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LIMITED CIRCULATION ANNEX
E(81) 32nd MEETING MINUTES
THURSDAY 5 NOVEMBER 1981 at 10.00 am

SECRET

L0CAL GOVERNMENT FINANCE BILL: INTERIM RATING LEGISLATION

previous reference: E(81) 31st Meeting, Item 1.

E COMITTEE considered a memorandum by the Secretary of State for the

avironment (E(81) 110) on the Local Government Finance Bill to provide for

isterin rating arrangements for England and Wales.

IEE SECRETARY OF STATE FOR THE ENVIRONMENT said that he had prepared two draft

Bills, Both made supplementary rates subject, in certain circumstances, to

referenda. One of these draft Bills gave the Secretary of State powers to give

secific directions to a local authority which had lost a referendum; the

other Bill excluded these powers. The case for including the power of specific

firection was that it could be necessary for the Secretary of State to

e specitic action to direct a local authority which, having lost a

Mefend‘m‘ wished to obstruct the Government's policies by, for example, cutting

:::::zdserv%ces perversely. There were three broad appro-ches.tn be

o Bil)g ;h«FlrSt’ the Government could proceed forthwith with en-‘.her of the

Royq) Assen::h he had prepared; this gave the best chance of getting

“Sentia) i ef?re the beginning of the financial year 1?82-83, as \jumt A

stconﬂy’ it :atmg decisions and expenditure were to be m‘ﬂuencfd m bt year.

08k grans prz\l%dAbe p?ssible to proceed only with \.‘.heAudlt Co-u:::” A

Yack Erant, e vlsf"“ in the Bill which were essential, to nlf en' by
chanisms and holdback of grant to influence spending decisions;

cungide '
Ted this course unacceptable in view of the public statemenss

e




already made that the Government intended to introg,
uce )

the power of authorities to levy excessive rates

€gislat;

Thix‘dly,

3 g t
and substituting for them either elections, ag he h e
ad o

possible to amend the Bill significantly by remiovin it Vouldxmlng
e

rerermd

Ti gi“‘*lly r“:rmq,‘:»
08e4

and still preferred, or a procedure of direct intervent
Dtion 44
desey
ibeg
Iy

the Annex to E(81) 110. The disadvantage of this cou.
Tse was 4
at

the Bill by two weeks and dd
- Y so a to the already considerap) ‘W‘llm
the Parliamentary timetable. He was convinced that i e p"“‘ll"eg N &),
would oy
be
Pragy;

to adopt in England a system of direct int
ervention simi]
ar to

oy

The S iB Segy

e .ecretary of State for Scotland was Tesponsible for all 1 1o smlk.

services in Scotland, and so was in a position to malke) oy d°ca1 Authors,
Judgement, o -

Vheth,,

§ €Xxcessjve,
Secretary of State for the Env1ronment, howevgr, déalt oty :581\78. the
°nly a mingy;
by

expenditure by a particular authority was unreasonable ang
an

of the English local authority services and so could not mak
without involving all the other local authority Ministers co:c:\lch 8 judgeney;
there were relatively few authorities in Scotland but 413 in D:nlled' ‘\b’onuvl."
3 momber of Labour authorities who might well welcome martydom : 0, %mm‘:
to‘challenge the Secretary of State in the Courts. An altemnt.iies:e]‘ln\g
“Smg'one feature of the Scottish system, would be to make certain s:pr::h' n
;:te :‘cre‘.‘s“ subject not to a referendum but to an order of the Hou:f. T
ce:t:";e::i:;::n:h::n::‘:id b: ﬂ.‘ﬂt 16 would Trepresent an increase in
move from+formula based tu‘::t; :: :r:cmce' w?“ld lnt':rez.xs?ngly h".e ke
He accordingly invited the vl otzl scrutiny of individual s.ermces;h :
a Bill providing for referenda . e he.s}.m“lfl Pllh?.l!h s
and for powers of specific direction.

The following Points were made in discussion -

a.  Alth g
. ough the various proposed measures for restricting rate
rea. 3 s
ses were difficult and controversial, it was not acceptabl

Poll,ticnlly for the Government to do nothing. The level of rates
w of the

:::t:n:i:ra:::e S country and, in Vi€ paintsl?
its credibili it Govermgnt. vould ' sac bé able b ent
the Gxiut'l v ualess new legislation was introduced to “Wl.’“‘ 1008
s ".I"m‘]:’“rf f-o restrain local authority expenditir® m’cal"
for 'tmﬂ. B .‘d‘hhm it would be worthwhile to explore ™
existing “"T the present system, for example by toue!
ements for hold back of grant.

ening g

2

were to be made conditional on an

1# the supplementary rate

N er than a referendum, this lessened the risk of

,1ec“oﬂ o with a defiant local authority. Serious objections to
cunfrout“.e pad however been identified in earlier discussion in the

this cvuj an election could not be confined to the narrow issue of
Cam’twm;d no action could be taken in respect of non-elected precepting
::::::—nwi such as the Inner London Education Authority. A requirement

than a referendum would be unlikely to ease the

for an election rather
pill's passage through Parliament.
i

There were strong arguments against supplementing the referendum
Ce
requirements with a power of specific direction. This would increase

