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PART I -~  INTRODUOTION.

In the realm of Loocal Government there is probably no question of
such impartance or of so controversial a natare as that of the relatiomship
whioch should exist between the central Govermment and the Local Awthorities

whose aotionsit at present so largely comtrols.

On this sabjeot opinions rangs, with infinite variations, from the
attitade of almost oomplete independence which is now masintained only by the
City of London to the subzervience exhibited by eertain minor Awthorities whioh
appeal to some Govermment Department om every peint that arises and whieh
receive with endisguised weleome each new method of suwpervisiom and conmtrol.
Between these extremes there exists a great bedy of local administraters, which,
withomt denying the ideal of independence,is soncerned for the Govermment to
aselist in bearing what it oconsiders to be national burdens and which therefore
presses for State ald of variows services administered by Local Amthorities
throwghont the Gountry. '

Pressare exorted from this sowrce would however probably meet with
1ittle suscess were it not that the system of grants in aid pessesses considerable
advantages from the point of view of the central Government. Indeed ,the
advantages may be so pronounced as to ssuse the Govermment to take the initiative
and offer a grant towards expenditure on a certain service administered by Loeal
Aathorities, in order to seoure some meagsure of supervision or oontrol.

Though the standard of some services may well be left %o local enterprise or
indifPferencs, certain others partaking of a national character,require
go~ordination by a central Department in order to secure a general measure of
uniformity end adherence at least 4o a minimmm standard of efficlency and atility.
Grants have alzo been proposed by Parlisment when introducing legislation whioch
places further duties or responsibilities on Loocal Amthorities, as some softening
of the burden whioh is being added to fheir shoulders, or possibly as some earnest
of the Government's interest in, and responeibility for, the ‘énbdeot of the
legislation.

Imperial subventions thus poesess the wseful characteristic of
appealing, from different motives, to both giver and reocipient, s0 that it ie
not surprieing that they should figure prominently im tho mmiidferboms legislation
affeoting Looal Amthorities which has found ite way to the statwte book sinee the
groat reforms which were effected by the newly-constituted Parliaments bromght
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into being by the Reform Act of 1832. From the date of the first subventions
$111 the present time howevers there has burned with varying fierceness & flame
of oontroversy sbowkt the whole subject, as to the services which should be aided
by the States dut ﬁoro particalarly as to the manner in which the amounts of the
grants are to be determined, and the bases on which the diooationn are to be

made.

The problem thus prezented is capable of no immediate and final
solution, but demands ocareful consideration from many pointe of view, and, as is
the oase with most constitutional questions, mmst be approached first from the
historical side im order to view the question in its correct perapective. This
1s all the more necessary in the present omse, as the enacvtments of subsequent
Parlisments have created a sitmation of emivrems complication, the actual deteils of

"which can only be retained mentally by these whose duty it is to execute the
requivements of the statutes; = an historiocal survey ls therefore the surest
method of obtaining a reliable wnderstanding of the present positions withomt
whiéh any suggestions of reform mast necessarily be velweless. '
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PART XX - HISTORICAL SURVEY.

To set down in chromioglocal order the vardous grants which have
from time to time been instituted, modified or discontinwed acoording to the
caprice of successive Parliaments,would probably enpha_sis‘ only the extreme

4 oompexity of the system rather than the main features of the system itself.
Owing to an attempt made by the late Via#omt (then Mr.) Goschen ik the Looal
Government Act, 1888 to consolidate and mnify the system as it then existed,
one ocen only achieve continmmity by dealing separately with those grants whish
were re-modelled by the Aot of 1888 and those which have been introdueed :
sabaequently or were leoft untomuched by that Act.

EARLY GRARTS.
Of the aforementioned vless (asmally known by the neme of
*Discontinaed Grents®) the first service to which grents were voted by Parlisment

was the maintenance of law and orders  Ever gince 1833 a grant has been made
from the Consoclidated Fand towards the cost of the Metreopolitan Police Foroa.
Between its inception and ite abolition 4n 1888, the grant wes extended no less
than 8 times,and daring the last 10 years of that peried represented % of the ocost
of the Foroe.

Contributions towards the cost of provincial polise forces were made
from 1856 and ofter variows modificationsy,  tho ampunt was fized from 1874 at
2 of the net/oost of pay and olothing, 'Tho exponses of the Central Criminal
Comrdy established in 1834: were paid owt of the cownty rates until 1846, when the
cost was transferred to the cemtrel Govermment, On the passing of the Local
Govertment Act 1888, however, the cost reverted to the Admimistrative Goumnty
of London.

Scmewhat simllar treatment was socorded to the ocosts of eriminael
prosecutions outside London, which were borne by the county rates from 1752 to
1835, when 3 tho expenaes were tiensferred to -t&e Government. Eloven years
later the Government wndertook to bear the whole cost, but this chamge also
reverted to the Countles on the cocasion of the reforms of 1888.

4 seoond growp of grants relates to purposes comnected with the Poer
Law system, the earliest of which date from 1846 and are assoclated with the
repoal of the Uorn Laws, In oarder to compensate the sgriocaltural interest for
the loses of protections Sir Robert Peel wndertook ¢o transfer a portion of the
local burden from the rates to the FNaticnal Exchequer. This was effected by
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the State undertaking to bear the whole ecat of conducting oriminal.
proseeutiona and of maintaining oenvicted prisomers,and in addition, to pay
one-half of the ecst of medioal relief granted under the Poqr Law system &nd
to pay the salaries of toachers in Poor Lew schools.  Both theae latier
gants lasted without majer alteration wntil 1868. The Vacoination Aot of
1867, in addition to empowering Guardlans to pay the public vascinatoss appointed
' by them, providéd for l. foo fron Géverment finds in roipect of each saccosoful .

operation. - :

Under the scheme of addifional relief %o local taxation which was
introduced in the Budget of 1874 in fulfilment of & resclution of the Ecuse of
Ooumons of 1878s a capitation grant not exceeding 4/~ per head became payable
to Boards of Guerdians and to Comnty Boromgh Authorities in respect of the cost
of maintenance of the pamper lunatios chargeable to them. An Act passe‘d in
the same yeur increased the rate of remuwneration payable by the Gmardians to

 registrars of births and deaths and direeted that the inorease showld be partly
met by a grant from the Exchequer.

In eddition %0 all the foregoing, the following epecial grants
paysble to Looal Asmthorities were inclwded in the reforms of 1888 g~
(1) Compensation to Ulorks of the Pesce in i‘ogoot of loss of
. feos puffered by the passing of the ¢ nal Justice Act,

1866, (which bas now entirely oeased,as it only applied
to existing officers,)

(2) Half the salaries of the Modical Officers of Health and

’ Inspectors of Hulsandes dating frem 1872 when thely
sppointument was fivnst made compulsory, and -

(3) Grants for the maintenance of disturnpiked amd main reads .

ihktroduced in 1882 in accordense with a promise made by
l(r_. Gladstone.

PRINCIPLES OF THE GOSCHEN SCHEME.

Such then was the position of affsirs in 1888,when the Logal
Government Bill was framed for the purpose of oreating a new Loecal Amuthority .
the Comnty Oomaﬂ ~ which was to assume the aduinistrative fenoctions hitherto
exercdsed by Justices 1n Qmartes Seesions ,together with gertein new imﬁortant
idﬁnietmtive péwéi's glving to it a status saperior to that of other Looal
Mmthorities exoept the larger towns. aesponsibmw.fdwms part of the
Bill rested with the Presidemt of the Local Govermment Board (the late Lovd
. =~ -(then Mr..) Ritehfe).  But firansial elamses of st least equal importance to -
the sdministrative provisions were sponsored by the Chanceller of the Exchequer
(Mr, (afterwards Viscount) Gosohen) who seized the opportunity 4o make
sweeping chenges in accordands with 3 prinoiples to which he attamshed great

importange.
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~ Previously, specific granis had been made fromthe Consdlidated Fand
to individual Amtherities on behalf of ceriain services, with 4he resuls that
the grants figured as income in both Rational and Looal accounts, This state
of affairs Mr, Goschen sought to remedy by the methed of aasi%ng certain items
of Hational revemme to a special Local Taxstion Acoount,which was 4o be used not
as part of the National resources but solely as a pool from which grants were to
be made to the County Comnoils (inclading in that derm the newly cresfed County
Bora’s,eaéh of which combined the status of a cownty and a boro' for 1ts om
particular area.) ' '

By careful selection of the revenuwes to be aaéigmd 40 the peol for '
the benefit of Local Awthorities, Mr. Goschen hoped also to ;nme the application
of local revenwes for local purposes,and also,by choosing growing sources of
‘income,to achieve mome degree of finality and avoid the freqhent necessity for
demanding ingreased subventions, to which the ever-enlarging range of ad¥ivities
of Local Amthorities zave them some olaim.

The revenues selected for the purpose were the bulk of the Exsise

Licenoces and half the proceeds of the Probate Duty. The former, which are
referred 40 in the act as Local Taxation Liocences, comprise those fayablo in respect
of male servants, carriages, armorial bearings, guns, game and dogs,and those
payable by venders of intoxiocating liquors, by auctiona;u's. hawkers, pawnbrokers,
plate dealers, refreshment house-keepers and tobacco dealers. To smphasise their |
local cheracter, Mr, Goschen originally intended that'they should be collected by
the Local Awthoritiss and that where wniformity Ahrough the Country was not
essential, the Loocal Amthorities should have power to vary the rates of duty
within presoribed 1imitsa but neither of these saggestions remained in the Act as
ﬂnany‘ pnsséd" ' 4 | | | '

A local inoome tax being rejeoted as impractioable, the half of the
Probate Duty was seleoted as the other $ax in ovder to meet the olamour of the
-agrarian party for a contribuwtion from personsltiy. (In 1394 the Probate Duty
was gbolished,and instead dhere was masigned %0 Losal Amthorities 13f of the new
Estate Duty on yo:;eml’oy:.loaving them in exaotly the same position as before.)

" Both th'ése‘ taxes were oxpéotod 40 inér'aasé in the future,and as the
 Exoise Lieénces wers expected 4o yield rather more than the amounb of the
discontinmed grants ,the half of the Probate Duty v('h:‘.,ch was allocated %0 England
and Wales, Sg¢otland and Ireland in the respective proportions of 80, 11 and 9%.)
was halled as a farther relief 4o Looal Althmueé,tc which were o bo added
duties on -

a) horses and race horses
b) carts and wheels
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Owing however %o the violent opposition sroused bybthe latter, the Bl
imposing these duties had to be withdrawn by the Chancellor.

Zo provide substitutes for these rejected licenses, snd also to
meot the demand for polise supsrannuation, Mr, Goschen carried a bill two
years later by which an extira duty or surtax on beer and spirdtis (oalled
‘hooal i'a.:atioﬁ {Customs and Exelse) duties) was levied and alloeated bet'ueﬁ
~ the three kingdoms in the same proportion as the Px»obate Duty, subjeot to a
dednotion in the case. nf England of £300,000 for pol:loo supsrannuation, to be
divided equally between _theluqtz_'opolis nn;l the rest of the Oo}mtz‘yg.

DISTRIBUTION OF THE ASSIGNED REVENUES.

i The main principle of the Goschen scheme was thus the assignation
to Local Authorities of thiee National revenues, but wo have still to odneider
+he manner in which the revenues wers to be apportioned as between sounties,
and mbsequently a8 between eaoh county and the ocounty boroughs (if any) within
.its geograph:toal area. Attention must also be directed to the deductions
| made from the granta before and after their apportiomment and their eventual
| a.pplioation to speoial purpo_ses of the gounty or to minor ,‘:Autheriti‘es.

The Looal Taxation Licences were, in accordance with the alleged
‘principle of supplying subventions from local sourcesy alloocated to the county
oouncils in the areas of which they had been sollected by the State. The
idea of similarly locajlising the Probate buty does not seem to have ocourseéd
40 the Government, although, if the existence in & county of a 1argo number of
dutieble objects is to be oonsidered as giving a olaim for roliei’/the rates,the
prinoiple might have been extended with as mmoh (or little) reason to ihe
Probate Duty., However; Mr, Goschen préposod to adopt the prindiple of the
Metropolitan Commen Poor Fund ,which had been esteblished in 1867, and %o divide
the grant from the Probate Duty in proportion 4o the number of indoor paupers.
This proposal prbvod very unpopular in more than one guarter,and FHr. Gosohen
was forced {0 adopt a baeis which he had previously denoﬁnoed as the height
of injustios and apportionythe grant among Rhe counties on the basis of the
totel amount of disoontinued grenis received by each during the yess 1887-8.

