
In a year marked by extraordinary political change and ongoing financial challenges, much will 
be riding on the direction of this year’s Autumn Statement. Since 2010, the public sector has been 
squeezed by spending cuts in the effort toward fiscal consolidation, and the strain is being felt 
across all sectors. The new chancellor Philip Hammond has been quick to abandon his predecessor’s 
flagship target of clearing the deficit by 2020 and has hinted at a resetting of fiscal policy. But 
following the Institute of Fiscal Studies’ recent findings that the UK’s public finances have worsened 
by £25bn since the budget, any meaningful reprieve in public sector funding seems unlikely. 

As the professional body representing those working in public finance, CIPFA is concerned about 
the prospects facing public services, particularly in light of Brexit, and calls for more to be done to 
maintain outcomes and plan for the medium and long term. 

By looking at spending across all public sectors, CIPFA has highlighted some of the key concerns and 
financial risks facing public organisations. 
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Brexit
Following the UK’s momentous decision to leave the European 
Union (EU), the impacts of Brexit on the public sector remain 
unclear. Much depends on the trade deal that is negotiated 
after Article 50 is triggered. There is a lot of speculation over 
what trade deal the UK will seek to adopt, but they are known 
to range from membership of the European Economic Area 
(EEA) to trading under World Trade Organisations (WTO) rules. 
If the UK joined the EEA then it would have to accept the 
Freedom of Movement policy and still make contributions to 
the EU budget, but it would have no input in EU decisions. The 
WTO option would be the biggest change as the UK would not 
have to accept EU rules, however, this would mean there would 
be more barriers to trade, including tariffs.

It is important the Autumn Statement reflects the possible 
outcomes of Brexit. Looking forward, the Government must 
factor in the potential consequences of leaving the EU and the 
impact these could have on all parts of the public sector. 

Central government 
With a dampening of growth projections and growing evidence 
that public borrowing will in the medium term be persistently 
higher both as a result of the inevitable rising interest 
payments and other fiscal impacts of the EU referendum 
result, it is more than likely that government finances will 
come under renewed and persistent pressure. 

CIPFA has for some time proposed that the triple lock on state 
pensions be reassessed in order to ease the burden of pensions 
liabilities and address the question of intergenerational 
equity. Furthermore, the negative consequence of ring-fencing 
services should be reconsidered and policy focus moved to 
constructively address the barriers between departments and 
service sectors which stand in the way of the more effective 
deployment of scarce resources. Only then can public services 
be aligned for the benefit of local populations and improved 
social outcomes more widely. The continued support for fiscal 
devolution and locally determined priorities is a prerequisite 
for that outcome.

It has been greatly to this and previous governments’ credit 
that it has produced the Whole of Government Accounts 
(WGA), which provide a near complete picture of the country’s 
financial position. It is disappointing however that they 
are still not fully used to inform fiscal decision making and 
medium-term financial strategy.

Going forward CIPFA would like to see the Treasury take a 
more measured approach and gain a better understanding 
of what impact previous spending decisions have had on the 

quality and outcomes of public services. We believe that a 
better understanding of spending at the individual policy 
level, rather than top line spending, will help to improve future 
spending reviews and policy decision-making going forward. 
With this in mind, CIPFA in partnership with the Institute 
for Government is undertaking research that will help shed 
light on government finances beyond top-level departmental 
spending across a small number of policy areas. The report will 
be published in February 2017.

CIPFA is pleased to see signs that the Government will be 
relaxing its commitment to move to surplus by 2020. As well as 
providing some breathing space to make improved decisions 
on public spending, it will allow the government to factor in the 
financial impacts of Brexit.

We welcome the introduction of a fiscal stimulus, investing 
more on infrastructure and social capital to boost the 
economy, particularly in the areas of transport and social 
housing. This is vital to shoring up the economy and 
addressing areas of inequality and economic opportunity 
across the UK.

Devolved nations
The UK’s decision to leave the EU has created a unique set 
of challenges for the devolved nations, most prominently 
with the Northern Ireland border issues and by reigniting the 
independence debate in Scotland. 

As we move closer to opening formal negotiations, economic 
considerations must be UK wide and not just focused on, for 
example, financial services, which primarily benefit London. 
Industry support in any local area, such as with the Nissan 
plant in Sunderland, needs to be replicated across the UK, 
in all administrations. This should also include clarity on EU 
funding alternatives.

Further devolved powers over borrowing and investment, 
alongside flexibilities over reserves would help to promote 
investment in capital projects in the devolved nations. 
This is perhaps more relevant if this autumn statement, as 
seems likely, will relax some of the austerity measures and 
fiscal targets. 

The re-basing, that is increased funding, of England’s budget 
for combined health and social care should also be addressed, 
recognising the reality of the systemic demographic and other 
pressures affecting the NHS and councils. This would also 
provide the devolved administrations with choice, dependent 
on how the Barnett formula based block grant is used by 
each administration.
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The UK Government should also consider supporting longer-
term financial planning with longer-term spending review 
figures. This would assist devolved administrations in planning 
future taxation and spending commitments. This would of 
course require continuing stability and predictability of the 
existing funding arrangements for devolved administrations.