.,ppasitiou to the Bill, and would draw the Government into detailed

intervention in local The argument for such a power

administration.
had been that a local authority which had failed in a referendum

would react by taking steps unacceptable to the Government such as

cutting the provision of essential services or increasing rents and fares.
It was however doubtful whether an authority which had failed to secure

public support in a referendum would feel able to take action of this

kind,

d. In view of the strong objections of principle which many of the
Government's supporters had to the referendum proposal and the doubts
about whether it would be accepted by Parliament, careful consideration
should be given to an approach similar to that adopted in Scotland
“hich would enable the Government to intervene directly to comtrol rate
levels. Direct central Government intervention of this kind in Bagland
d Vales would however provoke just as much controversy on legal and

col i 3 :
"stitutional grounds as the referendum proposals, if not more.

e,
There vere also doubts as to whether arrangements analogous to
where there

thoge j
“ %€ in Scotland could be made to work in England and Wales
S a
Mich larger number of local authorities, whe

TeSPonsipiy
Oca] Sibility of several different Secretaries
SUthority expenditure was not determined by jndividual guidelines

bug,
Part, yfgeneml formulae. This latter point had been an important
; :
e Government's case in the legal qction involving the

Lon
e Bom“gh of Camden

re services were the
1 of State and where
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- There might be a more workable variant of th
€ Scoty;
ish
ar,

on the lines indicated on the last Page of the
ex to E(

Ty
81) 119
idenn“eﬂ
Telary

Seaey,

The criteria by which high spending loca] authory
i

i
for control could be the same S wer,

Y the g,
€me, The

as those envisageq 1,
State for the Enviromment under his referendun sch
C

would be that, instead of being required to submijt iuermg

itsely to

the local authority seeking a supplementary rate woulq h a re(mn%
ave ¢, y
ae

application to the Secretary of State who woulq aft
’ er Considey;
Ting

the application was justified, put an Order before the
€ House o5
C

g "helhg,

Omagns,

g.  Without more detailed study, Ministers could not ag
Sess

the alternative approach involving a Commons Order e

would be P

and acceptable to Parliament. Meanwhile there was an ur, acticah),
gent p

- ) : eed
introduce a Bill if the Government was not to risk missing th it
e

to affect the level of rates in 1982/83. sy

It might be better
' t0 consig,
the Commons Order option as a fall-back Position which might dep m;’
i} en
on developments, be substituted for the referendum Tequirement at th
3 e
Commi ttee Stage or at some subsequent stage during the Bill's Ppassage

through Parliament.

h.  The degree of Opposition from local authorities to the referendu
Proposal, and possibly to any other proposal for restricting rate increse
vould be affected by the Government's decisions on Rate Support Grant
and council house rents. These issues would be coming before the
Cabinet in the following week. It was however doubtful whether the
Government, could reach decisions on these matters which would
significantly reduce local authority opposition without departing i°

far from their Public expenditure objectives.

i.  On present evidence about Parliamentary opinion both in the CommoB®
ll'ld in the Lords it seemed doubtful whether the tightly °°"P"sud

timetable for the Bill which had been envisaged earlier would be
Practicable and in Particular whether a guillotine motion could b
contemplated, The Position would need to be reviewed after et

cond

i

ssion, said that there was clear

disc

5 summing up the

D ML\IIDTHZ,»:‘,U”“ should be introduced in the current Session to
‘,gem"“" that i::edse: in England and Wales. It was also agreed that this
;5[”ct rate ”ld not include a power of specific direction, and that the
geglil"m"l‘ shﬂ“m‘w should be set, and local authorities caught by the new
s 18 vhich 1; be as proposed by the Secretary of State for the Environment.
mn:rals' AT ossible means of controls: the local authority seeking a
fere ¥ere Chfeetz could be required to submit itself to re-election, to submit
supplementax’)’ ra endum, or to make application to the Secretary of State who
jtself to @ ’efe:den:w whether the proposal was justified, put an Order before
vouldy atter CUDSODL ;he majority of the Committee were not in favour of
the Bouse Y C"’:":‘m. In considering the remaining two options, the Committee
g eleosio] - Yy he immediate introduction of a Bill which included a
favoured, on balance, tuae
referendum requirement. Further work should however be done to assess the

practicability and desirability of the alternative option invelving a

(omons Order, which might have to be considered as a substitute for the
referendum requirement if that did not attract sufficient Parliamentary support.
it some stage the Government might need to make clear its willingness to

consider this alternative approach, depending on the further studies and on

the assessment of Parliamentary opinion, this should not be done before the

The timetable for the Bill would need to be reconsidered

Second Reading.
In order to permit the Bill's introduction

after Second Reading in the Commons.
% b November, it should not be further discussed by Legislation Commi ttee.

The Committee —

L. Agreed that the Secretary of State for the m‘:immm?;h‘;“i:r
Publish on 6 November a Local Government Finance Bill provi
Teferenda but not for powers of specific direction.

% Invited the Secretary of State for the Environment, in c;nym:it.:;on

:i:h Other Ministers concerned, to arrange for a t'letnl'ed stud =

ande:natwe approach referred to in the Prime ms?:rnsd:.m-muion,

if g © Teport back to the Committee in time to permi
cessary, before the Second Reading in the Commons.
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