This u'bitrary basis was subsequently sdopted in 1890 for the
apportiqmnt of the Oustoms and Exaise Duties. The intricate yz'oblen ef
dividiag each £ the tbroo grants between the administrative eounty and any
sounty boro's in its area was not solved by Parname;rk but left to a Royal
Comuission established by the Aot of 1888 itaelf and presided ovef by the



the late Earl of Derby, which considered the oase of easch individual ocounty
boro' between 1888 snd 1892 and made an "equitable adjusiment" as direoted by
the Act, from which decision there was no appeal.

The Commissioners presehted only a very short repert which does not

explain the principles underlying the bases of ano;ation which they a;do;:ted-

so that one can only endeavour to discover their reasons from a perusal of the
.volmninous minutes of evidenoe and the cbsoure and oontentio@ provisions of the

Aot itself, The attual bases adopted, which are slearly stated in the report,
were that each area ehould receive from the total of Liocenoces and Probate Duty
sums equal to thelr respective shares of im contimied Grants im the year 1887-8,
together with the smount paysble in respect of a newly-introduced grant towards
the cost of the officedts of the Boards of Guardians,and thad the balance of the
Probate and Licences grants,and also the Customs and Exocise grant of 1890,should
be apportioned on the basis of rateable value.

The selection of the Dissontinued Grants as & dasis of divieion was
no doubt dae to the Oomiaa:lowa’ interpretation of a highly oontentious proviso
(inserted in the Aot at the. instiga‘eion aof some who feared loss under the new
arrangements) which was to the effee‘k that no srea was to be placed in a worse
finanocial position than it previcusly oocoupled. The seleotion of rateadls
value as the other ofiterion is probably sttributable to the urgent representations
made by the counties, from whose point of view this basis would be more
advantageous then any other with any pretence to reason. For completeness it
should be added that the Commissioners' awards could be x’-e-dpened to arbitration
every 5 years,but, although this has not infrequently been done, the arblitrator .
has in svery case oonfined himself to a re-adjustment in accordance with the

altered rateable valwes,ard has nbt disturbed>. the bases established by the
Comnissioners.

When this scheme of Exchequer sontributions was introduced, the only
deduction made from the assigned revenues was that in respect of police
superannuation under the Act of 1850, half of which was pald to the Metropolis and
half {0 be distribntedﬁnong prominoial foroes on a basis prescribed by the Poliee
Act of that year. Sinoe then however, there have been introduced various

nodifioations neoessitating deductions fiom the Local Taxation Aocount, each of
which will be mentioned in due sourse.

APPORTIONMENT BETWEEN LOCAL AUTHORITIES.
Into the ooyplioatod details of the eventual applisation of each
county's share of the assigned revenues, it is fortunately not necessary to ente#
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for the purposes of this essay. In several matters the procedure differs _
between county and occunty borough,and between the Meiropolis and the
Provinees, while local circumstances cause some variation in the manner in
which the prinoiples of the Aot are applied, Our chie £ conecern at this
stage is to notice the principles on which the grants were to de apportioned,
and these, &s one might expect from the complications inherent in this eystem,

are neither uniform nor straightforward,

The principle of a fixed ennusl charge,deternined by the amount
spent during the last year under the old system,was adopted for the new gra.nt
towards the salaries of offieisle of Poor Law Unions and of Regletrars of
births and deaths.  For most of the sums now payable from the Excheques
Contribution Asoount in substitution 2 the Discontinued Grants, the old
principle ¢f contributing a Pfixed proportion of the expenditure contimued %o
be adopted,and wae defended on the groundas that the estimated inefease in the

{

assigned revenues would make this course possible without cemsing injustiee to
the oounty councils,by whom the grants would now be pald over ito ithe guardians,
police authorities and dimtrioct eouncils, T

A different but not a new principle was adopted in the case of
the grant in respect of hmatien- as here the basis was not expenditure but

the number of lunatios min‘bained for eaoh of which 4/- a week was to be paid

o~
o

fron tho Exchequeyr Contribution Acoount wherever the cost o%}exggeaea this
amount. This furnishes one of the earliest examples of the applieation of
the unitary system,to which further reference will be made when considering
possible reforms.

When the Customs and Exoise duties wers added 40 the assigned
revenues in 1890, the populay ory of the moment was for techniscal education,
in deference to which an option was given (and genmerally sxercised) for the
application of eaoh ecuncil'’s share in the furthorence of higher education.
By the Educatlon Acty 1502, this option became a compulsory duty,so that,
although the amount still pamses through the Exchequer Contribution Agoount,
its destination is determined in advance.

‘ Afder payment of these various grants, it was contemplated that
a surplus would remain,and this, subject to certain minmor but very compliocated
provisions which do not affect the general prinoiple, was tonbe epplied in the
relief of rates leviedl over the whole area of the osounty or county boro'. It
was apparently not contemplated that a deficiency might Fesult instead of a
surplus, as no provisions for meeting such a oontingeney appear in the Act of

-8 -



1888 though such an unfortunate condition is by no mesns unkmown in practise.

The contemplated surplus was however hailed as a fulfilment of the
government's piedge ‘for the relief of local taxatién, but this somewhat mislesding
olainm takes no aceount of the fact that prior to.1888 the Govermment bore the
whole sost of oriminal prosesuticns and half the cost of main Poads, and that both
these charges were placed upon sountiea and county boroughs without any finaneial
assistsence from the Goverament. The reason for their exolusion is probably
that, whereas the speocific gmts from the Exchequer Contribution Account were
made to minor Awthorities, the cost of eriminal proseoutions and main roads fsll
on the Authorities respomsible for administering the grants, and it was therefors
unnecessary 4o insist on the allocation of spesific sams for these services when
the surplas (if any) on the Exchequer Oontrib\itfgg%gerted antonmatically %o
the counties and ocounty boroughs,. Be that as it may, the cessation of the
Government aid towards criminsl prosecutions and main roads in many eases largely
eounterbalanced the advantages which the Goschen system promlsed o Loaal
Authorities, '

ADDITIONS TO THE ASSIGNED REVENUES.

We have now reviewed in outline the one comprehensive effort made by
the Govermmend to stabllise on an equitable basis tho fimancial relations botween
the State and Loocal Amthorities. It will be ramembered that Goechen hoped,
by the schems introduced in 1888 snd extended In 1890, %o ensure

- {a) the separation of local from national
finance

(b) the utilisation of local revenuss for
local purposes, and

(¢) The establishment of a system with some
protence of permansency.

1If any of these aims had been achioveds even at the cost of maoh complexity and
dupliocation in the finances of counties and ocounty boroughs, some straining of
the imagination in order to peroceive the local nature of the assigned vevenues,
and eonsidersble edmtage 40 stationary aend dealining awreas at the expense of
progressive districis, the bensefits of the scheme might possibly have been
considered to outweigh the disadvantages.

Unfortunately none o¢f Goschen's aims has been realised in priotice.
The scheme was never all-embyacing, amnd thersfore looal and national finance
continne to be intor-connected; the grants are noz.iozmeﬁ derived fyon loeal -
iources,and the recent history of the subject reveals a series of fresh aids from Q
the Exchequer,either as further recognidlon of the national oharsoter of certain
services or as assistance in the development of fresh services.
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Whether the original Boschen system would ever have justified iis
introducsion is a question to which a categorical answer cannot be giveng Mﬂﬂﬁ
it 1s that it has fallen far below the expectations of its originator, bat no-

i l‘in&ca
anounting %o Pepudiation of the original promises to Looal Authorities, to whioh

the ascheme has besn subjected by successive Chancellors of the Exchequer, I‘n"
order, therefore, to gauge the tiue poeition,we must now pass in brief reviaw .

doubt its failure is to a considersble extent attributable to the meny S8 "

over the modifications of the aystem which have been brought about sinoe ma.

The addition to the aseigned revemues im 1890 of the oustoms and N
exclse duties has already boen mentioned as part of the original scheme, in thst
they were brought in largely in substitution of the lntelcoﬁe suggestion of a
tax on horses and carts. It 1e convenient at this point to notice two othed
additions which were, for a short time, mads to the revenues ’ef the Loecal
Taxzation Account, the first of which was browght about by the Licensing Act, 1904,

_whioh provided that the sums pa.td for menopoly values of publlie houses should de
treated in the same way as the liguor licences and be assigned for the henefit
of Looal Anthorities. By the Finance (1909-10) Aot of 1910, this benefit was
tranaferred to the National Exchegquer. A% the ssme %ime (2910) half the proweeds
of the newly-imposed duties on land values was appropriated for the use of Local

Authox'i’sies'. This beneflit was, of courses, lost In 1920 when these dutliss coeased
to be shargeabhe,

DIMIRUTIOR OF THE ASSIGNED REVENUES,

Apart from these minor and 4ransient benefits, the modifications
intiroduced into the Gosohen system have all enmred to the detriment of Loeal
Authorities. In reviewing these, 1t will be advantageous to depart from the
order of siriot chionology,in ordes to group the changes under two heads viz -
deductions from the assigned revenmes,and stabilisation of these Pevenwes.

The earliest modification under the first head dates from 1894 -
only eix yoars after the introduction of the syatem, when by the Discases of
Animals Aot a contingent 1iability (which has begome effective in nearly overy
year) wes placed on the Local Taxation Account.

Under thess provisions, Local Awthorities have heem made reaponsible
by way of deduotion from thelr giants for patt of the cost of suppressing certain
diseases among animals.

Five years later (1899) a Pwrther deduction was authorised, on this
cocasion for the benefit of owneras of tithe Fent-charges, who were relieved of
one-balf of the poor rate levied in respsct of their tithes, the defiolency %o the
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RaMing Authorities oonceméd belng supplied by dirveot paymen‘ks from the Local
ra,xaiicn Agcount,

Thé third deduction concerns the payments in Fespeot of the monopoly
valuos of liquor licences whish ascrued to Local Authorities from 1504 4o 1910+
In the lattes yoith tho #ates of duty on thess licences weke incFessed, bat
certain ooncessions were made to compensate for the loss in monopoly values
ocoasioned by the inoi'eased dutiez. . I4 was provided thah the c&strof.theao o
ooncessions should fall upen Local Authorities where they had previoaaly i‘eaped
the benefit of the payment for monopoly value,and this was effeoted by a deduction
from the share of the aasigned revenues paysble to each Authomtr.

-These deduetions., however irritating to Loocal Authorities, are
uninportant when consideired in relation to the shanges in the system which fall
under tho head of .stabilisatioen, It was definitely intended by Lord Goschen
that Looal Authorities should benefit by the expecied inoredses in the revenuss -
which were allocated for their use, but serious depadiures from this prineiple -
wepe made in 1907, 1910 and 1911, the cumulative effeot of nhiah px‘aotically f
destroyed the main characteristic of 4ke’system.

In 1807, for axamﬁle. the primiflé of ansigting specific i*evennes‘was
definitely _abel:lahod and the revenues diverted io the Consolidated Fund,whioch was
‘ oharged with payment of the Estate Duty grant at the same rate as before,and of a
gum equal %0 the amounts whioh would have been paysble on the Custome and Exeise
duties and the Looal Taxation licences a% the rates hitherte in force. Looal
Authorities were for the morme nt safe-guarded from loss which might arise owing to
an increase in the rate of duty payablo on any of the licenees,by being assured of
a minimum payument equal 40 the aversge proceeds of the preceeding thice years,
In explanﬁtion of his propomals, the Chancello# of the Excheque#,who vg}é?%r Asquith
(now the Eatl of Oxford and Asquidh) intimated his desire to recover complete
oontrol over these duties inr order 4o olaar the p‘otnd for a re—sattlement of the
question of mperial mbvent:lona and %o onv.bze the Govermment -to inoPease the

rate of duty payable on cortoin noonnos and cbtain for Imperial purpeses any
1noreased yield.

