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erence :E

LOCAL GO

. previot® Bat

(81) 35th Meeting Minutes, Item 1

onsidered a Memorandum by the Secretary of State for the

jttee ¢ A i
125) on the Local Government Finance Bill and a Memorandum ‘

(8(81)
ary of State

oo 02
. _onment 4
mnruls e, for Transport (E(81) 126) on possible legislative
e
1y the ying to transport authorities.

mwres &PP:l

cgcRETARY OF STATE FOR THE ENVIRONMENT said that he had considered
T S vhich elements of Part I of the Local Government Finance Bill should

further 3 . A
stained and what were the alternatives which might be introduced,

be mal
There remained a strong demand for the Government to introduce provisions to
12

seter local authorities from making excessive increases in the rates and, for

that reason,
possibility would be to impose a statutory duty on authorities to consult

he was opposed to dropping Part I in its entirety., One

rate payers before levying supplementary rates. This would be criticised as
inadequate: it would be difficult to give precision and meaning to the duty
and many local authorities would not in practice find consultation

He remained of the view that central controls through a

1o consult,
a constraint,
systen of Parliamentary Orders - applying to supplementary rates or to
temporary borrowing - were impracticable., The Attorney General had advised
that it would be impossible to avoid a serious risk of legal challenge to
decisions by the Secretary of State; if realistic limits were set there
could be applications for supplementary rates or temporary borrowing from as
%y as 30 or 40 authorities, It was not practicable to operate the system
% Pecisely as to catch only, say, 6 authorities: it would be vexy uncertain
V'hich authorities would be involved and some high spenders could be excluded.
7 vee it practicable to apply the Scottish system to England, where there
B authorities and responsibility for the relevant services was
::::d:ween a number of Departments. Against this background, he had
Tates a)4, that the right course was to ban the levying of mpple.llentaryh.d
en ?gether’ as in Scotland. In recent years supplementary rates
insue: ::J:r irritant to rate-payers and the measure would be seen as ::w
I the Polil:lt‘ It would prevent a situation where, when there was & e
ical control of authorities, new councils levied large Supp

Tateg —
n sks: authorities
order to. finance higher levels of expenditure. There were risks:

1

o
4‘
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could set their main rates at a high level apg blame

the Gove. %
anctjop te"'pox. LS W,

be necessary for him to use his existing Powers to ¢
borrowing to cover emergencies and contingencieg not
the making of the main rate. On balance, however,
risks should be accepted. Subject to the outcome o

foresgen at gy,

he Judgeq thiny thehme of
f the Houge of %
judgement on the current case on London Transport faves Tdy

1 » he f“VOured
legislation to control the speunding of the London Trans

3 port, Exec\m’ve (i
and of each of the Passenger Transport Executives (PTEs) . L)
cias * Furthe,
should be given to the imposition of general dutieg on 1 o t

ocal anthori“eg %
ture which vas gy
1d diver 4, T

require them to repay rates raised for transport eXpendi
subsequently authorised; otherwise local authorities coy

income in question to the financing of other services,

THE SECRETARY OF STATE FOR TRANSPORT said that there were
for taking separate legislative action to limit transport
was to set External Financing Limits Tor the LTE and for each of the PIEs,
with powers for the Secretary of State to intervene as necessary; the other
was to place the Greater London Council and the Metropolitan Counties under

subsidies: o,

a statutory duty to take account of guidelines from the Secretary of State
as to what he considered to be the maximum reasonable level of subsidy, (u
or other of these measures would be necessary if there were not to be nev
measures to limit local authority rates in general. No firm decision coulé
be taken until the House of Lords had given their judgement on the current
case on London Transport fares, He doubted whether in practice it would %
possible to require a local authority to repay that part of its rate inco®
which had been raised to finance transport subsidies which were not )
subsequently authorised; when rates were raised no specific amount of 1=
was earmarked for particular services.

