REVENUE SUPPORT GRANT 2006/07 AND 2007/08

CONSULTATION RESPONSE FROM SALFORD CITY COUNCIL

COMMENT ON THE NATIONAL SETTLEMENT

We welcome the positive aspects of the RSG settlement, including the additional funding provided by the Government over and above previous spending plans, the commitment to explore ways of managing specific funding pressures, the introduction of 2-year grant settlements, the updating of data and formula revisions.

Overall, however, we feel that the RSG settlement is disappointing in that it has not provided sufficient additional grant support to meet local authority spending pressures arising through additional burdens being placed upon local government and prevailing inflationary pressures. As a consequence, and with the cap placed upon Council Tax increases, there will be some tough choices, but almost certainly there will be cuts in service nationally. It is also highly likely that to preserve services local government will be forced to use measures which were designed to improve front-line services, eg Gershon efficiencies and the local authority business growth incentive scheme, and stop-gap measures, eg the use of reserves, to keep the level of their Council Tax increases to below the cap. 

The change to the manner by which formula grant is determined, ie the 4-block system, demonstrates a lack of transparency, and consequently makes what was already a difficult enough system to understand even harder to understand and explain now. It is interesting to note that the simple guide to the formula grant system has still not been posted on the ODPM website, which speaks volumes.

We are also disappointed with the effect of damping. Clearly, the effects of the data and formulae changes in the settlement have created significant variations in grant at an individual authority level and the extent to which grant losers have needed to be protected has meant that those that gain have only seen modest increases above the grant floor. For those authorities that gain, to only retain 13% in 2006/07 and 30% in 2007/08 of grant gains above the floor means that the vast majority of grant gains are going to pay for grant losses. We would urge the Government to remove the cap on grant gains at the earliest opportunity and give some commitment to this in the next comprehensive spending review.

We also note that a number of specific grants in the Personal Social Services and EPCS blocks, as well as NRF and Supporting People, show either a cash standstill or reduction between 2005/06 and 2006/07 and between 2006/07 and 2007/08, which leaves local authorities to pick up additional inflationary costs that are not reflected in the RSG settlement. The decision not to include provision in formula grant for the cessation of Safeguarding Children grant is illustrative of an additional burden placed upon authorities without the funding to match.

COMMENT ON LOCAL ISSUES

Population projections

This is an issue which Salford would strongly urge the ODPM to give careful consideration to with a view to increasing the projected population data for Salford for both 2006 and 2007.

We are extremely concerned that the population projections for Salford are backward-looking rather than forward-looking and do not have sufficient, or even any, regard to the potential effect that housing renewal pathfinder status is having on the prevailing population and will continue to have on future population trends. 

It is apparent that the population projection for Salford for 2006 and 2007 continues the trend of declining population that has occurred over many years. However, local data on council taxbase and planning approvals for new dwellings indicate otherwise.

The 2 documents attached compare taxbase and population data used for the 2004/05 through to the 2007/08 settlements and indicate that, of the 38 local authorities in the North West region, Salford’s taxbase used for RSG purposes has shown the 6th highest increase in the region, an increase of 1,762 band D dwellings, yet its population data used for RSG purposes shows the 2nd lowest change, a reduction of 2,579. This disparity seems inconsistent and defies logic.
Looking ahead to 2006 and 2007 using data from planning approvals, information from Salford’s planning system shows that the expected completion of new dwellings, net of reductions for demolitions and expected vacancies, is 1,531 during 2005/06 (1,402 of which have started since April 2005 or are currently under construction), 2,944 during 2006/07 (577 currently under construction) and 7,298 after April 2007. These figures will obviously translate into larger population numbers. This does not indicate an authority in continuing population decline.  

Also attached is a recent article from the Manchester Evening News, which underlines this message. It also mentions activities in the Chapel St, Ordsall, Lower Broughton, Charlestown and Lower Kersal areas. These are all areas of Salford covered by the housing renewal pathfinder and not only underline the significance of the earlier comment about having regard to the impact of pathfinder status on population projections, but also reflects the growing optimism in Salford over the growth in population, one which needs to be properly reflected in official statistics.

We believe that Salford’s population projections for 2006 should, as an absolute minimum be no less than the mid-2003 population figure of 216,532 used for the 2005/06 RSG settlement and more likely be showing an increase to at least 218,000 if not higher, as opposed to the figure of 214,227 used in the provisional settlement. For 2007/08, we believe this should be showing at least 220,000 as opposed to 213,710. 

We would therefore request that the ODPM in conjunction with ONS urgently review the population projections for 2006 and 2007 for Salford and review them upwards as indicated above for the final settlement. 
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