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Heporandui by the Secretary of State for Scotland

/ 1n E(80)94 I had proposed action in Scotland similar to that
proposed in E(80)93 by the Secretary of State for the Environment
put with some provision for my dlfferem.: statutory powers. On
further consideration I concluded that it would be preferable to
adopt a different approach to curtailing local authority
expenditure. That approach has, however, been contested by the
(hencellor of the Exchequer (with the support of the Secretary

of State for the Environment). The purpose of this memorandum
is to explain my proposal more fully.

The Pattern of Over-Budgeting

2. Since 1976-77 current expenditure guidelines have been issued

to each of the 65 local authorities in Scotland: 9 regional

councils (providing the major services and accounting for some

8 per cent of total expenditure), 53 district councils and

3h5ma11 all-purpose island area councils. Comparison between

th burely indicative guidelines and budgets broadly indicate p

authex’gez}t to which the three groups of authorities and indivadnal
orities are complying with expenditure policy.

By

thei , s
e;ragmposals showing a net excess of just over " per sent.
expendie now known to be muking strenuous efforts to curb

€ in response partly to inflationary pressures e

8 of the 9 regional councils have budgeted close ©0 guidelines;

Partly o m : T expect
Wb-typ, po0 T€Deated enjoinders to secure econounies. e
ling tota{(_)r these authorities to be materially pelow the guide

simation

gOpulationi‘.l Strathclyde, which has 47 per cent O

epriVat.
leg o .1011, de
Lotginslbly in

. the
am bound to have perticular resardftghe Sl

cotland and faces considerable_problemshgiegl‘bzin
8pite which the Regional Council has bel council
expenditure matters. The ninth regiona 4

5 per cent) above

the »o%y has pyg : 12
Buide) § geted for expenditure £25m (12.5 T is
beme: It does not intend to curb expenditure and 1

O political confrontation.
.
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deeted ex‘pel:lditl_ll‘e for District Councils orjiei allx
3 e excegs over guidelines of 12 per cent. Followigln 11y
gowed for revised budgets and taking account of inflatio

oy requzg together with slippage, the present plans of district

gres B ave consistent with an excess of about half the original

. 4 authorities show some excess but their expenditure is
7 ls%;alﬂscale and two, Orkney and Shetland, are facing acute -
ﬂﬁ%cﬁlties due to the impact of oil development.

di

ary, Wy difficulties are centred mainly on a si
' ioizlsgﬁnc}i']' which accounts for 60 per cent ofythe totall1gle
regess of £40m currently indicated, together with a sizeable group
let district councils some of which show substantial percent:pge
gxcess on relatively small expenditure figures.

mhe Effect of Abating the Increase Order

6. The effects of a reduction in grant payable under the first
increase order for 1980-81 would bear no relationship to the
pettern of over-budgeting and would have damaging consequences.

It a reduction of £40m were made, the reduction for regional
councils as a whole would be £35.5m. Lothian would lose only
£.5n so that £31m would be lost by the other 8 whose expenditure
is expected to be within guidelines. In particular Strathclyde
exhausted its credit balance at the start of the year in order

to contain the rate level in 1980-81, and made low provision for
inflation. It already faces a deficit of some £4Om. That would
increase to £58m if the increase order were abated by 40m.

Sevel_val other regional councils including Borders, Grampian and
%aysme which sympathise with our general policies would also
Oiﬁfse\éerely affected. The loss of grant to Lothian, the principal
plaggegrégggé‘iltgge?he other hand represent under 2 per cent of
Zhan Egereﬁ:e“ on district councils would be relatively much less
%h.6m op soroBal councils. The total reduction would be.soglf
Counei] thPer cent of expenditure. As with Lothian Rggloilh

the Perc,:ente grant reduction would therefore be much less whan
age excess.

