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DISTRICT COUNCILS' NETWORK 

 

SUBMISSION TO THE APPG FOR REFORM, 

DECENTRALISATION AND DEVOLUTION IN THE UK 

 

Introduction 
 

The District Councils' Network (DCN) is a Special Interest Group of the Local 
Government Association (LGA).  We represent 200 District Councils in 
England on the specific issues which confront them and the communities they 
serve.  It is a cross-party, Member-led Network, providing a single voice for 
District Councils within the LGA and with central government, political parties 
and other stakeholders.  We commission research, provide support to our 
members and share best practice amongst them. 
 
The DCN welcomes the opportunity to provide a written response to the 
APPG for Reform, Decentralisation and Devolution in the UK based on our 
extensive level of input from our local authority members across England. 
Across the country, districts are working with their partners to develop plans to 
bring Devolution to their places and local people. 
 
We hope that the points raised in this paper prove helpful in facilitating future 
discussion on what benefits devolution can bring to shire areas and how this 
can be translated into practical delivery. Our submission focuses on the area 
of local government. 
 
The DCN would be happy to build on the points raised in this paper and 
engage more directly with the APPG enquiry through the oral evidence 
sessions being held over the autumn period. 
 

Local Government 
 
Back in April 2015, the DCN conducted research with its membership to 
outline the appetite for devolution. Of those who responded, nearly 50% 
highlighted that they were considering establishing a Combined Authority. 
What was also clear from the survey was that across the country districts 
have a desire to see a wide range of functions devolved to a more local level, 
from skills to strategic infrastructure. 
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The below response outlines the DCN positions with regard to the three areas 
outlined in the APPG’s call for evidence under the local government theme, 
namely: 
  

- Devolution of legislative and fiscal competence to local authorities 
within the United Kingdom, including in the Cities and Local 
Government Devolution Bill.  

- Governance arrangements for decentralisation. 
- Sustainable funding system for local government.  

 
 

Devolution of legislative and fiscal competence to 
local authorities within the United Kingdom, including 
in the Cities and Local Government Devolution Bill 
 
Functional Economic Areas 
 
The DCN advocates the development of devolution models which reflect 
Functional Economic Areas which make sense to local areas. 
 
There is compelling evidence that effective FEAs are matched to and reflect 
clusters of districts – and even clusters of (parts of) counties, which local 
collaboration arrangements between districts and other partners will bring into 
effect. Such FEAs do not, and will not, sensibly match the historic county 
areas. 
 
Double Devolution 
 
The DCN advocates that the powers being devolved from the centre should 
be granted to the level most appropriate for effective delivery of what those 
powers aim to achieve. That level will differ, depending on the specific issue 
or service area (for example a Strategic Economic Area may be better suited 
that a Functional Economic Area for some functions). We know that central 
government is encouraging Combined Authorities based on scale. However, 
the DCN advocates that specific functions will be more effectively delivered, if 
the decision-making, and the information to inform that decision-making, is 
very local.  
 
The diagram below seeks to clarify how ‘double devolution’ might work in 
practice with regard to different local government functions: 
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Governance arrangements for decentralisation 
 

 No one-size fits all approach 
 
The DCN advocates that local devolution models must be bottom up and 
based on the needs of local areas. The DCN sees the case for a variety of 
devolution models to emerge - based on local conversations and agreements. 
 
As such, whilst the DCN is supportive of the Combined Authority model for 
certain areas, it is also advocating alternative governance models - for 
example Joint Committees. 
 
It may also be that in some areas less formal governance arrangements 
would prove more successful long-term. 
 
The DCN is, therefore, proposing that a set of ‘governance principles’, rather 
than set models be employed to facilitate local areas to develop those 
governance arrangements that best suit their local circumstances.  

These principles could include:  

 One authority; one vote – irrespective of ‘constituent’ or ‘non-constituent’ 
status  

 Clear delineation and separation of functions which are the sole 
responsibility of a single body  

 All representatives able to speak  

 All constituent members have obligations to participate fully in the work, 
backed by an agreed financial contribution  

 All members be treated as equals  
 
. 
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 Mayoral-model 
 
The DCN is opposed to the compulsory adoption of the mayoral model for 
devolution deals. While areas which have an appetite for this model should be 
encouraged to develop it, the geography and diverse needs of non-
metropolitan areas means that this form of governance would be hard to 
implement in county/district areas. 
 
