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Control of Spending g\c‘u/

Wa take fthe view that there are ' omings
in the overall control of local government finance -
and that thers is a need for a linmit in cash terms,

We believe that the real freedom of local government
is in the decisions taken concerning the provision

of services and the spending of money rather than

in the raising of revenues. We think, therefore,

that there should be a very much larger element of
discretion in the conduct of powers and duties, and
e provision of sewvices within an overall cash limit.
Thig will mean the repecal of many minor statutory
provisions, and a general gtreamlining of circulars
for Government Departments. Constant reference to
Whitehall for approval of gquite mincr activities should
cease. This will mean considerable reductions in
staff both in local authorities and Central Government
Departments,

Cagh Timits

Trgether with the greater discretion for
local decision~-taking, we believe that Central
Government should ha?e_a power, where necessary,;

o fix Wt orn local
gXpendl pur g Eovernment ﬁu'h..."'ﬂ,'

o riegotiations between DGE and the local authoriiy
agaociations, determine in advance the total
level cf expenditure appropriate in the following
finaneial year bagsed on agreed estimates of local
needs and resources, not on previous levels of
spending.

The Government Grant would be exyressed in
terms of cash limi%a and there would be no provision
for an increase order. The Consulimtive Council on
Local Government Finance should supervise the
moni toring of local suthority expenditure and manpower,
We envisage that this would bring togetiher numerous
ad hoe bodies already dealing with monitoring.

Probl iai from ¢ limits

We recognise that thers may be a numter of
contingencies which lead to overspending or local
authorities running out of money before the financial
year ends. These arael-

{(a) unexpected levels of inflation

Increase ordcrs would he incompatible with
the cash limits principle. Iocal autherities
would have to make economies, if necessary
reducing servicea and staff.

(L) additional Auties or commitmesnts given

to 1ocal sufhoritieg by Contral Government

New legislation and nationally agreed pay
settlements add to the outgoings of the local
authorities, In these c¢ircumstances a EpEGiflc*
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grant should be made in reapect of the

cogt of edditional coumitments during the
finaneial year. New legislation should be
accompanied by an appraisal, agreed with the
local authority associations, of the revenue
and manpower implications for local authorities.

(¢) Loecal mismanagement

Where local authorities are responsible for
’? overspending, they showld rnot be rescued by
n Central Government, There is merit in
identifying extravagance and mismanzgement
in the minda of the electorate.

Capital Expenditure

Capital expenditure should be subject to the
same overall limits as revenus expenditure. We
believe that there is a atrong case for dispensing

,*with key sectors and dealing with all loan sanction

through the Department of the Environment, through
a block loan allocation, Local authorities and the
Government should fully appraise the manpower and
revene implications of all loan sanctions for
capital eXpenditure.

Local Hevenues

Trne Party has pledged itself at the last
elaction and on several occasions since to:

® abolish the domestic rating system
and replace it by taxes more broadly
based znd related to people's ability to

I:E'ﬁr'. "

We take the view that the abolition of s11
rating would bhe Jdesirable (although we conwider a
property brsed %ax below), Without domestic rates the
politicel sanction of the system will ¥irtually
disappear and commercisl and industrisl ratepayers
would be vulnerable to savage rate increases by
individual Iabour authorities. We believe however,
that there i3 no alternative to the retention of
commarcial rates, and we recommend that this tax is

“rgpelared. to tlc.hhchoquer,  The problem of small
buainess ratepuyere remaind, We recommend that the

measursa outlined by John MeGregor's Lecal Government
(rate relief for small businesses) Eill should be
implementeds—

() the right +o pay rates by monthly
ingtolmenta;
(b) eligibility for domestic relief.

g e L S,
Fracepting

We believe that as far as posaible the revenues
of counties and districts should be separated. This 1is
a relatively simple matter in respect of the Government

grant,

I+ ia posaible also to devise a system to
provide both counties and districts with locally
raised revehnusa,

naa |/ Diffiﬂu:.ty arises
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Difficulty arises because the responsibility
for major services (education and social services)
is placed at different levels in metropolitan and
non—metropolitan areas.,

4 local supplement on VAT would be capable
of operation at county level throughout the country

and this would be required to meet the coat of providing

bft o,
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county services {excepting, in non-metropolitan areas,
education and sccial services). An additional 3 per cent
on YAT would collect about £1000 million. A household
tax, based on propertiy valuation but including a surcharge

to cover earning non~houssholders would be collected by
district councils and this would be required to meet the
cost of providing district services {except, in metropolitan

areas, education and sccisl services), A viable slternative

jfl?hﬂﬂ

from all employed people, without the complication and the o
poagibllity for evasion inherent in using the electoral

to the household tax would be & poll tax on all
enployees cellected at a flat rate via PAYE. This
would have the merit of raising a substential sum

regiater. A tax of £l per head per week or £50 per
annum sould raise about £1250 million.

