Reshaping local government: The coalition is making local government more powerful, but also poorer and—probably—more unpopular 
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THE rhetoric of the announcements this week about the future of local government was uplifting. Eric Pickles, the Conservative communities and local government secretary, said on December 13th that reforms in a new bill marked “a ground-breaking shift in power to councils and communities”. But the reality of the funding settlement he announced the same day, specifying how much less councils will get in central money over the next two years, was a bleak reminder of the grip Whitehall retains over local authorities, by providing just over half their finance. 

How this tension—between political aspiration and financial fact—is resolved will determine the fate of the government’s ambition to restore more local say in an overcentralised state. Coalition ministers are at one in wanting to hand more power to local authorities in England (other parts of Britain do their own thing). Indeed, they want to go further and empower local residents directly, giving substance to the still-fuzzy idea of the “Big Society” beloved by David Cameron, the Tory prime minister. A guide to the reforms says that decentralisation is “the biggest thing that government can do to build the Big Society”, which Nick Clegg, the Liberal Democrat deputy prime minister, says corresponds to his party’s belief in community politics.

The very fact that such a guide—the work of Greg Clark, the Conservative minister for decentralisation—was published testifies to a worry at the top about getting a clear message across. That is not surprising, since the localism bill is a hotchpotch of reforms. One eye-catching proposal is for 12 big cities, including Birmingham, Leeds and Manchester, to get elected mayors, joining London in having a powerful boss. Another is that councils will be given a new “general power of competence” to act as they think fit in the interest of their residents, rather than having to rely on powers specifically conferred from the centre. And, as already announced, councils will no longer have to comply with regional planning strategies, which previously set house-building targets. 

Residents, for their part, will be able to instigate local referendums on any local issue. Community groups will be given the right to bid to run council services; parishes and “neighbourhood forums” will be able to draw up development plans for their patches. (Theresa May, the home secretary, has already announced a scheme for locally elected police commissioners.)

The best of times, and the worst
There are uncertainties about how some of these plans will work in practice. What happens if, as seems likely, some or most neighbourhoods adopt a nimbyish approach to development? But the direction of travel is clear, and marks a reversal of the centralising trend under both Labour in the past 13 years and the previous Tory government. Over that period once-mighty town halls with distinctive municipal identities (such as Birmingham’s, pictured) withered in influence as councils became more and more the agents of Whitehall, rather than of local people. 

The government’s critics say that what is really being devolved from the centre are painful spending cuts and some of the attendant unpopularity. Including money for policing, total grants to local authorities are to fall from £32.7 billion ($51 billion) this year to £29.4 billion in 2011-12. That is a cut in cash terms of 9.9%; it will be followed by one of 7.3% in 2012-13. Margaret Eaton, a Conservative peer who chairs the Local Government Association (LGA), called it the toughest settlement in living memory. She said that “this level of grant reduction will inevitably lead to cuts in services”. The LGA has estimated that as many as 140,000 jobs will be lost next year.

Local-authority budgets will be somewhat stabilised by receipts from council tax, which finances nearly half their spending and will be frozen. Taking this into account, together with a slice of separate funding from the NHS, the government says that the average cut in budgets will be 4.4% next year. Within the total allocation there are winners and losers, with some councils set to lose as much as 8.9%. (Even that outcome required deft manoeuvring to protect those most reliant on central money from much heftier losses.)

The financial settlement underscores two of the dilemmas involved in decentralisation. The first is that political devolution risks being tokenistic without financial devolution giving councils more power over taxes. For example, local authorities could regain their control over business rates, lost to the Treasury in 1990. 

The second problem is that if councils are given greater fiscal autonomy, it will tend to favour those that are already more self-reliant. For example, the government has announced a “new homes bonus”, which will give local authorities extra revenues for six years if they approve new developments. The idea is that this incentive will prove more effective than top-down plans in stimulating more house-building. But the councils likely to gain will be those in flourishing regions where housing demand is high. 

Mr Pickles will be conducting a review of the structure of local-government finance next year. Tony Travers, of the London School of Economics, thinks its outcome is unlikely to be radical, because of the same pressures that have in the past drawn control over finance and decision-making to the centre. That accretion of power to Whitehall stems not just from the Treasury’s dominance in raising taxes, but also from an old cross-party instinct that many things, such as the level of business rates, are too important to be left to councillors. This government is itself further eroding town halls’ role in education, transferring power to the Department for Education and parents themselves. 

Ministers have also found it hard to resist intervening because of Britons’ fervent if short-sighted dislike of what the media calls the “postcode lottery”, in which access to crucial services varies according to where people live. The political imperative to equalise local resources and outcomes seems unlikely to go away any time soon, making it tough to turn the rhetoric of decentralisation into reality. 