Districts and devolution 
 
The DCN strongly supports the contention that devolution will deliver better 
outcomes for local residents. Not only this, the DCN believes there is a clear 
case that by devolving powers to a more local level, districts can support the 
increase the number houses/speed up housing delivery, increase GVA in their 
Functional Economic Area and support the delivery of efficiencies in the public 
sector. 
 
While it will be for local areas to determine what functions are devolved 
where, and to what level, the DCN has identified a number of key areas where 
it is keen to see the devolution of powers: 
 
Growth:  
The DCN wants to see relevant national funding streams devolved to localities 

for the following reasons: - 

 to facilitate the use of more effective integrated and collaborative 

models; 

 to target collective local resources to deliver enterprise and growth, 

locally-relevant skills programmes and necessary infrastructure; 

 to provide effective and credible options to address the issues of 

scale.  

Areas may include:  

 Regional Growth Fund 

 Developing transport and other infrastructure, including Broadband 

 European Social and Infrastructure Fund 

 Funding for employment and skills (especially for adults) 

 Business Rates retention 

 Housing Investment Fund 

 Inward Investment and Business Support 

 
Financial Independence: 
The DCN wishes, through devolution, to secure maximum financial freedoms 
and flexibilities in order: - 

 to enable more effective decisions and uses of funding to be made with 
partners locally; 
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  to incentivise and generate skills/growth, planning, housing and 
improvements in health/quality of life.  

 
Areas may include:- 
 

 Business Rates – retention/incentivisation, pooling and historic appeals 

 Retention of current New Homes Bonus arrangements 

 Promotion of potential for wider ‘commercialisation’ 

 Ability to borrow – for the delivery of housing, infrastructure and other 

capital investments 

 Planning Fees – greater local flexibility in their setting 

 Housing rent reduction mitigation 

 Council Tax-setting freedoms/Review of Council Tax Subsidy Scheme 

 Self-funding models 

 
Health and Wellbeing: 
 
Securing investment at a district council locality level for the delivery of 
preventative services, which deliver better outcomes in terms of Health and 
Wellbeing locally, at reduced cost to the public purse.  
Potential areas we will concentrate on include - 

 Financial advice and support 

 Affordable warmth 

 Aids, adaptations and equipment – by more effective use of DFGs 

 Handyperson – for small housing repairs 

 Multi-skilled assessors 

 More integrated working with health colleagues 

 

Sustainable funding system for local government 
 
The DCN has lobbied Government for some time in relation to transforming 
the approach to local government finance and decentralising power.  
 
Since June 2010, district councils have experienced reductions in Revenue 
Support Grant (RSG) of between 33%-36%, with expectations of further 
reductions of between 25% and 40% in the forthcoming 25 November 
Spending Review.  While circumstances differ significantly between individual 
councils, RSG/business rates constitutes some 40% of total revenue funding, 
with council tax forming around 40% and ‘other grants’ around 20%. 
 
The below sets out the DCN’s key priorities with regard to ensuring a 
sustainable future funding system for local government: 
 
- Business Rates 
 

 Incentives 
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DCN has previously provided examples to the Government about the 
lack of any real powerful incentive in the current system for promoting 
business growth.  

In order to stimulate business growth, the incentive in the system 
needs to be significant, predictable, and a permanent feature of the 
system moving forward. 

Currently, any growth in business rates is only partly retained until the 
next reset in 2020. This is mainly because of the operation of the 50% 
central share, and the levy. This does not provide the encouragement 
to councils to promote growth and many local authorities would say that 
the system is unfair. 

 

 Local Determination 

A timetable should be established that results in the return of business 
rates to local control. Local authorities should not only be able to retain 
100% of their business rates growth, but should also be able to set and 
retain all of their business rates income.  
 

 Appeals 

Local authorities feel very strongly that the cost of funding appeals 
which date back before the new system was introduced (April 2013) 
should be 100% funded by the Government (as it was Government 
who received the income from business rates during this period). 

     

 2020 Re-set 

The issue of long-term business planning and the artificial business 
rates ‘re-set’ needs to be given more thought to avoid unintended 
consequences – for example, planning and investment decisions 
should not be influenced by how close the decision date is to the next 
re-set, nor should the incentive ‘reward’ be greatly impacted.  
 
There need to be discussions between central government and the 
local government sector about how this issue can be overcome, so that 
economic activity is not artificially stifled. 

