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 Debate on local government funding  
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KEY MESSAGES 

 

 Councils are uniquely placed to build communities that are inclusive, cohesive and 
promote people’s life chances. They do this by tailoring more than 800 local services 
to the needs of their residents, creating solutions to specific, local challenges. 
 

 Local authorities will face an overall funding gap of £3.1 billion in 2019/20, which we 
estimate will rise to £8 billion by 2024/25. The pressures are particularly acute in 
adult social care, children’s services and homelessness support. 

 

 Investing in councils will have a positive effect on wider economic growth and the 
public finances. Research suggests that putting money into infrastructure and 
services such as social housing, local roads, and green spaces is good for the overall 
economy.  

 

 The extra funding in the 2018 Budget showed that the Government is listening to our 
call for investment to ease some of the pressure facing local services next year. This 
included an additional one-off £650 million for children’s and adults social care, and 
£420 million for roads funding.1 
 

 There was new money included in the local government finance settlement for 

2019/20, including £20 million to ensure no changes to the New Homes Bonus 

threshold. The Government also made an extra £16 million available through the 

Rural Services Delivery Grant, and cancelled ‘negative Revenue Support Grant’.2  

 

 It is vital that the Government uses the 2019 Spending Review to deliver truly 

sustainable funding for local government. Investing in local services is good for the 

nation’s prosperity, economic growth and overall health and wellbeing. 

 

 

 

mailto:Thomas.leighton@local.gov.uk
mailto:Thomas.leighton@local.gov.uk


 

2 

 

FURTHER INFORMATION 
 
Local government funding  
 
Councils will face an overall funding gap of £3.1 billion in 2019/20, which we estimate 
will rise to £8 billion by 2024/25. This gap reflects the minimum funding needed to sustain 
services at current levels and does not assume the reinstatement of services that have 
been cut, or significant service improvements. The pressures are particularly acute in 
adult social care, children’s services and homelessness support, as outlined below (and 
in table 1). 
 
Our latest analysis demonstrates the pressures facing some of the most in-demand 
services:  
 

 adult social care faces a funding gap of £1.03 billion in 2019/20 and £3.6 billion 
in 2024/25; 
 

 children’s services face a funding gap of £949 million in 2019/20, and £3.1 billion 
in 2024/25; 

 

 homelessness support (including temporary accommodation) faces a gap of 
£110 million in 2019/20, and £421 million in 2024/25; 
 

 Public health faces a gap of £473 million in 2019/20, and £655 million in 2024/25. 
 

The extra funding in the 2018 Budget showed that the Government is listening to our call 
for investment to ease some of the pressure facing local services next year.3 This money 
is welcome but is not sufficient to bridge the gap in 2019/20, and as one-off funding, 
does not address the long-term pressures facing local services. 

  
There was some further one-off funding from central government included in the local 

government finance settlement for 2019/20. This includes up to £20 million to ensure no 

changes to the New Homes Bonus threshold, and £152.9 million to cancel negative 

Revenue Support Grant. The Government also made some additional money available 

through the Rural Services Delivery Grant, and returned £180 million of top-sliced 

funding to councils from the business rates retention levy.4 

 

We are pleased that the Government has listened to our concerns and is providing an 

emergency injection of £350 million for SEND over the next two years.5 However, it will 

only partially address the pressures councils face in providing SEND support this year.  

Councils are facing a high needs funding shortfall funding gap which could rise to £1.6 

billion by 2021. 

 

It is absolutely vital that the 2019 Spending Review delivers additional funding for local 

government. This would go some way to enabling councils to play a full part in the 

prosperity of the nation, support the delivery of the ambitions set out in the NHS Plan 

and through preventative work, reduce the wider costs on public services. 

 

Supporting economic growth  

  

Investing in councils will have a positive effect on wider economic growth and the public 

finances. Research suggests that putting money into infrastructure and services such as 

social housing, local roads, and social care is good for the overall economy. 

