
The 2016 Autumn Statement was delivered this week, which included a substantial re-forecasting of 
Government finances since the Budget 2016. The Chancellor Philip Hammond announced that the public 
purse will be £122bn worse off in the period until 2021, with debt rising from 84.2% of GDP last year to 
87.3% this year, and further increasing to 90.2% in 2017/18.

As a result, one of the most significant policy decisions has been that the Government will no longer seek 
to deliver a budget surplus by the end of this current Parliament, although he did state that public finances 
should return to a budget by ‘as early as possible’ in the next Parliament. 

This decision has allowed the Chancellor to respond, not with further fiscal tightening and departmental 
cuts, but by maintaining the current spending plans and using additional borrowing to fund infrastructure 
investment. Funding this investment will be done largely through borrowing – including a welcome £2bn in 
R&D, which must involve social and intellectual capital, as well as physical infrastructure – while all other 
policy decisions will be funded through additional tax and spending measures. 

Despite borrowing to fund investment, sticking to the current spending plans means there will be no easing 
of austerity for public services. This also means the Government will keep to the same broad priorities for 
the remainder of this Parliament in line with its previous spending decisions, including ring fencing, on NHS, 
defence, overseas aid, and the triple-lock for pensioners. 

There is also concern around the distribution of investment, given the lack of support for ‘Broken Britain’s’ 
areas of high need, which are in danger of missing out on the benefits to city deals and devolution. 

A final surprise came, with a welcome announcement that the timetabling of budgets has been changed. The 
chancellor announced the intention to have the Budget in the autumn and a Spring Statement. This switch 
will allow more time for scrutiny of funding decisions before they come into effect.
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Central governments
The Autumn Statement provided no real surprises for central 
government departments with the focus on capital investment 
in local infrastructure to support economic activity and 
improve productivity and little or nothing on public services. In 
Whitehall terms the “winners” appear to be the Department for 
Transport and Department for Business, Innovation and Skills.

There was no formal re-opening of individual Departmental 
Expenditure Limits agreed at the last Spending Review, 
although there was a commitment to extra money for the 
Ministry of Justice for additional prison officers responding 
to recent incidents. Departmental Finance Directors will be 
relieved that they are not being asked to find additional 
savings – and predictably in funding is important – but those 
that are currently facing the biggest difficulties in balancing 
the books and maintaining services in the face of rising 
demand will get no help.

Areas where more detail will be needed to understand the 
statement’s impact are the implications of the National Living 
Wage and national insurance changes on spending pressures 
and how the £1bn from efficiency savings will be allocated. 
On the latter it will be interesting to see how this is used to 
incentivise departments to deliver efficiencies which has been 
a problem since Treasury ended the automatic carry forward 
of underspends.

Finally looking forward, the Chancellor signalled no changes 
in ring-fencing of protected departments nor in the pensions 
triple lock during this Parliament but suggested that these 
would need to be looked at before the next, a review which 
CIPFA has been advocating for some time.

Local government
It will come as a relief to local government that funding for 
the sector will be maintained, particularly as it means that 
it can continue operating within the four-year guarantee, 
which was announced during the last settlement. However, 
for authorities with social care responsibilities, the lack of 
additional funding, either in the form of grants or precept, 
will be a substantial concern. This is further exacerbated 
by the increase from £7.20 an hour to £7.50 an hour in the 
National Living Wage which while welcome for low paid staff 
will put further pressure on some services, not least adult 
social services. 

Infrastructure investment featured highly in the Autumn 
Statement, including £23bn on innovation and infrastructure 
over the next five years. The extra £1.1bn committed to English 
local transport networks, as well as the £1.8bn from the Local 
Growth Fund to English regions appear as good spending 
initiatives, but it is unclear as to the extent to which local 
authorities will be involved in these projects, and so more 
details are needed. 

The announcement of further business rates relief, through 
the Rural Rates Relief increase to 100%, will be welcome 
news to small businesses. But the sector as a whole should 
be conscious of the fact that this reduces the total income 
raised through business rates. It is important the Government 
demonstrates the impact this will have on the spending powers 
of affected councils given the plans to move towards 100% 
business rate retention. 

Health and social care
Social care services are already suffering from the reduction 
in funds to local government over the past decade. Yet the 
Statement provides no additional support or even retiming of 
support for social care. 

The increase in the National Living Wage, while it was 
expected, actually makes the position tougher as it will 
increase social care delivery costs. The Local Government 
Association puts this at more than £330m. It would be sensible 
for the effects of that annual increase to be match funded. 
CIPFA has called for bringing forward the full introduction 
of the planned £1.5bn increase in the Better Care Fund and 
expanding councils’ ability to raise council tax for social care 
purposes. We would suggest this should top the list of actions 
required in the local government settlement.