 
- Council Tax 
 
DCN has in the past lobbied strongly that the setting of council tax levels 
should be wholly local decisions. However, the current council tax system 
remains subject to significant central control, much of which is enshrined in 
primary legislation.  The Local Government Association paper “A Shared 
Commitment” strongly argues that re-establishing council tax as a local tax is 
in line with the principle of localism and would increase local accountability. 
The DCN fully endorses this position. 

 

 Local Tax Setting 
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The DCN advocates that levels of council tax should be determined 
locally and, therefore, fully endorses the case for the abolition of 
council tax referendum limits.  Nonetheless, if council tax referendums 
are to continue, the DCN would like to see greater flexibility in the way 
in which they are conducted, to ensure that local taxpayers have 
access to information that enables them to make  informed and 
considered choices. 

 

 Council Tax revaluations and Council Tax bands 

Council tax bills in England are based on a register of properties that 
has not been reviewed since it was established in 1991.  Since 1991 
values for new properties have had to be estimated on the basis of 
what they would have been 24 years ago.  Local areas must be given 
the ability to hold revaluations, should they wish. 

In addition, local areas should also be allowed to change the relative 
liabilities of council tax bands and introduce new bands, where the 
existing bands no longer reflect the shape of local housing markets. 

 

- Fees and Charges 
 

 Local Determination 

Fees and Charges for council services need to be determined at a local 
level to provide the opportunity and financial capacity for authorities to 
invest in services that residents, businesses and developers value the 
most.  The DCN acknowledges that these fees need to be competitive 
and represent value for money.   

The DCN is currently developing a model on “benchmarked percentile” 
for planning fees and would welcome the opportunity to present these 
in further detail to the APPG. The localisation of fees and charges 
linked to a “benchmarked percentile” and performance measures would 
provide a transparent mechanism to ensure that unfair subsidisation of 
commercial services by the local council tax payer is removed. 

 

 Flexibility to compete in open market 
Local authorities should be able to freely compete with the private sector 
and free to generate income without ring-fencing or regulation. Examples 
could include: increasing the maximum number of dwellings before an 
HRA is triggered or exemption from Right to Buy for properties held for 
market rent. 
 

- Local Incentivisation Pool 
 

Districts are the local planning and housing authorities and play a key role in 
delivering the Government’s priorities in respect of an accelerated rate of housing 
delivery, and a faster rate of economic growth. 
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Local ‘incentivisation’ funding should be significant in materiality, predictable in 
nature and permanent so that district council investment could stimulate long-
term growth. 

 
To deliver the Government’s growth agenda at a local level, district councils 
are investing in growth by utilising a range of investment streams currently 
available to them, such as New Homes Bonus, Business Rates and CIL/S106.  
These investment streams provide a local ‘incentivisation’ pool and should be 
protected, because these resources are unlocking stalled developments and 
providing much-needed infrastructure.    
 
However, Section 106 agreements and CIL mechanisms alone are not 
providing sufficient resources to fund the infrastructure costs associated with 
many developments.  A new funding model is required to ensure that the 
capital investment needed is available if the Government’s objectives are to 
be met. 
  

 Infrastructure Investment Funding 

The DCN believes that there is scope for additional freedoms and 

flexibilities to enable local authorities to undertake sustainable long-term 

borrowing to invest in essential infrastructure that will enable much-needed 

developments to come forward.   

 
A combination of monies derived from CIL (where in place), S.106 
agreements, TIF or alternative value capture mechanisms, supplemented 
by appropriate borrowing over periods of 20-25 years, would enable capital 
investment in essential infrastructure that would unlock stalled 
developments, which currently lack viability, in the absence of an identified 
source of sustainable capital investment. 

   
However, for local authorities to have the confidence to undertake long-
term borrowing for capital investment, there would need to be certainty that 
loan interest and principal repayments could be met from future funding 
streams produced by the developments the investment facilitates.   
 
That would require discussion and agreement with Government on the 
details, and would need to be binding for the period of borrowing 
undertaken, to ensure sustainability; otherwise the risk of local authorities 
being unable to service the debts in the event of a future change in policy 
would deter most from borrowing to fund the capital investment needed to 
unlock developments. There would need also to be changes in legislation 
to enable a CIL-charging council to be able to borrow against future CIL 
income. 

