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d at E Committee on 2 November (E(81) 31st, item 1)
We disc\“:i:e; in my minute of 29 October to the Prime Minister,
ts T NrNgroy /L

1 +o -wo;nce a note on some of the issues involved,
feec 0. Pl Uu
S 4

the poiD
1wes as
3ack£T°‘~md : ]

. will recall that after two discussions on referendum
2. colle?gues(-;(éq) 27th, item 1) and (E(81) 29th, item) the view
and e1§c‘élgg:t we should go for referendum as the trigger mechanism.
prevaile :

irafti " officials raised with Counsel

F g e o O toe centoatl mavercne: i NIEE

tﬁe question as to whaultne centr d - wished to obstruct the

athority, having lost the referendunm, that in such a situation,

.gc\;ementns policies. Counsel auvl;edes aetc i pedlyes

Bt speciiic povers O e i et

to require an authority to take.sl-?i by actions designed to create

decide to achieve the overall limits by rsly in order to seek the

mximun resistance by damaging services pe‘{"e Thg might, for example,

naximum opprobrium:forthe central govem!,n;nm;s Iywas immensely

rise rents unduly or close old persoﬁs B?.ll Specific powers of

reluctant to include on the face of t ef Clay Cross and give an

direction which would arouse memories of iez of Counsel's advice, I

félotional flavour to the debate. But inhv owers in spite of these

took the view it was necessary to take ;. : pes If colleagues

Ojections and wrote accordingly to colle gesé powers - subject

dcide, as T did, that it is wise to have dividual colleagues - &

% $he points mentioned below raised by montainins then, !

31 35 ready for introduction forthwith-gtee under cover of my

125 been circulated to members of L comlmt of this Bill is now

g:per L(81)193, In the normal way a ﬁg;ting amendments.

hat’elgt;a(rried out to ‘takihacm “giiﬁim o equEED tna:e:rsx of directio:
en ad f is re e po %

Bmttive version of the Bill, which excludes the pover glso avallat:

his direction,

d colleagues fer to proceed in this e D

DPrelend Lo DRSS vailal o be
Togte,0%n to1d that both versions will D o% that this should

i eques
by the Y TOrning, 5 November, I have T
TMhe tine we paet in E Committees
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~¥hat havpens if an autho

* set so that it is achi
 either a referendum or
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Particular-issues on directions

4, There are some pazjf.}caxlar issues on the direay
were raised at E Committee on 2 November ang my of}‘.’“ Doye
spoken to Departments n§t§1y concerneg to est lofayoors gy
there were further points. I have noy estap edabl
» hoye
S: v

el po My
- oW lig dsh e
that there are 3 issues relating to direction B e :;‘3‘&.5:
)
5 can Wales make directions different
The answer is ves. Directions wo
any authority which was to be th

AR .y fl"om
4 be Loyl Bl
Subject of them.y Ry

' ot

ii. the Secretary of tate for’_Tr‘anspor‘t was co
the Bill should enable him to give directiong -n"Cemed
passenger transport executives and the London s cSPect

hat

of

Executive. The Bill contains such a Provision g;gsport 0

_ instructions have been given by the Secretary of Stat
Transport to strengthen this. an amendment cap be i»e fc;
committee; en gy

iii, are police authorities, magistrates committees, e
by the direction powers? The Home Secretary ig COnéidgs
whether it would be appropriate for the directionpakip, o,
to cover these bodies, and, if 50, whether the Bil] s
adequately drafted to do so. This decision is one entiry
for the Home Secretary and his decision, whatev

er it is, e
be incorporated, if necessary, into the Bill in Committ:ae.

rity refuses to obey the direc‘tﬁzru

reduce its expenditure?

5. Colleagues will remember that I proposed two options in'&f
belief that they would act as a deterrent to the limited mmbe;‘
of authorities caught by the interim measures. My proposal ¥
that we set a realistic target for high spending authorities
whereby, for example, if they cut their expenditure by say b
they would €scape our interim provisions. The'target h:zsk p
eveable and, balanced against the

an election, much preferable.

Itersé
6. In my view, very few authorities faced with such & &

would go for an election: But if they did, and won'éwe g
&ny risk of confrontation; whilst, if they lose,we W i
sympathetic controlling party, Thus we are Spare trol1ise £
practical aifficultieqct i : o

s 97
0s€ a referendum but remain in control, with the obvieit
potential in frustrating our policies.

oW
S t
Zéﬁhewr;ihis thus no certain answer to the quigzmn 8% ion
an auth be:
Would have to gelOrity that refuses to obey

central government olicy: there are no powers the
send in commissione?s toyindividual authorities El\:a’c ng
Councillors were advised by their own officials diture
risk of surcharge if th expe;’ese “tthe 0
standing is that Scottish office officials haVe oiipnat ¥,gw
the advice but in England the Attorney has advi however.
°;~—5‘¢93‘33€.Y‘,9“ld*be valid). Confrontation 1/
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) jther country. But when ye took decies It
in ei that ‘e authorities ywoulg cCisions to use
we ntral government ?‘: the limitg
T+ 4 e the end, T
It is a Very potent Sty We-rely

