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CHANCELLOR 

SAFETY NET ETC 

I have talked to Andrew Hudson about Cranley Onslow's letter. 

There are, unfortunately, no DOE exemplifications to show the 

income distributiion of the community charge with and without the 

safety net. 	The only ones available (attached) show the 

distribution of rates and of the community charge after the 

transition (ie with no safety net). These show that the community 

charge will be (on the assumptions used) slightly lower as a 

proportion of net income than rates for all the lower income 

bands, mainly because of the impact of housing benefit. 

2. 	This doesn't tell us anything about the impact of the safety 

net, which affects the distribution between areas but not within 

areas. The main effect of it is to slow the shift from the north 

and London to the rest of the south. In principle, it seems 

likely that this will reduce the burden on low-income families, 

but the effects are not self-evident. And there will certainly be 

individuals in Woking who are low-paid, will lose from the switch 

from rates to the community charge, and who will have higher bills 

during the transition as a result of the safety net. The only way 

round this sort of problem is to have dual-running, or to have 

individual safety nets, which would be horrendously complex and no 

doubt horrendously expensive; but I suspect John Gummer may have 

put the idea in backbenchers' minds. 
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3. 	The main points to make ar:: 

wait for Nick Ridley's statement tomorrow (since some of 

the latest twiddles may be seen as welcome responses to 

this sort of pressure). 

safety net cannot by definition do anything about 

distribution within areas: that is inevitable consequence 

of decision to abolish rates from 1/4/90. 

no good thinking that throwing more grant at the problem 

will help: local authorities will just spend more. 

	

4. 	Andrew has not, I'm afraid, been able to get any numbers for 

housing benefit and tax thresholds. But the general point must 

stand, that most of those who won't benefit from tax cuts will be 

protected by housing benefit from any significant loss. It won't 

of course be all - for example some will be hit by the capital 

cut-off. 
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