘:' the
"X 00 thoge on lower incomes if a poll ta.?: - sragemee - i
68 only 4o Supplement a major revenue-raising i
*ales or income tax. A flat rate poll ‘tax at an ?.VBI‘GGE
Say, £25-£30 o head a year, for example, could raise .
‘"-1,000-;_1, 200 million. The cost of enforcement could :o -
$Mecteq to be Proportionately reduced, however, although Sk
e ot po1 tax at low rates would be somewhat cheape: <A
ez.lf%e than 5 Scheme operating at higher rates b'ecau?e (<) o)
sheq incentive for evasion. Possible combmtlon: gy
M othep Sources of revenue are discussed in Chapte
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TERNATIVE APPROACH: ASSIGNED REVENUES
W A
»

radically different alternative would be to replace the
One

estic rates, not with a new local tax, but with =

‘

{qadiogiidon 250m £

i 4 share of the revenue from a national tax or taxes. This
jgne

asslfi’on could be very much less complicated, and therefore

solu

B run, than any of the possible new local taxes.

che §u1d also give central government a much stronger and more direct
i:f:ueﬂce over local government revenue. The division of financial
e operational responsibility for local government services might
eapt some local authorities to irresponsibility and the incentives
w efficient management would be greatly reduced. The structure

+f the relationship between central and local government would be
fndamentally altered: eventually local authorities might cease to
enjoy any effective autonomy.

THE ROLE OF THE CENTRAL GOVERNMENT

6.2 Central government would, in practice, be able from year to
jear to vary the amount of revenue to be assigned to local °
@vernment, The central government's responsibility for the
:::::;ght of public expenditure and for the management of the
i piaf:erilly'would.make the pressure to take decisions of this
vith assi@:: ly impossible to resist. To replace domestic rates
¥08e anmyyaq o evenues would therefore be to replace a revenue
g g ::zid is determined locally with a revenue whose
Bt be possibye td’ in practice, be decided centrally. It would
vention, , © make arrangements which would prevent such
Weoessopg s eve government could not bind Parliament or its own
© be determip, 0 legislation which provided for assigned revenues
O¥ernpeny con:d each year on a fixed basis free from central
i Tol would be subject to annual review by Parliament.
en
:::381@e:rr::: central government did not nominally vary the total
“;“!n:e totay Nues from year to year, it would still be able to
o TevVenues more directly than at present because
" lit:ld smoothe out any variations. In effect,
e sule Practical difference between finance by
PPlemented by grant and 100% exchequer grant.
CONFIDENTIAL
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6.4 In either case, the only way in which local aut

ho:«in
nfluence the size of the revenue that they receiveq
influe

1i S oy,
n g W

domestic rates would be by bidding for the maximyp eXChequeu e

omest ; .
ble each year, eithepr

resources to be made availa 4 ’ thl"ough asSign,

revenues themselves or as grant. 8

CENTRAL/LOCAL GOVERNMENT RELATIONSHIPS

6.5 A system of this sort would have implicationg for
constitutional relationship between central ang local g
Even if local authorities had another source of revenue whoge Vel
they were free to determine locally, assigned revenues wouq !
considerably their present freedom to take decisions about
revenue and expenditure and about what level of local servi
be provided. If local authorities were dependent on assigned ey,
and non-domestic rates but no longer free to determine their M
non-domestic rate poundages (see paragraphs 9.5-9.6), their incy
would be determined entirely by the central government, This coyy
at the extreme, call into question the justification for elected

local authorities as they are constituted at present. The effect
assigned revenues on accountability of authorities to their elect
is further discussed in paragraph 6.10 below., The implications o
assigned revenues for the relationships between central and,local
government, and between local authorities and local electors, woul

therefore have to be weighed very carefully before any decision ©
adopt them was made,

the exyy;,
2y
OVernney, -

Overa))
ces shyy

DISTRIBUTION

6.6 It may be that tne yield of the assigned local tax could %
distributeg in proportio;

B to the yield of assigned national rev®
in indivigyal local authoritieg! zreas, thoughg:his would depend
::;:: availability of adequate information on the geographicall
e bution of tay yields, Depending on the source of natiot?
1oc;?x :u::oun, B Bl o suce uneven aiptrstution beﬂ'”:

orities ang assignment itself would be a complicatel
I£ the schene °Perated in conjunction with an €

s however, tne 4ist
mos £
vould, for the'rea * Practical and convenient method ©

SOns outlineq in to merge
aTTangements for distributin Paragraph 6.3, be
diatrihxtmg

is4
g

or
€ assigned revenues with those
o some sopt

&rant ang T
& o distribyte the combined amount 8°%°
of needs assessment,
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2 system

. i er to make than those

Ry ad : N

ot 255187 ttle more than the present

sor any o% exchequer grant should be needed.
nts

rrengemer

art

fATRNESS

of th ystem would depend on the distribution
_ . The fairness of the system S
9.8 tional tax or taxes which yielded the revenues to be
ra navloNs e St S5
of the The local effects would be no more nor less fair than
he local
the national tax or taxes concerned.

assigned.
those of

C0ST OF ADMINISTRATION
6.9 Costs would be negligible compared to those of other options.
PERCEPTIBILITY AND ACCOUNTABILITY

6.10 The substitution of assigned revenues for domestic rate income
would break the present link of accountability between authorities
and their electors. The system would not be at all perceptible
locally because there would be no separate collection of local
Teévenues from those who now pay domestic rates. Local authorities
¥ould no longer have the discipline of accounting to electors for a
fate poundage that they set in order to determine the amount of
erenue that they raised from domestic sources. Their freedom
¥ decide on the standard of local services to be provided, and
e their "esponsibility to local people for the level of those
i ices, Would also be affected. Such changes would be likely to
t;:dlto Pressure for central government to seek more contizie:ver

» t;\erel of services provided by individual local au:oz‘ﬂatioual
Heq) degree of value for money they represented. e sy
COnSutuzf'Vice is an example of a servicewhichise];urfdx;mb;en

"Ucheq O:Onal Significance of these effects has alre

i paragraph 6.5,
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assigned revenues would be administratively

FINANCIAL CONTROL 4 system of +o run than a new local tax, These

6,1 heaper *° - ¢

b c ac

1 Assigned revenues would allow local authorities % sim,},ler and ey assigned revenues a claim to serious consideration, BRut

& ing year on the basis of a definite figq, " bugg, 47anteEes pe less flexitle for local autharities than the present system of
S C?ml : Z time beforehand. On the other hande Waich ;e SY“emwoum 1t would also very significantly reduce the extent
be known in goo . s » the g HC'TAYES: ies were aeanTD to local people for
£ tral government to influence the amount of assigy does al authorities
oEsceR y 4 &d re pich 1oca- 3 d would change the relationship between
payable from year to year would in practice make revenye 10 W o they raised, an

unpredictable for more than one year ahead.

6.12 There would also be problems for authorities if theip
income from assigned revenues and other exchequer Sources 3
short of the levels which had been budgetted for, Because
replacing domestic rates with assigned revenues would redyce 1
freedom of authorities to increase their revenue such shorts;
would be more difficult to make up. If authorities! freedon
decide the level of revenue to be raised through non-domestic
rates were also to be constrained in some way as discussed in
paragraph 6.5, authorities could conceivably find themselves yitf
any means of making up such shortfalls.

el

FISCAL DIMENSIONS

6.13 Whilst this option would not involve the levying

of separate local taxation, it would require a
corresponding increase in other taxes to make good from
central revenues the ¥ield now provided by domestic rates.

SUITABILITY FOR ALL TIERS OF LOCAL GOVERNMENT

6.14 Provided that central assessment of local spending needs

could be satisfactorily taken down to district level, a SY*
of assigned Provide a source of revenue for clm:;
government. It would leave paﬂ:: ~\'s.'w
€8 Without an independent source of revenu®s "

and so
Nasib:;i::he:u:eam of financing then would have to be fa“’c‘o

would be ity
in Vales to e for parishes in England and commun

T

of
finan jers

local governmen ced by grant from one or both main *©

CONFIDENTTAL

spe Teveny 1ocal government in a way which would raise
central and 1 issues which went wider than questions of finance
jtutiona
;oustlfu

alone.
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7
T gANTS TO LOCAL AUTHORITIES

sted in Chapter 1 (paragraph 1.12) Exchequer grents from
i As zovernment currently provide local authorities in England
@t " itn more. than half their income (£ bn, out of

Wales on in 1981/82.
)
Wﬁé
some of the total of Exchequer grants is paid in the form of

T ‘_’ grents to support expenditure by local authorities on
syecij:;ar.services' Such grants typically involve a fairly close
i:::ee of central government involvement and oversight of the
sarticular programmes on which the money is spent. The police
.grmt administered by the Home Office and the urban programme
grant administered by the Department of the Environment are two
examplesof such grants. For the purposes of this Green Paper it
is assumed that the reasons for existing specific grants would not
in general be affected by a change to a new tax base for local
government, and that they can therefore be assumed to continue
essentially unchanged. It might however be appropriate to consider
dmre extensive use of hypothecated grants, particularly if a
lov-yielding tax such as poll tax were adopted in place of rates.
%e possibility which might merit further consideration would be the
*-introduction of a general grant in support of education. Clearly
::zb:z @ number of forms which this could take. The main

tles are examined in Annex B.

Rat, Sy Dort Grant

13 Th
‘-‘vereg:ajor Part of Exchequer support to local government is
Ven

for e Suppo 12 the form of an unhypotheticated rate support grant
ot mnt“ °f local authority expenditure in general. Rate

A e oOUDY Tor bn out of the total of £ o

Weseng 5, 1 °F gTants in 1981/82. Rate Support grent in its

iy it ™ ig intricately interwoven with the rating system, and

n‘te“ary to ® In the local tax base would therefore make it

Teview this grant systen,

A
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7.4 The present rate support grent system serves . vagy
purposes:
(1) Transferring a major part of the cost of
local authority services from rates onto the wid
equitable range of national taxes which are drg
finance the rate support grant (along with alj
government expenditure);

(ii) Egualising the cost to ratepayers of Teceiving .
similar standard of local authority service in 42 fepens

Proyiy

dn
er ang oy,
W on %5

Other gone

areas;

(iii) Enabling central government to

level of local authority expenditure while ma:l.n‘ca:).ngmg the
freedom of individual authorities to make their own budget
decisions, and to decide priorities between services,

influence the genera)

In considering the need for a new grant system to support a nex
local tax base it would be necessary to consider how each of thess
three objectives of the present grant system might feature inth
new situation, In addition it would be necessary to consider ho
2 grant system might assist in partially overcoming some of the

problens identified in relation to some of the possible altemetlt
taxes, notably

(1v)  lumpiness;
(v) unpredictability of yield; and
(vi)

how a grant system would work in a system with % ®
one local tax,

SCOTLAND

7.5 Although the details
aigniﬁcantly from that in
and is achieveq by pursuin,
needs ang Tesources up to

local taxation system in g
broadly similar +o those

o
of the present system in Scotland dire
England and Wales, the aim is th® 5:&
€ 2 similar principle of equalisi®é ",
accepted standards. Introductiod i
cotland would entail grant conside™®

applicable to England and Walese

“

TTa_,lsfef‘fm .+ would be necessary to continue to transfer a major
L other 1vt of local serv from local to central government
;a of tbedCZ: the capacity of the new local tax or taxes to
would gepen D acceptable and equitable way, A poll tax
enefate inc Leficiently equitable to provide more than a small

¢ not Pe S| ome needed by local government. It would be
sart of thioi:znside" wnether it would be advisable to raise
.ecessafy
;Chequer grant iihor"’“ies from taking resources into account when
cushion 1c>Caha L“Ae;sio“s, But in principle it may be that
saking expenditure eC

local income tax or a local sales tax would be capable of
gither 2

. sufficient local revenue to make it unnecessary to have
producing

2 large Exchequer grant.

1+

7 In reaching a decision on this it would however be necessary

i central Government was continuing to draw on

the same tax base. For example, to make room for a local income tax
levied at an average of say /IOp/ and producing £ tn for

local government, it would no doubt be necessary to reduce the

level of national income tax, which would raise much larger

questions about the Govermment's overall fiscal strategy.

7
o consider how far

Equalisation

T8 Different local authorities face different problems, and their

ireas and populations have different characteristics and different

eds. The cost per head of population of providing a similar level

¥ service therefore varies between local authority areas. The

% of different local authority areas measured in ::lms of

Sy h.a Value per head of population also vary substantially.
-~ Governments since the war have considered it right to

Com)
e authorities for these differences by means of
Chequep grant,

it

suZh dj_:rfom of the grant, and the extent of the compensati:n for

ooy merences has been changed several times, The presen -

equ % introduced in 1981, is intended to provide virtually
o between authorities in respect both of differing

£ differing resources. As did the system it replaced,

hEeds

CONFIDENTIAL
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it aims to do this by distributing grant in such a o
local authorities are able to provide similar Sta“dards
by levying 2 sipilar rate in the pound.

thay

s Sery,

7.10 The introduction of a new tax base cannot altep the ¢
that the cost per head of providing similar standarqg 85 seic.
vary between authorities. Moreover, it is virtually ce"tai;lliu
whatever new tax or taxes are chosen there will stijy 5 Siwu
differences between the resources per head of authoritieg a:
measured in terms of ?he tax base for the new tax (eg the e
income per head of the residents of each local authority are;i
Local Income Tax were adopted). There is therefore likely 4, b:
a continuing case for equalising needs and resources under i
local tax system.

