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Summary

The last five years have seen a considerable extension of devolution in England. From a
situation where there was only devolution to London, a series of devolution deals have
spread devolution from the Isles of Scilly to the Tweed. But devolution is not everywhere;
instead it is predominantly concentrated in urban areas.

o  Webelieve that in the remainder of this Parliament there should be further
progress on devolution. Devolution must extend not only to combined
authorities but to local government as a whole, and to rural as well as urban
areas.

For devolution to be expanded, and to succeed, it needs support by central government.

«  The Government should work withlocal government and other stakeholders
to produce a devolution framework. The framework should include a set
of principles committing the Government to devolution as an evolving
process with a forward direction.

o Devolution should be the default option unless there is a good and
compelling reason why a policy area should not be devolved, and the
Government should consider following the model for the devolved nations,
where there is a list of reserved powers and all other powers are available
for devolution.

o  Councils should also devolve to their local communities—devolution does
not stop at the town hall door.

Devolution must be undertaken with the involvement of the people in the area where
devolution is taking place. A weakness of past devolution in England has been the
limited consultation with the public, especially prior to negotiations taking place. That
needs to be put right. The local public should also be consulted on whether devolution
should include having a directly elected mayor.

Financial devolution is necessary to ensure the success of devolution.

o The Government should explore alternative ways in which revenue can
be raised by local councils, to reduce reliance on council tax and business
rates. The Government should also commission research into how income
tax or other national tax revenue could be allocated to local and combined
authorities, or how a local income tax across a combined authority area
could work.

In respect of funding, the principle of devolution funding should be that grants are
given on a block basis to cover all services for which local and combined authorities
have oversight, without ringfencing or competitive bidding. The Government should
also bring forward as soon as possible its proposals for how the UK Shared Prosperity
Fund will work.
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We believe there should be further devolution to local government across a range of
policy areas.

o  The proposals of the cross-party Health Devolution Commission should
be the basis for health devolution. Greater powers in respect of housing
and planning and education should also be available for devolution. The
Government should examine the case for further devolution in respect of
other policy areas, such as energy efficiency and the environment. It should
also consider extending powers for Transport for London-style oversight of
local buses to all transport authorities.
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1 Introduction

1. Devolution in England has evolved considerably over the last decade. In 2011
there was only one devolved authority in England—the Greater London Authority
with a directly elected mayor and the London Assembly. Our inquiry has built on our
predecessor committees” inquiries into devolution and devolved institutions." We share
our predecessor committees’ strong support for the principle of devolution.

2. Since our predecessor committee’s 2016 report entitled Devolution: the next five
years and beyond? there have been a number of developments, including the signing of
new devolution deals, for instance with the West Yorkshire combined authority, and the
holding of elections for mayors of combined authorities. Furthermore, the Prime Minister
has indicated his support for devolution, both in 2019,> and more recently when he tied it
to the ‘levelling up’ agenda.> We were therefore keen to take stock of progress made since
our 2016 report, and to consider the next steps for further devolution to areas both with
and without devolution deals.

3. Our inquiry has therefore focused on both existing and potential devolution, in
terms of geography and the powers available. We have looked at existing devolution
arrangements, including in London. We have also considered whether devolution could
be extended beyond the mainly urban areas currently with devolution arrangements. As a
devolution framework has been proposed as a way of simplifying the process of reaching
devolution deals, we decided to assess its merits compared to agreeing bespoke deals.
We have considered the critical issue of the role of central government in devolution.
We have also examined the case for further fiscal devolution and how to ensure effective
governance and accountability.

4. Our predecessor committee began this inquiry in July 2019 and received 33 pieces of
written evidence ahead of the dissolution of Parliament in November of that year. At the
start of this Parliament we relaunched the inquiry, retaining the same terms of reference
and adopting the evidence that had already been received. We held five oral evidence
sessions and received a further 20 pieces of written evidence. We would like to thank
everybody who submitted evidence to the inquiry. We are also very grateful for the help of
our Specialist Advisers, Professor Tony Travers of the London School of Economics, and
Aileen Murphie, Honorary Professor, Durham University Business School.

5. During our inquiry the All-Party Parliamentary Group on Devolution published
their report into the role of national government in making a success of devolution in

1 Communities and Local Government Committee, Fourth Report of Session 2013-14, Post-legislative scrutiny of
the Greater London Authority Act 2007 and the London Assembly, HC 213; Communities and Local Government
Committee, First Report of Session 2014-15, Devolution in England: the case for local government, HC 503;
Communities and Local Government Committee, First Report of Session 2015-16, Devolution: the next five
years and beyond, HC 369; Communities and Local Government Committee, First Report of Session 2017-19,
Effectiveness of local authority overview and scrutiny committees, HC 369

2 Prime Minister’s Office, 10 Downing Street, PM speech at Manchester Science and Industry Museum, 27 July
2019

3 Prime Minister’s Office, 10 Downing Street, The Prime Minister’s Levelling Up speech: 15 July 2021, 15 July 2021



https://publications.parliament.uk/pa/cm201314/cmselect/cmcomloc/213/213.pdf
https://publications.parliament.uk/pa/cm201314/cmselect/cmcomloc/213/213.pdf
https://publications.parliament.uk/pa/cm201415/cmselect/cmcomloc/503/503.pdf
https://publications.parliament.uk/pa/cm201516/cmselect/cmcomloc/369/369.pdf
https://publications.parliament.uk/pa/cm201516/cmselect/cmcomloc/369/369.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmcomloc/369/369.pdf
https://www.gov.uk/government/speeches/pm-speech-at-manchester-science-and-industry-museum
https://www.gov.uk/government/speeches/the-prime-ministers-levelling-up-speech-15-july-2021
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England.* The Public Administration and Constitutional Affairs Select Committee has
also been undertaking an inquiry into English devolution.® Both of those pieces of work
have informed our inquiry.

6. The Ministry of Housing, Communities and Local Government (MHCLG) submitted
written evidence to the inquiry in 2019.° In September 2019 the Rt Hon Sajid Javid, then
Chancellor of the Exchequer, announced at the Conservative Party Conference that the
Government would bring forward a White Paper on devolution,” a commitment repeated
in the Conservative general election manifesto and the briefing for the Queen’s Speech
in December 2019.®> We had intended to question a Minister as part of the inquiry, but
agreed to postpone the session given the challenges posed by a rise in Covid cases in early
2021. We are grateful however to the Ministry for sending a letter updating us on the
Government’s view on the progress of devolution.” In March 2021 it was suggested the
devolution White Paper would be published between September 2021 and March 2022.*°
It has subsequently been suggested that the devolution White Paper will be folded within
the ‘Levelling Up’ White Paper,'' which the Government has stated will be published later
in 2021."> Once a White Paper has been published, it is our intention to question the
Minister.

7. Our report is organised into six chapters. The first chapter summarises the current
state of English devolution, including the views expressed to us about its success and
challenges. The second chapter examines the role of central government in further
devolution, including whether there should be a devolution framework. The third chapter
considers the case for financial devolution. The fourth chapter evaluates the merits for
further devolution of powers in different policy areas. The fifth chapter examines the
case for widening the geographical scope of devolution and whether this should be
accompanied by directly elected mayors and local government reorganisation. The sixth
chapter concentrates on the measures needed to ensure and enhance scrutiny of devolved
authorities.

4 The Devolution All-Party Parliamentary Group, Levelling-up Devo: The role of national government in making a
success of devolution in England, March 2021

5 Public Administration and Constitutional Affairs Committee, The Evolution of Devolution: English Devolution,
September 2020

6 Ministry of Housing, Communities and Local Government (PDE0033)

7 Conservative and Unionist Party, Sajid Javid’s Conservative Party Conference Speech 2019, 30 September 2019

8 Conservative and Unionist Party, Get Brexit Done: Unleash Britain’s Potential, November 2019, p 29; HM
Government, The Queen’s Speech December 2019: Background Briefing Notes, December 2019, p 109

9 Luke Hall MP, Minister for Regional Growth and Local Government, to Clive Betts, MP, Chair of the Housing,
Communities and Local Government Select Committee, 22 January 2021

10 HM Treasury, Build Back Better: our plan for growth, CP 401, March 2021, p 107

1 “Updated: devolution reforms to be replaced by levelling up white paper”, Local Government Chronicle, 6 May
2021

12 Prime Minister’s Office, 10 Downing Street, The Prime Minister’s Levelling Up speech: 15 July 2021, 15 July 2021



https://connectpa.co.uk/wp-content/uploads/2021/03/Levelling-up-Devo-The-role-of-national-government-in-making-a-success-of-devolution-in-England.pdf
https://connectpa.co.uk/wp-content/uploads/2021/03/Levelling-up-Devo-The-role-of-national-government-in-making-a-success-of-devolution-in-England.pdf
https://committees.parliament.uk/work/603/the-evolution-of-devolution-english-devolution/publications/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/105269.pdf
https://www.sajidjavid.com/news/sajid-javids-conservative-party-conference-speech-2019
https://assets-global.website-files.com/5da42e2cae7ebd3f8bde353c/5dda924905da587992a064ba_Conservative%202019%20Manifesto.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/853886/Queen_s_Speech_December_2019_-_background_briefing_notes.pdf
https://committees.parliament.uk/publications/4502/documents/45361/default/
https://committees.parliament.uk/publications/4502/documents/45361/default/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/968403/PfG_Final_Web_Accessible_Version.pdf
https://www.lgcplus.com/politics/devolution-and-economic-growth/delayed-devolution-reforms-to-be-replaced-by-levelling-up-white-paper-06-05-2021/
https://www.gov.uk/government/speeches/the-prime-ministers-levelling-up-speech-15-july-2021
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2 Current devolution

8.  This chapter summarises current devolution arrangements, and evidence we received
on the successes and challenges of devolution in London and other areas where devolution
deals have been agreed. Later chapters will consider the case for devolution in areas
currently without deals.

9. Devolution in England has taken place in three different ways. First, there are
the devolution arrangements in London, with the formation of the Greater London
Authority consisting of a directly elected mayor of London and the London Assembly.
These institutions were created following a referendum in 1998 and legislation in 1999."*
Secondly, there are combined authorities, made up of different local authorities that have
agreed to cooperate. In all but one case they have reached a devolution deal with the
Government and are headed by a directly elected ‘metro mayor’.'* Thirdly, there is the
wider field of local government in England encompassing single-level councils (unitary
authorities and metropolitan districts),'® two-tier councils (county and district councils),
and parish and town councils.’® There is only one devolution deal agreed with a local
authority which is not in a combined authority, namely with Cornwall.

10. Since our predecessor committee’s report in 2016, elections have been held for the
first time in nine combined authorities. This has enabled them to get up and running. A
second election has followed in six of these combined authorities. A new devolution deal
was agreed with West Yorkshire in 2020, and the powers promised in devolution deals,
such as over the adult education budget, have been transferred to combined authorities.
The areas that have devolution deals, and the devolution arrangements to the Greater
London Authority, are summarised in Table 1.

13 Greater London Authority (Referendum) Act 1998, Greater London Authority Act 1999

14 The exception is the North East Combined Authority, which consists of Sunderland, Gateshead, South Tyneside
and Durham councils.

15 Within metropolitan district areas, certain conurbation wide services such as fire and civil defence, police, waste
disposal and passenger transport are provided through joint authorities of the different districts. Ministry of
Housing, Communities and Local Government, Local Government Structure and Elections, (April 2019)

16 There are two additional individual councils— the City of London Corporation within the “Square Mile” of
the historic City of London, and the Council of the Isles of Scilly which is a unitary authority but provides some
services in conjunction with Cornwall Council.



https://www.legislation.gov.uk/ukpga/1998/3/enacted
https://www.legislation.gov.uk/ukpga/1999/29/contents/enacted

Table 1: Areas with devolution

Areas with
devolution

Type of
Authority

Local authorities that are full
members"’

Does it
have a

directly
elected
mayor?

Mayor
first
elected

Policy areas where there is devolution

Stockport; Bolton; Rochdale;
Bury; Wigan

Greater Directly N/A Yes 2000 Transport; Skills and Employment; Public Health; Fire Service;
London elected Police and Crime Commissioner; Arts and Culture; Sport;
Authority'® mayor and Environment; Regeneration; Community Infrastructure Levy
London
Assembly
Cornwall and Local Cornwall™ No N/A Transport; Skills and Employment; Health and social care
Isles of Scilly Authority integration; Land and Housing; Children and other social
services; Fire Service; 100% Business rate retention pilot;
Community Infrastructure Levy?°
Greater Combined Manchester; Salford; Yes 2017 Transport; Skills and Employment; Health and social care
Manchester Authority Tameside; Oldham; Trafford; integration; Land and Housing; Children and other social

services; Police and Crime Commissioner; Fire Service; 100%
Business rate retention pilot; Community Infrastructure Levy

17 There are also associate members of the Sheffield City Region, West Yorkshire, and West Midlands Combined Authorities. Their electorates do not vote in the elections for the directly

elected mayor.

18  The devolution arrangements for the Greater London Authority are based on the Greater London Authority Act 1999, the Greater London Authority Act 2007, and the Localism Act 2011,
part 8. There are also two memoranda of understanding: Memorandum of Understanding on Further Devolution in England, March 2017 and Working towards Justice Devolution to
London, March 2018.

19 The 2015 Cornwall Devolution Deal was also signed by the Cornwall and Isles of Scilly Local Enterprise Partnership and by NHS Kernow Commissioning Group.

20 Powers such as children services, the fire service, powers over land and housing, and having a Community Infrastructure Levy are held by Cornwall Council as a unitary authority, rather than
as a result of the devolution deal.
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https://www.legislation.gov.uk/ukpga/1999/29/contents
https://www.legislation.gov.uk/ukpga/2007/24/contents
https://www.legislation.gov.uk/ukpga/2011/20/part/8/enacted
https://www.gov.uk/government/publications/memorandum-of-understanding-on-further-devolution-to-london
https://www.london.gov.uk/sites/default/files/london_justice_mou_final.pdf
https://www.london.gov.uk/sites/default/files/london_justice_mou_final.pdf

Areas with
devolution

Type of
Authority

Local authorities that are full
members"’

Does it
have a

directly
elected
mayor?

Mayor
first
elected

Policy areas where there is devolution

Liverpool City | Combined Liverpool; Wirral; Knowsley; Yes 2017 Transport; Skills and Employment; Land and Housing; 100%
Region Authority St Helens;Sefton; Halton Business Rate retention pilot
West Midlands | Combined Birmingham; Sandwell; Yes 2017 Transport; Skills and Employment; Land and Housing; 100%
Authority Dudley; Wolverhampton; Business Rate retention pilot
Walsall; Coventry; Solihull
Tees Valley Combined Darlington; Middlesbrough; Yes 2017 Transport; Skills and Employment; Land and Housing
Authority Hartlepool; Stockton-on-Tees;
Redcar & Cleveland
Cambridgesh- | Combined Cambridgeshire; Yes 2017 Transport; Skills and Employment; Land and Housing
ire and Peter- | Authority Peterborough;
borough Huntingdonshire; Fenland;
East Cambridgeshire; South
Cambridgeshire; Cambridge
City
West of Combined Bristol; Bath & North- Yes 2017 Transport; Skills and Employment; Land and Housing; 100%
England Authority East Somerset; Business Rate retention pilot

SouthGloucestershire
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Areas with
devolution

Type of
Authority

Local authorities that are full
members"’

Does it
have a

directly
elected
mayor?

