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COMMUNITY CHARGE IN LONDON 

You will recall that for 9 inner London boroughs and the City 

Lon.:Ion, an element of domestic rating is to be retained until 

194 as part of our proposals for phasing in the communi' 

charge. 

made common cause and put Simon Glcsnarthur 

pressure 

considered 

in defending 

won the vote on that occasion, I am 

in the ComMittee Stage in the 

l','ncw that the matter will lee 
sure 
returned to at the Report Stage. 

Dual runninn has never been an end in itself but a means to an 

end. We have argued throughout that its purpose is to protect' 

community charge payers from axcessive levels of nommunity charge 

in the early years of the system. But dual t
- nnn1n'_1 is only a 

subsidiary part of the transitional arrangeents. By far the mov
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that far from the dual running boroughs being those who would 

otherwise have the highest community charges, many authorities 

not affected by dual running will have higher ones. Fr example, 

84 authorities outside dual running will have a higher first year 

community charge than Hammersmith and 'Fulham, 74 would be higher 

than Southwark and 66 higher than Lambeth, all of which are in 

dual running. 

The fact is that while Ahe criteria for selection for eual 

running identifies those authorities with the greatest degree of 

overspending, which will ultimately lead to the highest community 

chargee those charges will only come through fully in 1994 when 

both dual running and the safety net arrangements have been 

phased out (providing spending has not been reduced in the 

meantime). 

Dual running therefore offers little practical protection to 

charge payers. 

Michael Howard has had a number of dis&ussions with colleagues 

fr(...ct the boroughs coneezned about how they view dual running. 

While there is not unanimity on this matter, I believe there is 

now a sufficient consensus which would support making a clean 

break 	domestic rates. The argument whiela has been most 

persuasive with them has been the damage to accountability which 

is done by dual running. They are particularly concerned by the 

way dual running will operate in practice. The authorities 

concerned will be sending out both community charge and rate 

bills. Householders, will of course receive both. Now that alt 

ratepayers are having to make at least some contribution towards 

their rate bill the numbers affected by rates are greatly 

increased and they will receive two bills under dual running. 

I think there had previously been some confusion about what was 

intended. Some at lcat of our colleagues believed that it would 

be possible for householders to reconcile their 2 new bills with 



their one previous rates bill. This will not be the case. In 

practice, the domestic rate poundage will be reduced in the. first 

year by a proportion equivalent to the proceeds of £100 per head 

of population, say 30% typically. The rates bill of each 

individual household will then be reduced by 30%. The amount of 

the reduction will therefore depena on the rateable value of the 

house and will generally bear no relationship to the amount of 

community charge being paid by that household. 

I should perhaps mention the risk that the boroughs concerned 

could contrive to send out only one of the 2 bills before the 

borough elections in May of 1990 on grounds which they will arcje 

plausibly are to do with administrative difficulties of 

implementing the 2 separate charges. They will thus be able Le 

hide the impact of their spending decisions from the electorate. 

It is on the grounds of obscured accountability, I think, that a 

majority of our colleagues now see a balance of advantage in 

going for a simpler system in 1990. 

I should also say, however, that there are strong grounds for 

believing that the particular boroughs concerned - with the 

exception of the City of London - are among the least well 

qualified to operate such a complex dual system satisfactorily. 

There is no doubt that running an additional charge at the same 

time as introducing the community charge will impose considerable 

extra burdens. It was the concerns of Wandsworth, Westminster and 

Kensington on this score which prompted us to agree to remove. 

them from the scope of the provisions. My officials have explored 

in some detail with the local authorities concerned the 

seriousness of these difficulties. Their advice to me is that 

while dual running could have been made to work on a national 

basis, its restriction to a very few authorities makes its 

application there even-more difficult. 
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a small market, there 

boroughs concerned will not be able to getthe computer software 

suppliers to write the special applications they will need for 

billing and collection With 2 taxes, or would they easily get 

them to write the programmes for the special rebate system which 

will have to apply in these areas only. There is also 

considerable evidence that the boroughs concerned are already 

having difficulty in recruiting and retaining the key staff they 

will need to run the community charge. The fact that they will be 

expected to run a more complex system which has a life of only 4 

years will make it less likely that these authorities will be 

able to compete for their staff against either the private sector 

or the local authorities in outer London and the home counties. 

