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Forewords	
	

	
Steve Stewart 
Chief	Executive,	Northumberland	County	Council

The point of local government is that everywhere is different. There are big 
cities, smaller towns and rural areas peppered with tiny settlements. The 
nature of any place is determined by its heritage and culture and they in turn 
are determined by the relationship between the people and the land. A place 
can be referred to as a ‘mining’ community or an ‘agricultural’ community as 
in Northumberland, depending upon the economic basis for its existence and 
the social and cultural traditions that subsequently developed. 

But we live in one of the most centralised countries in the developed world. 
It used to be called the UK, now it’s just called England. As one of the two 
English counties bordering Scotland, we can see and feel the difference here.
Our system of parliamentary legislation, supported by national policy 
frameworks and regulation, has always generated conflicts with what we call 
localism. These conflicts have been exacerbated by the global economic crisis 
and the resulting arguments about ‘fairness’ in the allocation of increasingly 
scarce resources. 

Should decisions on these matters be made in London or locally? If one of 
the main routes to efficiency is standardisation and centralisation we might 
have to accept less local discretion. For some that might even be acceptable, 
so long as central decision makers can realistically be held accountable for 
their actions. That is a fundamental principle of democracy at any level, 
but one which is difficult to achieve in practice when the decision maker is 
physically, and perhaps culturally, remote.

The question of how these historic and contemporary tensions might be 
resolved are at the heart of this report. The current government’s philosophical 
commitment to localism seems to be sincerely held, but the translation from 
principle into practice will illuminate the devil that is usually in the detail. 
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Will it really be localism if significant devolution (although a long way short 
of the Scottish and Welsh models) carries with it the obvious consequences 
that decisions will be made locally that the government doesn’t like, and 
if the power cannot be used to raise money locally? In relation to financial 
freedoms that are proposed instead, how will the potential inequalities 
between areas be resolved?

Governments of all kinds and at all levels, need to have a sense of acuity – an 
ability to see reasonably clearly what is not yet fully visible on the horizon. So 
the scenario-based approach taken here is essential. It’s not just the preserve 
of think tanks and academics. It’s essential for practitioners, especially over 
the next few years if we are to sustain any kind of economic and social 
resilience in our places. None of these scenarios might actually materialise, 
but is likely that elements of all of them could. 

So the task for individual local authorities is to assess what elements 
might apply more or less to them and to plan accordingly. This suits me as 
I have never been a fan of the various attempts to pigeon-hole councils. 
Northumberland is not an ‘Easy Jet’ or a ‘John Lewis’ and it will not be a 
commissioning, co-operative, federated or a commercial council, let alone a 
Californian Council. The place will be what it has been for over 1000 years – 
Northumberland.

 
Neil Prior
Head	of	Local	Government	Futures	Forum,	O2

This NLGN report provides a fascinating, diverse and visionary assessment 
of what the future might look like for local government. Through its scenario 
planning approach, the report helps us to look past the huge pressures of 
today, and peek into an uncertain future for local government. But although 
that future may be uncertain, there is a clear steer as to its potential 
destination through three paradigms of innovation.

The report gives us a balanced view of what a future council might look like, 
but what really stands out for me is that for local government to adapt and 
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change, it must cast aside mild pessimism, embrace uncertainty, and show 
strong organisational and community leadership.

The critical question is, in essence, about the public goods of the future. In 
a world where public services are changing at breakneck pace, what will be 
the unique value that councils provide to their communities? The answer 
will look different across the country, and each council needs new kinds of 
strategic leadership to find the answer.

Just over a year into the coalition government’s term in office, questions 
about local power and the strength of British communities are high on 
the political agenda, economic growth is stuttering, and social media is 
credited for both positive and negative community action. These four critical 
uncertainties will remain, but if local government can embed strategy, ICT 
and corporate culture at its heart, combined with strong leadership, then it 
can create its own future, despite these uncertainties.

There are clearly councils who are adapting to change, who are trying to 
work out the answers, and are making real progress. This report addresses 
the institutional and cultural issues that may hinder this progress and 
calls for visionary and determined leadership that inspires not only the 
organisation but the community too. At this time in modern British history, 
local government can become a critical bedrock of economic recovery and 
community stability. It needs to not only show visionary leadership, but hold 
its nerve through the years ahead.
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Executive	summary

Local government faces a period of significant change driven by budget cuts 
and rising demand for public services. By 2020, councils are likely to look 
very different than they do today. This report analyses what might change. 
Using an analysis of current local authority reform plans combined with a 
scenario planning exercise, we sketch out three broad phases of reform for 
the rest of the decade.

The first wave of change is already happening, and in some areas it will 
probably continue into 2012. In this stage, local government as a whole will 
focus on traditional cost cutting as councils deal with two years of very steep 
cuts. This means redundancies, reductions in service levels and conventional 
outsourcing where it can deliver rapid savings.

The second phase of change probably kicks in at some point in 2012 and lasts 
until around 2015. This phase will be defined by an emerging model that we 
might call the strategic	commissioning	council, with most local authorities 
moving some way down the road towards a slimmer strategic core with more 
services delivered at arm’s length through a wide variety of delivery bodies. 
Councils seem set to shift their innovation approach towards increasing use 
of co-production techniques to redesign services in this phase.

But within this shift to the commissioning council there will be some 
important variations. Some councils will try to maintain something like 
their current organisational form, reviewing and modernising their in-house 
provision, often with a renewed focus on democratic structures and citizen 
voice. We call these the neo-traditional councils. A second group – probably 
the largest - will be pragmatists. These councils do not have a grand vision, 
but will review services piece by and piece and see what emerges.

A third group, composed primarily of large unitaries and counties, will 
become full-on strategic	commissioning	councils, moving to a much 
slimmer core and putting almost all their services into some form of arm’s 
length vehicle, whether a trading body, a regulated market or a traditional 
outsource. A final group of Labour councils will aspire to become co-operative	
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councils, although it remains to be seen what this means in practice outside 
of the London Borough of Lambeth.

But the commissioning council model is probably not the end-state of 
reform. Instead, it seems likely that for many councils it will be an important 
milestone on a longer journey. Beyond 2015 most councils will have 
established a new mode of operating and be seeking new directions for 
development. Some councils will find that their role has not fundamentally 
changed a great deal – areas like Barnsley and Blackpool will still have a 
pressing need to try and improve the quality of life for parts of the country 
that have been left behind economically. 

Others will be testing the traditional spatial, financial and service delivery 
boundaries of local government. The new frontier for innovation will be 
less about redesigning individual services and more about questioning 
the fundamentals of what a local authority is. As many local government 
services – particularly in areas like adult social care – become personalised 
and managed through regulated markets, councils will also start seeking new 
roles to secure well-being for their areas. We expect to see new models of 
federated, residual, lifestyle and commercial councils emerging.

Having analysed the journey to 2020, we turn our attention to what the 
destination might look like. What kind of world will local government be 
working in? We arrive at three distinct scenarios:

1.	 California: this is a world in which coalition policy more or less works – 
the public has become more assertive and active and local government 
has faded into the background of people’s lives. Weakened councils may 
find themselves struggling to balance the books, fund infrastructure 
and protect the vulnerable in a world where everything is subject to a 
referendum.

2.	 United Provinces: councils respond to lacklustre growth and a lack of 
significant devolution from Whitehall by banding together to promote 
growth and efficiency. Areas like the Tees Valley, Greater Manchester 
and Bristol move to federal governance arrangements, perhaps 
including metro-mayors.
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3.	 Recessions: a failure to return to growth means that local and central 
government are left struggling to find ways to secure economic and 
social progress.

