
Department for Communities and Local Government (DCLG) 
consultation:  

Self-sufficient local government: 100% business rates retention 
 

The King's Fund is an independent charity working to improve health and care in 

England. We help to shape policy and practice through research and analysis; develop 

individuals, teams and organisations; promote understanding of the health and social 

care system; and bring people together to learn, share knowledge and debate. Our 

vision is that the best possible care is available to all. 

 

(a) Overall comments and reflections  
 

The King's Fund welcomes the overall shift towards giving local areas greater powers and 

independence from Whitehall. These reforms should be seen in the context of wider 

moves towards the devolution of decision-making to local government in order to better 

align delivery of services with local need.  

There are some significant issues that require careful assessment if the benefits of this 

shift are to be realised. The ability of more affluent and economically advantaged areas 

being able to raise more through business rates than areas with higher levels of 

deprivation need to be recognised and quantified and an effective equalisation 

mechanism put in place. Without this, areas with the poorest health outcomes and 

highest levels of need for publicly funded social care could be further disadvantaged. The 

same is true for public health. 

 

Account should also be taken of current developments in the NHS towards planning by 

‘place’ rather than individual organisations – in particular, through the creation of 44 

sustainability and transformation plans (STPs) to enable collaboration across 

organisational boundaries, including local government (The King’s Fund 2016). The need 

for the NHS and local authorities to align and jointly plan their resources in order to 

achieve the best outcomes for their local population has never been greater; changes to 

the way local government is funded should as a minimum seek to not make this more 

difficult to achieve and ideally make local collaboration easier. 

 

(b) Comments in relation to specific questions.  
 

We confine our comments to those areas in which we have carried out research and 

policy analysis. 

 

Question 1 and 2 (p.17-19): Which of these identified grants / responsibilities do you 

think are the best candidates to be funded from retained business rates? Are there other 

grants / responsibilities that you consider should be devolved instead of or alongside 

those identified above? 

 

In the following section we comment on proposals to devolve 1) attendance allowance, 

2) the improved Better Care Fund, 3) the public health grant.  

 

1) Attendance Allowance 
 

There is a strong argument for bringing attendance allowance (AA) into closer alignment 

with social care system. It represents a significant amount of public money and is 

designed primarily to meet care and support needs rather than as a form of income 



maintenance. The policy shift towards personal budgets as the default operating model 

for adult social care creates a further argument for rationalising and simplifying 

disconnected funding streams. 

 

The Wanless Review in 2006 identified the anomaly that although attendance allowance 

and the social care system have an overlapping concern with meeting care needs, the 

two systems are largely independently administered. More recently the Barker 

Commission on the future of health and social care in England recommended that AA 

should be brought within a single local budget for health and social care as part of a 

simpler, graduated pathway of support (Commission on the Future of Health and Social 

Care in England 2014). AA would be remodelled as a new benefit called the care and 

support allowance and would be available on much the same basis – it would not be 

means-tested or taxed and entitlement would be based on broadly the same criteria. As 

the individual’s needs rise, a more thorough assessment would be required and further 

support delivered through a formal personal budget.  

 

In this context, there are significant risks if AA in its current form is identified as a 

responsibility to be funded from retained business rates, especially in the context of 

substantial reductions in local authority adult social care budgets. Firstly, given that 

many local authorities are not confident that they will be able to meet their statutory 

duties by the end of the parliament (ADASS 2016), any additional demand produced by 

the transfer of attendance allowance to local authorities (such as increased demand for 

assessment), could push local government into further financial difficulty. Second, if AA 

becomes part of the DEL (Departmental Expenditure Limit) for local government, then 

already cash-strapped authorities may have no choice but to ration and limit the reach of 

attendance allowance, thus compromising the relatively universal entitlement of the 

current benefit and with unknown consequences for unpaid and informal care.  

 

There are lessons that can be learnt from the transfer of funding for residential care from 

central government to local authorities in the 1990s and the impact of measures taken 

by local authorities to ration care within a cash-limited budget. For these reasons, and 

given wide variations between local authorities in the age structure of local populations, 

we would not support the funding of AA, were it to be transferred, from retained 

business rates.  

 

Instead, a more important priority would be for the government to clarify the policy 

objective of AA and its relationship with the social care system and then consider the 

most appropriate funding mechanism to achieve this.  

