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1 | INTRODUCTION

Following the financial crisis 2007-2008, many central governments introduced austerity policies that led to a consis-
tent reduction of national funding for local government with no respite year on year (Lowndes & McCaughie, 2014).
This resulted in it becoming progressively harder each financial year for local government to balance their budgets
during the “Age of Austerity” (Ferry et al., 2017, p. 221), amidst concurrent and competing rationales and programs
(Ahrens et al., 2020). The financial sustainability of local government was therefore a serious issue, which escalated
longer term issues around local government audit and accountability arrangements (Ferry & Ahrens, 2022; Ferry et al.,
2015) and importantly local government solvency (Ferry et al., 2015; Ferry & Murphy, 2015, 2018; Muldoon-Smith &
Sandford, 2021; Murphy et al., 2019).
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A specific concern arose as local government had to consider new ways of working, asking staff to do more with

less, and strengthen their financial resilience (Barbera et al., 2020). Barbera et al. (2017, pp. 670-671) offer several
definitions of financial resilience. These include focusing on having slack in both finance and personnel, with “Govern-
ments’ ability to anticipate, absorb and react to shocks affecting their finances over time.” In contrast, there is also
the viewpoint that resilience is about forecasting those shocks and preparing in advance (Barbera et al., 2020). The
downside of the local authorities doing this and coping with the cuts may mean that further cuts will come as central
government knows that local government can be creative and survive (Jameson & Hailstone, 2017). Yet if the shocks
are so great and arrive without warning, local authorities are forced to adapt or disappear (Hastings et al., 2015). Also,
many local authorities continued to employ accounting practices not designed for the purpose of reacting and adapting
to financial shocks. For example, incremental budgets may lead to “salami slicing”: essentially, organizations are using
their accountants to monitor their finances and to justify the many cuts they are having to make across all budgets
regardless of priorities (Barbera et al., 2020).

There have been several recent research articles looking at what the higher tier authorities in local government can
do to become resilient (Ahrens & Ferry, 2015; Barbera et al., 2020; Ferry et al., 2017, 2019; Lowndes & McCaughie,
2014), but there is a gap in research for the lower tier authorities.

To address the gap, this paper will look at three lower tier authorities in English local government (known as district
councils) to see how they are coping with austerity and whether they can be resilient to future shocks. Austerity has
been around in English local government for over a decade with central government reducing their funding to local
authorities by 49% between 2010 and 2018 (Eckersley & Ferry, 2020). Muldoon-Smith and Sandford (2021, p. 6) dis-
cuss the “sustained reduction in central transfer grants to English local authorities from 2010 onwards” and that local
authorities cannot easily find replacement funding to fill the large gap. The arrival of the COVID-19 pandemic in 2020
alongside austerity, Brexit, and climate change has added significant pressures as central governments juggle their
budgets tofill the gaps created by the national lockdowns (Ahrens & Ferry, 2020, 2021), accentuating local government
challenges for their budgets that are already stretched by the decade of reduced funding under austerity (Muldoon-
Smith & Sandford, 2021). It is unlikely that central government grants will return to the levels of pre-austerity anytime
in the near future. The Local Government Association (LGA) predicted that one in five local authorities will be facing
bankruptcy (Muldoon-Smith & Sandford, 2021) and two local authorities have already succumbed to the pressures
of austerity. In 2018 Northamptonshire County Council issued a Section 114 notice (essentially a bankruptcy notice),
and Croydon Council were unable to balance their budget 5 months after issuing their Section 114 notice in June 2020
(Mackintosh, 2020). Lowndes and McCaughie (2014, p. 533) discuss “life after the cuts,” but it is not clear when this
will happen and austerity may become the new normal for local government funding.

It will be shown in this paper that local governments are using their financial reserves to combat the shocks as
well as partnering with other organizations, but as lower tier authorities (district councils) are smaller organizations
with weaker balance sheets than those of the higher tier authorities (unitary, metropolitan, and county councils), they
often have fewer assets and lower reserves to buffer against financial shocks. Also, although lower tier authorities
do not have the service risks of areas like adult social care, they have fewer budgets to spread any “salami slicing”
cuts across so there are fewer opportunities for funds to be vired across from one department to another as a form
of cross-subsidization. In addition, housing that is a larger service area in lower tier authorities is ring-fenced in a
separate budget. This means these resources cannot be used to cross-subsidize other services in the mainstream gen-
eral revenue fund budget. Furthermore, local authorities are subject to strict controls over what they can and cannot
do in relation to raising funding and spending on statutory services. This leaves the local authorities with very little
control, as most of the control resides with the U.K. central government (Ferry et al., 2022; Ferry & Sandford, 2022;
Muldoon-Smith & Sandford, 2021).

