DOING even MORE
WITH EVEN LESS

Generating and safeguarding sustainable revenue
at borough level
Update - Spring 2017

Future of London is an independent notfor-profit policy network focused on the
challenges facing regeneration, housing,
infrastructure and economic development
practitioners in the Capital. We are a
borough-led membership organisation with
a number of external partners, which provides top career development, expert-led
policy research, topical networking and
speaker-led events.

Countryside is a leading UK home builder
and urban regeneration partner with
operations in London, the South East, the
North West and the Midlands. Countryside
has been working in partnership with local
authorities, housing associations and government agencies for more than 30 years,
undertaking more than 45 regeneration
schemes, and has promoted and delivered
award-winning new developments on strategic sites in London and the South East.

GVA is the UK’s leading and most diverse
real estate advisory-led business. Headquartered in London, the company offers
its clients a service that spans the entire
property lifecycle from strategy and planning, through to delivery and management.

INTRODUCTION
London’s public sector is under tremendous pressure. This briefing – an
update and companion to Future
of London’s 2016 Doing More with
Less conference – explores how local
authorities in particular are delivering on increasingly ambitious targets with less money and fewer staff.
These challenges and approaches
are shared across our network; other
types of organisations are touched on
in the full conference summary.
The biggest challenge local authorities face is, of course, budget. In the
2015 Autumn Statement, then-Chancellor George Osborne announced a
further 24% cut in core funding on top
of the 44% experienced by London
local authorities since 2010. Cuts
are set to continue into the 2020s; in
his Spring 2017 Budget, Chancellor
Philip Hammond argued that continued austerity was the only responsible
course of action in the context of EU
withdrawal.
By 2020, local authority combined
capital and current spending is estimated to be at its lowest level as a
share of the economy since 1948.

The Local Government Association
predicts an “extremely challenging”
period for councils, who are facing
a £5.8bn funding gap by 2020. Although authorities can work to plug
this funding gap through increasing
council tax to support social care
and can retain up to 100% of business rates from 2019, there has been
some uncertainty and concern around
how this will work.
As well as radical changes to how
they are funded, local authorities are
also coping with the most rapid and
complex growth in London’s recent
history. In early 2015, London surpassed its peak population of 8.6m
and by 2050 is set to reach 11m. Although growth links to economic success, it also brings greater demands:
The capital’s housing crisis took centre stage in the 2016 mayoral election
and councils are delivering services
for a population that is more diverse,
unequal and has greater needs than
ever.
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In sum, London boroughs are making
ever more difficult decisions given the
scale of the cuts already absorbed.
Many are becoming more focused,
entrepreneurial and innovative. These
changes raise important, and at times
difficult, questions about their future
role, their relationship with residents
and businesses, and how they can
ensure they have the skills needed to
achieve good growth.
Future of London will continue to track
this evolution, and welcomes your input.

Whatever the broader impacts of
Brexit, the demand for affordable
housing, school places and effec-
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tive local services will remain. Future
of London’s 2013 ‘Doing More with
Less’ report showed that many local
authorities were making changes to
meet these challenges, including seeking efficiencies like cross-boundary
working or changing how they deliver
discretionary services, e.g. by transferring them to communities.
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Context: London boroughs under pressure
Theme 1: Ongoing cuts in
core funding
Local authorities have suffered the
biggest cuts of any part of the public
sector. Between 2010-11 and 201516, London Councils calculates that
local authorities’ core funding fell in
real terms by 45% on a like-for-like
basis. Over the same period, departmental spending fell by 10% and total
public spending by 2%. There will be
an estimated 70% reduction in boroughs’ core funding in the decade
from 2010.
Headline figures mask many nuances. Local authorities have over 1,000
statutory duties and those not protected by statute have taken the biggest
hit. Centre for London’s 2015 review
showed that areas such as planning,
development, culture and housing have
had cuts of 20-50% despite the fact
that in the medium to long term, they
generate additional tax revenue. Core
functions such as social care have
stayed more or less level in absolute
terms from 2010-15, but a growing
and more needy population means per
capita expenditure is falling.

Theme 2: A growing
population with more
complex needs
Recent population growth means there
is already a significant shortfall in
most forms of social infrastructure, with
London facing a shortage of 78,275
primary school places and 34,835
secondary school places by 2020.
Overcrowding on public transport is at
record levels, Crossrail is likely to be
nearing capacity the day it opens in
2018, and Crossrail 2 is not due until
2033, at an (as yet unfunded) cost of
around £32bn.
London’s population is set to continue to grow further to around 11m by
2050 (GLA Intelligence 2016). The
capital’s increasingly complex demographics are already creating additional service burdens with higher
proportions of short-term residents,
more young and old residents, more
multiethnic residents and significant inequality on all measures.

