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FINANCE BILL
£(81) 32nd Meeting

recorded separately.
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jscussed the Local Government Finance Bill, Their discussion
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SETTLEMENT 1982-83
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UPPORT GRANT

pATE

£ nsidered memoranda by the Secretary of State for the Environment

comittee ©°

e
) 117) and

LE(Sl

sapp?**

by the Chief Secretary, Treasury (E(81) 118) on the Rate

Grant (RSG) settlement in England for 1982-83,
ral

GECRETARY OF STATE FOR THE ENVIRONMENT said that the Cabinet had provisionally
reed that the tota
o 982-83 should be increased to £18,000 million; he had listed in

1 provision for local authority current expenditure in

gland 32 1
adix A of E(81) 117 the breakdown of this total between services as agreed
Appe » et
:pme Departments concerned, He now invited the Committee to endorse these
¥

roposals. He had listed in Table 1 of E(81) 117 his proposed expenditure
y .
targets for each local authority. These would be tough, mainly because of the

e implied by the public sector inflation factors of 4 per cent for pay

squeez
and 9 per cent for prices.
cash expendi ture in 1982-83, than in the present year; even low spending
athorities would be required to make volume cuts of 1 per cent, and high

In total they allowed for only 0.3 per cent more

spenders would have to cut by up to 7 per cent, Those authorities spending over
their target would be subject to hold-back of grant, but he now recommended

that authorities spending at or below their Grant Related Expenditures (GREs)
should be exempt from hold-back even if they were spending over their targets;
this would be in line with the practice in 1981-82 and would avoid charges of
wfairness which would be difficult to rebut, He proposed to publish these
targets on a provisional basis and to issue firm figures vhen the main RSG

Teport vas published, He recommended that the RSG percentage should be

57 per cent compared with 59.1 per cent in the current year. Had hold-back
iPlied to all authorities spending above target, his Department’s best estimate
‘@ that the domestic rate increases on average might be 12 per centyion

th
® arrangements for hold-back which he now proposed the average might be 9

or
10 per cent, The comparison was on the basis of the main rate in 1981-82,

ang 1, :
eft out of account supplementary rate increases during the year totalling
was the one which most rate-payers

187
Per cent; this year on year comparison

‘:ui: ::'k" since the majority of authorities had mot levied mlﬂnﬁ:::;;h
wulg me:; the hold-back of grant which was likely to apply to some mt 3 s
“Cnmeudedth“ the actual rate of grant would be len.thnn 57 per cent.

that the details of the grant distribution should be left for

aetqeme
1t by members of the Home Secretary's MISC 21 Group. He vi‘nhcd to
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proceed immediately with the necessary Statuto,-y !
o

nsy. 5
fltatmt.E vigy

of the ay
v Bsg sety), N
il aftey Oy Ry,

and to announce as soon as possible the broadq shap,
e

would not now be possible to publish the RSg Teport

THE CHIEF SECRETARY, TREASURY, said that he Tecommeng,
nded qy,

52 per cent, He did not agree with the Secretary of
St

Percen
ate for gy, g

ty
L5 e, o hra..
TOPOseq g, hn’ L]
~5b1

asses. t of the conseq es for the rates of an Rsg

rate increase would be reduced by the concessiong
now p,

it was reasonable to take into the base for compari son
¥ P suy
during 1981-82; the figures for individual authoritieg tfplementary Tatg,
ok no |, -

Ccougt

By
- grant .
targets; the figures assumed significant overspending anq ) Penaltj, a

tingencies. An RSG percentage as high as 57 would Provide more
local authorities, would make them less willing to resist cash fo ,
e

probable reduction in expenditure, and hence in Tates, of |
, .
percentage; no account was taken of the effect S e Owering t,

Provisiop ¢,, o~

XCessive pay de
The settlement as a yy),
planned expenditure was to be increased by v
£1% billion for realism and the arrangements for hold-back had be <
stantially modified. o

and would increase the likelihood of overspending,
now risked being too weak;

In discussion the following were the main points made -

a. It was very difficult to Jjudge how individual authorities would
respond in terms of expenditure and rating decisions to an RSG settle
If authorities regarded targets as unrealistic and grants as inadeqs
some of them might well react by maintaining services, rating bigh &
blaming the Govermment for the consequences, It was important @ *
the confidence in the Government of those authorities which vert e
their best to control expenditure and rates, It should beT
the RSG percentage had already been reduced from 61 per cent
and further reductions were now proposed.