Mayor
first
elected

Policy areas where there is devolution

Sheffield City | Combined Sheffield; Doncaster; Yes 2018 Transport; Skills and Employment; Land and Housing
Region Authority Rotherham; Barnsley
North of Tyne | Combined Newcastle-upon-Tyne; Yes 2019 Skills and Employment; Land and Housing. (Transport
Authority Northumberland;North responsibility is shared with the North East Combined
Tyneside Authority)
West Yorkshire | Combined Braford; Calderdale; Kirklees; | Yes 2021 Transport; Skills and Employment; Police and Crime
Authority Leeds; Wakefield Commissioner

Sources: Devolution to local government in England, No. 07029, House of Commons Library, March 2020; Introduction to devolution in the UK, No. 8599, House of Commons Library, June 2019; HM

Treasury and MHCLG, Addendum to the West Yorkshire devolution deal, March 2021

oL
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https://researchbriefings.files.parliament.uk/documents/SN07029/SN07029.pdf
https://researchbriefings.files.parliament.uk/documents/CBP-8599/CBP-8599.pdf
https://www.gov.uk/government/publications/west-yorkshire-devolution-deal/addendum-to-the-west-yorkshire-devolution-deal
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11. Duringourinquiry, wereceivedlotsof positive evidence about the successes of devolved
authorities. Authorities with devolution deals that submitted evidence highlighted their
achievements.** For instance, Sheffield City Region Combined Authority pointed to the
£500 million brought into the region through private investment through its efforts; the
15,150 jobs it and the local enterprise partnership had created; and the 8,384 people its
skills programme had trained.?” Evidence from other organisations was similarly positive.
We were told Cornwall and the Isles of Scilly had “a very successful mode of governance
and scrutiny”. Their leadership board “works quite well with communities” along with
parish councils and the local enterprise partnership (LEP).>* Greater Manchester’s long
history of stakeholder co-operation and coterminous boundaries saw it described as “an
exemplar for [the] possibilities of devolution”** Specific policies pursued by devolved
authorities were singled out for praise. These included Greater Manchester’s creation of a
single health and social care budget,*® which had broken down siloes;** “the visibility and
voice afforded by the mayor™?*” and its workforce relations.*® Across different combined
authorities the advent of bus franchising,?” lower bus fares,** and increased adult education
provision were also highlighted;*' as was the Mayoral Development Corporation’s help for
the Redcar steelworks in the Tees Valley.*

12. London too received praise. Its governance model was commended;* as was the use
of policy levers to improve transport, for example introducing the congestion charge.**
The different mayors were seen as having given London “a strong voice at the national
and international level”. Examples cited included the 2012 Olympics, securing transport
infrastructure investment, and the role played by the mayor as a spokesperson responding
to the Grenfell Tower fire and to terrorist attacks in 2005 and 2017.*

13. We also however heard about the impact of devolution deals on neighbouring areas
without deals.*® Sunderland Council, which does not have a devolution deal, opined that:

It is clear to us that devolution deals can and do confer a competitive
advantage upon those areas with deals over those that don’t, particularly

21 Manchester Combined Authority (PDE0032), Mayor Dan Jarvis (POD0017), Liverpool City Region Combined
Authority (POD0018)

22 Sheffield City Region Combined Authority (PDE0016)

23 Q66 (Andrew Walker, Head of Research, Local Government Information Unit). Local Enterprise Partnerships
(LEPs) are designed to support businesses. They were established to replace Regional Development Agencies
abolished in 2010. There are 38 of them across England. They are led by a board, chaired by a business leader,
and made up of a mixture of business and public sector representatives. Department for Business, Energy and
Industrial Strategy, Local Enterprise Partnerships Capacity and Capabilities Assessment, BEIS Research Paper
Number 2020/011, (July 2020), p 9

24 Q7 (Francesca Gains, Professor of Public Policy, University of Manchester)

25  IPPR North (PDE0023)

26 Policy Connect (POD0016)

27 IPPR North (PDE0023)

28 Q81 (Mike Short, Senior National Officer for Local Government, UNISON)

29  IPPR North (PDE0023)

30 Centre for Cities (PDE0030)

31 Policy Connect (POD0016)

32 Centre for Cities (PDE0030), Local Government Association (POD0014)

33 Q7 (John Stanton, Senior Lecturer in Law, University of London), Q162 (James Palmer, Metro Mayor,
Cambridgeshire and Peterborough Combined Authority)

34 Centre for London (PDE0018)

35 Centre for London (PDE0018)

36 Local Government Association (PDE0011), Regional Studies Association (POD0019)



http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/105258.pdf
https://committees.parliament.uk/writtenevidence/3881/html/
https://committees.parliament.uk/writtenevidence/3889/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104770.pdf
https://committees.parliament.uk/oralevidence/555/html/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/912341/lep-assessment-2019.pdf
https://committees.parliament.uk/oralevidence/209/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104797.pdf
https://committees.parliament.uk/writtenevidence/3866/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104797.pdf
https://committees.parliament.uk/oralevidence/555/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104797.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/105016.pdf
https://committees.parliament.uk/writtenevidence/3866/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/105016.pdf
https://committees.parliament.uk/writtenevidence/3841/html/
https://committees.parliament.uk/oralevidence/209/html/
https://committees.parliament.uk/oralevidence/1306/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104776.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104776.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104744.pdf
https://committees.parliament.uk/writtenevidence/4308/html/
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where additional financial resources form part of a formal agreement ...
Residents and businesses in areas without a deal are unable to access the
same resources and opportunities.*”

The Confederation of British Industry (CBI) agreed that “when you go down the route of
devolution with mayoral combined authorities, there is a danger of some areas being better
placed to attract funds and investment.” However, their solution was extending devolution
to those neighbouring areas.*® Similarly, the housing developers Midland Heart proposed
“a review of the regions not currently participating in the devolution process such as the
East Midlands, to ensure no regions fall behind.”*’

14. Other assessments of devolution arrangements did not criticise the action or effect of
combinedauthorities, butrather regretted theirlack of sufficient powers and responsibilities.
Evidence from De Montfort University (written by Emeritus Professor Colin Copus), told
us that “what has occurred with devolution so far, is more administrative and task based
decentralisation than the devolution of power.” There was a lack of “decision-making power
or financial autonomy” comparable to that in Scotland and Wales.*® Particular problems
with the North of Tyne arrangements were ascribed to the lack of powers relative to other
combined authorities, the small size and lack of “meaningful economic geography”, and
“weak identification amongst the wider public”. It was feared these weaknesses would
undermine public support for devolution.*!

15. Devolution deals were also critiqued for being inconsistent between different places,
for example: the exclusion from oversight by Cambridgeshire and Peterborough Combined
Authority of the city deal arrangements that are overseen by other combined authorities;**
the combining of the mayor with the police and crime commissioner in some but not all
areas;*’ and some areas having statutory spatial planning powers and others have not.**

The Government review of May 2021

16. InMay2021 the Government published an evaluation of existing devolved institutions.
This was undertaken by the consultancy firm, Warwick Economics and Development Ltd.
Its surveys of the public and business found positive views of metro mayors, who are
seen as providing clear leadership and a single voice for an area. It was recommended
that additional clarification be provided of the role, remit and powers of mayors, chief
executives and other senior management in combined authorities. Further clarity was
also needed on three core principles. First, the legal standing of devolved authorities.
Secondly, the principle of subsidiarity, with regular reviews about which decisions can be
made closer to the people affected. Thirdly, the level of fiscal autonomy provided, with a
move towards a self-sustaining financial system at local level. In addition, for devolution
to succeed there needed to be improved civic engagement, improved working relations
between local and combined authorities (including clarity on responsibilities between

37 Sunderland City Council (PDE0015)

38 CBI (PDE0031)

39 Midland Heart (PDE0027). See also for the idea of regular reviews of devolution the Regional Studies Association
(POD0019)

40 De Montfort University (PDE0003)

41 Centre for Urban and Regional Development Studies (CURDS), Newcastle University, UK (PDE 0006)

42 Q155 (James Palmer, Metro Mayor, Cambridgeshire and Peterborough Combined Authority)

43 UNISON (POD0008)

44 Midland Heart (PDE0027)
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local authorities), and strengthened capacity and capabilities for devolved institutions,
including ensuring sources of long-term funding. The review also proposed monitoring
and assessment of the capacity of areas to take on a devolution deal or further powers;
and advocated greater public engagement during and after the negotiations of the deal. It
also stressed it was unclear how the devolution deal with Cornwall could be extended or
whether it could be replicated elsewhere in England.*®

17. There has been important progress with devolution in England since our
predecessor committee’s report in 2016. But further progress can and should be
made over the course of this Parliament. The remainder of this report sets out our
recommended next steps for extending devolution.

45 Department for Business, Energy and Industrial Strategy, Evaluation of Devolved Institutions: Final Report, BEIS
Research paper number 2021/024, (May 2021), paras 3.9, 3.12, 4.9, 6.9, 6.12
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3 The role of central government

18. Fordevolution to be expanded, and to succeed, it needs support by central government.
This includes the need for the Government to set out a clear purpose or set of purposes
for devolution. There also needs to be a negotiation process that produces a successful
outcome for all concerned and draws in the wider public. This would contrast with the
failure of various previous negotiations which our predecessor committee highlighted in
its 2016 report.*® This chapter considers the purpose of devolution, and how far Whitehall
is committed to English devolution. It then explores how the negotiation process can be
improved. Finally, it examines the case for whether and in what form the Government
should create a devolution framework.

The purpose of devolution

19. Our predecessor committee’s 2016 report into devolution in England urged the then
Government to clarify the aims of devolution, and to set out a clear hierarchy for what
devolution is seeking to achieve and how the proposed form of devolution will achieve its
objectives.*” The Government’s response emphasised supporting local places “to identify
and achieve their own objectives”. It did then stress its interest in proposals from local
areas for devolution deals which supported local economic growth and productivity;
which improved the “alignment, coordination, and efficiency of public services”; and
which supported “engagement with local democratic decision-making.”*®

20. In its September 2019 submission to this inquiry, MHCLG said that it had laid out
clear aims for devolution in 2015:

there are four interconnected aims of English devolution-to boost economic
growth, to increase public service efficiency, to improve Britain’s weak
productivity, and to rebalance the economy, including strengthening further
the Northern Powerhouse and backing other pan regional corridors.*

21. However, other evidence we received disputed that devolution had clear aims. The
initial focus had been on bolstering economic growth,*® with combined authorities having
a strategic focus.® But it had become “an ad hoc, incremental and piecemeal episode of
decentralisation” with multiple rationales advanced to justify it.”> We heard that different
aims “require different approaches and each have their own implications. This lack of
clarity of purpose has undermined the [devolution] deals and caused confusion.”* It was

46 Communities and Local Government Committee, First Report of Session 2015-16, Devolution: the next five years
and beyond, HC 369, paras 51-56

47 Communities and Local Government Committee, First Report of Session 2015-16, Devolution: the next five years
and beyond, HC 369, para 18

438 Department of Communities and Local Government, Government Response to CLG Select Committee Report:
“Devolution: the next five years and beyond”, Cm 9291, May 2016, p 6

49 Ministry of Housing, Communities and Local Government (PDE0033)

50 De Montfort University (PDE0003), Dr John Stanton (PDE0007), British Academy (PDE0008), Local Government
Association (PDE0011), National Audit Office (PDE0024), Q2 (Colin Copus, Emeritus Professor in Local Politics, De
Montfort University), Q57 (Abdool Kara, Executive Leader on Local Services, National Audit Office)

51 Q65 (Ed Hammond, Director, Centre for Public Scrutiny), Q78 (Abdool Kara, National Audit Office), Q169 (James
Palmer, Metro Mayor, Cambridgeshire and Peterboroughambined Authority) -

52 Centre for Urban and Regional Development Studies (CURDS), Newcastle University, UK (PDE0006)

53 British Academy (PDE0008). See also Q166 (Jamie Driscoll, Metro Mayor, North of Tyne Combined Authority)
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also argued that the purpose of devolution will affect its geography. Devolution to enhance
economic growth, bolster democracy, service provision or administrative convenience
would have “different geographic bases”.**

22. We received various different possible rationales for devolution. That devolution
arrangements should reflect local identities was manifested in the call by the political
party, Mebyon Kernow, for a Cornish National Assembly.”® It was also stressed that
devolution needed to reflect geographies people identified with, to ensure devolution
enjoys popular support.’® A second rationale focused on economic growth. There were
mixed views about how far existing evidence substantiates the belief that devolution
brings greater economic growth. The National Audit Office (NAO) stated the evidence
for improvement is “mixed and inconclusive.”>” However, it was thought that improving
cities with devolution arrangements would also benefit neighbouring areas.*® Those
who focused on economic growth as the core purpose of devolution often thought the
boundaries of devolved areas should reflect the economic geography.®® Opinions were also
divided over whether a focus on economic growth was as appropriate for devolution to
rural areas as for urban.®® One reason for the focus on economic growth is to aid levelling
up—the reduction of inequalities, particular economic disparities, between different areas
of England. The CBI declared that the “purpose of devolution” was “unlocking regional
growth”,®" with local knowledge leading to appropriate policies for the locality.® This
was balanced by worries that further devolution would reduce redistribution of funds
and leave poor areas worse off;*> or would be purely symbolic.°* Another rationale was
that devolution would improve the delivery of public services in local areas, enabling an
outcomes-based approach, utilising local knowledge and breaking down the siloes of
government departments.®® Finally, devolution was also presented as a way of reenergising
local government and local democracy, bringing decisions closer to the voter.®® It was also
suggested that devolution could and should serve multiple purposes.®’

23. Alongside these rationales there were clear expressions of the principles that should
underlie devolution. These included a move away from a ‘take it or leave it’ approach to

54 British Academy (PDE0008), IPPR North (PDE0023)

55 Mebyon Kernow (PDE0009)

56 Centre for Urban and Regional Development Studies (CURDS), Newcastle University, UK (PDE0006), British
Academy (PDE0008), IPPR North (PDE0023), Q190 (David Williams, Leader, Hertfordshire County Council)

57 National Audit Office (PDE0024). See also Centre for Urban and Regional Development Studies (CURDS),
Newcastle University, UK (PDE 0006)

58 National Audit Office (PDE0024), Q24 (Colin Copus, De Montfort University)

59 Centre for Cities (PDE0030), Q157 (Jamie Driscoll, Metro Mayor, North of Tyne Combined Authority)

60 Francesca Gains believed there was cross-over of purpose between areas: Q9 (Francesca Gains, University of
Manchester); whereas John Stanton thought transport links, supporting small and local businesses, and service
delivery was paramount in rural areas: Dr John Stanton (PDE0007)

61 CBI (PDE0031). See also British Chambers of Commerce (PDE0029)

62 Policy Connect (POD0016)

63 British Academy (PDE0008)

64 UK2070 Commission (POD0012)

65 Centre for Cities (PDE0030), Cumbria Council (PDE0035), DevoConnect (POD0006), Q61 (Ed Hammond, Centre
for Public Scrutiny), Q115 (Kate Kennally, Chief Executive, Cornwall Council), QZOO,@Z, QQg231-232 (James
Jamieson, Chair, Local Government Association). See also Rt Hon Baroness Armstrong of Hill Top, Chair of the
House of Public Services Committee, to the Rt Hon Boris Johnson MP, Prime Minister, 20 May 2021

66 Centre for London (PDE0018), UNISON (POD0008), Q2 (Francesca Gains, University of Manchester), Q3, Q49
(Colin Copus, De Montfort University), Q48 (John Stanton, University of London), Q237 (James Jamieson, Local
Government Association) o o

67 UNISON (POD0008), UK2070 Commission (POD0012), Q166 (Jamie Driscoll, Metro Mayor, North of Tyne
Combined Authority) o
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devolution to one where there was a “clear commitment from government that it believes
fundamentally in the benefits of devolution.”®® Furthermore, Sheffield City Region
Combined Authority stated that “Devolution is not an event. It’s a journey.”* This was
echoed in statements that “devolution is a process as well as a principle” which required
partnership with elected Mayors, local government, businesses and other stakeholders.”
Sustainable devolution “should be bottom up and not top down.””!

