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The financial context



Reducing funding | Financial sustainability of local 

authorities 2010-2015



Reducing funding | Changing spending power 2019-20



Reducing funding | LG finance settlement

• “For the first time ever, I offer a guaranteed budget to every 

council which desires one and which can demonstrate 

efficiency savings – for next year, and for every year of this 

Parliament.” 

(Secretary of State WMS statement on the settlement)

• “overall local government spending is forecast to be higher 

in cash terms by 2019-20 than in 2015-16” 

(Spending Review)

• £40.3 billion rising to £40.5 billion

• “A settlement that maintains the financial resources 

available to councils in 2020 at around the same level as 

they are today” 

(Secretary of State WMS statement on the settlement)

• ‘Core spending power’ down 0.5% from £44.5 billion to £44.3 billion
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Declining performance | NHS finances

https://www.theguardian.com/politics/live/2017/may/03/general-election-2017-official-campaign-begins-politics-live
https://www.theguardian.com/politics/live/2017/may/03/general-election-2017-official-campaign-begins-politics-live


Demand



Overview | Demand pressures on local services

The population is ageing, putting pressure on 
health and social care services

Source: Office for National statistics 2012-based population projections for England

Source: Department for Education
Source: NAO analysis of Office for National Statistics 2011 census data
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Declining performance | NHS finance & access 

to treatment

https://www.theguardian.com/politics/live/2017/may/03/general-election-2017-official-campaign-begins-politics-live
https://www.theguardian.com/politics/live/2017/may/03/general-election-2017-official-campaign-begins-politics-live


The answers?



Overview | Ongoing reform and change…

• Integration of health and social care by 

2020, including the continuation of BCF

• 100% business rate retention 

• STP process

• Devolution 

Overview



Integration | Rising delayed discharges



Integration | PAC’s view of progress

• DH & DCLG do not know what is the most 

effective balance of limited funding across 

health and social care.

• Unconvinced that sustainability and 

transformation planning will succeed where the 

Better Care Fund has failed

• Sustainability and transformation planning is 

neither inclusive nor transparent enough



100% business rate retention | Self-sufficiency 

by 2020
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Financial self-sufficiency | Change in capital 

spending

• Aggregate capital spend 

up by 5.4%; more rapid in 

non-fixed assets:
• 21% growth in financial 

support – ‘on-lending’ of 

PWLB loans

• 16% growth in 

intangible assets

• Lower growth in fixed 

assets:
• 10% growth in land and 

buildings

• 3% growth in 

construction, conversion 

and renovation

• 0% in plant, vehicles and 

machinery 



STP process | King’s Fund key messages

• STPs need to become coherent plans and be clear on top priorities in each area

• Transforming services provided in the community should be a high priority in all 

areas.

• The next iterations of STPs should focus on those proposals that offer most 

potential for improving care while also helping to bridge the financial gap in the 

NHS and social care. 

• These proposals must be taken forward within the known constraints of funding 

and workforce.’

• Additional investment and earmarked funds required to support transformation and 

to cover the double running costs of large-scale transformation. 

• The most urgent priority is to recognise the claims of social care, which is already in 

crisis and is adding to the significant pressures on the NHS.

Overview



Overview | Devolution: public service reform & economic growth

Government’s devolution to local places increasingly covers growth and local services (e.g. health, social 

care). Greater Manchester wants an integrated approach, in which local people’s dependency on services 
is reduced and where the proceeds of economic growth are retained locally. 

Pooled funding

Multi-agency responsibility

Multi-year certainty

Joined up thinking

Local autonomy

Regional 

Growth Fund
City Deals

Growth Deals

Devolution 
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Community 
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Transfer of 

Public Health

Better Care 

Fund
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Devolution

Responsibility for 

health services, and 

for growth, enabling 

an integrated ‘whole 

system’ approach. 

Police, fire  and 

criminal justice 

folded in. 

Public 

service 
reform

Discrete funding streams
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Conclusion | Challenges for the future

• Further spending reductions until 2019-2020

• Demand increasing

• Variability increasing and will continue

• Greater uncertainty with 100% business rate 

retention & Brexit implications

• Securing public acceptance of major changes to 

local health and care

• Changing accountability when funds are 

generated locally
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Thank you

All reports are available at www.nao.gov.uk

Follow the NAO on Twitter @NAOorguk

Sign up for email alerts with NAOdirect

View our blog https://www.nao.org.uk/naoblog/

Please contact Aileen Murphie with any further questions

Aileen.murphie@nao.gsi.gov.uk

http://www.nao.gov.uk/
https://public.govdelivery.com/accounts/UKNAO/subscribers/new
https://www.nao.org.uk/naoblog/
mailto:Aileen.murphie@nao.gsi.gov.uk

