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Key Components of the Council’s Budget …

What government 
funding do we expect ?

What local fees and 
charges can we raise ?

How will the state of the 
economy impact on local 
and government funding 
?

What risks might 
materialise, and if they 
do how much might the 
Council spend over its 
budget ?

Both earmarked and un-
earmarked

Can services be delivered 
more efficiently ?

Are the costs of 
delivering services likely 
to rise due to inflation or 
other market pressures ?

Is demand likely to 
increase as a result of 
the economy or 
demographics ?

What are the Council’s 
priorities ?

New Burdens ?
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Key Scale of the General Fund Revenue Budget …
• The General Fund Revenue Budget 

has over £1bn coming in and £1bn 
going out for 2021/22

• Taken together, if those budgets 
prove to be only 99% deliverable we 
could face a £20m variance

• Whilst current savings targets may 
seem challenging, they should be 
considered in the context of 
opportunity to influence either the 
£1bn of spend or £1bn of income.



Matt Davis

The Budget Gap Challenge (March 2021) …
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Risks - Funding …
• Local Government Finance Settlement not expected to be known provisionally until 

late December – impacts on Revenue Support Grant; Business Rate Retention; 
Council Tax Referendum Limits; Social Care Precept; New Homes Bonus …

• Reform of the Local Government Finance System – Fair Funding Review; Business 
Rate Retention; General Business Rates System and Property Revaluation …

• Economic Outlook – growth in business rates and council tax property base; risk of 
rise in bad debt provision if economy struggles to grow …

• Current Year and Future Capitalisation Directions not yet formally approved
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Risks - Reserves …
• General Reserves levels normalised in the outturn for 2020/21 – £27m closing (but 

still subject to external audit)

• Earmarked reserves however still remain relatively low compared to Outer London 
average

• 1% error in 2021/22 budgeted expenditure and income could represent £20m of 
the £27m General Reserves if both moved adverse

• £79m of savings (£24m agreed in March 2021 and £45m options currently being 
considered) – changes to agreed budgets generally carry a higher risk level
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Risks - Expenditure …
• Inflationary Pressures – August CPI rate was 3.2% (future budget model had 

previously assumed 2% in future years) – each 1% on non-staffing costs represents a 
potential pressure of £3.7m …

• Pay Award – labour market pressures emerging across the economy; inflation 
pressures seeing employees demand higher pay awards …

• Sector-Specific Factors – areas such as social care provider costs under specific 
pressure and may see higher than general inflation levels
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Risks - Demand …
• Demographics – growing and ageing population not necessarily matched by 

government funding or ability to grow local income sources to match

• Ageing Population – long term forecasts from ONS are for a growing proportion of 
the population to be beyond state retirement age

• Economic Outlook – any downturn in te economy has the potential to impact on 
need for services (e.g. homelessness support) whilst at the same time impacting on 
income levels

• Further Covid impacts – potential for further spikes to not only impact the local 
economy, but generate demand pressures on local support functions as well as 
pressure on NHS budgets
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Process Going Forward …
Budget Development Timeline

• Star Chamber Process completed end of 
October

• Consultation on Purley Leisure Ctr / C/Tax 
Support Scheme After Oct Cabinet

• Spending Review / Budget 27th Oct
• Scrutiny & Overview Meetings w/c 29/11
• Cabinet 6th December
• 7th December Scrutiny & Overview Ctee
• Local Government Finance Settlement 

Expected end Dec
• Budget Scrutiny Sessions
• Full Budget Consultation process
• Budget Setting Cabinet / Council end Feb

• Budget Setting Cabinet / Council end Feb
• Capitalisation Direction Confirmation
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