24. Devolution across the United Kingdom has been pursued for different purposes,
and its scope, structure, and geography reflect this. There needs to be clarity on the
most important purposes of English devolution. This can then guide discussions on
the appropriate geography and institutions that are needed. The Government should
clearly outline what it considers to be the purpose(s) of devolution and why those are
the right ends for which devolution is the means. It should then consult widely with
stakeholders and the public on its proposed purposes. Careful consideration should
particularly be given to the purpose of combined authorities and the appropriate
boundaries for them to have.

Whitehall and English devolution

25. Our predecessor committee’s 2016 report urged that devolution should be seen “as
of right, not subject to the fluctuating enthusiasm of central government”. To embed a
culture of devolution in all Government departments the committee recommended
that the Government’s annual report on devolution, introduced by the Cities and Local
Government Devolution Act 2016,”> “should be prepared with input from a wide range
of Departments”, and should include a section where local authorities “report back on
the Government’s commitment to devolution and rating their experience of different
Departments.”.”> Although annual reports have been published, they do not include the
views of local authorities.”

26. Our submissions generally painted a mixed picture of the levels of support for
devolution found in different government departments. We heard that devolution deals
before 2016 were achieved through “very strong ... leadership at a political level, with
Cabinet clout.””* Subsequently Brexit and covid-19 were cited as having caused a slowdown
in the evolution and extension of devolution.” The current combined authorities were

68 Centre for Cities (PDE0030)

69  Sheffield City Region Combined Authority (PDE0016)

70 DevoConnect (POD0006). See also Q67 (Andrew Walker, Local Government Information Unit)

71 Kent Association of Local Councils (PiODOOH). See also Local Government Association (POD0014)

72 Cities and Local Government Devolution Act 2016, section 1

73 Communities and Local Government Committee, First Report of Session 2015-16, Devolution: the next five years
and beyond, HC 369, paras 44-45

74 Ministry of Housing, Communities and Local Government, Secretary of State’s Annual Report on Devolution
2016-17, January 2018; Ministry of Housing, Communities and Local Government, Secretary of State’s Annual
Report on Devolution 2017-18, March 2019; Ministry of Housing, Communities and Local Government, Secretary
of State’s Annual Report on Devolution 2018-19, April 2020; Ministry of Housing, Communities and Local
Government, Secretary of State’s Annual Report on Devolution 2019-20, March 2021

75 Q203 (Lord Kerslake, Chair, UK 2070 Commission). See also Q204 (James Jamieson, Local Government
Association), Q207 (Greg Clark MP, Chair of the Science and Technology Committee)

76 Core Cities (sz), IPPR North (PDE0023), Centre for Cities (PDE0030), Q152 (James Palmer, Metro Mayor,
Cambridgeshire and Peterborough Combined Authority) o
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described as a “half-hearted project” that central government “regard as experiments, that
many in London would appear not to care whether they succeed or fail.””” The Local
Government Association (LGA) explained that after 2016:

While Ministers in the Ministry of Housing, Communities and Local
Government (MHCLG) continue to support and promote the deals,
engagement with other Government departments has fragmented. This
has led to a shift away from a joined-up Whitehall response to promoting
local growth and public service reform, and towards a transactional model
between national departments and individual devolution areas focused
on funding and powers. In general, the approach to those areas with deals
already secured has developed a more pronounced focus on medium term
viability and short-term delivery.”®

27. We heard that different government departments displayed starkly differing levels
of commitment to devolution, resulting in uneven rates of devolution in different policy
areas, and causing negotiations to be siloed and inflexible.”” Departments praised for their
engagement were MHCLG, the Department of Health and Social Care, the Department for
Business, Energy and Industrial Strategy (BEIS) and the Department for Transport.*® By
contrast, there was criticism of the lack of engagement by the Department for Education
and the Department for Work and Pensions.** These differing levels of engagement are
significant because MHCLG, BEIS, Education and the Treasury were singled out as the
crucial departments for devolution.*? A wish was also voiced for greater involvement from
the Department for Digital, Culture, Media and Sport and from the Department for the
Environment, Food and Rural Affairs.®

28. The NAO reported fears that the Cities and Local Growth Unit within MHCLG,
despite increases in staffing levels, lacked the capacity to negotiate and implement multiple
devolution deals simultaneously and to maintain momentum for devolution across
Whitehall without senior political commitment to it.**

Covid-19

29. It was also feared that the covid-19 pandemic could delay the further extension of
devolution:

There is a risk of capacity in central Government to want to push ahead
with something like devolution when there is so much else that they will
need to be dealing with. We saw a similar thing happening when Brexit
rather steered us off course.®

77 Cambridge City Council (PDE0026)

78 Local Government Association (PDE0011)

79 Greater Manchester Combined Authority (PDE0032). See also CBI (PDE0031)

80  Cornwall and the Isles of Scilly Leadership Board (PDE0014), Sheffield City Region Combined Authority
(PDE0016), Q207 (Greg Clark MP)

81 Q151 (Jamie Driscoll, Metro Mayor, North of Tyne Combined Authority), Q207 (Greg Clark MP), Sheffield City
Region Combined Authority (PDE0016)

82 Q21 (Francesca Gains, University of Manchester)

83  Sheffield City Region Combined Authority (PDE0016)

84 National Audit Office (PDE0024)

85 Q57 (Andrew Walker, Local Government Information Unit)



http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104837.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104744.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/105258.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/105881.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104764.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104770.pdf
https://committees.parliament.uk/oralevidence/1584/html/
https://committees.parliament.uk/oralevidence/1306/html/
https://committees.parliament.uk/oralevidence/1584/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104770.pdf
https://committees.parliament.uk/oralevidence/209/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104770.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104814.pdf
https://committees.parliament.uk/oralevidence/555/html/

18  Progress on devolution in England

30. We heard mixed views over whether combined authorities had been particularly
successful in responding to the pandemic.®® There was however uniform praise for the
response of local government as a whole.®” It was stressed it will play an important role
in the economic and social recovery.®® Furthermore, there was strong criticism of central
government, with its “over-centralised system of governance” seen to have been “found
wanting in several ways” in responding to the crisis.*

31. The enthusiasm for devolution in central government was also thought to have
diminished following the controversy, particularly in October 2020 in Greater Manchester,
over implementing different tiers of restrictions in different parts of England.”® David
Williams, the then leader of Hertfordshire County Council, commented that “I am really
concerned the wind has been taken out of the Government’s sails on this.””* Subsequently,
the Prime Minister has emphasised his support for devolution and its link to ‘levelling
up’.92

Interactions with central government

32. Opinions were divided over how satisfactory devolved areas’ interactions were with
central government. The public affairs and communications agency DevoConnect quoted
one mayoral office as stating: “The relationship with Departments is positive but still suffers
from a client/master deficit.”* The Cornwall and the Isles of Scilly Leadership Board
gave a balanced account. On the positive side it pointed to a number of good meetings
and successes in achieving formal approval for the requests outlined in its New Frontiers
document.”* However, in other cases requests for further devolution had been refused,
with its rural geography being cited as the reason.”> We were also told other devolved
authorities, notably Greater Manchester, had encountered problems, with “several cases
of various kinds of policy that were made harder to deliver because of centrally demanded
frameworks.”® Greater Manchester Combined Authority explained there had been
ongoing discussions with departments over the interpretation and spirit of aspects of
its deals.”” James Palmer, the then Metro Mayor of Cambridgeshire and Peterborough,
characterised the relationship as one as “for everything that we do, we have to go to teacher
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and ask if it can be done first.” Accordingly, power remained with MHCLG as “it holds
our purse strings”, meaning “That makes it really difficult to plan ahead and to deliver
across a wide remit of exceptional challenges.”®

33. One way of breaking the siloed approach to devolution in Whitehall is departmental
and ministerial reorganisation. Before the recent Cabinet reshuffle, oversight of English
devolution rested with Luke Hall MP, the then minister of state for regional growth and
local government, and not with the Secretary of State who had overall leadership and
strategic direction of the department. This contrasted with other departments where the
secretary of state also has specific policy responsibilities.”® At the time of agreeing this
report it is not clear where that responsibility now sits. Proposals were advanced for a
department of the English Regions,'*® a department for devolution across the UK,'*" or
a secretary of state leading on devolution.'*> Rt Hon Greg Clark MP, whose ministerial
responsibilities during the Coalition Government had included decentralisation and
cities, recounted his belief that the minister needed to be in the Cabinet Office close to
the Prime Minister, thereby exercising sway over the whole breadth of government.'*
Andrew Walker, Head of Research at the Local Government Information Unit responded
by arguing:

Iwould even ask the question of what the Ministry of Housing, Communities
and Local Government is for if it is not to play that role, to progress
devolution, to be promoting the agenda across Government and to be out
there in the regions.'**

34. We heard other proposals to bolster devolution. These included establishing an
“Independent Advisory Board to assess and advise on devolution deals against the
published framework.”'** We heard arguments for a mayoral council that could meet with
the Prime Minister at least twice a year, both providing additional scrutiny of central
government and publicly showing the Government’s commitment to devolution.'’® There
was also a proposal for greater regional cooperation between combined authorities which
would “have a ministerial champion and report to a parliamentary committee”.'*”

35. To embed devolution at the heart of central government the new Secretary of
State for Levelling Up, Housing and Communities should be responsible for vigorously
driving forward English devolution and this should be explicitly stated as one of his
responsibilities. Our predecessor committee’s recommendation of permitting local
authorities to report on their interactions with different government departments in
the annual report on devolution should be adopted to drive a culture of positive and
proactive support across the whole of Whitehall for devolution. Furthermore, a council
of all areas with devolution deals should be established and hold meetings at least twice
a year with the Prime Minister.
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Negotiations

Criteria for devolution

36. In 2016 our predecessor committee expressed grave concern about the manner in
which devolution deals had been negotiated. It expressed unease about the capacity of
government to handle the different bids it was receiving. It argued that better engagement
with the pubic throughout the negotiating process was needed, and that greater openness
was needed about the offers, counter-offers, and the deal. The Government was urged to
“publish the criteria it uses to assess and agree proposals so local areas can refer to these
when drawing up their devolution bid.”'°® The Government disagreed that there should
assessment criteria for deals, arguing that “there is no blueprint for devolution proposals”.
Accordingly, it argued that governance arrangements needed to be appropriate for the
powers devolved, but each deal would be unique.'”

37. Subsequent government comments have diverged from this statement. We were told
that the One Yorkshire proposals (for a devolution deal covering the whole of Yorkshire)
had been rejected by the Government because they “do not meet our devolution criteria”,'*’
without such a criteria having been published.'! On several occasions in the last two and

a half years ministers have referred to a “criteria for devolution” in Parliament."?

Transparency and public engagement with devolution negotiations

38. We also wanted to know whether there had been improvements in the transparency
of and levels of public engagement with the negotiating process. Due to the slowdown
in the momentum of devolution since 2017, much of our evidence concentrated on the
negotiations of 2015-17. It was argued that deals had been prevented by party politics
and disputes over geography.''> Other complaints voiced about those negotiations were
their secretive nature, the lack of focus and cohesion in government,'* the lack of clear
responses from government, the absence “criteria for success”, alongside the excessive
pace of negotiations and insistence on a directly elected mayor."** The LGA proposed that
further governance arrangements should be bottom-up, led by councils.'*®

39. Commentary on more recent negotiations suggested little had changed. In its
evidence, the Home Builders Federation complained that it was unclear to the public why
there had been delays to the agreement of the devolution for the West Yorkshire Combined
Authority.'"” The consultation on the 2020 Sheffield City Region devolution deal was
also criticised. It took place after the deal has been struck, with little public engagement
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or understanding, and the consultation was dismissed as a box ticking exercise.'*® The
consequence of this lack of public engagement is that negotiations for devolution remain
“organisations that are too big—councils, collections of councils and Government—
talking to each other, and the public have fallen through the gap.”*"’

40. Consequently, it appears that “putting it charitably, [there is] limited public
awareness of combined authorities and their roles.”*** We heard various proposals for
enhancing public engagement. These included using citizens’ assemblies,'** alongside
greater councillor interaction with their constituents, and enhanced use of social media
in discussing and publicising devolution.'?* Public engagement ahead of negotiations
with central government could help fashion a negotiating mandate for those local and
combined authorities.'**

41. The lack of transparency and public engagement in the negotiation of devolution
deals have not been addressed since our predecessor committee’s 2016 report. Both have
remained minimal. We reiterate our predecessor committee’s recommendation that
there should be greater efforts to engage the public before as well as after negotiations,
through consultations, citizens assemblies and better publicity. To ensure that local
councils use their limited resources on compiling proposals with a chance of being
accepted, the Government should also publish the criteria it uses to assess and agree
proposals.

Devolution framework

42. In October 2019 the then Secretary of State, the Rt. Hon Robert Jenrick MP, told our
predecessor Committee that a forthcoming devolution White Paper would:

[ ... ] provide a framework for devolution and decentralisation across
England, which will not be limited to what we might offer to those parts
of the country that want to come forward and do what is now, as I say,
quite a well-established model of having a mayor and a combined authority.
The level of powers and responsibilities will obviously vary depending on
the degree of reform and accountability that areas of the country want to
embrace.'**

43. 'This idea of a devolution framework was one we pursued throughout our inquiry. We
wanted to assess its merits compared to the current ‘deal” approach, and to clarify what the
framework should contain and what its purpose should be. Although the framework has
not yet been published, the LGA reported that their “soundings” with the government had
“suggested a familiar, transactional approach to devolution, with local areas encouraged
to bid for a centrally determined set of powers in exchange for some degree of governance
reform.”'?*
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44. There were defenders of the current approach of ad hoc negotiations between central
government and areas seeking devolution. These included De Montfort University, which
warned that a national framework could “create a one-size-fits-all approach to what
should be a locally driven process. Any framework ... should be light touch and advisory
only.” The insistence on directly elected mayors was cited as evidence of where a one-
size-fits-all approach had frustrated devolution in the past.'?® Dr John Stanton, Senior
Lecturer in Law at the University of London, agreed the bespoke element of devolution
deals “is their primary selling point” and “one of their greatest strengths”.'*” He argued
a framework “cannot be too detailed” nor should it “be too top-down”; and that bespoke
deals “should be protected in any further alterations”.*** Colin Copus, Emeritus Professor
of Local Politics at De Montfort University, argued the framework would inevitably be
both detailed and top-down, and feared it would drive undesirable local government
reorganisation. Instead he favoured “some form of basic silver, gold and platinum package
of devolution”. The silver would apply to all local authorities, and “Above that are different
tiers of devolution that you can buy into if you get the support from a collection of local
authorities.”'*” Greg Clark MP argued a bespoke approach was needed “to reflect what
the local areas want”. However, he distinguished between “devolution as a blanket policy”
where every local authority received a particular policy responsibility, and a framework
where local authorities might need to produce a plan for government, who could then
judge whether the authority could succeed if that policy area was devolved.'**

45. Some submissions recognised both the advantages of a framework whilst voicing
concerns about aspects of it. Cllr James Jamieson, Chair of the LGA, emphasised that he
would support a framework which was clear and bottom-up; but feared it would “top-
down” and ambiguous. Moreover, there needed to be less focus on structures, than on
“the underlying function, which is to get improvements to our communities through
devolving powers”. Cllr Jamieson disagreed with Greg Clark’s idea of central government
determining whether an area was ready for devolution, opining that this approach would
lead to nothing being devolved at all and saying that “An alternative would be to say that
Whitehall needs to justify why you should not be able to do it.”**! Similarly, the Centre
for Public Scrutiny noted a lack of details—such as whether a bespoke element would be
retained—made it hard to comment on the framework idea. It argued a framework could
lead to consistency that would aid negotiations; but worried it would “lead to limitations
in flexibility” and create “unequal negotiating positions between Government and local
areas.” Their solution was that local government should be consulted and should need to
agree to the framework for it to proceed.'*

46. 'The majority of our submissions supported some form of a devolution framework.
The two metro mayors who appeared before us approved of the idea,'* as did Greater
Manchester Combined Authority.'** Abdool Kara, Executive Leader on Local Services
at the NAO, argued that “The sector is crying out for the devolution framework to give
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everybody a starting point to work from and to buy in or at least expose those Government
Departments that are not at the table.”*** The Institute for Public Policy Research (IPPR)
North argued that “Setting a clear framework, based on principles and not on rules, is key
to ensure the effectiveness of the devolution agenda in the long term.”**°

What should a devolution framework look like?