It is disappointing to hear the Chancellor claiming to be 
supporting the NHS and backing the NHS’s Five Year Forward 
View by delivering on the promise to increase health budgets 
by £10bn. This includes the £2bn in funding issued in 
2014/15. Leading commentators and Parliament’s own Health 
Select Committee have concluded differently. The Select 
Committee stated that the plan ‘does not in our view meet 
the commitment to fund the Five Year Forward View’ because, 
taking 2015/16 as the base year, total health budgets will 
increase by only £4.5bn in real terms by 2021. 

Education
Schools overall are feeling the squeeze as a result of increased 
costs – such as pension contributions – and are likely to be 
disappointed that no further funding has been found for this 
sector overall. The Chancellor has only confirmed additional 
capital funding for highly questionable policy of expanding 
grammar schools. In addition, the education sector is currently 
awaiting the Government’s second consultation on the 
introduction of a national funding formula for schools which 
aims to eradicate inequalities in the current system.

A national funding formula has the potential to see significant 
losers in terms of funding and has the potential to generate 
significant turbulence across the sector. Key to a successful 
implementation is the need to ensure that there is sufficient 
funding overall to provide for a high quality education system 
and that there is appropriate transitional protection to allow 
schools to adjust to changing funding levels.
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Devolution – Scotland, Wales and 
Northern Ireland
The Chancellor’s announcement of increased infrastructure 
spending will result in increased capital spending available 
to the devolved administrations through Barnett Funding 
arrangements. The increases will cover the period through 
to 2020/21, and amount to additional capital resources to 
Scotland, Wales and Northern Ireland of £800m, £400m and 
£250m respectively.

Control over the increased capital rests with the devolved 
Governments and the issue will be how this increased resource 
is prioritised and deployed. Given the continued plans for 
public sector reform in the administrations and continued 
real terms reductions to resource budgets, will this additional 
capital spend finance cost saving measures or be directed 
towards achievement of outcomes?

The Chancellor has confirmed that NHS budgets have a level 
of protection maintained until 2020/21. This will continue 
to mitigate some of the effects of austerity measures within 
the Westminster budget. However, the devolved governments 
should consider the implications on Barnett Formula funding 
over the longer term if or when this protection is removed. 

Devolved governments were looking to the chancellor to assist 
in key areas of resources spending pressures that include NHS 
and social care as well as facilitating further public sector 
reforms. Looking across the devolved governments of Scotland, 
Wales and Northern Ireland, there is a need to finance 
important reform projects such as local government in Wales 
and health and social care in Northern Ireland. It’s now clear 
that current funding pressures will continue, albeit delayed, 
resulting from the Chancellor’s commitment to balance the 
budget. These under pressure public services will therefore 
need to be addressed locally from existing resource budgets 
or raising further income from newly devolved taxes and 
other measures.

Within Northern Ireland, the Chancellor’s confirmation that 
Corporation Tax will reduce to 17% does provide an opportunity 
to reassess the cost of the Executive’s commitment to reduce 
corporation tax to 12.5% in 2018. This move is seen a critical to 
underpin jobs growth in Northern Ireland.

Devolved administrations need to consider the budget 
timetabling in the wake of the change to having the Budget 
in the autumn and a Spring Statement to ensure proper 
Parliamentary and Assembly time for effective scrutiny of 
future budgets.

Housing
CIPFA welcomes the Autumn Statement’s announcement 
on housing. Housing is a fundamental part of growing the 
economy and an essential part of infrastructure. 

A £3bn Home Builders’ Fund was announced in October with 
£2bn to accelerate construction on public sector land. In 
the Autumn Statement the Chancellor announced a £2.3bn 
Housing Infrastructure Fund to build 100,000 new houses in 
areas of high demand. Funded by a new National Productivity 
Investment Fund (NPIF) and allocated to local government on 
a competitive basis it is intended to “provide infrastructure 
targeted at unlocking new private house building in the areas 
where housing need is greatest”. CIPFA will be waiting for 
the forthcoming White Paper in the hope that the relaxing of 
restrictions to allow “a wider range of housing-types” includes 
social housing.

In line with our recent paper Investing in Social Housing, CIPFA 
would have liked to have seen a greater emphasis around 
housing for those in greatest need and will continue to press 
for reforms that will increase the ability of local authorities to 
deliver social housing. However, the changes to welfare reform 
are a positive move especially for those on low income and who 
often experience greatest housing cost pressures.

Voluntary sector
There was also a disappointing failure of any support for the 
charity and voluntary sector, other than ‘targeted giveaways’ 
being made out of Libor fines and the Tampon Tax Fund. 
These token handouts fail to tackle longer-term issues facing 
the third sector, particularly as it seeks to step in to fill gaps 
in public services arising from austerity, or recognise its 
contribution to the UK economy.
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