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ATimetable for the coming two years
AFair Funding review

ASpending review

AFurther retention of business rates
ADevolution

APolitics more generally




Spending, tax, debt and borrowing as a percentage of gross domestic
product, 1979/80 to 2018/19
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Mote: Spending = total managed expenditure (TME). Taxes = national account taxes. Debt = public sector net debt
{P5MD). Borrowing = public sector net borrowing (PSNEB).

Source: Office for Budget Responsibility, Public Finances Databank, July 2018



Local government expenditure
200910 to 201718

Figure 1. Service spending by councils in England (2009-10 = 100)
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Mote: Local autherity service spending excludes spending on education, police, fire and public health. It includes
spending funded by NHS transfers (i.e. the Better Care Fund). See methodology annex for more details

Source: IFS



Autumn Budget 2018: end of austerity?
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ADeficit reduction apparently paused

ADebt to fall gradually
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AL ¥ | Brexic probhBRb{e need for additional Budget and public
spending increasese(higher borrowing and debt again) to provide
boost to the economy



The deficit has finally been reduced

to below 2% of GDP

Chart 1.5: Public sector net borrowing
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The Chancellor has decided to spend his
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Chart 1.1: Public sector net borrowing: October versus March
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Changes to borrowing since March
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Future public expenditure

Big changes in the path for day-to-day -"I'}!;s:::.‘g&ﬁjg’;;s
spending since March

Indexed values (2009-10 = 100)
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Note: RDEL refers to Public Sector Current Expenditure in Resource Departmental Expenditure Limits (PSCE in RDEL).
Source: Author’s calculations using OBR Economic and Fiscal Outlook, October 2018

The end of austerity? © Institute for Fiscal Studies



Current expenditure to grow to 20231

RDEL now set to grow both in real and -"I'F';::::.lg;;,f;}';s
per person terms
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Mote: RDEL refers to Public Sector Current Expenditure in Resource Departmental Expenditure Limits (PSCE in RDEL).
Source: Author's calculations using OBR Economic and Fiscal Outlook, October 2018

The end of austerity? © Institute for Fiscal Studies



NHS to see a return to real increases

Historical context for NHS spending plans ol e o

Fiscal Studies
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Notes and sources: Historical spending refers to UK-wide public spending on health. Nominal health spending data from Office of Health
Economics (1955-56 to 1990-91) and HM Treasury, Public Expenditure Statistical Analyses (1991-92 to 2017-18). Real spending refers to 2018-19
prices, using the GDP deflator from the OBR in October 2018. Future projections based on spending plans for England (NHS England RDEL plans
and an assumed real freeze in other DH spending) applied to all UK health spending. Plans exclude additional spending on NHS pensions.

The end of austerity? D Institute for Fiscal Studies



However, local government, police and fire likely
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Real freeze for unprotected departments -"I'F';:g::.lg:;,t;’;;s
between now and 2023-24

120 o

1 T T T TR SRR S
Protected RDEL

100)

10 o m o e e
Real RDEL

L —

100

Unprotected RDEL

Indexed values (2018-19

95 b S _‘_'!'_ some cuts E'E!"_'_‘E‘_’_ over next spending I‘??’.‘E?&'_P_‘?’!?_‘_‘__

AR TSR———
2018-19 2019-20 2020-21 2021-22 2022-23 2023-24

Note: RDEL refers to Public Sector Current Expenditure in Resource Departmental Expenditure Limits (PSCE in RDEL).
Source: Author's calculations using OBR Economic and Fiscal Qutlook, October 2018

The end of austerity? © Institute for Fiscal Studies



Spending Review



Spending Review, 2019

- previous reviews

Comprehensive SpendingD
Rewview 1958

Comprehensive Spending D
Rewiew 2000

Spending Review 2002 {J)

Spending Review 2004 J)

Comprehensive Spending G
Review 2007

Spending Review 2010 ()
Spending Round 2013 )

Epending Review 2015

1998 2000 2002 2004 2006 2008 2010 M2 2014 2016 aa 2020

Date of publication of spending review by: () Labour Government ) Coalition Government () Conservative Government

Financial years covered by spending review

Source: Institute for Government analysis



NEWS EDITOR

o Tears for fears over the future of the sector and
our places
ocal government chronicle
A POLITICS SERVICES IDEA EXCHANGE  INVESTMENT  LONG READS EVENTS JOBS  PARTNERING WITH LGC

™ FINANCE

Brokenshire: Non-health spend will rise at least
In line with inflation

20 NOVEMBER, 2018 | BY NICK GOLDING

0000 e ©) O

The housing and communities secretary has insisted to LGC that the
forthcoming spending review period should be seen by local government
in “a different context” to its recent predecessors during which “real
savings” were required.

In an LGC interview James Brokenshire pledged to be “championing the local government sector”
in his negotiations with the Treasury in the run up to next year’'s spending review which will lay the

foundations for government expenditure in 2020-21 and beyond.

Asked when austerity would end for local government, Mr Brokenshire replied: “The prime
minister was very clear at [last month’s Conservative party] conference in saying that austerity is

coming to an end.”