5
b.  Given the widespread criticism of provision for st ’:: 4
Particularly in the non-metropolitan counties, there night ™ * )
sasing the targets for low spending authorities and maki®d *”
Pondingly more severe for high spenders. It was, g
that this shoulq not be necessary if, as was desirables
authorities spending below GRE should be indicative onlY =
concerned not subject to hold-back of grant.

.

s

e
P i

targets ":m":;:
the
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. L= for the metropolitan counties would mean that those
- i, introduced cheap transport fares in 1981-82 would have to put
vhich ‘.’“ e substantially in order to meet their targets. It would be
P Lh“r. ;4; make clear that this situation arose because the councils in
“pct’ss“r“h'ld chosen to increase their budgets this year, by the intro-
‘1“"5f')’1"0f‘ low fares, rather than reducing them in line with the
tior

DE MINISER, summing up the discussion, said that the Committee agreed
5 PRIVE MDD

Jance that the They approved the

RSG percentage should be 56 per cent,
ba.
on

diture targets for individual authorities recommended by the Secretary
expendl =

state for the Enviromment and agreed that hold-back of grant should not
f Sta :

; 1 uthorities spending at or below their GREs.
apply
of State fo
MISC 21 to the remaining details of the settlement;

Scotland and for Wales should reach agreement with the Secretary of

to those @ The Secretary
r the Environment should seek the agreement of the members of .

the Secretaries of State

for
state for the Environment and the Chief Secretary, Treasury on the arrangements

for the settlements in Scotland and Wales. Decisions on housing expenditure,

‘hich vere relevant to the RSG settlement, would be taken by Cabinet.

The Comnmittee -

1, Confirmed that the total provision for local au{_’.hox_'ity u_:n:f'rent
expenditure in England in 1982-83 would be £18,000 million divided )

between services as in Appendix A of E(81) 117.
2, Approved the expenditure targets for individual authorities listed

in Table 1 attached to E(81) 117.

3. Agreed that authotities spending at or below their Grant Related
Expendi tures should not be subject to hold-back of grant.

i b
4 Agreed that the grant percentage for England in 1982-835 should be
5 pPer cent,

5 Invited the Secretary of State for the Faviroument =
i, to consult further with the Prime Minister, "h‘,.y .,fcéﬂ'iﬁ
of the Exchequer, Members of MISC 21 and the Secre d announcements
for Energy on the arrangements for consultations an
discussed in paragraphs 22 and 23 of E(81) 117;

embers of MISC 21 to the remaining
t settlement in 1982-83.

to e

"glh Invited the Secretaries of State for Scotland and g;e:uls::“ lzl:c

Treq the Secretary of State for the Euvironment and the'h = Hehhmuttle-
Uy vhat should be the implications for the Scotti

Rent,
® °f the Committee's decisions on England. :

;i, Yo seek the agreement of M
etails of the Rate Support Gran

Cab
nhmet 028 o
No

emb ey 198
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previous Reference:

1E SECRETARY OF STATE FOR THE ENVIRONMENT said that from consultations with
fonservative Members of Parliament it was clear that there was insufficient
aypport to ensure Parliamentary approval of the provisions in the Local
Government Finance Bill which made supplementary rate increases subject to
referenda. While there remained a strong wish for the Government to take some
ilternative action to deter local authorities from making excessive increases
in the rates, there was no consensus on the form of this action. The
ittorney General had advised him'that it was not practicable to pursue the option
viereby a local authority seeking a supplementary rate would be required to
mke an application to the Secretary of State who would, after considering
“tether the proposal was justified, put an Order before the House of Commons.
e vas now considering what other options might be suitable. If action were
t0be taken which would be effective in 1982-83 it was now probably too late
:: :e::“ ?O the idea of making supplementary rate increases snb‘?'ect.to re-election
pmwse:“:z;;teven if that were acceptable. He would \nsh to mm:::rlld:::
""“‘dnmestic x.:t::u the initial main rate, and the pro:::::ir;l';:”. e
be Mssible ¢, mp&yers from the full effetft of su‘pp. i
ey, i e supplementary rates subject to prior cons : i
Tates by wuulde Payers; this might deter councils'from P"P‘“m? SUPP g