Each borough faces unique challenges
based on its demographics, funding,
land ownership, infrastructure needs
and politics. The pace of change, for
many years focused mainly in inner
London has now spread to the outer
boroughs, particularly in the east.

Theme 3: Emerging city
devolution
England’s local government finance
system is one of the most centralised
in the world. As the London Finance
Commission noted in its original report, “barely 7% of all the tax paid
by London residents and businesses
is retained by the Mayor and the boroughs. The equivalent figure in New
York is over 50%”. Unlike devolved
authorities Scotland, Northern Ireland
and Wales, London’s local authorities and Mayor have had to appeal to
Whitehall for funds and approval to
proceed with many initiatives.

calities in different ways. “In this context, reliance on property taxes, and
in particular the retention of business
rates, is inadequate as a full devolutionary solution”.
Such calls for further devolution have
been acted upon, at least in part. The
Spring 2017 Budget gave devolution to the capital a new boost with a
London devolution deal; the GLA and
boroughs will be granted additional
powers over transport, infrastructure,
health, criminal justice, skills and employment.

“[any] devolution that can help
strengthen local economies to
make them more resilient to the
adverse impacts of Brexit must be
encouraged. As London boroughs
all differ in their make up, the impact of Brexit is likely to be different
across London. Therefore further
devolution could help local authorities respond quicker to the needs of
their residents and business communities...”

At the same time, it has been the aim
of successive governments to push responsibility and spending downward,
recognising that locally coordinated
efforts often achieve better outcomes
than siloed attempts from the top.
Future of London’s 2013 report described how the Localism Act has
affected local authorities. Since then
there has been further reform, with
business rates to be retained locally at
the latest by 2020 and local authorities being allowed to raise council
taxes by an additional 2%, with the
increment ring-fenced for social care.
The 2016 Autumn Statement confirmed devolution of the Adult Education Budget and the Work and Health
Programme post-2019.
Brexit considerations have offered another opportunity for discussions with
central government. Both the London
Finance Commission and the Mayor
and London Councils have proposed
more radical, and in their view, more
effective reforms. As argued by the reconvened London Finance Commission
in its January 2017 report, the postreferendum context makes the case
for further devolution “more acute” as
uncertainties are likely to impact lo-

(LB Harrow, LFC 2017)

“Ultimately the ambitions of London’s government, like those of the
LFC, lie in a broader approach to
fiscal devolution that would allow
the management of risk, economic
growth and fiscal reform through
a balanced package of devolved
revenue streams.”
(LFC 2017)

Theme 4: Shifting central
government policies
However, no matter how much devolution occurs, local government is
still tasked with implementing many
central government policies, which
has implications for resources and the
ability to design local approaches
to local needs. Notable examples include:
•

Housing: Policy changes have
included mandatory rent reductions for all affordable rented
housing, enforced council-house
sales and extending the right to
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buy initiative. Many see these as
changes that undermine, rather
than support, the development
of additional supply needed in
London.
•

Welfare reform: Policies including the benefit cap, universal
credit, pay-to-stay,

•

changes to disability benefits and
local allowances are already having a disproportionate impact on
some London boroughs. LB Brent,
LB Ealing and LB Newham have
been amongst the local authority
areas with largest absolute loss
attributed to reform.

•

Education: Considerable changes to how local schools would
be controlled and funded were
announced in the 2016 Budget.
The release of schools from local
authority control and the process
of transitioning to academies
by 2020 was outlined, however
plans are yet to be finalised.

Estimated real terms changes (%) to public spending

2010-11 to

2019-20

Projected expenditure on service
2010-2020 London local government

REsponding to challenges
Understandably, the early reaction of
many councils to cuts in core funding was to streamline operations and
improve efficiency, reduce discretionary services, raise fees and charges
where possible and use their reserves
judiciously. As noted in Future of London’s 2013 report, some councils
were making more transformational
and innovative changes. As we enter
a new, tougher phase of cuts, more
councils are taking this path.
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This isn’t just about improving the
financial sustainability of boroughs,
but shifting the relationship with and
expectations of residents, businesses
and community groups. To do that,
they are adopting a range of strategies:

Better responding to user
needs and managing
demand:
Local authorities are using a range of
tools to understand trends and iden-

tify where demand can be reduced
or eliminated through proactive or
early intervention. Although requiring
up-front investment, these approaches
offer long-term benefits. Approaches
include:
•

Using accurate data and
modeling to develop a better
picture of current and future
needs and redesigning services
accordingly. The new London
Borough Data Partnership
develops better ways of using

the immense amount of available
information. For example,
Islington is taking a boroughwide approach to data sharing/
analysis activities and plans to
link its service user data across
the organisation.
•

•

•

Engaging with communities
and businesses to prioritise
investment, value services and
assess which services could be
changed or resourced externally.
Notable examples include
Newham’s Budget Challenge and
Southwark’s Budget Consultation.
Designing approaches where
communities and businesses can
help themselves. This includes a
range of digital-first initiatives
being implemented across the
capital.
Developing user-centered service
models by commissioning on the
basis of outcomes, involving users
effectively and breaking down
departmental silos particularly for
citizens with multiple needs who
may not meet the threshold for
any one service but as a whole
present a clear case for support.