What unites these scenarios is a sense of mild pessimism about the future 
for local government, rooted in concerns about whether the UK can find a 
sustainable new economic model, and whether that model will do anything 
to address inequality. That said, councils are not just victims of socio-
economic trends, and we do envisage positive responses that local actors 
can make in tough times. The report closes with an analysis of the challenges 
that the sector as a whole will face over the coming decade.
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Introduction

None	of	us	can	‘guess’	what	the	public	sector	we	will	be	like	in	5	years	if	it	is	
30%	smaller	–	even	if	we	try	we	will	be	wrong.	All	we	know	is	that	it	can’t	be	
like	it	is	now,	and	if	we	simply	have	the	status	quo,	miraculously	‘shrunk’	by	
30%	it	won’t	work.
County council service director

We know that local government stands on the brink of a new era in its 
development. Cuts of around 27%1 in central grants over the next four 
years mean that councils across the country are shedding staff, outsourcing 
functions and reviewing services. At the same time, councils will have to 
respond to what might prove to be profound changes in the social, economic 
and political context. A handful of councils have already responded by 
attempting to develop entirely new ways of doing business – from high 
profile reform attempts in Lambeth and Barnet to what some commentators 
regard as less successful new models in Bury and Suffolk2.

All this change begs two big questions. First, are councils preparing to 
fundamentally change the way they operate, or will most of them try 
and maintain the same core model with less money? Second, if councils 
are prepared to transform their operation, what new models might be 
opened up by longer term trends and uncertainties? This report provides 
the beginnings of an answer. We hope it will fuel debate about the risks, 
challenges and possibilities for local government over the rest of the decade.

We expected to uncover a huge amount of innovation and divergence as 
councils plan for the future. It seemed likely that we might uncover many 
more ‘easycouncils’ and ‘co-operative councils’ quietly reforming themselves 
away from the limelight. In fact, there appears to be surprisingly little of 
this kind of high concept reform. While some councils are trying to be 
highly innovative in their operating models, most are approaching the cuts 

1 HM Treasury, Spending Review 2010, available at: http://bit.ly/aAcKOZ
2 P Butler, Is	it	all	over	for	local	government	reform?, Guardian 10 May 2011, available at: http://bit.
ly/lA9UFj
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pragmatically and letting their new models evolve. Ask quite a few chief 
executives what their organisation will look like in five years’ time and they 
will quite honestly respond: “I haven’t a clue”.

Our analysis is structured into two broad sections (fig 1). The first deals with 
the	journey local government will go on over the rest of the decade. This 
draws on our conversations with council officials and politicians, as well 
as an analysis of council corporate plans and internal planning documents 
(see appendix). Much of the change that will happen over the next four 
years is already ‘locked in’ by existing plans and strategies, and is therefore 
reasonably predictable.

The second part of the analysis aims to understand the destination that 
local government might have reached by 2020. By the next election, most 
councils will have reshaped themselves in response to the cuts, and reform 
will probably be driven less by the need for internal reform, and more by 
external economic and social factors. 

We used a scenario planning methodology to identify the driving forces of 
change over the next eight years and to develop these trends into plausible 
scenarios. Based on three workshops with over 40 local government officials 
and private providers in London and Gateshead, the scenarios are coherent 
narratives that draw on current trend data to understand the full range of 
possible futures and help organisations prepare for them.

Finally, we draw our analysis together to understand how local government 
might develop beyond 2015, and more importantly, how some of the risks 
might be mitigated, and opportunities grasped.

It is important to emphasise the limitations of this report. We do not claim to 
be able to predict the future. This report is simply a best guess, based on the 
available evidence. Inevitably, we also have to paint our picture of the future 
with broad strokes – the report identifies key trends and themes, but cannot 
claim to reflect reality for every council in every part of the country. That 
said, at a time of great uncertainty for local government, we hope that this 
document will fuel the debate about how the sector must change.
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1	The	journey:	Local	government’s	route	
to	2015

This section of the report deals with how local government is likely to 
change in the run-up to the next general election. We know quite a lot 
about what will happen, because many councils already have firm plans in 
place, and those plans are driven by fairly predictable external forces such 
as budget cuts. To some extent, the changes we identify in this section are 
already ‘locked in’.

Through our scenario planning workshops and our review of local 
government corporate plans, we have developed a sense of what might 
happen by the next general election in 2015 (see box). First, councils will go 
through a short, sharp period of cost cutting with change largely driven by 
incremental efficiencies. At the same time, they will start reviewing their 
services and most will move into a second phase of change as they go at 
least some way down the route to becoming a commissioning organisation, 
with innovation focusing on service redesign and co-production.

 

Trendwatching: the council of 2015 

1. Commissioning – not just conventional outsourcing but 
neighbourhood and individual budgets and civil society

2. Decentralised – more direct democracy and control over 
services to area managers and neighbourhood forums

3. Integrated – a move to place-based commissioning and sharing 
services

4. Commercial – councils trading, charging, using bonds
5. Participative – more direct democracy, less direct service 

control, members focusing on new role as civic entrepreneurs.

Based	on	responses	from	our	scenario	planning	workshops
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Now: shedding cost

In the short term, local government is largely focused on identifying significant 
savings to its existing operations. Service cuts are initially falling in predictable 
ways: infrastructure services such as planning and transport are taking big cuts, 
while cultural services are also hit (fig 2 on the following page). 

Workforce numbers are falling dramatically, with half of all councils already 
cutting staff in 2010 before the cuts hit3. Outsourcing is expected to 
increase significantly, with one survey suggesting that the average scope of 
outsourced services will increase from 20% to 34% by 2014. Almost a third 
of councils are expecting to outsource over 40% of their services4. Councils 
are beginning to form themselves into sub-regional clusters to share services. 
Northamptonshire and Cambridgeshire are ahead of the game in already 
having merged their back offices, but groups of councils are now emerging 
across London and in parts of the north-east. Warwickshire is sharing 
services with its district councils, while Herefordshire is sharing with other 
local providers such as the NHS5.

Within the council, at least three other changes are taking place. Support 
services are being centralised and slimmed down. The London Borough of 
Hackney, for instance, has moved a range of policy and business analysis 
functions into the corporate core, cutting 40% of policy posts in the process. 
Barnet is moving to create a single strategy unit for the whole of its local 
public sector. 

Second, those councils who have not already done so – such as Cornwall, 
Ealing and Warwickshire - are creating single ‘front offices’, bringing 
customer service functions into a single organisation, often with a view to 
outsourcing. In Cornwall, the new front office will eventually deal with 80% 
of the council’s customers. This is an important detail, because as councils 
move down the route of greater commissioning, their customer service and 
intelligence functions become more important – presenting a clear brand to 
the public and signposting people to the best services.

3  LGA, Local	Government	Workforce	Survey	2010, available at: http://bit.ly/nr8gTm
4  Interserve, Local	Services:	better	for	less, available at: http://bit.ly/mqvX99
5  R Niven, Councils	as	Placeshapers, Guardian Professional, available at: http://bit.ly/mZT1Nv



16 Future Councils  The	journey:	Local	government’s	route	to	2015

Finally, chief executives are slimming down and flattening their management 
structures. In the most ambitious cases, councils are moving to as few as 
three directorates. Northamptonshire, for instance, has consolidated its 
services into three thematic clusters:

 • Trusted advocate: bringing together transport, environmental services 
and economic development

 • Helping you to help yourself: customer services, community services, 
learning and skills

 • Helping you when you can’t help yourself: children and adults’ services.

Many councils are managing to develop new operating models at the same 
time as making their cuts, but even the most ambitious plans will take a few 
years to really transform the council. This may be because the management 
techniques deployed to rapidly cut spend differ from those needed to drive 
innovation and change. One unitary chief executive told us that tough 
corporate processes are required to ensure that budgets are cut and savings 
are returned to the centre. This corporate ‘glue’ tends to stifle innovation in 
the short term. 

 

Figure 2  Planned spending cuts by service area 2011/12 (%) 6

-35 -30 -25 -20 -15 -10 -5 0 5
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6  CLG, Statistical	Release,	Local	Authority	Revenue	Expenditure	and	Financing,	England	2011-12	
budget, available at: http://bit.ly/oG6z9k
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2011-2015: the commissioning council

Once councils are through the first phase of cost shedding, most will move 
to a more ambitious period of change. This will be defined by the extent 
to which each local authority moves down the road towards becoming a 
commissioning council. We have yet to find a council that is not moving 
at least some way down this route, and in a content analysis of corporate 
plans from 20 leading upper tier authorities, we found that 19 made some 
reference to strategic commissioning. Most councils will probably have made 
substantial progress down this route by 2015.

