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The 2019-20 Local Government Finance Settlement – Technical Consultation  

Response 

About the District Councils’ Network 

The District Councils’ Network (DCN) is a cross-party member led network of 200 district 

councils. We are a Special Interest Group of the Local Government Association (LGA), and 

provide a single voice for district councils within the Local Government Association. 

District Councils in Financial Context 

District councils in England deliver 86 out of 137 essential local government services to over 

22 million people - 40% of the population - and cover 68% of the country by area.  

District councils have a proven track record of building better lives and stronger economies 

in the areas that they serve. Districts protect and enhance quality of life by safeguarding our 

environment, promoting public health and leisure, whilst creating attractive places to live, 

raise families and build a stronger economy. By tackling homelessness and promoting 

wellbeing, district councils ensure no one gets left behind by addressing the complex needs 

of today whilst attempting to prevent the social problems of tomorrow. 

In relation to the current spending review period, as the NAO have recently confirmed  
“district councils will see a 13.9% real-terms reduction during this period. The majority of 
district councils… will stop receiving the revenue support grant by 2019-201“. Districts are 
continuing to see reductions in their core spending power for the whole period, compared to 
other councils who are all seeing an increase. Overall since 2010/11 the median reduction 
for district councils has been just over 30%. This will need to be addressed in the next 
spending review period. 
 

At a time when, due to the demands on the social care system in particular, many County 

Councils are struggling financially, it is crucial that the system is not further destabilised by 

more reductions in funding to District Councils that would undermine their ability to do work 

on prevention that saves money for both social care and the NHS. Now is actually the time 

to give Districts more financial flexibilities that will help them to deliver on their prevention 

role. 
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Key points: 

 In relation to New Homes Bonus, the consultation states “Due to the continued 
upward trend for house building, the Government expects to increase the baseline 
in 2019-20”. This is an obvious perverse incentive. New Homes Bonus has acted as 
a powerful driver for housing growth. This is reflected in the upward trend for house 
building noted in the consultation. In line with the government’s stated intention of 
avoiding perverse incentives in local government funding, DCN does not support the 
proposal to increase the baseline in 2019/20 and our view is that the baseline should 
be removed altogether. Increasing the baseline would penalise the very councils who 
have succeeded in delivering on government policy. 
 

 The DCN believes that, in the spirit of devolution and localism, decisions over the level 
of Council Tax should be made by locally elected politicians and not subject to 
nationally set referendum principles. 
 

 If the government continues to set referendum principles for Districts, then the DCN is 
calling for a basic maximum increase of 3% or £10, whichever is the higher, to help 
Districts to cope with cost and inflationary pressures. We are, in addition, calling for a 
3% prevention precept to reflect the role that districts play in prevention and reducing 
demand for the wider public sector. In order to access this additional precept, we would 
expect Districts to work with partners to set out a strategic “Prevention Plan” showing 
how the additional Council Tax raised will be invested in services that manage demand 
and reduce costs elsewhere in the public sector, particularly in social care and health. 
 

 In addition to greater flexibility on Council Tax, we would welcome greater flexibility on 
local revenue-raising powers. The APPG inquiry into District Council Finances sets out 
a number of potential revenue-raising measures that we would want to explore further 
with MHCLG. 
 

 Further measures are needed to empower Councils to play a full part in the delivery of 
the government’s housing targets. The APPG inquiry into District Council Finances in 
July 2018 recommended that “further financial flexibilities should be extended to district 
councils by lifting the borrowing cap for the housing revenue account for those districts 
with housing stock, and by introducing greater borrowing powers for non-stock holding 
authorities. In addition, district councils can do more to deliver housing locally, 
especially the genuinely affordable homes that their communities need. These could 
include; amendments to the Right to Buy receipts, increasing the time available to 
spend them and allowing councils to retain the receipts; and the sale of high value 
assets.”2 
 

 The DCN warmly welcomes the commitment from Government to addressing the issue 
of negative RSG. We believe the government’s preferred approach honours its 
previous commitments to local government as a sector and is the right approach. 

