
Local council cuts 

Local Councils are fighting the effects of the Tory led coalition governments 

swingeing cuts. These cuts to grant funding, changes to council tax benefit, the 

welfare reform package, bedroom tax etc. will have a devastating effect on our 

communities. 

Labour councils, who tend to be guided by the LGA and the Labour Party, find it 

difficult to articulate what viable, alternative vision would look like. However there 

are policy ideas, put forward by the LRC and the Unions, which could radically turn 

the tide for local councils, policies that would address the service cuts and job losses 

and also tackle the underlying inequalities that are ingrained in our society.   

The chancellor forecasted that Britain’s economy would grow by 2.3%in 2011.  It 

only grew by 0.7%, which was less than the US, Germany, France and barely above 

Italy. Due to the lack of economic growth, the government is having to borrow £46bn 

more than planned. Unemployment has risen rather and is at it’s highest for 18 years, 

with youth unemployment the highest on record.  

The LGA has modelled an estimated funding gap of £16.5bn for local councils by the 

end of the decade. The real term cuts that we already know about, a 28% reduction in 

the central grant by 2015, is just the tip of the iceberg for local government. 

Therefore the alternatives are to apply a Financial Transaction Tax (FTT or Robin 

Hood Tax) to investment banking transactions. The UK’s swollen financial sector 

could raise up to £20bn a year, which is enough to reverse the crippling cuts to local 

authorities. The financial crisis started on the trading floors of the city but it’s the 

local councils and our communities that have been made to pay for it.  

A future Labour government should also invest in growth and jobs. Strong wage 

growth is the best way to boost consumer spending, with unemployment at 

2.67million and under-employment ay nearly 7million a wage led growth is unlikely 

to happen in the next few years, therefore need to stop the attacks made on our Public 

Sector workers now. Investment needs to be the main driver of economic growth a 

Labour government needs to reverse the cuts that have been made in the public sector. 

Fairer taxation is the key to long term sustainability of our local authorities, replacing 

council tax, non-domestic rates and the local government support grant with a Land 

Value Tax and in the short term end all council tax capping and restore control of 

business rates to local authorities. 

 

 

An alternative Labour vision for local government would include: 

 

1. A Financial Transaction Tax applied to investment banking transaction. 

 

2. Investment for economic growth and jobs. 

 

3. A fairer taxation system. 

 