e

Simplynaggortv a £40m reduction in the increase order would not I
Ulects ., ect co-operative cnd unco-operstive autlioritie. .;l:.ke;7 ;. Stpa
Breater »ourd be severe on-the 8 regional. councils vhich account for T

er
wely 'y Part of expendit s e on the whole responding
;g‘{ere egovernmenfppﬂic;reaggdwg&ighhzge a relatively much 1es:
ht $ot on those mainly responsible for the plamned Fgss:
more pronounced because needs eI‘Lemegi +nibution
ectl of grant than in England, and 1t8 G185
J affected by expenditure patterns, being mainly
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ography. In political terms, action on these
termined byagzlé‘ %he Convention of Scottish Local Authorities
de uld ¢ against Government policy. We would alienate
rankf'ters and encourage more extreme elements in two
v own sugggcils which, although Labour controlled, are at
c

region: sdopting comparatively moderate policies.,
resed

1ective action
V’;a;h 9 of E(80)93, the Secretary of State for

In'Paragnt explained that his proposal to withhold part
e Env;roglé‘gse order involved a measure of rough justice,
of the lnchis was the onH weapon available. In Scotland,
put that t can adopt an alternative course of action.
howeverf re seek the agreement of 1;he Committee to a more
1 therelo roach in Scotland, using my statutory powers to
peloctive agppayable to authorities which have in my
pelet g?‘_‘zalf:lurred excessive and unreasonable expenditure
Oplmol}bed in parsgraph 5 of E(80)94). Local authorities
'(degcréland have already been warned of my intention to do
2’3 cosince the amount of any such reduction dependg upon
thé out-turn for 1980-81, I cannot at present quantify the

: i i 6 t would fall

reduction or specify on which authorities i all, &
but I am convinced that the prospect of the power being use
will be more effective in discouraging excessive
expenditure than a reduction of grant under the 1ncreas§
order. I would propose to examine the out-turn of eac
local authority against the same criteria as were used tg g
set its guideline, which is based on expenditure for 1978-7
updated for population change. I shall than take into
account any mitigating factors, such as oil-related
developments. I shall also have regard to per capita 3
@penditure on particular services, compared with that by
sinilar authorities, and to expenditure trends. ?Jled
&propriate grant reduction will have to be determlnep I
;zgar%tely in each case, and take account of.thehfsgrt-g 2
e oy each of the authorities affected, which hs el
Ported to the House when I seek approval for the propose

pluctions. ~ Whilst I cannot undertake to sectre a reduction

n Brant equal to th . it it shoui? ha
: Q e excess in expenditure, : Eeweln
2°§§§u§n Dind that the procedure would engble re o secu-e

*tion greater than the excess if ome or two 1ocel
2ei OTities Bave substantial excesses but others hfzct;:’;ml‘ed
1S.  The advantage of this procedur;‘:{-.-u__‘_ and
%aingt ;o0riDE in relation to a known out-turs € uld
ldentifieq over-spenders. This procedure Wo

CONFIDENTIAL

108

s

110




CONFIDENTIAL

nore accep‘tiable to co-operative authoritiecg:

e authorities are more likely to be persuaded
i ction related to over-spending than by the more
1 dire‘?t Sffects of a cut in f;he increase order. When I
uncertalﬁe Convention of Sc:ottlsh Local Authorities of the
0 e 7 propose to j;ahe, and in the'subsequent public
Tive Whlmentv T shall make clear how seriously I regard the
announ": of over-spend and that I intend to act as severely
Proigezonsistent with my powers.
S .
8! to later years, I will seek extended powers in a Bill
0iF e —don to effect grant reductions related to excessive
next S?ture intentions; authorities are aware of this and
expenglbe discouraged from seeking to offset reduction in
shg‘;}; sor 1980-81 by rate increases rather than expenditure

reductions.

I therefore seek the Cgmmitteejs agreement that there
hould not be an abatement in the first 1980-81 RSG increase
f)rder for Scottish local authorities, but that I should
take selective action under my existing statutory powers
against jndividual local authorities which have incurred
excessive oOT unreasonable expenditure.

G.Y.

gCOTTISH OFFICE
9 September 1980
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