47. Proposals for a devolution framework had several core themes. Professor Francesca
Gains, Professor of Public Policy at the University of Manchester, supported “a clear
statement in presumption of devolution”, with clarity about the potential and requirements
(in terms of capacity and evidence needed) for further devolution."”” This wish for a
basic criteria for devolution, which expressed the principles underpinning it, was found
elsewhere, alongside a wish for clarity on the geographical scope of devolution.**® Secondly,
there were calls for the framework to build in flexibility and to be locally-led, to put in
place mechanisms for deciding on local priorities and how they would relate to national
priorities.* Thirdly, the framework should also ensure “scrutiny and oversight of the
design of the negotiating process” including enabling a range of viewpoints to contribute
to negotiations.'*® The CBI proposed an independent advisory board to assess new deals
against the framework."*! Fourthly, the framework should explain how ongoing scrutiny
of the delivery of devolution would work.'** A fifth idea, was “a menu of choices” produced
by local and central government, '** as part of “a stepping-stone approach” with devolution
being extended at the pace right for the local area. '** Centre for Cities proposed that “a
clearer and more straightforward approach” would involve using the ‘reserved powers’
model used for devolution to Scotland, whereby on those powers not being devolved are
specified and all others are automatically devolved.'*
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48. We approve of the principle of a devolution framework. It will provide clarity as
to what is available for devolution. The Government should work with local government
and other stakeholders to produce a devolution framework. To succeed, the framework
must provide flexibility and be grounded in a comprehensive consultation with
stakeholders to avoid being a top-down imposition from central onto local government.
It should include a set of principles committing the Government to devolution as an
evolving process with a forward direction. Devolution is not just about increasing the
powers of combined authorities, but enhancing the powers of local government as a
whole. A key principle should be that devolution is the default option unless there is a
good and compelling reason why a policy area should not be devolved. The Government
should consider following the model used for the devolved nations, where there is a
list of reserved powers not available for devolution, with all other powers available for
combined and local authorities. It should not be obligatory for any area to take on all of
the available powers straightaway or at all. Furthermore, councils should also devolve
to their local communities—devolution does not stop at the town hall door.

49. The Government has previously stated it wishes to ‘level up’ the powers of existing
combined authorities to match those held by Greater Manchester, with the exception of
health devolution."*® We were told that Greater Manchester’s model was not a panacea for
everywhere;'*” and instead stakeholders thought that “to ‘level up” metro mayor powers for
all combined authorities was a good idea”, and should precede a devolution framework."*®

50. Instead of using Greater Manchester as a yardstick, all existing places with
devolution deals should be offered the same powers as all others currently have. They
may not choose to immediately take them up, but the option should be available.

146  Jenrick confirms no health devo in ‘levelled up’ deals”, Local Government Chronicle, 2 October 2019
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4 Financial devolution

51. Our predecessor committee in 2014 underlined the need for financial devolution. It
highlighted how fiscal devolution “provides enhanced local autonomy”, “would encourage
greater economic growth across England”, and “presents an opportunity to improve
accountability” of local politicians.'*” In 2016 another committee report reiterated this call,
stating that it expected further action by government on devolution during that Parliament
“including moves towards fiscal devolution.” With regards to London it was stated that
“we believe fiscal devolution is essential to London’s continuing success”.'*® Five years
on, the necessity for action on this front has grown. The pressures on local government
finances, which we have recently detailed, have persisted and have been augmented by the
impact of covid-19.">' This chapter makes the case for financial devolution and examines

what form it could take.

The necessity of financial devolution

52. The case for financial devolution has been previously stressed by the Prime Minister.
In 2014, when Mayor of London, he advocated to our predecessor committee the
devolution of five property taxes (stamp duty, council tax, business rates, annual tax on
enveloped dwellings and capital gains tax) to London and other large cities. He said of
fiscal devolution “This is a reform whose time has really come.”** This advocacy was
echoed in the continued support we heard for the recommendations of the London
Finance Commissions of 2013 and 2017 for devolving property taxes.'*’

53. 'The need for financial devolution was also emphasised in our evidence. Professor
Colin Copus from De Montfort University declared that: “The need for fiscal devolution
is vital now. We have got to a stage where we cannot sustain the system we are developing
based on handouts from the centre.”*** The Metro Mayor of the North of Tyne Combined
Authority, Jamie Driscoll proclaimed “If we are going to make a difference, though, it is
going to require significant fiscal devolution”, and that “there is no chance of devolution
working unless fiscal devolution comes with it—none whatsoever.”*** The benefit of fiscal
devolution was explained by Ed Hammond, Director of the Centre for Public Scrutiny, who
argued that fiscal devolution was needed to ensure the sustainability of local government.
In particular giving “fiscal freedom” in place of ringfenced funding would facilitate taking
longer-term, more strategic decisions.'*® It would overcome the situation of accountability
without responsibility in issues such as transport, where mayors are blamed but lack the
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case for local government, HC 503, paras 25, 28, 30

150 Communities and Local Government Committee, First Report of Session 2015-16, Devolution: the next five years
and beyond, HC 369, paras 2, 96, 103

151  Housing, Communities and Local Government Committee, Second Report of Session 2021-22, Local authority
financial sustainability and the section 114 regime, HC 33, para 32
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funding and powers to directly tackle the problems."*” Furthermore, the County Councils
Network cited a report by Oxford Economics arguing devolution of taxation and spending
to “counties could save £36 billion over five years, and add £26 billion to the economy.”**®

Council tax

54. Local government currently draws its tax revenue from council tax and business
rates (formally called non-domestic rates). Our predecessor committee’s report in 2019
into local authority finance pledged that the devolution inquiry would examine the issue
of new bands for council tax.'* Earlier this year, we called for reform to council tax and
business rates.'*

55. Wereceived evidence calling for reforms to the council tax system. These could include
abolishing the referendum requirement for increases of 2% or above in general council
tax,'** and following the example of Wales in adding extra council tax bands.**> Council
tax was criticised as regressive and needing a national revaluation, organised to ensure it
is revenue neutral.'*® It was suggested there could be devolution of the determination of
council tax discounts (for example for students and single persons), possibly to groupings
of local authorities.'**

Business rates

56. Business rates are based on a nationwide valuation of properties, with the rateable
value of a property reflecting the annual rent that would have been charged on the open
market. Multipliers, set as the pence in the pound of rateable value, are then set by central
government. Both the setting of valuations and multipliers was formerly undertaken by
local government—valuations were assessed locally until 1948 and the multiplier was set
locally until 1988.'%° The standard multiplier in England is 51.2p, meaning a rateable value
of £100,000 would mean the business would have an annual liability of £51,200. Properties
of a rateable value of under £51,000 have a multiplier of 49.9p.'°°

57. A recent development has been the piloting of the retention of 75% or 100% business
rate revenue by certain local councils and combined authorities. The combined authorities
in Greater Manchester, Liverpool City Region, West of England, and West Midlands,
along with Cornwall Council, have had 100% retention of business rates from 2017-18.
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This has meant them foregoing some grant funding from the government.'®” For local
councils other than Cornwall, the Government’s proposal for 100% retention proposed
in 2015 was reduced to 75% in 2017. This in turn was postponed in 2019 and 2020.'°®* We
recently recommended that local councils should be able to retain 75% of business rate
revenue from 2022 without a commensurate cut in grant funding. We also advocated
reforming business rates to level the playing field between physical and online retailers
and consideration of alternatives to business rates and council tax.'®® These proposals
echoed our predecessor committees’ calls for business rate retention to be used to tackle
existing cost pressures and the devolution of other property taxes to local councils,'”° for
an online sales tax to help the high streets,'”! and consideration of alternatives to business
rates.””? In 2018 the then Government held a consultation into business rate retention,
but there has been no Government response.'”> Nor did the Government engage with the
previous committee’s proposal for devolution of other property taxes.'”* The Treasury has
been consulting about business rates.'”® But the final response to consultation has been
postponed until the autumn of 2021."°

58. We received many sympathetic views concerning business rate retention. Examples
of success were cited by Cornwall and Isles of Scilly Leadership Board and by Greater
Manchester, with the latter claiming continuing with it “would help to put investment on
productivity growth on a sustainable basis.”'”” The London Assembly voiced unhappiness
about the reduction from 100% to 75% retention in 2019-20 in London.'”® Greg Clark MP
argued that “Business rate retention has been very important in establishing that central
connection between the leadership of a place and the businesses there.”*”® Due to the
success of retention the LGA commented that “It should be increased further without
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any additional responsibilities or phasing out of other grants.”**® Similarly, the Chief
Executive of the Centre for Cities think tank, Andrew Carter, suggested there needed to
be 100% retention everywhere, accompanied by other reforms to the tax.'®!

59. These positive views of business rate retention were not universally shared.'®* The
British Academy argued that retention created perverse incentives to promote out-of-town
distribution and shopping centres. Moreover, reduced redistribution left some “councils
more dependent on a small number of large employers who may threaten to leave or be
forced to do so by wider economic conditions.” It argued retention risked unpopular tax
competition and variations in service provision resulting from different taxation;'** and
cited NAO research to argue that “the statistical ratio between business rates yield and
need is precisely zero”, and that “There is no direct link between economic activity and
business rate yield.”***

60. There was concern that business rates did not provide sufficient revenue for local
councils. Guy Ware, Director of Local Government Performance and Function at London
Councils, stated: “Sitting on business rates as a form of income is not very comfortable
right now.”'*® Professor Colin Copus from De Montfort University saw this as part of
a wider problem of the insufficiency of existing local government taxation, stating that
“English local government has the narrowest basket of taxation powers available to it
across Europe.”'®® We were also told that there needed to be reform to business rates.'®’
Proposals included reducing the length of transitional relief,'"*® and devolution of
exemptions to local authorities."®’

61. We reiterate our recommendation from our recent report into local authority
financial sustainability that the Government should allow councils to retain 75% of
business rates from 2022, and that it should not impose commensurate cuts to grant
funding. The additional funding should then be put towards equalisation in a separate
grant designed for this purpose. As we also recommended in that report, in the longer
term, the Government should consider options for wider reform of council tax and
business rates, including possibly replacing them with a proportional property tax.

Income tax

62. There was support for devolving income tax.'*® David Phillips, Associate Director at
the Institute for Fiscal Studies, explained that it had researched local income tax as a major
tax capable of generating £5 to £15 billion a year. It was seen as preferable to devolving
corporation tax, stamp duty, or VAT. Its benefits were fourfold: it would raise substantial
revenue, it is administratively easier to access, it is paid for by local voters who can hold
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local politicians to account, and it would provide “broader incentives to local politicians
and councils to boost the economy.”*** We were told that in most countries where income
tax is devolved there was a flat rate devolved rather than the power to vary rates across
different income thresholds. This is to prevent tax competition,'” and to reduce the
fluctuations in revenue and inequalities between local authorities.'”> We heard that the
main barrier to devolution is that Her Majesty’s Revenue and Customs (HMRC) do not
know where 5% of taxpayers live.'”* However, it was pointed out that such problems were
overcome when devolving income tax rates to Scotland.'*®

Tourist tax

63. Various submissions recommended a tourist tax as a way to raise revenue.'*® This can
fund the cultural amenities,"” and the physical infrastructure used by tourists.'*® Bath
Council proposed such taxes in 2017 and 2018."*° The Isle of Wight council are said to be
considering a tax, levied at £1 to £1.50 on each vehicle visiting the island.?*° They are also
found in Italy, Germany and the Netherlands.***

64. Three challenges were outlined with introducing a tourist tax. First, not all areas
attract the same volume of tourists and therefore revenue would be unevenly distributed
across the country.”* Secondly, a clear purpose is needed for the tax—is it to raise revenue
or is it to off-set the costs imposed by tourists? This is particularly important if it were
devolved to an authority where tourism is heavily concentrated in one part of the town,
county or city as it would raise questions about where the revenue should be spent.>*
Thirdly, it is estimated it would only raise c.£420 million a year across England if levied
at the £1 per overnight stay proposed by Bath council. If it were levied at £5 per overnight
stay it could raise over £2 billion.>** It was therefore questioned how far a tourism tax
could raise the significant sums needed to fund greater devolved powers or meet the rising
costs of local services,?*® for example the needs of adult social care.?*°
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Other taxes

65. Various other taxes were suggested to us as suitable for devolution. This included the
creation of an e-commerce levy.>**” A couple of witnesses pointed to the success of sales
taxes in the USA as suggesting VAT could be devolved;**® although it was noted that local
variations in VAT could be hard to administer.>*® There was also support for creating and
devolving a land value tax.”'° This was seen as a way to raise revenue for infrastructure in
places of high house values.*!!

66. There were also proposals to devolve stamp duty land tax.*'? These were particularly
urged in a London context, where stamp duty land tax was criticised for acting as a barrier
to Londoners wishing to move.”** However David Phillips from the Institute for Fiscal
Studies argued that stamp duty had very volatile revenue over time and revenue would
differ across England because of the differences in property markets.***

Allocation of revenue from designated taxes

67. Given the potential problems posed by the uneven distribution of revenue across
England, an alternative option involves allocating revenue from designated taxes to local
and combined authorities. This could take two forms—allocating a set proportion of a
national tax or taxes to local authorities; or assigning a proportion of the revenue raised
by a tax in an area to that area’s local authority. There are examples of this. A share of
the VAT revenue raised in Scotland is allocated to the Scottish Government.?'* European
countries such as Germany, Belgium, Italy, Spain, Portugal, Finland, Denmark all have
allocations of different taxes to sub-national and local government.?'

68. There was wariness about the dedication of certain tax revenue (hypothecation) to
individual services such as social care. This resulted both from worries about variations
in revenue, and a wish for greater freedom for local authorities to decide what to spend on
(including revenue from fees and charges).*"”

69. However, we also heard were calls for the allocation of revenue from income tax,*'®
from fuel duties,?"” and from stamp duty.?*° It was also proposed that a portion of revenue
raised in London through vehicle excise duty should be allocated to Transport for London
to fund trunk roads.?*' The CBI's Head of Regional Policy, Jim Hubbard articulated a
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preference among businesses for funds to be put into the hands of councils rather than
“developing a network of a confusing tax landscape that would lead to some negative
impacts down the line.”*** This reflected wider support amongst our witnesses.?**> For
instance, Cllr James Jamieson from the LGA commented “I quite like incentivisation.
By assigning a proportion of income that is raised locally, it can incentivise people, for
instance, to support growth and so forth”.?**

Other sources of revenue

70. We also received proposals to raise money from other, non-tax, sources. One such
source was increasing the amount of money captured from the uplift in land values
resulting from infrastructure projects.””® This echoes the recommendations in our
predecessor committee’s report of September 2018.>?° Secondly, there was a wish for
greater borrowing powers for combined authorities.>*” Thirdly it was proposed combined
authorities should have greater commercial freedoms.?*® Fourthly, there could be greater
freedom over how sales, fees and charges can be spent,**® and that local authorities should
be able to set planning fees to recover the costs of the planning system.?*°

71. Financial devolution is necessary to ensure the success of devolution through
giving devolved authorities greater freedom from central government, enabling them
to take longer-term decisions reflective of their strategic purpose, and enhancing their
direct accountability to their electorates. It must be accompanied by redistributive
measures to ensure areas with lower revenue raising potential do not lose out. We
therefore recommend that the Government should:

o explore alternative ways in which revenue can be raised, which could reduce
reliance on council tax and business rates.

o consider offering devolution of a tourism tax, possibly to combined authorities
where the revenue can be redistributed as well as meet the costs incurred by
tourists.

o follow our previous recommendation to explore how to level the playing field
between bricks and mortar retailers and online retailers.