One county council chief executive sums up what this means in practice:7

At	its	heart	is	the	idea	that	commissioning	becomes	a	more	significant	feature	
of	the	organisation’s	thrust	than	provision.	Of	course,	some	services	as	we	
currently	know	them	will	continue	to	be	directly	provided,	but	the	key	job	of	
commissioning	is	to	re-engineer	and	re-imagine	future	services	and	activities	
which	could	be	fundamentally	different	from	the	current	way	of	doing	things.

We know quite a lot about this phase because some councils are already 
embarking upon it, and many others have reasonably clear plans in place for 
how they will change. Our workshops highlighted a number of characteristics 
that local government officers believe will characterise the commissioning 
council of the future:

 • The council’s key role will shift from delivering services to community 
leadership, cross-public sector collaboration and championing growth

 • Local government will become far more commercial, relying less on 
conventional outsourcing or grants and instead using payment by results 
and profit sharing

 • Councils will move to a situation where they raise most of their money 
themselves – cash will probably come from retained business rates, 
charging and trading and social investment bonds

7  Where not otherwise footnoted, details of council plans have come either from direct 
conversations with staff or from background papers made available to NLGN.
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 • Legal boundaries will become much less important as councils share 
back office services, jointly commission with other local public sector 
bodies and devolve frontline services down to neighbourhoods

 • Politicians will increasingly look like social entrepreneurs, drawing 
on resources beyond the council to develop creative solutions to 
neighbourhood problems. Democracy will become more direct.

The growth of commissioning

Local authorities are beginning this second phase of change by reviewing their 
services to see how they can be delivered differently, and only then will they 
decide what kind of delivery vehicle is most appropriate. Even those councils 
that choose not to outsource their services will generally go through this 
process of reviewing, repackaging and testing their service against the market.

This shift towards commissioning is not new in the sense that many councils 
already commission or outsource a large proportion of their services. It is the 
scale of the change, the ambition to use commissioning to radically redesign 
services, and the impact all of this will have on the corporate centre that 
seems to be novel.

For instance Sunderland City Council, which does not plan a major increase in 
outsourcing, is pursuing a programme of reviews to develop ‘responsive local 
services’. In the first wave, the council is combining over 20 different service 
silos into six area-based response teams, linking environmental services such 
as litter and graffiti removal and dog fouling. The aim is to increase the degree 
of control local people have over services and to refresh the council’s area 
governance arrangements.

Councils will increasingly look beyond their own boundaries as they redesign 
services. New health and wellbeing boards will provide a platform to 
integrate health and social care, helping councils and the NHS to invest in 
prevention. Community budgets are already allowing a few local authorities 
to join up services for problem families, and these budgets will probably 
evolve over time to take in many more services, perhaps including aspects of 
benefits and criminal justice.
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Some councils will use these reviews to deliberately divest themselves of the 
bulk of their in-house provision, handling community assets such as libraries 
and services like community transport over to local people and turning their 
social care into ‘micro-commissioned’ markets where customers are given 
cash budgets.

Cornwall County Council, for instance, is planning a three-stage shift from 
primarily delivering services in house, to using partnerships for some 
services, and then on to a model in which the core council focuses on 
community leadership. In future, Cornwall aims to have “fewer directly 
employed staff, with more services commissioning through partnerships, 
arms’ length companies, social enterprises and contractors.”8

Brighton’s plans for ‘intelligent commissioning’ envisage a split between a 
central commissioning team of executive directors while services move into 
arm’s length delivery bodies. This does not involve any grand aspiration to 
outsource services – most of the delivery organisations will probably remain 
in the public sector.9

Essex County Council has developed one of the most ambitious blueprints for 
becoming a commissioning organisation. The council’s ambition is that the 
proportion of commissioned services will rise from around 50% to around 
75% over the coming years, with a wide range of delivery vehicles including 
in-house providers, the private sector, the VCS, co-production or divestment 
to communities and a handful of trading arms. This will be supported by 
single externalised back and front offices.

The council’s corporate centre – accounting for something like 15% of its 
revenue spend - will focus on commissioning, professional and strategic 
services. Groups of experts in children’s, adult and place-based services 
will oversee the council’s contracts, supported by teams that monitor 
performance and provide strong governance. The rest of the core will be 
made up of services such as policy, customer analysis, HR and transformation 
support, as well as standard professional functions such as legal.

8  Cornwall Council, Business Plan 2010-14, available at: http://bit.ly/or4IRZ
9  Brighton’s new political leadership is reviewing these proposal. The original document can be found 
at Brighton and Hove City Council, Creating	a	Council	the	city	Deserves, available at: http://bit.ly/pdAigY
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Redesigning, not retrenching

This move to commissioning is not going to be the realisation of the former 
Conservative environment secretary Nicholas Ridley’s famous vision of the 
‘nightwatchman council’,10 which meets once a year to hand out contracts to 
the private sector. 

Councils are, instead, looking for a pluralist model of public service provision 
which includes traditional outsourcing, but goes well beyond this to trading 
models, personal budgets, the use of social enterprises, mutuals and SMEs. 
When they talk about ‘commissioning’, local government officers essentially 
mean creating a contractual relationship with their service providers, even 
when those providers are in-house.

Table 1  Likely changes in local government commissioning practice11

How things are currently done in 
some areas

How things will be done in future 
in all areas

Output-based contracts – ‘answer 
the phone in 20 seconds’

Outcome-based contracts 
allowing more flexibility – ‘raise 
satisfaction by 10%’

Volume-based contracts – higher 
volume leads to more profit

Incentive-based contracts where 
providers benefit from reducing 
demand

Contracts are transactional 
relationships with risk often 
staying with the council

Partnership contracts allowing 
flexibility to meet reducing budgets 
and reflect locality choices

Markets and suppliers all 
operating separately, creating silo 
supply chains

Collaboration among suppliers to 
join-up supply chains

Discrete contracts to meet only 
council’s needs

Collaborative contracts with local 
public sector partners

10  N Ridley, The	Local	Right: enabling	not	providing, Centre for Policy Studies, 1988
11  Adapted from Swindon BC, Strategic	Commissioning	Review, available at: http://bit.ly/r07K75
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Swindon borough council offers an unusually clear description of how 
commissioning practices are likely to change, which we adapt and generalise 
in Table 1, alongside the council’s outline of its future shape (fig 3). It is also 
important to reflect on the pace at which this change will be achieved – 
while Essex will have achieved many aspects of its transformation by 2013, 
the more complex aspects such as partnership relationships with the VCS will 
probably take longer.

 

Figure 3  Swindon’s future model12
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The move to commissioning is accompanied by a desire from many councils 
to become more open, participative and neighbourhood-focused. Many 
are aiming to increasingly co-produce services with citizens, engaging them 
in redesigning services and drawing more effectively on public effort. For 
example, almost a third of applications to NESTA’s Creative Councils programme 
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plan to use co-design of some sort.12 This will probably prove to be the dominant 
innovation paradigm for local government as it moves towards a commissioning 
model. But making a success of co-design probably requires a great deal of 
experimentation to develop new skills and models of public engagement.

Devolving services and power to neighbourhoods is also a key element in 
redesigning local government in many parts of the country. For a handful of 
councils – such as Camden and Lewes - this goes hand in glove with a shift 
towards greater use of direct democracy. This might take the form of directly 
engaging citizens in service redesign, creating incentives to change behaviour 
through council tax rebates or providing very local websites to give citizens a 
space to contribute to debate about their neighbourhoods.

Bradford City Council plans to eventually devolve budgets down to the level 
of parliamentary constituencies, and eventually on to neighbourhoods. 
The aim is to allow local people to decide how much of the money is spent. 
The council hopes that as members of the public take more control over 
the budgets, they will start to contribute more of their own effort to public 
service provision. Communities might shovel their own snow to save money 
that can be spent on better street cleaning or keeping a library open.

