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Dear Sir Michael Lyons,

Cheshire County Council Response to the Lyons Local Government Funding
Inquiry

Thank you for your letter (dated 14™ March 2005) regarding the Lyons Local
Government Funding Inquiry.

Cheshire County Council has a history of being heavily involved in the issue of
reforming local government finance (we led the CCN national funding team in the mid
‘90’s, represented counties on the SSA Working Groups and in more recent years
contributed to the Fundamental Review of SSA’s, the Balance of Funding Reveiw and
continue to be involved in the F40 ‘campaign’). Therefore, we welcome the opportunity
to record the main technical concerns we have with the current system of Local
Government Finance.

Cheshire County Council has long-standing concerns with the national formula,
specifically: -

e Area Cost Adjustment
* Inequities in Education funding (especially funding per pupil)
Failure of formula to accurateiy reflect cost/needs of more rural areas versus
urban areas
The current approach to Resource Equalisation
e Subjective adjustments to Assumed National Council Tax (ANCT)
Use of Data — up to date, urban bias etc

Cheshire County Council has raised concerns with Members, Schools, MPs and public
etc but this involves considerable amount of officers time and resources (for central
government as well), often divisive, and everyone remains disappointed with outcome.

While the FSS formula is responsible for such a large percentage of local authority
accounting, it will rightly demand considerable scrutiny and challenge local authorities.
It is our view that however much the formula is improved or modified it is inevitable that
it will remain, at best, a rather crude means of allocating 75% of local authority funding.

If you have difficulty making contact RS h
please phone 01244 602424 VA {;}
Website: WWW.CheShire.gOV.uk . ‘0/543\‘9 INVESTOR IN PEOPLE



We feel therefore it is essential the balance of funding be shifted away from central
government to local authorities thereby improving accountability by reducing the
“gearing” effect. This is essential for local decision-making and for local authorities to
remain relevant and accountable to the local electorate. It would be a more buoyant
regime and would assist with our medium-term financial planning through more
predictability and more local control. It is also a pragmatic approach to reduce the
significance placed upon the FSS methodology in recognition that however complex
the methodology is made in pursuit of ‘fairness’ it will always remain a relatively crude
method for allocating central government funding.

Overall, the stance of Cheshire County Council is to support the LGA Combination
Option consisting of: -

- areformed and more equitable property tax;

- arelocalised business rate;

- the transfer of a portion of national income tax, either initially as an
assigned revenue, developing into a local income tax, or moving directly
to a local income tax;

- a basket of other smaller taxes and charges;

- areduction in grant, whilst still equalising for needs and resources

Cheshire County Council agrees with the view that Council Tax should be retained and
reformed as the principal means for raising income locally. Regular (5 yearly)
valuations would be required — essential to promote both confidence in the system and
the concept of fairness. Increasing the number of bands would also help however we
remain unconvinced on the regional or sub-regional banding issue.

Raising more funding locally will require other sources of income to be developed. A
Local Income Tax would be a more buoyant source of income — revenue can grow with
the economy. Relocalisation of business rate is also an administratively straight
forward way of increasing local government tax base; but we recognise the need to
build-in safeguards to protect business. There is also a whole raft of other taxes and
charges, which could be introduced; however these would have only a limited impact
on the balance of funding. They could be useful in achieving local policy objectives
but in general this is not an area of major concern for the County Council.

Yours sincerely

Alistair Jeffs
County Policy Development Manager

Contact: Karen Bowdler
Telephone: 01244 606749
E-mail: Karen.Bowdler@cheshire.gov.uk
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