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The aftermath of any government spending announce-
ment often comes in two waves. The initial announcement 
sees first thoughts, but it can take weeks before the full ex-
tent of the details are recognised.

The MJ and Serco brought together a group of top chief 
executives to get their first thoughts on chancellor George 
Osborne’s Spending Review. 

On the whole, at a 10% cut in local government spend-
ing, the figures were largely anticipated. ‘There were no 
surprises. We started our budget early,’ one council chief 
claimed. 

But, while most of the council bosses around the table 
had the figures broadly right, one even admitted he was ex-
pecting a 20% cut and had already budgeted for 15%. Don’t 
tell the chancellor, he may come back for more cash. 

‘When we started out making cuts, they were simple. 
We were turning things off,’ one chief explains. Now, how-
ever, they are more complicated and it will become harder 
to keep balancing budgets after the latest 10% reduction is 
in place. 

With communities secretary Eric Pickles repeatedly tell-
ing local authorities they can raise their council tax as high 
as they want – as long as they are willing to hold a referen-
dum – we could see some takers when it comes round to 
budget-setting time. 

One of our debaters suggested: ‘We are looking at what 
a 5% increase would be like – and if we could have a refer-
endum “lite”.’

The real surprise was the lack of central government 
financial backing for Lord Heseltine’s suggestions for a 
single pot for economic growth. ‘There was a missed op-
portunity of putting money into growth… we see our main 
role as growing the local economy,’ one chief explained.  

While the Heseltine review called for around £50-70bn 
investment, the actual figure unveiled by the Government 
was £2bn a year for five years – and much of that has been 
redistributed from other local government funding pots. 

One chief commented: ‘There was real disbelief at the 
single pot money – considering it was Heseltine.’ But he 
added: ‘It was a clever trick of government to do competi-
tive bidding – if you lose out it’s not that the Government 
wasn’t putting forward enough money, it is because your 
bid wasn’t good enough.’

The finer detail of the single pot funding remains to be 
worked out – but our debaters were not convinced the Gov-
ernment has the plan fully in place. ‘If you ask BIS how 
this will work they will say the minister will decide in the 
next couple of weeks – which equates to ministers don’t 
have a clue.’

There was also a feeling that ‘what is emerging is new 
government pots and we are expected to spend our money 
in certain ways.’ So while the Government continues the 
rhetoric of freedom, the Spending Review has controlled 
the cash, so councils have the freedom to deliver on central 
government priorities. 

Another debater disagreed and claimed: ‘I think we just 
have to grasp the opportunities’. He suggested his author-
ity had achieved a lot, by just getting on with things without 
waiting for any ‘permission’. He said simply: ‘No one told 
us to stop. Local leadership can be really important.’

The money handed over for social care is, of course, 
welcome, but there is a lot of confusion around the table 

regarding how the system will work and who will ‘pull the 
strings’. 

‘More worrying is that we will spend the next 18 months 
working out the mechanisms and performance indicators 
and I just want to get on with it.’

Another debater was more optimistic.  He said: ‘For the 
first time ever I have a plan of how health will work locally. 
It is not a short-term project – it will take a lot to get it work-

ing properly – and there are some huge obstacles. 
‘We have to change the culture between the Depart-

ment of Health and the NHS – and I don’t see how we can 
crack that.’ He added: ‘The way hospitals are funded is a 
problem. They are funded per patient.’ As acute care trusts 
are run like businesses, it is not in their interest to close 
hospital beds. If the Government wants to make services 
more efficient, and more integrated, there will need to be a 
seismic shift in how the NHS funds acute care. 

One sceptic couldn’t see the shift towards more inte-
grated public services – through health or other bodies 
– as an easy win. ‘Until there is a “duty to work together” 
or a “public sector commissioner”, I’m not sure it will 
happen. Do away with police commissioners in favour 
of public sector commissioners.’

Despite the focus on the Spending 
Review period, what is worrying 

is the long-term future and where 
the sector goes from there
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‘They [the Government] are just trying to get through the 
next two years. The DCLG [Department of Communities 
and Local Government] can only go as far as they amount 
of push they have in Whitehall.’ As we know, the DCLG 
is not one of the big hitters in Whitehall compared with 
the Departments of Health, Education, Work and Pensions 
and the Home Office – the other big players in public serv-
ices. 

‘The thing we don’t know about, in terms of pressure, is 
the impact of welfare reform. Will we be creating dysfunc-
tional families more quickly than the troubled families unit 
are solving them?’ asked one chief executive, while another 
added: ‘Welfare dependency is going to be a huge problem. 
Unless you can get some people into jobs it is going to be 
a huge calamity. We have got to accept there isn’t any more 
money.’

Despite the focus on the Spending Review period, what 
is more worrying is the long-term future, and where the 
sector goes from there. As one debater stated:’ I’m not sure 
anyone has great ideas about what will happen after 2015. 
We need some good ideas.’

Another debater agreed: ‘I’m not sure the current Gov-
ernment – or a future Government – has a plan to get us 
out of this.’

So, are we in a political vacuum, or do we have strong 
central and local government leadership to see us through?

‘We spent the 1980s and 1990s arguing for our demo-
cratic right to freedoms and flexibility,’ one debater re-
minded the table. 

‘Arguing now that we are in a political vacuum and we 
need more central guidance is completely counter to the 
culture the sector fought for. Be careful what you wish  
for.’

‘For me, City Deals are looking less and less attrac-
tive,’ he added. It is financial freedoms in exchange for 
fulfilling the Government’s policies. ‘We are trying to 
have as much freedom as we can to do what we want.’

There are, we hear ‘the beginnings of something’ 
when it comes to joint working between counties and 
districts and when it comes to maximising spend for 
economic growth. But, ‘there is a need to move to a 
much more active sharing of the problem between 
counties and district councils.’

One of our debaters commented on a business-
related event he recently attended, where the business 
leaders were full of praise for the coalition policies – low 
corporation tax, smaller state, a focus on growing the 
economy. He asked: ‘Which voice is most influential; 
those who are “bleating” from a government point of 
view or those who are singing their praises? Maybe lo-
cal government hasn’t been pitching its argument in the 
right way.’

There are opportunities on the horizon. In London, 
there is the possibility of a new financial model. One 
chief stated: ‘I think we will see metro mayors back on 
the political agenda from the big parties. I think we will 
have the restructure of local government straight after 
the next elections. I think we will be in a much more 
fragmented, more mixed picture.’

The Local Government Association does seem to have 
a plan. ‘What [LGA chairman] Sir Merrick Cockell deliv-
ered [when he published the LGA’s Rewiring Public Serv-
ices report] was a collective sector response. Whether it 
is accepted or not remains to be seen. 

‘We have reached an interesting point where we are 
on the cusp of a new agenda.’ n
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