E?‘I€§t but we
YPothetical sity,

ation,

veness in every h

inte;est since its provisions
E(81) 27th) and included in
inet on 24 September (c(e1)32
ve developed:-

aislike of t
izplications ou
ingicate that po
ind.
for some of ou
T e that, T
I«Eoinc‘mf selective ir
ar

e referendum. This is an issue which has

de my own Department. Although we may

not without precedent in local governmen=

ters they are a constitutional aberration.

cularly when the facts set out at (ii) below

tervention will be seen as a better
stive t the earlier system when all authorities were

e for the faults of the fews :ComceFaithen =io NS
punished Ior further arguments exist, First, the publication
g l\;Oov:\r Green Paper on Alternatives to Domestic Rates
Sbortly 2 encouragexzent. to the interim nature of our proposals; z
will giv if colleagues decided, we would accept an inevitable
oo Z’-' in Parliament to limit the period within which these
;ii?ixze-a;e available, to a specific pumber of years unless \
renewed by order. |

2]

i supporters have figures to support the assertior |
é;ét 325 ;irsgvedpgw spending councils coul&;l b:hgohr::g into a i
referendum against their will. Those col]_.e:E“h:w %he! publtshed
followed our PESC discusslome W
figures in the White Paper have been used by 1leagues who have
associations to encourage this view. Equally'égowill know that
followed the discussions in MISC 21 and MISC o reTeTee the
these anxieties may fall away. The earliix‘ w?;oner I can allay
public expenditure issues now before us the s
_these anxieties.

Te decision before us
5. In the light of these considerations we can either:-

i - depending
i. proceed with either of the 2 Bills bef°:§ :sirecgign -
wPon the decision we take about the bt getting a Bill
forthwith. Tnis gives us our best Chaigefmancial year;
fhacted before the beginning of the ne e

0 the refer

H. ape i11 significantly to remove T WrC = Ty
Drovisiogg Z,’?ﬁ Ei%]s"titﬁe for them eithggr :ﬁc}nterventim as
aiginally proposed, or a procedure of .

described in the Annex; 4 block grant
sion an
rinié{ri Proceed only with the audit comaission &0 Fongirory
s

ti

i in i which are essen influence
A ggzck gghanetB\‘zlxi]c‘ham' sos_snd h‘iltion?f a
"ividual authoritied spending decis

ke 26
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1 think (iii) is unacceptable in viey

LNREY
= ii ither option h 1€ Dupy;
we have made. (1) & ére woy e o
two weeks in the view if the Parliamentar;dddelay ti“ﬁfne:s_‘
raises the question as to whether a systen’ o Sftsng,” My = on the setting of non-statutor
2 n Engl of § N ... gcotls ory
could be introduced in England. I ap gratesy)“irect 110, Penan £°
of State for Scotland“;or making availabie hi to th, Dlen, e 575 < 4] inEs lergely on the volume of current
the Scottish system with me. The Annex outy;S Officrnttens|™ . e guidel i .
system and a posslble.vr_ria_nt of one aspect Ofes the ) ond? ex1uding consideration of rent levels znd loan
of a parlismentary order for the referendur). it (suy gipures.c T -
for rejecting the Scottish solution in fRaeie e)I( Bive t§1 0o of 2 crude needs element formula
n 1tge.
ot v £ b on 2 per capita basis, the remzining
. Nor do I think the scheme of direct inte > %
%}?e Annex would bg_a .desu*able. The constitutigxgbgo‘fnv 1ded on Lo tors
be just as deep, if not more so, at so obvious a'c;’sulity
control. In practical terms the mechanism tral g,

3 ST S S Would Gens
we will increasingly be forced behind the formula-g:mn
now use and more into a total scrutiny of sey

11. More authorities are bound to be involveq, The ¢
element of election or referendum is removed,
central government, particularly if the choice is volunta
economies. I strongly believe that going for e

: - lections yoy
the best option but the delay in amending the B

111 to provige
them would aggravate the task of the business managers in obis

the enactment of the Bill for operation in 1982/83, If, ho
the business managers considered that substituting election
referendum would ease the passage of the Bill through Parli

dc th
s : : th i
indiviqua) ser\'ﬁz'(
e eterrent t i :
S = = IS F eed, sope ] : i has, since the reorgsnisation of loca
authorities might relish-such a controversial relationship ki | gresmaent S€7V2CC5 e

population. No detailed service by
tion is involved. This is possible becezuse the

e for Scotlsnd is responsible for 21l local

t in Scotlend, given the expenditure guidelines to ell
;a\:e:nnen

g tnovities. These gnidelines, which zre indicstive not

hig 8w i

£ vent expenditure which is
& | wndetory, represent the total of releva XD

s X + ities.
lead to an early enactment of it, I would opt for this cows, | tivided-up smongst zuthorl

they do not think so, however, I consider we should stick to (i
and introduce the version of the Bill that includes powers of

direction.