Northumberland County Council’s approach to place-based working focuses 
on tapping into the anecdotal knowledge of frontline staff, many of whom 
are highly visible and close to the county’s communities. The aim is to create 
multi-functional teams in major towns and villages that can bring together  
informal information from employees and groups such as the local VCS with 
the formal knowledge of professionals such as social carers. This, the council 
hopes, will help spot problems early and provide communities with joined-
up and customised services. The approach is focused initially on high need 
families but could be applied to a range of services.

Shropshire is planning a similar move – slimming down its management 
structures and pushing decisions down to managers in the field in order to 
encourage ‘commercial’ and ‘entrepreneurial’ behaviour. As the council puts it:13 

12  Nesta, Catching	the	Wave available at: http://bit.ly/nRJojM
13  Shropshire Council, Review	of	Management	Roles	and	Responsibilities, available at: http://bit.ly/nswH9m
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There	will	be	a	strong	emphasis	on	moving	services	to	the	frontline	in	local	
‘hubs’	in	our	market	towns,	to	get	them	closer	to	our	customers,	and	on	
tailoring	them	more	around	local	preferences	and	priorities.	As	part	of	this	
new	approach	to	locality	working,	our	frontline	managers	will	be	given	the	
authority	and	resources	to	make	decisions	and	get	things	done	quickly.

This agenda of devolving services to citizens is arguably the key contribution 
councils are making to the government’s big society agenda.

Co-ops and mergers

There are at least two other interesting approaches to reform which have 
only been embraced by a handful of councils but might prove influential in 
the long run. First is the ‘co-operative council’. At present, only the London 
Borough of Lambeth has fully developed this approach, but a new network 
of Labour councils is starting to spread the concept further. It remains to 
be seen what will emerge from this attempt to create a distinctively left of 
centre approach to local government reform. 

Lambeth’s emphasis is, as leader Steve Reed puts it: “about stronger co-
operation between the council and the community that puts more power in 
the hands of citizens”.14 Communities will commission their own youth services 
with support from the council, local schools will be encouraged to become co-
operative trusts and libraries will be put into a trust owned by the community. 
Neighbourhoods will be able to develop micro-plans for their area and take 
decisions over how their share of the council’s budget is spent.

It is also worth briefly noting the ‘tri-borough’ proposal brought forward 
by the London Boroughs of Westminster, Hammersmith and Fulham and 
Kensington and Chelsea. This essentially involves sharing swathes of services, 
from social care to back office functions. Many councils are considering going 
some way down this route – for instance the six councils in the West London 
Alliance have a presumption in place that they will jointly commission unless 
there is a reason not to.

Our conversations with senior officers suggest that tri-borough style mergers 
will initially prove unpopular. Few areas outside London can match the 

14  S Reed, Trust	our	communities	and	deliver	real	change, available at: http://bit.ly/qHASpE
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degree of spatial and political alignment of these boroughs, and even if they 
could, many regard the tri-borough plan as an experiment yet to prove itself. 
That said, this approach could prove very important in the medium term. 

Councils of the future

Overall, we expect to see four very broad types of council emerge by 2015, as 
shown in the table below. It is important to note that these models are ideal types 
– providing a brief, stylised and high level characterisation of how a council might 
operate as opposed to a detailed description of any actually existing organisation:

Table 2  The shape of local government by 2015

Ideal type 
council

Core purpose Approach to 
services

Attitude to 
communities

Councils that 
might pursue 
this route

Neo-traditional Community 
leadership 
and economic 
growth

Mostly kept 
in-house, 
but reviewed 
for cost and 
responsiveness

Community 
engagement 
done through 
existing 
democratic 
structures

Northern 
mets and 
counties, 
districts not 
facing deep 
cuts

Pragmatic Varies – but 
generally 
to protect 
vulnerable  in 
face of cuts

Review on a 
case-by-case 
basis with 
varying levels 
of radicalism

Varies on a 
service-by- 
service basis

Bulk of local 
government

Commissioning 
councils

Customer 
service

Move to arm’s 
length delivery, 
emphasis on 
markets and 
choice

Communities 
supported to 
rapidly take 
over divested 
services

Southern 
counties

Co-operative 
councils

Community 
development

Co-produced 
with citizens 
taking on more 
responsibility

Blurred line 
between 
service 
provision and 
community 
activism

Next 
generation 
Labour 
councils in 
London, 
North West 
and parts of 
North East.
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2 The	destination:	key	drivers	of	change	
for	local	government
The analysis so far has dealt primarily with the way councils are reshaping 
themselves organisationally to deal with the cuts, but that is only part of the 
story. Councils are defined as much by the world around them as by their 
own internally-driven plans for the future. So having dealt with the journey 
to 2020, we now turn to look at the destination: what kind of world will local 
government operate in, and what factors will shape that world?

To do this, we used a methodology called scenario planning15 – an 
increasingly well-established tool for understanding different possible futures 
and developing robust organisational strategies for addressing them. The 
purpose of scenarios is absolutely not	to predict the future – and none of the 
three scenarios presented here should be interpreted as such. 

Rather, scenarios are used to explore the implications of present trends and 
future possibilities, in order to prepare for any number of possible futures. In 
this sense, scenarios are designed to prepare us for inherently unpredictable	
events – and to empower us to shape the future ourselves through our own 
decisions. As scenario planner Adam Kahane explains:16

“One	of	the	premises	of	scenario	thinking	is	that	the	future	is	not	pre-
determined	and	cannot	be	predicted,	which	means,	therefore,	that	the	choices	
we	make	can	influence	what	happens.	In	a	situation	where	people	feel	swept	
along	by	overwhelming,	inevitable	currents,	this	is	an	empowering	world	view.”

The scenarios for this report were developed though three participative 
workshops with over 40 local government officers and private providers in 
London and Gateshead. The process had four key stages. First, we gathered and 
analysed over 70 trends that we thought were important for the future of local 
government. Then we used a workshop to sort the trends according to their 
importance and uncertainty. This yielded a list of trends that were important and 
certain to happen, and a number that were important and highly uncertain. We 
call these two groups pre-determined	elements and critical	uncertainties.

15  For more information, see: http://en.wikipedia.org/wiki/Scenario_planning
16  A Kahane, The	Mont	Fleur	Scenarios, available at: http://bit.ly/lKaV8g
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Figure 4  Trends for the future of the local government
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We took four of these critical uncertainties – localism, the big society, 
economic growth and new technology – and used them to construct 
outline scenarios for the future. This was achieved by developing 16 
different futures, then ruling out those that were not credible and 
combining several others that naturally fitted together. Through several 
rounds of analysis and discussion, we eventually boiled the data down to 
three core scenarios. These were then tested and refined at two further 
workshops and posted online to promote debate.

Key drivers of change for local government

We concluded that there were at least four critical uncertainties for the 
future of local government. The first is localism,	by which we mean the 
extent to which localities are able to make their own decisions. If the 
coalition government’s current direction of travel continues, we can 
credibly expect councils – and just as importantly communities themselves 
– to gain more power and autonomy. This shift is arguably symbolised by 
the reduction of the number of specific grants from over 100 to around a 
dozen, and only two of these grants will be ringfenced for public health and 
schools17. Figure 5 provides a comparison with situation in 2008/9, when 
not far off three quarters of central grant was ringfenced.

17  See, for instance, House of Commons Library,	The	Local	Government	Finance	Settlement	2011-12, 
available at: http://bit.ly/q9Jzis
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Figure 5  Central government current grants to English local authorities 
by grant type (2008/09)19
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Conversely, if there is a backlash against localism, perhaps because the 
public rebels against perceived postcode lotteries, then ministers may feel 
pressured into creating a new regime of targets and ringfencing.

One potentially gamechanging trend that sits under the localism agenda is 
the question of who raises local government’s funding. If councils are able to 
independently raise a substantial proportion of their own money, then they 
will be affected very differently by trends in central government finances.