London’s current income from
central government grant

Collaboration, cocommissioning and
partnership working:

outsource significant parts of
the council or partner with other
councils. A key part of this has
been Barnet’s joint venture with
Capita – Re (Ltd.) – set up in
2013 to deliver built environment
and environmental health services
for borough residents and able
to trade across the UK. Although
controversial, it has reported
savings of nearly £40m.

Local authorities are working together
or with agencies to deliver services,
reduce duplication, and pool resources, knowledge and expertise. Four
broad approaches have been taken:
•

Sharing staff: Following the
trail blazed by the tri-borough
arrangements, Newham and
Havering have combined several
back-office functions including HR,
IT, Fraud and Legal into a new
company that is also now serving
Bexley’s finance team. RichmondUpon-Thames and Wandsworth
are planning to share staff and
procurement from 2017.

•

Sub-regional co-commissioning:
boroughs have formed a range
of sub-regional partnerships to
support the commissioning of
better services and provide a
further basis for devolution. For
example, central London boroughs
commissioned Working Capital,
an innovative employment support
programme for the hardest-tohelp. West London Alliance has
also piloted a mental health and
employment service.

•

Partnering with social businesses
and others to deliver services:
Some councils are inviting
voluntary, third or private-sector
entities to bid on a range of
services from libraries to planning
services. In 2010 Barnet Council
commenced the ‘One Barnet’
programme which sought to

•

Public sector partnerships: The
most significant example is the
£5.3bn Better Care Fund which
supports the NHS and local
authorities to provide integrated
health and social care to better
meet patient needs and reduce
unnecessary hospital admissions.

•

Pathways to employment:
Lambeth, Lewisham and
Southwark councils are working
together with a voluntary sector
provider, Tomorrow’s People,
and the Jobcentre Plus district to
provide more integrated services.
The pilot works with Universal
Credit claimants with complex
employment support needs. It is
administered by integrated teams
of Jobcentre Plus, Tomorrow’s
People and council staff based in
one Jobcentre in each of the three
south London boroughs. Pathways
is proving to be around five
times more successful at getting
people with complex needs
into work than existing national
programmes. The teams are able
to address a range of issues that
the claimants present, including
housing, health, education and
skills, debt and financial advice.

Health and social care integration in
Kensington & Chelsea, Hammersmith &
Fulham and Westminster
Case study: “Mr Andrews (name changed) has dementia with some
challenging behaviour. He lives at home and is at risk of self-neglect when he refuses to engage with support services. A community
matron now supports him to maintain his overall physical health,
while social care provide their package of care. He attends local
day care where staff monitor his day-to-day health and liaise with
Rapid Response Nurses should they notice any deterioration, providing a quick alternative to admission to hospital. The integrated team
around Mr Andrews has enabled him to retain a safe level of independence in an environment that he is comfortable in.”
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Several initiatives combine a number
of the above approaches, in a new
wave of user-centred integrated service delivery.

New BIDs in London since 2013.
Source: adapted from GLA and Ordnance Survey data.

Pursuing growth:
In contrast with other parts of the
UK, London’s economy and population have been growing significantly.
Given that increasing proportions of
revenue may be growth-linked, local
government is pursuing growth-oriented opportunities via:
•

Actively pursuing inward
investment and supporting
business start-up and growth,
including through the more than
50 Business Improvement Districts
now in the capital.

•

Re-designating low-intensity land
uses for mixed use and housing.
For example, LB Bexley’s Growth
Strategy sees 22,000 new homes
and 10,000 new jobs provided
mainly on industrial land in the
north of the borough.

•

Continuing to allow density of
most new planning permissions
above London Plan guidance.

•

Lobbying for additional transport
connections to unlock low-intensity
areas. For example, Crossrail 2 is
expected to unlock up to 200,000
new homes.

•

Using land strategically to support
growth. For example, in February 2017 Haringey announced
Lendlease as its 50/50 joint
venture partner to develop scores
of council-owned sites, capture

value for the borough and make
sure delivery serves local priorities while maintaining council
ownership. The vehicle will deliver
5,000 homes plus considerable
retail and office-led opportunities
at a value of around £2bn.
•

•

Directly building new council housing (boroughs include
Islington, Barking & Dagenham,
Haringey and Southwark).
Creating council-owned housing companies. Council-led
PRS development enables borrowing beyond the Housing
Revenue Account caps and
mixed-tenure development can
cross-subsidise affordable homes.
(Boroughs who have opted for this

approach include Newham, Ealing and Barking & Dagenham).
•

Funding the infrastructure needed
for growth through a Tax Increment Financing model. This has
been used to help pay for the
Northern Line extension to serve
the Nine Elms development in LB
Wandsworth.