In discussion the following were the main points made -

subsidie®!
acticad’
oW

a.  Apart from the Possibility of legislation on transpor®
which would be considered further in due course, the only Pror
alternatives vere either to drop Part I of the present Bill
the levying of supplementary rates,

two main Possibily,

| CONFIDENTIAL

some disadvantages in abolishing supplementary rates,
were Som
There

thority wishing to raise a supplementary rate exposed
an au )
sent

At pre riticism for high-spending. If supplementary rates were
itself to ¢ local authorities might rate higher than otherwise in 1982
gy OB 2 L
ot e lame on the Government's decision to reduce the Rate
blame '

and put the t to 56 per cent in 1982-83, Alternatively they might
an

support ¥

;gher than o Tarad
rate highe he change as a further example of central government limiting
cise the =

therwise in 1983, Some local authorities would

eriti

cal government,
rs of local g
pove

the

The balance of argument was, however, in favour of banning
Ce

lementary T
pe i) favour of this provision. As the Secretary of State for
n

ates rovided that there would be a Parliament:
s P ary
= those who had been
Environment had argued, the measure would answer
the Enviro X
tical of high supplementary rates in recent years and would stop
critica b ¥

ly elected councils from introducing supplementary rates in the
new.

Sumer of 1982.

d, There could be difficulties over the authorisation, or refusal, of
temporary borrowing by local authorities who claimed the? had to
finance contingencies not foreseen at the time of the main rni.’,e
increase, The Secretary of State for the Environment won]..d either

have to approve temporary borrowing, and the expenditure it va: Lo
financing, or to refuse it and risk being blamed for consequen

services and, perhaps, for difficulties in debt servicing by :e“med
authority, Local authorities would, for the first time, mot of the
to cover all their revemue expenses from income, fo 0 d, if
Dain securities of local authority borrowing would be ishesing :na:l to
the confidence of the financial markets vere shaken, this could le

. to difficulties
S0me rise in the cost of local authority borrowing ad should

In raising finance, To deal with this problem considexation d in the
be given to providing for supplementary borrowing to be “l::i e
fnllwing year, and the adequacy of the Secretary of State d:“m 2
Powers tq control temporary borrowing by local anthorities
Te~examineq,




THE PRIME MINISTER, summing up the discussion, saigq

; 3 that the gy
that the choice had narrowed to one of abandomng Part 1 of tp, %the B,
Government Finance Bill or replacing it by Provisiong ¢, o ® Logy

supplementary rates in Englaud and Wales, The Secretary o, State lay
Environment and the Chief Whip should now urgently consuls ol for the
i i : . ervat:
Members of Parliament on this choice; in doing so, they o ukmve
Make

tary Tateg ang
It was essentja) that

® Support of ,
House of Commons; the Committee would take a final dec

the Government's preference was for banning supplemen Clegy ty

there were no other practicable alternatives, that
i i s proposed should command th ]
legislative measures propo b :
which Courgy
In eithey

ision on
to follow in the light of the outcome of these consultations,

event, the present Clause 5, which protected non-domestic Tate payerg tra
the full effect of supplementary rates, would have to be droppe
would have to be explained with care to industry and commerce,
Secretary of State for Transport should arrange for drafting of
on the two alternative bases set out in E(81) 126; this would be on a

contingency basis, and the Committee would decide what action to take in the

light of the House of Lords! Judgement in the current case on London
Transport fares,

d, and thi
The

legislatio

The Committee -

< ief
L. Invited the Secretary of State for the Environment and "::f:;em
Whip to consult Conservative Members of Parliament, as indica

“m.tini‘
Prime Minister in her summing up of their discussion, on the llh‘nance Bl

of abandoning the provisions in Part I of the Lecal e
and of providing for the abolition of supplementary rates,

5. Invited the Secretary of State for Transport -
the
T
. In consultation with the Secretary of 5““,;::1“ Loc
to consider further the provision of a duty to rexpen‘liw
authorities to repay rates raised for transport
was not subsequently authorised,