The bulk of the cost of educatiaﬁ“anﬂ social
services (at county level in non-metropolitan areas
nd at district level in nmetropolitan arsas) would

needs elament paid to metropolitan distriects and non-
metropolitan counties, and a much smaller resources

government grant. This would ;

ﬁie borne by a 90
be the largeat rt 0oI a two=-element excheguer grant:

element for which any authority would be eligible if its

local regources fell below a naticnal standard. The
table at Annex A summarises the relationshin of the
different revenues. In addition we propose that a
number of optional minor revenues might be available
to district cowcils: lotbteries, planning application
charge: and & tourist tex collected from hotels, We
have devigsed a Iramework for local government finznce
with certain options, which we now propose 1o discuss
with the Shadow Treasury teamn.

Economies in Tocal Government
Charges

We recosnise the need to move %o more economic
levels of charges for local authority services. This
would apply nof only to rents for council housing,
the major cheige made by local authorities, but also
to charges for recrentional facilities, e.g.
swimming pools, where the current level of charges
is on avemge@per cent of the cost of the service,
and charges for a range of envirommental and social
sgrvicea, A4 number of education services should

i

charge a f coatr agho als, milk ANSPOT L.
We also sUppor intrgﬂucﬂ ﬂ:'n"'a'i"ﬁh"argea Tor qE8 Lo
et e ———

with planning applications.

En powe r

The manpower requirements of all Jocal authorities
ghould be g trictly menitored, We believe that staffing

esteblishmentsin loeal authorities should reflect
the minimum routine demands of work, and that local
authorities should bire temporary staff or engage
conpultants to meet .4k denand.
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Nationally agreed pay settlementa for the
police and teachers sre gubject to the direct
approval of the Home Secretary and the Education
Secretary reapactively. We believe that pay agresments
negotiated through the national joint councils for
other local authority employees should be subject to
the approval of the Secretary of State for the
Environment,

Stre ini eryices

It is not Party policy to reorganise local
goverrnment and certainly not to leawve half cpen
doors for the advocates of regional government., The
1972 Act has created a number of expensive
problems stemming from the fwo-tier system and
the duplication of services at county and district
level, in particular continual hickering over agencies,

Planning is an obvious candidate for streamlining.
Development control and local plan making should
be allocated to dlstrict councils.
e —— S —

Transportatiop should be the responsibility of county
councils, and staff should not be retained at
district level for this service.

Recreation Services are logically provided by
digtrict council. With very few exceptionsg, county
mggeums and certain country parks, districts o
jaTasRt ese services, and county recreation depart-
ments should be dishanded

T
The provision of Consumer Advize Shops in metropolitan
areas if necessery at all, shculd be the responsibility
of county councils.

-

are the responsibility
of districta anl counties respectively. Collection
mazt be carried out on a district basis and there
are economic and planaing reasons for dealing with
disposal on A county basis. Collection is g service
which could be contracted out to pw&-
but the contracts must be made by Local authoriwies

and not householders.

Agency Azresements have generally worked badly. Highways

agencies are causing a geood deal of friction and
additional expenditure in administration. There 1is
no reason for continuing this type of agency if
eatablishment costs are going o be go high,

ihrary agencies have alsc created problems
and we see merit in avoiding agency agreements,
and leaving the function with education authorities,

Direct Tabour departments in England and Wales employ
over 200,000 people, We believe that it is wrong

to contemplate any further expansion 27 @ire0% labour
garvices and that it is essential to recognise the
full coste of running direct labour departments.

%e endorse the recommendations of the CIFFA working

party.
Financial and Tegislative Life
Pinanclal Effects

The policy group has been considering ways of
wnwe/ controlling

)



controlling growth in loeal government spending,

and alternative sourcea of revenues for local suthorities.
We expect to =e¢ increages in spending abated, and
gubstantial saving in administration would result

from the sholition of domestic rating. The transfer

of taxes between local and central government may

affect the regulator.

In addition we have heen considering ways of
atreamtining local government services and we anticipate
a aaving of at least £150 million in a full year.

Depgiglative Effecty

There would need to be z new Local Government
Bill 40 give effect 1o our proposzls for reforming finance
and it may opr may not be possible 4o inelwdz in this
amenimen® to the 1972 Act to give effect 0 siream-
lining of-gervices, and to repeal gections of earlier
Acta, If this 13 not possible & further Local
Government (Miscellaneous Prﬂvisinqa} Bill will
ba Necessary.

Conservative Research Department, AJHH/ IMH
24 0ld Queen 3treet, . 2lat July, 1976.
Irﬂ]mtjﬂ, E.qu. .
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ANKEX A

LOCAL REVENUES

Metropelitan Areas Non-Metropolitan Areas
COURTY DISTRICT COUNTY DISTRICT
local local
aupplement aupplement
on oh
VAT VAT

household o household tax
{collected (collected
via rate- via rato-
collection collection
machinery) machirery)
based on baged on
register register
or noll tax or poll tax
 —— e e
»* »
grant {needgd| gront (needs
element) element)
(90% of (90% of
education, educstion,
social pulice
gervices ) social services|
Grant Grant Grant Grant
(resources (resources { resources Lregsourses
element) element) elenment) element}
where where where where
appropriate apprﬂpriatﬁ appronriate appropriate
lotteries lotteries
planning plannring
application application
charage charge
app—— - it
tourist tax tourist ta¥_]

Note

Commercial rates transferred to Central Government,