•

Participating in growth initiatives
and funding such as Housing
Zones and the London Land Commission.

Increasing fees and charges
Although it can be politically challenging, boroughs can raise income
through fees and charges. Some inner
London local authorities cover much

Is tri-borough working?
Since 2010, Westminster, Hammersmith & Fulham and Kensington & Chelsea have been working on a process of sharing staff, commissioning and improving services. The majority of services are now shared and
significant savings (identified as £47m by 2016/17) have been made including through significant reductions
in staff as well as reduced duplication and contractors offering reduced rates for the increase in volume.
Following the 2014 change in administration in Hammersmith & Fulham, Lord Adonis was asked to review
the arrangements and concluded that joint working had delivered benefits but that changes to the operating model, enabling infrastructure (including contracts), accountability and decision-making were needed to
make the most of the potential.
The commitment of members and staff was key to making the arrangements successful. In 2016 two of the
three boroughs received Ofsted’s first single-inspection framework “outstanding” rating. It is clear that further independent work is needed to assess the tri-borough initiative and move forward. Planning and Housing directorates, for instance, have not been integrated, partly because boroughs have wanted to maintain
direct control of these political areas of work.
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of their highways and transport costs
through parking charges. On the development side, some 45% of major planning applications in London

are now submitted under a planning
performance agreement that lets the
borough recoup costs while providing developers with improved service.

There have been calls for devolved
planning-fee rates from both local authorities and developers.

Key questions:
As organisations undergoing massive
internal change while trying to support growth, make better places and
help vulnerable residents, London’s
local authorities face stark challenges
and complex opportunities. Key questions arising from our review include:

How will residents and
businesses react to the
changing role of Local
authorities?
Boroughs provide vital services to their
communities. Parks, libraries, street
lighting and cleansing and many
other services are valued and visible
reminders of why citizens and businesses pay taxes. If local authorities
are unable to provide these at current
levels, how will residents and businesses react? Will the shift to more
locally-generated revenue increase
accountability? How will increasing
commercialization and a pro-growth
focus be viewed locally and politically
particularly in those areas of the city
which have little recent experience of
it?

How will local authorities
gain, retain and develop
the skills to meet these
challenges?
With staff such a significant part of
costs, many local authorities have
reduced headcount. Those leaving include many experienced officers, and
those who remain have an ever-greater range of responsibilities. Most officers are motivated by a strong sense
of public service, but are now being
asked to act and behave differently,
and in some cases more commercially. How can local authorities develop
the leadership skills and cultural shift
needed to adapt successfully?

What will devolution look
like in London?
London has the same population as
Scotland and Wales combined, but
far fewer powers. The London Finance
Commission has shown how greater
local control over taxation could provide significant economic benefits,
and further devolution is key to helping local government manage Brexitrelated uncertainties and transitions.
However, devolution of services and
systems takes time, whatever the government timeframes. It will also require political will at various levels to
enact the cultural and legal changes

necessary to make it work well, and
elections will be upon us again soon
enough. London will need a cohesive
vision and unprecedented cooperation
to agree a new regime.
Boroughs’ new reliance on business
rates could also prove costly – even
fatal – to thousands of independent
businesses, as rates relief for SMEs
is increasingly held up against the
secure income of larger (tax-paying)
chains. Demonstrating the value of
small business will be key.

How will different parts
of London’s government
work together when more
funding is raised locally?
As a greater proportion of local authority income starts to come through
council tax and business rates, there
is potential for negative impacts in
more deprived boroughs, where needs
are greater and values lower. At the
same time, expenditure on key services such as temporary housing is
accentuated in high-value parts of the
city. Can – and will – local authorities
help redistribute resources to sustain
a fair city and make better use of
resources? Can some of the existing
or nascent bilateral arrangements be
extended, and is there a role for the
GLA in enabling these transfers of resources and responsibilities?

Final thoughts
London boroughs are undergoing perhaps the largest funding upheaval in
their 50-year history. Within a highly
centralised political system, they will
need to raise the majority of revenue
locally while navigating one of London’s – and the UK’s – fastest and
most pronounced periods of change.

While devolution may seem to hold a
lot of the answers, as LFC Chair Tony
Travers put it, “be careful what you
wish for.” The opportunity for greater
local control and partnership working
comes with considerable change, risk
and uncertainty.

Future of London’s review of current
and coming changes indicates that by
the end of the decade, not only will
authorities be doing even more with
even less, they will be doing things
quite differently – and doing different
things altogether. Stay connected as
we track these sector-changing developments.
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