Further financial devolution could follow these measures if they prove to be a success.

72. The Government should commission research into how income tax or other national
tax revenue could be allocated to local and combined authorities, or how a local income
tax across a combined authority area could work, including details of tax setting,

222 Qg89-90 (Jim Hubbard, CBI). See also Q90 (Mike Short, UNISON)

223 Q231 (Greg Clark MP), (Lord Kerslake, UK2070 Commission)

224 Q231 (James Jamieson, Local Government Association)

225 Core Cities (PDE0012), UK2070 Commission (POD0012), Qq170-1 (Jamie Driscoll, Metro Mayor, North of Tyne
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funding equalisation, and how HMRC can better identify where taxpayers live. The
Government should consider permitting other measures, including land value capture
for local authorities, to help them raise additional money.

Funding

73. 'The other side of financial devolution is ensuring sufficient money for devolved areas,
so that areas less able to raise revenue do not lose out. Equally, we heard calls for greater
control over money spent in devolved areas, including over aspects of the UK Shared
Prosperity Fund (UKSPF) and reducing the conditions attached to local authority funding.

Avoiding inequalities between places

74. The major fear about fiscal devolution is that retaining more tax revenue where
it is raised will mean places with lower taxes bases would end up with less money to
spend. Various submissions, particularly from local authorities, emphasised the need
for sufficient spending for local government and that fiscal devolution should not
disadvantage areas less able to raise revenue.**' Areas such as Hertfordshire Council which
raise considerable revenue through council tax nonetheless stressed that there still needed
to be equalisation.”*? A further worry was that whilst there are numerous possible sources
of funding from central government pots, and local authority and private sector schemes,
access to them depends on the “internal capabilities” of local enterprise partnerships
and combined authorities to access the scheme, which has created divisions and risks
reinforcing regional divides.?** These are both concerns we recently highlighted in our
report on local government finance.”** These concerns led two submissions to express
scepticism about the principle and wisdom of financial devolution. The British Academy
worried about the devolution of taxation “due to the potential impact this has on the
pooling and redistribution of funds ... Fiscal devolution increases the risk that some
authorities may become financially unsustainable.””** The Regional Studies Association
similarly opined that:

the only governance set-up which is worse than a top-down centralised
system, is a devolved system which is primarily dependent on local finances
... Rapid fiscal decentralisation raises genuine concerns about zero-sum
tax competition, which may adversely affect local public services and
exacerbate regional divides.***

75. However, it was also argued that fiscal devolution can help reduce inequalities
between different parts of England. At present, as Lord Kerslake, the Chair of UK2070
Commission and former Head of the Home Civil Service, stated, “We have some regions
whose productivity levels are lower than parts of East Germany at the point that it unified
with West Germany.”**” It was noted that Germany had managed to combine high levels
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of financial devolution with sizeable redistribution of resources.?*® Compared to other
OECD counties, only a few nations such as Slovakia, the Republic of Ireland, and the
Czech Republic (which have far smaller populations than England or the UK) have such
a comparably low rate of tax revenue raised by local and regional government as the UK.
These countries also have the greatest level of regional inequality.*®® It was contended
that evidence from other OECD countries showed that devolution there had invariably
produced better value for money, “better recovery” and “better local solutions”.>** Andrew
Carter from Centre for Cities noted that countries such as Sweden, Spain and Poland had,
in the last twenty to thirty years, shifted aspects of tax-raising powers and their tax base
from national to local level.>*! It was acknowledged that no country had rapidly overturned
problems with regional inequalities.>** The situation in England also contrasts with the
block grants paid to the Scottish Government, Welsh Government and the Northern
Ireland Executive from the Exchequer through the Barnett Formula. This means they
have greater levels of autonomy; and enjoy higher levels of expenditure per person than
in England.**® Greater Manchester Combined Authority recommended the Scottish
model, with greater predictability of revenues and investment support as an “appropriate
aspiration for sub-national areas in England [rather] than one confined only to bespoke,
time-limited deals.”**

UK Shared Prosperity Fund

76. We received considerable evidence about the future of the UKSPF. This will replace
the European Structure and Investment (ESIF) funds—specifically the European Regional
Development Fund (ERDF) and the European Social Fund (ESF)—received from the
European Union prior to Brexit. In total England received on average £1.3 billion per
year in 2014-20, out of the £2.1 billion received by the UK as a whole.*** Our predecessor
committee’s report into the operation of European regional development funds in 2012
emphasised the need for value for money, support for innovative projects, and action to
address the shortage of match funding from other sources often needed for projects to
gain funding or to succeed.***

77. The chair of our committee has co-written, with other select committee chairs, several
letters calling for clarity on the how the UKSPF would operate.>®” Other committees
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have also examined how the UKSPF could operate and have recommended a simple and
accessible funding schemes in place of the complexity of the ESIF,*** and for devolution of
funding decisions and delivery.*** There were calls for clarity on the amount of funding per
year, the selection process for UKSPF and how it would relate to the Community Renewal
Fund. The Government was also urged to hold a formal consultation on the UKSPF and
evaluate its progress after one year.”** The NAO’s report on local enterprise partnerships
in May 2019 also highlighted that MHCLG needed to learn from the problems with the
Local Growth Fund when designing the new UKSPE.>*!

78. 'The UK Government has made two major announcements on how the UKSPF will
operate. The 2020 Spending Review pledged that UK-wide funding would rise to meet EU
funding (which will finish being paid out in 2023) and reach c.£1.5 billion a year. Funding
would partly be aimed at deprived places; and at people most in need, with employment
and skills programmes focused on local need. It was also promised that further details
of the UKSPF would be included in a UK-wide investment framework to be published in
spring 2021.>*> However, in March 2021 it was stated the UK-wide investment framework
would be published later in 2021 and that the UKSPF investment framework was still being
developed.?*® Secondly, the 2021 Budget, announced a one-year pilot programme, the UK
Community Renewal Fund. The fund would be worth £220 million, and funds would be
allocated by competitively bidding. The Government has identified 100 priority places to
receive capacity funding to help it coordinate their applications.?** The prospectus for
the UK Community Renewal Fund stated that funding would be aimed at investment in
skills, businesses and communities; and supporting people into employment. Mayoral
combined authorities, the Greater London Authority, county councils, and unitary
authorities would be lead authorities that should invite projects from local organisations
and district councils. It was also stated that the fund’s arrangements would not necessarily
be imitated by the UKSPF.**®

79. One theme of our evidence was calls for the devolution of control over the UKSPF.
This would follow the previous practice of regional development agencies,*** and more
recently Cornwall and Greater Manchester having powers over European funds.?®” We
were told that there was support in the north-east of England for a “locally designed
UK Shared Prosperity Fund [that] could help local partners better address regional
inequality.”?*® This linked to the idea of a single pot of funding, which would be devolved
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to combined authorities and spent on local priorities.>*® There was, however, opposition
raised to letting LEPs administer the funds outside of combined authority areas, with
county councils suggested as alternative administrators.”*® David Phillips from the
Institute for Fiscal Studies also suggested that if different problems were being targeted—
social problems “which are much more of a local issues”, and economic problems covering
a wider area—that the best approach “might be to split the money between different tiers
or to allocate some of it down to lower tiers where issues are properly tackled.”***

80. Another theme of our evidence was opposition to the UKSPF allocating funds through
competitive bidding, Shefhield City Region argued funding should be targeted at “areas of
need”, to aid in rebalancing the economy, and at supporting “those economies with the
greatest potential to grow.”*®> The CBI proposed that formulas be used to direct funds
towards the most deprived parts of the country.>®> Andrew Carter from the Centre for
Cities and Guy Ware from London Councils supported a mixture of formula and objective
based funding overseen by combined authorities and combinations of local authorities,
modelled on the transforming cities fund.*** The latter emphasised that the fund should
not replace existing local government funds as it would not be funding “bread-and-butter
services”.**® David Phillips did acknowledge that the Institute for Fiscal Studies’ research
into competitive bidding showed it had had mixed effectiveness, indicating cases exist
where it has worked. If bidding were retained, Phillips argued it should only be retained
for larger schemes. He also noted centrally attached conditions to spending reduced the
accountability to local people for how it was spent.>*®

81. It was also emphasised to us that there needs to be continuity of funding from that
received from EU funds.?>®” This lay alongside complaints of the harm resulting from the
lack of clarity on how UKSPF would operate.?*® The advocacy group Core Cities supported
continuity whilst arguing the UKSPF should differ from European funds in terms of
revising the “rules on eligibility, supporting businesses more than once and the types of
support provided”.?® Besides from continuity, there were calls that areas which would
have been eligible for larger EU funds had the UK remained in the European Union should
receive those greater funds through UKSPF.?”° Furthermore, in 2013 the UK Government
decided not to pass on the increase in funding to England for the 2014-20 period that
would have resulted from a strict application of the EU allocation formula, because this
would have considerably reduced funds to Scotland, Wales and Northern Ireland.?”*
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82. The Committee has persistently sought clarity from the Government about how
the UK Shared Prosperity Fund will work. The Government has had over four years to
design and bring forward a coherent alternative to the European Development Funds
that will completely end in 2023. This delay has been unacceptable and requires an
accelerated approach. The Government should bring forward as soon as possible its
proposals for how the UK Shared Prosperity Fund will work, including the funding
profile to be controlled by combined authorities or local authorities. The majority of
the funding should be allocated as block grants with local and combined authorities
empowered to allocate the funds within the general principles of bolstering regeneration
and tackling unemployment and skill shortages already announced by the Government.
The Government should confirm that the £1.5 billion, equivalent to that formerly
provided by the EU, will be increased to retain its real value over time. It should also
increase the total amount of funding for the UK Shared Prosperity Fund to ensure that
English regions that would have been eligible for greater sums of structural funding had
the UK stayed in the EU and if the Government had strictly followed the EU’s former
allocation of funds do not lose out by its guarantee to retain the existing amounts of
funding for other parts of the UK.

Flexibility in funding

83. Our evidence from MHCLG stated that Mayoral combined authorities had
“significant control over funding through three key levers: control of long-term new
investment funding; devolution of centrally held budgets; [and] new local revenue
raising powers.” The total committed long-term funding amounted to £7.43 billion,
including the Transforming Cities Fund, alongside additional budgets to specific areas
(for example Greater Manchester’s Housing Investment Fund).?”? It has been suggested
that the financial dependence on central government’s grants has seen mayoral combined
authorities develop into ‘grant coalitions’, which focus “their limited capacity towards
their relationship with central government, and lobbying to obtain additional funds and
extend their formal power”.*”?

84. The case for greater flexibility in spending was put forward by Jamie Driscoll, the
Metro Mayor, North of Tyne. He advocated for

invest-to-save and public service reform ... We know that obesity is going
to cost £50 million a year by 2050. The best way to deal with that is better,
more integrated, cheaper public transport but, at the moment, there is no
mechanism where you can shift one to justify the other.*”*

The Centre for Cities similarly argued that revenue and capital funding to mayors should
not have ringfencing, and proposed instead a “single multi-year budget, negotiated
with HM Treasury.”””® The British Chambers of Commerce also proposed: “No more
fragmented funding from central government, which has only served to maintain the grip
of Whitehall and ministers on local areas.” However, it did complain of “un-ringfenced
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edited by Akash Paun and Sam Macrory, (2019), p 89. See also Mark Sandford, “Money talks: The finances of
English Combined Authorities”, Local Economy, vol. 34.2 (2019), pp 106-22
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monies intended for economic development” was being used “to plug holes in their [local
council’s] service budgets.”*”® These criticisms of ring-fencing highlight how the progress
in reducing it made under the Coalition Government has not been maintained.*””

85. 'This aversion to ring-fenced spending tied to a fatigue with competitive bidding.*”®
Bidding by both combined and local authorities was denounced for being bureaucratic,
for leading to distorted priorities,””® for making it hard “to plan strategically”, for instance
over a five, ten or thirty year period;**® and for being expensive as money had to be spent
within a limited time period, and money is expended on the bid with no certainty of
success.*®!

86. One alternative approach, proposed by Cllr James Jamieson from the LGA, was
more outcomes-based funding, modelled on the New Homes Bonus.?** Another
alternative is greater block funding. The LGA proposed “a single investment pot rather
than the current approach of decentralisation of funding streams”, including flexibility
over capital spending.?** The UK 2070 Commission, who had investigated into city and
regional inequalities, argued block allocations would enable local priorities to be targeted,
integration of activities and escaping “silo-based budgeting”.*** Emphasis was also placed
on the need for a long-term funding settlement to provide certainty.?** Fixing social care
was considered essential to addressing the financial challenges facing local government.>®*

87. A sustainable approach to local government funding requires longer term
budgetary arrangements and discretion for local authorities and combined authorities
over how to spend. We therefore welcome that the 2021 spending review will be multi-
year. This reflects the wider need for a long-term plan to support the finances of local
government. We recommend that the principle of devolution funding should be that
grants are given on a block basis to cover all services of which local and combined
authorities have oversight, without ringfencing or competitive bidding.
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5 Devolution of other powers

88. This chapter explores which powers currently held by central government should be
devolved, adding to those already held by devolved authorities. We begin by addressing
the overarching challenge to further devolution: the concern it will create or worsen the
‘postcode lottery’ in service provision. Next, we consider in turn the devolution of powers
in different policy areas: health and adult social care; housing and planning; transport;
education and skills; and other policy areas.

Postcode lotteries

89. A major concern with devolution is that it will create or exacerbate differences
between areas in terms of public service delivery. To ensure the upholding of national
standards, the trade union UNISON wanted central government to lay down “kitemarks
or standards, principles for things you need to do as public services deliverers.”**’” Similarly,
differentials in adult education were emphasised by the Workers” Educational Association
(WEA). Its Chief Executive and General Secretary, Simon Parkinson argued there had
been a narrowing of adult education provision in some mayoral combined authorities
following devolution.>*®

90. Bycontrast Andrew Carter, Centre for Cities, when asked about the potential challenge
of devolution creating postcode lotteries, countered by stating that, “We have a postcode
lottery now ... whatever indicator you wish to take, economic, health or social, there is
huge variation.”*** Lord Kerslake argued that certain principles, for example that the NHS
be free at the point of delivery, could be determined nationally, but that “You can have
common standards and allow variation in the way in which services are delivered. That is
how innovation occurs.”*”® Likewise, Cllr James Jamieson, Chair of the LGA, argued that
the postcode lottery was really “local choice and local priorities” and that:

What is right for Cheadle will not be right for Sheffield or for Harrow. There
will be different priorities and different needs. We need to be able to deliver
those.*”*

Health

Existing health devolution

91. Our predecessor committee focused on health devolution in its 2016 report. It
concluded that devolution did not accurately describe the situation in Greater Manchester,
which was really “delegation of responsibilities or joint working”, but its arrangements
could provide lessons for other areas. The Committee also urged that health devolution
should have clearly defined objectives.**?
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92. Health devolution has taken different forms. The arrangements in Greater Manchester
involved the creation of a Health and Social Partnership, made up of local NHS
organisations and local councils.?”* The metro mayor has no formal role in the partnership,
though he is a member of the non-statutory Greater Manchester Health and Care Board.***
The Board had a degree of autonomy over the allocation of money in the Transformation
Fund, which was a one-off fund which lasted until 2020-21 and was not replaced. The
Greater Manchester partnership, alongside wider public health funding being devolved,
was praised by Core Cities for “improvements in the prevention of ill health”.>** The chair
of the partnership, Sir Richard Leese, noted the on-going assessments are incomplete, but
pointed to achievements in “population health and health inequalities”, such as reducing
smoking and hospital admissions for alcohol-related conditions. He argued Greater
Manchester showed that areas with 30,000 to 50,000 people could, through devolution,
get better outcomes.””® He acknowledged there had also been challenges, for example in
transfers out of hospital.>*’

