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Summary
Local authorities face enormous pressure: their financial position is continuing
to deteriorate as demand for vital services increases. Over the last eight years, the
government has cut the funding it gives to English local authorities by nearly half.,
while, at the same time, demand for critical council services has risen: housing is under
strain with over a third more people homeless and adult and children social care are
confronted with growing demand. The rate of looked-after children, for example, is
at a 25-year high. The cost of adult and children’s social care has forced many local
authorities to reduce spending on services in other areas. Some councils are now in an
extremely worrying position: overspending their budgets for social care, reducing key
services, falling back on financial reserves and increasingly relying on generating other
sources of income, which comes with greater risks.
The Ministry of Housing, Communities and Local Government (the Department)
are relying on short-term approach to a long-term problem. Overall spending by local
authorities on services fell by 19.2% in real terms between 2010-11 and 2016-17. The
government has had to inject large amounts of additional funding to ensure that the
local authority sector can keep going in the short-term: £1.4 billion in the 2018 budget.
Yet disturbingly, there is still no sign that the Department has a clear plan to secure the
financial sustainability of local authorities in the long-term. The Department continues
to insist that the sector is sustainable but refuses to provide the evidence that Parliament
and the public need to be assured that this is actually the case. The Department has
rejected a number of the Committee’s previous recommendations on these subjects.
We are deeply frustrated to have to repeat the same concerns about the sustainability of
the sector and the ability of local authorities to provide the vital services that taxpayers
need.
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Introduction
Local authorities provide a wide range of services; for example, parks, libraries, waste
collection and temporary accommodation for homeless people. English local authorities
spent £39.7 billion on providing services in 2016-17. Spending on social care is taking up an
increasing proportion of this spend, leaving less for other services. Spending on services
other than social care fell by 32.6% between 2010-11 and 2016-17. The overall levels of
funding available to local authorities and the methodology for distributing funding is
set by government. The Ministry of Housing, Communities and Local Government (the
Department) has overall responsibility within central government for local authorities’
funding. This includes bringing together information about the impact of funding
reductions on financial and service sustainability, assessing the funding requirements of
local authorities as part of Spending Reviews and supporting the financial sustainability
of the sector by changing the overall funding framework if required. The Department
supports HM Treasury on decisions about funding for local government, both long-term
decisions at spending reviews and shorter-term decisions in between. We and previous
Committees have scrutinised how the Department has fulfilled this role on several
occasions since 2010, seeking assurance about service levels, service quality and financial
sustainability. While the Department asserts that it has improved its understanding of
the sector and its insight into the pressures it is under, it has not been open enough to
demonstrate to us that this is the case and has rejected some of our recommendations for
improvement.
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Conclusions and recommendations
1.

Central government financial support for local government continues to be
characterised by one-off, short-term initiatives, which do not provide value for
money, rather than a meaningful long-term financial plan for the sector. As we
concluded in our most recent report on local authority financial sustainability in
July 2018, the lack of a long-term funding plan for local authorities is a risk to value
for taxpayers’ money. Since our last report, the government has announced more
funding measures, including £1.4 billion of additional funding for councils in 201819 and 2019-20. The government intends over £700 million of new funding to be
spent in 2018-19, despite only being announced five months before the end of the
financial year. The Department is unable to provide a convincing answer as to how
it can be confident that funding provided so late in the year will be spent efficiently
and on the services it was intended for.
Recommendation: The Department should work with local authorities to collect
and analyse evidence on the impacts on value for money and the implications for
service users of providing funding through one-off funding streams announced
late in the budgetary cycle rather than through long-term funding arrangements.
The Department should, within 12 months, write to the Committee detailing
the findings from this work and how it will use this evidence base to ensure that
both its own funding schemes and those of other departments are structured and
announced in a way that delivers maximum value for money.

2.