The next section reviews current literature around austerity and resilience, focusing in particular on the financial
resilience framework (Barbera et al., 2017) and financial context of local government. Then the methodology is cov-

ered in terms of research case and methods. The findings around financial resilience for the cases studied are then
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set out. The concluding discussion outlines the theoretical contribution alongside implications for policy, practice, and

future research.

2 | FINANCIAL RESILIENCE IN AN AGE OF AUSTERITY FOR LOCAL GOVERNMENT

The paper will now cover literature on austerity and financial resilience, followed by the specific context of English

local government.

2.1 | Austerity and financial resilience

The policy of austerity aimed to aggressively cut expenditure to balance the budget, but more broadly was also con-
sidered a political agenda to reduce the size of government. In particular, it has been recently employed as a rhetoric
to reduce public debt. For example, many OECD countries have approached high rising levels of debt with policies of
spending cuts and retrenchment (Di Mascio & Natalini, 2015; Hyndman & McKillop, 2019). However, as governments
cut their spending budgets it is often argued the poorest in society lose out rather than the higher earners (Bracci
et al.,, 2015). Austerity is therefore redefined as harsh economic conditions caused by the public sector reducing their
spending. In this sense, governments use austerity as a threat and a solution to avoid central and local government
insolvency (Bracci et al., 2015).

Austerity in the public sector has been around for over a decade, but since then there are also many more financial
shocks that can have an impact on local government including Brexit, climate change, and COVID-19—these shocks
are now starting to become routine (Ahrens & Ferry, 2020, 2021).

Governments are at the heart of the recovery as they are often the last ones standing as corporate entities fail to
survive the shocks (Barberaet al., 2017), with resilience being the capacity to deal with shocks and uncertainty (Ahrens
& Ferry, 2021). This leads to questions concerning are governments prepared to cope with the shocks and if so are they
capable of guiding collective actions. Barbera et al. (2017) look at how local governments can return to where they
were before the shock, which they term ‘bouncing back’. This often involves cuts to services, maybe abolishing some
services and increasing fees and charges. To move forward to new and better conditions is termed ‘bouncing forward’.
This involves changing the way they work and creating new services.

The financial resilience framework (Barbera et al., 2017) as shown in Figure 1 looks at the capacities that an organi-
zation such as a local authority has in terms of anticipating shocks, where they are vulnerable to shocks, and how the
organization can cope with the shocks.

The anticipatory capacities concern the ability of a local authority to recognize potential shocks at an early stage
and understand what the potential impacts can be. This is developed by sharing information with other organizations,
monitoring the environment and the ability to think critically.

The perceived vulnerability is about the level of exposure that a local authority faces. In particular, the financial
exposure. This includes the level of debt a local authority has, how much autonomy they have to raise any finance, and
how substantial are their reserves.

The coping capacities discuss what resources the local authority has in order to respond to the shocks. For example,
it questions whether they adapt and can they do it quickly. The framework considers if the local authority will be able
to work internally and externally to respond positively to the shocks. Often these coping capacities are hidden during
stable times and only surface when the need arises (Barbera et al., 2017).

The combination of perceived vulnerability, anticipatory capacities, and coping capacities enables Barbera et al.
(2017) to identify patterns of resilience from Self Regulators and Pro-active Adapters (i.e., those organizations with
low vulnerability and high anticipatory and coping skills) to Powerless Fatalists (i.e., those that are highly vulnerable

and have a sense of powerlessness in the face of a crisis). The findings of their research have discovered that shocks
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FIGURE 1 The financial resilience framework (Barbera et al., 2017, p. 675)

can produce both bouncing back and bouncing forward responses. The more financially vulnerable an organization,
the more likely they are to constrict and focus on bouncing back. Anticipatory capacities are found to have impacts for
bouncing forward but no links to bouncing back strategies.

Ultimately, there is no one way to create resilience in an organization. Experts can give advice but cannot say exactly
how it should be done (Shaw, 2012).

Nevertheless, the financial resilience framework (Barbera et al., 2017) can help assess the overall financial
resilience of a local authority to draw out themes employed in the vulnerability to shocks, anticipating shocks, and

coping with shocks.

2.2 | Austerity and resilience in English local government

Local authorities that can survive the cuts from austerity are being described as “resilient” (Shaw, 2012, p. 281). For a
local authority to be resilient, it means learning from experience and expecting the unexpected. To spot events coming
up and to be ready for them. Not just staying the same and continuing to do the same things. Knowing when to change
is key. “A resilient organisation is one that is still able to achieve its core objectives in the face of adversity” (Seville
et al., 2006, cited in Shaw, 2012, p. 288).