93. In London there is collaboration between the Mayor of London and the London
Health Board instigated by the 2015 London Health and Care Collaboration Agreement.**®
In 2017 a Memorandum of Understanding was signed between the UK Government and
London partners.>*® This arrangement has focused on public health.**°

94. Cornwall was able to set up an integrated care systems (ICS) of the type now followed
by the rest of the country through NHS restructuring.*** NHS England have jointly funded
a dedicated strategic director role with Cornwall Council, who gave evidence to us. But
we were told that NHS England had lacked the appetite to pursue health devolution to
Cornwall.*** Cornwall Council’s representative acknowledged that Greater Manchester
was a model it was keen to imitate, along with Scotland and Valencia.>**

95. Given our predecessor committee’s doubts, we explored whether the current
arrangements in different areas amounted to devolution. Cornwall Council were clear its
arrangements did not.>** Greater Manchester argued it was “a mixture of devolution and
decentralisation”. Sir Richard Leese from the Greater Manchester Health and Social Care
Partnership argued there was a dual accountability—NHS England being accountable
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to the Secretary of State for Health and Social Care and other services being overseen
by local authorities. He also argued that Greater Manchester was putting a fragmented
service back together again.>*®

Extending health devolution

96. We heard support for extending health devolution. This was alongside assurances
that NHS standards would continue with devolution; and that devolution would not
lead to privatisation.’*® The British Academy commented that “Attendees at our health
roundtable believed that the NHS is already national in name only and that this should
be embraced. Taken to its logical conclusion this would be a service focused on outcomes
in places, not national standards.”*®” James Palmer, then Metro Mayor, Cambridgeshire
and Peterborough, commented that it was strange “that the only political figure who is
responsible for health is the Secretary of State for Health.”*® There were specific proposals
for extending devolution, with Greater Manchester gaining greater oversight to incorporate
hospitals.’®® We heard there was an appetite to “take on more of the decision making”
in Lancashire, Cheshire and Merseyside.’'® This echoed the Metro Mayor of Greater
Manchester, Andy Burnham’s, pronouncements in 2018 that he wanted “the ability to opt
out of the activity tarift in the NHS”. It also appears there is appetite for types of health
devolution in the combined authorities of Liverpool City Region, Tees Valley and West
Yorkshire.*'* There was also support expressed for the integration of London Ambulance
Service into mayoral oversight, and the creation of a “London Health Commissioner, with
dedicated resources” to co-ordinate all of London health matters and advise the Mayor
of London.**? Likewise, Cumbria Council favoured strengthening the role and powers of
health and wellbeing boards, primarily by having them control strategic commissioning,
thereby enabling them to set priorities for their locality.**?

97. However, there was caution about extending health devolution to other combined
authorities. Jamie Driscoll, the Metro Mayor, North of Tyne, noted his combined authority
had only been operating for eighteen months and so his answer was “not yet.”*'* James
Palmer thought the current geography of Cambridgeshire and Peterborough would
permit it, but there would need to be a separate chief executive and separate staff to help
run the health arrangements.*'®

98. There were varying views over the role of local authorities in the integrated care
systems. Greg Clark MP proposed the devolution framework could provide a criterion
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to be met before health devolution proceeded.*'® Lord Kerslake thought that it would be
“harder for those areas other than Manchester to make the ICSs work.” But he thought
local government had not had a sufficiently big role.*” Cllr James Jamieson, Chair of the
LGA, also argued that there needed to be “genuine partnership at the local level and at
place ... You cannot have the ICS as the accountable body for the NHS that is dictated to
by the centre, which is setting priorities.”*'* The County Council Network proposed that
the strategic commissioning should be shared between county councils and the NHS.
This would build on existing arrangements and “close the democratic deficit that exists in
NHS spend.”**

The Health Devolution Commission and the Health and Care Bill

99. During our inquiry the Health Devolution Commission, made up of a number of
former health ministers,**® published its report.**' It recommended that “comprehensive
health devolution” be developed throughout England “through a new Common Framework
and a rapid joint implementation programme that best reflects local boundaries and
organisational footprints.” Health devolution should be available to all areas, regardless
of whether they had a metro mayor or combined authority. An Annual Joint Mandate
should be established between the Secretary of State for Health and Social Care and
each devolved health area leader. There should also be formal roles for local leaders, and
statutory requirements on devolved leaders to improve public health and for the patient
group Healthwatch. New city region health and prosperity scrutiny committees would
scrutinise the system.>*?

100. Following our inquiry’s final evidence session, the Department of Health and Social
Care published a policy paper outlining reforms to health and social care in England.**
This was followed by the Health and Care Bill.*** The bill proposes to introduce integrated
care systems (ICSs) across the whole of England. They would consist of integrated care
boards (ICBs) and integrated care partnerships (ICPs). The ICB would be responsible for
running the NHS day to day. The chair of ICBs would be appointed by NHS England and
approved by the Secretary of State. Ordinary members would include at least one member
nominated by NHS trusts, one nominated by primary medical care providers, and one
nominated by local authorities in the area of the ICB.*** The ICB would have a formal duty
to cooperate with local government. ICPs would include NHS, local authorities and wider
social care and health stakeholders, and would develop an integrated care strategy to meet
an areas health and social care needs.**°
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101. The LGA largely approved of the new structures, although it was concerned about
the possible undermining of the role of local authority health overview and scrutiny
committees.’”” By contrast, the Health Devolution Commission, expressed concern that
the Government’s reforms could lead to greater centralisation. Among its proposals was
that the ICB should be a partnership of equals between the NHS and local authorities, and
that the chair of the ICB should be chosen by local partners and have one vice-chair from
the NHS and from local authority. The ICP board should be chaired by a local government
leader or metro mayor.***

102. Weretain our predecessor committee’s scepticism about whether health devolution
accurately describes the current arrangements in Greater Manchester. It clearly does
not in Cornwall and the Isles of Scilly. We support the recommendations of the Health
Devolution Commission on the future of health devolution and the role that should
be played by local and combined authorities in the new Integrated Care System. The
Government should seek to implement these proposals. It should also explore the merits
of establishing a London Health Commissioner to oversee all London health matters,
and of devolving the London Ambulance Service.

Education and skills

Assessing current devolution of education and skills

103. From 2019 mayoral combined authorities have had powers over the adult education
budget (AEB). Their money goes into a single pot; whereas similar funding for London is
ringfenced and unspent funds can be clawed back if not allocated to future years’ AEB
spending. Cornwall does not have similar powers.*** In 2019-20 the Government allocated
£632 million in AEB funding to devolved authorities.**

104. We received mixed evidence on the experience of adult education devolution. Some
submissions thought it was too early to say whether collaborative efforts had succeeded.**!
There were also positive evaluations. Liverpool City Region explained it had been using
its AEB funding to support low wage sectors and promote employment. It had moved to
using fewer providers, capped charges to subcontractors, and linked AEB funding with
other spending sources such as for apprenticeships.*** Greater Manchester and Liverpool
have spearheaded a one-stop shop system for apprenticeships and employment.*** There
was also praise for Tees Valley and West Midlands Combined Authorities.>**

105. Criticism of devolution came mainly from the Workers” Educational Association
(WEA). Its Chief Executive and General Secretary Simon Parkinson explained the
Association supported devolution, but were concerned recent devolution had added to
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the complexity and cost of its operations.’** The WEA wanted protections against adult
learners being disadvantaged due to where they live; a focus by combined authorities on
outcomes beyond employment and skills; and a two year extension of national grants as a
transition period for national providers of adult education.>*® These concerns followed an
evaluation of the devolution of the apprenticeship grant for employers (since abolished)
which concluded it had failed to improve outcomes.**’

Extending devolution of education and skills

106. There has been support for additional devolution of parts of education and skills
policy. The Education Committee praised devolution of the AEB to combined authorities,
and supported consideration of further devolution of the AEB to “upper-tier authorities”
and of national careers service funding to local and combined authorities and to LEPs.**®
Our submissions included calls for greater devolution of funding,*” including devolution
of all adult skills spending—not just the AEB—to combined authorities.’*® There were
also calls for devolution to local authorities.**'

107. Proposals for greater education devolution extended beyond adult education. These
included a long-standing call for greater devolution of control over aspects of post-16
education, particularly further education.**? Wider devolution of schools also featured,
with calls for devolution of education, skills and childcare responsibilities to London;**?
and to transfer to local authorities the powers of regional school commissioners,*** and

the oversight over school places currently exercised by the Education and Skills Agency.>**

108. The devolution of the adult education budget should be part of the devolution
framework, accompanied by transitional support and measures to mitigate differences
in course options between areas. The same powers over adult education should be
available to all areas with devolution deals. Further education, in particular FE colleges,
should also be included in the framework. The Government should work with the Local
Government Association to agree proposals as to how local authorities’ oversight of
schools and their funding should be strengthened. This should include devolving the
functions of the Education and Skills Funding Agency to county councils and combined
authorities; and the transfer of the powers held by Regional School Commissioners to
local authorities.
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Housing and planning

Assessing current devolution of housing and planning powers

109. The devolution of housing and planning powers differs markedly from place to
place. Powers vary to make compulsory purchase orders, create statutory spatial plans,
or to call in planning permissions.>*® Opinions on the current use of those powers by
combined authorities and by London were mixed. Greater Manchester’s efforts to tackle
homelessness,**” West Midlands securing of funds on regeneration and influencing Homes
England,**® and Liverpool’s spatial plans were singled out for praise.*** Admiration was
expressed of the powers of the Mayor of London’s powers to formula the London Plan.**°
More mixed views were voiced about the spatial plans in Greater Manchester.>** Concern
was expressed about the West of England, with the problems posed by the differences
between the boundaries of the authority and the housing market being singled out as
a problem.’> It was also feared local authorities would be discouraged from joining
combined authorities for fear of housing numbers being allocated to them by the metro
mayor.>**

Extending devolution of housing and planning

110. Lord Kerslake commented that “Housing is an area where there could be more
devolution of power.”*** Devolution of housing powers to Scotland was cited as a
precedent.** Certain specific proposals for devolution enjoyed wide support. For example,
the extension of the statutory spatial planning powers to the three combined authorities
currently only possessing non-statutory powers: the West Midlands, Sheffield City Region,
and Cambridgeshire and Peterborough.**® Lord Kerslake proposed devolving additional
powers to London, notably permitting the licencing of private landlords without requiring
the Secretary of State’s approval.*®” Other recommendations for London included
devolving funding for affordable housing, and the “devolution of housing benefit, right
to buy receipts, and Help-to-Buy funds”.**®* The Campaign to Protect Rural England
(CPRE) particularly advocated devolution of housing powers to rural areas.*** Similarly,

346 Devolution to local government in England, No. 07029, House of Commons Library, March 2020, p 35; HM
Treasury, Ministry of Housing, Communities and Local Government, City of Bradford Metropolitan District
Council, Calderdale Council, Kirklees Council, Leeds City Council, Wakefield Council, West Yorkshire Devolution
Deal, March 2020, paras 100-101

347 Q57 (Abdool Kara, National Audit Office)

348 CPRE (PDE0004)

349 Midland Heart (PDE0027), Home Builders Federation (POD0013)

350 CPRE (PDE0004), Midland Heart (PDE0027), Home Builders Federation (POD0013)

351 Midland Heart (PDE0027) praised their efforts; whereas Home Builders Federation (PDE0013), Royal Town
Planning Institute (POD0010) and Home Builders Federation (POD0013) voiced concerns.

352 CPRE (PDE0004)

353 Home Builders Federation (PDE0013), Royal Town Planning Institute (POD0010)

354 Q208 (Lord Kerslake, UK2070 Commission). See also Core Cities (PDE0012)

355 Core Cities (PDE0012)

356 CPRE (PDE0004), Home Builders Federation (PDE0013), Midland Heart (PDE0027), Centre for Cities (PDE0030),
Royal Town Planning Institute (POD0010), Home Builders Federation (POD0013)

357 Q211 (Lord Kerslake, UK2070 Commission)

358 Centre for London (PDE0018)

359 CPRE (PDE0004)



https://researchbriefings.files.parliament.uk/documents/SN07029/SN07029.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/872465/West_Yorkshire_Devolution_Deal.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/872465/West_Yorkshire_Devolution_Deal.pdf
https://committees.parliament.uk/oralevidence/555/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104646.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104838.pdf
https://committees.parliament.uk/writtenevidence/3832/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104646.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104838.pdf
https://committees.parliament.uk/writtenevidence/3832/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104838.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104758.html
https://committees.parliament.uk/writtenevidence/3797/html/
https://committees.parliament.uk/writtenevidence/3832/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104646.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104758.html
https://committees.parliament.uk/writtenevidence/3797/html/
https://committees.parliament.uk/oralevidence/1584/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104746.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104746.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104646.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104758.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104838.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/105016.pdf
https://committees.parliament.uk/writtenevidence/3797/html/
https://committees.parliament.uk/writtenevidence/3832/html/
https://committees.parliament.uk/oralevidence/1584/html/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104776.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/housing-communities-and-local-government-committee/progress-on-devolution-in-england/written/104646.pdf

Progress on devolution in England 45

the County Council Network advocated extending statutory spatial planning powers to
county councils, to enable them to duplicate the role of mayoral combined authorities. It
called such devolution “a litmus test for any devolution to two-tier county areas.”>*°

111. There were also calls for the further devolution of housing funds. Presently,
combined authorities receive limited funds compared to London;**' local authorities
can lack funds to run spatial planning services; **> and the details of existing housing
funds are often obscure.**> One solution proposed was the creation of a ‘single housing
pot’, or more generally greater flexibility over housing funding.*** A limited version of
the single pot was judged to have succeeded in Sheffield in quickly responding to local
housing problems. It was suggested that devolution of the pot could be made conditional
on areas producing and adopting a spatial plan.>*> The main benefit of such flexibility
was portrayed as ensuring affordable housing could bolster regeneration,**® and address
shortfalls (for example in rural areas).*®’

112. Various other reforms were proposed to us. These included empowering all metro
mayors to form development corporations, to use compulsory purchase powers,**® to
have ‘call-in” powers for planning proposals, and to levy a strategic infrastructure tariff.>*
The latter proposal appears to enjoy support from MHCLG.?”® The tariff could also be
extended to county areas to support large scale infrastructure.’”* There were also calls for
greater powers for parish councils, partly to entrench the role of neighbourhood plans,*”?
and for local authorities with oversight of regeneration and brownfield site funding.*”*

113. The devolution framework should provide for the devolution to combined and local
authorities of the spatial planning powers, call-in powers for planning applications,
the powers to establish development corporations, compulsory purchase orders,
consultation on strategic planning applications, and strategic infrastructure levies,
currently exercised by some combined authorities. There should be greater transparency
about the process. The Government should also consider further devolution of housing
powers to London. There should there be a single pot for housing, with a requirement
that a spatial plan be adopted beforehand.
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Transport and infrastructure

Existing transport devolution

114. There was general praise of current transport devolution.’”* The creation of Sub
National Transport Bodies (STBs) was stressed as particularly beneficial.*”®> Cornwall
also emphasised how its devolved budget had, alongside private investment, enabled them
to “mould services to better serve local need”, which had helped (pre-covid) to increase
bus and rail passenger numbers.*”® We did, however, receive criticism of the handling of
transport in Cambridgeshire and Peterborough Combined Authority.*””

Extending transport devolution

115. Given this general praise, there was consequently strong support for additional
devolution of transport and infrastructure.’”® The National Infrastructure Commission’s
recommendations in 2018 of funding and empowering cities to establish integrated
strategies for transport, employment and housing was cited in support.>”® The benefits of
devolution were seen to include fostering levelling up,**° ensuring access to freight ports
in the south-east of England,*®' and bolstering investment in rural transport.®®* Jamie
Driscoll, Metro Mayor, North of Tyne, stated that “Transport is a key part of anything that
you are going to do in an area. By definition, it is place-based. You cannot have non-place-
based transport. That is in line with the objective of coming together as a region.” He
added that there should be integration of local public transport provision with the work of
Highways England and Network Rail, with a mandatory duty to work together.*** Cornwall
wanted to build on their successful pilot scheme by continuing to receive highways capital
grants.’®* Cumbria Council proposed devolving transport funding to Transport for the
North and that “Funding should be decentralised as far as practical, with decisions taken
locally.”*** On the other hand, the Regional Studies Association sounded a cautionary
note about relying on city-regions, arguing that for the delivery of interregional transport
systems they were too small; and that connections needed to be fostered between cities
and with their hinterlands.**

116. There was particularly strong support for devolution of powers over railways and
buses. This could include a single authority in a region overseeing all types of transport,*®’
and extending bus franchising to non-metropolitan areas.*®® For existing combined
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authorities Centre for Cities proposed replicating Transport for London-style powers
alongside control of local railway networks.>*® The latter was also proposed for London.*’
We raised the political challenges this poses over accountability for services to areas
beyond the Greater London Authority. Cllr James Jamieson from the LGA acknowledged
there might need to be either formal or informal cooperation, and that the case also
demonstrated the need for devolution to every area.>*!