The Department has an unacceptable lack of ambition for the sector, with no
aspiration for improving local finances beyond merely ‘coping’. The Department
asserts that, having put additional money into the local authority sector in response
to government and local authorities’ concerns, that the sector is now stable for 201920. However, it admits that there is still a high level of risk inherent in the sector and
that it does not expect the overall financial sustainability of local authorities to ever
be rated as less than amber. We are concerned that the Department responsible for
fighting the corner of local government within central government does not have
any ambition to improve the financial sustainability of the sector in order to reach a
green rating. Despite the additional funding, the Department’s assurance about the
sustainability of the local authorities relates solely to the current spending review
period. The Department cannot give assurance about the long-term sustainability of
the sector and accepts that some local authorities are very worried about what comes
after. We have previously said that alternative means of supporting local authorities
to remain financially sustainable will be needed to prevent them being solely reliant
on the outcome of the next Spending Review. The Department’s plans in relation to
this point are not ambitious enough to give us confidence that this will be achieved.
Recommendation: The Department should write to the Committee by May 2019
setting out the steps it will take over the medium-term to move the sector to a
stronger financial position. This should reflect its consideration of a full range
of options to support the sector financially rather than simply a reliance on the
forthcoming Spending Review and a move to greater local retention of business
rates.
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3.

It is worrying that the Department does not know what its minimum expectations
are of the full range of services that local authorities are expected to provide.
As part of Spending Reviews, the Department helps the government as a whole to
decide how much it should cost to deliver the statutory services local authorities
are expected to provide. The Department also provides a central point where other
government departments can raise concerns about any statutory services they are
responsible for. Such concerns have led to decisions to provide additional funding
for social care in part to ensure that local authority spending is not diverted from
other important services. However, the Department does not have a comprehensive
or detailed list of the costs of providing statutory services to a minimum service
expectation. Instead, the Department uses existing spend on services to project
future spending needs based on anticipated changes in service demand. Overall,
the Department does not have a structured, clear set of expectations about statutory
services to inform its funding models and has not said what non-social care services
the government considered to have sufficient importance to justify additional social
care funding to protect them.
Recommendation: The Department should, by May 2019, publish the minimum
service levels it has used to calculate service costs for the statutory services included
in its modelling.

4.

We are deeply dismayed that the Department views the financial sustainability
of local authorities solely in terms of a small set of statutory services rather than
the full range of services local people need. The Department determines whether
the local government sector as a whole is sustainable if the amount of resources
available to it can deliver the statutory services that it is required to deliver. These
statutory services primarily relate to adult and children’s social care. Demand for
these services means that local authorities are spending a greater proportion of their
funding on social care services, which limits how much they can spend on other areas.
There are a range of other services, such as libraries and youth services, which local
people can reasonably expect their council to provide, but which the Department
does not consider rigorously when determining whether local authorities are
financially sustainable. We are concerned that the Department’s narrow view of
service provision risks giving a misleading picture of the sustainability of services
as a whole.
Recommendation: The Department should write to the Committee by May 2019
setting out how services where the level of provision can be determined locally
feature in its assessment of financial sustainability, how they should be funded,
and how it takes account of the fact that the loss of such services may have longer
term cost implications for required statutory services.

5.

It is not acceptable that the Department repeatedly states that the local authority
sector as a whole is sustainable but refuses to provide evidence about how it has
reached these conclusions. The Department has repeatedly asserted that the sector
is on a sustainable footing for the remainder of this spending review, and that no
council is close to the edge. The Department admits that there is a great deal of risk
underpinning the financial sustainability of the sector but claims to have stabilised
the risks for 2019-20 significantly. The Department is unable to provide a satisfactory
explanation for the basis of this conclusion or the evidence underpinning it. It
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refused to provide a numerical answer or risks rating to describe what margin of
sustainability it believes the sector to possess, and continues to use the complexity
of the methodology, Ministerial advice and Ministerial decisions as excuses for its
failure to answer our questions.
Recommendation: The Department should write to the committee by May 2019
setting out a step-by-step model of how it assures itself that the sector is sustainable:
•

In relation to the Department’s ‘top-down’ analysis for the remainder of
this Spending Review period, this should include a detailed account of how
adequate funding need has been defined and calculated including assumptions
over service levels (including both statutory and discretionary) and demand
projections.

•

In relation to the Department’s ‘bottom-up’ analysis looking at the
sustainability of individual authorities, it should set out what quantitative
and qualitative evidence is used in its analysis, the framework in which this
information is used, and the process by which this information is combined to
produce a conclusion.

•

Where conclusions are reached based on judgements in either the top-down or
bottom-up methods, the Department should detail how they are made, what
the criteria are and to what extent these judgements are subject to independent
scrutiny to ensure quality and consistency.
We also call on the Department to revisit its refusal to publish a shared definition
of financial sustainability.