 
New Homes Bonus and Housing Delivery 

The New Homes Bonus (NHB) has been a powerful incentive for housing and economic 
growth across the country as a whole. This is demonstrated in the consultation’s own 
reference to “the continued upward trend for house building.” Since the introduction of New 
Homes Bonus, the British Social Attitudes Survey shows that the proportion of people 
supporting new housing in their local area has almost doubled.3  
 
The All Party Parliamentary Group for District Councils published its inquiry into District 
Council Finances in July 2018.2 The report commented that “The introduction of the 0.4% 
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baseline threshold for the New Homes Bonus (under which no New Homes Bonus is 
received) removed funding of over £70 million from district councils in 2017-18, and 
was passed to adult social care authorities. Despite this, 57 adult social care authorities 
were worse off as a result, since they also lost the New Homes Bonus.” 

In line with the government’s stated intention of avoiding perverse incentives in local 

government funding, DCN does not support the proposal to increase the baseline in 2019/20 

and our view is that the baseline should be removed altogether. Increasing the baseline would 

penalise the very councils who have succeeded in delivering on government policy.  

We are concerned about the government’s proposal to consult on potential changes to the 

rewarding of delivery of housing need. New Homes Bonus is now a well-understood and tested 

mechanism for rewarding councils that deliver housing growth. We are concerned that a 

change of approach beyond 2019-20 would lead to further unnecessary uncertainty when all 

Councils, not just Districts, will already be grappling with the major changes to Fair Funding 

and Business Rates Retention that are due to impact from 2020-21. District Councils are the 

housing authorities for 68% of the country. Therefore, there must be an opportunity for the 

DCN to discuss this issue with MHCLG prior to formal consultation. The DCN is happy to work 

with central government to get a fair but incentivised system that enables maximum housing 

delivery. 

Further measures are needed to empower Councils to play a full part in the delivery of the 
government’s housing targets. The APPG inquiry recommended that “further financial 
flexibilities should be extended to district councils by lifting the borrowing cap for the housing 
revenue account for those districts with housing stock, and by introducing greater borrowing 
powers for non-stock holding authorities. In addition, district councils can do more to deliver 
housing locally, especially the genuinely affordable homes that their communities need. 
These could include; amendments to the Right to Buy receipts, increasing the time available 
to spend them and allowing councils to retain the receipts; and the sale of high value 
assets.” These measures will help more District Councils to deliver on the incentive provided 
by the New Homes Bonus. 
 
Question 1: Do you agree that the Government should confirm the final year of the 4-

year offer as set out in 2016-17? 

The DCN supports the proposal for the Government to confirm the final year of the 4-year offer 

as set out in 2016/17. We would also call for certainty to be extended beyond 2019-20 as soon 

as possible, to ensure there is efficient and effective financial planning across the local 

government sector. We appreciate that it is the government’s intention to release indicative 

funding estimates for 2020/21 in “mid-2019”. We would welcome further clarity on what is 

meant by “mid-2019.” It would be extremely helpful for these to be published before the 

summer parliamentary recess and for the estimates to cover the whole spending review 

period, with the aim of having another multi-year offer. 

Question 2: Do you agree with the council tax referendum principles proposed by the 

Government for 2019-20? 

The DCN believes that decisions over the level of Council Tax should be a local decision and 

not subject to nationally set referendum principles. In the spirit of devolution and localism, it 

should be for democratically elected local councils to determine the most appropriate level of 

council tax, to drive growth and deliver those services that matter most to communities. Local 

politicians are already accountable for these decisions through the ballot box. Council tax 

referendums are an expensive alternative to existing accountability mechanisms through 

regular local elections. 
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If the referendum principle continues to be maintained for 2019/20, then we would consider 

that the levels proposed should be amended to a basic maximum increase of 3% or £10, 

whichever is higher, to help Districts to cope with cost pressures. CPI was 2.5% in July 2018 

and RPI was actually 3.2% and so greater ability to increase Council Tax is needed, simply to 

avoid real term reductions in Council Tax. In some Districts with low tax bases, just the national 

2% pay award alone outweighs what they can generate from the current £5 maximum. A £10 

annual increase by a district council on a Band D property equates to just 19p per week 

increase for the council tax payer (or 13p per week for a Band A property). Increasing this limit 

could therefore make a big difference to local councils, but would be a minimal impact to 

council tax payers. 