 

Social housing should be seen as a national economic and social asset. Investment in 

social housing generates economic benefits which are greater than the value of 
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investment. In the short term, housing can provide swift returns for local economies, with 

every additional £1 of investment in construction generating an extra £2.84 of economic 

output and 56p of tax revenues.6 With a long-term view, national investment in building 

100,000 council homes a year could begin generating financial returns within four years, 

and over 50 years generate a saving of 0.35 per cent of GDP.7  

 

National strategic roads are seen as vital to the prosperity of the country, and the same 

should apply to our local roads network. The Government is currently spending 52 times 

per mile more on maintaining our national roads – which make up just 3 per cent of all 

roads – than on local roads, which are controlled by councils and make up 97 per cent 

of England’s road network.8 Research shows that this funding imbalance is holding back 

economic returns. A 2015 study found that a strategic approach to local roads which 

involved a significant up-front investment over the first five years, would generate 

benefits of between £6 and £7.5 for every £1 spent.9  

 

If we are to prevent people from requiring costly treatment on the NHS, greater 

investment is needed in the local amenities and services which contribute to good health 

and wellbeing. Access to parks for leisure activities has been proven to improve both 

mental and physical wellbeing. The costs involved with these provisions locally are far 

less than the costs of treating people in hospital. Parks and green spaces across the 

United Kingdom provide people with over £34 billion of health and wellbeing benefits, 

and are estimated to save the NHS around £111 million per year.10   

 

Raising revenue 

  
Business rates 

Business rates is a local tax, raised from local businesses, which is spent on local 
services across the country. Alongside council tax, business rates represent the largest 
source of income for councils.11 In 2018/19 business rates are forecast to raise a total of 
£24.8 billion, of which about £12 billion is expected to be retained by councils under the 
current 50 per cent business rates retention scheme. Councils want to see a reformed 
business rates retention system that commands confidence across the public and private 
sectors. In particular, it is crucial that the business rates system is responsive to local 
needs, fair, and incentivises local growth. 

We have long called for further Business Rates Retention. The provisional local 

government finance settlement for 2019/20 announced new further business rates 

retention pilots in 15 areas. These will enable aspects of further business rates retention 

system to continue to be tested prior to implementation by all areas in 2020/21. The 

Government has consulted on further Business Rates Retention and the Fair Funding 

Review. Councils welcomed the opportunity to contribute, and look forward to the 

Government’s response to the points raised in the consultations. We continue to call for 

deprivation to be taken into account by the Government in its review of baseline funding 

allocations for councils based on relative needs and resources. 

Council tax 

Continued flexibility for local authorities in setting council tax levels will give some 
councils the option of raising extra money to offset some of the financial pressures they 
face next year. For shire districts with the lowest council tax levels the new limit does not 
provide any more, or only limited spending power, as they can already increase council 
tax by 3 per cent or more due to the £5 flexibility. 
 

No national tax is subject to a referendum. The council tax referendum limit needs to be 

abolished so councils and their communities can decide how local services are paid for, 
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through the ballot box. On its own, council tax flexibility is not a sustainable solution to 

the funding crisis. Increasing council tax raises different amounts of money in different 

parts of the country, unrelated to need. This also adds an extra financial burden on 

households 

 

 

 

1 https://www.gov.uk/government/publications/budget-2018-documents  
2 https://www.gov.uk/government/collections/provisional-local-government-finance-settlement-england-2019-to-2020  
3 https://www.gov.uk/government/publications/budget-2018-documents  
4 https://www.gov.uk/government/collections/provisional-local-government-finance-settlement-england-2019-to-2020 
5 LGA response to additional SEND funding; https://local.gov.uk/about/news/lga-responds-special-needs-funding-
announcement  
6 https://www.local.gov.uk/sites/default/files/documents/building-our-homes-commun-740.pdf  
7https://d3n8a8pro7vhmx.cloudfront.net/4socialhousing/pages/1/attachments/original/1475255900/SHOUT_Building_Ne
w_Social_Rent_Homes_V3.pdf?1475255900  
8 https://www.local.gov.uk/about/news/lga-responds-pothole-report-rac-foundation  
9 http://www.urbantransportgroup.org/system/files/general-
docs/pteg%20Report%20Economics%20of%20Highways%20Maintenance%20_A%20Bumpy%20Ride_FINAL.pdf  
10 http://www.fieldsintrust.org/revaluing  
11 Further information available at: 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/684793/NNDR1_201
8-19_Stats_release_-_revised.pdf  
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