2 Themid-1970sto the mid-1980s:
central government intervention

From the late 1960s central government began to take more interest
in the policies being carried out at the local level. In housing, for
example, concern grew about the variation of housing needs and
services over the country and an attempt was made to devise policies
which would meet local needs more effectlvely The change in
approach was aso caused by anxieties about the level of central
government funding for local authority housing and about its
effectiveness, concerns which were to grow in times of increasing
fiscal austerity inthe 1970s. In education aswell, there was g3owi ng
central government interest in standards? and the curricul um,” asthe
debate moved from equality and selection to the performance of
schools. Particular social and economic problems which existing
policies did not appear to solve seemed to require initiatives from
central government.4 The overall result was more central
involvement: legislation to set standards and special financial
schemes.

The 1970s brought reformswhich set the pattern of changefor the
future. The Labour government considered the introduction of a
needs-based central grant inthe 1977 green paper onlocal government
finance. Central government became concerned to define more
clearly parts of the role and functions of local authorities. For
example, the Housing (Homeless Persons) Act, 1977 set out
responsibilities for housing homeless people, an area in which local
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authorities had previously had freedom to set their own policies. In
1977 the Department of Education and Science started to promote the
idea of a national curriculum and a unit was created, the Assessment
of Performance Unit, to test samples of children. The rise in
unemployment in the 1970s had highlighted the lack of training of
school leavers. Thisled central government to become more directly
involved in the provision of education through the establishment of
the Manpower Services Commission in 1974 and its training
initiatives such as the Youth Employment Subsidy and the Y outh
Opportunities Programme. These activitiesto some extent sidestepped
local education authorities.

An important facet of the reorganisation debate in the late 1960s
and the early 1970swasthe concern of central government to increase
the efficiency of local authorities in administering services® It is
argued that thereform of local government in 1974 wasin partinspired
by central government’ swish to control local authorities, atask made
easier by reducing their number.” On the other hand the legidation
abolished many of the precise central controls over local authorities.
Also, some of the reforms of the policy-making machinery in the
1970s, such as Transport Policies and Programmes in 1973 and
Regional Reportsin Scotland in 1975, were designed to allow central
government to set the strategic framework with local authorities
setting their own priorities. As in the 1980s the trend toward
centralisation ebbed and flowed and was not experienced in all aspects
of central-local relations.

A new dimension, however, wasthe emergence of amore political
conflict between central and local government from the late 1960s.
The 1964-1970 Labour governments policy of reorganising
secondary education was initially not set out in legidation, but was
promoted by circulars and financia incentives, in keeping with the
consensual pattern of central-local rel ations® Towards the end of the
1960s, however, some Conservative councils resisted the policy of
introducing comprehensive schools® In 1969 Labour decided to
introducelegid ation to enforce comprehensive schooling, but thiswas
cut short by the 1970 general election. The Conservative government
of 1970-1974 also was in conflict with some local authorities over
several issues, starting with its plans, opposed by Labour authorities,
to end free school milk in 1971. Conflict next arose over the Housing
Finance Act, 1972, which tried to introduce market rents for council
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homes. Thisled to the Clay Cross disputei the refusal of a council to
carry out a central government policy. O In 1974 Conservative
councils’ opposition to the Labour government policy of
comprehensive schooling continued, leading to the Tameside dispute
in 1976 and the Education Act of the same year which madethe policy
compulsory.11 The Labour government was in conflict with South
Y orkshire County Council in 1977 over its cheap fares policy, which
also pointed ahead to further conflictsin the early 1980s, such asover
the Greater London Council’ s cheap fares policy.

Such conflicts arose partly because local authorities did not agree
with the policies they had to implement on behalf of central
government. Thiswasto some extent because policiestended to limit
the discretionary role of local authorities, but also because of changes
inthe political style and behaviour of somelocal councils. Atthelocal
level increasing politicisation developed in the late 1960s and 1970s.
More party control of local government, fuller policy definition in
manifestos, partisanship at council and committee meetings and
political control of chief officers were characteristics of this process.
In some councils this led to new policies, such as higher transport
subsidies, to which central government was opposed.

