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The Association of County & City Councils is a network of 102 elected councillors who are representatives of the 34 county and city councils in the State – the statutory primary agencies of local government in the State who also account for over ninety percent of local government spending.  As a result the Association has a keen interest in any proposals to reshape the financing of local government in Ireland. 

That said, we also recognise from our own consultations and forums among councillors the difficulty of finding consensus on precisely what measures might be successful in providing county and city councils with independent streams of income. There can be a reluctance to commit to any new form of tax or charge and even when an option is presented there is difficulty in getting consensus on its merits. Indeed there is not even unanimity on whether any new tax or charge should be introduced with some members feeling that the public are already paying for local government services through the existing mechanisms.

The following then is a selection of points of a general nature and some of a specific nature which are intended to assist your considerations rather than definitive statements of policy. In addition there are two comments from individual councillors who responded to a questionnaire issued by this office – these are designated Appendix I and Appendix II.
1. The Association notes that the inclusion of local government finance in the terms of reference of the Commission is just the latest in what amounts now to a procession of studies, reports and forums on local government finance. As recently as two years ago the Indecon report carried out a comprehensive assessment of the local government financial environment and made recommendations. In a previous decade the Institute of Fiscal studies in London carried out a detailed examination while the Better Local Government report of 1996 set the basis for the motor-tax based system of local government financing currently in operation. There have been many other studies at national and European level touching on aspects of Irish local government financing so the topic cannot be said to be understudied.

2. There is a concern in the background among local authority members that any new mechanisms of local income be it new charges or taxation will be used by central government to cut back on its contribution to local government funding. Memories are still raw in the local government community in regard to the sequel to the 1977 suspension of rates on houses. The promise from government at the time was that councils would not lose out but would be reimbursed from central funds for the income foregone from household rates. This worked for two or three years but when the squeeze came on national finances the reimbursement to local councils was cut back leading to councils in turn to have to cut back on their services or find alternative and unpopular sources of funding.  Any new charge or tax must not be a case of central government shifting the burden of revenue collection from itself to local authorities – it must represent genuine added-value to the local authority sector.
3. Local authority members are very conscious that while the pursuit of independent local government funding is a laudable principle it should not of itself add to the tax burden of the majority of the population or add to the overheads faced by enterprise and industry.

4. Effectiveness of collection is also a factor that needs to be taken into account. Currently a large portion of local government finance is collected through the national Revenue Collection or Motor Tax services and the money recycled to local authorities by way of grants of various kinds. The Revenue Commissioners are regarded as having an efficient collection operation.  If local authorities were to have independent collection streams it would mean setting up revenue collection units in each of the 34 county and city councils with all the attendant bureaucracy involved. Whether the gain in pursuit of a principle could be justified in terms of the costs involved is a point that would need to be analysed.

5. The question of household water charges is one mentioned as an obvious source for councils to fund the by-now very significant costs of operating expensive water treatment and distribution facilities.
The arguments that have been put forward on both sides of this case are:

For water charges:-

a) Treated water supplied to the tap is an expensive commodity. State-of the art water treatment and distribution facilities, coupled with the high energy costs of pumping water, represent an expensive burden for local councils. Nobody questions the concept of paying their electricity bill so it is hard to see why people question paying for water. (See Appendix II for an opinion from an ACCC delegate councillor on this issue)
b) Water is becoming an increasingly scarce commodity with rapid development demanding ever increasing quantities which are proving difficult to source. A charge for water would encourage people to be selective in their use of water and help encourage a more environmentally friendly approach to the use of this increasingly scarce commodity.  It might be mentioned that a metering programme introduced on the Isle of Wight in the UK over the past decade has achieved major reductions in water usage.

c) the public have shown willingness to pay premium prices for water in a plastic bottle yet baulk at the notion of paying for water from a tap;

d) European practice and policy, especially as regards conservation of water resources, will make some charge inevitable at the household level.

Against water charges:-

a) Water is the ultimate public good. The availability of water is essential to ensure the health, hygiene and sanitation of the public and indeed its safety in terms of fire-fighting. Any charge which would prompt a reduction in usage may compromise the benefits brought by the ready availability of water to the public.

b) the practicalities of retro-fitting a metering system to the diverse Irish housing stock would be huge. It is worth noting for instance that Northern Ireland Government has decided not to proceed with a metering programme in the north because of the practicalities involved.

c) the allowance of ‘free water’ that would have to be given to cover household essential uses would be so significant that the revenue collected from the billed excess would be correspondingly insignificant.

d) An apparatus of waivers, exemptions and reliefs would inevitably build up around water charges leading to more bureaucracy and focussing the burden of payment on to those already paying significant income and other taxes. 