117. It was broadly acknowledged that devolution of transport would require amendment
of governing arrangements in combined authorities.’”* The Centre for Public Scrutiny
argued that the subsuming of existing transport agencies into combined authorities had
led to the continuation of old governance structures (e.g. transport committees).>**

118. The Government should consider the case for extending powers for Transport for
London-style oversight of local buses to all transport authorities, whether combined
or local authorities. Where transport services cross local authority boundaries, joint
working relationships should be encouraged between the local authorities affected.
Similarly, Network Rail, Highways England and other comparable bodies should be
required to organise joint working arrangements with transport authorities. Local
government should ensure there is proper and transparent scrutiny of transport
arrangements in their areas.

Devolution of other policy areas

119. We also received evidence calling for devolution of responsibilities over the
environment and energy. This echoes recent calls for greater devolution of powers to help
the UK reach net-zero.*** CPRE argued devolution could bolster the delivering of energy
efficiency, pointing to Cornwall’s devolution deal as having delivered 500 to 1,000 social
homes with energy efficient measures.**® This echoed wider calls for devolution of the
duty to reduce carbon and improve the environment through the advent of statutory local
strategies.*®® This links with local authorities’ development of nature recovery strategies.
National Parks and Areas of Outstanding Natural Beauty offered a possible framework for
environmental devolution. CPRE noted the interest in the West Midlands for “an urban
National Park”, similar to the approach taken in London which had delivered the Lee
Valley Regional Park.**” CPRE also advocated devolution of farming and forestry policy,
on a par with that given to Scotland and Wales.**® The LGA similarly highlighted that local
government representatives in the south-west of England wanted “greater local influence
over a domestic successor to Common Agricultural Policy”, namely the Environmental
Land Management System.*’
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120. Another area where there was support for devolution was of public assets. Cllr James
Jamieson from the LGA suggested that councils should be able to acquire assets such as
former RAF bases or redundant hospitals in return for using them.**°

121. We have heard, both in this inquiry and our inquiry into local government and the
path to net-zero, that local government can play an important role in policies relating
to energy efliciency. The Government should strongly consider the case for devolution
of further powers in this area. It should also examine how additional oversight can be
given to local government of the environment, aspects of farming and forestry policies,
and the takeover of public assets.

400 Q208 (James Jamieson, Local Government Association)
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6 Widening the geography of
devolution

The need for wider devolution

122. Only 41% of England’s population and 14% of the land area is currently in a mayoral
devolved authority (including London).*** To bolster ‘levelling up’ Prime Minister has
stated his support for extending to county areas the same powers over infrastructure,
transport, and skills enjoyed by combined authorities.**> These would take the form of
county deals, which would be bespoke to the needs of individual places, with government
taking “a flexible approach to allow more places to agree devolution.”**® Subsequent
reports have suggested this might require a directly elected leader, though the government
will consider alternative proposals.***

123. There was support for extending devolution to rural areas of England. CRPE argued
there had not been sufficient devolution and a bespoke approach was needed to concentrate
on local needs.*”® Cornwall and Cambridgeshire and Peterborough were both cited as
examples of successful devolution to non-metropolitan areas.*°® We were also warned
that without devolution non-metropolitan areas risked being left-behind.**”

124. One way of extending devolution is to provide additional powers to county councils.
Cumbria Council argued that “Devolution to County Councils must at a minimum be
equal to the powers offered to city regions, with the expectation that devolved powers and
functions should be effectively rural-proofed to cater for a county such as Cumbria”.**® The
County Council Network championed the idea of their councils as designated ‘strategic
authorities’, which would have the same powers as mayoral combined authorities,
alongside powers over statutory spatial plans, UK Shared Prosperity Fund distribution,
bus franchising, and responsibilities currently exercised by the Education and Skills
Funding Agency.**

Should there be mayors everywhere?

125. One of the most controversial structural debates about English devolution has
been whether directly elected mayors should be required to run devolved organisations.
Previous governments insisted that the new combined authorities had to have a directly
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elected mayor.**® All the combined authorities with devolution deals have one. There
are two models of mayors—one where the mayor is held to account by a directly elected
assembly (seen in London) and one where mayors sit on a council with the leaders of
the constituent local councils. However, Cornwall, which has a devolution deal, does not
have a mayor. The requirement to have one was blamed for the failure of negotiations of
devolution deals in areas such as Hampshire, Lincolnshire, Suffolk and Norfolk; and the
withdrawal of North Somerset from the West of England Combined Authority.*!!

126. We heard several arguments advanced in favour of mayors. Metro mayors could
be a spokesperson, “figureheads for local areas”,*'*> who enjoy greater sway through
having been elected.*'> We were told the London mayor “is almost identified as a Prime
Minister for London”.*** Decisions are more public and can be subject to better scrutiny
and accountability.*'® This in turn requires the mayors to interact with people across the
whole of their area.*'® Mayors were credited for providing “joined up, longer term policy
solutions™*"” for being a clear contact for business;*'® for having secured and continuing
to lobby for additional devolution;*'® and for providing a full-time focus on the combined
authority.**° They were praised for having and exercising soft power beyond their formal
remit,*”! including holding central Government to account, for example over delays for

rail passengers in the north of England.***

127. Professor Colin Copus from De Montfort University also pushed back against the
idea that mayors would not work in rural areas.*** He argued it was a myth that “mayors
do not work in rural areas”, arguing instead that evidence “from across the globe” showed
there were more directly elected mayors in rural than in urban areas.*** The counter-
argument was that mayors might be desirable, but were not indispensable.*** We were
told that many councils, particularly in county areas, were unhappy at having a mayor
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imposed,**® partly because it might increase bureaucracy.*”” The question was also raised

of how a directly elected mayor would operate in a unitary authority with its own council
leader.**®

128. Alternatives to a mayor were suggested. One model is a manager appointed by the
local council to oversee a local area, an approach found in the Republic of Ireland and
parts of America.*”® A second model is the council leader model found in most local
authorities in England, including Cornwall.** This model was critiqued as risking the
election of an individual only representing their local council, and being a closed process
leading to low levels of public recognition and understanding resulting in a lack of high
profile leadership.***

129. Devolution should not be restricted solely to urban areas. The Government must
strive to ensure devolution deals are reached with rural areas. The Government must
make pursuing devolution deals with non-metropolitan areas a priority. It should write
to us with an update on its progress in this area no later than June 2022. The expansion of
devolution should include sensitivity to local concerns about the requirement to have a
directly elected mayor. The enhanced public consultation we have recommended should
take place before and during the negotiations should including examining whether there
is support in an area for a directly elected mayor. If such support is lacking this should
not prevent devolution from taking place.

Local government reorganisation

130. Our evidence on local government reorganisation covered four themes. First, there
was strong resistance to making the adoption of combined authority structures a condition
of devolution.*** There were also calls for clarity on the relationship between local and
combined authorities.**?

131. Secondly, there was support for folding Local Enterprise Partnerships into combined
authorities,*** preferably with coterminous boundaries.**® This would require clear
governance structures,**® and retention of the distinctive voice they give to business.**’
This reflects our predecessor committee’s report in 2017, which called for upper tier
councils and combined authorities to monitor LEPs through their scrutiny committees,
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including requiring them to provide information and attend committee meetings.**® It
also echoes the former Secretary of State’s comments that he wanted to reform LEPs
during 2021.** There was also praise for the existing combination of the position of
Police and Crime Commissioner with metro mayor duties in Greater Manchester,**° (it is
similarly combined in West Yorkshire),**! and support for its extension to all combined
authorities.**?

132. Thirdly, we received calls for greater for regional cooperation, as city-regions were seen
as too small to deal with issues such as energy, foreign direct investment, or interregional
transport.*** It was proposed this should be based on existing local government structures,
modelled on the cooperation on housing and land planning in Scotland that persisted
after regional councils were abolished.***

Should England move to a unitary model of local authorities?

133. The fourth theme of our evidence on local government reorganisation focused on
whether to reorganise local government structures, abolishing the two-tiers of district
and council councils and replacing them with a single tier of councils, unitary authorities.
Since the 1990s all local authorities in Scotland, Wales and Northern Ireland have moved
to a single layer of local government, and there are currently 56 unitary authorities in
England.**

134. In 2020 there were indications that the Government was supporting a move to a
unitary model across England, based around populations of 300,000 to 400,000 people,
because this structure would lower costs.**® Subsequently, government ministers have
espoused their openness to alternative ways to save money and willingness to pursue
an approach led by local councils.**” Consultations were held and decisions made for

438 Communities and Local Government Committee, First Report of Session 2017-19, Effectiveness of local authority
overview and scrutiny committees, HC 369, para 96.

439  Ministry of Housing, Communities and Local Government, Local Government Association annual conference
2021: Secretary of State’s speech, 6 July 2021

440 Greater Manchester Combined Authority (PDE0032)

441 The Greater Manchester Combined Authority (Transfer of Police and Crime Commissioner Functions to the
Mayor) Order 2017 (S| 2017/470); The West Yorkshire Combined Authority (Election of Mayor and Functions)
Order 2021 (S1 2021/112) Part 10

442 Q76 (Abdool Kara, National Audit Office)

443 @ional Studies Association (POD0019)

444 UK2070 Commission (PDE0020), UK2070 Commission (POD0012), Q215 (Lord Kerslake, UK2070 Commission)
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local government reorganisations in North Yorkshire, Cumbria and Somerset.*** The
Government hasannounced its support for a single unitary authority in North Yorkshire,**’
and in Somerset,*** and two in Cumbria.**

135. Representatives from existing unitary authorities argued their formation had proven
beneficial. Cornwall’s unitary authority had let the county “speak with one voice” and
improved public sector delivery, for example in fostering cooperation across health
provision.*** Creating the unitary Durham Council had “allowed us to co-ordinate our
economy and resources” and to have a single local plan whilst retaining different social
identities.*>® The achievements of Wiltshire Council,*** and the reforms in Scotland,
Wales and Northern Ireland were also cited in support of unitary authorities.*>

136. Dr John Stanton from the University of London was amongst those advocating moving
to a unitary structure. He argued that a major problem at present was confusion over
responsibility where multiple tiers existed.**® The two tier system was seen to have created
“the misalignment between political and economic geographies” caused by the two-tier
system.**” By contrast reform could help to foster regional cooperation.**® The retention
of local links could be assured by sub-committees dealing with particular local areas.**
David Williams from Hertfordshire Council supported moving to a unitary system and
argued an individual local council should not be able to block it.*** The County Council
Network’s written evidence suggested both sympathy for moving to a unitary status whilst
being willing to consider reforms within the existing two-tier structure.*** Its August
2020 report argued that converting the 25 existing two-tier authorities to unitary status
would save £2.943 billion over five years.**>

137. The District Council Network disagreed with moves towards more unitary
authorities. It argued district councils had been successful during covid-19 and anchored
local government in local communities. By contrast, unitary authorities at a county-level
would be 122 times larger than the average council in Germany, 14 times larger than in
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Denmark, and 5 times larger than the current average for all councils in England.*®® These
criticisms were echoed in our evidence. *** The political party Mebyon Kernow argued that
the reforms in Cornwall had reduced the number of councillors from 331 in 2009 to 87 in
2021. It contrasted this with the 482 councillors in Devon and 410 in Somerset.**° Professor
Colin Copus from De Montfort University stated that adopting unitary authorities would
mean “we then just end up with English local government, already being the largest across
Europe by a country mile, growing exponentially.” He also argued that different countries
have five or six tiers of local government, and that larger local government units tend to
have lower turnouts.**®

138. Advocates of change did acknowledge they were unsure whether the promised savings
would be delivered.**” This echoed a suggestion that previous unitary reorganisations had
not delivered the promised savings.**® Academic research into past reorganisations have
also come to differing conclusions on whether the changes were beneficial in terms of
savings and public service delivery.*®

139. There was a lack of consensus on the merits of moving to unitary authorities and
resistance to making structural changes a condition of devolution. The combined
authority model may not be appropriate in all places and should not be a condition
of a deal. The Government should commission a review of the benefits and costs, in
economic, democratic, local connection, and service delivery terms, that have resulted
from previous moves to unitary authority structures. This review would help inform the
on-going debate over the structures of local authorities.

140. The devolution framework should clarify the relationship of local authorities with
combined authorities. As we have noted devolution is not just about increasing the
powers of combined authorities, but enhancing the powers of local government as a
whole. The Government should continue to ensure Local Enterprise Partnerships and
combined authorities have the same boundaries and are effectively integrated. We
reiterate our predecessor committee’s calling in 2017 for scrutiny committees from local
and combined authorities to monitor the effectiveness of Local Enterprise Partnerships.
The Government should support organisations such as the Northern Powerhouse to
foster cooperation, without imposing any further formal layers of government.
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7 Scrutiny in combined authorities

141. In December 2017 our predecessor committee recommended that there needed to be
adequate resourcing of the scrutiny of metro mayors.*’® This section looks at the different
ways in which scrutiny of devolved areas can be enhanced.

The nature of scrutiny in devolved areas

142. We were told that combined authorities are strategic and long-term in their approach.
They do not “by and large, have that direct service delivery responsibility. It means that
scrutiny needs to look quite different too.”*”* The Centre for Public Scrutiny identified five
types of scrutiny within combined authorities: scrutiny of the Mayor chiefly by council
leaders, scrutiny of the Mayor by other local partners, scrutiny by the public and press,
scrutiny by the formal scrutiny bodies of the combined authorities, and scrutiny carried
out by the individual constituent local authorities. The Centre also commented that
“scrutiny in combined authorities is of a different and distinct nature to scrutiny in local
government”, and therefore there needed to be greater clarity from combined authority
on the place of scrutiny in their work. It worried that presently scrutiny was neglected
“mainly because its role and impact are both indistinct.”*”*

143. MHCLG told us that combined authorities were subject to “independent external
audit, the Freedom of Information Act and the Local Government transparency code.”
They have open meetings and an overview and scrutiny framework, along with being
obliged to have one overview and scrutiny committee, to examine decisions planned by
the executive, and an audit committee.*”> Mayors are, of course, also scrutinised by and
accountable to voters.*”

144. We heard criticism of existing monitoring and evaluation of devolution authorities.
The LGA criticised devolved areas having to fulfil certain delivery targets set by central
government,arguinggenuinedevolutionwouldrelyondemocraticaccountabilityinstead.*”
Ed Hammond from the Centre for Public Scrutiny noted that greater devolution more
widely spread will make it harder for central government to keep track of those local
activities, in turning necessitating the strengthening of local systems of scrutiny.*”®

What are the right institutions for scrutiny?

145. There are broadly speaking two institutional models of scrutiny for directly elected
mayors in English devolution. The first is the council in combined authorities that includes
council leaders and the metro mayor. The combined authorities also have committees,
formed of local councillors from the constituent councils, for areas such overview and
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scrutiny and audit and governance. The second is the model in London of a separately
elected assembly that holds the Mayor accountable. We sought to examine the relative
merits of these two approaches.