But the biggest source of tensionwasfinance. Central government
control over the level of central grant began in the mid-1970s, with
the introduction of cash limits for rate support grant in 1976. These
continued through to the mid-1980s as the main cause of conflict
between central and local government. Local authorities claimed they
had to reduce the level of service provision as aresult of the limits.
Pressure from the Treasury to control expenditure in cash terms
conflicted with local government’s view that finance should be
increased to maintain spending in real terms.

Early Conservative reforms

Central government’ s pressure on local authoritiesincreased after the
election of a Conservative government in 1979. This government
continued the preoccupation with local authority spending. In
addition itspoliciesto reducetherole of the welfare state and increase
individual choice changed the underlying approach to local
government. Council tenants were given the right to buy their own
homes and parents greater choice of schools. Legidation in 1980
introduced these policies for local government as requirements, and
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they were not welcomed by some authorities. The ‘right to buy’ was
resisted by many Labour councils, and thisled to central government
usingitslegal powersto ensurethelegislation wasimpl emented.’
Scotland, the Education (Scotland) Act 1981 introduced more
stringent provisionsto ensure parents’ choicein placing their children
in schools.

The Loca Government, Planning and Land Act, 1980 allowed the
Secretary of State to direct that alocal authority’s highways, building
construction and maintenance be put out to tender. It required local
authorities’ direct labour organisationsto show acertain rate of return
on capital. These requirements were tightened over the following
years. Ingeneral, these policies showed the beginnings of areform of
local government, though at this stage they appeared asfairly general
initiatives which appealed to Conservative values such as property
ownership, the importance of private enterprise and the reduction of
the size of the public sector.

The Local Government, Planning and Land Act, 1980 also gave
the Secretary of State powers over local authorities concerning the
disposal of land and the power to transfer local authority planning
functions to areas designated by central government, the urban
development corporations. Though urban development corporations
are not intended to be permanent and only ten have so far been created,
they have a symbolic importance. They allow central government to
promote local economic development without the participation of
local authorities, implying that local councils are not necessarily the
appropriate bodiesto carry out new policy initiativesat thelocal level.
They heralded the creation of other new local institutions, such ascity
action teams or city technology colleges, which do not have local
authorities as key participants.

In thelegidlation reforming housing, transport and education more
powers were given to central government. The Housing Act, 1980
gave central government powers over the sale of council houses and
the level of housing subsidy. The Transport Act, 1980 gave the
Secretary of State power to designate and regulate trial areas for
competitive public transport. The Education Act, 1980 gave powers
to the Secretary of State to prescribe the composition of school
governing bodies and to establish an assisted places scheme directly
funded by the Department of Education and Science. The Education
(Scotland) Act, 1981 gave the Secretary of State powers to prescribe
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standards and regulations for schools which were greater than the
powers to issue guidance in England and Wales.

Thegovernment used itsinfluenceto seek better ‘ valuefor money’
inlocal government. Central government issued codes of practice to
ensure that financial information was circulated to the public at the
same time as rate demands,15 and that local authorities published
manpower statistics.'® The establishment in 1982 of the Audit
Commission, which oversees the auditing of local authorities and
promotes value for money, was the culmination of this process of
increasing central government influence over the financial practices
of local government.

Not all the effects of the Local Government, Planning and Land
Act, 1980 were towards centralisation, and the Act removed some
minor controls. Reform of the capital expenditure of local authorities
loosened central control to some extent, by removing the need for
specific projects to be approved, but central government retained
control over the total capital spending of each local authority. There
were specific powers of direction when alocal authority exceeded its
‘prescribed’ expenditure. The control over unused capital receiptsand
adecline in the capital expenditure allocated to local government led
to adeclinein capita investment, particularly in housing.

Theminor loosening of control was becausethefirst Conservative
government initially had a commitment to lessening central control,
as shown by the abolition of some minor controls in the Local
Government, Planning and Land Act. Thecentralising measuresfrom
1979-1987 were not theresult of acoherent policy, but were responses
to problems resulting from the government’ sinitial reforms.