6.

We are concerned that the Department uses similar data and methods to other
stakeholders to assess the financial sustainability of the local authority sector
yet reaches different conclusions. In its written evidence, the Local Government
Association estimated that local authorities faced a funding gap of £3.2 billion
by 2019-20. The methodology used by the LGA is very similar to that used by the
Department and relies on similar datasets. The Department attributes the differences
in the conclusions drawn from their respective calculations to a difference in the
assumptions used, and different views on expected service levels and differences
in the time period covered. We do not consider the Department has given a clear
enough justification of why its conclusions and those of the LGA, local authorities
and other representative bodies are different.
Recommendation: The Department should write to the Committee by May 2019
setting out how its estimates for local authorities’ funding needs compare to the
LGA’s forecast of a £3.2 billion funding gap in the sector by 2019-20 and explain
any differences.
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1 Financial sustainability
1. On the basis of our previous report on the financial sustainability of local authorities,
which followed reports by previous Committees, and Government responses to those
reports, we took evidence from the Ministry of Housing, Communities and Local
Government (the Department) about local government spending in England.1
2. Local authorities provide a range of services such as maintaining highways and local
transport, culture and leisure, and housing. Some services, such as adult social care and
waste collection, are statutory duties set by government. Local authorities can also provide
discretionary services in line with local priorities, such as economic development or
support for tourism. Different types of local authority have different responsibilities. For
instance, London borough councils, metropolitan borough councils, county councils and
unitary authorities have responsibility for adult and children’s social care, whereas district
councils do not.2 The Department is responsible for distributing the majority of government
funding for local authorities, who received £25.8 billion in government grants in 2016-17.
Local authorities also generated £22.2 billion in council tax in 2016-17.3 Departmental
ministers set the limits on the extent to which local authorities can increase their council
tax rates without holding a local referendum. The Department is also responsible for
taking the lead across government in supporting HM Treasury on decisions about local
government funding at major fiscal events. The Department maintains a system of local
accountability that assures Parliament about how local authorities use their resources,
including preventing and responding to financial and service failure.4
3. In July 2018, we reported that the financial position of the local authority sector had
deteriorated. We found that seven years of funding reductions totalling nearly 50% of local
authorities’ funding from government, and increasing demand for key services, had led to
the breadth of service spending by local authorities narrowing and becoming focused on
a core offer centred on social care. We were concerned about the financial future of local
government, and the future of the services it provides to local people.5

Ensuring value for money from short-term funding initiatives
4. The 2015 Spending Review set revenue funding for the then Department for
Communities and Local Government up to the end of March 2020. In 2015–16, the
Department similarly offered local authorities a four-year funding settlement to allow
them to plan their finances more effectively, so local authorities’ funding should be
fixed until the end of 2019–20. The Spending Review and the four-year settlement were
intended to give funding stability, allow long-term planning and so support value for
money in spending on local services. However, the government started announcing
1

