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my view is that we should work on the possibility of an excess
some £200m. (Just over half the budgeted excess).

Tten

7. VWhen we last discussed this (E(80)17th Meeting, Minutes ¢
we considered selective and non-selective options for Hctlpn%
Were set out in my paper E(80)63, I have re-considered all

STEP)

h

*For Genera1 Services (ie excluding law and order and
the reduction in the year to June 1980 is 35,000

(SECRET) :

Options
oVGYSpe‘

and in particular
g o . .
e ~11thorities
nding autnoll C1lE€

01 qf‘selective action
are outlined in Annex C

=3
()]
W)
0
o)
—
[
o
0

.
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MORATORIUM IN 1980/81

ban on new

would save only
ship with the
al cuts when more

(ii) HOLD FOR 1981/82

Reject - ti successful as authorities
could seek the flexibilities in the
new capita system. Aga: we would be reducing
capital in allow authorities to protect current
expenditur

(iii) SELECTIVE ACTION

The general problem of local authority overspend is largely
attributable to the minority of authorities which have chosen
to ignore calls from successive Governments for expenditure
reductions & resity t, and have pushed up their expenditure
levels to unreasonably high levels. I have considered whether
further selecti i rainst the potential overspenders

ive action
would be desirable, eg by imposing a direct limit on the level
of rate increases or by requiring overspending authorities to
submit their budgets on their proposed rate increases to a local
referendum or election. All of them however bristle with
Practical difficulties. All would require major and highly
controversial legislation. None could operate before 1982/83.
In the circumstances I do not think it would be eppropriate to
bPursue any of these at the present time, at least until we have
Seen how block grant affects authorities! behaviour during

he coming year, In this context I should add that the
prellminary work by the Grants Working Group has shown that
block grant will bear very harshly on overspenders. Subject

to any decision which we may take about safety nets, some of the
highest overspenders could be liable to grant losses equivalent
to a rate of 20p or more.

(iv) TRANSITIONAL ARRANGEMENTS

;lgr9pose that the transitional arrangements should apply to
15 @uthorities with rates above a threshold rate level set at
w220 (30% above the normal level represented by the 119p
enotlopal uniform rate") unless they have cut their rateborne
rxpendlture in the current year in real terms (for technical
°asons this rule will have to be expressed as a significantly
elow—average cash increase), or have achieved their two-year
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