not prevent them, It was also desirable to require counc =

seng g
Pa
Tate rate demands to council house tenants.
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THE ATTORNEY GENERAL said that the proposals puy g,

i i Twarq by N
State for the Environment for making apphcations s 8]

o §
ubjecy totan ¢

many g
The Secretary of State would he open

in his view, impracticable. They could involve - r
S 30
from authorities. o
courts on the grounds on which he had exercised hig ai
Secretary of State for Scotland, the Secretary of Stat,

would have to consult, and rely upon infonnotion,

SCretion,
€ for the

from Other Govey,
There was inevitably a considerable risk of mistakeg in this e e
esg,

THE PRIME MINISTER, summing up the discussion, said that the Comi
1t
that the provisions in the Local Government Finance Bill Top it ;e grey;
da o
The Local Governnen; Fing
ng,
as soon ag Possible vhigy

f the present Bill fop ),
back of Rate Support Grant and for the Audit Commission, 3y

supplementary rates should not be pursued further,

Bill should be withdrawn and a new Bill introduced
would preserve the provisions in Parts IT and III o
Before this decigjy,
the Committee wisheq to decide which o
the provisions in Part I of the present Bill should be kept and what pey Proviy
should be introduced.

was announced, and the Bill withdrawn,

The Committee agreed that the aim should be to contim
to provide for the shielding of the non-domestic rate Payer from the full effi:
of any supplementary rate; this made it all the more important to introduc s
measures which would protect the domestic rate payer,
doubted whether a "centralist" solution, involving Parliamentary approval of
Orders, would be acceptable; further consideration should, nevertheless, be ¢
to the possibility of such an approach designed to apply to only a very foi
spending authorities and on the lines of the arrangements now operating it :
Scotland, The Comnittee also wished to have advice on the case for vithin™
from English and Welsh local authorities the right to levy 5“”“““?“ ::
So bringing them into line with the arrangements in Scotland., They vfsre o]
consider further the Possibility of measures, perhaps in a separate Blih:ar
to expenditure by transport authorities. The Committee's decision o recert
options would turn in part on whether the Hn.\lse of Lords efngimees t::ndv“
Jjudgement against the Greater London Council's action in regpecf R in 1%
Transport fares. The ain should be to enact the new Bill, oF B’m'yendi“
for. the: previajunsubostunstitesbivastn Ehasitintnotal F60Ts 1982‘8?; pecest”
further consideration of thege questions, it could be anpounced *

A number of Ministers

1o
rome; ropos?
the Governnent, vas considering alternatives to the referendun P

2
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o committee
secretaries of State for the Environment, and for
2CT€ P :
Invited the -*\_ ltation with other Ministers as necessar}_', to cox?sxder
L 2porty in CU"V"’,IQil,ns in the present Local Go\.rernm?nf: Flntlmce Bl]..l
Trﬂ"}tlv which pl(:,‘ and, taking account of the Prime Minister's summing
“rg‘f;lld be presery ion, to advise what further provisions might be )
gho ¢ their dw”{:.—m 0;, the referendum proposal, in a new Bill or Bills,
up ed, 1in P1#
ntroduc
;:d to repoTte
that the Local Government Finance Bill should not be withdrawn
hat the

i in the
5, Agreed ther discussions had been completed, and that in
j:;til their furthe rcz,;(.nt should be made of their decision that the

: announ
meantimes "‘;0: referendas on supplementary rates should not be pursued
rovisions
¥uther.

labinet 0£¢5c0

5 November 1982