7.11 The present block grant system provides a mechanism fop
achieving this kind of equalisation in conjunction with rates, .
essential feature of this system is the rate poundage schedule F
which lays down a tariff of the "grant-related rate poundages" i
an authority is assumed to levy in order to provide any particul:
level of services. The amount of block grant to be paid is then
determined as being the difference between the total expenditure
of an authority, and the amount assumed to be raised locally by &

levy of the notional "grant-related poundage™" for that level of
expenditure,

7.12 Exchequer grant is a convenient means of achieving
equalisation, It is not however essential, In theory it s
equally easy to achieve equalisation by means of a rate pocl &
equalisation scheme without any central grant. Under such # 4
high resources or low need authorities would have to contritd®
some of their local revenue
to low resources or hi
would be essent
difficulty in
to the pool o

to a central pool for redistri‘nutic:
gh need areas, The calculations ol
ially similar, though there might possibly “‘:’f
Practice in persuading the authorities contrit
£ the equity of the arrangements.

[0 4 wg ve BCHLS ¢ 1 i
_4nci? ok grant distributed on equalising principles, or
o .op DLO g Lk B
nequeé of @ revenué pooling or sharing arrangement.

ans

by ®°
R Local Authority Expenditure

as 8 ===
aant a
(re ot e to manage the national economy and the

n O
7.k it central Government needs means of

£ public €.

1s 0%

jevels sing the overall level local authority current expenditure.
encir

influ Lege time however successive Government have wanted local

At the

thorities to have a wide measure of independence and local
au e
autonomy OVer

their own electorates

their 1

to

ral
rather than to central government.

7.15 An unhypothecaced grant has for a number of years provided
the means of reconciling these objectives. The level at which
the grant is set, and the way in which it is distributed, can exert
2 considerable influence on the general level of local authority
expenditure, This has been enhanced by the new block grant system
which enables central govermment to exert greater pressure on
high levels of spending by making each increment of "high"
exenditure more expensive for local authorities in terms of the
rate poundage they must levy to pay for it., This is not suggest
tat block grant is a control system. Individual authorities
i‘Emain free to determine their own level of expenditure, provided
ey are prepared to levy the necessary rates; and they have
:;‘:ietf freedom to determine their own priorities as between
different services,

716 Under

% 3 new structure of local taxes, it should in principle

o
e Possible for central government to use a block grant system
similar degree of general influence over the level of

a
rr“th""ity SPending while leaving individual authorities with

Terna:
L

’Xel‘cise a
0ca)

:dcm OVer their own expenditure decisions and priorities.
. anVely, if it were decided to reduce or eliminate Exchequer
U mm; revenue-polling arrangement for equalisation,
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+pe revenue pooling system could D6 8% UD IR Such & e
exert a similar degree of pressure on high‘SDending;
achieved by neking high-spending authorities contrypy, *

r each additional increment of expenditure than locre 3
et

3"astQ

pool fo
authorities.

Lumpiness

7.17 The lumpiness of some of the alternative sourceg of
revenue has been identified as a problem in previous Chaptep
(paragrephs 2.15-2.18, 3.19, 4.7 and 4.14). In the cage of : g
tax for example the average rate might initially ve 5% ppcr 2
and for practical reasons the tax might be variable in St“‘;rg 4
smaller than 1%, so that the authority's revenue from the tax‘
would change by 20% at a time., It would be possible to Use a b
grant system to overcome this problem but only at the price of
distorting the equalisation objective to some extent, This woulg i
achieved in the block grant calculations by assuming a notional
sales tax of say 5% for all levels of expenditure from an initia
level up to an expenditure level 20% higher, when the notional i
rate would go up to 6%. Throughout each step of this 20% exp
increase, block grant would increase progressively to take up
full extra cost, but would actually reduce again when expenditue
actually reached the level at which the notional tax rate moved
up to 6%, In this way the authority would be assured of a st
increasing revenue as its expenditure increased. But the
equalisation objective would be seriously distorted, and the infl¥
of grant on expenditure levels would be perverse in that all

Increases in expenditure in the 20% range discussed would be B
for 100% by the grent,

lc::al

i +
Zala An alternative approach would be to make the block gre"

thec:::ti::s using the assumption for this calculation alone ¥
Preserve thec:::ﬂ VIV i mich smaller steps. This would the:sa.s
1t would probaby u::':e of grant on expenditure. For these ™
BUhority itenls o gy oLy, 0 VOUld Bowever leave UC
Source. They might d:al with the consequences of a lumpy :‘“’Es
2 matter of courge, *his by rumning much larger balance

1ot

ely, it would be possible to overcome this

ltemativ = it ad a package of 1
g A . » sach authority had a package ocal revenue sources
1.+ 1ty if e ' e
s cul 4 at least one that could be varied by small amounts
3 e = SO i
et sactu ts of 3% of the authority's expenditure or £1 per heaq
4 ents ©* o g x
sy 'ncrezlor‘ In a system like this, lumpy taxes might perhaps
jon. lyans
of 70 ulah tulk 'of the income, but more finely-adjustable taxes
e :
qrovide t ae socpe for adjustments at the margin., (Poll tax
b gyIee FEs .
ould P of the less lumpy tax,)
[ oy w4 7ol
WMX
2 paragraph 22 discussed how a tax whose yield could not be
7;9dicted accurately each year could cause local authorities to
p

nigherlevels of balances as ways of guarding against the

geintain i -
ssibility that revenue might, in some years, be lower than
20 y
:xvected. As Chapter 2 explained, it would be possible to avoid

shese effects by using exchequer grant to make good any shortfall
of yield from the predicted levels, This would be a new functionm,
shich the present grant system does not fulfil. 1In practice,

local authorities might receive grant payments, or contributions
from pooling arrangements which not only performed an equalising
fmction, but also compensated for differences between authorities!
taxation and prior estimates of them, There would be difficulties
in such an arrangement, however: these have been discussed in
paregraph 2,14,

Yore than One Local Tax

"2l 4t present, local authorities have only one kind of local tax:

:::S.. Because abolition of domestic rates would make local

Plusozlties dependent on more than one tax - non-domestic retes

Any ex:: Or more new local taxes, for example - the mechanics of

that thi:quex- grant system would have to cater for the complicaticns

“%han would cause, In practice, this would meen that notional
& Tates" would have to be established between the different

s fo
Ly T the purposes of calculating grent. In other words, it

€ Do
t

© necessary fop example, to calculate a level of non-domestic
l_md‘fse which was notionally equivalent to & rate of 1% on the
1% would then be possible for any combination of levels of
€S to be expressed as an equivalent level of a single
ch the grant schedules could be constructed.

ray,
ey
Iferem: +
fainst

ax
whi
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C RATING SYSTEM
one of the possibilities for reform identified in Chapter 2
8.1

B i PAPAT TEL L 2 o Ao
+ing either ineteat. o= e b iy introducing new forms of
re

1ocel taxation.

was the retention of a fairer system of domestic

g2 e rating system has operated in Great Britain since the
S;xteenth century. The £4,700 million which it is estimated
411 be raised by domestic rates during 1981/82 is equivalent to
apout 15% of expenditure incurred by local authorities.
pistorically, rates have provided an acceptable way of raising
revenue for local services, as their survival to the present day
indicates. It is sensible, therefore, to discuss rates against
the seven criteria used for assessing alternative forms of local
taxation so that a reformed domestic rating system may be
considered alongside possible new forms of local revenue.

RACTICABILITY AND COST OF ADMINISTRATION

8.3 The present system of domestic rates is well-established,
quite clearly workable and reasonably well-understood by the
public. Although there are wide variations between areas in
rateable value the tax base is suffficiently large to support
TeVenue requirements. The cost of administering domestic
f‘ates (including rate rebate administration and valuation costs)
1 estimated at £120m in 1981/82 (23% of yield). There is
i::le Scope for avoidance or evasion because rates are a tax
Ae‘_i °n fixed property. There is a great deal of
Mmmstrative experience with the present system and a highly-

d
velopeq body of statute law.

FAIRNES S

x"‘:*:esl’::discussed in Chapter 1, a major criticism.o{c‘ domestic
for thosethat Fhey bear little relationship to ability to pay
s“‘DPlememon middle to high incomes, although rebates and

- ill‘-xstm?bm""ﬁ‘c relate rates to income for the worse off.
. Tative eXamples in[ ]show that there is a wide

ation < :
in r:tln the amounts that households with similar incomes
es,
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that non-householders

4 related point is aTe p

8.5 : g i S
any direct contribution to domestic rateg, o bs . ‘
make ire . Vigadie hous,
nich consists of 2 single person therefore papg the 4 &
= ¥ rmer 5 i i~
th several earmers. Figure 8,3 s

2s a household Wi

mould expect, that
the smaller the proportion of householg

3 +h b £ Sho'.vs’ g
the higher the number of earmgpg ;. &
L

=5 rged in domestic rat
4.7 FoT 2ates

g is eff is noteéliminated L2c0n, e .o slearly v at the beginning of the
by rates. This effect is n nated by rate Tebateg 4 ° e iz1 year. st enants and many private temants
; dmany would argue +ha+ ¢inanci S ‘ ts,
ey b el ! g "‘ ! Mg i '-owevﬂr, pay, ToL88 B8 7e charge with their rent,
1 ; the other hand it has been point % n € = o
inequi table. On th < Pointed oy thas mig means, estic rates are less Perceptible
Thi

: 7 holder hough they may p >
earning non-nousenolders, th “ASy DAY Day 1o rates B some PrAVELFLARETES then

ible to remedy this by

b,
Py to the general taxats 3
te & vaxatio: ieh + = +
do contritu % L e y vi0n which . spsuring were told the zmoum+
i orm loc T7 S main #iy ;
the grants which £ & ¥ Source of ingg, o ates 2s owner-occupisers are at
x @ demand note./ The poundages lsvied

is that the base on wi

ich rates are by each

8.6 A further point
levied is unevenly distributed across the country, and

ptitility and accountability are b

distorts th
in distribut

applicat he principle of equalisation

ing rate support grant. In ensuring the case of rebate recipients, who may ray 2 small

only of rates

. A v those oI Supplemertary Bens:
provide the local

that a similar rate poundage is needed ¢
s

contribution to 2 similar lavel of T0ST cases pay no rates a3t all. As the system is constitused
T imilar level of
do

av present, domestic rates

o
ervices across the % ¥
- ; I course, provide any

Bur ; o}
the tax burden varies from area to area. | 1B e e
rceptibility between ioc

rateable values (and hen LA ST ey or e
Senerais (and heace rates paid by = SoTities and sarming non-householders, who pay mo raves.
T38237 2 lower proportion of net disposable in g
rateabl e ' = J
: eable value in the south east and especially Lomndon. PINANCT AL, CONTROT.
< | . ' e -V

effect is that

variable ] b
e Tocal Tax burden compared to an objectively
and the wide vari

of /255 Miae

the distridution of rate suppor: grent 07
fair

8.8 i - ;
; e yield of rates is predictable and the tax base is
Telatyy ¥ 3 a4
R7ely constans, since rateable values gemerally vary little

ation in rats poundages, by as muck 252
Tates this.
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between revaluations. Poyy

from year to ye&T <o TR dageg -

4 in steps of 0.0lp, so the tax is not Lumpy, O
varie! L

g financial control, therefore
+ of view of ) L

point ith alternative forms of taxation,

* ooy
Testy, .;
compare well ™ fy

FISCAL DIMENSIONS

8.9 Although rates are entirely a local tax,
effect on the degree of freedom that the centray el
keg in dterfiscal golicies. They affect the aggregat, au;t,.
of taxation levied in Great Britain, as a whole, Lo o
having important consequences for the level of total Db,

expenditure. They are also the only tax in thig country ,
specifically to domestic property. These effects are 1.,.; !
the overall balance of the present taxation systenm,

th €Y haye x

SUITABILITY FOR ALL TIERS

8.10 Rates can be levied by county, district and Parish, or
community councils in Ingland and Wales; in Scotland by
regional, district and islands councils.

REFORMS OF THE RATING SYSTEM
8.11 4 mumber of possible reforms of domestic rates which ®e
be capable of being implemented in the short - or mediwm-te®
are listed below. Most of these reforms are ways of achie™
greater faimess in the distribution of the rate burden. C:::
&re Ways of reducing the overall impact on households exd

Temoving technical difficulties associated with the presest
System.