We would also argue for an additional 3% prevention precept for all District Councils. A 3% 

precept would reflect the key role that districts play in prevention and demand reduction for 

the wider public sector across the country. This is in addition to existing council tax 

arrangements for district councils. In unitary areas, unitary councils are able to apply the adult 

social care precept in addition to the general Council Tax precept, but this option is only 

available to counties in district/county areas, which creates an imbalance in those areas. 

If all districts raised an additional 3% prevention precept on their existing council tax charge, 

this has the potential to raise up to an additional £42m funding per year (based on an 

approximate £5.42 increase on the district council charge on an average Band D property). In 

order to access this additional precept, we would expect Districts to work with partners to set 

out a strategic “Prevention Plan” showing how the additional Council Tax raised will be 

invested in services that manage demand and reduce costs elsewhere in the public sector, 

particularly in social care and health.  

We welcome the certainty for town and parish councils of no referendum principles being set 

for 2019-20.  

In addition to greater flexibility on Council Tax, we would welcome greater flexibility on local 

revenue-raising powers. The APPG inquiry into District Council Finances sets out a number 

of potential revenue-raising measures that we would want to explore further with MHCLG. 

Potential measures that were suggested to the inquiry include: 

 A levy on outline planning permissions to pay for infrastructure and affordable 
housing. 

 Levies to support and enable prevention activities linked to health and social care. 

 A potential to raise levies for non-use of vacant land to encourage regeneration or 
housing construction.  

 Levies to support the recycling of plastics. 

 Flexibility around fee setting. 

 Expand housing developer levies to cover the ongoing revenue costs of servicing a 
new development or increase in housing e.g. additional costs of collecting domestic 
waste from the new properties. 

 Greater ability to set licencing fees for restaurants, pubs and betting offices. 

 Conversion of Irrigation and Drainage Boards levies into a separate precept on the 
Council Tax. 

 Levies on tourism or hotel accommodation 
 

If Internal Drainage Boards (IDBs) levied a separate precept onto Council Tax, this would 

enable their costs to be funded locally in a more transparent manner and avoid distortions to 

Council Tax increases for Districts generated by IDB levies over which they have no control. 
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Not all councils would choose to implement these suggestions, but having the flexibility to use 

them would be welcome and would help to make local government more financially 

sustainable in the long term. 

Question 3: Do you agree with the Government’s preferred approach that Negative RSG 

is eliminated in full via forgone business rates receipts in 2019-20? 

The DCN has long highlighted the unfairness of RSG which would negatively impact on 146 

District Councils in 2019-20. Therefore, we warmly welcome the commitment from 

Government to addressing the issue of negative RSG. We believe the government’s preferred 

approach honours its previous commitments to local government as a sector and is the right 

approach. 

Question 4: If you disagree with the Government’s preferred approach to Negative RSG 

please express you preference for an alternative option. If you believe there is an 

alternative mechanism for dealing with Negative RSG not explored here please provide 

further detail. 

The government’s preferred approach is the fairest and cheapest route to resolving the issue 

of negative RSG. In order to provide certainty to the sector, it is important that the government 

does not pursue alternative options at such a late stage in the financial planning cycle.  

Question 5: Do you have any comments on the impact of the proposals for the 2019-20 

settlement outlined in this consultation document on persons who share a protected 

characteristic? Please provide evidence to support your comments 

No comment. 
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Notes 

1. https://www.nao.org.uk/report/financial-sustainability-of-local-authorities-2018/ 
2. http://districtcouncils.info/influencing/appg-for-district-councils-report-

delivering-the-district-difference/ 
3. https://assets.publishing.service.gov.uk/government/uploads/system/uploads/

attachment_data/file/714160/Public_attitudes_to_house_building_BSA_2017.
pdf) 
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