The conflict over finance

At first central government used circulars and exhortation to try to
induce local government to cut expenditure, beginning by requiring
local authorities to reduce thelr budgets by 3 per cent in 1979/80 and
by 5 per cent in 1980/81.17 The 1980 Local Government, Planning
and Land Act gave the central government a new power over the
reformed central grant system —the power to vary theformulausedin
distributing grants to local authorities — as long as the formula was
calculated in accordance with principlesthat applied to al authorities.
Despite this limitation, the change meant that central government
could alter the amount of grant going to groups of authorities.
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The Act aso introduced a penalty system, which meant that if a
local authority increased its expenditure above a certain level it lost
grant, thelossincreasing as spending increased. The Act gave central
government selective powers; it had the power to withhold grant from
certain authorities for atransitional period if their rates were above a
specified level.

Scotland had ‘current expenditure guidelines from 1976/77.
Theseweredesignedto help local authoritiesplan expenditure, though
with the other central financial powersthey were aninfluenceonlocal
authorities’ expenditure decisions, and from 1984/86 to 1988/89 they
were mandatory, in the sense that they led to penalties. 18 | Scotland
central government already had powers to reduce the level of grant if
the Secretary of Statewas satisfied that the expenditurewas’ exc ve
and unreasonable’. In 1981 these powers were strengthened
other words the Secretary of State for Scotland had extensive powers
to reduce the grant of a particular authority, though his decisions have
been challenged in the courts. These controls preceded those
introduced south of the border.?°

The later changes in local government finance in England and
Wales were crucia in shifting the relationship between central and
local government. The government reacted to the failure of the new
grant system to control spending, particularly by agroup of authorities
which it saw as ‘overspenders. 1n 1981 it introduced targets based
on past spending patterns. If alocal authority exceeded the target its
central grant was reduced. The government attempted to introduce a
referendum on local rate increases in 1981, but the legidation was
abandoned. The Local Government Finance Act, 1982 legalised the
targets and increased the power of the Secretary of Statein setting the
level for each local authority. Because many local authorities did not
keep within thetargets, they suffered grant penalties. Thusthe attempt
to control local government finance led the government to acquire
wide discretionary powers over local authorities.

The targets were short-lived, being abolished in July 1985; but
thewidediscretionary powers of the Secretary of Statewerereplicated
intheratecapping legislation. Thishad, in effect, beenintroduced first
in Scotland in an Act of 1982, which gave the Scottish Secretary the
power to reduce the rate of a local authority if he considered it
‘excessive and unreasonable’ — what became known as ‘selective
action’ 2t This was used against seven councils in 1981/82 and
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1982/83 and fivein 1983/84, including L othian Regional Council, and
Dundee and Stirling District Councils.?

In England and Walesthe Rates Act, 1984 meant that an authority
could be ratecapped when it exceeded the government’ s assessment
of its expenditure need, or when expenditure was likely to exceed
£10m or was judged to be ‘excessive’. Although the same Act gave
the Secretary of State powers to carry out a general scheme of
ratecapping for all authorities, this power was never used and
ratecapping was applied to only 18 authorities. The 1984 Act shifted
the central-local relationship in that it allowed the Secretary of State
to set the level of expenditure for individual authorities, previously a
key discretionary power of local government.

One of the problems seen by central government was that up to
the mid-1980s, although it had reduced central grant and cut capital
spending in certain areas, such ashousing, it had, initsview, failed to
control the total level of spending by local government.23 It wasthis
failure that led to a succession of further policies to control local
expenditure and rating. In response to grant penalties some local
authorities increased rates to maintain spending. This was done in
particular by some authorities in wealthy areas which had lost nearly
al their grant, and which therefore did not have an incentive to reduce
spending. Some councils also used the mechanisms of creative
accountancy to avoid spending controls — such as deferred purchase,
sale and leaseback, interest swaps, debt rescheduling and fund
switching. The penalty system was legally complex, requiring
legidlation in successive years to close loopholes and to respond to
legal challenges. Both the penalty and block grant systemswere found
to have distorting effects on local_authorities when making their
expenditure and planning decisions.?*