In the U.K. context, Ministers from the Conservative central government initially argued austerity could be man-
aged in English local government by “reducing senior staff pay, improved procurement, back-office shared services
and removal of non-value added jobs” (Gordon Murray et al., 2012, p. 249). However, the United Kingdom has been
following this policy for more than a decade and there are only so many cuts that can be made before a new creative
strategy is required.

At the same time as expenditure pressures, the ability of English local government to increase its revenue base is
also constrained. For example, taxes are collected within England at both national and local levels. A proportion of
national funding is shared across all the local authorities in England during the annual funding round. If some local
authorities are affluent with large incomes from business rates, some of this must be returned to national government
to be dispersed across poorer areas. The national government issues grants to local authorities but they are moving
away from grants and encouraging local authorities to generate their own funds. For example, lower tier authorities
will receive funds based on how many new homes are built in their area, which is called the “new homes bonus.” This
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can be a good source of income in a growing area with a need for housing, but in rural areas of national beauty that are

unable to build the houses then the funding pot is unattainable. Local authorities can raise council tax on residential
properties, but the ability to do so due to central government rules and political reasons means it is limited. As a result,
with the national government reducing grants and few opportunities to raise funds locally, the local authorities are
in what Lowndes and Gardner (2016, p. 359) believe is “the grip of super-austerity.” Muldoon-Smith and Sandford
(2021) suggest that a few local authorities may be able to act in an entrepreneurial way and pursue innovative ways to
generate funds, but the majority will not be able to do this and are at the mercy of central government grants. Indeed
corporatization, which is defined by Andrews et al. (2020, p. 482) as “the creation of companies by local governments
to provide public services,” has been undertaken by many higher tier local authorities in English local government
to generate revenue and continue to provide services, but the outcomes have been mixed and carry significant risks
(Andrews et al., 2020, 2022; Ferry et al., 2018).

Within alocal authority, under the Local Government Act 1972, a section 151 officer must be appointed as the Chief
Financial Officer who “makes arrangements for the proper administration of their financial affairs” (Legislation.Gov,
2022, p. 4). They must be a qualified accountant and trained in accounting and finance and how to keep accurate and
true records.

The Chief Financial Officer will assist their local authority to create a strategy to combat austerity with the use of
the corporate plan and budget. However, the corporate plan and budget were often designed for incremental changes
and not to deal with the shocks from austerity. For example, the traditional line-item budget or plan is employed in most
local authorities and, although criticized for concentrating on input and not linking to any performance or outcomes, is
still used to contain and control costs. Local authorities could use zero-based budgeting and/or performance budgeting
and look at what needs their citizens have. This could be an alternative to salami slicing all budgets in the organization
across the board, trying to cling onto all the services they provide (Steccolini et al., 2015). However, this process takes
time and resources. Times of economic crisis and expenditure cuts may bring “radical innovations in public services to
make them better and more effective” (Bunt et al., 2010 cited in Shaw, 2012, p. 290). For example, Shaw (2012, p. 291)
guotes a CEO saying, “Sod this, we know what we want, let’s just find a different way.” Why should it take a crisis to
“make simple decisions in a simple way?” (Lowndes & McCaughie, 2014, p. 538). Nevertheless, many local authorities
are risk averse and maybe unwilling to dare to change the way they do things. Instead, they continue to operate in the
same way, following policies of retrenchment.

Ferry et al. (2017), through fieldwork with 70 local authorities in England and Wales and building on previous stud-
ies of austerity management, found in line with their prevailing “belief system” of budgetary stewardship that local
authorities are holding down input costs to deal with austerity, but that the scale of funding cuts means that this
strategy is unlikely to be successful over the longer term. Instead, they highlighted the importance of organizational
cultures to achieving strategic objectives and need for greater freedom to generate revenue, in order to facilitate
innovation and develop more sustainable business practices and service models.

It is commonly agreed that a high level of reserves is important for resilience. Local authorities will determine a
minimum level of reserves that allows them to fulfill their statutory budget requirement (an amount of funds in their
general reserve account that they cannot fall below) but many will try to build these up to greater values to pro-
tect themselves from future shocks (Barbera et al., 2017). Nevertheless, reserves will eventually be depleted unless
a balanced budget can be restored and reserves built back up to help cope with shocks.