In the following years the oolleetion of certain of the licences was
entrustod 40 county and county borough ecmnonn with the aassistance of 4he Post
0ff4ce, but thoy were not glven any measure of conmbfol over tha duties. If this
change presaged a ¥eform of the system,it has never msterialised and as it 13
merely an administr¥ative question 1% is hardly germane 4o the u‘bject undat
review.
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In 1910 the rates of duty on liguor licensces and motor cars were
inereased but the amounts payable to Local Authorities were stereotyped at the
figures for the previcus years so that the Governmeni necalved the benefit,net
only of thie inarease of the ratss of duty, but also from the natural imsrease
in the mamber of licenses,  In the following year the Oustons and Exolse -
duties and all oarriage licencos were similarly stereotyped; and with these
departuros from the original sysiem the principles of the schems may now bg
paid %o have been largely abolished. am the only iteme which now flwotuate -

annually according to the sotusl prosceds are the Estate Duty grant and some of
- the Local Taxation Licences. |

The latest modification tocok place in 1920 ,when the peirol tax was
abandoned in favour of the present system of the taxation of moter vehicles
acoording 4o horse<power or weight.,  Out of the proceeds of these duties .
Local Amthorities receive a stereotyped amount in respect of carrlage licencess
which i Pixed by the Plgures for the year 1908-1909, A% this jJuncture,
 the history of the viclssitudes through which the Goschen system has so far
passed 15 concluded, and,at a subsequent stage, sn atiempt will be made 4o
review in bread cutline the present complicated and umsatisfactory position.

GRARTS IN RESPECT OF RATES.
he remeining Govermment sabventions consist of -
(a) direct assistance to Rating Authorities, and
(b) specisl grants towards certain speocifie
::fg:::i:g?iniatend by Local

0f the 4wo divisions, the labtter is of course by far the more important, but
it 18 convenient to deal firsh with the three grants in the Piret eategory:
and thus clear the ground for a review of the most important examples of State

assistance,

Under the general law all property ocoupied by the Crown for the
publio servicels exempt from liabllity to pay looal ratess but a Select
Committce of tho Houss of Commons resommended in 1858 that Crown property should
be made assessable on the same basis as all ether properiy. Following its
invarisble prastice, Parlisment declined to adopt this saggestion, but offered
a voluntary contribution 4o the poor rate only,in parishes where the value of
Governuent property exeeeded cne-seventh of the total rateable valae of the
parishs  Both limitations were abolished in 1874,and 4he Goverzment now makes
14s voluntary coniribution in respect of all local rates sccording %o the
valuation which it places wpon 1ts own property.

-12-



In practice this is spproximately equivalent $o an assessment for rates, but
in theory these paymenis constitate a speclal form of Govermment assistance,
primarily for the benofit of certain parishes whers Orown propertyis an
important factor in the retiing system.

. If the foregoing be sonsidered as a form of relief to a apecial

class of ratepayers, the granis under the Agriowltural Rades Acts 1896 and 1923 are’
somewhat similar in purpose, though wider in appliocation.  Both Acts, liks the

74 the Rent~Charge (Rates) Aot of 1899 are 4emporsry palliatives only and will
disappesr 1f the Rating and Valwation Bill miw (April 1925) before the House of
Commonm passes into law, though the effect of the Acts wlll be mainteined as a
- permanent pert of the systenm.

Following the precedent established by the Public Health Acts; 1878
as regards the general district rate; sgriceltural lend was relieved in 1896 of -
half, and in 1923 of a Pfuriher gquarter of its share of rates, but as this
provision alone without owtside assistance would not have resulted in mach relief
to the purely agriocultural districts, the Govermment wndertook to bear the cost
.0f 4tho donsession from National funds.,  This was indeed the arrangement made
in 192%; but in 1896 the Govermment grant was sterectyped for all $ime on the
figares ef the actual cost of the relief for the yeer 1895~6s so0 that 4he granis
under this Act now bear litile real relaticn to the aclual loss suffered by
Rating Auth oritles.

The rolief from one-~half of the poor rates payable by owners of tithes
sppears at first sight 40 be an instance of State ald very similar to that
conoeded t0 ocoupiers of lands, but, as already mentiomed,; the deficiency is in
this case made good by raetepsyers generally from their share of the assigned
revendes and not from Naticnal Funds, It is therefore more ocorrect to regard
this ap an adjustment of burden between various classes of ratopayers rather than

as an example of Govermment assistance.

UCATIOR GRANTS. .

The way is now olesar for a survey of the grants whioh have been
institeted from time to time in respect of specific services administered by
Local Amthorities. From the administrative point of view these are comparable
with the Discontinmed Grants,to which reference has already been made, and in
impordance and magnitwde they now smrpase those recefved throwgh the medimm of
the Excheqmer Contribution Agcount, althowgh in 1888 practicslly the only granis
exoluded from the scheme of reform were those in rdaﬁocﬁ of elementary education
’M reformatory schools,



The most important seyvice alded inm this way is oduocations towarde
which Parlisment voted the first grsnt as long ago as 1833. This was
expended originally on the erection of schools,and later also on equipment
snd maintenances Farther small grants were sdded at frequent intervals,
each for a special purpose within the realm of education; thus in 1845 the
provision of appsratas, in 1846 4rairing schools, in 1848 dalaries of tsackers,
in 1854 the general expenses of insiruction were added to the list of purp@sas
alded by Parliament. - All %hese grente wéée. of courses paid to the managers
of voluntary schools,which then supplied the only form of instrwotion available

to the poorer classes.

The Elementary Egucation Act 1870+ which orested School Boards for
those distriots whers voluntary effort vas insufficient snd for the first time
placed part of the cost of sducation wpon the rates: maintainedthe system of
capitation and other grants withomt radical alderation in prinoiple,althongh
the emounts natarally increased with the mumber of frosh schools that were
established.

The next landmark in the history of edusation is the Aot of 1891,
which offered 30 school managers a .fes grant of 10/~ per pupil on thelr
abolishing school fees, subjeot to minor exceptions. Ag is woll-knowm, the
Aot was &lmost universally adopted,and the burden of sduostion transferred from
the parents %o the Biate, and thas compulsory education reached its logical
conclusion and became f£reé.

In 1902 Scheol Boards were sbolished,and their powers transferred to
the larger Looal Awthorities which were also made responsible for the volumtary
schools. To moet these ciroumssancee an Aid Orsnt wase introdueed which
oonsisted of - _ |

(&) ¢&/- per child
0) o sastsoms - it e
g2 1d. rate fell short of 10[- per child,
The apmeal grant of sin 11 4d. per ohild and exira granis for special subjJeots
oontinmed to be payable in addition.

The position was therefore becoming unduly complicated,and the
addition of a spesial grant for neseseitiows sreas,and the greatly increased
duties of Local Authorities alike gave rise to & olaim for reform of the
system  This took place when the whele scheme of eduomtion was overhawled by
Mr, H, A L. Ficher in 1918 and the system of grants then $ntroduced was only
slightly modified by the Conselidasion Aok of 1921,
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The present systen effocts a complete Beparation between elementary
and higher education and embraces three bases of computationt~
a) a g:con‘tage,of expenditur
b) s ed sum per child :
A o) a fixed rate poundage »
The grant for higher education is simply 50% eof the approved net expenditure, -
but for elementary education all three principles are combined in an endeavour
%o aﬁainkaqu‘ity as between taxpayer and ratepayer, and especially between
ratepayers in different distiloss.  The consolidated giant (kmown as ihe
Substantive Grant) is -
a) 36/~ per ehild
b} 60% of the ealaries of 4eachers -
cj 50% of the expenditure on spsoial

~ serviges, such as schools for
defoctive mhildren, ,
(4) 20f of the remaining approved net .
expenditure. :
From dhe total of the four above amounts there is deducted the

produce of a rate of 7d. in the £ The grend must not exceed

two-4hirds, or be less 4han  of ihe net expenditure, bui en

additional grand may be paid inm highly-rat areas.

Refermatory and industrial sohools, which were originally and are

8511l largely voluntary instltutions, are not supervised by the Board of ‘
Eduoation, but by the Home Office, which has sinse 1854 made a direct capitation

grant to each elass of sshool,

POLIOE GRANTS.
The Polioe service 4akes squal rank with Education as being the
first loocal servios 40 reveive assistance from dhe State, 2s the first grant

in aid of 4he bl&otropcu"bm Police was, as previously recorded, voted in 1833, when
Ahe £irst contribution in ald of Eaucation was made.  The grant vobed was the
excess of the cost of the forse over arate of 8d. in the £. subject to a
limitation of the granmd 40 £505000. There were at this time but few

provinoial foroees, as their formation :raa optigml in counties, and altheough
nominally compulsory iu !boz’*’o'dgin bundar the AcA 5 2 6 will. iv, o. 76, there was no
power 4o ocupel the maintenanse of an adequate standard,

The unsatisfaotory oondition ef such forges as existed ocompelled
atdontion o0 the gquestion, aﬁd. on the report of a Selest Commities, thé provision
of an adequale polioce foree in counties and boroughs was made sompulsory in 1856.
The Government agreed 4o pay one~fourth of the cost of pay and clothing of such
forces as were seriified as efficlent by the Heme Offiee inspectors, and thus

secured some measure of oondrol over the service.



As part of the scheme for the rellef of rates,introdusced by

8ir Stafferd Northoote in 1874 in fwlfilment of a resolution of the Homse of
Commons, the Govermment dowbled their contribaution of one-fowrih of the cost
of pay and olothing and this arrangement lasted wmtil the passing of the Looal
Government Act, 1888. The contribution o the Metrcpolitan Poliee had
meanwhile undergone several changes, but the grant was similarly inoressed in
1874 ,and after further modifications was fixed at 4d. in the £,or, as the cost
was limlted to a rate of 9d. four.ninths of th:n gctal cost, - In addition the
salaries of the Uommissioners and Receiver were/still are paid by Parliament.

Under the Gosohen scheme of 1888 the bases of the grants wems not
altered, but the amounts were to be paid from the Excheguer Contribution Accownts
to the Police Amthorities, an arrangement which is still in forse, though the
actwal amounts, and also the shares of the £300,000 allocated from the Exeise
dutien of 1890, are stersctyped at the figures for 1914-15.

The Police service attracted oorsiderable attention in 1919 owing partly
to dissatisfaction among the members of the fores which culminated in sn abortive
strike in August of that year,and partly owing to strong pressurs from Looal
Amthoritiea for fwrther financial assistance from the Government to meet the
greatly-increased sost of the service,as a result of post-war conditions and the
frequent additions to their expenditwre necessitated by the requirements of the
Home Offisce.

The Desborowgh Committee which was appointed to consider the whole
question of the police servise,reported in favewr of the expenditure ¢n the
service being equally divided betwsen Loocal Amthorities and the National Exchegumer,
and as & resuld:there was made permanent a temporary regulation to this effoct
which had been intrcduecsd in the early part of the year, Local Aathorities
therefore now receive a sapplementary grant for this service ,which together with
the two grants intreduced by Lord Gosohen,brings the total State Ald wp to half
the net approved expenditure.

HIGHWAY GRANTS.

The first grant in aid of the cost of main roads was voted by
Parliament in 1882, Mr. Gladstone havinmg proposed in his Budget to increase the
carriage dudy ,and apply the proceeds in aid of the highway rates,which had
greatly inoreased as a result of the abolition of the tmrnpiks trwsts, The
cost of maintaining distmrnpiked roads fsll on the distriots and parishes thromgh
which they ran until 1878 when half Ahe cost was transferred to tbqéotnty by
the Bighways and Looomotives (Amendment) Act. Mr. Gladstone's proposal was,
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however, Fejected and instead, half the oost to the local Highway Boards
(4.0. 3 of the total cost) was assumed by the Government.

Five years later Gosshen instituted a similar grant o the
ocounifes, so shat the Exchoquer bore che-half of the dotal cost in 1887, 1888
and 1889, when, under the Local Goverrmend Agh, main roads besame z sharge on the
county. ~ The Highway Boards disappesred, and the minor roads were transferred
40 the Urban and Bural Distriocts, though Urban distriods were allowed o retain
condrol of their main roads and to recover from the ocoundy the whole eost of
meintenance.  The Government grants disappeared, but 1t was intended 4hat the
balance of the Exchequer Oontribution Account would more than oompensate for
s$he loag of 4his grant. '

Among the many alterations embodied in Mr, Lloyd George's famous
Budget of 1509 was an inoresse in the rates of dutsy paysble on motor oafs.
The share paﬁblo %o th.e Loecal Taxationkooount was, a8 previously meniioned,
pormanenily fixoj. a% the amount payable during the yéar 1908~9, and the balance
carried to a newly~created Road Improvement Fund, the revenues of which were
40 be distribuﬁd among Looal Auihorities for the mainienance of main ireffic
routes. The main souree of revenue of the fund was, however, the petrol
dex which was also imposed by the 1909 Budged, and this arrangement lasted
unbik 1920, except for the war years during which the Government diverted the
revomues of the fund 4o more wﬁgent national purposes.