 

2) Improved Better Care Fund 
 

The additional Better Care Fund (BCF) money announced in the Spending Review and 

Autumn Statement 2015 – amounting to £1.5 billion – will be allocated directly to local 

authorities through a separate grant, using a methodology that provides greater funding 

to those authorities that benefit less from the social care precept flexibility for social 

care. This is in contrast to the existing Better Care Fund (BCF) allocations, which came 

from NHS clinical commissioning group (CCG) budgets. The mandated contribution from 

the NHS will be maintained over this Parliament. Local plans for the existing BCF require 

the approval of NHS England, the Department of Health and the Department for 

Communities and Local Government. This raises the question of how arrangements for 

the ‘old’ and ‘new’ BCF allocations will work, given the latter are subject to relatively 

prescriptive oversight and monitoring arrangements that are at odds with the 

government’s policy of fiscal devolution to local government. 

 

If the government’s intention is as stated – that any change to current funding 

arrangements ensures that the Improved Better Care Fund is used by local government 



to fund adult social care services – then it is difficult to see how this could be achieved 

through local business rate retention. 

 

The proposed use of the ‘improved’ BCF as an apparent means of equalising differences 

between local authorities in how much they can raise from the social care precept 

underlines the need for greater policy coherence in the overall approach to funding adult 

social care, both within local government funding arrangements and at the interface with 

transferred NHS resources. 

 

3) Public Health grant 
 

We welcome inclusion in the consultation as to the question of whether the public health 

grant, or elements of it, should be exempted from the switch to local funding from 

business rates.  

 

It is important to recognise that the public health grant is not the sole source of councils’ 

impact on public health. Indeed, one of the main reasons for the public health reforms 

associated with the 2012 Health and Social Care Act was the recognition that many 

council functions, from transport to planning, housing and leisure services, impact on our 

health. Many of these wider services and functions, which impact on public health, are 

also planned to be cut, with planned spending on culture and related services (which 

includes spending on open spaces, recreation and sport) down by 6 per cent, and 

housing services (which includes homelessness, benefits and strategy) down by 7.5 per 

cent between 2015/16 and 2016/17 (Buck 2016).  

 

We set out below our views below and develop a series of tests which need to be 

undertaken in order to answer the question about the public health grant, including 

addressing fears about the ability to raise funds for public health from business rates in 

those areas that have more need of public health funding. 

  

Should public health be funded through business rates? 

  

There are many ways to conceptualise public health functions and by extension, funding. 

A common approach, supported by Public Health England, is to categorise thinking 

according to them being related to health protection (including control of infectious 

disease, environmental hazards and civil emergency response), health improvement 

(such as tobacco control and action on obesity) and health care public health (currently 

funded by the Department of Health through NHS England with local authority public 

health teams offering additional support and advice to the NHS locally). The government 

views some of these functions to be mandatory for local authorities and some 

discretionary. There is a case for all these services being maintained by grant funding, 

but particularly health protection services where lack of adequate services puts 

population health at wide scale at fundamental risk and those health improvement 

functions that government itself considers mandatory. We set out in more detail below 

the tests we consider need passing before the local public health funding sources is 

switched from grant to business rates. 

  

Beyond this, one of the obvious fears over a switch to business rates is that public health 

funding (and therefore services, population health outcomes and inequalities in health) 

could become increasingly inequitable, as areas with stronger business communities can 

raise higher levels of business rates, and these areas also tend to be the ones with 

better health in general (as higher individual and community income and wealth is 

strongly correlated with better health (Buck and Maguire 2015)). Therefore, a switch to 

business rates over time could lead to areas with greater health needs having to fund 

public health from a smaller pot, leading to lower investment and a vicious circle for 

public health. 

 

http://www.kingsfund.org.uk/publications/inequalities-life-expectancy
http://www.kingsfund.org.uk/publications/inequalities-life-expectancy


We are reassured to some extent that there is currently a reasonably close correlation 

between the public health grant and retained business rates. This is a good starting 

position for any switch, but this confidence relies on the compensation mechanism being 

retained. Our view is that five tests need to be taken and conditions met before public 

health is funded through business rates. In summary these are; 

  

1.  The Department of Health and CLG estimate what an appropriate level of spend is for 

public health functions in total. They should then act to ensure that local authorities 

receive this in grant before any move to business rate retention.  

  

2.  The Department of Health is satisfied that core public health activities of local and 

national significance will not be put at risk. These include health protection and 

communicable disease services. We have argued previously that there was a strong case 

for a blended approach to public health allocations, where health protection services 

(characterised by large fixed costs, a clear definition of services and wide-scale risks to 

population health if not in place) and prescribed health improvement services (such as 

for sexual health with wide-scale risks to population health through communicable 

disease) should be funded on the basis of a bottom-up costing of high quality key 

services (Buck and Dixon 2013). Other elements of public health were more suitable to 

formula funding (or possibly business rate funding). Our view remains that there is a 

very strong case for these elements of public health to remain outside business rate 

funding, but the Department of Health needs to do its own analysis.  

