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Dear Local Government APPG,

South East Councils (SEC) is a cross-party membership association representing 44 local authorities
across the South East that provides a democratic representative voice on issues affecting the region. We
also serve as Secretariat to the APPG for the South East.

SEC has long campaigned for fiscal devolution and broader reform of local government finances. We
welcomed the Government’s commitment to develop a roadmap for fiscal devolution, but we agree with
the Local Government APPG that the nature and speed of that devolution remains contested.

The ongoing process of local government reorganisation and devolution presents us with an opportune
moment to consider what fiscal devolution should look like as the sector faces its biggest structural
overhaul in fifty years since the introduction of two-tier government with the Local Government Act 1974.

Our work on fiscal devolution

Our landmark report, Resetting the South East: Levelling Up after Brexit, Climate Change and Covid,
produced in partnership with the think tank Localis, identified that fundamentally, funding for local public
services has been increasingly and precariously low. The report emphasised the need for the
investigation of appropriate fiscal levers to better fund local government and for any devolution agenda
to be compatible with the unique set of challenges faced by local government across the South East.

Our South East 1,000 Regional Monitor, delivered with Savanta ComRes, provides the largest regular
survey of Councillor, Business and Public opinion in the region. We have polled on funding and finance
since 2020 across six editions with over 6,000 respondents.

The APPG for the South East has run three inquiries, bringing together over 120 contributors from across
local government, business, academia and the third sector with Parliamentarians. The first, Financing the
Future, concluded that the lack of financial certainty and flexibility available to councils to make key
spending decisions is a central challenge. The second, The South East and Global Britain, explored the
role private-public partnerships could play in supporting local infrastructure delivery and proposed fiscal
devolution as a means to move potentially towards a ‘Golden Era’ of collaboration.

SEC has also played an influential role in generating and disseminating evidence on the fiscal challenges
facing local government in several consultations and inquiries. The Public Accounts Committee cited SEC
alongside the LGA following its 2023-24 inquiry into local government funding. This followed our
submission of evidence that the bidding process for funds contributed to a “begging bowl culture”.

Moving forward, SEC has stressed the need to focus on fiscal devolution especially as devolution and
reorganisation take shape. As we set out in our response to the Fair Funding Review 2.0, structural
change alone will not resolve the fundamental pressures facing Council finances. Reorganisation may
result in fewer councils, but it will not address persistent underfunding or the limited devolution of fiscal
powers over local tax and spend. LGR has in effect delayed the debate on sustainable fiscal reform.



Purpose of fiscal devolution

Fiscal devolution has the potential to play a major role in strengthening and enabling local authorities to
deliver better public services for local residents, help to reduce socio-economic inequalities, and boost
economic growth, investment and productivity — but it’s critical that it is delivered in the right way.

APPG South East’s local finance inquiry heard that the wrong approach to fiscal devolution could present
a major risk to the South East. The South East is often portrayed as a land of wealthy green pastures.
Sitting on the doorstep of Europe, it is a major trade hub and one of the few net contributing regions to
the Treasury. Yet the region’s performance has not translated into adequate council funding.

The South East is home to some of the most deprived wards in the country and faces its own unique set
of challenges. Across a mix of rural, urban and coastal areas, the South East is one of the most expensive
places to live and deliver local services. Socio-economic inequalities exist within pockets of deprivation,
even in the most affluent and high-cost areas. Inequalities should be recognised to exist within regions,
not just between them. It is important that discussions around fiscal devolution focus on growth and
empowerment of councils across the entire nation, not simply on redistribution between regions.

APPG South East’s transport inquiry heard that the UK is among the most centralised large democracies
in the world. English local government’s relatively weak ability to raise and spend taxes locally has
contributed to a dependence on central government funding, which has proved unreliable in recent years.
This has in turn generated uncertainty and hindered the ability of councils to plan for the long term.

Fiscal devolution offers an alternative. A greater say over tax and spend could help generate the
conditions needed to credibly plan for the long term. Improved financial certainty could put councils in a
better place to collaborate with the private sector, attract investment, and improve outcomes for residents.

Fiscal powers

The Government’s Fair Funding Review 2.0, the introduction of the first multi-year financial settlement in
a decade and commitment to end competitive funding pots are measures that reflect a welcome
willingness towards more robust fiscal conditions. However, there is scope to go further, to consider
devolving more meaningful fiscal powers to best ensure the long-term viability of all councils.

The report of APPG South East’s finance inquiry recommended that in the short term, the ability for local
authorities to introduce tourism taxes could serve as a start and in the medium term, greater flexibility to
set Council Tax, Business Rates, property-related taxes and specific local levies could help stabilise
revenue streams. In the long term, there may be merit in a wholesale review both on the sufficiency of
central government funding and an exploration of greater abilities to raise and retain revenue locally.

On business rates, greater consideration could be given to the financial “reward” authorities receive linked
to business rates growth. The link could be expanded upon to help move towards a closer relationship
between tax retention and a greater incentive to drive local growth, investment and productivity.

There may also scope to carefully consider what services are considered statutory and reduce the
ringfencing of funding. This could aim to grant councils greater flexibility to prioritise and make key local
decisions, held accountable to local democracy. There are also essential yet high-cost services like adult
social care which may need specific targeted support alongside a package of fiscal devolution.

There will be debate over the division of fiscal powers between new mayoral and unitary authorities once
the two-tier system has been abolished, leaving room for further political and policy discussion.

Yours faithfully,

Harry Cavill
Policy Manager — South East Councils
Secretariat to the All-Party Parliamentary Group for the South East
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