18  HM Treasury, Public	Expenditure	Statistical	Analyses, 2009



30 Future Councils  The	destination:	Key	drivers	of	change	for	local	government

It is worth noting that during the dramatic Geddes axe cuts of the 1920s, 
which saw a 25% cut from Whitehall budgets, local government spending 
actually rose slightly.19 Similarly, councils such as the Greater London Council 
were able to raise local taxes to offset central cuts in the early 1980s. 
Proposals to allow councils to retain increases in their business rate base will 
certainly contribute to greater financial autonomy, although they may also 
expose the sector to greater instability. The New Homes Bonus will probably 
inject a further element of inter-authority competition and instability into 
the system as councils seek to maximise their share of a limited financial pot.

The second critical uncertainty is economic	growth. Current cuts to the public 
sector look likely to be just the start of decades of public sector austerity as 
the UK struggles to cope with the growing costs of an ageing population. The 
Office for Budget Responsibility has warned that public debt is likely to rocket 
from around 60% in the mid-2020s to something like 107% by 2060 unless 
spending is controlled or additional revenue raised (fig 6). 

 

Figure 6  Projected government balance and public sector net debt
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19  C Hood, Public	Spending	in	Hard	Times, available at: http://bit.ly/quJXt9
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Figure 7  GDP fan chart
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A return to sustained and healthy economic growth over the coming years is 
likely to reduce, but not eliminate, the pressure for further public spending 
cuts. If councils are allowed to keep more of their business rate take, a return 
to growth would also provide some authorities with extra money. However, 
it is important to note that this is not in any real sense a new funding stream 
– it is simply a new way of distributing existing funds that are currently 
allocated on the basis of need.

There are also important questions here about whether a return to growth 
will actually revitalise growth in average wages, which has been stagnant for 
the past decade.20 We must also bear in mind the fact that UK growth tends to 
be centred on the south east – a return to growth there does not necessarily 
mean that communities in the north or south west will feel wealthier.

Thirdly, we believe that the success of the big	society is a critical uncertainty. 
Although this agenda has been tarnished as a political brand, most people 

20  Resolution Foundation, Missing	Out, available at: http://bit.ly/nkm8Mq
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would agree that the UK would have a better society if its communities were 
more active and resilient. As we have seen in this report, many councils 
are relying on active communities to help fill the gaps that are left by a 
retreating state. Levels of social capital vary widely throughout the country, 
with some wealthy areas like Wandsworth having little and some poorer 
areas having quite a lot. But it is nonetheless true that some areas will be 
better equipped than others to develop a big society response to austerity 
a fact demonstrated by NLGN analysis of the place survey to show levels of 
belonging, trust and cohesion as indicators of social capital (fig 8).

 

Figure 8  Community wealth. (Combining belonging, trust and 
cohesion. Darker regions represent higher scores) 21

	

Our final critical uncertainty is how effectively councils can harness new 
technology, especially	social	media, to design new forms of public service 

21  N Keohane et al,  Realising	Community	Wealth,	NLGN 
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delivery. Many of the most promising innovations at the moment rely on 
smart use of the internet. Some commentators argue that we are seeing the 
emergence of a new wave of collaborative	consumption22 in which citizens 
will use social media platforms to work together in socially responsible ways 
– pooling cars, sharing knowledge or swapping books. 

Technology might also transform the way councils run swathes of their back 
office services. Many councils will adopt cloud computing as a way to save 
money and increase flexibility. Growing enthusiasm for ‘big data’ may also help 
increase productivity – by using deep analysis of large data sets, public services 
can spot and tackle inefficiency, identify underperforming programmes, increase 
revenue collection rates and spot fraud. One estimate puts the potential savings 
from big data across the European public sector at a staggering €250bn.23

Local government may also be able to use big data to support or even 
replace human decision making. Companies like wonga.com already use big 
data to completely automate loan applications.24 It seems likely that this 
approach could be at least partially applied to areas such as criminal records 
checks, housing and council tax benefits, and perhaps even to support 
decisions in areas like foster care.

It is also worth briefly reflecting on some of the factors that we have ranked as 
predetermined	elements. One is inequality, which workshop participants thought 
was certain to be at least as much a problem at the end of the decade as it is now. 

With the coalition government not inclined to spend as much money on 
financial redistribution as its predecessors, it is hard to see how the income gap 
can be dealt with. Even if the coalition government’s plans to increase social 
mobility work, change is likely to be generational rather than immediate. A new 
meritocracy is unlikely to emerge by 2020. This raises an interesting question 
for local government – should it still seek to reduce inequality, or focus more on 
helping people lead decent lives in an inherently unequal world?

22  R Botsman and R Rogers, What’s	Mine	is	Yours, Collins, 2011
23  McKinsey, Big	Data:	the	next	frontier	for	innovation,	competition	and	productivity, available at: 
http://bit.ly/j7YH2P
24  See for instance, W Shaw, Cash	Machine:	could	wonga	transform	personal	finance, in Wired 
Magazine, available at: http://bit.ly/iQzF8x
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Another certainty worth reflecting on is climate	change. Councils will be 
directly affected by the freak weather patterns caused by global warming. 
But they will also be affected by the approach of peak oil, bringing with 
it price fluctuations and possibly limiting the mobility of UK citizens. Of 
course, councils can play a proactive role in shaping this agenda in the way 
they approach renewable energy and a potential new generation of nuclear 
plants.25 

To understand the way that these drivers of change might conspire to shape 
the future of local government, we constructed three scenarios for councils 
in 2020. Our aim was not to describe in detail what local government will 
look like, but instead to anticipate the kind of environment in which councils 
will operate. The scenarios therefore describe the kind of world councils will 
face in 2020 and the challenges that these different worlds might pose. 

These scenarios played an important role in shaping some of the 
management models set out in the previous chapter – California suggests 
that the pressure will be on to create residual and commercial councils, 
while United	Provinces suggests that clustered and federated forms of local 
authority will emerge. Recessions is the most pessimistic scenario, where low 
growth and high inequality spark a public rebellion against localism. It is not 
at all clear how councils will change to cope with this scenario beyond doing 
their best to protect communities from the consequences of poor economic 
and social growth.

It is worth making two further points about the scenarios. The first is that 
they do not represent a vision for local government, but a set of potential 
outcomes. Those outcomes have a slightly pessimistic tone about them 
for two key reasons. First is the extreme uncertainty surrounding the UK’s 
potential for economic growth, the question of how that growth will be 
distributed spatially and socially, and the likelihood that public finances will 
remain extremely tight. 

Another reason for pessimism is the question of inequality – everything we 
know about the development of our economy over the past decade suggests 

25  See for instance L Hildyard, Power	and	Money, NLGN 2011, available at: http://bit.ly/h9CC2f
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that a return to growth will not necessarily benefit a large proportion of 
the population. Median incomes were stagnant from 2003-8, despite GDP 
growth of 11% over the same period, and average wages are currently being 
squeezed by the rising cost of living.26

These scenarios are not mutually exclusive – it is entirely possible (perhaps 
even probable) that some parts of the country will look like California while 
others are stuck in Recessions and some move towards United	Provinces. It 
is also worth noting that any of these scenarios could be blown off course 
by a wildcard. These are low probability, high impact events that might 
include, for instance, the government’s plans for business rate retention 
unexpectedly driving some councils towards technical insolvency.

Scenario 1: California

Coalition	economic	and	public	service	reform	policies	have	more	or	
less	worked.	The	first	half	of	the	decade	saw	the	economy	struggling.	
But	after	the	2015	election	the	UK	made	a	strong	recovery,	with	
tough	environmental	targets	driving	growth	in	green	energy	start-
ups	and	public	service	reforms	creating	a	new	generation	of	national	
champions	providing	health	and	municipal	services.

Cuts	to	the	public	sector	led	to	a	great	deal	of	initial	pain.	Some	of	
those	made	redundant	are	still	struggling	to	find	jobs,	especially	those	
living	outside	the	greater	south	east.	As	the	cuts	hit,	the	big	society	
agenda	initially	failed	to	mobilise	large	numbers	of	volunteers.	Many	
areas	experienced	a	painful	social	recession.	