2IinZ non-householders

8.12 A levy on abili:y ]
tovﬂé
e’

18
tl

2l eamers, ratner then limiting i
83 often been proposed as a means of i
o 2dd o fixezidening the rate base. A scheme cOUldh::
™00 had goge i OWE %0 the rate bill for each ROZ~ 1
be relatiye). woome during 4 given period. Since soont
relate tng Y "L it woulg ainogt certainly be iBeff b’
ROt income, thougn consideration ©°

CONFIDENTT
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..y part—-time or occasional work. There could
excludl“g I
0

Lasdibs scope for evasion, which could be difficult

eless ~ . o - ul

geverth A more easily workable version of the Proposal
A I

ter. 5 3
o court a discount for households containing only one

¥ .
4 involve &

pigh
earner”

= thi heme would r i i
5.13 on average; this scheme woul esult in a relative

o in rates for those on lower incomes, but at the

ctio s
rEdu g some anamalles.

A femily with a single
expense

would pay less in rates than another where

earner) i o ; . ;
4+ husbend and wife worked, but where their combined income
poth hus® ,
the same as the single earmers.
was &

offsetting rates agains

8,14 Another means of improving the position of ratepayers
in relation to non-househol

who pay rates. The
personal allowance,

according to actual r

The cost of tax relief in respect of rates would, of course,
have to be made good by an increase in the general level of
taxation.

Zestructuring domestic rate relief

8,'15 It might be possible to make the rating system fairer by
“18ging the form of domestic relief from a flat poundage to a

e
“TPTent basis. Some altermatives are exarined below.

8.16 Adg
aboyy
Woulg
ang .

Scount on rateable values at a rate of £25 would cost
the same as the existing domestic relief in Egland. It
be of mosy benefit to people living in low rated houses

T 8reas witn igH potniEesy

%remction in domestic rate bills of 14% could

CONFIDENTIAL
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replace the poundage discount in Englangd, It Woulq
g e-average poundages. avg,

charging abov

The relief could instead be

B8 A standard hou

standard houses. .
of several well-defined house 1ty
This would be o

pade throughout the country. way or Pay;
.similar amount of relief in respect of Propertieg o si:
quelity wherever they might happen to be in tpe °°\Intz~;\,‘¢
would even out differences in the rateable values o s‘.. it

. 1mi),,
differences Sl
2bi)j,

properties caused by in
of their locations.

percentage reduction
of 14% in Mglend would apply in areas where the Standang
was the same as the nafional average, a 28% reduction am
wiere the standard RV was twice the national average, o,
further possible refinement would be to take account of )
income variations in calculating the extent of relier,

Capital Valuation

the relative desip

The relief could take the forp i
in rate bills, so that the average

X
Q = s 5 b st & X
5.2 ine Layfield Committee recommended that the nexs revals

of domestic property should be carried out on the besis of
capital values, ie sale Prices on the free market, rather
than on the present besis of the rent which the property mi
comand on the free market. Capital valuation would have
advantage of Dlentiful comparators compared with the scar®
evidence availaple of market rentals o;zing £o the declize®
the private Tented sector and the wide influence of re?
coRTol 10 what remaing of 14, Tt is therefor
il?lcult for a housenolder o form ia view.om the,faiTass o
m:d:nih:s::ssmen?' because changes in the renting wk::ed =
B gl u‘;:l:l'lp‘q.or:r.s on which rateable values are asse o
Prices whicy °nal, whereas there is plentiful eVlde’Jcead o
°n the reag "Ould enstle hinm to reach a better infor® A
*fableness of o capital valuation of his 5

8.20 s
"hi ch ﬁpz:uumm for rating purposes of the d°mes::c~.;:¢’:/

8.8 088 *
ComDlete, gty ome 20y hereditaments, would teke s

®F 90 & rentel or capital basis. S92
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o De introduced into the valuation Process. These

Put pave gy S0 that pr i i

¥ roperti
o L -9 “ Properties lying
st 1 ortain Tange ues were allocated the Same
» g certail ; :
i thid s There would inevitably be some

jation 107 I but i
yeluat oy & Scheme, but it could be

soh "JS = 1 5
rough J t this would be a reasonable price to pay in order
grgued 8% 7

uations
t0 achieve valuatio

o le inf tion.
rstandable informa

based on up-to-date and easily

unde

would be the introduction of a
This would involve the valuation
in each district of a very limited number of properties
= representative of broader types of domestic

e properties would be the "beacons": each

A further possib

8.21 5
wpeacon' system.

chosen to be

property.

property in the rating

appropriate "beacon" and would be assigned that beacon's

: Such a system could save time and money,

district would be linked to the most

rateable value.
though it would be even more rough and ready than a system of
banding and would require thorough investigation and analysis
vefore it could be considered feasible.

8.22 Te introduction of capital valuations for the domestic
sector would cause some redistribution of the rate burden
between households. I+ appears likely that the main effect
would be a slight increase in the relative values of both large
and small houses compared with the middle renge of properties.

CONCLUSION

8.23 The Govermmen+t's starting point in publishing this green
PaPer has been that domestic rates should be abolished if a
- Setisfactory alternative form of local revenue can be
foung, The long history of rating, and the consequent high
Z:jree °f experience that has been gained in its operation,
be :?theless constitute potential adventages which should not
p"eplscountecl out of hand. The Government is :r.herefora .
of dzEd ?O consider submissions on the retex.xnt'm of a ::s
altemzsi_clc rating on the same basis as sudmissions on : e
13 "Ve forms of local taxation end finance identifie
S'reen Paper.
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CHAPTER 9
(oN-DOMESTIC RAIES
4 There are some two million non-domestic ratepayers in
: . Rates are pald, not only by private industry and

great Britain f . "1 :
comerce, but also by nationalised industries and undertakings,

entertaimﬂent and recreational concerms, educational, medical and
cultural institutions and many others (including the Crown).
Non-domestic rates will provide an estimated 24% of local government
rate fund revenue in 1981/82, compared with the 16% contributed by
domestic ratepayers and the 60% which will come from exchegquer
sources in one form or another. In cash terms, their estimated
yield is £6,000 million for the current financial year. They thus
make a large and important contribution to the cost of local
services.

9.2 There are various ways in which the abolition of domestic
rates and their replacement by some alternative form of revenue
could have repercussions for non-domestic rates. All of the
alternatives to domestic rates discussed in this green paper involve
changes in the overall national pattern of taxation which, unless
Preventive measures were taken, could result in a shift in the
talance of taxation between those who currently pay domestic rates
and others, including industrial and commercial firms, who pay
lon-domestic rates. In particular, if domestic rates were replaced
:zt::i::: :::znues, or by some oth?r form of local t:x:;::: :ﬁCh
ds - not free to use to increase revenue a
EXp::::_ion' ‘Cher.‘e would be a temptation to finance higher levels of
ure by increasing non-domestic rate poundages.

83
to non,

e scope of this green paper does not extend to alternatives

Ssug ~domestic rates, That is a question which goes bteyond the

It ® Falsed by the possible alternatives to the domestic system.
g Bevertheless be necassary to consider separately whether, in

in‘luang TUn, the national taxation system should continue %o
Qlugy 4

the 1

local tax on non-domestic property; and in waat form
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ght

21t
elt

pay close attentio

°¢ Taiseq,
+ i y Fop .,
the lmpllcatiops 4

3 from Whom,

and

n

i1l

eccvemmenl“‘:;:'eoayers of all the alternatives Propog,
non-do!?les"fe; in particular, the Government ig Conced %o Yy
domesucaf;rgéments should not increase the relative b::ed 3
i:cajf:v' on comperce and industry. Tlen o
V\—;
9.4 It is conceivable that this Ob:eCt%ve could require Sone
constraint to be imposed on the present freedom of local auth

This jg
1ikely because, since the abolition of the so-called Business Vot
in 1969, there has been no direct link of accountability bet\vee:“
local authorities and their industrial and commercial Tatepayes
similar to that which exists between authorities and domestie

ratepayers, who are able to vote in local elections.

+o decide their own non-domestic rate poundages.
to i neir

the o,

CONTROL OF NON-DOMESTIC POUNDAGES

9.5 One possible means of controlling the demands of local
government on commerce and industry through non-domestic rate

be for the
would give

central government to bri
it the power to determin

ng forward legislation wh:
e each year, by order, a sin
national non-domestic rate poundage which would apply equally ©
each local authority in the country.

?'6 This approach would allow the Government to safeguard ¢
interests of non-domestic ratepayers. It would ensure that 10
authorit 2

ties would not b

e able to finance excessively high 1V
of expenditure

. domestic rate bills. When
exchequep g;an: d°Count, as it does in determining the t"":w
¥penditure gy, °f 1ts own expectations about inflation; ¥

Plans of 1gca) government and the revenue Whic® ©

estimateq would
be ole
other sources, , n::ailable to local authorities as @ wh

by increasing non-

1%

the
o

tor, would clearly affect 1:heiv ¥
rating system as a whole & gos?”

non”
* In effect, it would tur®

l
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ax whose collection and use
an assigned revenue, in fact,

ies would be wholly reliant for

ver new form of revenue th.

ey were
continuing system of

that local authorities

in their non-domestic
the lumpiness of another local

Central control

giinon-dones s -
£ dom
reformed/systen lumpy tax would

to include some sort to allow the necessary

have .
compensation to be made
NATIONAL ADMINISTRATION OF NON-DOMESTIC RATES

roviding for non-domestic rates at a
to be collected locally by each
ority, for the national revenue from the

tax to be collected by tral government and redistributed to

2
{

local authorities either the grant system or as an assigned

revenue, The extent e effects of such an arrangement
from those of a system under which a centrally-set poundage
d locally would depend on way in which any exchequer
grant arrangements operated and how far they resulted in a

redistribution of resources between authorities.

fiered
il

was levie +he

the

LINKAGE oF NON-DOMESTIC RATES WITH LOCAL TAX RATES

9.8

t It might also be possible to preserve a fair balance between
e in

terests of non-domestic ratepayers and those of domestic
YeTS, who would pay any new local tax or taxes by linking

Ron~g, x
Tateg eStic rate poundages in some way with the new local tax

Tatepa

9.9
than ™is would ve more complicated and administratively difficult
Ie dij_ti‘ther of the possibilities discussed in paragraphs 9.5 = 9.7.

S taxes were chosen to provide revenue in place of

S for the different tiers of local government, for

erent
Q §
mestlc rate
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2 linkage was thought desirable, then o

mple, and
exampie, e type and rate of tax

o be linked to th
for example, that counties were given a loca)
a poll tax, and that both tierg cont
S hmestic rates. In this situation, the rate Poung
ties levied would have to be linked to their rates

leyies A
Vied py Sacy

:ntw

Saleg
s 24
10ueq to 3

2es 1,

have t
Assume,
and the districts

coun : ; " of sq)
and the poundages that the districts levied woulg have 1, . les ¢,
separately linked to their poll tax rates. Complicated lin:

agey

of this sort would be feasible, but would require a difgyey
) 1ff o+
judgement by central government on the appropriate balance ‘L
A 2 L0 b
established between non-domestic poundages and the levels of 3
of

th,
different taxes at the different tiers. 28

9.10 Such linkages would obviously also bring considerable 1
difficulties. The new local tax - local sales or income tax,
example - might be buoyant, while non-domestic rates are not, Ty
j«ould make pericdic adjustments to the linkage necessary, per‘na;-
Oy means of indexing, .

911 Also, if the new local tax were lumpy - sales tax, for
EZ:iiy-lthen ; :if‘ect linkage would make non-domestic rates
the two scuru:z:.of is might be overcome by allowing the ratioof
rather than beip ;vveme to vary within a stipulated range,
the protection t:atl:;d a?SOJ_ute]_y’ but that in turn could reduc
DPecause the levels of i e save to non-domestic z-atepayers=“
Would be tempting g the lumpy tax could not often be changed
T local authorities to use non-domestic rz¥

as far as possi -.
o mghi bs;.ble to make any marginal adjustments to their &%
e necessary frop year to year

RE:
IM’RODUCTION OF THE BUSINESS VOTE

ontrols on
d business

(18
"

Ron-domestic rate poundages 5 2; o
1s arrang,, Vote, which was abolished iP 130':; #
non‘r“ids TNt was not really a business of
area whe ential vote exercised by the G et
7° he was not 3 resigent, Incorport

1t wag a
Tty T
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£ tes. t 1
,s did mot have vote t 1s argued, however, that

ppal* . n might ma 1
’ofr.gnchlsmg pusinesses g ake local authorities accountable
£ i rcial co ity 1
en- 5, industrial and comme AL community in their areas in the
to ¥ bl

as they are accoun

o
g e at present to domestic ratepayers,
sam 1e to vote in local elections. The difficulties of

ho 2 p el ote i
v s1ding for a business vote in a way which could produce a real
o) Lodses PR wer v
p s accountability, however, would be daunting. This would
deg 5 3 er $
+icularly true if it were desired to find ways of enfranchising

be Par i
e ipdustrial and commercial concerns and retail chains which
- o P

say have interests very widely spread over the areas of many local
authorities. ion business ratepayers in England
and Wales , only 150,000 were entitled to vote before 1969. The

view of the present Government has therefore been that the

0f the two mi

interests of business ratepayers can be more effectively represented
to local authorities through the influence that central government
itself brings to bear on local government's revenues and expenditure
levels and through direct representations to local authorities by
individual firms and representative bodies than through a business

vote.