2
3
4
5

Committee of Public Accounts, Financial sustainability of local authorities, Fiftieth Report of Session 2017-19, HC
970, July 2018; Committee of Public Accounts, Financial sustainability of local authorities, Twenty-Sixth Report
of Session 2016-17, HC 708, November 2016; Committee of Public Accounts, Financial sustainability of local
authorities 2014, Thirty-Fourth Report of Session 2014-15, HC 833, January 2015
Comptroller and Auditor General, Financial sustainability of local authorities 2018, Session 2017–19, HC 834,
March 2018, paras 2, 3.3; figures 10, 17
National Audit Office, Departmental Overview: Local authorities, October 2018
Comptroller and Auditor General, Financial sustainability of local authorities 2018, Session 2017–19, HC 834,
March 2018, para 3
Committee of Public Accounts, Financial sustainability of local authorities, Fiftieth Report of Session 2017-19, HC
970, July 2018
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additional funding or other financial support for local authority services very early on.
Our previous report in July 2018 found that since the start of the Spending Review period,
the Department had provided additional grant funding to local authorities to fill gaps in
funding for adult social care and enabled councils to raise additional money from local
taxpayers through council tax.6 For example, the then Secretary of State for Communities
and Local Government announced a £240 million Adult Social Care Support Grant in
the first year of the four-year settlement.7 The pattern of one-off, short-term initiatives
has continued. Since our last report, the government has announced over £1.4 billion of
additional funding for local authorities, including over £750 million in central government
in revenue and capital funding in 2018-19, and almost £700 million for 2019-20. The
funding for 2018-19 was announced at the end of November 2018, but it needs to be spent
by the end of March 2019, giving local authorities five months to spend the additional
funding before the end of the financial year. This includes £240 million for adult social
care, £420 million for roads maintenance, and £55 million in Disabled Facilities Grant.8
5. We asked the Department about the timing of the additional funding, and the value
of local authorities committing to a four-year settlement and producing medium-term
financial plans if the Department changes the amount of money they have available
at short notice. The Department asserted that the additional funding was in response
to increased risks and pressures it had identified within the local authority sector and,
although not ideal, it was better to have given this money than not. We reiterated that
improvement was needed in order for any multi-year settlement to give local authorities’
confidence in the funding levels that are set for them. In our previous report, we were
concerned that the current lack of a long-term plan is a risk to value for money. We still
await the further certainty about the outcomes of the Fair Funding Review and the design
of the 75% local business rates retention that we recommended be given as soon as possible
to support financial planning in local authorities. The Department accepted that it needed
to do better at the next Spending Review.9
6. The Department asserted that it would always be necessary to respond to events
as they come along. We accept that it may not be possible to avoid all funding changes
within a long-term settlement, but we asked the Department how it could have confidence
that the additional funding provided at such short notice would be spent efficiently.
The Department accepted that the situation was not ideal but asserted that it was not
always possible to give certainty further in advance. It told us that it had heard from local
authorities that in previous years adult social care winter pressures funding was difficult
to spend. The Department told us that it was responding to this by making the reporting
requirements “very light touch”.10
7. We asked how the Department could have confidence that the additional funding
would be spent on the services it was intended for, rather than being used to fill existing
gaps in funding or avoid service reductions. The Department asserted that this would
6
7
8
9
10

Public Accounts Committee, Financial sustainability of local authorities, Fiftieth Report of Session 2017-19, HC
970, July 2018
Comptroller and Auditor General, Financial sustainability of local authorities 2018, Session 2017–19, HC 834,
March 2018, figure 3; Hansard HC, 15 December 2016, vol. 618
HM Treasury, Budget 2018, HC 1629, October 2018, paras 4.15 and 5.15 to 5.18, with table 2.1 (subtracting
Barnett consequentials)
Q 17, Public Accounts Committee, Financial sustainability of local authorities, Fiftieth Report of Session 2017-19,
HC 970, July 2018
Qq 17-20, 23-25 25
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always be a balance and that there were examples where it had provided additional funding
with targets and with conditions attached. It accepted that in other cases, such as the
increasing grant that was provided in the Budget for next year for generalised pressures,
the additional funding had “gone in without strings attached.” When we probed further,
the Department accepted that ultimately “that money will stop them from diverting
money from other services that are also important” rather than necessarily being spent
on adult social care.11

The Department’s lack of ambition for the financial sustainability of
the sector
8. When we examined the financial sustainability of local authorities in July 2018,
we concluded that sustained funding reductions had left an increasing number of local
authorities in a worrying financial position and asked the Department to explain its
assessment that the sector was financially sustainable.12 We asked the Department about
the financial health of local government, and whether the sustainability of the sector had
improved since the last time the Department gave evidence. The Department told us that
the sector’s financial health was “pretty similar” and continued to involve a substantial
amount of pressure and risk across the system.13 It told us that it had identified additional
factors that it considered to add more risk to the financial sustainability of the sector, and
admitted that “over the summer some of the figures looked more worrying”. It asserted,
however, that having provided extra money in the Budget, it had now stabilised the risks
to the sector for 2019-20 and that the sector was now balanced. When we asked about risk
to individual councils, the Department told us that no council was “close to the edge” in
this financial year or 2019-20, and “certainly not one approaching Northamptonshire’s
situation.”14 However, the Department’s assurance is limited to this Spending Review
period, running to the end of March 2020.15
9. We asked the Department about the risk rating it had assigned to the financial
sustainability of local authorities. The Department told us that it “would never expect
something like this to be less than amber.” It acknowledged that some councils are very
worried about what comes after 2019-20. However, it told us that the risk rating for the
sector in the future would be dependent on the next Spending Review.16 In our previous
report, we concluded that the Department was overly reliant on the next Spending Review
to address the financial challenges being faced by local authorities. We cautioned that if
the Department was not able to secure sufficient funding for local authorities from the
Spending Review, alternative means of ensuring that local authorities remain financial
sustainable would be needed.17 The Department promised to write to us about the steps it
was taking, in addition to those that relate to levels of central funding, to help the sector
meet future funding and demand challenges.18 In its subsequent letter, the Department
11
12
13
14
15
16
17
18