 
The DCN would welcome the opportunity to discuss this further, if there is 
interest in exploring how this might assist in bringing forward stalled 
developments. 
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 New Homes Bonus 

New Homes Bonus has provided a powerful incentive to planning 
authorities at the development plan preparation stage to encourage the 
construction of much needed new homes.   

 

As the local planning and housing authorities, districts are best placed, 
therefore, to determine strategy for housing growth at a local level.  As a 
result, districts play a leading role in delivering the Government’s priority in 
respect of an accelerated rate of housing delivery.    

 
New Homes Bonus has provided a clear financial incentive for district 
councils, particularly when making what may be difficult local decisions in the 
face of strong local feeling, to increase housing numbers within their Core 
Strategies.  New Homes Bonus has incentivised districts to deliver on this key 
strategic role. 
 
DCN member councils support the return of control of the planning system to 
local people and the findings of research, presented in a Parliamentary 
briefing dated 6th March 2015, confirm that New Homes Bonus payments 
have been found to be “largely matching the distribution of housing need”. 

 
The DCN therefore strongly supports retaining the existing system and 
allocation arrangements for New Homes Bonus, as they continue to act as 
a valuable incentive in achieving the objectives for which the arrangements 
were introduced, as well as providing much-needed certainty of longer-
term funding as the basis for investment. 

 

 HRA Self-Financing 

The introduction of HRA self-financing in 2012 provided the opportunity to 
decentralise power and stimulate local housing growth.  Councils holding 
housing stock were enabled to commit to build new social and affordable 
housing for the first time in 25 years, through locally determined programmes. 

 

 Freedom from Borrowing Cap 

Since the implementation of the HRA Self-Financing mechanism, the DCN 
has lobbied for the borrowing cap to be removed, to enable district 
councils to have the choice to invest in affordable housing for our 
residents. This would help address the shortage of housing, reduce 
waiting lists for housing, create jobs and boost the local economy.  

The borrowing cap takes no account of the council’s ability for additional 
borrowing. Many self-financed HRAs have scope to borrow further, but 
are unable to do so, because of the tight limits imposed by the borrowing 
cap, even though they have secure revenue streams and asset bases 
against which to borrow. 

In addition, the borrowing cap has impeded the delivery of one-to-one 
replacement of Right to Buy in many areas, as there is insufficient 
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capacity to build the replacements, when taking into account the values of 
land in some parts of the country. 

The DCN urges the Government to lift the HRA borrowing cap, to enable 
district councils to make local decisions based on the local housing 
market and the ability of their business plans to support additional 
borrowing to invest in new affordable housing. 

 

 Rent Policy 

 

The HRA self-financing settlement was predicated on each stock holding 

authority developing a 30 year HRA Business Plan. For many districts this 

meant that they entered into new long term PWLB commitments to 

finance their business plans, financed by predicted rental streams, based 

on a clear Government policy.   

 

Stock-holding landlords were required to demonstrate through their 

business plan that they could manage, maintain and replace their stock, 

as required, over the 30 years, whilst also meeting debt interest charges 

and repay the debt over the life of the plan. 

 

The HRA self-financing should ensure the local determination of rent 
policies, to ensure that social landlords are able to meet the needs of local 
housing markets, with a high degree of certainty.  

 

District Councils’ Network and County Councils’ 
Network Summit- 8

th
 October 2015 

 
On the 8th October lead Members from across the political spectrum from both 
the District Councils’ Network and County Councils Network will be coming 
together to agree a joint ambition for devolution in county/district areas. The 
day-long summit will work to outline solutions for how shire areas can work 
together to make devolution work for our communities. The DCN and CCN 
would be happy to share the outcomes of summit with the APPG. 
 

Conclusion 

The District Councils’ Network has a track record of working with central 
government and other partners engaged in providing effective responses to the 
needs of our local communities and business interests. We are fully committed to 
securing sustainable growth in our business and housing markets, as well as 
ensuring that we operate in the most efficient manner possible, and see the 
devolution agenda as opportune to enhance this delivery. 

Should you require further discussion or clarification on any of the points made in 
this submission, please contact Stephen Brown, DCN Director, at 
steve.brown@local.gov.uk or on 020 7664 3049. 

mailto:steve.brown@local.gov.uk
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Cllr Neil Clarke MBE                                               
Chairman                                                                
District Councils’ Network                                       

1 October 2015 

 