OTHER FORMS OF RELIEF FOR NON-DOMESTIC RATEPAYERS

9.13 Over the last two years the Government has received a number
of pressing representations from industry and commerce arguing for
& reduction of the burden imposed on them by non-domestic rates,
::::hiin som? cases may be substantial. It has been suggested
certa;:d‘ftrla} property should be derated, as it has been at
Altemat?mes in the past, and as agriculture is at present. ’
Shoulg blVEIy’ .it has been suggested that a measure of rate relief
Similap € Provided for non-domestic ratepayers by means of a
Present arrangement to that under which relief is provided at
Telies s;n the domestic sector. It has been suggested that this
Premises uld apply either generally or, more specifically, to

» Plant and machinery which have been temporarily

n
mchbal .
1ed" owing to reduced production.

. i
= ’ " 5 {
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+ he Government not decided tg 4
ernment has not de
To date, the G vod o

g.14 De-rating of industry would meap A

these measures.

i on
change in the © h ices f whid t
g f the local services from which they ye

B st o
towards the co B et +5
sten substantially. All of the measures mentioneq above
of

o
Jead to decreases in local revenues which,
lead , b

re not made goed from national taxation,
we

DduCe B

0,

A . X’lsid
tribution that firms make T-hl‘cugh ars ep

)
+ Wou),
to the eXtent 4

thay
would fajy on tp,
domestic sector. The Government will nevertheless keep
omesti A

dep
the contribution that industry and commerce make througy Pateg 4
the cost of local services, and does not rule out the Dossih b

of measures to reduce that contribution if it should becone
essential to do so.

A NON-DOMESTIC REVALUATION
there is no prospect that
9.15 Since/the non-domestic rating system will be Teplaced by
mediate future, it is necessary to consider a revaluation of the

rate
base. The last revaluation took place in

in 1973 in England and j
and in 1978 in Scotland: since then there have been some quite

large changes in the relative values of some categories of
non-domestic property.

The effect of these changes is that some
categories of non-domestic ratepayer are paying larger rate bills

than would be the case if the values of all non-domestic propert
were brought up to date, Effectively those ratepayers subsidise
other categories of non-domest
Present-day values, be higher,
revaluation of non-

Iollowing broad efs

ic ratepayer whose burden would, &
S 3 that ¢
Present indications suggest ®

domestic property might possibly produce tie
ects:~

(1) Substantially reduced comparative rate burdens £

T larger, older, labour-intensive factories %
Midlands ang the North;

older Steelworks,

(G )
lightly reduceq comparative rate burdens IOf:

Dewer, Steelworks;

loca) shops;

ne
older Officeg Hn¥some oitiss outside Londo®
6

CONFIDENTT ;.

forms of taxation i

comparative rate burdens for:
new offices

in more prosperous Centres;

tates.

tially increased comparative rate burdens for:

- shops in primary locations; and

- modern oil refineries.

cations must, however, be treated with caution, as it
possible to forecast the effects of a revaluation with

would not be possiblie

one was well under way.

9.16 The argument for a non-domestic revaluation is simply that it
would make the tax base fairer by eliminating the degree of
cross-subsidisation that has crept in because of relative changes

in the values of some categories of property since the last

other hand, a revaluation would involve

revaluation in 1973. On the e
st: the Inland Revenue's Valuation Office alone

a substantial co
would require additional staff in order to carry it
There
S < =
would, of course, also be consequential administrative costs for

out as staff numbers have reduced substantially since 1979.
rating authorities. The Government is considering whether these
additional costs would be Justified in order to rectify the present
degree of distortion in the tax base. In order to carry out a
f*¥aluation which would take effect from 1 April 1985, it would be

'88ssary for the Government to reach a decision very shortly.

i 9.164 SCOTTISH PROPOSALS - presently the subject to Ministerial
correspcndence. 7

9.17

i It would almost certainly be impossible to replace domestic
ateg 5

5 a new System of local taxation before 1 April 1S985. 5
the Tr the revaluation of non-demestic prop?rty would :::e::;:ct
sectoilative rate burdens borne by the domestic and mm—ma g
2 pa; *+ The powers under which the Secretary of State may .
iy Tevaluation (that is, in this instance, a revaluation
ncn\domestic' but not of domestic, property) to be carried out

g5

Howeyg
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blige him to pmake an order prescribing a "mUltiplieru (HAPTER 10
obld 20 AL h
uld be to preserve chagratiownich obtadnedibenysy the %% g,
ou ¢ ) 3 \RGES
W +ion between the aggregate of the valueg of ty 4 AND CHARG
PRl d been revalued and thos 08¢ oy 7
£ property which had O = RRRSWR Chi i e, +TON OF RENTS, FEES AND OTHER CHAR
Gk revaluation of non-domestic prop RoSih 2 CONTRIBUTION &5 ’ 1ARGES
other words, @ I'€ rloperty Which . O THE
: domestic rating syster { * ook
i [ Z Yt s Bt in / A number of local authority services are expected to be
j i of the present ; 3 - : &
existence would not shift any : I nt proportlonal b 10.1 ced primarily from charges. These are the Trading Services
i i to non-domestic rat r . i :
of rates from domestic onto t epayers op Vicely, ,1@2 account for about 23% of gross spending. They include
gy, whic

qublic passenger transport, local authorityports and aerodromes,
civic halls and theetres, and a number of other services. Sales,

sees and charges Wi thin the trading services yielded £(400)m in

1979/80, covering (65)% of costs. A

10.2 The largest single source of revenue from charges is local
authority housing rents. In 1979/80 rents totalled £(1,400)m, l
and covered (38)% of local authorities' current expenditure on

housing. Central Government subsidies and grants contributed 43%.

The proportion of authorities' costs met by rents is, however,

rising following changes in the subsidy system which have the

effect of concentrating Government assistance where it is:n_;zstf-'ngeded.

10.3 The bulk of local authority services is financed primarily
by central and local taxes. These are referred to as the Rate
Pud Services. In 1979/80 they cost £(21,000)m, epproximately 83%
of gross local authority spending. Sales, fees and charges
vielded £1,700 m and covered 8 % of costs. The main sources

of revenue were fees for adult and further education, school meals
and milk, ang charges for personal social services.

1o, 4 3 E
..0 4 e contribution made to the total cost of local services
W-8ll fees, rents,. salssianiicl an charges is similar at present

to ;
0 that made by qomestic rates, amounting to 14% of gross spending
2 1979/80,

HE 45
FCULENTS FOR AN EXTENSION OF CHARGING

10,5
loc It has been suggested that charging for a wider range of
authority services, or increasing the levels of existing

chap, .
888, coulg Provide some or all of the revenue currently raised

b

&
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ates. The main argument for fina'nCing a

vion of local suthOTity spending from changeg { 1ghe,
i = ot ;

prOPOT"e‘ke users pay & ERNE C T Titution e the

d o e than they do at present,

by domestic T

A8t ¢
Cost 2
Woul LU 01‘ t]'\
services they consul b ; There 34 al )
ent that en increased level of charging woyyg Relp % o
that : ; 5

e.rgw:e efficient use of resources by relatin

a mo =

a
; .g the prm’isi% o i

services to the prices that users were willing t4 Pay £or thm
leg,

10. Many local suthorities services have featureg whi

- °h may,
either impracticable or inefficient to try to charge ¢, e

i 4 4 NSuneng ]
the economic cost of the services that they consume, gy, b
to a considerable extent in the case of services such gg the =y

clesning and lighting of streets, highways, the Provision of
public open space and the police and fire services, Whaich are 4
provided by the commmity for the public good. Although it i,
possible to charge users for some of the functions that the Police
perforn, for example, it is hard to imagine how charges coulé be'
made for the whole range of their activities,
prevention and prosecution of crime.
achieve this would be so cumbersome, and the logic of its operatin
would be so far from evident, that it would be unrealistic and
\‘meconomic to try to devise one.

including the
Any system which sought %

10, Other local Services,
charges for them would be le
redistributive: that is,
delibera.tely Prevents
cost. Charging consum
would often defeat the
themselveg, The publie
Very largely Tedistri
are made for Some partg
economi o
Tesponsibil
the age o 1
Tinanceg

though the mechanics of systems of
SS problematical, are intended to b
they are financed in a way which .
the worse off from having to bear their fd—-
TS the full economic costs of these ser
redistributive intention of the servifiles
financing of education, for example, **
butive in jtg intentions, though chargesle!‘
of the service (school meals, for e¥%°
* education, combined with a StaWIT
S % send their children to school upm
ess well—of:r i J:'"‘POSe an intolerable Strmc;:rs”
Tespect of - Similarly, elthous? jces °
for examy SOme of the personal social S€TV g a8
be defea.t.:i:he Purpose of the social sem::covered
larigg oy mgmtheir full economic cost was
of charges,

charges £,
ty on Darent

6§, coulg cle
of 1

home helpg,
Whole woulq

from bmefic:,

SONFIDENDY 47,

law and order, highways, and the

g Education,
10 S
rvices TO

sOcial i nd

e fund expenc=

charging: ion of the revenue currently raised through

roporti
jmificant prop 1
a sign®* ith an extended system of fees and charges.
tic rates with an
domes

vertheless there are, particularly within local
ke a number of individual services where
The Government

10.9 :
environmental services,

may have a very considerable role to play.
e 1y received a report from consultants about charging
. shows, -f the sample of authorities considered
that there is room for very substantial
Not only do some authorities not seem

in this area which
is representative,

i ractice.
i:p;:::m:n;oll.zci in relation to charging at all, but many of
those that have ignore major questions which should be talfen
into account, such as the true financial cost of uneconomz.c.
charging, the wishes and needs of the clientele of th‘a service
and the effect on the service as a whole of indiscriminate
subsidisation. The Govermment will be discussing this report
with the local authority associations shortly.
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c}iAPTER 11

OF NEW LOCAL TAXES
(oBATIoN =

5 they have been discussed individually in this green

1 Th;:gﬁve main possible sources of local revenue identified -
t s '1ocal income tax, poll tax, assigned revenues and

med domestic rating system - can be treated as components
arefozould pe fitted together,along with non-domestic rates, in
"!hickr‘ae pumber of combinations to produce a range of local taxation
zyzi;ﬂs which would have very different emphases and characteristics.
The variables which would have to be taken into account in building
ystem vhich depended on more than one local tax are:

paper.
10031 sales

up @ S

- different tiers of local government;

- different local taxes;

- different models of each local tax;

- different quantities of exchequer grant; and

- the continued existence of a (modified or unmodified)
system of domestic rates.

1.2 The number of possible permutations is very large, and it
¥ould not be practical for this green paper to try to identify

and discuss them all.,

W THE TAXES MIGHT BE COMBINED

o the major candidates for a new local tax has
& overa)y which affect the way in which it could fit into
8 Dossiblstmcme of local revenues. The merits of some of
¢ combinations are set out in the table and discussed
farlye a on which the individual taxes were assessed
¥ chapters in the remainder of this chapter.

chaI‘a"tel‘istics

!
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YED
s for Replacing
uplE  Examples of Schemes for Heplacing Domegy, Ra
Co,
(A) SALES TAX g
Poll tax for di
s tax for counties = Stricy
(1) iiéescottish regions boroughs and parishess,
tax and poll tax Assigned revenue fp
(2) §§§e§omties ced sales tax and poll tgy
Scottish regions for districts ang
. borqughs. Poll tax for
parishes
(B) INCOME TAX
(3) In come tax for counties, Scottish regions,
boroughs and all districts
(4)  Income tax for major Poll tax for minor
1s:;iaenders (shire coun- spenders (districts and
Loreusi’ met districts, met counties)
Scotggsgoig‘éfhs') and parishes
ons
(5) igﬁoz: tax and poll tax Poll tax for minor
Jor spenders spender and parishes
(©) g
POLL TAX
(6) Po11 tay £
: Or counties Scottish regions boroughs,
(7) e and parishes i :
T Poll tax
by hisheraie\lrgvlvsrates for all tiers, augmented
assigneq I‘eVenueSOf Rate Support Grant or by
Note: For A
. ach of ther &7y
Poundages o ese schemes p, tes (ed o
g a on-domestic ra taxed)
g.in:gﬂra 2d) wopuﬁ“gages linked with the rates of °"h§§ntv @
ict tiepg, °ntinue to be available to both ©

: e

Lavtie),
tax p3cold
T emu.. ra

S pro T major
for Sccttggxsfd for ejtne

omesty rate
5
o could

teels

islang tier

be retained as an alternat ase
o d solution was one D

Preferre 0
Sbenders apg rating alone £Or

S authorities

elsewhere could gener2

nY

to PO
tve 100w
ther’
be *

iy
i

1 only by English and Welsh counties

b and it would be a lump y tax,

i geet further tax in order to make

Co\mtlei ! listricts and London boroughs
ina locat separ

marfd pave to be allocated a separate tax.