Among 4he schemes of re-organisation evolved in 31919 was the
establishment of the Ministry of $ranspord, which immsdiately %ook in hand the
pressing problem of the main roads throughout the Country, in the course of
which all important roads were designated as "(lass I" or "Olass II"
vospectively, and 4hie olassification was made the basis for 4he hev systen of
grants then introduced. The old sysiem of licences for motor ears was
abolished, and the present system established, resulting in a great inerease
in revenue, notwithstanding she abrogation of the peircl tax, The revenues
are carried to the newly-created Road Fund (into which the old Road
Inprovement Pund is merged) and, afier defraying the expenses of collestion snd
administration, are solely applioable 40 the somtruction mnd maintenance of

roads,

From this source Loesal Authoritles now receive ammual grants equal
%0 50% and 284 respectively of she ecost of mainfaining the Olass I and Class II
roads in their areas.  In addition, the Mintetry fiequently copiributes half
4he oapital cost of consiructing a new road of more $han losal importanse,
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and armnges for the spportiomment of the remaining halfof the cost among the!
Leocal Agthoritios ooneermed, when thekr assent to the scheme has been o'bta.:l.neq.

PUBLIC HEALTH GRANTS.

" The advent of Siate assistance within the realm of Public Health
is a oonpératively recent events assooiated with $he scheme of scoial reform of'
which the National Inswrance Act, 1911 was one of the most prominent features.
Under 4his Act local anthorities established sanotoria for the treatment of
twberonlosis, and towards the nesessary expenditure the Goverrment made varying
contributions., With the passing of the Natiopal Insarance Act, 1920, $he
payment of sanatorium benefit,previcusly edministered by Insurande Commdttees
ceased,énd srrangements wore made for a considerable extensbon of the facilities
provided by Loocal Awthorities for the prevention and treaiment of tubersuldsis in
- all its forms,  The grants payable by the Government in respect of this
expenditare are, with minor exosptionss salowlated on & basis of 50% of the
approved net expenditare for the year.

" National ald towards expenditure on providing accemmodation end
otherwise earing for the mentally deficient (as distiict from lunatlocs) dates
from 1913, when a fixed grant of £150,000 was voted by Parlisment for this
purpose. In 1919 this limitation of the total grants was removed, and Local
Aathorities now receive a grant of 50f of the expvendituéo on obligatory servioes,
together with capitation granis where exira services are provided.

The position with regard to grants in aid of mabernity and child
welfare work and clinigs for the treaiment of venereal diseases is similar to
Ahat outlined above for tuberoulosie and mental deficiency, im that the grants wers
institated (in 1918 and 1918 respectively) when compulsory duties were first placed
on Loul Authorities ,and Ahat these granis also represent a percentege of net
expenditure, the figare being 50f in the case of maternity and child welfare
and 78% in the oase of venereal diseases. ' '

HOUSING GRANTS.

Among the many post-war problems,none has oocasioned so mach
expenditure of time, emergy and money om the part of both National and Local,
Mathorities as that of relieving the shortage of houses.  The problem looms
so largely in both national and local politlics that it 1= vxmecessary to stress
iss importance at the present time, and no dowdt 4he three national sehemes.whioh
have followed so olosely on one smother will enable the historian to form some
impression of the magnitmde and diffiomlty of the guestion.
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Recognising in thie the biggest domestic problem of the

reconstractlonnperiods the Government has acoepted throaughout 1te full share

of responsibility for its solation, bat at no time more so than in 1919 when

1% sapported the scheme associated with the name of Dr,; Christopher Addinons
 the first Minister of Health, Under this scheme, which subseguently received
drastic curtailment at the hands of Sir Alfred Mond, the Government required
Looal Amthorities to submit detailed proposals for the erestion of heuses in
large numbers,and when these were approved undertock all fimanoisl responsibility
for any annual loss beyond a rate of 1d, in the £, an arrangement which continames
JBor i & pubpabsTol REitbittais $Re Bo¥iiinent e Putere burden in respost of the

annual d'eﬁoieney on each sohems.

This prinociple of limiting the liability of Local Awthorities ab
the expense of the Government, which of course involves a very great amount of
detailed oontrol, was sbandoned by Mr, Heville Chamberlain in 1923 in favour of
a fixed grant of £8 per annum for £0 years, payable %o Local Amthorities for each
house falfilling the technical conditions which was erested in their areas,
whether by themgelves or by private senterprise. %he ¢apitalised value of the
grant is £75 and the benefit is generally passed om 1o private enterprise in the
form of a capital grant of abowt £100 the excess over £75 belng of course
contributed by the Lgooal Amthority. In the ocase of homses erected by a
Qorporation, the Govermmenits contribation i1s similarly limited in amount ,and
thue any deficiency in excess of £6 per howse for 20 jesrs bas to be met out of
the rates, the 1iability of whioch is donsequently mnlimited, while that of the
Govermment is fixed . 8 reversal of the prineiple of the Addison soheme.

The scheme imtroduced in 1924 by Mr, John Wheatlsy 15 not essentially
different from the Uhamberlain ssheme, but speolal sonditions are atdached to
the inoreased subsidy,in an endeavour %o ensurs the satisfactlion of the need. of
the poorest classes,in preference $0 that of the bether working-dasses. The
Chamberlain scheme continues in operation, but in addition & new scheme appears,
undor which a grant of g9 per annim for 40 years 14 made in respect of those
houses fulfilling the speelal statmtory conditions as 4o tenancy and rent. In
calonlating the rents to be gharged,it is expected that Local Amthorities will
make a contribmtion equal to half that of the Govermment, and with the total
subsidy of £1%: 10t 0d. per sunum for 40 yoars the schemes are expected 4o be
éelf-?npporting.

MISOELLANEOUS GRARTS.

Closely allied to the housing problem is the question of re-setiling

in oivilien 1ifeo the men demobiliged from the Services at the eomclusion of $he
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Gread w.;-.. In deforence to a popular and by no means new ory of

"Back %o the hnd'; the Govemment formulated in 1919 a scheme of land setilements
and encoursged Loca.l Authoritiss to purohase estates for division into small
holdings of a few acres each. The scheme recalls the housing proposals of

the same year, as the financlal responsibility rests primarily on the Govermment.
Indesd, no loss whatever ln respeot of a duly authorised scheme falls on the
Looal Authority umd$il 1928, when a re~valuation is to take place, on the basis of
which the Government will remain responsible for the repaymeut of such a
proportion of 4hs outstanding loans as 1s equivalent to the exopes of the total
cast of acquisition over the current market value of the holdings.  With she

aid of 4his grend, which will contirme until the loans are redeemeds it is
snticipated thet the schemes will be self-supporting, and thas no charge for

this purpose should fall upcn Locel Authorities.

In spite of frequent and urgent reprosentations by members of
Looal Authorities) no Government has given practleal recognidion of the national
nature of the great burdens which the present indusirial depression has thrown
upon the majority of towns throughout the Country. Where, however, Uorporations
have undertaken works adnittedly for the sake of relieving unsmployments which
in the ordinary course would nod have been carried out for some years, if at all,
4he Goverrmens has contributed during the last four yesrs a peroentage of the
wages bill, in the case of revenue schemes, and a proportion of the interest and
sinking fund charges for a varying pericd of years in the ease of ocapital
undertakings, The grantas aro, however, subjeot to o many restriotions, and
represent at beet dut a mmall portion of 4he burden which unemployment has
aéded %0 Losal Authorities, that the total relief from this mource is generally
regarded as very ix;adequa‘hol- There are slsc small contributions made towards
the expenses of the Distress Commitiessset up under the Unemployed Workmen
Acts 1908, but the total amount involved is so small as 4c be almoast negligible.

Following the reform of electoral machinery which was brought about
by the Representation of the People Act, 1918, the Staks has contributed 50§ of
4he cost of compiling and printing each half year the electorsl roll of each
arons whioh now applies to both mational and loosl elections, The erpenditufe
 which is allowed to rank for grand is restricied acocording to a scale prescribed
by the Treasury.

To complete this historiosl skeboh of Imperial subventioms,
mention should be made of Ywo emall fixed grants, each having & curious
historieal origin. 8ince 1865 an annual grant of £10,000 has been made
Sowards the cost of ihe lloiropolitan (mow the L.C.0.) Pire Brigade, as an Act



passed in that yosr (28 & 29 Vict. o. 90) imposed mpon the late Metropolitan
Board of Worke the daty of extinguishing fire and protecting 1ifs and property
in 6ases of fire occurring in the area. The grant was instituted owing to
the fabt th’aﬁ at that $ime the Goverrment did not sontribate in respect of
Urown property towards the rate charged with the cost of the Pire Brigads,
elthough sfititled to its services whenever necessity arose, Although the
Government now makes its contribution 4o 4he rates, the grant has never been

withdrawn, probably because the reason for its institation is now largely
forgotten,

The annual payment of £90; 9: 0d. made to the Corporation of
Berwick-on-Tweed though the last to be mentioned, is easily the earliest in
origins as it represents a grant of £100 made by Charles II to the Corporation
for maintaining the bridge built by James I, The Corporation has to show

by dts aceounts that the money is aotuily expended upon the maintenancse and
repair of the bridge.

Sach, in broad ocmtline, is the history of Imperial subventions
in Epgland and Wales, Sefficient has been written 40 show how complex the
system (1f the term oan properly be applied to the present haphasard
srrangements) 18, and how imperative is the need for simplification and reform.
ABefore considering suggestions for improvements, however, 1% will be well et
this stage to collect the threads of the forsgoing narrative, in order to obtain
that olear view of the presont sltmatlon which is essential to a proper
conaideration of possible improvements.
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PART IIT ~ REVIEW OF PRESENT POSITIOR.

.

When that landmark in Looal Govermment history, the Munioipal
Gorperations Aok, 1835,was passed, Government granis were practioslly
‘ non-sxigtent, but this simple sconditiondl affairs did not endwre for many
years, Wo have seen that one gorv:}.co after another hasy from various notives;
_been added to the 1ist of those Peceiving Natdonal assistance, at times to
afford rellef to landowners,or aseist tﬁe ratepayer a% the eq‘xense‘ of‘the
tazpayer: at other times to equlisg expenditure beitween different digt_r;l.ots-
on s$ill other ocoasions to se&ro Govlorrmental oontroi of a service,with a
~view to improving its effioclency,or 4o indnon Lecal Amthorities to wndersake
- extended duties and responsibilities. .

As m{uample of relis?l %: raral areas one might eite the grants
under the Agriculiwral Rates Acta, ;;1110_ the substantive grent in aid of
elementary education represents a grand designed partly to equalise the cost
beiween the varioms areas, The polioce grant is an owtatzading instance
of the grant as a devlice for seouring Govermmsntal sepervision. and the
present housing grants and the grants towards mnemployment reli:ef worke
are examples of assistanee designed to stimmlate the aotivities of Looal
Athorities,

We have sgen that the majority of granis are at present, as was the
case before the Cosschen scheme, made diresctly :ln.z'-'espeo'a of specifio services,bul
that a smrplas under the Gosochen scheme amounts in some sases to e substantial
samy whioch is not definitely destined for any particulsr objevt. We have
geen also that the number of gervices assisted by the fovernment has graduslly
ineressed sinoe dhe institution of the system, especially in redent years, and
+bad the probability is therefore in favour of an extension rather than a
dinmimmtion of she practioce.