Spending Review
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Expenditure

AThe NHS has already been giveradditional £20bn+

AOther services must wait till next year

AP 201 f 3IF2OSNYYSYiIQ aLISYRAYy3I Aa
separate totals
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AThis SR will have to accommodate the consequences of redistribution
because of the Fair Finding review [To follow]
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A devolution revolution

The government is committed to the Northern Powerhouse and devolving unprecedented power
across the country to give people control over decisions that affect their local communities. The
Spending Review and Autumn Statement:

* transforms local government, enabling it to be self-sufficient by the end of the Parliament by
paving the way for 100% business rate retention, giving councils the power to cut business
rates to boost growth, and empowering elected city-wide mayors

* builds the Northern Powerhouse, including by investing £13 billion on transport in the North
over this Parliament, backing innovative businesses with a range of investments in world-
class scientific research, and supporting further Northern Powerhouse trade missions to key
emerging economies

* demonstrates momentum on devolution to 5cotland, Wales and Morthern Ireland, including
through a commitment to a relative funding floor for the Welsh Government and in principle
to an investment fund for the Cardiff region.
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Chart 1.13: Local Government Spending (nominal prices, £m)
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general funding paid by DCLG to local government.




The future of local government,
police and fire: 20120 and beyond

AReal terms cut in 201920 for LG
Ab5w 02y O0S&aaArzyy K2g gAftft Wmnmxk: O2YLISYa
AC KSNBI FUOSNE LI2aairAoAfAide 2F WYALISYRA
at bestc till 202324 or beyond
ASpending Review may consider unfreezing council[fdx?e to come]

AWCIF ANJ Cdzy RAYy3IQ NBOYASSG Yl & GKdza o0S
with council tax rising in areas that lose funding? [More to come]

Aln effect, the 30% cut in revenue spending since 200Wvill become a
new baseline

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



Timetable for the coming two years

2019/20
AAnother round of business rates retention pilots 2020/21

AFair Funding Review and 75% Business Rates Reterftimmn
2020/21

2020/21
AFair Funding Review and 75% Business Rates Retention begins

ANew spending startingoint for councils



Business Rates retention



Business Rates retention

AAnnounced the broad shape of business rates retention in 2020/21

A75% retentiorg rolling-in Revenue Support Grant, Rural Services Delivery
Grant, Public Health Grant and GLA Transport Grant

A5 SOSt 2LIAY 3 | adadz2NF yOS YSOKI yAsetyfn F2 NJ
2020/21¢ new baselines set through Fair Funding Review
A Continued redistribution through topips and tariffs

ARange of pilots testing different arrangements:
A City mayoral areas piloting 100% retention in 17/18, extended into 18/19
A100% retention piloted across new London pool in 18/19

A 10 new pilots in 18/1¢, all testing pooling and many in twtter areas trialling
their own tier split



Business rates retention

A2017-18: Greater Manchester, Liverpool City Region, the West Midlands,
Cornwall, West of England

A2018Mm bY DNBIFGSNI [ 2YR2Y 0aSLI NIXYOS RS
A201819: Berkshire, Derbyshire, Devon, Gloucestershire, Kent, Leeds,

Lincolnshire, Solent, Suffolk, Surrey [one year only]
A This latter group can now apply for 75% retention in 2Q09

AGroups of authorities invited to apply for 75% retention pilots for 2809
Ad2S g2dA R SELISOU | LINRLIRZAaSR LR2f G2 O2
associated district councils; a group of unitary authorities; or atiemoarea and
adjoiningunitaries but it should extend across a functional economic area. Proposals

will need to set qut tier split arrangements of pfeceptingauthorities, including
CANB YR wS&a0dzS [dzZiK2ZNAUOASaED wal / [ D6
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AReform In 20221 allows for the NDR position of different authorities
U2 06386S WAL
AResetting affects the incentives authorities have to grow their tax base

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

Alntert O a SAU0K WFFANI Fdzy RAY3IQ (2 L.
for individual councils

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



204 Resets

g&nﬁsgﬂlﬂzi;ﬂ;ﬂng’ The 2017 consultation sought the sector’s views on full and

Local Government partial resets, with the sector supporting the concept of partial
resets to help ensure that there is an incentive to grow business
rates in all years.

The system design working group has also considered additional reset options and we
are using this consultation to test the idea of phased resets alongside partial resets.

Full reset: growth is retained for a set period and then redistributed in full.

Partial reset: growth is retained for a set period and then at a reset such that a
proportion of growth retained over the previous period is redistributed, with the
remaining proportion is retained with individual local authorities.

Phased reset: authorities retain each year’s growth for a set number of years and
then it is redistributed.

— The length of reset period could vary for all reset types too

25




Ministry of Housing,

Communities &
Local Government

Safety Net

The safety net remains an important
mechanism as it ensures risk in the
system is proportionate and sustainable
at a local authority level.

The Government has previously
confirmed that the safety net will continue
as a ‘simple’ safety net whereby local
authorities bear some of the risk but will a
safety net will kick in if income drops
below a certain level (of baseline funding
level).

The consultation seeks local
government’s views on the level of the
safety net.

The appropriate level for the safety net
will be influenced by the reform of other
elements of the system.

Safety Net

Different safety net levels are being
piloted by different areas
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