Wou

These conditions would create difficulties for any schemes
US a sales Since the metropolitan counties are
involvliile for much lower levels of expenditure than shire
reSP::S they could manage with a relatively low rate of sales .
z:xu.n 'm; yield of sales tax in shire counties close to metro-
politan areas would therefore tend to be low and difficult to
predict, since goods subject to the tax could be bought at lower
prices in neighbouring areas. Furthermore, a combination of
revenues which required counties to rely on cales tax could tend
to be confusing for local people, since these differences in tax
rates would reflect not only decisions taken by authorities about
the level of services to be provided, but also differences in the
services for which shire and metropolitan authorities are statutorily
responsible,

taxX.

6 To avoid this problem it may be possible to arrange for both
Rjor tiers of local government to receive a share of sales tax

Hthough 1t would be collected only by the counties. If so, there

"4 need o be a formula determining how much of the sales tax

Z:::iue Sho‘u]_d be allocated to districts or boroughs within each
Mgh;jbind f‘~°w it should be shared out between them. The allocation
standar; related to each district's desired spending level, or to a ;
: assessment of need to spend (such as the grant related expendi-
SSMent used for block grant) or to the estimated yield of

o 'Ches:xmiz the district, However, there would be objections to any
% hoy, any i ads oF distributing the tax, and pratical problems as
Herg, ¥ shortfall in expected yield would be shared between the

Wre azee

Saleg ¢
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terms of practicability, therefore, thepg a
In

e
M7 par a 8168 tax would work if shared betwaey b doubtS .
b v’:e:e‘ie to be a source of revenue for countjeg only tier:.
ifi

re badly against the criteria of acco‘m’cabui; Be ¢,
v ates of tax would be quite different in pe Y
sirllce t?;:- Either version of a sales tax scheme y,
;:;z;: sax 4o be available to both tiers - perhapg

0ssibly, F ERl
:i:t:; 5ou1d be .more difficult j..n relation to saleg ta;i(n:::;ai
or poll taxes owning to its lumpiness and unpredictability of
For the reasons given in paragraph 3.8, it is not possip, 45
the cost of schemssincluding a sales tax precisely at thig sLaE\
If it were decided to pursue these schemes further sope qQuant
would clearly be necessary before any final decisiop could e 4y,
however. Nevertheless, it is clear from preliminary examinatio,
that sales tax schemes, because they would probably have to dnely,
poll tax or scme other non-lumpy revenue, would cost more tha
domestic rating does at present. The cost would vary with the
method of running the sales tax: a poll tax and a sales taxmm
independently of the VAT system would be particularly expensiv.

By
tropo N

ulq ’equi,:
1thep P
domestic rates at a reduced level, R

INCOME TAX SCHEMES.

11.8 A local income tax integrated with the existing nationl 4
tax system would be suitable for the major spending authorities"
shire counties, metropolitan districts, London Boroughs and 5%
regions.and islands, Since the services provided by these amic-
ties are of the same order of magnitude, differences in im0 ®
¥ould largely reflect the level of services provided. 4 this T’/
of income tay would be somewhat lumpy, it would have to be, S0

: jtner ©
:yax further source of revenue for the major spendersj i 1
or domestic rates a;

rel
authoritjeg hi R ek A Thesqnﬂ"i
- shire gi5 s
U5tricts - wonld peeq tricts, metropolitan counties & %

to have access to poll tax of 49%

rates
» as welq. as non-domestice rates.
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_bined scheme involving local income tax integrated

X A co ok national system plus poll tax or rates would
the presntial to replace the present yield of domestic

Ad;:zistrative cost would be high, however, since two

rates: +axes would be involved - about £110m, together with

eV 10cal amount in additional costs to employers arising from

2 similaI‘PAYE at different rates for employees living in differ—
pand1ing B Perceptibility, financial control and fairmess
ent t2X &

pave been giscussed in Chapter 4.

The other versions of local income tax could be made
11.1.2“19 to both main tiers of local government, and so have
::ladvantage that they could stand on their own as a
replacement for domestic rates. Since they are not lumpy,
they could work in combination with non-domestic rates set at
either a fixed or variable poundage. There would remain the
problem of how parishes would raise their revenue if neither
domestic rates nor poll tax were available,

11,11 It would be feasible for any of the alternative versions of
local income tax to be combined with poll tax or domestic rates

if it were decided that they should not be used as a complete
alternative to domestic rating. It would be possible for a

Scheme similar to that discussed in paragraphs 11.14-11.15 to be

imlemented, or different revenue sources could be assigned to
Giferent tiers, so that the major spenders would levy income
X and the minor spenders, plus parish councils, have access

t1ther £0 poll tax or possibly to a reformed system of domestic

Tates,

",
ﬂepl:d The degree of perceptibility of local income tax would
on

Systen op whether separate assessment was carr:l:ed out by

CONFIDENTIAL

Whether its collection was integrated in the national
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local authorities. In the latter case, i the
only by one tier of authorities, it would be difax
taxpayer to identify separately to himsels the rrl
demands of county and district authoritieg, Sin

Jocal electors would not be income tax Payers, , € S0,
in addition to local income tax would teng X ens:cond;
accountability to the electorate as a whole, € oy,

Verg
ey,
ESpemh‘ Y
o 8

11.13 From the point of view of financial contray .
of a predictable form of revenue such as pol)l o o; ae.-s.é
system of domestic rates would be preferable to reliancm:z
income tax alome. Such a combination would alsg Py ae
impact on central government's freedom to set appropriat?
national rates of tax, since the local income tax rate . y
hence the overall national level of taxation of incomes .y
be correspondingly lower. )

POLL TAX SCHEMES

11,14 The use of poll tax as an adjunct to a local seles:
income tax has been discussed earlier in this chapter, i
poll  tax could also provide a major source of revemue il
oWn right. It could either be introduced as a complete
replacement for domestic rates, perhaps in conjunctios V¥
::::e ::Ste“? or it could be levied at a relatively ™
mie;ed :e g3p being made up by additional Exchequer 5":“
SR venues. In either case, all tiers of locZ
given access to poll tax.

11,15 b
Cbaptex-me characteristics of a poll tax were discussedaddei’
R 5 In the context of this Annex, it should ol
°°mbi.na:1rates Were to be replaced by a 1ow-level P°1z wsﬂa
% With an increased level of exchequer &

CONFIDENTIAL

CONFIDENTIAL

10ss of accountability. A scheme of this sort would

gangeT of increasing the overall contribution of industry
the roe to the cost of local services through the national
moe.

£ the grant or assigned revenues were financed from

obvious

aﬂd co!
3
system
£ ExchequeT
g continue for the immediate future). These criticisms
apply if the poll tax were operated in conjunction

formed domestic rating system rather than with grant or

2 revenues.
a
gener

in chapter
yould not
yith a T®

assigned revenues.

CONCLUSION

1,6 It is clear that either

a local income tax (unless integrated with the present national

tax éystem) or poll tax could be used on their own as replacements
for domestic rates. Sales tax, however, could almost certainly not
function without the aid of a secondary source of revenue and it
night also be considered desirable to combine a local income

tax with either poll tax or domestic rates retained at a lower

level of yield.

CONFIDENTIAL
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ND DISTRIBUTIONAL EFFECTS
g FISCAL Al
SOME

discussed various general conseguences for central and
local government and individual and corporate taxpayers
of replacing the present system with alternative

revenues;

- 1looked at the more promising alternatives individually and
in some detail; and

- examined how far the individual alternatives could stand
on their own and how far they would have to be combined
with other forms of revenue or local taxation to produce
the income currently yielded by domestic rating.

This final chapter compares the tax rates which would probably
have to be levied if any of the new local taxes discussed in
Chapters 3 - 5 replaced the whole of the present yield of domestic
retes on its own; and draws together some of their fiscal and
distridbutional implications.

12:2 In some respects, any comparison between the likely rates of
Tew taxes is inevitably a very notional one. Chapter 11 showed

how 4t Would be possible for the various alternative forms of new

2l revenue to be grouped together in a wide range of combinations:
¢ Ustributional effects of any of the alternative forms of

rey,
chue coulg obviously be affected if it were included as part of

1o
thy

an

it SZCkage“ of two or more new revenues. Chapter 11 explained why

P0551: B0t practical for the green paper to identify all the

tn detle fombinations and consider their effects and characteristics
ai

130%Ttla15g explained that it seems very unlikely that
2l sales tax or a local income tax integrated with the
€0 of PAYE could be used to replace the yield of

Sithep Bl
PP&sent aver




-ogestic rates on their own without a contribuum fr
iz:ﬂ of local revenue. This chapter should howevep R T Soge
;u;-ther 1ight on the nature of the altemati\,eS‘ iy wsemlé
which they would affect the balan?e of the nationa) ti :ys i
2 whole and the contribution "eq”lr?d from different t}'pe:'s‘&: 4
household in different areas with different sizeq mcomes of

LOCAL TAX RATES AND THE NATIONAL TAXATION SYSTEM

12.3 A local sales tax which was levied on the retail tp,
which are currently liable to national VAT would have o
an average rate of 7% to raise
a local sales tax on all goods

aNsacy;,,

be ge:
the same revenue as domestjc p,

and services, including those
zero-rated or exempt from VAT, would have to average 3 - Ly A
local income tax would have to average five pence in the pound ¢,
raise the same amount nationally, and a poll tax would have 0
average £120 a head to produce the same revenue.

12.4 Domestic rates can be regarded as a tax on expenditure, a
least in their effects. In the absence of any compensating
changes in the level of national income tax, the replacement of
domestic rates by a local income tax would therefore alter the
balance in the present taxation system between taxes on income &
on expenditure by increasing overall marginal rates of taxaticd
personal incomes. It might be necessary in those circumstances®
consider making offsetting adjustments in national tax rates
order to restore the overall balance of the taxation syster wm.
of course, consequential adjustments elsewhere to make up f7 ¥
loss of revenue from national income tax.

12.5 The replacemen

woul

283 d: Smilarly increase thetotal level of taxation o e

overalin: sy services involved. This would not eltE: e

relative :::1 of taxation on expenditure, but it would ,,1;e 5
es 0!

hand ang of taxation which would apply to housing

oth
7 800ds and services on the other.

12.6 Beca in
u, cation
Modern time:e L be an entirely new form of taxatio o“ave
in this country, a poll tax might be thoug”

B

tex
t of domestic rates with a local salés g’
e

1ications for other taxes than either a local sales

3 ;pect i?pincome tax, Nevertheless it would be important,
’ :
;x el 100: case for a poll tax, to consider its impact on the
.z the 2
" 0|
i 048 fhe tax system as @ whole.
shape

IS*'RI‘BUTIONAL EFFECTS
2 ssible at this stage to estimate how many

THais noY, POPSERR
N2 uld gain or lose, or by how much, by the adoption
households WO 1ternative new local revenues discussed in this
of any of e ;vi;l possible, however, to give some indication of
green paper-(fectsgof notional, representative households of
the likely el; osition and income by comparing estimated savings
giffering ;Z'l?.t*;n of domestic rates against estimates of what such
fron thid: C;u]_; be expected to have to pay under the alternative
}:Z:Zh:f new taxation. The results of some such comparisons, and

sne assumptions on which they are based, are set out in Ammex s

12,8 It should be noted at the outset that no allowance is made

in the comparisons in Amnex /[ _7 for support to low income
households to replace rate rebates and rate payments in

supplementary benefits would not be replaced. This is purely a
working assumption made for the technical purposes of the
calculations: it does not imply a view on the part of the Government
that no analogous forms of relief would be made available. The
provision of any relief of this sort would modify the distributional
effects of the taxes as set out in the Annex. Estimates are made

in the Amnex of the gains and losses for representative households
In Scotlang, Wales, London and the South-East and the rest of
¥eland, taking no account of variations between the different

1921 authority areas within those broad geographical regions.

.9 For mo

income 4y
tha
th

st of the household types in the illustrationms, & local
would be the most effective means of reducing the burden

ot domestic rates impose at present on those with low 1ncomes;h
u
gh it Would correspondingly increase the burden on those wi

S al s on very low incomes might gain slishtly.
{ S0
Come t

notable in the illustrations that with either & local
% or a local sales tax the burden of taxation, as one

3

93
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0 op
tiong

js shifted towards households with ¢,
night expe;;; j1lustrations show that on the assump
earners. Losses would not be greater on average for eDPesen'
gains or s then four or five per cent of disposable p tagy,,
household tyPeé 2

Ouggy
income.