MH

Department of +he En
DM i Stre;t vironment
INDON

swi
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the selection of suthorities who are considered to be pienning.
j xercise

scessive expenditure end therefore to De subject ©the €
§ 2s DOW

f the Secretary of State's powers to withdraw grant (or,

. 3 ected in the first
moposed, to require a reduction of rates) is aff

O ‘pearer to guidelinmes;
tlace by eleminating those which ere within of pearct =

: trend of
®count is thereafter taken of population trends, the

: ses
: igelines, incres

®Qenditure over recent years messured against the g ;

recent yeers 1B

if used B_Q_lg}y

i X 5 over
" the volume of expenditure snd incresses

3 smalies:
TS, This can produce some apparent ron

~ . .ho
Islandss suthorities W
Teference to guidelines. For exemple, 2 =5-5

ot pursted
Wepe £ 7 5 entage terms were
®ll sbove the guidelines in perc Indeed a laree

iy

0) 4 : Ve«

"™ basis of tne "in house" criteris listed 800 to meet the
iled

mmrti"n of the suthorities in Scotland also feil

Rigey «
teline criteria. 3 .
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) ry of Stete she =
Where the Secretery 0% S YO Teke actygy
egaingt

suthority he is required to ice before t} &

e Hoyg
e

8 Tepopy

espect of e 2

Sthe

Sl 3 tion in o
to affirmstive resolut ach Indivigy,,

al
' : SO A : auty
He is required to give eny suthority against vhich h Chops
€ Pro
: e ey ; 05es
pake a report time to meke representations which, ig , P0gey 5
)
€ op
T0Cegq
A

are included in the report.

Could the Scottish system 2poly in Englang?

It will be clear to colleagues that the si

lend itself to such a system. First the block gr 4
il ant A
1 Gt STSe by,
GREs covering tot‘l‘ expenditure of services for which diffepent
ot
Secreteries of State have responsibility does not easily leng
Lend itgg);
to a system of expenditure guidelines which tske no account of

individual services. Secondly, the use of "in house"

criteria to
evaluate the budgets of loczl asuthorities and to decide who should
subject te the measures would be totally unacceptable to locsl

authorities in Epgland who would be likely to appeal to the couts
where they might well be upheld - see the recent Camden court csst.
Indeed 2 main plank of my defense in that case — on which I ¥es

specificzlly upheld by the judgement of the court - was that it v
impossible for me to take account of the circumstances 0 inaivite
euthorities because I did not have the knowledge or expertist d
Thirdly, with 413 suthorities in Englend the potentisl s°2l® ; t:
operation is unacceptable. Even if only 10% of suthorities Wer:;,
be involved (es in Scotland) it would present not just 2¢ ™ p

ALt
. 0g ¢
colleagues with an unmznageable problem. Apart from snytht

the
i TLER)
the size and scope of the suthorities involved (eg 6% °
London Boroughs) would be formidable.

o

d
Fi endo1®
10211y, although the Secretary of State for scotlend o

+ . 5
tuation ip B’Ela»a )
=1 Q0gg p,

. 1
m. t on
2JOT success agzinsy the Lothisn Council he did S° e
2

is responsible for all tt:
arment is pon the services involved but it

i Dep 3 trat i
pis ey could concentrate their effortg on' a handful of
Zus€
pec8Y T i AR
b England inevitably suc {
_porities: In bRg ably such a situation would not apply.
aut!

e for direct intervention
5 5¢2

i Boatire of the Scottish system which could be adapted fairly
me

4ily for use in Englend would be the substitution of an order

read

1 f a e I
sefore the House for a referendum. A scheme on these lines, mentioned
pefor

” pej‘&éraph g (ii) oI the paper could be on the following lines:-

j. the Secretary of State would set limits on main rates

for authorities as proposed in the draft Bill;

ii. an authority would not be able to levy a main rate or
supplementary rate above those limits without making application
to the Secretary of State before, say, June. The Secretary of
State would consider the application and any representations
nake to him and put an order before the House of Commons setting
out either the additional rate poundages he proposes to allow
to those authorities mentioned in the order. (The Government
would of course be blamed for these). The order might contain
directions. The authorities would be free to rate up to any
additional poundages or to make agreed borrowings when the
order was approved. The House would be unlikely to accept &
Procedure different from Scotland where each authority has

2 separate order.

: 1
4. there would be no appeal from the Secretary of State's
2 from the
decision not to include an autharity in the order of t
ared to grent.
&ditional rate poundege or borrowing he was ISP &

iv way of

* there would be no provision for local mendate By

e

Tre
ferendun or election.