Qq 20, 38, 42
Public Accounts Committee, Financial sustainability of local authorities, Fiftieth Report of Session 2017-19, HC
970, July 2018, para 1
Qq 1, 79
Qq 13-15, 107-108, 150
Qq 68, 100, 108, 110
Qq 107-109, 111, 121, 135
Public Accounts Committee, Financial sustainability of local authorities, Fiftieth Report of Session 2017-19, HC
970, July 2018
HM Treasury, Treasury Minutes: Government response to the Committee of Public Accounts on the Forty Third
to the Fifty Eight reports from Session 2017-19, Cm 9702, October 2018, p. 28
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outlined three categories of work it was undertaking. Firstly, work on future initiatives
(business rates reform and the fair funding review) where we have already criticised the
lack of clarity and the Department’s lack of a long-term plan for local government finance.
Secondly, efficiency initiatives (such as a £7.5m Local Digital Fund) that are potentially
worthwhile but not of a scale that matches the challenges facing local government. Thirdly,
systematic engagement between the Department and five other departments, initially
focused on the Spending Review but to be maintained afterwards. While noting these
changes, consideration of more ambitious and fundamental reforms might nonetheless
be necessary to ensure the future of local government as a living, breathing organism that
serves the public. 19

Inability to demonstrate financial sustainability
10. When we examined the financial sustainability of local authorities in July 2018, we
concluded that the Department did not have a consistent and transparent method to assess
financial risk in local authorities. We found that the Department used a range of data
and information to assess sustainability in the local authority sector, but that it did not
share its methodology with the sector or publish the outputs of its work, meaning there
was no shared definition of what financial sustainability means in practice in the local
authority sector.20 In response to our report, the Department committed to publishing
more information about projections for demand and spending six months after the
conclusion of the next Spending Review, but it did not agree to work with the sector to
reach and publish a shared definition of financial sustainability.21 When we questioned
the Department about the current position of the sector, it mentioned recent short-term
funding increases and told us that the sector is financially sustainable. It made the same
point in June 2018, following one set of short-term funding increases but before the most
recent set of increases.22
11. We asked the Department about the basis for its continued assurance that the local
authority sector is sustainable despite a repeated need to provide additional funding, and
the methodology it used to determine this. The Department’s answers were frustratingly
vague. When we asked how far above ‘sustainable’ councils are, the Department told us that
is could not give us an answer because its assessment is based on a complicated, “nuanced
and broad judgement” that did not give it “a sense of some metric or threshold over
which the sector either is or is not” sustainable.23 When we asked about the methodology,
information and analysis underlying the Department’s judgement, the Department told
us its assessment was based on “a professional judgement rather than an arithmetical
one” and provided no further detail to enable us to understand this element of its work.
It told us that Ministers had decided to publish less of the information that relates to the
Department’s judgement than prior to 2010-11, and that internal analysis was produced for

19
20
21
22
23

Q 70, Letter from Simon Ridley to the Chair of the Committee, 19 December 2018
Public Accounts Committee, Financial sustainability of local authorities, Fiftieth Report of Session 2017-19, HC
970, July 2018
HM Treasury, Treasury Minutes: Government response to the Committee of Public Accounts on the Forty Third
to the Fifty Eight reports from Session 2017-19, Cm 9702, October 2018, pp. 28-29
Qq 1-2, 82, 106, Public Accounts Committee, Financial sustainability of local authorities, Fiftieth Report of
Session 2017-19, HC 970, July 2018
Qq 77-80
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Ministers and so could not be published.24 We did not find similar arguments convincing
in our last report and we are disappointed that the Department did not fully agree with
our previous recommendation.25