The penalty and ratecapping systems created alanguage of ‘ good’
and ‘bad’ behaviour by particular authorities depending on whether
they had ‘ overspent’. This perception encouraged central government
to introduce more controls intended to correct the ‘overspenders,
which exacerbated thetensions. The conflict wasthen highlighted by
some urban Labour controlled authorities which openly challenged
central government and campaigned against the* cuts' . Thesecouncils
were often self-consciously radical administrations which emergedin
the late 1970s and early 1980s, such as those of Lothian Region from
1978, Edinburgh and Glasgow City Councils from 1980, and the
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Greater London Council, certain London boroughs, and some
metropolitan counties and districts from 1981.%° The conflict came
to ahead with the campaign against ratecapping organised in 1984 by
a number of Labour councils, and also the dispute in 1985 over
Liverpool City Council’s budget " While the councils flirted with
illegality, only in two were councillors surcharged as a result of
capping.

For a period after 1985/86 tension in central-local financial
relationslessened. Thiswasbecause of the abolition of thetargetsand
penalties, the failure of the anti-ratecapping campaign, the effects of
ratecapping and more generous rate levels of central grant. However,
the reduction in tension was short-lived. It was superseded by the
conflict over the introduction of the community charge or poll tax
which returned finance to the centre stage of centre-local relations.

Theincreasein central gover nment control

After its initial reforms in 1980 the Conservative government
introduced further central powers which reduced or changed local
government’s functions, especially those involved in political
conflictswith central government. Following the controversy over the
Greater London Council’s policies for London Transport, the
Secretary of State gained more control over London Transport and
other passenger transport authorities, such as the power to set alevel
of expenditure for public transport.28 When the Greater London
Council’ scontrol over public transport was taken away, the Secretary
of State was given awide power to direct funds to London Transport
from the local authorities in Greater London.”® The Local
Government Act, 1985, which abolished the Greater London Council
and the metropolitan county councils, contained a number of extra
central government powers over London local authorities to initiate,
to control, to direct, to monitor and to execute. For example, the
Secretary of State for the Environment was given powersto decide on
the arrangements for waste disposal if he was dissatisfied with those
made by the boroughs. Central government also has control over the
expenditure of the new joint boards.

The government increased the number of central grants for
specific programmes in an attempt to ensure that its policies were
implemented by local authorities. In 1984 the Department of
Education and Science introduced a system of education support
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grants. 30 Specific grants from the Department of Employment and
the Department of Education and Sci ence combined grew from
£26.1min 1984/85t0 £349.2min 1987/88.3 SpeC|f|c grantsfor local
authorities under the urban programme were also expanded. Other
examples of direct finance were the programmes under the Housing
Defects Act, 1984, the priority estates projects and urban housing
renewal. Aswell as being a move to central control, specific grant
removed some of thefreedom of local authoritiesintheway they spent
their grant, since as specific grants rose so the general grant fell.

Theloss of local gover nment powers

Loca authorities lost some of their freedom to set policy. For
example, the powers of the district auditor were increased and the
Audit Commission was set up with powers to investigate local
authorities finance and efficiency.32 The Rating and Valuation
(Amendment) (Scotland) Act, 1983, predating English and Welsh
legislation, reduced the powers of Scottish local authorities to
subsidise housing.

Local authorities’ function in administering and providing public
transport has mostly been taken away. The London Regional
Trangport Act, 1984 removed local government’ s control over public
transport in London. The Transport Act, 1985 abolished the bus
licensing system. L ocal authorities no longer operate public transport
undertakings. Private contractorsor former council employeesarethe
providers. Local authoritieshave been restricted inthe extent towhich
they can subsidise transport services.

