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Newsletter 27 – September 2009
He beat the system
One of our members living in the Midlands was recently summoned to court for late payment of council tax. He had for many years paid his council tax on the 15th of the month. The council at some stage changed their system and decided that if you paid by cash or any other way than by Direct Debit, the council tax payment would be due on the 2nd of each month. He does not recollect receiving any notice of this change in policy. So off to the Magistrates’ Court with the prospect of a liability order and costs being promised by this over zealous council. If this account was due for payment and you received this level of service and this level of threats from a private company, then you would no doubt take your business elsewhere. You have the choice. Not the case with the services received from your council, and don’t they know it. The fact that you pay their salary and their pension has nothing to do with it. They know that choice doesn’t come into it and that they can what they like - because they can. They can interpret the law, as they like to suit themselves, rather than to suit you. Anyway I digress. After receiving advice from Isitfair, he decided that he would attend the Court and state his case. The Magistrate refused the council both the liability order and the costs. At last a Magistrate has emerged with some sense. The bullying councils must accept that we are not sheep.

My council is very flexible with payment of council tax. The tax collector’s attitude is that as long as you contact him to discuss methods of payment, and the previous year’s council tax is paid, he will accept any form of payment providing it is paid by the end of the year. This council has one of the highest collection rates in the country. Proof that the heavy-handed methods used by many councils do not necessarily work. 

Isitfair Press Release
The Isitfair Council Tax Reform Campaign asks, "How can councils justify these gigantic salary rises?" Answer: Because no one seriously challenges them and their extravagance.

Many Local Government Chief Executives have recently been awarded unacceptable salary rises this year. How can any council justify an increase of as much as 45%? Who authorises and who approves pay rises of this magnitude? The tax payers have a right to know the answer to these questions.

There is little to choose between the reviled bankers, the cheating MPs, and the greedy chief executives employed by the councils and paid by the tax payer. Taking pension contributions and NIC into consideration, the cost of employing a chief executive on £200,000 a year is well over A QUARTER OF A MILLION POUNDS.

Restraint in public sector spending and public sector salaries must be a priority until this country is out of debt.

How can the foot soldiers in both the public and private sector be expected to accept a pay freeze when the management continues to receive these obscene increases? We should all be tightening our belts. All of us.

The council tax payer is already hard pressed to pay their bills and should not be asked to fund ANY increases at all this year. [end of press release]

"Mansion Tax"                                                             by Janet Kelly

Lib Dem proposal: The tax would be paid at a rate of 0.5% on the value of properties over £1m. (This would mean that a homeowner in a property worth £1 more than £1m would pay half a penny(!). A homeowner with a property worth £1.5m would pay the tax on £500,000, which works out at £2,500.)

At first sight this suggestion has some appeal. The Lib Dems claim that is is one of the few ways of getting untaxed foreign owners to pay their share; that the super-rich have been pouring their money not into businesses, which create wealth and jobs, but into property; they ask is it fair that the richest people in the country pay the same council tax, or less, on their £30 million palaces as a family in a three-bedroom house in the suburbs. Few of us would disagree when it is put to us like that.

BUT. Have they taken into consideration that a property valued at £1 million in one area may well be a "mansion"; elsewhere it could actually be a family home purchased many years ago and occupied by people with a relatively modest income? In their efforts to put things right (and raise more money!), will they be penalising large numbers of the wrong people?

And we are somewhat surprised that the Lib Dems have not published a little more detail of exactly how this would work.

How exactly are these "mansions" to be identified? Is it by their value at 1 April 1993, the date on which the current bands were fixed (but updated by the rate of inflation presumably), or upon sale, or upon the opinion of the Valuation Office Agency on some date to be decided? 

Do they envisage a "cap"?

How is this tax to be collected? By local authorities I assume. Well, there’s a wonderful excuse to employ a few more in the Town Hall.