Toincrease resilience and capacity to deliver projects in the community, local authorities are also partnering up with
other agencies including the private and voluntary sector (Ahrens & Ferry, 2015; Murphy et al., 2017; Shaw, 2012).
Taking this further into the community is the concept of co-production with the focus on aiming to engage the commu-
nity and encourage them to participate in the decision-making process as well as providing manpower (Barbera et al.,
2016). However, Lowndes and McCaughie’s (2014, p. 537) research suggested that these partnerships are ending up
as nothing more than talking shops. Multiple agencies are meeting and “being nice to each other” but they are not clear

on what is needed or what the vision is.
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Qutsourcing, insourcing, and supplier selection are other areas that affect financial resilience. There is not a great

deal of research available as to how much local authorities outsource (Eckersley & Ferry, 2020). Outsourcing is sold
to the local politicians as being a way to cut costs and employ experts only when needed. Yet quite often outsourcing
is seen to tie up large amounts of future budgets with the local authority having little control over variations to the
total cost once they have entered into a contract. Indeed, Muldoon-Smith and Sandford (2021, p. 6) acknowledge that
outsourcing has been around for a long time but no longer “provides transformational savings.” Now, as some local
authorities look for cost savings they are bringing outsourced services back in-house to become more flexible with
their cost structure and reduce the amount of fixed costs they are tied into (Lowndes & Gardner, 2016). On the other
hand, it is politically arguably much easier to not renew a contract than to cease providing a service that is in-house
(Lowndes & McCaughie, 2014). There is also a lack of research into supplier selection in local authorities. Eckersley
etal. (2021) have considered the relationship between austerity, political control, and supplier selection in the context
of English local government. They argued that centrally imposed funding cuts and belief for-profit suppliers represent
a cheaper option could in some cases override ideological preferences of politicians.

3 | METHODOLOGY

The paper will now set out the research case and methods.

3.1 | Research case

Local authorities have their own remit and democratic mandate with local politicians elected by the local population,
but at the same time they have responsibilities to national government. In England, the basic structure consists of
unitary and metropolitan councils in largely urban areas and two-tier authorities in more rural-based areas. The two-
tier structure means the activities are divided across the tiers. The higher tier, called county council, is responsible
for education, adult social care, children’s services, highways, and so forth, whereas the lower tier, called a district
council, is responsible for housing, building regulations, environmental health, waste collection, and street cleaning
amongst other activities (Sandford, 2016). They are led by a team of elected councilors who are voted in by the general
public just as members of parliament are voted in for national government. A team of officers carry out the day-to-day
activities based on the guidance from the members/councilors (Wilson & Game, 2011).

This study will focus on the lower tier authorities, with three rural district councils in England chosen for the study.
The corresponding author was the deputy leader of the local authority in Case study 1 during the time of data col-
lection. The other two local authorities were chosen based on the corresponding author’s contacts and geographical
location. The data were collected between 2015 and 2017.

Table 1 shows the financial data for the general revenue funds of the three lower tier district authorities and some
contextual data of the area where the local authorities are situated.

The data exclude the housing revenue accounts and capital budgets. This is because the housing revenue accounts
are ring-fenced so cannot be used to cover general expenditure, so the paper is focusing on the general revenue fund
only. Second, capital budgets are excluded for the purposes of this paper. This is because spending capital budgets on
revenue expenditure is not considered a long-term solution to financial resilience. This makes the general revenue
fund the key fund to examine when financial resilience is discussed.

During the time of the research, all three lower tier authorities were forecasting enough income to match their
expenditure, but all forecasted a deficit by 2021 in their medium-term financial plans.

Case studies 1 (DC1) and 2 (DC2) are politically operated on a committee basis, which is an option for lower tier
local authorities that do not want a mayor or a cabinet system. This means that all councilors are involved, and deci-

sions are made by a committee and not a few cabinet members. There is a reduced need for overview and scrutiny for
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TABLE 1 Contextual data for the three lower tier district authorities
All figures in £'s million Case study 1 Case study 2 Case study 3
Financial data—Budget 2016-2017
Revenue support grant £1.2 £0.7 £2.5
Business rates retention £3.5 £1.9 £3.0
Rural services delivery £04
New homes bonus £2.8 £10 £1.3
Council tax income £4.7 £5.5 £3.4
Use of reserves and S106 funding £1.6
Total Income £12.2 £9.5 £11.8
Projected spending £11.1 £9.4 £114
Surplus £1.1 £0.1 £04
Contextual data
Number of residents 100,300 71,300 78,100
Number of businesses 3625 4640 4080
Micro businesses with one to nine staff 3,290 4,190 3,565
% Businesses micro 91% 90% 87%
Visitors per year 7.8 m? 5m 24m
Leadership 4th Option Committee 4th Option Committee Executive & Cabinet
Executive Conservative Conservative Labor
Area total KM?2 340 792 160
Ethnicity 95.6% White 97.8% White 99.1% White
Unemployment 2.70% 2.40% 4.10%

Note: Data from Nomisweb.co.uk.

2These are visitors to the National Forest that cross over into other council areas.

these decisions as all members can be involved and receive all the papers for the decisions. Case study 3 (DC3) is a cab-

inet system. There are two lower tier authorities with conservative party control and one with labor control. However,

the CEO of DC3, an experienced CEO of both conservative and labor administrations, commented:

“The color of the flag may change but the personalities within the castle very rarely are different that’s

the reality of it and ... you don’t find because you have a conservative administration that immediately

they privatize everything.”