  

3.  An analysis is undertaken of the interdependence of NHS-funded public health 

activity and local government funded activity. Significant public health expenditure, 

approximately £1.9 billion, remains ‘in the NHS’. While some of this is discreet activity, 

much of it isn’t and there are knock-on consequences of cuts and changes in local 

authority spending. Any further uncertainty in funding levels related to a switch to local 

business rates is likely to make this worse. The Department of Health and CLG need to 

be satisfied that business rate funding will not put these critical interdependencies at 

further risk. 

  

4.  An analysis is undertaken by the Department of Health and CLG of the likely impact 

on public health of raising funds for wider determinants through business rates. It is the 

wider functions of local government that are fundamental to health (indeed this is one of 

the reasons for the public health reforms themselves). Given the switch to business rate 

funding of other wider streams of income, reassurance is needed that these levels (and 

equity between them) will not be further put at risk from a switch to business rates. 

  

5.  The Advisory Committee on Resource Allocation (ACRA) is asked to transparently 

advise on the design of the compensatory redistribution mechanism. Analysis (available 

on request) shows that there is a strong correlation between current grant funding and 

current business rate retention. In the short-term this provides some reassurance, 

though a better test for the long-term would be setting target grant funding against 

business rates (and indeed, against estimates of business rates following the policy 

switch, rather than current business rates). There will undoubtedly be some 

compensation required, and it is welcome that the consultation recognises this.  

  

If the tests set above cannot be convincingly passed, then public health funding should 

remain being funded by grant advised by ACRA (plus, in our view, with some elements 

funded through a bottom-up costing to ensure the provision of adequate, high quality 

critical public health services). 

  

If the decision is taken to replace the grant (or elements of it) by business rate funding 

there needs to be far stronger monitoring and accountability system put in place than 

there is currently, to reassure the public that their health is not being put at risk. 

  



Existing experience (through PCT responsibility for funding public health as part of the 

NHS) has shown that devolving public health responsibilities and funding to public 

authorities can lead to significant and unjustified differences in spending levels between 

areas emerging over time. Further experience has also shown that prevention is easier 

to cut than more visible services at times of funding pressure.  

  

We believe, all other things being equal, that a switch to business rate funding will as a 

matter of course lead to less transparency, public knowledge and scrutiny of these 

decision as individual local authorities makes their own decisions on how much to 

allocate to public health. The lack of a national approach through a grant will also 

challenge equity between areas in the long-term (if the previous tests are not met). In 

order to reduce this risk if funding is switched to business rates additional commitments 

need to be made including:  

 

1.  A commitment to continuing to monitor spending in key public health areas, for 

example by requiring Public Health England to undertake such analysis and report 

publically on it, so that any inequity over time is first transparent, and if required actions 

are taken (see below). 

  

2.  To avoid inequalities in spending and outcomes for public health, ACRA should be 

asked to provide advice on the equitable distribution of public health funding and this 

should be used to help design the compensatory mechanism built around a new funding 

model. 

 

3.  Public Health England, or another appropriate body, issues guidance on an 

appropriate way to calculate the likely need for public health spending locally.  

  

4.  In view of the risks and uncertainty arising from a switch to business rates The 

Secretary of State for Health reserves the right to intervene if a major risk to the public’s 

health is in prospect 

 
Question 33 (p.40): Do you have views on where the balance between national and local 

accountability should fall, and how best to minimise any overlaps in accountability? 

 

The NHS and local government have a shared policy objective of aligning their resources 

to focus on the needs of ‘places’ and their local populations rather than organisations. 

The Barker Commission called for a single local budget covering most health, social care 

and public health needs and the Spending Review and Autumn Statement 2015 

announced that all places should have a plan for the full integration of health and social 

care in place by 2017 and implemented by 2020. 

 

Although the government has indicated that it will not impose how this should be 

delivered locally, there are profound, nationally determined differences between the NHS 

and local government in how they are funded and in their governance and accountability 

arrangements. A shift of local government finance towards locally raised revenue would 

further deepen those differences.  

 

 

  

http://www.kingsfund.org.uk/blog/2012/02/who-gets-what-gets-tricky-allocating-public-health-resources-local-authorities
http://www.kingsfund.org.uk/blog/2012/02/who-gets-what-gets-tricky-allocating-public-health-resources-local-authorities
http://webarchive.nationalarchives.gov.uk/20130107105354/http:/www.dh.gov.uk/prod_consum_dh/groups/dh_digitalassets/@dh/@en/documents/digitalasset/dh_4137372.pdf
http://webarchive.nationalarchives.gov.uk/20130107105354/http:/www.dh.gov.uk/prod_consum_dh/groups/dh_digitalassets/@dh/@en/documents/digitalasset/dh_4137372.pdf
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