6. A number of our members have proposed that a portion of VAT generated in a county or city would be allocated to the local council in question. This would have the advantage of not adding to the tax burden of the consumer but would provide a locally identifiable source of funding to local councils. Control of setting the outside rates of the tax would still be a central government matter but a proportion would be allocated to local councils.  The detail of what this proportion should be, and how it would be negotiated, would require further exploration.

7. The entire question of the enhancement of property values as a result of investment by local authorities in roads and services is another issue that arises in any discussion on local government finance. Some developers of course pay significant development levies but many other property owners achieve windfall gains because of the investment by the public authority in the facilities of their locality.  How exactly some return could be derived from such windfall gains to reimburse the investing local authority will remain a complex question.

8. The fragmented nature of Irish local government (114 local authorities when all town councils are included) may lead to some overlaps or duplications in the way in which the local government fund is spent. An examination of the flows of funding from the centre to the different layers and units of the local government system may identify areas where funding could be somewhat rationalised.  

9. One concrete proposal for increasing revenue base of local authorities is that all state properties should make a contribution similar to rates to the local council in which they are based. Currently state properties make no contribution whatever despite the fact their staffs and clients are benefits of facilities such as footpaths, street-lighting, traffic-management etc provided by the local authority. It should not be difficulty to ascribe typical ratings for commercial office buildings to properties owned by the State.

10. In conclusion it is accepted that local government financing is a complex issue in Ireland where there has traditionally been little acceptance of the principle of paying taxes to a local council as being a good thing in its own right in terms of enhancing the connection between the citizen and local governance.  This makes Ireland virtually unique in European and indeed World terms in that householders pay so little directly to the local authority although they may pay significant taxes to central authority which is then recycled to local government. It is accepted that achieving a public and political consensus on advancing the issue will be problematic. 
Appendix I

Comments by Cllr. Constance Hanniffy, ACCC delegate from Offaly Co. Council on Commission for Taxation headings:

· a local sales tax element of VAT could be allocated to councils – achieve a repositioning of taxes rather than introducing new taxes;

· EU policy makes it inevitable that water charges will be introduced – conservation of water issues 
Appendix II

Comments by Cllr. Jim Fegan, ACCC delegate from Meath County Council on Commission for Taxation headings:

Mechanisms designed by Central Government over the years have not delivered an equitable and proportionate supply of funding to Local Authorities. These mechanisms are too general and not sufficiently focussed. There has been no replacement for rates since they were abolished in 1977.Your questionnaire is thought provoking; I have considered the positives / negatives of introducing domestic rates so often since I became involved in public life or became associated with its workings, and it is my view that domestic rates will not be introduced, [too political] and even if it was it would be open to abuse. Many houses in private estates have tenants installed, sometimes more tenants than these  houses were comfortably designed for, and they are all consumers or availing of services supplied by the local authority, so, don’t tax the house, tax the service requirement for every house.

What if the polluter pays policy was to loosely apply? That policy would enable the water user to be charged in urban areas and on group schemes for water used. Preparing water for household use is expensive and water is becoming a scarce commodity. A decision to metre water use would have to be made otherwise a penalty could not be attached to the actual volume used. 

Waste water treatment and disposal could also incur a pro-rata charge; what goes in must come out. The disposal of waste water sludge has become a burden on local authorities in recent years. It is worth posing the question; why should a once off charge payable in a planning levy at the time of construction of a house be seen as a house life long contribution to water supply and waste treatment when local authorities are carrying ongoing service costs.

Because the polluter pays policy can be applied to such a scheme it introduces an environmentally sustainable reason for going in this direction, a direction that I actually believe will ultimately be forced on us by Europe, the Local Government Fund to each county could be reviewed, discontinued in some instances, or reduced, while perhaps remaining in place to assist counties with small or stable populations that have no potential to develop income or inward investment such as a tourism trade. Those that conserve would be rewarded, bath and sink water could be collected on site for garden use perhaps. Is it not silly beyond reason that in urban areas we treat water via expensive chemical processes to clean the dirt off our cars? The lack of planning enforcement officers allowed developers to integrate surface water with waste water, so lightly polluted surface water is now flooding our waste water treatment plants and is subjected to the same unnecessary expensive treatment as is the waste carrying water that comes from our W.C,’s. The rain water from farm buildings might be collected on farm and piped to animal drinkers; the prospects to conserve are endless, but all along the local authority is the bill payer.

Water is a basic requirement for life. It is still free. Can the treatment of ground and river water that is now treated to prepare it for our consumption remain free when its treatment is costly and is necessary mainly because we are the people causing the polluting that requires the treatment of water in the first instance.
*************************