In cross party meetings in DC1, the author has experienced all councilors working together for the benefit of the
area. Different parties may approach the decisions in different ways, but objectives are often the same, for example, a
vibrant economy, good quality housing, low unemployment to list a few objectives. Therefore, in this paper, the political
differences are not to be a focus.

3.2 | Research methods

The research methods employed include meetings, observation, interviews, and documentation.
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Both researchers have experience of local government. In particular in this study, the corresponding author, a qual-

ified accountant, was a part of the senior leadership team in a political capacity for DC1 (as Deputy Leader of the
controlling party and thus of the local authority). The corresponding author took part in leadership meetings, politi-
cal meetings, and formal council meetings as well as observing officers at work. A consistent attendance at the local
authority offices meant that issues, rumors, concerns, and ideas were identified.

Interviews were undertaken with the other two local authorities by the corresponding author. The interviews were
semistructured and all lasted around an hour. All interviews were recorded and transcribed giving over 150,000 words
of dialogue.

Official documentation that is readily available in the public domain was also reviewed for triangulation. Details of
the meetings, observation, interviews, and documentation are listed below in Table 2.

The researchers analyzed the fieldwork data to the theory of the financial resilience framework both individually
and together through several iterations, until a number of themes were agreed upon (Ahrens & Chapman, 2006). The
main themes identified included reserves, income generation, partnership working, and ensuring capacity of staff to

cope with the changing environment.

4 | FINDINGS

The findings of this paper are analyzed through the financial resilience framework (Barbera et al., 2017) and by a
particular focus on bouncing back and bouncing forward actions and what these look like for the lower tier authorities.
All three of the lower tier authorities in this study are very much aware of the financial environment that local

government is in at present:

“The financial stranglehold that’s getting tighter and tighter may force us to visit our priorities again”
(CEODC2).

Although the publicis also aware of the lack of money, it does not sink in until a service that they need disappears:

“The public see it through the news that we are facing cuts but don’t actually put that into the realization

that means some things we can’t actually do now (will need to be cut)” (Officer DC2).

41 | Bouncing back

Bouncing back indicates actions that take a local authority back to where they previously were before the financial
shock happened—that is, the idea of reverting to a similar service offering but often with a lower standard or reduced
scope:

“The public did generally receive a gold service, but | think now for financial reasons they are facing
between a bronze and a silver” (Officer DC2).

All three lower tier authorities have anticipated that the future held little prospect of funding recovering to pre-
austerity levels and all have completed some form of restructuring to protect themselves. DC1 has reduced the
number of directors and the CEO has consistently asked staff to do more with less. DC1 CEQO is experienced in coping
with desperate funding situations as when he took over the role in 2000 the local authority had a £2.1 m unbalanced

budget and was about to, in his words, go bust:
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“It needed a totally different approach than the previous senior management and chief executive. We

achieved that, [but] we are in that sort of period [again] now” (CEO DC1).

However, once better funding came again the local authority grew their staff to the extent that more reorganiza-
tions were needed:

“When | started here we had, | think we almost had, double the number of directors than we have got
now” (Officer DC1).

DC1 also outsourced their back-office services such as Revenues and Benefits, Payroll, Customer Services, and so
on to a third-party private contractor. This was initiated in 2010:

“As far as I'm aware we're the only local authority (in this area) that really did something like that to
that kind of level and it and it did what it needed to do. ... but it ultimately made those 2.1 million
pounds worth of savings and [there] have been 1.9 million pounds worth of investment in IT so that for
me is something that’s outside of the box and you’re challenging yourself to do something differently”
(Officer DC1).

At the time, savings needed to be made and the local authority did not have the funding for much needed IT
infrastructure. However, this decision was reversed 7 years later when the cost of the contract became too large a
proportion of the total costs to be fixed in this way. DC1 needed to control all these costs in order to have the flexibil-
ity to cut more costs in the future. Nevertheless, this was perceived positively as none of the lower quality staff had
survived the 7 years, which meant that the staff who transferred back were all able to cope with the demands of the
private sector and thereby deemed to be more efficient. Staff that were considered to be lower quality performers
were allowed to remain in DC1, but the outsourcers did not have the same attitude. They appeared to be more busi-
ness minded, and this came across clearly to the corresponding author when in contract negotiations with them. This
case constitutes another example of bouncing back to try to continue to deliver the current range of services.

A similar story is told at lower tier authority 2 where they have also been through a period of reorganization:

“When people leave, we don’t always replace them. We are busy and | don’t know if we could cope with
any less staff, but they are always looking [to make cost savings]l think they want to save another 10%
at least but | think how can we save more money?” (Officer DC2).