§g710E§ IN E mf OF GM:B.
| The services sided somprise the moet important of those

administered by Looal Amihorities viz; sducation, police and main voads, .
Largs ocontributions ars also made towards dhe oost of the Poor Law system
and to the allied services of lunacy and mendel deficlency.  To this list
has been added in recent yoars public health, homsing, land settlement and
several other minor services, while aid which sannot be appordioned 4o any
o partieilar service is received by some cowntiss and county boromghs from
their Exahoquer Contribution Accownts,and by most Awthorities from the grants
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in Tespect of ratess  The list if stralghtforward end simple,but it should
be monbered that in many oases assistanse is cnly given to a branch of the
service, often without dwe regard to its relative importence in the general
scheme; but the question c«fwhich, if anys Jocal sarviees showld receive.
aésistanoé from the Goverihment is properly a mat¥er for discmssion at a

subsequent stage.

BASES OF GRANTS.

When one turus to consider the bases on which the varioas grents
are son'&ribnﬁeé, an extmcrdimz-y condition of affelrs is revealed. Xt is
quite obvious that what is a fair basis in one case may be most inequitable in
another and frankly impossible in a third, bikt i_his does not in wny way Justify
the miscellaneous collection of standards adopied either singly or jointly under
the present regulations. Thera is, for ezamples the percentage system, wpon
;rhiéh (eubject 4o modifications) the most important of the sabventions ara made.
There 1s also the unitary system, which 1s adophed in the present housing
gfants.r We find, alsoy fixed sums allocateds @.3. £150,000 devoted to
Superannsation of the Meiropolitan police.  In addition, there ig the
extraordinary medley of bases wpon whioh the grants munder the matilated Goschen

systen are assigned. In some cases,the d_.!.'viaion is according to she area in
which certain items of national révemb happen to be colleoted, in others,
aceording 40 the expendiiere of a singls year, nearly 40 yoars ago, in still
‘othersaccording 4o the relative wealth of the recipient, measured by rateable
valuo. Fo add to the confusion, some of the grands allecated in one of the
foregoing ways aro subseguenily divided beiween Looal Amthorities according to
entirely different standsrds,snd withomt regard to the total amount available
for distribution,  With much e heberogeneoms sollestion of prinociples in
operation, it sannot oceasion any surprise to £ind that the grants wnder the
Goschen scheme are hopelessly intermingled with the direct grants towards
spoolal services.

Shérn of mll detailss smch then is 4he posiiion of affairs at the
present times, It is hardly pecessary 4o emphasise the importance of a
reconsideration of the whole question; an exposure of ithe facks is the most
eloquent argament for reform. Dpastic alterations have been recommended by
amthoriiative bodles on séveral ocomsions, notably by the Roval Commission om
Looal Texation (1896~1902) by the Royal Commissien on the Poor Law (1905-1909)
and by the Departmental Commitbes on Locsl Taxsbion (1911-1914)«  The reforms
recommended by the last.named body were acospied by the Government,and the
neoaséa:y legislation was only abandoned owing to the ocutbreak of war, Thelr



fecommendations though valuable, are neither wholly applicsble as the
prosent dime nor sufficiently far-reaching; 4he need for reform is

agl‘t@t
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PAR?T IV - SUGGESTIONS FOR REFORH.

SESISRARBETARESIZTSSRRTESCETRWSISRBBRBRNE

THE PRINCIPLE OF SUBVENTIORS.

In coneidering the various directions in which any possidle
. roforms of the system might tend,it 1s perhaps as well to Qisausa at the
outsed the feasibility of the mocst sweeping reform of all, viz; the total
abolition of Imperisl swubventions. The other sweeping reform in a ,
contrary direction, oopsisting of the abolition of Locel Awthbdrities and
. the exercise of their powers directly by the central Govermment, bne way
reasonably pass over as being frankly impossible, but the reétoration of
Looal Authorities %0 the position which they virtwally oeowpled on the
passing of the Manicipal Corporations Aot, 1835, is a question that cannot
be 50 summarily disomssed, if only becamwse 1% implles a return to pre-existing
ocnditions, A conditlion of complete separation between natlonal and loosal
finance oonstitmtes in many respects an ideal, deserving of some sacrifice
for its attelmment, The relative simplicity which separation mskes possible,
and the absence of periodical demanda on the Exchequer for further assistence,
are advantages not lightly o be thrown aside. One should mention also the
advantages from the Gorperations' point of view of immunity from control and
fPeodon of self-determination,and also the adherence to the mound financial
principle of eleoted representatives having power to spend only money providéﬁ
by their electors in that capacity. Farther, the sbolition of Grants in eid
would render possible very conslderabls reductions in the activitles of several .
Government Departments, a feature which most English people wowmld regard as
eminently desirable,

All these oconslderations mmst, however, fail before the arguments
%40 be addwoed in fLavour of the system of subveniions. The main reason for
their institutions and therefore for their continmance, depends for its validity
wpon the changing character of the services adminiétered by Looal Amthorities.
Just as-the towns were the earllest units of Government and were cnly gradaally
embraced 4n & National system, so0 were the services administered by
corporations originally local in character and importance. In more recent
times howevers the graduwal extension of the sorvices provided by them has led
to 4he general adoption of the view that they perform services of national and
not merely local importance, This change may be attributed to two causes -
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"(a) the addition of new services.

(b) an elteration in the oharacter of
certain individeal services.

In tho first ocategory the service of edmoation, transferred from the Sghool
-Boardsto the larger Awthorities in 1963, coours readily to minds the
regisiration of b&rthé and deaths furnishes an example of a miner service (in
thie case performed by Gmardians) undertaken on bohalf ef the Government.

As an example of the second class, one might olie the polise service, which
has undergone great changes sinse its gradual inamgurstion in the varioms
counties and boronghs, and with ihe rapid transport and still more Wapid

means of c?munieation which characterise this century,the orgenisation and
administration of the service has besome & matter of very oconsiderable national
importance,

A more siriking oxample isto be fomnd in the main roads of the
Gountry, which, with the arrival of the motor cars are of far more than local
advantage and have now attained 4o a posidlion of greater impord than that from
which they wers displmced by the advent of the railways.

Inporiel subventions repreaoﬁt & method by which the State can boa#
ita share ¢f expenditare on services undertaken on its behalf by Loeal
Authoritdea. There are, however, soveral other gromnds for thelr existenoces
of which one is the measure of equality that scan, by their aid,be obtained between
the bardens on different distriois. With the recognition of the national
oharactel of certain services, there folows not only the equity of a State
contribation, but aleo at laast prima facle evidence of the desirability of

. equalising 40 some extsnt the bwrden of these services on ratepayers in different
districts. Grants in aid, sultably calomlated; oan be made 4o affird relief
1o poor areas with heavy sxpenses,at the sost of districts more favourably
situated.

The foregoing may be oonsidered as the main reasons advanced by the
Looal Awthorities in justiﬂcatibn of the syetem of subventions. The
influende of loocal bodies on Parliament is however not sufficiently powerful to
acooant for the extent 4o which the system has spread imto English administration.
Some grants are, of ccurse, almost direcily ettridbmisble 4¢ representatlons and
pressure brought 4o bear wpon the Government by the representatives of looal
interestss but these are not the circumstances under whioh many grants have been
instituted, and it is probably not 400 mmch 40 say that granis have deen
intwoduced as zmch at the instigation of the Govermment as of Looal Awthordities,

The reasons whioch have led Parliament to undertake in many cases on 1is omn

initiative, very considerable financial 1iabilities in respect of the services
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sduirdstered by loosl awthorities are not far to seek,

Grants in Ald represents the British method of ensuring National
eontrol over certain servieces, the inpo_rtanée qf which extends beyond the
locel avea in which they are actually adminié{e»redf.‘ Experionce has showm
that the cox#plete independence of Loecal Mhor;tﬂ,és, ot least where oeriaiﬁ
servises are concerned, is not in the Wationmdl Intereét,and the system Qf .
subvontiona represents a oheraotori‘si!o. comprémisa botween absoluie fz""e‘e_dom_v of
action and the complete swbssrvience which wowld be entalled by administration
from Whitehall, - |

I% 48 trme that Secretaries of State possess apparently formidable

powera of compelling Looal Awthorities to oarry owt their statutory duties in
an efficient manner, but the powers are not easily pat inmto operation and can
only be regarded as a final .exped.iant,vhioh may, Or may not, bé 'aaocessf_‘al._

As a means of securing afficlency, tho& are obviously unsatisfactory and
therefore of more theoretical than prectiocal mdmgcqg besides,thelr oxerolse
is :noﬁ saloulated to promote that harmony of working so néoés#ary to smocessful
administration, | A Grant in ﬂd. properly wiel&nd; has none of these |
disadvantagesy and experience has shown that this device 18 mfe sanocessful
+than any cther for obdainings thromgh some degree of conirol of the wa¥ in
which it s expended, the standard of offisiency desired b¥ the Government,

It 1s thia fancdion of a gra.nf which makes 1% so0 desirsble from the Nakicnal
point of view, and which indeed oconstitutes the most cogemt argument in favowr
of the system.

By 4his means, also, 1t 1s possible to secure %o all Looal
fwthorities dhe benefit of wider experience and sollective wisdom,whioh the
representatives of the Governmen’ are best able 4o sapplys and thereby 4o ensure
that the money expended uwpon & partioular seorvice is wiilised to the best
advantage for the attaimment of the main purpose; and not diverted into some side
channel owing to lack éf vision or want of & semse of propersion.

Wo have seen thai in former years Imperial subventions owed their
favour 0 the view that eqaity demanded s smbstantial contribuiion from personslty
towards the burden of rates, which is by many smpposed to fall mainly upon owners
of lands  The writer has in & previcus essay®, expressed his doubds as to the
oorrectness of this view in actwal practice,and has for that reason not addmoed
this argmment in favour of Imperial sabventions., If however, that theory of \
the incidence of rates be acocepted it stil) does not constitute a very strong

s "The Incidence of Local Retes" a paper road before the
Faculty of Oommeroce ef the Unlversity of Birmingham
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argunept in favowr of Granis in Ald, inamumch as inoreased rates are very
largely bound up with the development of certain districts,and the sggregation
of people in towns, both of which tend to re-act in favowr of landlords by
enhanoing the valwe of their property,end thus inoressing their renierolls.

There 4s howover #8 need %o resort 4o 4his somewhet inconclusive
argument in favowr of Imperial sabventions, as the reasons previeusly given
have hitherto been regarded as sufficiently compelling $o owtweigh the benefits
of freedom-and simplicity which existed mnder the old regime. Thie is
in many respects an eminently reasonsble consclmaion, as the broad scheme of
government in $his Oountry embraces $hree main oclasses of services -

) (a) those administered entirely by the
central Govermment for the benefit of
4he Nation es a whole,and not of the
inhabitants of particwlar districts.
(b) those administered wholly by Local
Authorities without State intervention, .
sxcopt perhaps the graniling of the
necessary peormissive powers,and
(¢) & olass intermediate botween the two
foregoings cocmprising servicea
sapervised by the State and loaall
adnindstered by repreaentetive bodlss.
The eost of servioces Palling in the first elass, swoh as the armsd foroces of
4he Opowns, is naturally met from the prooseds of Nabional taxaticn, jJust as the
cost of purely local services, such as the provision of a fire brigade or the
lighting of streets, falls entirely upon local rates. As therefore th&g are
certain servioes which ocannot be olassified either as wholly RNational or purely,
local,but oceupy an intermediate position, the division of the cost of these
between thoge jointly interestod in their maintenancs,viz; the State and the

Looal Amthoritles, does not seem inappropriats in principlse,.

SERVICES TO BE AIDED.
The applioé.tion of the general principle of subventions involves the

settlement of the two very important questions of the servioces to ba regarded as
entitled 40 asslstance from the State, and the manner in which the amount of
grant 1s 4o be determined. A consideration of the ﬁ.rét problem reveals the
very acnsidereble 41fficuliy of olassifylng services, even under the three broad
heads suggested above, The services at present administered by the State

do not present éericus trouble, as the general polley of Parliament has been to
place Wpon Loocal Amtherities all dutles that oan reamsonsbly be added 4o their
' exieting responeibilities, so that the probabiliiy of purely local mervises
being wholly under Fational control is remote,when compared with the sontrary
poasibility, In any case,dhis question,' which is largely comnaoted with that
of the sconstitutional supremscy of Parliament, is rather beyond the soope of
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this essay, which 48 ooncerned with sabventions as they a% present exisds rather
than with problems of administration as sach.