Mopg

he lower end of the income range, in generay
12,10 At t t on supplementary benefits would tenq 4,
e 0B do;nestic rates by either a local inc
the replacementax [, except, in the case of a local sales 4
a local salessione;s on supplementary benefits,7 Very 1, i
for those pe:th children would tend to experience 1little Chang;
households : oduction of a local income tax, but would be conlly
with the in ;f with a local sales tax unless some relief for 3
abli w°§::>0:es were provided, Households of all types on Supple.
::nt::y benefits would be worse off under a sales tax,

pensia-_;.
8ain f,
Ole tax o

12,11 The relative effects of a local sales tax on those on high
and low incomes are more uncertain than those of a local income

tax because the composition of household expenditure tends to va:';
with income. With a VAT-based tax those with higher incomes wuli
bear a higher tax burden, but this would not be the case with: )
more widely-based tax, Of course, on the working assumption thet

Lements]
there would be no new relief to replace rate rebates and supp

din,
benefit rate allowances, very low income households, including
many pensioners, would be worse off,

12,12 With a poll tax,

on
g2ins and losses would depend mainly
the number of adults in

the household, Because a poll tax 1:ho
assumed for the caleulations in the Annex to fall on adults vo b
are not necessarily earners, i Shoic
where it would impose/“higher i
rates op householdg vith powe:

on those with higher incomes,

there are a number of it
relative tax burden than d:_we
r incomes and a lower reld

2
t of
23 T e n g i Mustrations that the SEF
:evenue t0 be raiseq 1 each country within Great Brit? e
2l the totay *hat*would He'raised by domestic rates:

;

e shif
dbv This is
for rates ©

n and the

a ex
rations is @n

between areas within each

fts in

4

ution between areas of the
of the alternative income,
s The shift in the tax burden
South-East to the rest of England in the

ffers from

ture tax

ple.
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_lccussion.

green paper, it has been the Government's
range of realistic alternatives to

t them in a common context for public
Although it is not possible to quantify the effects

- Lternative would have the whole range of the personal
of those who would contribute, the green paper

a broad indication of what those effects would
e w pe. Equally, it has sought to bring out the nature

e 13 1ications that each alternative would have for the interests

each
fapily finances

ol ;
ussou5ht to give

. the imp
0 e and local government and of the national taxpayer. Each

;Z;gmati"'e nag advantages and drawbacks.

5.2 The Government will consider very closely all representations.
1ts aim is to produce proposals for a system which would remedy as

flly as possible the shortcomings of the existing system of domestic
rting and which would command the widest possible acceptance in the

country as a whole.

CONFIDENTIAL
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. THE REJECTED TAX OFPTIONS
ppenix &
pyas0D0CTEON

paragraph 2.6 listed a number of forms of local STl

l-"ch the Government considers can be eliminated at this stage
wni ssible alterations to domestic rates. They are:
as po

local duties on petrol, tobacco or alcohol;

Jocal vehicle excise duty;

charges for licences for the sale of alcohol or petrol;
local payroll tax; and

local development tax.

This dgendix explains the Government's reasons for rejecting each
of these possibilities. In most cases, the reasons are related
to practicability and cost. Table /~ _7 brings the main points
together in summary form.

LOCAL DUTIES ON PETROL, ALCOHOL AND TOBACCO

RACTICABILITY
2~ In order to simplify administration and because the very
high proportion of tax in price provides an Obvious incentive to
evasion, the excise duties currently levied on petrol, alcohol and
tobacco are collected at an early point in the distribution chain -
*ither when they enter the country or when they leave specially
“PProved and controlled premises for distribution to the UK market.
z:tbto be used as local revenues, duties on these goods would have
£ t:e"h‘u‘sed 3% the final point of sale. If a duty were cherged
base bEZ:Olesallng stage or earlier, the dlstnl.mt:.on of the ::.x
Levying deen local euthority areas would bevsenously tiistox't 5
Cornen 'co:ty thfough individual petrol stationms, off—hce::e: or
“llecteq &c°°?15ts would require very high ra.tes to :a.: . t:
Torms g 1:1: Single points of retail sale. This would le
Qthopg Problems of accounting and control for the taxing
&nd would greatly increase accounting costs for traders,
thoge ::thave %o keep a second set of tax records in addition to
8%t present for VAT. The Government believes that these

CONFIDENTIAL
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problems are

so great as virtually to rule out 1o ona:
duti
grownds of imP 8 4

racticability.

£

Locally variable rates of
2l authority

duty c .
o uty could resyyt in

Pri,
es
higher in some loc

iy,
| 1

areas than in Otherg,

happened, consumers would tend as far as POSSible 44 stgere t‘c;;
alcohol, tobacco and petrol from low tax areas, and g :k U g
Woy,

tend to buy petrol in bulk in low tax areas. This Tovene
trade towards low-tax areas would handicap tradeps i h-ig: 2
areas, and particularly those whose businessesg were clog ‘tax
local suthority boundaries. It would also teng o t
accountability of local authorities to
their decisions about spending.

+
T of

0
aken ),
their electorates for

4. TLocal duties would fall on a narrow range of 800ds ang
tax individuals in the population very unevenly - only apoyt
of households have a car, for example. They would have to be
levied at very high rates 1o Tecoup a significant part of the
revenue forgone by the abolition of domestic rates. Their yield
would be unpredictable, since demand for drink, tobacco and Dpetrol
veries more within any given area than other Possible tax bases
such as, for example, income or total retail sales. mis
unpredictability would be substantially increased by the’ effect
of cross-border trading between high and low-duty areas.

woulg
508

2; ce::::s gt:;zealcohol, fobacco and petrol are important sources
the regulatorg '-”!tment Tevenue and can be used between budgets, ™
the Goverment'wo:lv"y Gf"’fmment income. Their usefulness %
authcn‘.ties shareq iy dlmmished il the.caxintsbiiaiad doe d
57 imposing supp 237 of their yield or reduced overall dens
PD. ementary 1ocal rates of duty.
6. The G°V°mant
colleetion, enfore

duties on growma
24 trageps,

believes thay the problems of accountind
- emex.:.t end financial control rule out 1005% e
of Practicability for both local authori®

- :
OCAL VErory EXCIsE pypy

The c0llects
ecti
R % & locay vehicle excise duty would °°

CONFIDENTY 1

CONFIDENTI AL
dministratively burdensome. Eyven if the local duty
Department of Transport's Driver and Vehicle
behalf of the local authorities,
tably give rise to administrative
costs than the present system. The
s are being replaced between 1983 ang 1985 and
d not be introduced wntil after that.

. a
gxpensive -

AX by bk

its 12 A
complications =
centre
a 1ocel duty coul

would present major practical problems.
erisble local duties would encourage firms to register company

es in low-duty areas, and private motorists would do the
same if they could. At present, there is no direct link between
+he registration of a vehicle and the owner's place of residence.
Te registration system would have to be changed to introduce
such a link in order to prevent the evasion of duties in more
nighly-taxed areas. (Increased evasion would decrease the
reliability of the vehicle register, on which the police rely
heavily). The problems of compiling a register based on residence
and keeping it up to date would be comparable to those of
compiling a poll tax register (see Chapter 5). There would be a
shift in the burden of local taxation from the domestic sector
to industry and commerce if a local duty applied to goods vehicles
and to the two million cars owned by businesses. .

8 Accounting

yehicl

9. #bout a2 half of all households owm cars, so that local
vebicle excise duty would ‘tax the local population fairly
Wmevenly. It is hard to see how a duty could be related to the
By of the car-owmer to pay: the duty would therefore bear
7 more heavily on poorer households than on the better—off
(except 40 tne extent that wealthier households might own, and
f:y duty on, more than one car). Some business car-users might,
Lractice, have the duty paid for them by their employers.
ﬁlt; :wld be seen as unfair by private motorists who paid their
USine?m their own resources. By tending to cx'xshion some
&uthorii-motori“s against the effects of decisions by local. ol
1es about spending, it would also reduce the perceptibility

o e tax o : )
elect: ¢ d the accountability of the local euthority to its
Tate,

10,
e GovemmEnt considers that vehicle excise duties (whose

CONFI DENTIAL



CONFIDENTIAL

yield is £1,600m, substantially less thap hale
J of

esent = + s
 somestic rates) could at best dono more tngy Provig, My
of dom 1acement for the domestic rating Systen, - a Y
partia.l repla S e LTI

1imitetion, teken together with the narrow peg, 0
+his limitet ) e
. sroblems of eccounting, accowntability, contpgy ang g,
2: h it would present, the Government considers that locnom:i’"
whic. . o 4 }
venicle excise duty can be AEsnsknded - asa: tonaibiy al tem,
)s allye
local tex.

E OF

CHARGES FOR LICENCES FOR THE SALE OF ALCOHOL OR PETROL,

11. It would be possiple to impose a tax on any type of Preni,,
which hed to be licen ed for any purpose. There would pe e
substantial and prohibitive cost in setting up any entirely ney
licensing system, however. The most widespread eXisting S7Stens
of licensing apply %o premises used for the storage of Petrol
end the sale of alcohol.

PETROL

12. In the case of Petrol, the main reason for licensing is to
easure its safe keeping: all premises where petrol is stored are
licensed, not only those where it is sold. It would therefore b
difficult for a licence fee based on the present licensing sysie
to be levied only on premises selling to domestic customers. If
1s also doubtful whether a System designed for public safety sholt
:e'used 8% a base for revenue collection because of the incenfit
uﬁi:o::fdsi:e:? illegal and potentially unsafe g o
a flat rate charse:.::nzng S wov::.ld SETEREE S smilfraise
Some £130m, gt e »000 for a licence for a y?al‘ mth :

) Teasons the Government considers the

Petrol licensi. tic
Tates, U6 can be ruled out as an altermative to domes

ALCOHOL,

clube 30,000 prep; g6

It showlg Ba
of Charg

About 1. onoli
» hotelg g S are licensed for the sale OF alces.
& .restaurants as well as pubs and Off-licancthad
but“;:le %o devise Practical and enforceabl® ::ce
 THke petro) licensing, this tax could P™°

CONFTDENDT 4L

To yield £150m a j 1
: o To ¥ 5 a2 year at a flat rate, each
oolf i nave to v £1,000 a year for its licence.
outl i i
ret&“l ibstantial burden for traders ang could raise

d be 2 £
;g would : St T At
pie. prices to the consumer by perhaps /= % 7 if it yas passed
ol PT 3 I

dgo'n o tially higher tax rates than this woulg

on ent;re;;all retailers and could produce other economi ¢
peni;ffons and encourage the setting-up of illegal outlets,
disvos ¥

.. lthough the Governmen® might expect the full cost of the
]*-\a,( to be passed on to consumers, traders would see a licence as
;new tax on their businesses in addition to the business rates
thet they would continue %o pay; and would consider that the

narrow base of the fax singled them out for unfair treatment. Iif
levied at a flat rate, the tax would affect large traders less

then small ones and could affect the competitiveness of the latter.
e cost of collection would be high in relation to yield.

Although charges might be substantially passed on in consumer
prices, marginal charges in licence charges (reflecting local
authority budget changes) would seldom be apparent to the consumer.
For this reason, licence fees would be largely imperceptible to
most of the local electorate and local authority accountability
would be affected accordingly.

15. The Govermment considers that licence charges for premises
selling alcohol can be dismissed as an alternative to domestic
rates tecause of their very limited yield, the additional tax
burden they would impose on traders, their adverse effect on the
‘mpetitiveness for small business and their low perceptibility
¥ the consumer,

PAYROLL mpx

16,

& 4 local payroll tax of /4 per cent 7 levied on the same basis
th

to ,.:lNatimal Insurance Surcharge could raise su'.f‘ficient Tevenue

indivfdace local rates, but that would mean f-eplacmg a ta_x on ¥

Pay nou“a;s "th a new tax on businesses, which would continue

Loe ~domestic rates. The Government is concerned that any n:;

bup e:?:&‘cem Of taxation should not increase the proportion of the
e Go Bl industry and commerce. On these grounds alone,

"eriment considers that payroll tex must be ruled out as

CONFIDENTIAL




sive to domestic rates.
an alternative v

DEVELOEMENT LAND TAX

Development lend tax (DLT) with locally Varig
17. e s;all and wncertain source of income,
be & e sl
ield is only some £30m, and that is likely ¢4 fal
i through

into Peceipts Qi
central adminjg .

in relati

increases in exemption limits work
complexities of the tax would make

: Tratio,
The cost would be high

desirable. OB o i el

18. There would be a very narrow class of taxpayers
see as discriminatory any significant liability 2ddi ti onay o
peyment of national development land tax; 2 local prp woulq r~
low on grounds of perceptibility and accountabilj ty because 4,
would be no material link with the electorate; ang the JLat fg:.'
any euthority would depend on the level of activity in the
lend market, and therefore be extremely unpredictable,

? VRO woyy

local

19, The Govermment considers that these limitations make local
development land tax incapable of broviding a satisfactory

at present by domestic rates.

—_—

£ EDUCATION SERVICE

o i
Vi

the possibil

hes P Teorganising the distribution of

chapter Zaong
hak

" Lt in suppo of local authority services. One kind of Change would
y;’ueﬂ,“e" Eri h specific grant in support of one service or services, leaving

ye to P8V 2 :‘of :;;xe E quer grant as an equalising grant to be distributed

the renainder thorities without hypothecation to services. This would reguire
53008 loca’-f:es (and their taxpayers) to meet a much higher proportion of the

Jocal autho

the services than they do at prresent. Local taxpayers
elected representatives sought and obtained

results for local authority efficiency.

the remainder of

¢

cost 0% il
re concerned that their

_ignt then be more

3 ney, with

r value for their money

prope:

jidate £, parate Exchequer grant is the educatio: servici
,, The natural candidate for separate Ex q gri education service

d such an arrangement existed until 1958. The education service accounts
- indee = PEA S
bout half of all expenditure by local authorities, and it 1s more than four
for a 5 -

tizes the size of any other single local authority service.