Other functions have been removed. The Local Government Act,
1985 abolished the upper tier of local government in London and the
metropolitan counties without transferring all of their functionsto the
lower tier of local government. Local authorities lost the police
prosecution service through the setting up of the crown prosecution
service. 3 Local authorities|ost an element of control over all but five
airports; the others are now run as Envate companies with local
authorities as the shareholders.>* Local government lost
representation on regional water authorities. >

There has been a restriction of powers in education. The
Education Act, 1986 limited local government representation on
school boards, gave further powers to parent governors, forbade
political indoctrination in schools and imposed upon local education
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authorities the duty to consider political issuesin abaanced way. It
provided for limited financial delegation to schools on items such as
the purchase of books and equipment. Therole of local authoritiesin
state education wasalso reduced inindirect ways, through the creation
of city technology colleges and through the educational activities of
the Manpower Services Commission, now the Training Agency.

Aswell asthe conflictsal ready mentioned, rel ationsbetween some
authorities and central government deteriorated in other ways during
the 1980s. The conflicts between central government and the Greater
London Council, for example over public transport, may have soured
central-local relations more generaly.

For its part, central government gave less attention to local
authorities’ views. Consultation declined. For example, the
Consultative Council on Local Government Finance became a less
effective forum for discussing financial issues,?’6 and in 1987 the
government dissolved the Ion% -standing consultative arrangements
for deciding teachers' salaries.”" Furthermore, the government has
not used neutral bodies such asroyal commissions or inquiries before
abolishing the metropolitan authorities and making other major
changes.

Local authorities' decisions were often restricted or limited, for
example when ministers overturned a greater number of planning
consents.>® Central government also established ‘task forces’ and city
action teams, composed of civil servants, to coordinate urban policy.
This bypassed |ocal authorities>® Fi nance formerly directed to local
authorities was channelled to other institutions; for instance, more
funding for new housing has been allocated to the Housing
Corporation rather than to councils, and more resources for urban
redevel opment have goneto priority estates projects and estate action
schemes.

Themain themes

The dominant theme in central-local relationsin the period from 1975
to about 1986 was central government’s desire to control local
authority spending. Rate support grant, which had been rising in the
1960s and early 1970s, was held down. Central government acquired
and used broad discretionary powers over local authorities' financial
decisions, culminating in ratecapping. Central government also used
controls on capital finance to reduce spending. To implement its new
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policies, for exampleto encourage council house sales and to promote
parental choiceover schools, central government took on more powers
itself and limited the powers of local authorities.

The increase in specific grants to local authorities further limited
their powers, as did the privatisation of local public transport.
Functions have also been transferred to other government
organisations, such as urban development corporations and the
Manpower Services Commission (now the Training Agency), and to
voluntary agencies and private companies. The abolition of the
Greater London Council and the metropolitan counties reduced the
functions and diminished the strategic role of local authorities in
metropolitan areas. The strategic role of local authoritiesin planning
and transport declined.

The style of relations between central and local government
atered. Increasingly, policy for loca government was introduced
without its consent. Consultation became more formal, with less
dialogue than formerly. Relationships became more antagonistic.
Central and local government relations became more legalistic, with
more precise legal controls over local government and the expansion
of the numbers of regulations. Central and local government
increasingly resorted to the courtsto resolve di sputes.40

Y et the extent of change from the mid-1970sto about 1986 should
not be exaggerated. The bulk of central and local legal powers
remained unaltered. For example, the Education Act, 1944 was still
the formal structure for central-local relations in education. Many
functions carried out by local authorities, such as socia services or
local government’ sregulatory functions, were not greetly affected by
the changes, except as aresult of financia austerity. The total level
of local government expenditure and manpower remained relatively
unchanged from the late 19705