. The diPficultios beoome more apparent when ome turns o consider the
meny services now administersd by Loosl Awthorities,  Discerding the carlier
division of services into "bensficial’ and Yonercast aooordingbia whether or'not
the rate represented a §aymen‘a for servioces rendered, one endeavours té deternine
what degree of interest is possessed by the Stste, as suoch, in each service’
carrled outy  The problem 1s not so easy as 1t appears, for thoagh the removal
of sewage and refuse and the treatment of infeotlious discases may appesr %0 be
duties of mereli loesl import, one ocannot 4gnore the effect which these and '
similar sanitary services must have om the physical health and wbll-being of the
Nation as & whole. The 1sclation and treatment of cases of smallpox is a duty
of Local Authorities towards whioh‘the Government makes no direst contribution,
but it is guite patent that the smpproession of this disease is a matist of great
Rational importance, o¢slling for the maximmm of skill end attentlon.

In a similar n&) and 10 a varylng extent,many if not most of the
services provided by Local Amthoritles benefit not merely those who 1live in he
areass which they represent, bat, owing elther to diffhision: of benefit or
mobility of ihe popwlations enure %o the advantage of the Nation’' generally,

With a few exceptions in the case of minor services, it is therefore impossible
definliely 4o localise the effect of the actions of loeal bodies, bt it is L'equa.lly
imposeible to arrange for a coniribation in svery cese to represent the extent of
the interest of the States

- In oonsidering the serviees to which in practioce swbventions shogid be
given, ons has therefore to deal only with those in which the Govermment can dbe
shewn 40 have a very. donsiderable inmteresis safficiecnt at least to jJustdfy the
expenditure 6n smpervision and ocontrol which we have séeen to be an important
concomitamt of all granis. Higtorioally i% appeara 4$hat subventions nay be
juedified where the Government has an interoat to the extent of one=quarter of
the cost of the service, bmi in the omse of most grant-aided servioes, the
interest 1s eoneg;ldez-éd Yo be divided equally between both partners, for which

reason they ave frequemily termed "semi-national” services.

These at preaent comprise edweailon, police, main roads, and certain
branches of the publis hoalih service, dn sdditlons granis are made towards
oerthin expenditure on poor law servicess on the maintenance of pauper lunatios,
and one or two minor services of s semi-nationsl charaoier. . It is difficuld

t0 see how any one of these servioces could be considered as m metter of mz‘-'e;y
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oono;;h. fo Be.left to the discretion of the inhabitants of each town, On
dhe contrary, the Nation as a whole is in & great measure responsible for
4hese sefiibea,hhd has sherefore & very sppreciable interest in thelr
efficiency. It 1s importent to observe too that some of them are changing
in oharacter (e.g, msin rosds) and becoming of greater Homent $o the netion as
a whole than dhey were in the past. One may perhaps therefors assume that
the theory that edmoations; police and main rosds are semi-natlional mervices

will not encounter serioms opposition.

Applging still the oriterion of State interest in looal services,

i4 appears that a strong case exisis for an extension of the system of sebventions
in several direstions. Of thess, the most important 1s the Poor Law, The -
mejority and minoriiy reporis of the Royal Commission (1905-1909) ﬁnite in wrging
the olaims of this service 4o be recognised as ons of national imperiance,and this
view was supporied by the very inflaential Deparimental Commitiee on Looal
Taxation. (1911-1914) Small grants are indeed made towards oértain expenditare
of Beards of guardians, but the $ims is long overdaus for such an:extension of the
sabsldies as will place the Poor Law servlce on a basis oomparable with that of

sdusation,

Parliament has at verious times recognised a responsibility towards
those unable to suppord themselves, as witness the system of mnemployment inmsurance,
and the scheme of pensions introduced by the present Govermment. The existence of
compassionate leglslation of this nature may prompt a question as 4o the reason
for the reluctance of the Governmen% %0 assume & greater share of responsibility
for this service, . The reason is probsbly twofold

' (a) that reform of the Poor Law has been
repeatedly promleed during the lash
twonty yoears, and
(b) that 4he system has not yet shaken

off i%s historical conneostion with

3he parish, or the medimval notion of

*settloment® which now finda :

expression in the wdrd "chargeability.”
The simplification and economies which the abolition of thie docirine of
settlement would bring about, oanAonly be appreclated by those intimatély
concerned with Poor Law adminisiration and the endless complications forced uwpon

the systen by tho mainbensnce of a theory hopelessly unsaited to modern conditions.

It 1s diffionlt to say mmoh conoerning a public service which is at
present under invest igation by & Royal Commission and the treatment of the -
nentally-afflioted 5 so intimately conneoted with the rest of the Poor Law system
that 14 is perhaps sufficlent to observe that this service has an equal olaim for
sabventions with the reet of the Poor Law. This has to a great extent been
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resognised by the capitation grant made fiom the Exchequer Contribmtion Ascpmnts
1% only remains 40 add that,in any scheme of reform ihe £inanolsl responsibility
should be more equally divided between the Siate and Loeal Amthorities, as is
now ths sase with the separate service of mental deficisncy.

£ !hi quostion of Pablic Health granis is one of mmch difficuliy, owlng
to Ahe wide yange of duties covered by that term and the varying standard of
efficiency attained by different Amthoritles,  Sinoe 1872, when grants towards
the salaries of mediocal officers of health and sanitary inspectors were introduced,
public opinion has gradually sdvanced in the direotion of realising that the
maintensnse of & good standard of health is as much in 4he natlonal interest as
the atiaimment of a certaln level of edwostion,

e,
IR

IA 48 obvious too, thab the great inorease in the mobility of the
peopls tends 40 ‘emphasise the national.“ Ghangg:kei of this qmestion and finally, the
izmportance of subventions as an incentive towards the atteimment of a higﬁ standard
in this partioular service cannot easily be oxeggerated,  That this has been
realised 40 aome exient is shown by the recent introdaction of Grents in ald of
expenditu‘e on tuberaulosis, maternity and child welfare and venmereal dlseases,

and 4t 48 px-bpablo thad extended smbvendions will be provided in the future,

edthor toﬁrds speoial branches of the service, or towards the general cost of the
various duties oarﬂed out under the direction of a medioal officer of health.

Another service of somé 1mportanée which has & olaim to bo regarded as
seni-national 1s that of oriminal proae_otﬂioné.- The administration of jJustice
is,primarily at lesst a concern of the oeniral Government and themgh one would
hesitate 40 suggest ihat this expendituwe shomld be entirely borme by the State,
4% mast be obvioms that the State has an inderest at leaai{equal '45 that of the
Looal Amihoritdy in seocmring the prosecution of offenders against the law, and in
the case of Opown prosecudions is under considerable moral obligations to meet
the whole bof the cost. ‘

.

Up to the present nb moniiaxi hs besn made of the position ocompied.
by the housing problem, notwithstending i4s great praciiocel importance to Looal
Anthorities. The howsing graniss like those in respect of land settlement
schemes and wnemployment relief works, are however demporary subventions made to
relieve an mrgent problem directly ocoasioned by the late War, I4 i= tsherefore
inadvivable to oconsider them as pard gf any general scheme of granis, but raﬁher'
10 regard them as transitory assistance in dealing with an exoeptional problem.

I4 is probably unnecessary t0 enter into detalled muppors of the general wiew that
problems. of this nature, which are direcily attributable to a National wpheaval,
mast 50 in a vex-y’ great.meamo regarded as responsibilities of the State. As



long,therefore, as the provision of houées is a duty imposed on Loosal
Authorities by the Government,iheir ti$le 4o financial assistance in
sarrylng out their duties 1s not likely to be seriously opposed.

ABOLITION OF GOSCHEN SCHEME.

At this point, it is necessary 4o revert for a moment 4o the
Goschen system of calculating and dividing grants between Local Anthorities.
A study of the recent history of the subject is sufficient to prove that the
system has entirely failed %o achieve the aims of its author, which are
themsolves of rather questionable importance.  Apars from this however, if
has never afforded satisfaction either 4o Chanscellors of the Exchequer or to
Looal Authorities. The former have resenied the limitations placed upon
their actions, and have not hesitated %0 tamper with the system so as slmost
entirely %o destrc;y its character, while the laiter have found the fromised
" rellef a myth, and by the subsequent aﬁrtailment of 4he income have been left
far worse off than before.

The system cannot be defended on grounds of equitys as it dakes no
cognisance of expenditure imcurred on seml-nationsl services, nor of the
ability of the counties 4o meet those chargess while its extreme complexity

would represent a very serious disadvantage even_io an otherwize ideal system.

I4 may be confdently assuned 4dhersfore, tha$ the mebhod of assigned
revenues will disappear when any reform of the system takes place, and that
instead direct granids, as now in force in the case of several services, will be
peid to the Local Authorities responsible for providing the various services,
This plan is free from the failings of the Goschen scheme, while i%s simplloity
facilitates control of the service by a Goverrment Deparimeni which is
impossible under the former method. Purthers it ensures that grantgﬁg.pplied
only to dhoss services which the Govermment desires to ald, and also makes 44
possible to temper the assistanse according to the expenditure inourred and the
rolative burden thersby entailed.

BLOCE SYSTEM.

On the assumption that grants should be made direotly in respect
of seml-national services,we may prooeed $0 a oconsideration of the possible
bases on which they may be caloulated, Thegse are four in mumber; and may be
oonvenienfy termed the block system, the percentsge system, tllle unitary systenm
and dhe rate~poundage system,sach of which may be combined with one or more of
she others in order to devise a satisfaotory method of ocaloulstion. The
o8sence of the block system 1s the stabilisation of the amount of grant for =z
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defiride period of years, the sum payable being determined in the light of
the preceeding period, whioh might be any mumber of years betwesn 3 and 10.
The great advantage of dhe method is the limitation ef dhe liabllity of the
84ate; which is setilsd in advance for a cortain period of years. I% has
also been urged that granis made in this way towards the total ¢cost of a
service are more sulded to the changing oharacter of aduinistration and %o
4he gread varlety of local ciroumséances than granis given to relieve cortain
specified expenditure.

I% might be expscted under such a system that the necesaity for
detalled supervision and control of the action of Looal Authorities would to a

consldersble extent disappear.

A system of 4his nature would bowever only be suitable for those
services (if any) on which expenditure s stationary, and,as Parliament cannod
bind its successors,there would always be a risk of a reduction in the national
share without the posaibilisy of e corresponding curtellment of local
expenditure, Similarly, 1t is open to question whether block grants would .
keep pace,oven in & relatively stable service like education, with the growing
demands resulting from inoreased population, further legislation or more exacting
requirements of Govermment Depariments, while in any case Local Authorities
would always suffer the disadvantage of receiving their grar;i, not aceording to
their current regquirements, but according 4o those of 3he previcus period.

Apart from these considerations, howevers ons 1s faced with the
guestion &8s to whether 14 4ir Justifisble for the State to reserve the right of
dichating 448 requirements to Looal Authorities, whileo at the same time expressly
limiting $4s financial liability o them,  The following eitract from the
repors of the Kempe Oommittes® gives what 1s presumably an authoritative view of
the relative sonstitutional position ef she Government and Loocal Authorities -
*we would point out that the olaim which is esometimes put forward on bebalf of
local authorities for some check on the demands of}l&ntral Goverrment is
based upon & misapprehension of their ocomstitutional position,  They are not, .
as uppeirs 40 be thought, eo-ordinate authorities, and their rovenues are not
:lndopendcnt of Parliement, They and their revenues are, in fact, the oresatures
of Parliament and subject to 1ts comirol, direchand indirect.

Ip Ahis view be accepleds it does nod seem equitable that the
Government should impose further financlal burdens on Looal Authorities, which

- have neither representation in Parliament nor effective means of protest, and
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ad tho seme 4ime limit ites omn share of the expenditure in such a way that
it makes no condribution to thenm, I would, of course, be posslble for

addisional grants 40 be made in such cases, but such proosedings would tend
%0 render the advarntages of the blook system magatory, while there would de
no guarantee to Looal Authorities that any assistanes would be forshcoming.

JPERCENTAGE SYSTEM.