Lib Dems Policy Papers 75 (Fairer, Simpler, Greener) and 81 (Reducing the Burden) which favour a Local Income Tax to replace Council Tax can be accessed from the Isitfair website under "Downloads". We have noted with some concern that these Policy Papers also advocate the introduction of LVT (Land Value Tax). As far as we are aware, the recent Party Conference hasn’t come up with anything to change the principles expressed in these documents. It would appear that the "mansion tax" is envisaged as a temporary measure prior to the introduction of Local Income Tax.

MPs – Why don’t they get on with it? 

Our MPs’ abuses of their expenses system have been exposed, and radical reform is now on the cards. Desperate to try and save themselves and restore some level of confidence and trust, our MPs are now showing a more humbled manner. They need to remember that they are elected and to treat their position with respect. Attitudes must change. MPs can be deselected.

Knowing that a system is fundamentally wrong and open to abuse should always result in reform. Yet when it comes to council tax, our politicians shy away from it. Why though? Could it be that the problem is now so big that no politician or party has the strength of character required to undertake the reform so desperately needed. 

But ignoring the problem won’t make it go away. Council tax payers have been abused with year on year inflation busting increases ever since this Government came to power in 1997 and Gordon Brown has ruthlessly exploited the weaknesses of the council tax system (but, of course, blamed the local authorities for the increases).

A tax based on the value of the property that you live in does not necessarily reflect your ability to pay that tax. Pensioners and the low paid are struggling to pay. Of course this wretched Government will say, "That is why we have the benefit system". But those of us who have managed to save a little towards a reasonable retirement will, of course, not be included because the formula used by this government to fix the savings ceiling has not been amended for years and does not reflect today’s poor returns on savings. £1 per £100 per month is ‘pie in the sky’ interest. Monies needing immediate access attract no interest.

An aside: After a member of the public complained to their local council - East Hampshire District - regarding the perceived interest received on savings (used for the purpose of assessing eligibility for benefits), they, the council, have written to the Rt Hon John Denham, MP, Secretary of State for Communities and Local Government, asking for this matter to be investigated immediately, and the anomaly corrected. May we suggest that you ask your own council to do the same. It could only be a good thing for the Secretary of State to be subjected to a barrage of letters in the same vein from council leaders far and wide.
Council tax is now excessive and the system fundamentally flawed. If MPs are truly serious about restoring confidence and trust, resolving the council tax problem would be a step in the right direction.
Our meetings with the three main political parties over the last few years have shown us that they are all firmly wedded to property based tax in some form or another. That said, we maintain that the current system is in need of radical reform. And so, although our original proposal to replace council tax with income tax and VAT remains "on the books", Isitfair has a number of other well thought out and costed proposals which would make council tax fairer and more affordable.

Note has been taken of your responses to our survey in which the vast majority (over 96%) of those who replied agreed that local taxation should only be used to pay for things that are decided locally; slightly less (86%) agreed that national taxation should only be used to pay for things that are decided nationally. Over 60% agreed that they would be perfectly happy to pay a tax based on the value of their property if only the bill were to be a lot smaller.

Isitfair has always advocated a two-pronged attack on the council tax system, firstly on the tax itself, but secondly on extravagance and waste by local councils. Salaries, of course, account for the lion’s share of local budgets. An Isitfair supporter from Devon, writes: "The salaries being paid to thousands of town hall staff from the Chief Executive and several layers down is excessive. I am not talking about the lollipop ladies, the bin men etc. who the unions love to quote as being underpaid. By all means, pay them more. However, salaries in excess of £100,000 for the Chief Executive plus others in the £70K, £60K, and £50K range are numerous. The old chestnut excuse of "paying the rate for the job" is nonsense. Advertise the jobs at half the current salaries and there would be a flood of qualified applicants. Furthermore, the sheer number of employees is ridiculous, most town halls are grossly overstaffed." (Of course, there are those Chief Executives whose salaries top £200,000!)