3 To. put the scope for change in perspective, at present the cost of the education
service is borne about equally by local ratepayers and by the block grant. If the
Ixchequer were to bear the whole cost of the service, the rate of Exchequer grant

on the remainder of local authority services might fall to 50 per centJ or
alternatively if sufficient national tax revenue could be spared, local tax bills
mght be halved. Variations part way along the road would also be possible: for
example, a 75 per cent specific grant for education could lower Excheguer support
Faxt for the remainder of local authority services to / _7 per cent or allow a

0 per cent cut in rate bills, again assuming that additional tax revenue could be

Zade yp elsewhere,

4
There are various
Service,

possibilities for alternative ways of financing the education
Only the major alternatives are outlined here.
i;":i:enjial Tesponsibility for the education service could be ru:::ed 2:::ether
E’°5=itm:~ia.~ ik This would involve a radical change from. ‘11:‘ .
Sport . Ce‘.‘tr&l government would become responsible for sl.xpplpnfice s
‘E:e!'min:ny 51?’5’1 level of education expendi ture; and would in ;.:!'nc:‘dm PR
resp"nsibi;éﬂuudget and monitor the performance of each autl:wtlt? T
L Local accountability, whether by the contimuation o

orities,

6f

SONPLDENDT 47,

be reconsidered.
education committees, or otherwise, would have to




Other options would leave some financia)l Tesponsiy

6. ? 1lity
Shile supplying & substantial tranche of central gonrmeni’ ‘;‘.th iy
the cost of the education service. One Possibility Whicy e to

e to time is that central government shoulq become re Oegy

. : B ot SPonsgyy,
o teachers' salaries, which currently account  gq, s foy
, . ® thay

authority expenditure on education. It might then pe ne%ssaryhan ¥
to,

practice of fixing teaching complements centrally,

since °th‘"’wise
grant would be open-ended. At the same time major

R8RS o2 e
education service would remain with the local authoz-ity, g D
woulg

they
&

have greatly reduced discretion. In practice the division of o 3
Pz

probably prove unsatisfactory.

7. A further option would be to pay an education "block granth ;

2 sy
education expenditure by local authorities. Payment of SPeCific ey,
grant could, if desired, be made conditional on their being devotes :w.b

specif:fc items of education expenditure. The cash limit an the grazt

at a level which was high exough to remove most of the financial burgey
service from local authorities while still retaining a sufficient low '
stake to allow the partnership between central and local govermsent i :f
An assessment could be made of each authority's need to spend, comparzil]
grant-related expenditure (GRE) assessment under the present Englis

vould be paid as a percentage of actual expenditure up to this level, &
tapered on expenditure above it.

8- Ao education Block grant regime of the kind outlined in parags’’

have attractions as 5 means of adjusting the local taxpayer's st o)
services, and of encouraging a greater degree of consistency i St‘“:‘(
educationa) Provision across the country. There would, howevers L o
tavolviag an Bypothecated grant for education would reduce the fr”w,«“‘

aut) 2 A : o!‘itm
horities have gt Present to determine their own spendizg P s°n.//
8overnment services: i

Probably without any

; tr

it would also require an increase in °€% it
s

offsetting reduction in local authorify

TS ON HOUSEHOLDS

)

ssumpt

lons and method-
of
P
£

alternative
uller accoun
“ax, by region and by household

household of a change to an
particularly on the composition of
£

earners, the number

in 2 high or low rate poundage area.

¥ To provide these

of the change to the

lternative taxes (a local income tax, a local sales tax or a poll

tax) some broad assumptions have en made about the form of these

will be a tax on all retail

LST

to around a half
be a flat-rate

its coverage

u
oE
% total consumer ex enditure).

is assumed to

ddition to 211 rates of

aXable in

tax,levied on the whole of a household's
come (which is calculated as for national income tax).

paid at the specified rate by all persons

oll tax ig assumed to be
1 ang over, without any exemptions.

ls e local tax rates are set for England, Scotland and Wales at
leverg o :

dog is-”hlch Would yield approximately the same revenue (in 1981/2) as
ey, oo They are based on (somewhat rough)

sty in each country.
Bates gp +, Thus house-

=
“Ae alternative tax yields in each country.

S
Ray ST. rate ma

eroq Viteh kes some allowance fori the possibility that households
ding o

3 s
®XPenditure away from taxed goods and services,thu
tax base,




sach country would as a whole be paying R
in the alternative local taxes as tvhey Pay in domesty,
There is no redistribution between nou's'eholds 5% gy
England and households in Scotland or Wales,

holda 2R the Sagg
Tateg, ]
e in

Chough some p,
nold types may fare better or worse in one country thap a.v;

rates are replaced by an alternative local tax,

OUse.
0%hen

if

o There may however be significant redistributions bet
local authority areas within a country due to the exchequer
support grant arrangements. A change in the tax

redistribute central government grant and change

Ween

base would
the tax burdey

on households in some areas. Local variation in

rate poundages
will also be reflected in the rates at which alternative tages:

levied. It has not been possible to analyse this element of
distribution between local authority areas, though a broad distix
tion is madein the figuring between London and the South East a
the Rest of England.** Thus households in Scotland, Wales and
“Wo 'regions' of England are treated as *typical' of the county
or region as a whole, though in practice households in some par

of @ country may fare less well than similar households in ot
parts of a country.

6. The calculateg
havebeen €Xpressed
head per annum,

and poll #
14 and

rates of income tax, sales tax
s> Tespectively, to the nearest iDs

i

B These tax-rates may thus be seen as 11148 ey

- az'e SOrt of loeal tax-rates that might be faced, OB averji :aﬁ
ea. B
4. Fop 1981-82, the rates at which the new taxes ¥

0 be leyj
led to approach revenye neutrality are:-

% The favin

these two

3 et in
tgzs'o:? Set in proportion to rate poundagé?
Feglons of England.

Rest of England
5p 5p
7% 7%
£118 pa £121 pa

at would need to be imposed in

payments in Wales relative to

of domestic rates, it is assumed
nor to the

The alternative local

taxation system,
nt.

t include any mechanism to
holds.

2 of this annex, the distributional
The

in paragraph

effects will vary number of household characteristics.

with a

approach adopted is to set up of household types which
fer in composition, income or each of these households,
to estimate its gain from the abolition of rates, its loss from the

imposition of each the alternative taxes, and its overall gain/

1ld's net income.

5 The household types are described in Table 1. Three income

: g >
*"el8'werel used for each household type in the main analysis: ~/3
évm‘ge and 1} times regional average earnings. This range of

*neom & ; ; A
®S covers the big majority of households.*

lal : . :
sty ™e housenolq types used are representative abstractions with
ty1i :

ine g “hough typical, patterns of expenditure at the assumed

{neg x ;

e any given income level, there will be households

‘g

$hon1a
s ne1as,0€ Noted that

“lvely well-off

pensioner householders on
for households of this type.]

these income level-
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.17 gain more or less than
who will g23%t = N
who 17 rates payments are

in

and as LST
Payments this understates

pecause th ; -
oeb, cause their expenditure pattern i
or be v

fer from the &

ains or losse a
households that would gain or

to in.
the number of

a particular local tax.

o)

ry for households with incomes

The calculation of the overall gain/loss of &shou because of data limitations,
3 ]

n.

€holg QAR 3
o Yoaes + 14 o Suc 1 bl
only the 1impact! effect of the change to an al:err’-acwe s Shy nh households are a small
b e i =€ fay, e
household may well adjust 1ts behaviour in responge to the households.
& o arop0OT v~
but %

eg buy fewer goods that bear LST, thiskdssnet P
lor,

o Income Househo

u Tncome Households

B Table 1 gives the initial incomes (at estimateg 1981/»
<J01/2 §
and the tax allowances of the various representative houseng

ot
153
—
o
=2
.
B
15}
o
B
®
w
»
(E]
o
o9
i
Hy
iy
®
a
<
®
H
0
i
o
B

¢ For households on

: T ch was
types. From these, the household's baxa of the main approaci
e WIS a 3 .
can be calculated, and hence using the rates of LIT fpog Daragn used. Two groups of ds were considered: those on
Parag

its liability for LIT. This approach may overestimate taxaph) income (inslufing Regifen
and LIT peyments since other tax allowances g mortgage interes:

relief, and WOTK expenses are not included. The household's
i:xcome_,_’"s“rhe denominator for the comparisons is calculated &
both income fax and contracted-in National Insurence contrimze I3
the gross household income and adding any child benefit.

average earnings. For each

1
n

'
L}
o
ot
a4
2]
o
o

1 : e
13 Peyments of pof| tax are determined by the mumber of adu

_eFresentative household (from Table 1) multiplie

UaX per head fropm Paragraph 8. . !

1
N

adults, with children

adult with children

=

L. i : ; +3 Data on hold i . nd 1979 FES was
The Family Expenditupe Survey (FES) provides informes o household incomes from the 1978 a 979 .
2 large number of households over th 2/3 to 1} times® & 0 line with national trends to give a sample of households
°arnings, and data from this so e ransed . ;scimate o h;ueavcn househo1g type for each region for both SB, and low-income
VAT payments urce were used to et | "seholgs, Within o 4 region, average payments
(at 81/82 levels) for each household type, 2%° o pey, n each household type and region,

widely *

#%ed rates, 1ST, LIT and poll tex (at 81/82 levels) were calculated,

g g 3 3
he OVeraly gain/loss expressed as a percentage of new household

region at di i v Ra & B
3> dlfferent income le els gs Eﬁﬂs
a5 "Cme .

given incom

e level, 5o ¢p ay’
mg at the ' avi e'! rate P
®an that tpe rang use of/'averag i

h"“sehold - o
s i gons
: #i11 ung CHOE e e iation in el comparis

men’s

? rest’
SRed 8ains/losses shown here for ©
erstate




to these households from the abolj

rebated rate payments; fop sB
Ye ger , &s housing cosTS are met oy
Of 7o assumed tO pay no income tax

d be unaffected by the replacement op

The gain

:iOn
the net

B- OF pat
ipited tO OUsenyy .
Lmlteg S Sg pacholg,

sumec_ ¢ 24
nouseholds

so they woul
n other cases, & :
not include any scheme of assistance to
e =

2Yme;

t should be remembered that tp
do
19 Given the small sample sizes-on which the ovbraly
: : low i 8aing
losses are based, the results on low income households o g
i i ] o 3 < v~30:
should be treated with considerable caution and pe Sictig, ¢
indicating direction rather than precise magnitude,

Results

20. Results for a selection of representative householq

Lypes
own iy
Table 2. This gives their overall gain/loss from the replace

of rates by each alternative tax
household net income.

e 012 . < S
with incomes of “/3, 1 and 1} times average €arnings are sh

ement
expressed as a percentag ¢t
It should be remembered that the oversll
gain/loss is based on an 'average' rate payment for the householi
“ype and income level. Particular households may gain or lose mm
1s shown in the tables for that household type.

2L Figures 1 to 4 give a diagrammatic presentation of t!
for a slightly different selection of households, for each reg
Here the vertical lines link, for each representative housenold
overall gain/loss at
with

2 oy 2 d
2 /3 average earnings, (dencted oy & dast)
the gains/losses at average earnings (a

time s
S average earnings (an arrowhead). Where the arrowhead!
. s
change to the alternative tax is 'PrOEFes™’
s 3 % e
ine gives an indication of how Drogress

1

white spot) and i

down the page, tpe
the length of the 1

change i : svity):
ange is, (the longer the line the greater the progressivi
%
22 Bermans o
Vionatelyngz :: VAT tend 4o increase rather more th:‘“ zss‘
% Seho i § a5 e
R"‘l“lns/r:"t'::%ﬁ ' income wnile rase payments e

S120c21 sales tax on goods and

it erence to the
r example, representative
7 9

3 te payments are low because
receipts, so that they gain

while paying more on taxed <

s over
range howeY

¢ rebates OF

Since income tax is even more progressive than VAT, replacing
i o give a wider range of
income households than the

rates by a loc

ins/losses b

local sales lowances have been calculated,

the number of difference to the pattern

or gains and losses.

3 At the bottom end of the income scale, households not on
Sipplementary benefit may gain (though both their rate payments and
;{f"sﬂ{g J{3X Payments are likely to be small).The illustrauive households

5 :
affected since they are assumed to pay neither

®N%ary benefit are not

b 9
f8€s nor income tax.

ST

Tap)

#ill be noted that the range of gains and losses shown in
are centred below the zero level. ’l'h:.s-:.s
the method of comparison and reflects some of its

The results do not of course mean that households

€ 2 and Figures 1-4
2
“ONsequence of

U s
2tationg .

<oiVe households chosen do not °°Ve!mr - of :agg type ces against
90 Not show how many households € becausm some ;m axab.
1\ mop ., CoX, caleulation aken einto ”:n th: —
gu tgage interest, work sxpenses) are not take 3 htic’m to rate
ets, ', 2%% Liability o LIT, caloulated here is high would el i
wtion wa uidmre accurately 'representative' calculation es, by s bY

Vee an df‘?quire more detailed estimates of tax allowanc

Com

inccome level.
- 7 -
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would be worse off 1

hole I
as a W sales or poll tax. The g,

tax rather than by @
\,a_culat-cns are chosen to yield

a~;roximate1y the o
Me
so that, in total, households are

local rates, Paying ¢

“le g
s L) Sang
of tax under all 3

regimes.