The percentage system is the simplesd basis at present in use
for the oaloulation of grants. Under this method the comtribution of thé
Government sonsists of a fixed proportion of the net expenditure approved
{generally in advance) for a particular serviece. The aotusl percentage
varies from 25% in the osse of Class II roads %o 75% in the case of venereal
diseases, but is most commonly 50f, e.g. polioe and higher education,  The
system is very convenlent, for in many ways expenditure forms the readlest
guide 40 the amount of asslstance needed, while with this method 1t is obvious
that the State immediately bears its share of additional expenditure caused
by an extension of the servios,or the call for a higher standard of efficlency.
The chief theorstical objeotion 40 4the method 1s that, while & takes aceount
of the expendituie inourred, it ignores the ability of the sres 4o bear the
burden, and this defect cannot be overcoms without modifying the system, as
the actual amount of expenditure is no guide to $he relative burden on the

ratosg,

I4 is unfortunate that in practice this system of grants tends
rath or %0 weaken the seonze of responasibility of the Looal Authority, and sometimes
40 encourage expenditure which will rank for grant,rather than that which the
best interests of the service demand, These objeotions can, however, be |
largely overoome by restrioting the State contribution tc%z reasonable
proportion, s0 that, even afier taking this into accounts, a considerable
measure of responsibility remaina with the Lossl Authority,  Neverthelesss
under pres&{t conditdons it is unforfunately true that the tendency of the
peroentage system is, 1if not actually to encourage extravagance, at least to
ninimdse the prudence with which grant-sarning expenditure is undertaken.
Theso with practical experience of the financial operationsof a Loocal
Authoriiy know that expenditure is generally less strdctly curtailed and
nore lightly undertaken in the false sense of securidy engendered by the
thought that only half will aotuaslly fall on the rakes. This danger is
no%, however, insuperable and it seems probabls that it oould be very
considerably redussd by calculating the grant, not on the expenditure for the
yeary, but on an average of the preceeding three or five years, so tha$ the
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Looal Authority would be ocompelled %0 give greater recognition to 1is financial
responsibility before extending its acdivities.

URLTARY SYSTEM.

The third baeis on which grants are ocaloulated is the unitary or
oapitation method, which consists of giving a fixed smount of money for each
house ereoted or pauper lunasie. m@in’cained,as the oase may be, The method
is undoubtedly attractive, as 1% appears 40 ensure a falr contribution towards
the expenditure of the Local Authority, while at the same time avoiding the
main objection to the percentage system, as extravagant or unnecessary e{g@nﬂture
will not inorease the liability of 4he State. 4n extension of 4his sy&em
would also tend to create a healthy rivalry beiwesn the various towns, end would
help local representatives to see whether their services were, by comparieon with

other areas, efficlently or economically administered.

The dissdvanteges are rather practical than theoretical, though,
under the latter head it must be remembered 4het the method $skes no account of
the town's abilidy 4o bear the ¢xpenditure; mor is it sultable for expanding
pervices without frequent eltderations in 4he basls, which would detract from 1ts
merits. There are howsver grave practical objeotions 4o the scheme, for which
a remedyi must be found, 1f 1% 1s 40 recelve smericus consideration. Chief
among these 1s of course the problem of finding a suitable unit for each service.
In a fow cases this would not be difficult; the average attendanse at schools
and each consitable iﬁ tho foroe are obvious examples, while a unit of population
might sometimes be appropriate. At firsd eight, a square yard of road or a
patient-day for a hospital seem equally straightforward, bub are really quite
unsulitable, as 4he ocost of rosd repairs varies so enormously according to the
traffio, the contour and even $he weathor, that 44 would bs impossible 4o find a
satisfactory unit. Sinilérly,‘ the cost of hospital-4reatment i1s also very
variable, and the only satisfactory solution would be the selection of several
units according (in the foregoing cases) to $he olrcumstances of each road, or the
conditions of the hospital treatment and the affliction of the patient, This
procedure would lead to undesirable oompliaations‘ which oonstitute a serious
objJection 4o the soheme.

- Moreovery it would be virtually impossidble under present econditions
to arrive st a basioc figure of grent per unit which would be reasonably
saMlafactery 4o i’eth parties as a wholw. The variation in cost between towns
for spparenily identical servises is at present sxceedingly great, so that the
general adoption of the system would seriously disturb the present incidends of
n‘leﬁ. . I% mst slso be admitbed that England 4s 411l much behind other
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countries in tho matder of oomparative local statisﬁ 6s, and that until
groater uniformity in the presentation of ascounts is obtained, the possidility
of working out a practicable scheme is rather slight, This defeoct is however

being remedied from time to time and therefore delays rdher than prevents the
adoption of the method.

RATE-POURDAGE SYSTEM.

The fourth possible basis for grants is the produce of & specified
rate in the p. An example of $his formerly exlsted in the amse of the
Metropolitan Polloss and in an inverted form, in the Addison housing scheme
and élementary education grants, but the baslis bas not been extensively used.
I%s limitation 1s no doubt due to the fact that, except in Londons a valuation
48 only made at the disoretion of the local Assessment Commitbess so that in
gome toms present-day values obtainy while in others the amsessments have not
been altered for as long as 40 years. To pay granke on this systen at
present is therefore to afford very varying treatment 4o different towns, but
this objection will be removed if the Rating and Valuasion Bill now (May 1985)
before Parliament paeses inkto law, as among the reforms sontained in %his
measure is the institulion of am obligatory quinquennial re-valuation 4o take
place simultaneously throughout the Country. This method may therefore assume
groater importance in the future, sspecially as it has frequently been stated in
Parliament that a reform of the system of Grants in Ald has been delayed largely
owing 1o inequalities in the rating system making a more equitable division of
the grants impossible.

BALFOUR OF BURLEIGH SCHEME.

Eaoch of the foregolng methods has thersfore its own merits and
disadvaniages, and in an endeavour 4o aveld the latder,while still retaining the
former, various suggeskions have been made from time to time with a view 4o
applying two or more methods in combination. Of these sohemes that assooiated
with the name of Ahe late Lord Balfour of Burleigh (the chairman of 4he Royal
Commission on Loecal Taxation 1896-1902) may be taken as typioal. The main
purpose of his proposals was 40 secure the compubation of grants in acoordancs,
not only with the sotual burden of expenditure, but also with the ability
of the fomn 40 bear $he burden., He thus hoped largely %o relieve the
inequalities which now arise from the Paok 4hat, in respect of many servlces,
dhe poorer areas are faced with the greatest éxpenditurs and at tho same time
have the lean$ resources with which 40 mest 14,

His proposals were concermed mainly with Poor Law granis, for
which purpose he assumed $hat the necessidy for the expenditure might be gauged
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by ths population of 4hé sown, and thad the ability of the town %o meet the
éxpenditure was governed by iis assessable values which, of courseé, goveims
‘$ho amount that will be produced by any given rate in the pound,  He had
then to fix a unit of cost of the service per head of populations she actual
figure solected at the $ime being 3/8d.  Towards this he oonsidered that the
Looal Authority should make a reasonable centribution in order %o be
substantially inkerested in the disbursement of the sums, for which pu:?ose B
‘he Acon_gidered a rate of ¢d. in the pound appropriate. Having adophed these
éﬂferig af_ necessity and a’bilit& respectively he suggested ihni grants should
V 'be caloulated in the £ollowing way. The State was firet of all to make s
gz;an'g equivalent to the amount by ih_zch a raié of 4d. in the g. fell short of
the theoretiosl minlmum expenditure of s]sd. pér head of population,  The
socond graxﬂ wae o consist of one—third of the amount by which the aotual . ..
vexpenditura, éxcsaded the theoretical minimum, provided that the granbs were
in no case to exoeed wowthirds of the expenditure.

For s basis of this nature there is mich to b said. It
ropresents ab loast a genuine atbempt to disdribute grants among Losal -
Autborities according 0 4he measure of their necessity snd ability, and
by so doing 4o bring ebout some degrae of equalisation of the burdens of
ratepayors in different districts on account of semi-national services, the
main conkrol of which is nod vested in their representatives. I% is almost
entirely free from the cbjeotions that expenditure may be underteken |
unnecessarily in order to secure increased grants, ms the intersst of the
Looal Authority 1hrough?¥§ gsubstantial,

The objections that may be urged against such a soheme apply
chiefly %0 tho way in which the prianciples are applied, I% may be contended,
for exemple, 4hat the population of an area is not a falr criterion of the
need for expenditure upon any individual servics, and this is 40 a oonsiderable
extent true, owing to the great variety of lowal gonditions and the wide
diPfercnces in the chersoter of the population of various areas. Similarly,
aasessable value por head of populadion is not aldogether reliable as a measure
of wealth of a towny so 4hat the effect of inffoduaing rate poundage into the
fommla might not be altogether eguitsble, especially if 4he grant applisd o
small areass  The difficuldy (or, in some easés, the impossibility) ¢f
fixing a unit of expenditure on which 4o base 4he saloulations has already béen
mentioned in ocommecdion wiih the unitary system and need not be répeated at
this sbagés nor need one emphasise the faod that the method is unsuitable fof
servises which are oonstantly developing, though these 4wo factors are probably
largely !'BSPonhiblov for the failure of the scheme %o seoure adoption.
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RECOMMENDATIONS.

I4 now remains to oconsider which basis affords the most squitable

treatment for those services which have been classified as semi-national,
From the descriptions of the various bases given asbove, it follows that none
ie suitable for all services, and the selection of the most appropriate is a
matter on which there may well be considerable differences of opinion.

Geonerally speaking, however the percentage system 1s that most

sulted to present oconditions, in spite of the attacks %o which it has reoently

been subjected. This does not mean that it is to te considered as eminently

satisfactorys for subh is not often the case, but rather that no more sultable

method could be introduced at the moment, In thé future, dne uay expect

10 find a tendency %o employ the unitary system in some form. elther with or

without the feature of a prescribed rate in the &£. Much of {tbe objection

to this lasd Peaturs will be removed if the Bating end Valuation Bill now

before Parllament finds i%s way 4o the Statube Book in anything like ids
present form.

The percenkage system might be retained for higher education, as
the great variety of forms which thls service takes in different localities

renders a unitary basis impossible at present. The same oconclusién holds

good for the police servise, for somewhat différent réasons,  Thé cost per
constabé‘varliés so véry gréatly betweéen town and town and bétwsen tomm and
county that a grant per eonstable would appsar to be out of thé question;
moreever this is a re‘laﬁvely simple sérvice in administration and one so

rigidly controlled by the Home Offlsé 4hat extravagance is not a danger much

to be feared. The needs of the main roads of the Couniry have been very

carefully oonsidered during the last fow years and the system of olaassification
olocely connected with 4he yleld of the motor daxes, so that only véry powerful

argunenis could justify the inidroduction of snother system. These are not yet

apparents, and the difficulty of finding?suitable albernative to expenditure as

a basis for the grants suggests the desirability of the continuance of the
present sysienm.

The service of olementary education occuples & somewhat similar

position %0 that of the roads, in thad the granks have recently been revised

and placéd on a new basis. The formila adopted, which includes in 1%s factors

a unit of cost, the percentage system and rate-poundage, bears a olose A
resemblance to Lord Balféxr of Burlelgh's scheme and is therefore on sound
thooretical 1ines. Though apparently a little complicated, 1t is not unduly
80 when compared with the magnitude of the service %o which it relates, and
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‘msh seém exceedingly simple to those familiar with the complexitios extant
mtil 1918  The system has worked sabisfaoctorily since i4s introduction,
and $he mexims and minima prescribed for the total grant prevent i%s sbuse
in eithor dlreoction. I4 would therefore be wise, when reforms ars under
sonsiderations 4o allow the basis of this grant 4o remain as at present,

although the sctual flgures of rate poundage and unit of cost will no doubt
nead perloedlocal revision.

%he grants in aid of 4he public health servises present a problem
of some difficulty. due primarily to the very wide range of sotivities which
the term *public health® gonerally covers. Many of these are, however,
‘propoudarantly local in nature, and owe their ineclusion in the category of
public healih serviees almost entirely 4o the fact that their management is
governed by the Public Health Act, 1875s an Aot which deals with many other
subjeotss ©.ge rating, than those implied by its short +i86. For ihis
reason therefore a grant baszed on population for example. as recommended by
the Kempe Committee, 12 not wholly desirables as the uliimate destinat:‘;on of
4he money»ia hardly mors settled than is the surplus on an Exchequer
Contribuilon Acoount. Thus the Govermment 1s robbed of the very important
powers of belng able to encourage the deviopment of cerdain branches of the
gservige by medns of grants in ald, and of ensuring that the money 1s applied

to work of a semi-natlonal oharasier.