But	new	policies	focused	on	older	people	as	well	as	competent	use	of	
social	media	to	get	residents	engaged	eventually	encouraged	the	baby	
boomer	generation	and	a	rising	number	of	young	people	to	become	a	
new	army	of	civic	activists.	Social	media	also	enables	younger	people	
to	consume	in	responsible	ways	–	for	instance,	car	ownership	among	
25-35-year-olds	has	declined	steeply	as	services	like	ZipCar	offer	
attractive	alternatives.	In	some	areas,	councils	deliberately	developed	
strategies	and	platforms	to	promote	social	capital.

26  Resolution Foundation, op cit  and G Kelly, After	the	recession	the	real	pain	begins, New 
Statesman, 13 January 2011
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The	result	in	some	urban	areas	is	a	society	that	feels	more	community-
focused,	modern	and	dynamic,	attracting	many	high	skilled	individuals	
and	leading	the	world	in	some	key	global	growth	sectors.	In	other	
parts	of	the	country,	the	results	have	been	less	spectacular	–	poorer	
regions	such	as	the	north	east	are	still	coping	with	the	unemployment	
legacy	of	the	cuts.	The	press	talk	of	‘three	nations’:	London	and	
an	increasingly	successful	group	of	core	cities,	a	lagging	group	of	
northern	cities	and	a	countryside	which	is	still	struggling	despite	a	
flowering	of	social	innovation	and	voluntarism.

The	deficit	is	under	control	but	public	spending	remains	under	
pressure.	Ministers	tend	to	use	whatever	cash	they	have	spare	for	
economic	investment	or	to	meet	the	spiralling	costs	of	health	and	
social	care.	Local	government	has	seen	little	new	money	since	the	cuts	
slowed	in	2015.

Both	ministers	and	some	members	of	the	general	public	tend	to	see	
councils	as	a	necessary	evil	–	there	to	pick	up	the	bins	efficiently,	but	
little	else.	Civil	society	groups	are	increasingly	challenging	councillors	
for	legitimacy	and	some	councils	have	divested	so	many	of	their	
services	into	the	private	and	third	sectors	that	the	public	is	confused	
about	who	exactly	funds	and	manages	key	public	services.	There	have	
been	minor	scandals	in	a	few	areas	as	social	enterprises	have	gone	
bust,	leaving	councils	to	pick	up	the	pieces.

Councils	now	raise	almost	all	of	their	own	money	locally	-	a	feat	
achieved	by	removing	education	funding	from	the	accounts,	allowing	
business	rate	retention	and	a	natural	increase	in	the	proportion	raised	
by	the	council	tax	as	central	grants	decline.	However,	tax	competition,	
referendums	and	well	organised	special	interest	groups	keep	a	tight	
lid	on	council	tax	increases.	In	response,	local	government	has	been	
calling	for	a	more	‘pay	as	you	go’	approach	to	services,	with	small	
charges	appearing	in	most	areas	for	those	who	can	afford	it.

The	trend	towards	direct	democracy	started	by	the	Localism	Bill	
continues	apace,	and	many	councils	face	the	equivalent	of	California’s	
ballot	initiatives	every	few	years	–	often	calling	on	the	council	
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to	address	problems	in	health	and	other	services	beyond	local	
government’s	control	while	simultaneously	limiting	its	revenue	and	
spending	power.

Some	authorities	have	bucked	the	trend	by	seeking	new	sources	of	
cash.	By	collecting	massive	data	sets	about	public	behaviour	on	social	
issues,	they	are	now	able	to	put	together	commercially	viable	social	
impact	bonds	to	provide	preventative	funding.	The	most	successful	
councils	have	set	up	trading	arms	to	sell	their	services	to	others	in	the	
sector.	Increasingly,	back	office	services	are	consolidated	into	huge	local	
government	clouds	covering	all	councils	in	a	city,	or	clusters	of	counties	
and	districts.	A	few	brave	councils	have	offshored	their	back	offices.

Formal	politics	has	become	deeply	unfashionable.	But	the	
problems	that	politics	evolved	to	deal	with	have	not	gone	away.	
Intergenerational	tensions	have	eased,	but	racial	and	religious	issues	
are	still	flashpoints	that	have	not	been	eased	by	localised	planning	
regimes.	Inequality	and	low	levels	of	social	mobility	are	still	recognised	
as	problems,	but	few	politicians	claim	to	be	able	to	improve	them.	The	
country	has	been	starved	of	infrastructure	investment	for	a	decade	
and	many	commentators	are	starting	to	worry	that	the	Californication	
of	the	UK	is	going	too	far.

Scenario 2: United provinces

The	economy	has	been	through	a	decade	of	stuttering	growth.	
Although	government	policy	has	given	the	UK	a	more	competitive	
tax	system	and	raised	levels	of	inward	investment,	the	country	has	
not	developed	new	clusters	of	globally	competitive	businesses	in	new	
growth	sectors.

Faced	with	stubborn	inequalities	and	the	unemployment	legacy	of	the	
cuts,	frustrated	northern	cities	have	led	the	charge	towards	greater	
localism.	After	Manchester	and	Bristol	elected	their	first	city-regional	
mayors	–	with	similar	powers	to	London’s	–	most	of	the	other	core	
cities	followed	suit.	In	order	to	drive	growth,	councils	are	increasingly	
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collaborating	through	LEPs	chaired	by	the	new	city	mayors	to	deliver	
infrastructure.

Central	government	has	not	passed	many	new	powers	down	to	local	
government,	but	some	city	regions	are	doing	it	for	themselves.	With	
their	large	scale,	they	are	able	to	share	services,	access	bonds	for	
infrastructure	investment	and	work	together	with	other	agencies	
such	as	the	NHS	to	develop	a	big	enough	scale	to	access	social	impact	
bonds.	Joint	commissioning	has	taken	off	in	areas	such	as	criminal	
justice	as	well	as	health	and	social	care.

Many	cities	are	now	funded	entirely	locally,	with	business	rate	money	
paid	into	a	central	pot	managed	by	the	mayor	and	redistributed	
according	to	a	local	formula.	But	this	has	not	turned	out	to	be	as	much	
of	a	blessing	as	local	government	hoped.	As	cities	raise	more	of	their	
own	money,	they	are	coming	under	intense	tax	competition	pressure.	
The	big	cities	are	trying	to	resist	a	race	to	the	bottom	as	they	all	seek	
to	attract	new	investment.

The	big	society	agenda	never	really	took	off	in	urban	areas	–	
although	some	rural	areas	have	developed	more	active	and	resilient	
communities.	While	there	was	an	initial	boom	in	mutuals	and	social	
enterprises	as	the	public	sector	divested	services	in	the	early	2010s,	
most	of	the	new	organisations	rapidly	consolidated	into	bigger	
businesses	or	remained	small	and	dependent	on	government	funding.	

There	has	been	little	new	money	for	public	services	over	the	past	
decade,	and	while	behavioural	economics	and	social	media	have	made	
a	difference	at	the	fringes	of	public	service	provision,	they	have	not	
had	a	big	impact	on	the	mainstream.	

Older	people	now	have	to	cover	an	ever	higher	proportion	of	the	costs	
of	residential	care	as	the	£35,000	cap	proposed	by	the	Dilnot	review	
starts	to	edge	upwards.	Even	so,	the	costs	of	caring	for	elderly	are	still	
a	major	burden	on	local	finances,	forcing	council	tax	rises	that	add	
more	fuel	to	intergenerational	tensions.	Many	cities	are	still	struggling	
with	the	legacy	of	unemployment	from	the	public	sector	cuts	in	the	



39Future Councils  The	destination:	Key	drivers	of	change	for	local	government

first	half	of	the	decade.	Local	and	central	government	remain	locked	in	
low-level	skirmishing	about	how	to	pay	for	all	this.