Inadequate staffing will lead to further deterioration in the 

already unacceptable arrears position on rates. The fact that 

both the beginning and the end of the dual running period larec 

numbers. of small amounts will have to be collected, first in 

community charges, then in domestic rates, will further 

exacerbate this position. The authorities concerned will be able 

to blame all their administrative difficulties on what they will 

describe as this unique burden imposed upon them by the 

Government. 

The offer we have made of a specific grant to cover the costs of 

dual running is unlikely to do anything to overcome these basic 

administrative issues. I am sure that there are better uses for 

the £14 million a year which we estimate this would cost. 

• 
Finally, we have to remember that we are looking to these 

authorities to carry out other far more significant policy 

initiatives at around the same time. In 1990 I shall be looking 

to them to implement the community charge satisfactorily; to 

carry forward the reforms in the current housing bill and to be 

developing competitive tendering. Kenneth Baker will of course be 

expecting them to take on education authority responsibilities as 



well as implementing the substantial reforms in the Education 

Reform Dill itself. All this has to take place against a 

background of tight financial constraints - often through rate 

capping - which themselves are no doubt placing considerable 

strains on an inadequate management base. 

Taken together, these arguments make a compelling case for 

deciding to drop dual running altogether. The only remaining 

concern must be whether.:in doing so we would lose any influence 

over the authority's spending and community charge levels. In my 

view we would not. By clarifying local accountability and 

bringing all local voters into the community charge at a 

realistic level, we will get the early benefits of the new 

accountability pressures. At the same time, we will avoid 

creating an artificially advantageous position for these bercugh 

compared to neighbouring authorities not affected by dual 

and we will avoid confusing and annoying a large number of 

householders who would otherwise receive 2 bills which the 

boroughs could clearly establish were a direct result of the 

Government's policy. 

In the final resort, if community charges were to move ahead, 

driven by high levels of spending in these areas, then we will 

have the charge capping powers which we ha7e taken for just such 

an eventuality.. 

By way of background I attach some figures showing the community 

charge position in inner London with and without dual running. 
% 

I am now convinced that the dual running provisions cannot 

overcome the problems that are inherent in the high projected 

levels of community charge in some areas of London. They will not 

give Conservative candidates in the 1990 elections a sound 

platform from which to attack the Labour councils, they will 

create confusion rath'er than clarity. They will cost a 

considerable amount of money and they may prejudice the 
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successful implementation of other policies to which we must 

attach greater priority. On all these grounds, therefore, I 

invite colleagues to agree that we should agree to delete the 

relevant provisions from the Local Government Finance Bill. Time 

is now short and if we are to do so we will need to table the 

necessary amendments on Thursday of next week. I should be 

grateful for replies by close of play on Wednesday 29 June, 

therefore. 

I am copying this to members of E(LF), to the Lord Privy Seal, to 

the Chief Whips in Commons and Lords and to Sir Robin Butler. 

, DI • 
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2-ft. June' 1988 
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CONFIDENTIAL 

10 DOWNING STREET 
LONDON SW1A2AA 

27 June 1988 

• 
From the Private Secretary 

DUAL RUNNING OF DOMESTIC RATES AND 
THE COMMUNITY CHARGE IN LONDON 

The Prime Minister was grateful for your Secretary of 
State's minute of 24 June. 

The Prime Minister recognises the force of the arguments 
for deciding now to drop dual running altogether, and she 
agrees with that conclusion. She recognises that, if 
community charges in the areas affected were likely to be set 
at unreasonably high levels, the charge capping powers are 
available, and she thinks it important that your Secretary of 
State should stand ready to use those powers if necessary. 
But the Prime Minister also thinks that a further look should 
be taken at the detailed safety net and grant distribution 
arrangements with a view to seeking to limit the first year 
community charge in all areas to a maximum of, say, £350. She 
would be grateful if your Secretary of State could consider 
this possibility. 