Meeting with Caroline Spelman MP

Christine Melsom, Michael Boon and Janet Kelly travelled to London on Wednesday 24 June to meet with Caroline Spelman MP, the Shadow Secretary of State for Communities and Local Government. The meeting took place in Portcullis House. Mrs Spelman’s Chief of Staff, Simon Cawte, was also present. 

Firstly we informed Mrs Spelman that we had read the Conservatives’ Policy Green Paper on returning power to local communities and had taken note of its contents. Much of what she had to say today is spelled out in the Green Paper.

· A Conservative government would freeze council tax for two years, bearing in mind that if the election takes place after precepts have been fixed for the year 2010/11, this could not take effect until 2011/12 and 20012/13. The proposal is not quite as straightforward as it appears at first sight. 
"In the first two years of a Conservative government, councils will also have the ability to contract with central government to freeze council tax. Those councils that take up the contract will have to undertake to hold the rate of rise in council tax to 2.5 per cent or less; and central government will correspondingly undertake to make a payment (found out of savings in central government advertising and consultancy budgets) equal to 2.5 per cent of that council’s council tax – so that bills can be frozen in each such council for the two year period."

Although we welcomed this, we regard it as a first step. We pointed out that it was cold comfort to those who already pay vastly too much. We asked what was planned after the two year freeze. A number of proposals were mentioned, all of which appear in some detail in the Green Paper.

· Use of referendums. "We will end Whitehall capping powers and give local residents the power to veto high council tax rises via local referendum." 
Mrs Spelman’s view was that this mechanism would hold down council tax rises. She pointed out that the point at which precepts had been capped in recent years was well over the inflation rate. (We were handicapped by lack of time, and did not voice our concern, which could perhaps be construed as a trifle unsympathetic, that human nature being as it is, those who do not pay council tax would skew any vote in favour of all the services they could get.)

· The Conservatives would give local authorities a new discretionary power to levy business rate discounts. 
· They would enable local authorities to benefit financially when they deliver the housing that local people need. 
· They would give local authorities the right to retain the financial benefits arising from new business activity in their areas. 
· The local government funding settlement would be simplified and transparent. They plan to rid local government of unfunded burdens. 
All this, Mrs Spelman insisted, would take time. We were unsettled when she mentioned that some of the reforms would need a second term of office. Christine pointed out to her that Isitfair members were angry and impatient. We drew attention to the anomalies caused by the current banding system and biased grants. We mentioned the consequences of the one size fits all banding system: a Band A property in one area of the country would most likely be a mobile home, in another it could well be a two or even three-bedroomed terraced house; a Band D property in one area could be a modest semi, in another it could be a virtual mansion. Mrs Spelman seemed to think this was the responsibility of the VOA, and voiced the opinion that this organisation was in need of reform. We suggested that regional banding might help.

Christine mentioned the huge discrepancies in grants, that the low grant per head for the county of Hampshire, for example, reflected current policy of punishing efficient councils. Mrs Spelman said that this was unfortunate but thought that the ultimate solution was for the less efficient, high spending councils to improve. We said that this was not necessarily a north/south divide, but it was generally the shire counties of England who have suffered the most. She agreed that the grants had been manipulated to favour some authorities over others, and this would be addressed by giving the Independent Audit Commission a duty to report to Parliament each year on the draft Local Government Finance Settlement, on whether the basis for allocation is transparent and in accordance with objectives.

Mrs Spelman mentioned that only 25% of local government funding comes from council tax. We said that we believed this figure to be out of date and, in any event, it is the average and therefore very misleading. In some areas of the country it is much higher, in others much lower. Work is in progress to produce some up to date figures. 

We handed over some figures provided by Brian Jaye, Isitfair member in Dorset, which showed the proportion of the basic state pension taken up by council tax and comparing the situation in 1993/94 to now. It appeared that the council tax figures brought home to her just how huge the increases have been, in some areas more than others.