CONFIDENTIAL

, for the drafting, on a coutingex‘:cy basis, of
To arrﬂn‘—":ures to deal with transport subsldxea.on the two
';islutive o roaches discussed in E(81) 126 and taking account
jve approa

e lof) Feds

;ider further, in the light of reportg on the further
l““ ioned and of the House of Lords' judgement on

h'rk th + fares, the Local Government Fingm‘:e Bill and new
V"ndaﬂ Transgzisures to deal with transport subsidies,

jslative
legl®
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FIXED CROSS-C
jdered Memoranda by the Secretary of State for Transport
¢ Secretary, Treasury (E(81) 122) and by the

atf (CPRS) (E(81) 124) on the proposals for a fixed

s
ittee COM
comnt
he

) 121), ¥ thie Chle

eview St

~ECRETJ\R¥ OF STATE FOR TRANSPORT said that there were broadly three main
S

types of fixe
,mersed tubes.

seed t0 clarify t

4 link: bored tunnels, operated as a railway; bridges; and

The next stage of discussions with the French Government would
hree fundamental questions: whether to go for a quick start
il tunnel, with the necessary legislation in the present Parliament;

Jhether 0 study bridges or tubes more thoroughly, implying a much longer
tige-scale and Do legislation in this Parliament; or whether to rely on
lopment of existing services, on which he was waiting for a report from

deve.
the Dover Harbour Board which represented port and shipping interests. Since
all these options were regarded as open by both sides, it was unnecessary to
aivise the French that the Government had doubts about whether a fixed link

was vorthwhile. The aim was to finance the project by private capital; the
French would, however, seek guarantees from the Government against cancellation
of the project for political reasons, and there was pressure for other forms of
Government guarantee and undertakings. In the light of the further work on the
economic appraisal of the alternatives, and of the options for financing, he

vould make proposals to the Committee in the New Year.

TEE FOREIGN AND COMMONWEALTH SECRETARY said that the French had charged the
last Government with bad faith when, in 1975, they had withdrawn the

lnited Kingdom's support for a channel tunnel. This had done great harm to
"elations between the two countries. It was, therefore, essential in the
¥resent negotiations to keep the French informed of the Government's thinking.

I gig i
cussion the following were the main points made -

% There should be no commitment to any particular course until the

"15ks had been fully assessed and the Government was satisfied that
thy $ A
© Project merited the use of the resources necessary to it. Decisions

6

r o
T e
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on technical and organisational issueg woulqd have

. ATaal It to he %
light of the ecomomic appraisal. would be 4 Bistake Wiy
this stage the more imaginative schemes, such ag the - o “
backed by the British Steel Corporation; though there |, s o h
such schemes were more expensive, Tisk thyg

b. It should not be assumed that legislation would ywi, it
Mt ayg

Other Tegiog,
th East,
ons,

W,
support. Experience of earlier proposals showed thay Ty

mm

the effects of a concentration of resources in the Soy
in th,

South East itself there could be environmenta] objectj

c. If there were to be a link, further consideration would negq ¢ :
0 be

given to the problems of immigration controls,

THE PRIME MINISTER, summing up the discussion, said that the Secretary of Sigy
for Transport should proceed with the economic and financing studies in hay
and report further in the New Year. Further work, and any discussions vith th
French, should be on the basis that all the options discussed in E(81) 121,
including that of relying on existing services, remained open and that the
Government was not yet committed to any particular course; it was essential
avoid any possibility of misunderstandings with the French Govermment. If thr
. it with
were to be a fixed cross-channel link, the aim should be to fund it vit ‘
involvement and undertai

private sector capital and to reduce any Government invo

to a minimum,

The Committee -

’ in arrangi®
Invited the Secretary of State for Transport to be F‘:::g;mt, w
for further studies and discussions with the F"“hd :o report furthe
Prime Minister's summing up of their discussion, an
in the New Year,

Cabinet 0ffice

4 December 1981