National interest in public health is at present growing with
some rapldity, so tha% expenditure in this dirsotion is almest sertein to
inorease in the future, eccompanied probably by an oxtension of grants to
further branshes of the service, such as the treatment of small.pox, or the
supprezsion of diseases of animals, On the whole therefore 1t secems imevitable
that the expenditure basis which is at present in force as regards the selaries
of medical officers and sanitary inspectors, duberoulosiss maternity and child
welfare, mental defiolency and veneral diseases, should conbinue to be used,
notwithstanding the praoctioal difficulty of correcily apporticning ezpenditure
over the various heads of service. When the servies is more stabilised and
4he present great variations between towne have diminished, it may be possible

to adopt soms form of the unltary system but, at present, this does not seem
foasible.

The difficulties comnseted with publio healih grants are howséver
slight oompared with those whioh confrond anyone venturing at the present time
40 suggest any improvemends in the administration of the grants payable %o
Boards of Guardians. The peor law system has been the subject of such
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_ frequent and powerful attacks, and such varied suggestion for its réform
heve been put forward, that it is diffioult to determine how léng the present
system will remain or what will become of ids funotions on its abolition.

A% the present time a draft Bill for the reform of tho poor law is being
propared by the Minister of Health, and until the main Ffeatures of this arsd
knom 1% 1s impossible to discuss the details of any system of subventions.

It has alroady been ocontended that many of the duties now carried out
by Boards of Guardians are semi.national in charaoter; 1% follows sherefore
that State aid should still be given in respecd of these, oven if the duties
are pez:forme& byenother body, but it may be that some aleration in the basls
will be necessary in order %0 bring the Granis into line with others, or to .
rénder possible the uniflcation of seérvices now artificlally divided, It
any great shanges are o be made, it will follow almest automatioally thad
the peroentage system will have $o be adopted for granis for some years until
the now gorvices become siabilised, and tntil the necessary data on which to

base a formula such as that of Lord Balfour of Burleigh have been ocolleoteds

[ 4

The maintenance of pauper lunatics, although part of the poor law
syetems 18 largely self-oonmteined and receives at present a special grant from
the Excheguer Contribution Acoounmbs, caloulated on the unitary basis.

Whatever alteration takes place in the main system, the asylums will probably
continue very much as at preseut, and therefore a separate grant, payable
directly by the Board of Control, is a probable conbingency. In this case,
ihe present basis of paying a fixed amount per person maintained will probably
be combimieds bub the eotual emount is in urgent need of revision in aeoordanoa.
with the present purchasing power of money. Whebher or not the element of
ability as measured by assessable value could be introduced, seems to depend
upon the mature of the loocal body 40 whom responsibility for the insane is
entrusted, but if such a modifioation would have the effect of equalising the
cost of thls service over the variocus parts of ihe Couniry 1% appears a
desirable feature. |

GPents are aleo paid ab presens towabds the cosh of housing,
land settlemen’d and unemploymens rellef schemes and of the registration of
electorss bub owing to the special featuies of thess servises, and éepecially
the temporary nature o the first groups no aleration of tha bases at present
in force sesms desirsble, although the grante towards unemployment relief

schemes cannet be considered as a very gemerous contribution by the Etade.
There remain to be considered the three grants which partake of the
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nature of rates themsclves, viz. the conmtributions in respect of Urown

property and the granis ﬁnier 4he Agriocultural Rates Actsand she Tithe
Rent~Charge (Rates) Aot. The first of those is one of these numerous
ancmalies and complieations with which English local taxation abounds as &
resuld of 1ds haphasard growth during pest eenturies.  As we have seen ihe
renoval of this anomaly was recommended by a Parliamentery Committee as long
ﬁgo as 1858 yot it still remains, and it is a matter of disappoiniment 4o
Loeal Authorities that the present Rasing and Valuation Bill, which should do
80 mach to simplify the syestem, contains no provision for the abolition of

this artificial distinction between rates and the contribution in lieu of ;‘-a@g@
whioch the Government is pleased to make in respect of some.b but not all, p‘rope'riy‘ -
in Ahe osoupation of the Urown, | |

Iy i3 generally sdmitted thad the relief to eosupiers of
sgricultural land and holders of 4ithe rent.oharges should be sontinued on thé
present basis, but it‘is open to gquestion whether the deficienoy thus saused
%o the Rading Authorities should continue o be made good by all other rake~
payers as in the case of reni.charges or by Govermment Urands, as In the ocase -
of land, & portion of the rellef being stereotyped onm the figures of 1898-6
and the remainder fluctuating with the actual yearly dsflciency.

Fpom time to timo 4% has been suggested that when & reform of the
whole system of grants is undertaken,these particular subventions should be
abolished in favour of larger grants for ¢erdain purposes in rural dist‘riois.r
The objeetions 4o the granis are generally based on the fact 4hat they do not

~conform %0 the principle shat Govermment sontrol should accompany all Govermment
Grands and that the money should be spent only on semi-national services, but
4his attitude sekes no accoumt of the pecullar nature of the grants in respect of
rates on sgricultural land and tithe rend-cherges.

They ware introduced not on the representations of Looal Authorities,
bat of the agricultural party, end dheir genersl 4enor 1s %o afford relief to
oocupiers of agrioultural land without prejudicing the position of Local
Authorities, They should therefore be regarded not as subventions to Looal
Authorities but as a national subsidy given to relleve an industry suffering
from aj‘ovoro depreasion, This view iz borne out by the faot that the Ack of
1896 »us originally intended %o last for five years only,and has been anmually
renfyed ever since together with the 1925 Aok ,on 4he Fopresentations of those
imtefested, If this view bo. accepted 14 does not seem sorrect to Jjudge
$hese grants by the standards applicable to others, as 1% is only for

aduintsirative convenience that they are paild to Looal Authorities and not 4o

thetr real rocipionts, the farmers. Indeed, one may very reasonably suggest
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4hat the grant only dakes this form beocauss rates form a felatively heavy
purden on farmers and because the amount of the burden is readily ascertainable
and the subveniion is easy 4o administer. The future of these grants depends
therefore rather on the positicn of agriculiure than on the reform of the
system of subveniions.

So long as they are cperative, it would seem an obvious Justioce
that the 1896 grans should be brought up to date snd made to represent half
the rates payable now instead of in 1898. As 14 1s, the grant represents
only a small portion of the actual loss, the remsinder belng of eaufs%%%e the
other ratepayers, which in a rural area means that the Act 4is fazl' from
fulfilling its express 1ntont16n of relieving farmers of half tholr poor rates.
The principle of making the grand fluctuate armmually in asocordance with the
aoctual deficiency %o the Local Authority has been adopied by {the Aot of 1923,
which granted relief to the extent of an addltional quarter of the poor rate,

making 4hree~-quardsrs in all.

The preceding paragrsphe are generally applicable to the relief
given to clerical holders of remt-sharges, as i% is generally admitded that
the finencial position of the olergy leaves very mich to be desired. At
presents the grant is paid by deduction by ratepayers as a whole, and this
position might be continued by sssessing tithe rent-charges at half their
rateable value, as is now doné for gertain classezof property in the case of
the General District Rate under he Publie Health Act, 1875.  Theugh in iheory
this msy be a National burden 1t is doubiful whether a grsnt for this purpose
is really necessary in practioce; as the smount involved is bhardly large enough
to justify the extra work and the burden is already fairly evenly distributed
throughout the variocus areas.

GOVERNMENT CONTROL.
I4 is & sine qua non of all subventlions that they shall ocarry with

shem the right of the Government to exercise some degree of supervision and
control over the suervice im sid of which the grant is given. We have asen
4that this feature of the system is one of the most important arguments in the
easo for subventionss and therefore control is exersised not, ss some think,
becaunse an ineresse of expenditure means an increase of gran$, but beosuse the
sorvice 40 which sid ie given 13 one over which national supervision 4s desirable
in the pubdlio interest.

As regards extent, it is desirable that the supervision should mnot
exceed the minimm nesessary in the nationel interest and that 1% should be



confined as far as possible to matters of prineiple and broad policys

leaving Looal Authorities o work out the details in the light of their
eloser knowledge of local oonditions. The supervision should be

elastio in order 4o be readily adapiable to widely divergent eircumsianses,
and 14 may Justifiably vary aceording to the standing and reputation of the
Authority, efficlency being rewarded with a groater degree of frecdom, tbus
pormditing attention to be concentrated in those directions where .11'. is most
nesdod.  With the present tendenoy %o concentrate power in the hands of the
larger Local Authorities the need for detailed supervision should become
appreoclably lees, and dhis is very desirable in order to foster astrong sense
of local interest and responsibility, and also %o emcourage the most oapsble
oi_tizons‘to' deks their shsre of local government.

The forms which 4he control will take will of course vary asccording

%o the nature of the service and the basis on which the grant is caloulated.
The power of witholding all or a portion of the grant mist exist in every

sase, but this is always regarded as a final resort when all other methods of
improving the standard of a service have failed. In normal cases control
takes the form of goneral directions on matters of polisy, which may hs;ve
" statutory effect or be mersly expressions of the wishee of the responsible
Minister. and of pericdical inspestionsie ensure the mainkenance of an efflecient
standard, . I4 is usual also for the accounts of the service 40 be audited

and for the olaims for grand 40 be sertified either by the district auditors

of she Ministry of Health or by the professional auditors of the Local
Authoridy. In cases where the grant is based on expenditure it seems impossible
40 avold the rather vexaticus procedure of the submission of esiimates for
spproval befoke the sormemcement of esoch financial year, but 4he oritleism end
medioulouns examination +o which these are subjeoted is in many cases carried

40 a mich greater sxtant than the needs of the servioce warrant. This

practiee musd be very expensive, often causes unnecessary friction and might to
a considerabls extent be omktbed. The adoption of soales of expenditure for

certain items iz a modern tendenoy which promises to reédress some of the

grievances of Local Anthoritiss on this subject, ‘




PART V - CONCLUSION.

In the foregoing pages there have been outlined the broad principles
on which Imperial subventions are now made to Local Authoritles in England and
Wales,and the historical bases upon which they are founded. There 1s
however one aspect of the question which has not yet been considered, snd
which, in genersl, Perliament has entirely failed to appreclate. This is the
prodlem of reising capltal moniess which, with the excepilon of certsln capital
grants rocently instituted by the Ministry of Transporits in connection with
important road schemes, has always been a duty devolving upon Loocal Authorities.
Suggestions have been made that the Goverrment should bear part of the burden in
4he case of such services as housing, where a large ocutlay of capital is
sagsontial, but with tho exception of 4he cumbersome and unsatisfastory procedurs
of obtaining loans from the Publioc Works Loan Commissioners nothingAhas been

done in the matter.

On the whole, it is probably betbter that the duty of raising loans
ghould be left to Looal Authorities, in which case they should be given a free
hand to obtain the best possible Yerus permitted by locel olrcumsbances and
the monetary situation and mot be peremptorily informed,perhaps eighteen months
later,when conditions have entirely albered, that the Government considers
that certaln loan charges are excessive and cannot wholly qualify for grant.
I4 may surely be assumed that Local Authorities do not pay a higher rate of
interest on thelr loansthan the sltuation at the time when they are required to
undertake heavy capital expenditure compels, and it would condusce to greater
harmony in working 4if this fact were more generally acknowledged by those
respongible for examining claims Por grants.

The question of subventions has been consldered by seversal Commissions
and Oommittees, the latest of which sat under the chairmanship of Lord Mesten in
1921 and has not yot presented a report. Various recommendations have been
made, but all have emphasised the difficuldy and complexity of the whole subject.
It 1s falrly evident however that the Goschen system bas long outlived any
usefulness 1% ﬁay have possessed and that a simpler systism of direet grants more
in accordance with the spirit of the iimes is urgently needed, in the intsrests
both of the Government and of Looal Authorities. A scheme for the reform and
simplification of rating is embodied in a Bill now before Parliament, and the
Minister of Health has promised that a draft Bill for the reform of the Poor Law



lyliu will be oirculated among those interested at no distant date.

When ihese reforms are completed the greét obstacke in the way of a
reconstruction of the bases of Imperial subventions will have been
removed, and it is 4o be hoped that the oppordunity will be selzed for
offocting some much-needed improvement in the finmancial reiationship which
ﬂﬂa between 4ho Government and the Local Authorities of the Country.
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