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A Fair Future?
The true impact of funding reductions on local government 
Executive Summary
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Funding lost per head at 2012
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This latest SIGOMA publication aims to identify the true impact that the Coalition Governments' funding cuts and welfare reforms will have in the future and demonstrates their disproportionate impact on the most vulnerable. 

Why SIGOMA authorities need support

When the Coalition Governments deficit reduction programme was announced it committed to tackling the financial crisis in a fair way, to address educational inequality, to prevent ill health and to support sustainable growth spread across all regions.  Statistical evidence clearly demonstrates that SIGOMA authorities fall behind in the very areas that the Government stated it wished to make improvements;
· 7 out of every 10 SIGOMA residents live in the top 20% most deprived areas

· GCSE achievement continues to be below average

· Life expectancy in SIGOMA areas is 2 years less for men and 1.6 years less for women, compared to the average for England.
· Unemployment rates are 2% above the England average
Despite this, during the 3 years prior to the 2010 budget cuts, SIGOMA authorities lost £1,835m in funding.
· £618m lost in Formula Grant damping
· £1,217m behind target in PCT funding allocations

London and South East gained £4,689m over the same period
Impact of the Government’s reductions in Funding

The cuts that began in year during 2010 and have continued through to today, undermining the claim from Government that “we’re all in this together”. 

The Government’s own analysis showed that the settlement of 2011-12 had the hardest impact on the most deprived authorities whilst the better off suffered the least, and in fact actually gained in some areas:
· In 2011-12 SIGOMA had a 7% reduction in spending power compared to an average of 4.6% for all local authorities

· In 2012-13 SIGOMA had a 4.2% reduction in spending power compared to an average of 3.2%
Topslicing of grant to fund initiatives such as the New Homes Bonus and Council Tax Freeze grant has seen further losses in overall funding for SIGOMA authorities. For example:
· Over £74m lost for SIGOMA authorities due to New Homes Bonus in contrast to the majority of gains being made in the south.

· Council Tax Freeze Grant has lost SIGOMA authorities some £118m with little hope of being able to ‘catch up’ when the funding falls out.

SIGOMA authorities have also seen continuing losses in health funding. The 2012/13 3% increase for all PCTs perpetuated the funding gap that SIGOMA authorities inherited from previous allocations that were behind the needs–based targets.
The overall impact of these decisions has been most detrimental to those areas least able to support themselves.
· In the last three years, £235m has been added to the budgets of London and the South East

· SIGOMA authorities represent 15 out of the top 20 worst hit authorities.
Sharing the burden? – The cumulative impact of funding and cuts by region 2010-2012
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Funding under the New System
2013/14 saw the continuation of reductions and more significantly the introduction of a new system for funding local government that is now dependent on the ability of individual authorities to grow businesses and build houses.
A 2 year settlement saw further disproportionate cuts in funding and the ‘locking in’ of previous damping impacts.

Percentage Reductions in Spending Power 2013-15
	
	2013/14
	2014/15
	2013-2015

	National Average
	1.33
	3.39
	4.51

	Counties
	1.62
	2.40
	3.89

	London
	0.84
	3.42
	2.87

	SIGOMA
	1.10
	4.60
	5.06


* including efficiency support grant and public health grant.
Of more concern are the impacts that the new system will have in the future when;
· Business Rate income will need to keep pace with Government estimates – the new system assumes 3.1% growth for all in 2014/15 

· Those authorities dependent on RSG will be hit harder by further Government reductions
· The localisation of Council Tax benefit and continuing control over Council Tax increases will provide little opportunity to raise local resources
· New Homes Bonus will continue to redistribute resources to more prosperous areas who under the new system now keep the increases in Council Tax of new homes – they effectively get the funding twice
What Might the Future Hold?
Now we have the new system in place, SIGOMA has modelled the impact that this will have on our funding levels over the coming years based on some prudent assumptions.

The picture is clear, in short;
The poorest regions and the poorest in society will pay whilst others gain

· 42 of the 45 SIGOMA members will see funding reductions greater than the national average

· 10 SIGOMA authorities would be in a group losing 20% or more of funding
· Some authorities are already estimating Business Rate yields below that anticipated by the Government, and will lose funding as a result
But it is not just cuts in Government funding that will hit those least able to manage. The impacts of the Government welfare reforms will also begin to be seen which will inevitably hit the same areas.
Recent research has identified that:
"A key effect of the welfare reforms will be to widen the gaps in prosperity between the best and worst local economies across Britain." 

The report projects that by 2014-15 the annual impact of welfare reform could be a loss of £470 per head of working age population. On the same basis, we calculate the average loss for SIGOMA authorities to be £570 per head.
The overall future impact
If the impact of funding cuts and welfare reform are combined, the unfair distribution of cuts is clear, shown by the heat map of our estimated £ per head impact.
 









Combined impact in 2017-18, welfare reform and local government finance.
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Stop the Growing Divide Between the


More Prosperous and Weak Economies





SIGOMA calls on the Government not to turn its back on those towns and cities that have made this country wealthy but to help regenerate such areas before the impacts of current policies become irreversible.





SIGOMA asks the Government to provide a rational measure of the holistic impact of their policies and to engage meaningfully with those most affected, to deliver a method for redressing the current unfair imbalances.
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� ‘Hitting the poorest places hardest: the local and regional impact of welfare reform’, Christina Beatty & Steve Fothergill, Sheffield Hallam University