Different	approaches	to	public	service	reform	emerge	in	different	parts	
of	the	country.	Districts	continue	to	merge,	sparking	calls	for	a	new	
wave	of	unitarisation.	Many	counties	have	divested	their	services	into	
community	ownership,	becoming	customer	service	hubs.	But	in	most	
parts	of	most	cities,	the	pattern	of	delivery	is	simply	a	much	more	
efficient,	higher-tech	version	of	what	existed	in	2010.

Scenario 3: Recessions

It	feels	like	the	banking	crisis	of	the	late	2000s	never	quite	ended.	The	
country	has	gone	through	a	decade	of	stop-start	growth	as	it	searches	
for	a	new	economic	model.	Rising	fuel	and	housing	costs	are	squeezing	
the	incomes	of	the	young	and	middle	earners.	While	ministers	trumpet	
some	success	in	developing	new	technology	companies	and	green	
start-ups,	the	public	are	mostly	concerned	about	keeping	their	heads	
above	water.

The	government’s	great	localism	experiment	is	still	in	place,	officially.	
The	Prime	Minister	proudly	proclaims	that	his	government	is	the	
most	decentralising	in	British	history.	But	the	cabinet	was	shocked	
by	the	extent	of	public	backlash	against	localism	in	the	2015	general	
election.	In	the	wake	of	the	various	financial	and	service	crises	that	
some	councils	faced	during	the	cuts,	residents	loudly	demanded	that	
ministers	intervene.

There	has	been	a	slow	accretion	of	power	back	to	the	centre.	Ministers	
started	by	centralising	the	main	levers	of	growth	–	BIS	now	behaves	
a	bit	like	a	single	national	RDA,	with	its	regional	offices	attempting	
to	coordinate	networks	of	LEPs.	In	response	to	complaints	about	
local	government	performance,	ministers	have	started	gathering	and	
publishing	more	national	data.	Decisions	on	major	infrastructure	
projects	are	technically	for	local	people	to	take,	but	most	companies	
now	just	lobby	BIS	if	they	want	to	get	something	done.
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Local	government	remains	unloved.	Central	grants	are	tight	and	most	
areas	struggle	to	win	the	public	support	necessary	for	a	council	tax	
increase.	Social	problems	such	as	inequality	-	which	government	once	
proudly	claimed	to	be	able	to	solve	-	are	now	just	a	fact	of	life.	

Elderly	care	in	particular	has	developed	into	a	running	battle	between	
local	and	central	government	as	ministers	demand	that	councils	
pay	more	of	the	burden	while	refusing	to	remove	the	requirement	
for	referendums	on	council	tax.	A	handful	of	councils	have	become	
technically	insolvent,	and	limp	on	only	because	of	emergency	loans	
from	other	councils	and	the	Treasury.

A	new	movement	among	left-of-centre	councils	has	promoted	a	‘Blue	
Labour’	approach	to	the	problem	of	low	growth,	focusing	on	providing	
young	people	from	working	backgrounds	with	a	sense	of	pride	and	
meaning.	In	practice,	this	has	meant	supporting	new	social	enterprises	
specialising	in	craftsmanship,	design	and	manufacturing.	These	new	
artisans	are	increasingly	championed	as	the	successors	to	William	
Morris.

Others	continued	down	the	path	of	divesting	their	services	to	the	
community	and	private	sector,	but	the	pace	of	change	has	been	slower	
than	expected.	Without	social	and	economic	growth	to	drive	them,	
voluntary	groups	have	been	slow	to	come	forward	and	many	mutuals	
have	failed	to	become	profitable.	Lots	of	councils	that	went	down	the	
commissioning	route	in	the	early	2010s	have	been	forced	to	fall	back	
on	traditional	private	sector	outsourcing.

The	big	society	agenda	has	not	taken	off	in	the	way	that	ministers	
expected.	Without	strong	growth,	many	families	have	had	to	work	
harder	than	ever,	limiting	their	free	time.	Grandparents	who	might	
have	provided	a	civic	army	are	now	focused	on	childcare.	The	VCS	has	
become	increasingly	oppositional	towards	local	and	central	government,	
demanding	that	more	money	is	spent	on	social	protection.

The	result	is	a	country	ill	at	ease	with	itself,	as	different	players	all	
blame	each	other	for	the	lack	of	economic	and	social	success.
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3 	Life	after	the	cuts:	New	directions	from	
2015-2020

Each of these scenarios demands robust organisational response from local 
government. What kind of councils might emerge to grasp the opportunities 
and minimise future risks?

By 2015, councils will almost certainly have coped with the wave of cuts 
outlined in the 2010 spending review and the deficit will be significantly 
reduced, if not eliminated. Reductions in central government funding mean 
that councils will raise something like a quarter of their money locally 
through the council tax, and more if the government’s proposals for business 
rate retention are successfully implemented.

This does not mean that councils will necessarily be entering a new phase 
of financial stability. Just because the money is raised locally, does not mean 
there will be plenty of it. 

As previously noted, the Office for Budget Responsibility believes we are 
embarking upon a generation of public sector austerity, in which case the 
current cuts may only be the start of a long-run structural adjustment in 
the size of the UK state. Some commentators are predicting an ‘l-shaped’ or 
‘hockeystick’27 economic recovery which could take some time to establish 
itself. More local revenue means councils may feel more independent of 
central government, but it also increases local government’s exposure to 
economic instability.

This far out, we need to rely on informed speculation about the future. Many 
of the trends we have already identified will continue. The ‘new normal’ will 
still involve greater devolution to neighbourhoods and areas, a thoroughly 
mixed economy not only of service providers but of service provision models, 
including SMEs, the VCS, joint ventures and micro-commissioned markets. 
Technology will continue to drive change as councils use cloud and process 

27  See, for instance, recent predictions by the Institute of Directors’ chief economist: http://bit.ly/
oAJG3B
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automation to make their back officers ever slimmer and big data allow 
much more effective risk assessment.

As councils commission more services, some will start asking questions 
about their core roles. In a world where social care, housing, perhaps even 
refuse collection increasingly become ‘pay as you go’ consumer services, the 
state needs to ask itself what the new public goods for the 21st century will 
be. Typically, these are goods which secure long-term and collective benefits 
that citizens are unlikely to invest.28 Well-being may be on the agenda, with 
councils seeking to create the conditions for citizens to flourish emotionally 
and socially. Climate change mitigation will be critical for some areas. 

A few councils might become smart social investors in the mould of Joseph 
Chamberlain, who used the proceeds from municipal gas and water facilities 
to fund the redevelopment of Birmingham city centre.29 The latter day 
equivalents of Chamberlain’s investments may prove to be green energy and 
broadband spectrum.

But the real frontier of innovation might be less about managerial reform of 
councils, and more about testing our current financial, spatial and political 
assumptions about local government. Through our scenario planning 
workshops and discussions with officials we have identified at least four 
potential models that could emerge by 2020. These are mapped against the 
scenarios in figure 9.

28  For a fuller consideration of this argument, see A Offer, Why	has	the	Public	Sector	Grown	so	Large	
in	Market	Societies, available at: http://bit.ly/rmQQSR
29  See, for instance, T Hunt, Building	Jerusalem, Orion Books, 2004
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Figure 9  Scenarios and new types of council
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Some strategic commissioning councils will have divested so many of their 
services that the strategic core of the council and its political leadership 
risks becoming invisible to citizens. These authorities will be wrestling with 
questions about the value of local democracy and seeking new ways to lead 
places. One obvious response will be to introduce more direct democracy 
to make the council more responsive to citizen need. Another might be to 
refocus the council’s core functions on taking a lead role in building economic 
success and social capital.

Some of these residual	councils might become a social investment fund 
– a pool of cash to invest flexibly in initiatives that deliver social return 
on investment. This model seems most likely to take hold in large county 
councils. Other residuals may find themselves left with a rump of unpopular 
services that no one else wants to deliver, aimed mostly at the very poorest 
communities.
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Districts and small unitaries will probably find that they need to share so 
many services that they are effectively becoming federations – or clustered	
councils - rather than stand alone organisations. Meanwhile, areas like 
Greater Manchester, the Tees Valley and the Bristol and Leeds city regions 
might find themselves federating further, pooling sovereignty over major 
economic decisions so that they can drive growth.