Health and social care
There is widespread acknowledgement across political 
parties, media and professions that the health service faces 
unprecedented financial challenges, despite its relative 
protection from cuts. These difficulties stem in large part from 
the mounting demographic, medical and economic pressures 
on the NHS. The Government’s assessment is of £30bn 
pressures, which can be met bya £22bn target for savings, with 
£8bn promised in the 2015 Comprehensive Spending Review 
(CSR) to fill the gap. CIPFA believes there will be a further 
shortfall in the NHS budget of at least £5bn, quite likely £10bn, 
and in the worst case as much as £16bn by 2020. 

The 2015 CSR maintained protection for the NHS, but fell short 
of previous growth levels and come with much tougher deals 
for local government, and a reduction in some of the wider 
expenditure, notably on public health, which forms a key 
element of overall health and social care delivery. 

The Government should: 

 � plan to set minimum percentage of GDP to be spent on the 
health and social care system

 � increase public health budgets in recognition of the aims 
in NHS Five Year Forward View to invest in the long-term 
preventative measures to improve long-term sustainability 
of health finances

 � bring forward the £1.5bn increase in the Better Care 
Fund. Ideally, the full increase in 2017/18 rather than the 
currently planned £100m – linked, perhaps, to a more 
flexible view of borrowing based on this being ‘virtuous 
spend’ of longer term economic benefit, and funded on that 
basis ahead of the funding stream from New Homes Bonus 
becoming available.

Local government 
Austerity measures and changes in funding streams have 
meant local government across England has faced mounting 
challenges since 2010. The structure of local government 
and the public sector more broadly needs to change to allow 
services to be provided more effectively and decisions on 

funding to be taken at the right level. The move to 100% 
business rates retention is an important development for local 
government, but it is essential that there is a balance between 
incentivising growth and support for higher need councils. 

It is essential that local authorities are allowed to use their 
resources flexibility in order to support service delivery. This 
should include greater flexibility to borrow to invest. Local 
government has proved able to manage its borrowing within 
the prudential framework. To impose additional restrictions 
and barriers imposes unnecessary burdens on the sector and 
limits creativity and growth by stifling investment funding.

Housing 
The arguments on the importance of good housing beyond just 
brick and mortar are well rehearsed. Housing is important for 
health and improves community wellbeing. Good housing is 
also a key driver in economic growth. Allowing local authorities 
more stability in their policy environment would give the 
country a greater chance of weathering economic change. 

CIPFA argues for a more comprehensive, less one-
sided approach to English housing policy that allows 
local authorities the opportunity to build mixed tenure 
developments and use their resources with greater flexibility. 
This would benefit not just those in greatest need who are 
seeking social housing but the wider population.

Our recommendations to Government remain consistent 
with those we put forward in our document Investing in 
Social Housing1 and these are focused on flexible investment, 
sustainable rent policies and retention of assets.

It is important that local authorities are able to produce 
a strong economic argument for investment funding and 
demonstrate the ability to repay that investment. Current 
policies such as right to buy and high value voids weaken 
rather than strengthen local authorities’ ability to support the 
housing agenda. Our research shows that the combination 
of policy changes over the last four years has meant that the 
capacity to build new homes has dropped from an original 
expected level of 550,000 over thirty years to just 45,000 units 
over the same period. 

Local authorities are still building and willing to build but the 
current policy framework does not support their ambitions. If 
the Government is to reach its one million homes target we 
need to ensure that it does. 
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Emergency services 
The increasingly complex demands faced by police forces 
and the changing nature of crime make it imperative that 
any Government review of future police funding is cognisant 
of those forces which  receive a greater part of funding via 
a Home Office grant than from their local police and crime 
commissioners’ precept.

Alongside the Government’s proposals for greater joint 
working between police and fire and rescue services, it has 

also consulted on fire and rescue authorities being funded 
in part by a Home Office grant rather than business rates. It 
will be important to ensure that both police forces and fire 
and rescue authorities are adequately resourced in future 
in order to maintain frontline services and, in areas where 
policing and fire services are brought together, there will need 
to be an assessment of the impact of implementation on 
both organisations. 
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CIPFA’s position
Ahead of the Autumn Statement, CIPFA calls upon the Government to address the following priorities:

 � There must be a detailed assessment of the impacts of leaving the EU on all parts of the public sector in England and the 
devolved nations.

 � Budgeting needs to focus on the medium to long term, with strategic investment to stimulate economic growth – this 
should include long-term preventative measures to improve the sustainability of health finances.

 � There needs to be a better understanding of the impacts previous spending decisions have had on the quality and scale of 
public services and use that knowledge to influence future decisions.

 � All public sector organisations should be allowed to use their resources flexibility in order to support service delivery, 
including greater flexibilities for local government to borrow to invest.

 � To tackle the housing crisis, there must be more flexible investment, sustainable rent policies and retention of assets.
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