24
25

Qq 61-65, 88-100
Public Accounts Committee, Financial sustainability of local authorities, Fiftieth Report of Session 2017-19, HC
970, July 2018, conclusion and recommendation 3; HM Treasury, Treasury Minutes: Government response to
the Committee of Public Accounts on the Forty Third to the Fifty Eight reports from Session 2017-19, Cm 9702,
October 2018, pp. 28-29

Local government spending

13

2 Services provided by local authorities
Overseeing the range of services that matter to local people
12. We asked the Department what it meant by financial sustainability. The Department
told us that it believed that the sector as a whole was sustainable if the amount of resources
available to it was sufficient to deliver the statutory services that it is required to provide. It
explained that, in order to make that judgment, to some extent it has to “cost those services
and do that assessment.”26 The Department told us that local authorities prioritised adults
and children’s social care in their spending, and the Department in its monitoring,
because the requirements are set out in statute and they involve vulnerable individuals.27
We have previously pointed out that increasing demand for these services means that
local authorities are spending a greater proportion of their funding on social care services,
which is putting pressure on other services. The share of local authorities’ service spend
devoted to adult and children’s social care grew from 45.3% in 2010–11 to 54.4% in 2016–
17.28 The rate of looked after children, for example, is now at a 25 year high.29
13. There are a range of other services that make up the general responsibility of local
government, such as libraries and youth services, which local people can reasonably
expect their council to provide. The Department told us that its judgement about overall
financial sustainability also covered whether there is flexibility in the system to respond
to events, emergencies and to be able to provide the broader local leadership expected by
communities in local authorities’ delivery of locally-led non-statutory services. However,
the Department was not able to provide us with any firm sense of how sustainable the
local authority sector is beyond required statutory services it monitors closely, asserting
that it was not possible to quantify this.30 This is not helpful for anyone who is interested
in the sustainability and citizens’ experience of services outside the Department’s narrow
monitoring and we note that local authority spending on emergency planning fell by 34%
between 2010-11 and 2016-17.31
14. When we asked about the monitoring of services other than social care, we were
disappointed to hear the Department say that it considered the financial sustainability
of local authorities and councils being able to set a balanced budget and manage their
finances in 2019-20 to be a different thing to “levels of service provision and how far they
should provide their services.” While accepting that these two issues are interlinked, the
Department told us that it would look at what levels of service provision that would be
expected from local authorities next year as part of the Spending Review.32

26
27
28
29
30
31
32

Qq 2, 65
Qq 43, 57, 70. Letter from Simon Ridley to the Chair of the Committee, 19 December 2018
Public Accounts Committee, Financial sustainability of local authorities, Fiftieth Report of Session 2017-19, HC
970, July 2018, conclusion 4
Comptroller and Auditor General, Pressures on children’s social care, Session 2017-19, HC 1868, January 2019,
Figure 4
Qq 66-67, 70, Letter from Simon Ridley to the Chair of the Committee, 19 December 2018
Q 88, Comptroller and Auditor General, Financial sustainability of local authorities 2018, Session 2017–19, HC
834, March 2018, Figure 10
Q 82
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Determining what people can expect from local authorities’ statutory
services
15. As part of Spending Reviews, the Department helps the government as a whole
to decide how much it should cost to deliver the statutory services local authorities are
expected to provide. The same analysis also contributes to the Department’s ongoing
assessment of financial sustainability. The Department told us that the ‘top-down’ fiscal
analysis that it undertook was based on projections of what the sector may need to deliver
its services, and therefore included the cost of those services today and projections as to
how those will change in future.33 We asked the Department about its role in relation to
the full range of local authority activities, recognising that other departments have policy
responsibility for specific services. The Department told us that it provided a central point
where other government departments could raise concerns about any statutory services
they are responsible for. It explained that it was the role of other departments to keep
an eye on the services they are responsible for, to determine their priorities, and to talk
to the Department if they think that services have been “de-prioritised or squeezed too
far”. This includes where the government wants to protect services at a certain level.34
The Department said it has helped the Government in its decisions to respond to service
pressures, and described that part of the reason for additional social care funding was
to stop authorities “from diverting money from other services that are also important,
particularly to the public”. The Department has not identified the services that have this
level of importance in its view. 35
16. We asked the Department what information it held that underpinned decisions to
support other services by providing funding. However, the Department’s answers were
not reassuring. It told us that it did not hold a list of statutory services which specified
the government’s minimum expectations of the level of service that should be provided
or what it expected these would cost. The Department added that “the Government are
certainly not including as part of their approach at the moment some kind of state-ofthe-nation oversight or comprehensive performance assessment-style assessment of local
government services in the round.”36