Local authorities actualy acquired some new functions. The
Social Security and Housing Benefit Act, 1982 madethem responsible
for administering housing benefit, though most of therulesconcerning
its operation were set by central government. Theloss of functionsis
small compared to those lost in the 1930s and 1940s. 1n 1973 the loss
of responsibility for water in England and Wales and health care in
Britain were more important functions than those removed in the
1980s.
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It is often argued that the measures SI nce 1979 have increased the
role and power of central government 2 |f centralisation is seen as
the extent of intervention by central government at thelocal level, then
this argument could be supported. But if centralisation is defined as
the capacity of central government to impose its will on local
government, the pictureislessclear. Central government hasfailed to
achieve some of its most important objectives, particularly over the
level of current expenditureand thedistribution of capital expenditure.
Some policies had relatively little effect on the scale of local
government activity. For example, urban development corporations
cover small areasand are few in number —six up until 1988, increased
to ten afterwards. The 1980s saw local authorities experiment with
many new policies in, for example, urban transport, local economic
development and equal opportunities — a degree of diversity and
innovation which does not indicate a period of uniform
centralisation. ™

Reasonsfor change
The changes in central-local relations occurred for a number of
underlying reasons. Even before the eection of a Conservative
government in 1979, the financial crisis of central government in the
1970s led to measures to control public spending, including local
government expenditure, in a period when the demand for local
government services was growing. Central government perceived a
particular need to control local government expenditure. After 1979,
because the Conservatives had manifesto commitments on defence,
police and the national health service, local government spending was
one of the remaining areas where public spending might be reduced
to achleve the objective of reducing the total level of public
spendi ng

L ocal government was a so under pressurefrom ageneral reaction
against what was seen as the bureaucracy of the welfare state.
Professionally administered bureaucracies became increasingly
regarded asinefficient and unresponsiveto the consumer, and markets
began to be perceived asamore effective means of providing services.
These changes challenged the traditional structure and functions of
local government. They implied an increasein thelegal rightsof some
consumers and a drastic reduction in local government’s role as the
direct provider of services.
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The Conservative government of 1979-1983 had some of these
genera ideasin mind when it attempted to reform some of the services
administered by local government. It had no clear or coherent plan,
but the new policiesrequired adegreeof control over local government
and removed some of its discretionary powers. The process was
accelerated when some local authorities opposed the changes. The
result was a deterioration in relations which fostered further controls
and afurther loss of local discretionary powers.

From the early 1980s, a number of Labour local authorities were
elected on more explicitly politicised manifestos than in the past and
introduced radical new policies which antagonised the Conservative
government and led to further constraints, and were a reason for the
abolition of the Greater London Council and the other metropolitan
authorities.

The decline of political consensus led to the market inspired
policiesof the Conservative government to limit therole of thewelfare
state and, in the opposite direction, radical policies from Labour
councils to expand it. This growth of a different policy and style of
government between centre and locality was responsible for much of
the conflict, and for policies by central government to control local
government.

These conflicts were given added force by a background
divergence of values between central and local government — between
the providers of services and the departments of central government
(especially the Treasury) concerned with the economy and the total
level of public expenditure. These disputes were trandated into party
politics with the Conservatives control of central government from
1979 and Labour’ sincreasing control of local councils. Central-local
tensions were reinforced by party conflicts, and party conflicts at the
central level weretrandated into central-local conflicts. The effect of
party politicisation was given an extratwist in the early 1980s by the
divide between the leadership of the Labour party at central level and
anumber of left-wing local partieswhich gained control of someurban
councils®

Conclusion

The early reforms that the Conservative government introduced for
local government were unsystematic. They derived from avariety of
motives — long standing policies (for example, over council house
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sales), the pressure on public spending (the control over the level of
central grant), political motives (control of local authority powers and
the abolition of the metropolitan authorities) and areaction against the
failure to control local government effectively (the controls over
spending). Many of the measures were reactive, responding to short
term problems.

In particular, continual adjustments had to be made to the central
grant system. This required new legislation to legalise central
government’s actions each year from 1982. Despite the effort that
went into constructing and reconstructing the system, central
government did not, initsview, successfully control local government
spending and settle controversiesover thedistribution of central funds.
All this was a factor in the government’s fundamental rethink over
local government finance, and its reform of local government
functions. Thusthelegidationfrom 1987 hasmoredirection; itismore
coordinated and comprehensive. The task of the next chaptersisto
describe these later changes and their implications for local
government.
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