Both of these developments highlight the likelihood that before the decade 
is out we will see a major debate about the geography and governance of 
local authorities. It has famously been said that local government is not local 
and that it doesn’t govern – highlighting the fact that councils are often seen 
as too big to truly engage communities and too small to realise economies of 
scale and manage growth. While local government reorganisation is likely to 
stay off the agenda, councils will probably find their own ways to overcome 
the tyranny of scale.

A third group of local authorities that might emerge is the commercial	
councils. These organisations will be highly entrepreneurial and focused on 
making a return on their investment. They will probably set up trading arms 
to sell services to other councils and perhaps directly to business and the 
public – for instance opening a shared service centre and allowing local SMEs 
to buy in. 

They will take a highly growth-focused approach to planning to maximise 
their business rate income and bring in planning gain. Some might invest in 
civic assets such as wind power or broadband and make a healthy revenue 
return. Their approach to services will be to seek a financial return – either 
from maximising revenue streams in areas like recycling, joint ventures with 
shared profits, or venture capital investments in local social enterprises.

Some of these councils might develop a new ‘pay as you go’ service model 
where the public buy much of what they need directly and council tax is 
radically reduced. These councils might even start viewing their residents as 
shareholders and pay a dividend weighted towards the poorest residents.

Finally, a handful of local authorities might become lifestyle	councils, which 
focus on promoting a particular brand, image and way of life for their area. 
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These councils will probably develop a focus on green issues, sustainable 
living and improving the wellbeing of their citizens. Some of the most likely 
councils to pursue this route include Lewes and Brighton, both of which seek 
to promote a distinctive type of community and economic life.

These models may not prove to be mutually exclusive – for instance, a 
commercially-minded federation could directly provide a range of shared 
services to its members, allowing them to vary service provision at the 
neighbourhood level. Northern councils in particular might adopt this 
approach in response to the pressure for greater outsourcing.

Challenges for a new decade

This report has highlighted two groups of challenges for the future of local 
government. There are institutional issues – those that will affect councils’ 
ability to change, innovate, adapt and develop the practices, cultures and 
organisational forms that will sustain them into the 2020s. And there are 
broader social and culture issues surrounding localism.

The institutional factors add up to a vast innovation challenge for local 
government – to reform services, take on new roles, develop new 
organisational forms and do it all with much less money. To do this 
successfully, the sector will need to address at least four significant 
challenges.

Divesting old roles and identifying new ones: over the coming decade, 
councils are likely to significantly reduce their presence in some of their 
traditional service areas. Theatres and leisure centres may find themselves 
becoming free-standing mutuals, libraries and community transport could 
end up in the hands of local people. Even social care is rapidly moving down 
the consumerist route of personal budgets. But as commissioning and 
divesting make services seem far more remote from the corporate core, 
councils may discover new community leadership functions. The recessions 
of the early 1980s drove councils to pioneer economic development 
functions – a new way to protect communities. If the analysis in this report is 
right, then new functions for the 21st century might include energy security, 
public health and well-being, and social capital development.
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Developing a new role for politics: local democracy suffers from a toxic mix 
of chronic and acute challenges. Turnouts have been flatlining for some time 
and councillors are unrepresentative of the communities they serve. Now 
politicians face a fresh challenge from the new forms of direct democracy 
contained in the Localism Bill,30 which grants citizens rights to bid to run 
services, to trigger local referenda and to drive neighbourhood planning. The 
shift to the commissioning council will only compound this as councillors lose 
their day-to-day grip on services. 

Local government needs to develop a new account of what its politicians are 
for. Some councils are starting to answer this question by offering councillors 
a greater say in the way services are commissioned in their area – tying 
neighbourhood devolution of services in with political decentralisation to 
ward members. 

Our workshop participants tended to envisage councillors moving away 
from their focus on town hall votes, and instead becoming community 
entrepreneurs. This would mean politicians becoming a sort of super 
community organiser, with a little public cash and good connections back 
at the town hall. Local politicians would spend their time trying to help 
communities get the resources to set up social enterprises, or encourage 
residents to work together to shovel snow and lay grit.  This raises some 
big questions about councillor skills and the link between neighbourhood 
decisions and the town hall’s strategic planning.

Thinking space, innovation and learning: at a time of massive upheaval, 
local government’s thinking space has never been more important. But 
neither has it ever been under so much pressure. As we have seen, councils 
are cutting policy staff dramatically. They will need to find new ways to 
deliver strategic thinking, perhaps drawing on Cambridgeshire County 
Council’s experiment with making policy through a facilitated network of 
assistant directors. Alternatively, councils might try using x-teams, where 
frontline staff work alongside a small central corps of highly skilled strategists 
to develop new ideas.

30  For a fuller consideration of the drive towards direct democracy, see D Carswell and D Hannan, 
The Plan: 12 months to build a new Britain, available at: http://stores.lulu.com/renewbritain, and V 
Bogdanor, The Coalition and the Constitution, Hart Publishing 2011
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Councils also need to learn from each other, and with the demise of the 
Audit Commission and the scaling back of the Local Government Group, it is 
not at all clear where national practice-sharing and challenge will come from. 
One option might be for the LGG to set up an arm’s length research hub to 
commission a programme of research and development work for councils, 
with an emphasis on practical service innovation.

Commissioning capacity: the government’s Open Public Services White 
Paper envisages a vibrant public service market made up not only of the 
private sector, but also mutuals, the VCS, SMEs, social enterprises and 
other types of business. But it is far from obvious that councils have the 
commissioning capacity to deliver on this vision. Even if they do, they may 
find themselves limited by EU procurement regulation.

Councils need to develop a new generation of contracting skills that allow 
them to: grow and manage mixed markets; build flexible relationships 
to ensure service levels are not locked in for a four year term; and to 
occasionally in-source services where there is a lack of competition. Unless 
they can do this, open public services and commissioning councils will 
probably default to a monoculture of traditional outsourcing firms – not 
necessarily a bad thing, but certainly not the point.

More broadly, our scenarios highlight some very clear challenges for localism 
in general and local government in particular. One danger is that budget 
cuts, devolution to neighbourhoods, citizens and service deliverers simply 
‘hollow out’ councils, leaving them struggling for the resources to protect 
the vulnerable and invest in infrastructure. Another is that localism might 
come to be seen as a driver of growing inequality as citizens spot the fact 
that wealthier areas are doing better from business rate retention and higher 
levels of council tax.

If inequality is not going to shift considerably by 2020, then we need to start 
a different kind of debate about how to address it. The issue might not be 
how to reduce inequality, but how to live with it more effectively. There 
are similar issues in the climate debate – given that our chances of averting 
serious climate change currently look slim, should our focus be primarily 
on prevention or mitigation? These issues are well beyond the scope of this 
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report, but if we are to have any hope of addressing these troubling debates, 
we need to start openly discussing the issues today.

Is there a more positive future for local government? Perhaps. The best 
scenario for councils as institutions is probably United	Provinces.	By 
clustering together and pooling sovereignty in an unprecedented way, 
perhaps with other local public services, councils can create a powerful and 
hard-to-undo tier of sub-regional governance for themselves. Councils are 
unlikely to rush down this route, but they should start laying the ground for a 
debate about federation and perhaps even a Boris-style metro-mayor.

Local government’s path to 2020 will be a rocky one, requiring bravery and 
ingenuity. But, as this report shows, it will also require open debate of a 
number of highly contested issues that challenge vested interests and the 
status quo. The sooner the sector starts those discussions, the better.
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Appendix		Council	plans	reviewed

Barnet
Birmingham
Brighton	
Buckinghamshire
Bury
Cambridgeshire
Cornwall	
Cumbria	
Durham	
Ealing
Essex	
Gateshead	
Kirklees
Lambeth
Lancashire
Newcastle
Northamptonshire
Northumberland
Nottinghamshire
Sheffield
Shropshire	
Suffolk	
Sunderland	
Swindon	
Trafford
Warwickshire
Wiltshire	Council
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