A centralization approach has been taken to ensure no roles are duplicated and all services have the same level of
support, which the staff and members have described as a gold service being reduced to silver and bronze. The gold
service implies that it is an excellent service with time and care taken with public satisfaction. The move to silver and
bronze indicates a faster service with some corners cut. For example, with refuse collection a gold service would be
a once-a-week collection. Moving to fortnightly collections indicates a silver service—it is okay but not really what
the public wants but they are getting used to it. A bronze service is moving the collections to every 3 weeks, which
is regarded as unacceptable. This is because it may lead to situations where if the bins are missed, then it is another
3 weeks before they are collected. This perception of being unacceptable is held by both the public, but also staff as
most officers are striving to perform the best service they can. Any excess staff for support duties are being utilized
elsewhere and departments are having to survive with fewer staff (Officer DC2).

DC3decided on a more radical reorganization by combining the senior leadership team of two lower tier authorities
and sharing upper-level management. This was more of a bouncing forward strategy at the time to ensure both lower

tier authorities were able to fund their senior managers:
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“We have come a long, long, long, long way in terms of meeting that financial climate, | think in telling

you that the two authorities pre 2011 had two chief executives, we had seven directors, 37 heads of
service, and we’re now running with one joint chief executive, two directors and 10 heads of service,
and you're talking about 1.7 million pounds worth of top slice savings across the top” (CEO DC3).

This was perceived as innovative at the time, but it is difficult to repeat. Ultimately, they have cut their costs to
continue with the same level of services so this is also a bouncing back mechanism. DC3 now have a streamlined struc-
ture and are asking what else they can do to ensure their continued survival. These two lower tier authorities have
two separate chambers and two sets of elected members who are not of the same political party and only one senior
management team, shared across the two districts. This is purely a cost-saving exercise and is one example of several
arrangements like this in the Midlands area. Moreover, it is not a precursor to merging with the higher tier authority
(county council) and should be regarded as quite the opposite as it allows the lower tier authorities (district councils)
to save resources and preserve their functions so that they do not become part of a higher tier authority (with the
county and district councils combining into a unitary council).

The initial reaction of all three lower tier authorities is that of bouncing back—that is, going back to what they know.
The question then becomes how can the lower tier authorities continue to provide their services and what can they

cutin order to keep going:

“We have a local councilors’ workshop this September to review the future priorities and direction
of the council in the light of our ever-tightening financial position to current climate. The likelihood
is there’ll be fewer things in the corporate plan going forwards not additional things added” (Officer
DC2).

This statement suggests that the immediate reaction is to shrink and keep to providing current services and not add

anything to their portfolio. Similarly, in DC3, the possibility of reducing wages was considered:

“This is where we sit if at some point the financial landscape demanded sizable savings efficiencies out
of frontline services, (...) we've already closed the depots ... I'll introduce a four-day working week
across both councils” (Officer DC3).

If this were to happen, it is inevitable that the public would see a change in the level of service provided. This is
something that all the lower tier authorities are trying to avoid. Trade unions may also challenge job losses or a 4-day
week.

To keep services running in the short term, the lower tier authorities have been using their reserves to top up the

shortcomings of central government grants:

“We are in a better position than some councils and that we’ve got reserves and things where we have
saved before” (Officer DC2).

All three lower tier authorities have planned to use their reserves to balance their budgets and medium-term finan-
cial plans. Although financial reserves do reduce their vulnerability to financial shocks, continuing austerity has made
it hard for the lower tier authorities to continue to build these up. Instead, the lower tier authorities are now finding

that they are having to use them and that these are forecast to run out within 5 years:

“They have managed to paper over the cracks very well” (Officer DC1), and

85UB017 SUOWIWIOD BA11E81D) 8|qeot(dde ay) Aq pausnob ae Sspile O '8sn 0 S9|NJ 10} Aeiq1 8UIIUO A1 UO (SUONIPUOD-PUR-SWLBYW0D" A8 1M ARIq 1 U1IUO//:SANY) SUONIPUOD PUe SIS | 8U) 89S " [£202/S0/TE] U0 AkeidiTauIuO AB|IM 591 AQ #rE2T Weey/TTTT OT/I0p/W00 A3 | 1M ARIq1 pUI|UO//SANY WOy pepeoumoq v ‘220z ‘80v089rT



COYLE anD FERRY

WILEY -2

“This year we are ok but when we hit that year we've got this amount to find” (Officer DC2).

The lower tier authorities are aware that this state of affairs cannot continue indefinitely and the finance directors
are waiting for the Government to “hopefully” offer a solution. They recognize that using the financial reserves, which
were built up in more prosperous years, is just a short-term solution and that their depletion will make them more
vulnerable to future shocks.