Note: If anyone is interested in comparing then and now, this is a very good source: 

http://www.local.communities..gov.uk/finance/ctax/data/ctaxtimespd.xls
We asked Mrs Spelman to investigate the information provided by an Isitfair member in Northern Ireland that the ceiling on savings in respect of Rates Relief, presumably the equivalent of Council Tax Benefit, has been raised to £50,000. Christine drew attention to the out of date formula used by the government which leads to the £16,000 ceiling here, to Sir Michael Lyons’ recommendation that the limit be raised to £50,000 and eventually phased out, and to the fact that the Commons Select Committee had agreed. The Government did not agree. 

We mentioned the Local Government Pension Scheme and drew attention to the latest figures released by Hampshire County Council revealing a fund net deficit of £727,570,000, up from £440,310,000 at 31 March 2008. We drew attention to the employer’s contribution (ie the taxpayer), now approaching £3 for every £1 of employee contribution. Mrs Spelman agreed the current system is unsustainable and that reform is essential for new employees but thought it would be difficult to change the arrangement for the current workforce. Michael said that he would have thought that the current scheme could be frozen for all, and a new scheme implemented.

Brief mention was made of the unpopularity amongst councillors of the cabinet system in local government. Mrs Spelman said that Conservative policy would enable a reversion to the committee system if that was what was wanted. There would be no compulsion.

Michael handed over a copy of some notes made for this meeting which basically questioned whether we have any meaningful local democracy and, if not, then "what should we do about it?" His notes included the results from two recent surveys of Isitfair membership. 

· First, exploring how much (or as it transpired, how little) our members knew about their councillors. Mrs Spelman was especially interested in this. We discussed the double hatting phenomenon, and the resistance shown by some councillors to be open about how many public bodies they served on. 

· Second, showing inter alia that the vast majority of those who responded believe that local taxation should only be used to pay for things that are decided locally. 
Additional documents provided for Mrs Spelman and her Chief of Staff (suggestions made by our members and not necessarily the policy of Isitfair:

· Michael’s earlier papers, "Mending Local Democracy", "Fairness and Localism". 
· "Providing Services", a paper submitted by an Isitfair member in Scotland. 
· "Council Tax – Why it is broken and how to reform it". A paper submitted by a Pensioners’ Forum in Somerset, also Isitfair members. 
Our conclusion: We would have liked to have come away with something more concrete and more immediate but, to be fair, if the Conservatives want to return to power they have to attract votes from areas of the country which don’t fare too badly under the current system. (Turkeys and Christmas come to mind.) They recognise, surely, that there are other areas which have suffered greatly and we must make sure they don't forget this, but – however hard we try - they are not going to say the unfairness can be corrected overnight. And they are obviously not going to publish any more detail until it comes to manifesto time. The Green Paper referred to can be found via the Isitfair web site under "Downloads".

We would have appreciated more time at this meeting. 

We anticipate further meetings with the political parties in the next few months.

Re-banding

Articles have recently been appearing in various newspapers on council tax rebanding following home improvements. These articles are somewhat misleading. The Valuation Office Agency makes it clear on its web site that legislation prevents their increasing the existing band of a such a property "until a relevant transaction" occurs, which generally translates as "until it is sold". Unless, of course, national revaluation takes place!

We have done our best to put these reporters right at the same time suggesting that perhaps the time is ripe for some serious investigative journalism into the breathtaking unfairness of the council tax system. Yes, let them look at the banding system, with particular reference, perhaps, to the current one size fits all banding system, and to the grant system which blatantly favours one local authority over another. We would welcome this with open arms and supply all the ammunition they could possibly ask for!!

If you would like a copy of Mike Schofield’s article The True Cost of Council Employees please ask.  I did send this out as a separate item, but if you missed it I will happily forward it to you.                                                     

Yours in the cause

Christine
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Available (details on request):


car stickers, envelope stickers, Isitfair Introductory Booklet & Leaflet





Isitfair receives no funding from any organisation and survives on donations, gifts of stamps and on stationers’ and printers’ generosity.








Founder - Christine Melsom, 
Willow Cottage, Church Lane, Headley, Hampshire, GU35 8PJ
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