A Poll Tax 3 A o : :
—’_; the purpose of this analysis, it is asgupeq

be levi . 11 -
7. /apoll tax would be levied on all adults
For any given household

thas

in the Dousepy,
irrespective of income. C¥Pe theresy,, .
poorer housenolds would pay a higher proportion of thei,
4 Moreover, since domes

inccme.,
tax than the richer. tic rates increage i,
income - though less than proportionately - replacing rates h?,'

poll tax will mean that the richer households gain more op 1
less (in £/wk) than the poorer households
that in some circumstances, the gain to a

08¢
of the same type. By,

poorer household nay b
larger in relation to its income than the gain to a richer hoy

£/wk is less.

of the same type, even though te gain in (Ses 2r
instance the percentage

adult/earner households

gains and loss
in Table 2). Thus the switch from rates:
poll tax may be 'progressive' for some household types though :
sive for most.*

es for 'representative's

8. Figures 1-4 suggests that (within the limitations of ¢

of comparison used here) the range of gains and losses for eaf®
varlous representative household types is smaller, when rates L"

rePlaced by a poll tax rather than a local sales or income %
Poll tax thys alters t

less than a local ineq

‘ e
he progressive/regressive balance of

me or sales tax.

* Whether righen sony of tE¥
i households ortion O e’
in arn 3s a whole woul lower propot the g
ey 1eve§k)unde§°me, FOUSShoLds (ohe toarasl! resresﬂ‘.’“gfarﬂ,"’ ¥
of adults, mne resuleg pon. °he relation between housenold L:?.vicy' s
e levels yseq ax? here

;5T® do not show the 'overall regressSt ..
imosed- for purposes of illustraticd

>sentative' households with many

households to gain. The notable

bottom end of the income range
€ are rebated or covered by
le for poll tax at the full
as 10 per cent of their net

for low-income households ¥

he illustration of the effects
limited here to two regions
ion arises because the new tax

_ces are each in different ratio to rateable value, and secondly,
L at v in differ between areas. Only
pecause tax-rates w 1
a irst of these effects here for LIT and LST, since the
¢rerences in tax-rates i the rounding. For poll tax,
\as been possible to di 1 different rates for
;ondcn and the South East Rest and, so that both
effects are shown c ions.

The comparison of London and the South East with the Rest of

nd shows that for LST and LIT, households in London and the
South East have on average greater overall gains (or smaller losses)

n the Rest of England, [though at 1} times average
ces are small]. For poll tax households in London
higher gains and, in addition, the poll
tends to be less regressive than for equivalent households in

the Rest of England.

‘han households
farnings differ

en
the South East again show
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HOUSEHOLD

ST TION
TYPE COMPO:

z Two
two
1-2

adults, *
earners
children

8 Two adults, *
single earner
3 + children

9 Two adults, *
two earners
3 + children

12 Three or more
adults
three or more

earners

TABIE 1 CONTINUED : ASSUMPTIONS

DEFINITION OF
AVERAGE EARN-

OTHER INCOME

_ INGS

As for 5 CB x 2
As for 3 CB x &4
As for 5 CB x 4
2 X regional

average male X
earnings plus Nil

regional average
full-time female
earnings

* The tax allowances for two-adult households are based on the assumptions

couple,

end that if there is only one earner,

it is the

husband.

PERSONAL ALIOWANCES

As for 5

As for 4

As for 5

Married couple's allowance

Jus 2 x single person's
allowance [£2145 + (2 x
£1375) = £4895)

that they consist of a married

s IO cormPosTTIOoN
TYEE

7 Single adult
retired
(pensioner)

2 Two adults
retired
(pensioner)

3 Single adult
earner

L Two adults, *
single earmer

5 Two adults two *
earners

6 Two adults, »

single earner
1-2 children

DEFINITION OF
AVERAGE EARN—
INGS

Regional average male
earnings.

NB: This is well above
the average income for
single pensioner house-
holds as a whole

Regional average male
earnings

lus dependent adult's
wife'sg retirement pension.
NB: This is well above the
average income for two-
pensioner households as a
whole

Regional average male
earnings

As for 3

Regional average male
earnings plus regional
average fu ime female
earnings

As for 3

OTHER INCOMIE

NIL

NIL

NIL
NIL
NIL
Child benef.l;: (cB)

(non-taxable
£5.25 pw x 2

PEMSONAL ALLOWARCES OFESET—
TABLE AGAINST INCOME TAK
AVATLABLE TO HOUSEHOLD

Single age allowance of £1820
reducing by £2 for every extra
£3 of income above £5900 pa to
single allowance £1375

Married couple's age allowance

of £2895, reducing by £2 for

every extra £3 of income above

2292? pa to married allowance
1

Single person's allowance
Married éouple’s allowance

Married couple's allowance
plus single person's allowance

As for 4



TABLE 2 CONTINUED

7 g 12
Two adulty bm\ m,m, Two adulty, one carner, Two adutts, b,»...,,(. Three or more adutts,
ADrEne & more Ritdren, 3 or more il Ton three or more eormner,
& AVER AvacE 14 AVER & AVER AVERAGE 1% AVER & AVER AVERAGE 1% AVER |§ AVER AVERAGE 1% Avm
LOCAL SALES TAX
London & S. East 1.1 -0.1 -1.0 3.3 1.8 0.4 1.2 0.2 -0.5 -0.5 -1.6 -2.2
REST OF ENGLAND 0.3 -0.8 -1.7 1.9 1.0 0.2 0.4 -0.5 -1.3 -1.1  -2.1 ~2.7
SCOTLAND 0.7 -0.7 -1.7 2.2 0.9 -0.3 0.4 -0.8 -1.7 -0.6 -2.1 -3.0
WALES -0.1 -0.7 -1.1 1.3 0.3 -0.6 -0.3 -0.8 -1.2 -1.1  -1.8 -2.2
LOCAL
y!
LONDON & S EAST 0.2 -1.7 -3.2 2.2 -0.1 -1.9 0.4 -1.5 -3.0 -1.7 -3.3 -4.5
REST OF ENGLAND 0.0 -2.0 -3.5 1.4 ' =06 -2.2 0.1 =1,8 -3.4 1.9 3,418 =240y
SCOTLAND -0.2 -2.4 -4.2 1.6 -0.8 -2.7 0.2 -2.3 -4.0 -1.9 -3.9 -5.5
WALES -0.9 -2.2 -3.2 0.5 -1.2 -2.6 ~-0.8 -2.0 -3.0 -0.8 -3.4 -4.4
POLL-TAX
TONDON & S EAST 0.9 0.9 0.9 1.0 1.0 1.0 0.9 1.0 1.0 -0.4 -0.1 0.1
REST OF ENGLAND -0.3 0.0 2 -0.8 -0.3 0.2 -0.2 0.0 0.2 -1.5 -0.8 -0.4
SCOTLAND 0.1 0.2 0.3 0.2 0.3 0.4 0.1 0.2 0.3 -0.8 -0.6 -0.5
‘ WALES -0.2 0.3 0.6 -0.1 0.1 0.2 —0.1 0.3 0.7 -0.8 -0.4 -0.1
i, |
A Single adute earner Tiwvo adults, one €arner Tive adults, bork eacming Two adulty one corne
Ty # AVER AVERAGE 1% AVER & AVER AVERAGE 1% AVER & AVER AVERAGE 1% AVER LS Avm‘kmhc??.“\?km
LOCAL SALES TAX
London & S. East 2.5 %027 -0.9 3.8 241 0.7 0.7 -0.8 -1.8 3.6/, 1.8 0.4
REST OF ENGLAND 2.0 -0.4 -1.5 2.4 0.9 -0.3 -0.1 -1.1 -1.9 2.6 1.0 -0.4
SCOTLAND 0.9 -0.6 -1.6 2.3 1.4 11557 -0.2 -1.2 -1.9 1.6 1.0 0.2
%' WALES 1.4 0.3 -0.2 1.5 0.0 -1.1 -0.7 -1.2 -1.6 1.8 0.6 -0.5
LOCAL
INCOME TAX
LONDON & S EAST 0.2 -2.0 -3.8 2.5 -0.3 -2.3 0.1 -2.3 -3.8 2.2 -0.2 =2.1
REST OF ENGLAND 0.1 =2 -3.9 1.5 -1.0 =28 0.2 =25 -3.9 156 *ZpUcee ®odg
SCOTLAND -1.3 -3.0 -4.8 0.8 -1.5 -3.2 -0.9 -2.8 -4.3 1.3 -0.1 -2.8
WALES 0,9 ~255 -4.0 ~0L1 =20 -3.4 -1.2 -2.8 -4.0 0.5 =1.4.% =2.9
POLL-TAX
LONDON & S EAST 2.5 8 1.4 0.9 1.0 1.0 0.6 0.5 0.5 0.8 0.9 1.0
REST OF ENGLAND 1.5 2 1.0 -1.4 -0.7 -0.2 -0.5 -0.2 0.0 -0.7 -0.3 -0.0
SCOTLAND 1.1 1.0 1.0 -1.1 —0.3 0.3 -0.5 -0.0 0.3 -0.4 0.1 0.5
WALES 1.5 1 0.9 -0.8 -0.4 -0.1 -0.5 -0.2 0.0 -0.2 0.0 0.2
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Annex C

l of local authority revenue

Lf achieve our public expenditure

I to set individual expenditure

on a detailed knowledge of
practicable,short of a virtual

sirable,

to take direct measures against

1tly challenging our targets,

o. The ceilings on rates or

el which would catch the grossest

particularly those still planning growth. Escape
porrowing would need to be blocked off, Even so,

3.1 routes via uld be needed to deal with authorities which were so

errengenents ngpenditure limit that they could not come down within

IOCAL INCOME TAX ;frigng ;2:1.' and those which had unavoidable and unforeseen

e T it

1

exp
overspenders,

0
.0
o
g
5

O
aAoVuI O

o >0o O

b

3 D 1.6 : t;
b i3 23 :;g senditure which brought them over the limi
Rest of England +2.9 +2.0 1.C L A e
S-zoclztd . +3.0 +§§ vég 3, Any proposals for a control of this sort will be s gly
Wales $2252 +2.3 +0.

P the local authority associations and in both Houses
9ng§§§1an ZJO%IE of our own supporters). It would conflict with our
0L X :;Iczlared intention to increase local accountability, and with the
1. ;'atutory duty of local authorities to raise sufficient rates to

= . e i idera-
London & S.E. -6.8 -3.0 -7.8 .6 =58 t their powers and duties. It could lead us into cons
_;ﬁ;:ogf England _;_: _3,; -8.0 3 -6.9 zg;yc;uindi\eridugl budgets, and it would be clear that weB:ould be
Scotland -6.9 -2.7 =Feb =5.1 -8.2 resiling from the position we have adopted in the London Boroughs
iiales =45 -1.9 -5.0 -2.8 -4.2 Court Case.,
4 Althou most authorities would eventually comply with the
new system,ghthere would be likely to be a series of lengthytg°“‘;d
tases challenging the way in which it was operated, and inmt g .
TWO ADULTS, WITH CHILDREN % or two authorities might carry intrasigence to t“iaiﬁto
g:fiult on their obligations or refuse to carry out s Ty
es,
S8 NOT SB
I SATES Tax 1z2 B3+ % The extent of conf tation will depend crucially on the
L I LES 7 4 4 s confrontation
CAL SILES T4 children children zmﬂt “© which the Government objectives are achievable. Nochieve
London ¢ 5 E. -5.2 4.k 6.6 re oL SyStem can operate if the results it is expected to a
St -2 = ; 5,
e -4.2 e #0 1 by thca"eml Presentation would be necessary to avoid a bad reaction
- £3.5 -5.2 ¢ Doney market,
CAL INCOUE Taz g
iz TAX P OPTIONS
ondon % S5, i
Rest of, Engi 0. Ty, is road
Seotlang S +0 181 £g o %haveri despite these difficulties, we want to fo go:gu:es ’
liales +0.0 5 v %tion 4 *ified three possibilities. The simples RS seitiement!
0.8 ped § cef1iny » Would be to announce, at the time of the ). “Tnis could
BOLL Ty y 0.0 % exoro8 00 all local authority rates (or expenditure), -4:2 ¢
e atedin, 4 2 a maximun rate in the pound; as g S
L0 9.5 54 Pendipgye 2Xinum percentage over GRE; as s e
Seotpor eland  _5'3 T 200 5.1 © Compared with last year; or by a formul
eand =8 L) 8 62 4
Waleg 8,4 . -8.3 12
6.9 8.1 3.4 :
5.9
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evel of expenditure. (But
rowth and absolute in rate poundage increase ali ulq p,
= ible to operate oF f the new block one, at 1.t be
igre)sé‘stributional effects of the ck grant sYsteg }el:;t ity
down. ) é b sty
5 ch a ceiling would be set before we haq
s s S senasture plane, St vould be. boumi®S, % o
arbitrary in effect and there Would be Bany claims fon o,y
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