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Issues for today 

• Local government’s current financial position and Autumn Budget 
2018 

• Timetable for the coming two years 

• Fair Funding review 

• Spending review 

• Further retention of business rates 

• Devolution 

• Politics more generally 





Local government expenditure 
2009-10 to 2017-18 

Source: IFS 



Autumn Budget 2018: end of austerity? 

• Possibly…and up to a point 
• For the NHS: yes 
• For ‘unprotected’ services: no 

• Deficit reduction apparently paused 

• Debt to fall gradually 

• Brexit still hangs over the UK’s economic future 

• Budget 2018 charted path if ‘soft’ or ‘not too hard’ Brexit emerges 

• If a ‘hard’ Brexit: probable need for additional Budget and public 
spending increases (ie higher borrowing and debt again) to provide 
boost to the economy 

 



The deficit has finally been reduced  
to below 2% of GDP 



The Chancellor has decided to spend his  
‘borrowing dividend’ from 2019-20 onwards 



Where the ‘dividend’ has gone 



Future public expenditure 



Current expenditure to grow to 2023-24 



NHS to see a return to real increases 



However, local government, police and fire likely 
to receive ‘real freeze’ in resources at best  



Spending Review 



Spending Review, 2019 
- previous reviews 





Spending Review 

• Ministers ‘bid’ to the Treasury for a share of overall ‘Total Managed 
Expenditure 

• The NHS has already been given its additional £20bn+ 

• Other services must wait till next year 

• ‘Local government’ spending is partly in a number of departments’ 
separate totals 

• Generally, a figure for ‘local government spending power’ is shown 

• This SR will have to accommodate the consequences of redistribution 
because of the Fair Finding review [To follow] 



Spending Review 2015… 



Spending Review 2015… 



The future of local government,  
police and fire: 2019-20 and beyond 

• Real terms cut in 2019-20 for LG 
• NDR concession: how will ‘100% compensation’ be calculated? 

• Thereafter, possibility of ‘spending power’ increases in line with inflation – 
at best – till 2023-24 or beyond 

• Spending Review may consider unfreezing council tax? [More to come] 

• ‘Fair Funding’ review may thus be allowed to redistribute ‘spending power’ 
with council tax rising in areas that lose funding?           [More to come] 

• In effect, the 30% cut in revenue spending since 2010-11 will become a 
new baseline 

• NDR growth, charges and council tax may be liberalised to allow slight 
upwards move in spending?  

 

 



Timetable for the coming two years 

2019/20 

• Another round of business rates retention pilots 2020/21 

• Fair Funding Review and 75% Business Rates Retention – from 
2020/21 

2020/21  

• Fair Funding Review and 75% Business Rates Retention begins 

• New spending starting-point for councils 

 



Business Rates retention 



Business Rates retention 

• Announced the broad shape of business rates retention in 2020/21 
• 75% retention – rolling-in Revenue Support Grant, Rural Services Delivery 

Grant, Public Health Grant and GLA Transport Grant 

• Developing assurance mechanism for public health funding • Full re-set in 
2020/21 – new baselines set through Fair Funding Review 

• Continued redistribution through top-ups and tariffs 

• Range of pilots testing different arrangements: 
• City mayoral areas piloting 100% retention in 17/18, extended into 18/19 

• 100% retention piloted across new London pool in 18/19 

• 10 new pilots in 18/19 – all testing pooling and many in two-tier areas trialling 
their own tier split 



Business rates retention 

• 2017-18: Greater Manchester, Liverpool City Region, the West Midlands, 
Cornwall, West of England 

• 2018-19: Greater London (separate decision from the following)… 

• 2018-19: Berkshire, Derbyshire, Devon, Gloucestershire, Kent, Leeds, 
Lincolnshire, Solent, Suffolk, Surrey [one year only] 
• This latter group can now apply for 75% retention in 2019-20 

• Groups of authorities invited to apply for 75% retention pilots for 2019-20 
• “We would expect a proposed pool to comprise a county council and all of the 

associated district councils; a group of unitary authorities; or a two-tier area and 
adjoining unitaries, but it should extend across a functional economic area. Proposals 
will need to set out tier split arrangements of all precepting authorities, including 
Fire and Rescue authorities”.  [MHCLG] 



NDR ‘re-sets’ 

• Reform in 2020-21 allows for the NDR position of different authorities 
to be ‘re-set’ 
• Re-setting affects the incentives authorities have to grow their tax base 

• This affects where councils have arrived at by the end of the current 
arrangements 

• Inter-acts with ‘fair funding’ to produce new ‘spending power’ figures 
for individual councils 

• Many issues must be determined both at the point of reform and 
from year to year thereafter 









Fair Funding review 



MHCLG’s purposes for Fair Funding Review 



What underpins the proposed new 
allocations of funding between councils 

• Relative needs 
• How many people of different ages? 

• What different needs do they have? 

• Relative resources 
• How much council tax can each council raise from its local tax base? 

• (How much business rate is available to it?)  

• Transitional arrangements 
• How to stop sudden changes from year to year 

• At the point of any reform and then year-on-year 



Needs assessment principles 

The government wants the new formula for measuring need to be: 

• Transparent 
• which factors used and why 

• Up-to-date 
• Most recent statistics 

• Sustainable into the future 
• Factors that work today and in the future 

• Robust 
• Most objective analysis underpinning results 

• Stable 
• Predictable in the medium term, at least 



Main spending drivers 

• Population 

• Deprivation 

• Sparsity 
• Costs higher in rural areas 

• ‘Area costs’ 
• eg high costs in big cities 

• Irregularly-located spending 
• eg, flood defences 



Fair Funding review objectives - 1 

• Local authorities’ capacity to raise council tax locally (their council tax 
base) will be taken into account in the Fair Funding Review. This 
constitutes an element of ‘resource assessment’ alongside the needs 
assessment. Some account will also be taken of local authorities’ 
revenue from sales, fees and charges 

• Demographic change, and differences in the costs of delivering 
services in different areas, will be taken into account 

• The review will aim to make the new system “as far as is practicable, 
more simple and transparent whilst providing as much discretion as 
possible to local councils over the use of resources”. 



Fair Funding review objectives - 2 

• It will “make the link between local circumstances and funding 
allocations more visible” 

• The new system will be based on the most up-to-date data available 

• The Government “proposes to base the assessment of local 
authorities’ relative needs on a relatively small number of forward 
looking cost drivers with a transparent process for establishing the 
weightings between them…”. 

• This is to ensure a closer link between the indicators used for the 
needs assessment and the costs incurred in actually providing local 
services                                                                  [Source: House of Commons Library] 















Breaking News… 



SE/SW not  
much favoured 



Conclusions 

• 2019-20 is possibly the last year of real-terms reductions in overall Lg 
spending 

• From 2020-21, it seems likely councils will be able to hold overall spending 
on adult care, children’s care and others services at the current real terms 
level 
• though not in real per capita terms 

• Fair Funding Review/NDR re-sets will mildly redistribute spending power 
• County areas may gain, cities may lose 

• Devolution is moving slowly ahead 

• New ‘Stronger Towns’ policy 

• Brexit still overwhelms Whitehall…. 
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