I am copying this letter to the Private Secretaries to 
members of E(LF), the Lord Privy Seal, the Chief Whips in the 
Commons and Lords and Sir Robin Butler. 

Pc---I  

(PAUL GRAY) 

Roger Bright, Esq., 
Department of the Environment. 
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1 
DUAL RUNNING OF DOMESTIC .RATES AND itit. COMMUNITY CHARGE IN LONDON 

Thank you for copying to me your minute of 24 June to the 

Prime Minister proposing the abandonment of dual running. 

Your proposal, even taking the safety net into account, will 

bear hard in particular on those whose houses have low rateable 

value. But I am content to accept your view that the balance of 

advantage has now shifted towards abandoning rates altogether 

from 1 April 1990. I hope we can present this change of policy 

as a response to the wishes of the autho'iities themselves to be 

excluded from dual running. 

Copies of this letter go to the recipients of your minute. 

(ettrvivo 

The Rt Hon Nicholas Ridley, MP 
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The Rt Hon Nicholas Ridley, MP 
Secretary of State for the Environment 
Department of the Environment 
2 Marsham Street 
London 	SW1P 3EB 

rlY 
DUAL RUNNING OF DOMESTIC RATES AND THE COMMUNITY CHARGE IN 
LONDON 

Thank you for sending me a copy of your minute of 24 June to the 
Prime Minister proposing that we abandon dual running. 

I am content to go along with your proposal. However, even 
with the safety net, the first year community charge will be 
higher for the two-payer household than the average rate bill per 
household in each area. And those paying the community charge for 
the first time will have to find over £400 from the start in some 
of the Boroughs. There will undoubtedly be criticism particularly 
from poorer households who do not qualify for community charge 

; rebate. I am uneasy about being able to rebuff this entirely by 
( saying that it is a consequence of profligate spending by 
councils, especially at a time when they will be assuming 
responsibility for the first time for education. 

The key factor in all this will be the precise level of the 
safety net, and in reaching a decision on this I think we shall 
need to consider very carefully the implications for community 
charge levels in inner London. 

I am sending copies of this letter to the Prime Minister and 
members of E(LF) and to Sir Robin Butler. 

CONF DPP L 
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DEPARTMENT OF HEALTH AND SOCIAL SECURI 

Richmond House, 79 Whitehall, London SW1A 2NS 

Telephone 01-210 3000 
Y!MES 

From the Secretary of State for Social Services 

CONFIDENTIAL 

The Rt Hon Nicholas Ridley MP 
Secretary of State for the Environment 
Department of the Environment 
2 Marsham Street 
LONDON 
SW1P 3EB 9 June 1988 

DUAL RUNNING OF DOMESTIC RATES AND THE COMMUNITY CHARGE IN LONDON 

I have seen a copy of your minute of 24 June to the Prime 
Minister on this subject. 

I strongly favour your proposal that we should delete the 
provisions for dual running from the Local Government Finance 
Bill and make a clean break with domestic rates on 1 April 
1990. In addition to the arguments which you raise in your minute 
there is also the problem of devising a satisfactory rebate 
scheme to cover dual running. It has always been clear that 
devising a rebate scheme for residual rates and the community 
charge would be highly complex and that it would inevitably be 
confusing for claimants, and difficult and expensive for local 
authorities to administer. 

Abolishing dual running will obviously expose inner London 
chargepayers to realistic levels of community charge. It will as 
you argue ensure that the principle of accountability on which 
the community charge is based will apply to inner London 
authorities from the outset of the new system. However although 
I support the removal of dual running it is vital that we keep 
adequate protection for authorities themselves through the 
provisions of the safety net and that the transitional process 
does not lead to a detrimental effect on service provision. 

I am copying this letter to the Prime Minister, to members of 
E(LF), to the Lord Privy Seal, to the Chief Whips in the Commons 
and the Lords and to Sir Robin Butler. 

OHN MOORE 