Bouncing back is a way to revert one’s actions back to the original plan in the same way that one may deal with an
adverse budget variance. A key question to ask is whether lower tier authorities can continue to do what they have
always done in terms of traditional tasks.

4.2 | Bouncing forwards

An alternative approach to bouncing back is bouncing forward to change the way that things are done. In this context,
it refers to lower tier authorities doing things differently and changing with the intention of becoming more resilient.

Increasing income is more challenging in a lower tier authority as there is less scope to increase charges or local
taxation. Furthermore, it is also a subject that local politicians will avoid if an election is due as council tax increases
do not generate enough income to be considered worth the political risk of losing power as they are capped at a maxi-
mum of a 5% year on year increase. Beyond this, the range of chargeable services is limited and will not make much of
a dent in the overall budget. For example, balancing the prospect of charging for parking in a local authority’s market
towns against the potential loss of customers to these towns. The economic prosperity of the town'’s shops and trade
will often take precedence over parking fees. Other areas for charging, such as burials and leisure center fees, gener-
ate limited income but incur long debates in council chambers that once again pit fee income against political gains.
Planning fees can generate substantial income for a lower tier authority but only if properties are built. In rural areas,
this too becomes intensely political and is still unpredictable.

Another method of coping with the financial shocks and preparing for the future is partnering with other organiza-
tions. These can be other local authorities, agencies, charities, or private entities. All three lower tier authorities have
examples of where they are attempting to do this.

DC1 has joined an internal audit partnership and a building control partnership that saves on the costs of support-
ing these teams of staff when there is not enough work for them. They can also try to obtain external contracts for
work. Discussions are also ongoing for creating a grounds maintenance company, although the quality of the service
and equipment cannot compete with the private sector, which means that until this has improved, there are limited
opportunities to gain lucrative contracts to supplement the local authority’s income.

DC1 also works with a charity to provide its tourist information office to encourage tourists to visit the area and
improve the economic prosperity of the local towns. Economies of scale through the charity means that this can be
provided at a cheaper cost than if the lower tier authority were to provide it in house.

DC2 have courted many partners to fund their sport and health development:

“(...) our sport health Development Officer is a non-statutory post. Us investing core funds in that role
enables all of those other things to happen. So that person is responsible for getting funding for seven
people and then the scale of reach that you have with seven compared to one and the impact of that
is far greater. So if they cut the one the seven doesn’t happen, so it’s about investing strategically to

enable far broader things to happen” (Officer DC2).

DC2 fund one person who then generates funds for the rest of the team by working with partners and finding grant
funding. They have found that a small investment has more impact if developed in this way and that these types of

arrangements can be more informal and adapted quickly if required. The risk is that the funding and partners dry up
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but if this were to occur, the lower tier authority would not be left with the commitment of a formal contract and is

therefore better able to cope with the unexpected.
None of the three lower tier authorities examined thought that the business rates retention policy would solve their
funding problems. DC3 developed a growth strategy alongside their corporate plan:

“We're setting out our vision. This is what we’re planning to do in the next sort of four years but the
growth strategy was actually an add-on to this because we realized you know when you started talking
about taking business rates out and how are we going to survive with no business rates and stuff like
that as a district council that’s why we did the growth strategy because we realized that financially we
were becoming we could become unviable and therefore that sat at the side of this corporate plan for
the first time in 2015” (DC3).

The main issue for DC3 was to relate the business-like approach to the traditional values of their councilors:

“They get the commerciality, they do understand | think, they have some resistance to it because it
doesn’t reflect their values” (CEO DC3).

One of the authors sitting in the chamber of DC1 listened to many councilors commenting that we are a local
authority and not a business. Their view was that a local authority should not have companies or invest anywhere
other than in a bank. Although some local authorities have this view, other local authorities have been commercial
in contemporary times and historically. The Localism Act 2011 introduced by the Conservative-led government has
also significantly freed up many opportunities for local authorities to become more commercial. However, once the

councilors do understand the need for change there is still concern on staff capacity to deliver:

“I'm not too sure the officer corps have the skills to deliver it” (Officer DC3).

DC1 have undertaken another reorganization this time with the recognition that although cost cuts need to be

made, the skills needed are changing:

“We're in a place that has run its course and now needs to be refreshed both in management and the
expertise of senior management and in our equipment and the way we apply our direct services to the
benefit of our customers” (CEO DC1).

“Never compromise on the skills that are needed for the future which are different than the ones we
have” (CEO DC1).

Although this is a traditional bouncing back mechanism, it is also one that will help bounce the local authority for-
ward. DC1 have recognized that the future will be different and more business-like so they need the staff that can
adapt and change with them.