Clarity over comparisons with other bodies
17. The Local Government Association estimates that the funding gap facing councils
in 2019-20 is approximately £3.2 billion. In its analysis, it highlighted that this funding
gap meant that there was a continuing threat to “other services our communities rely
on, including libraries, cleaning streets and maintaining park spaces.”37 We asked the
Department what use it made of the LGA’s work, whether the Department disagrees
with the LGA’s assessment, and if not, how that assessment could be reconciled with the
Department’s claims about the sector’s sustainability. The Department told us that it was
committed to listening to the views of local government, but the extent to which it would
use the work of other organisations would depend on the reasons for any differences

33
34
35
36
37

Qq 44-56
Qq 72-75
Qq 38, 42
Qq 74, 88
Local Government Association (LGS0002)
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from the Department’s figures. It explained that its understanding was that the LGA’s
methodology to estimate the funding gap facing local councils was very similar to its own
and included analysis of individual service levels and their cost38
18. The Department told us that it did not dispute the LGA’s estimate, but that there were
a range of reasons why the two estimates were different, including difference in the time
periods covered, expected service demand and the data sources used. The Department
told us that the LGA’s assessments “look much further into the future” than the current
spending review period. However we noted that the Department has made, and the LGA
has published, assessments that run to 2019-20.39 The Department similarly asserted that
the LGA may have used some different assumptions to project changes in service demand
and service costs. It told us that it used publicly available data on inflation and productivity
when preparing its analysis ahead of the spending review in 2015, and similarly used
publicly available data on population. It also told us that it also used departmental data
on households, which is now publicly available, as well as data released by different
departments. The Department of Health and Social Care releases data on adult social
care pressures. DEFRA releases data on waste projections, and DFT does the same for
roads.40 The LGA’s list of its sources for the estimates it produced at the same time include
very similar information.41 The Department has previously explained that where formal
projections did not exist, it had used a combination of “population and other projections,
policy judgments, and bespoke analysis to develop an understanding of future demand.”42
Its final explanation regarding the differences in the estimates was that the LGA may have
different views about the level of services that local authorities should provide which it
considered to be a policy decision.43

38
39
40
41
42
43

Qq 3-4, 98, 103-104
Qq 100, 103-104, Local Government Association (LGS0002)
Qq 88, 100-101
Local Government Association, 2015 Funding outlook for councils: methodology, assumptions and data sources,
Local Government Association, June 2015
Ministry of Housing, Communities and Local Government (FAL0013)
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Formal Minutes
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Meg Hillier, in the Chair
Sir Geoffrey Clifton-Brown

Layla Moran

Chris Davies

Anne Marie Morris

Chris Evans

Bridget Phillipson

Caroline Flint

Anne-Marie Trevelyan

Shabana Mahmood
Draft Report (Local government spending), proposed by the Chair, brought up and read.
Ordered, That the draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 18 read and agreed to.
Introduction agreed to.
Conclusions and recommendations agreed to.
Summary agreed to.
Resolved, That the Report be the Seventy-Sixth of the Committee to the House.
Ordered, That the Chair make the Report to the House.
Ordered, That embargoed copies of the Report be made available, in accordance with the
provisions of Standing Order No. 134.

[Adjourned till Monday 28 January at 3:30pm
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Witnesses
The following witnesses gave evidence. Transcripts can be viewed on the inquiry publications
page of the Committee’s website.

Monday 26 November 2018
Melanie Dawes, Permanent Secretary, Jo Farrar, Director General, Local
Government and Public Services, and Alex Skinner, Director, Local
Government Finance, Ministry for Housing, Communities and Local
Government

Q1–183

Published written evidence
The following written evidence was received and can be viewed on the inquiry publications
page of the Committee’s website.
LGS numbers are generated by the evidence processing system and so may not be complete.
1
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2
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3

The Health Foundation (LGS0007)

4

Institute of Revenues Rating and Valuation (LGS0005)

5

Local Government Association (LGS0002)

6

SIGOMA (LGS0001)

7

UNISON (LGS0006)
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