This section has considered bouncing back and bouncing forward. The evidence suggests that the lower tier author-
ities find it relatively easier to bounce back as there is little evidence that they have the capacity, and/or confidence in

some cases, to change in order to bounce forward.
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5 | CONCLUDING DISCUSSION

This paper has looked at the financial resilience framework (Barbera et al., 2017) and in particular, the bouncing back
and bouncing forward mechanisms through the field study of three lower tier authorities in English local government.
This fills a need to analyze the lower tier authorities (district councils) as previous studies have focused on the higher
tier authorities (county, metropolitan, and unitary councils).

Austerity has clearly had a significant impact on the financial resilience of all three lower tier authorities. All three
comment that their reserves have enabled them to retain balanced budgets for now yet all forecast that they will use
all their reserves within the 5 years of their medium-term financial plans. Irrespective of what their reserve levels are,
they are all expected to be fully utilized plus there are no prospects to create a surplus again whilst austerity continues.
The lower tier authorities have section 151 officers, and all have little debt (with the exception of housing stock that is
beyond the scope of this paper).

All three lower tier authorities participate in the District Councils Network (DCN) and CEOs and Officers meet
with their counterparts to discuss and share ideas of how to cope with the shocks. However, as they are all in the same
environment, new ideas may be constrained. As Muldoon-Smith and Sandford (2021) commented, there will be few
local authorities who will find ways of creating new funding and this discussion is now becoming critical.

These lower tier authorities are managing to bounce back and are continuing to provide traditional services albeit
often to a lower, but still acceptable, standard. However, this continues to get harder and all three lower tier author-
ities discussed here have restructured their organizations to remove any non-value-adding staff and activities. They
are now asking themselves as to what more they can remove before they have to change the services they provide.
Bouncing back becomes a shrinking exercise as central government funding reduces year on year.

With regard to bouncing forward, there is very little evidence of this happening in these lower tier authorities. They
do not have the same depth and breadth of resources that the higher tier authorities do and thus they are lacking the
capacity and/or confidence to bounce forward.

All are trying to work with partners to make their money spread as far as it can, but this has challenges. The spotlight
is on the non-statutory areas (such as leisure) and these are already being funded by external grants as much as possi-
ble. However, the partners are also at risk of a lack of funding and potential financial shocks, so the choice of partners
becomes important. Even these partnerships need the seed money from the local authorities to help them generate
more money, but as these are non-statutory areas this investment is at risk of disappearing. It is very challenging to
find funding partners to support the statutory services such as refuse collection as many partners believe this should
be funded wholly by the local authorities.

As a result, bouncing forward is very challenging for the smaller lower tier authorities as all they can do is hope to
bounce back albeit with a smaller shrinking remit until their funding can be increased.

From a policy perspective, if central governments do not step in and provide adequate funding, the lower tier
authorities are at risk of being subsumed into larger upper tier unitary authorities. Such a scenario would be likely
to lead to strong resistance from local politicians as it will lead to a reduction in the number of elected councilors and
therefore democratic representation. In addition, there will be significant questions as to whether larger authorities
have sufficient local knowledge to continue to provide the services needed in geographic areas currently covered by
lower tier authorities. Increased communication and technology may go some way toward addressing these concerns,
but it may ultimately necessitate a review of the structure of local government. Such a scenario reflects the fact that
the devolution agenda has been slow to gain traction and when it has, it has been mostly dominated by the higher tier
authorities and is compounded by the lack of additional funding on offer to help the lower tier authorities balance their
budgets.

The accountants legally need to ensure a balanced budget is set. No section 151 officer wants to issue a section 114

notice that their local authority is in financial difficulties, but this may be the case if future funding is not secured. The
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size of the budgets and the scope of the services are not large enough in the lower tier authorities to salami slice off
more savings, as they have already made substantial cuts.

Local citizens want their current services preserved without any increased taxation. The general apathy at the vot-
ing booths during a local election shows that citizens want the services to continue but are not overly worried whether
they come from a lower tier authority (district council) or a higher tier authority (unitary authority).

At present, lower tier authorities are largely constrained to wait for the policymakers and central government
to decide where the funding is coming from and how much will be made available in the future. If the funding does
not increase, then it is likely that the lower tier authorities will struggle to find the financial resilience to continue to
provide the services they are currently legally obliged to. It may be time for national government to review the fund-
ing structure of local government whilst supporting the desire to provide an equal standard of local services across
the country. Local authorities are hoping that this will come during the Conservative Government “(Prime Minister)
Johnson('s) levelling up agenda” (Muldoon-Smith & Sandford, 2021).

The study is limited in that it only covers three lower tier authorities in a specific area of English local govern-
ment. Future field research could cover lower tier authorities in other parts of England or internationally. There could
also be a greater element of quantitative analysis. In addition, future studies could more broadly consider the policy

implications of the homogenization of local authorities, which has accompanied the demise of lower tier authorities.
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