146. The London Assembly argued in evidence to us that there are four ways that its
scrutiny system is preferable to that of the combined authorities. First, because elections are
by proportional representation and therefore the Assembly is not dominated by one party,
it is more effective in challenging the mayor. Secondly, the combined authority approach
risked council leaders chiefly focusing on the impact on their local area and meant “those
scrutinising the Mayors have dual roles and, potentially, confused democratic mandates.”
By contrast the London Assembly members represented either large constituencies or city-
wide list members and therefore could take a more strategic, London-wide perspective.
Thirdly, having its own budget, staff and legal identity meant the Assembly “can set its
own priorities and carry out its functions with minimal interference from the executive.”
Fourthly, it emphasised the benefit of Mayoral Question Time, which takes place ten times
a year and is preceded by a written report from the Mayor, for publicly holding the Mayor
to account.*”’

147. Various arguments were advanced in favour of an assembly-style model for combined
authorities. It would have “a direct link to voters”, have “legitimacy derived from direct
election”, would enjoy a “higher public profile”, and provide visible scrutiny.*’® Smaller
political parties would be represented.*”” It would push governance and accountability
back down to local level.**® The role of the Assembly was also singled out contributing
to the better record of London’s devolved institutions, compared to other combined
authorities, in land development and transport.*** In imitation of the eleven (out of 25
in total) London Assembly members representing the whole of the authority, Dr John
Stanton from the University of London suggested there should be “four or five region-
wide representatives on the combined authority with primarily a scrutiny function” who
would be directly elected and sit on the combined authority council.**?

148. Stanton did suggest there were two challenges with applying the Assembly model
elsewhere. First, an assembly with a shared political allegiance with the mayor might
provide less effective scrutiny. Secondly, it is unclear “whether combined authorities are
capable of holding mayors to account in the same way [as in London].”*** Lord Kerslake
opposed introducing an assembly model, arguing that combined authorities were still in
their early days, and it would be better “to let different models develop in each of those
places and then test how they are working”.*** This view was echoed by the Institute for
Public Policy Research North, who commented that “All local areas should be given the
ability to adopt governance models that are not imposed from the top, but are instead
tailored around their specific needs, ambitions and circumstances.”**
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149. There were also calls to strengthen the scrutiny system in London. These included
a “borough leaders’ senate” sitting alongside the Assembly, or matching Assembly
constituency boundaries to that of local authorities or their wards.**® The London Assembly
instead advocated extending its powers of scrutiny beyond the statutory functions of
the Mayor, to areas such as London’s health trust, ambulance services and utilities. It
also commented on how the Assembly does not have the ability to call-in decisions by
the Mayor, or receive a forward plan from the Mayor.*®” This is despite our predecessor
committee’s recommendation in 2013 and 2016 that the Mayor be required to publish a
forward plan, and that the Assembly be given power to call-in mayoral decisions and to
have a potential veto over the Police and Crime Plan and deputy mayoral appointments.*®®

150. The existing scrutiny arrangements for combined authorities were defended by Jamie
Driscoll, Metro Mayor, North of Tyne:

Our colleague Steve Rotheram says frequently, “We are the most scrutinised
politicians anywhere”. There are seven people in my cabinet, including me.
There are 38 members of various scrutiny bodies and 41 people on various
panels that we run. We are really quite heavily outnumbered. That is in
addition to scrutiny officers, assurance frameworks, investment panels,
technical officers groups and, inevitably, auditing. The short answer would
be that it works very well. Perhaps to quote [T.S.] Eliot, people spend their
times dreaming of systems so perfect that nobody has to be good. Scrutiny
only works if people engage with it anyway.**

The sufficiency of existing scrutiny arrangements was also espoused by James Palmer then
Metro Mayor, Cambridgeshire and Peterborough, although he did opine that the scrutiny
committee “is still seen by many as a way of attacking politically, rather than questioning
how better practice could be delivered.”**

151. Abdool Kara from the NAO argued that the weakness in the scrutiny of mayors was
not of their exercise of formal powers, but of their softer convening powers.*** Professor
Francesca Gains, University of Manchester, did state that, in a Greater Manchester context,
scrutiny had improved since 2016, with committees created reflecting the different policy
work pursued by the authority.*”? Nevertheless she accepted that “scrutiny is a weaker
part of the infrastructure”. Consequently, she proposed having scrutineers drawn from
the individual authorities who could report back to non-executive councillors in those
authorities. There are roughly 600 councillors whose “talent and creativity” could be
harnessed.*” James Palmer noted the committees on housing and skills in his combined
authority had members who were councillors but not council leaders and “That creates a
much better debate and more transparency”.** Ed Hammond from the Centre for Public
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Scrutiny thought directly elected scrutiny committees for combined authorities would
create an alternative career path for local politicians akin to being a select committee
chair in Parliament.*** This could address the wider problem, detailed by Professor Colin
Copus from De Montfort University, of local councillors being subjected to much more
vigorous party whipping than MPs, which in turn has made scrutiny a less attractive
career option than serving in the executive.*”® He did not think it was necessary to have
directly elected scrutiny committees to oversee local councils. **”

Local public accounts committees

152. A specific way of further enhancing scrutiny was establishing local public accounts
committees. This idea has been proposed the Centre for Public Scrutiny,**® and supported
by the All-Party Parliamentary Group on devolution.*”” Ed Hammond from the Centre
for Public Scrutiny argued such committees would look at value for money in both local
government and other public sector organisations. They could be directly-elected, and
would be “place-based and would not be focused on holding the combined authority or
local authorities to account”, but rather “system issues and value for money.”*°° Supporters
of the proposal argued it could help establish parity of esteem between local and central
government;**! and could enhance public awareness and scrutiny.’®” It was suggested the
committees could be piloted in mayoral areas.’*> However coolness about the idea was
expressed by combined authority and local authority representatives. James Palmer said
he was not opposed to it; but was not sure it would be necessary given existing audit
and governance committees and external audit. Jamie Driscoll added that whereas such
an approach might be appropriate in London, given the lack of “true executive power”
of metro mayors it was unclear what the committee would be looking at.>** The LGA’s
Chair Cllr James Jamieson was also cautious, noting the existing scrutiny mechanisms
and being wary of additional bureaucracy, although he recognised that there could be
“some tidying up.”**

West Yorkshire’s approach

153. During our inquiry the Government announced the West Yorkshire devolution
deal. One distinct aspect of the combined authority, inherited from its original structure
in 2014,°° was the inclusion of three additional members, with voting rights, alongside
council leaders and the elected mayor. These are chosen by the constituent councils to
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reflect the political balance of participating local authorities.>”” We were interested in
whether this aspect was a model for achieving better scrutiny. Lord Kerslake singled out
West Yorkshire for bringing opposition members on to the combined authority “which
would not naturally have happened if it were just the leaders from the local councils.
That is a really interesting approach to sharpening scrutiny.”**® Conversely Jamie Driscoll
commented that the deal seemed “wonderfully ambitious but there are an awful lot of
committees and an awful lot of people involved.” He therefore wondered whether there
would be sufficient engagement and scrutiny.>*’

Building a culture of scrutiny

154. Ed Hammond at the Centre for Public Scrutiny underlined the importance that
“there is a danger in focusing exclusively on the structures rather than thinking about
people’s behaviours, culture and that kind of thing.”*'® We asked the metro mayors how
they were embedding scrutiny in their combined authorities. James Palmer cited the
committee system as opening up decision-making. Jamie Driscoll commented “As with
all scrutiny, it works well if the relationships work well.” This included appearing before
the scrutiny committee, having different boards, a regular mayor’s question time and a
weekly video outlining his activities.*"! Other evidence highlighted measures to enhance
public engagement such as the Liverpool City Regions Listens project in August to October
2019 in Liverpool.>'* It was also emphasised that polling, focus groups, citizens assemblies
were particularly important for engaging women and other underrepresented groups.’*?

155. Thereisno consensus on the optimum structure for scrutinyina devolved authority,
including as to whether the London Assembly is superior to the existing combined
authority structures. The new audit arrangements being introduced by the Government
should consider the best way to conduct scrutiny and ensure greater transparency of the
budgets of combined authorities. Scrutiny must be on a cross-party basis and scrutiny
bodies should reflect this. We reiterate our predecessor committee’s recommendation
in 2017 that the Government ensure there is adequate funding of the scrutiny of the
metro mayors. We reiterate our predecessor committees’ recommendations in 2013
and 2016 that the London Assembly should receive a forward plan from the Mayor of
London, receive call-in powers, and be able to reject the Mayor’s Police and Crime Plan
and appointments for deputy mayors. The Government should also examine the case
for permitting the London Assembly to scrutinise other aspects of London governance
beyond those areas overseen by the mayoral administration.
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Reform of the quorum rules

156. The proportion of members required to attend overview and scrutiny meetings (the
quorum) for combined authorities is two-thirds of all members. This is more stringent
than the one-third required for local authorities.’* Sheffield City Region Combined
Authority argued “a lot of time and effort” was spent ensuring meetings in combined
authorities is quorate. It argued the rules should be reviewed.”** The Centre for Public
Scrutiny told us “In some CAs [combined authorities], inquoracy is a regular feature
of meetings.”*'® It noted a Government consultation of 2016-19 on permitting remote
attendance of committees, which endorsed permitting remote meetings to take place for
local authority joint meetings and combined authorities but only from sites suitable for
holding a meeting with public access (e.g. a town hall).*"’

157. Scrutiny committees for combined authorities has been hindered by strict quorum
rules. The Government should consider whether the quorum for combined authorities
could be made one-half of the membership rather than the present two-thirds.

Complaints about local and combined authorities

158. The Local Government and Social Care Ombudsman (LGSCO) voiced various
concerns about the procedures for handling complaints in local and combined authorities.
Given that it upheld 67% of complaints against local councils in 2020-21 it is important
the public have proper means of redress.”'® Combined authorities “have made mixed
progress towards putting in place a complaints system that we would judge to meet the
needs and rights of their service users.” The LGSCO also lamented its lack of power to
investigate complaints against parish and town councils who take on responsibilities
formerly held by district councils when local government structures are reorganised into
unitary authorities. It also wanted its writ extended to passenger transport authorities,
fire and rescue authorities, and police and crime commissioners when they are integrated
into combined authorities. For example, Merseytravel, now an executive body of the
Liverpool City Region Combined Authority, is beyond the LGSCO’s oversight. In contrast
the Transport for Greater Manchester Committee, a branch of the Greater Manchester
Combined Authority, is under the LGSCO?s jurisdiction. Therefore, the LGSCO wanted
confirmation that “all English local government administrative functions and services
should fall clearly and unambiguously within our jurisdiction.”*’

159. The Local Government and Social Care Ombudsman expressed concerns about
its oversight of combined authorities, pointing to uncertainties over its jurisdiction
and a loss of oversight when unitarisation occurred. We agree that proper complaints
procedures should be in place in all combined authorities. The Local Government and
Social Care Ombudsman’s jurisdiction should also apply to services such as passenger
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transport authorities which are integrated into combined authorities unless there are
equivalent complaint procedures already in place. The Local Government and Social
Care Ombudsman should also be given jurisdiction over those powers which were
formerly exercised by district councils which have been passed by unitary authorities to
parish, town and community councils.

The data for scrutiny

160. A further measure to improve scrutiny is to enhance the quality of data relating to
devolved areas. Gaps were identified in the provision of outcome data about equalities
groups,”® and in economic data at a city region level, such as GDP, inflation,”*! the
balance of trade, investment and business growth.’** The lack of data applies at a local
authority level,*** at a combined authority level (particularly when it is non-mayoral),***
and at regional and city levels.”*® Furthermore, data—such as gross value added data for
local areas—often takes too long to become available to influence policymaking,**® and
there is a lack of resources available to undertake thorough counter-factual evaluation of
policies.””” Government annual reports on devolution were also criticised, because

the financial information is very difficult to assess as it does not present year
on year allocations or overall funding allocations over time by combined
authority. The information provided in the report will not assist the
requirement for scrutiny of devolved funding at either central government
or combined authority level.”*®

161. There is a need for more data about combined authority and other sub-national
areas. The Government, the Office for National Statistics, and the Chartered Institute of
Public Finance and Accountancy should develop datasets to enable effective evaluation
of combined authorities and other sub-national areas. The Government should also
ensure there are resources to enable areas with devolution deals to undertake more
thorough evaluation of their own work.

520 Q51 (Francesca Gains, University of Manchester)

521 Centre for Cities (PDE0030

522 Core Cities (PDE0012)

523 Durham County Council (PDE0001), Centre for Cities (PDE0030), Regional Studies Association (POD0019)
524 North East Combined Authority (PDE0017). See also Royal Town Planning Institute (POD0010)

525 Core Cities (PDE0012), CBI (PDE0031), UK2070 Commission (POD0012)

526 Centre for Cities (PDE0030), Regional Studies Association (POD0019)

527 Cornwall and the Isles of Scilly Leadership Board (PDE0014)

528 Professor Francesca Gains (POD0009)
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Conclusions and recommendations

Current devolution

There has been important progress with devolution in England since our predecessor
committee’s report in 2016. But further progress can and should be made over the
course of this Parliament. The remainder of this report sets out our recommended
next steps for extending devolution. (Paragraph 17)

The role of central government

Devolution across the United Kingdom has been pursued for different purposes,
and its scope, structure, and geography reflect this. There needs to be clarity on the
most important purposes of English devolution. This can then guide discussions on
the appropriate geography and institutions that are needed. The Government should
clearly outline what it considers to be the purpose(s) of devolution and why those are
the right ends for which devolution is the means. It should then consult widely with
stakeholders and the public on its proposed purposes. Careful consideration should
particularly be given to the purpose of combined authorities and the appropriate
boundaries for them to have. (Paragraph 24)

To embed devolution at the heart of central government the new Secretary of State
for Levelling Up, Housing and Communities should be responsible for vigorously
driving forward English devolution and this should be explicitly stated as one of his
responsibilities. Our predecessor committee’s recommendation of permitting local
authorities to report on their interactions with different government departments
in the annual report on devolution should be adopted to drive a culture of positive
and proactive support across the whole of Whitehall for devolution. Furthermore, a
council of all areas with devolution deals should be established and hold meetings at
least twice a year with the Prime Minister. (Paragraph 35)

Thelack of transparency and public engagement in the negotiation of devolution deals
have not been addressed since our predecessor committee’s 2016 report. Both have
remained minimal. We reiterate our predecessor committee’s recommendation that
there should be greater efforts to engage the public before as well as after negotiations,
through consultations, citizens assemblies and better publicity. To ensure that local
councils use their limited resources on compiling proposals with a chance of being
accepted, the Government should also publish the criteria it uses to assess and agree
proposals. (Paragraph 41)

We approve of the principle of a devolution framework. It will provide clarity as to
what is available for devolution. The Government should work with local government
and other stakeholders to produce a devolution framework. To succeed, the framework
must provide flexibility and be grounded in a comprehensive consultation with
stakeholders to avoid being a top-down imposition from central onto local government.
It should include a set of principles committing the Government to devolution as an
evolving process with a forward direction. Devolution is not just about increasing
the powers of combined authorities, but enhancing the powers of local government
as a whole. A key principle should be that devolution is the default option unless
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there is a good and compelling reason why a policy area should not be devolved. The
Government should consider following the model used for the devolved nations, where
there is a list of reserved powers not available for devolution, with all other powers
available for combined and local authorities. It should not be obligatory for any area
to take on all of the available powers straightaway or at all. Furthermore, councils
should also devolve to their local communities—devolution does not stop at the town
hall door. (Paragraph 48)

Instead of using Greater Manchester as a yardstick, all existing places with devolution
deals should be offered the same powers as all others currently have. They may not
choose to immediately take them up, but the option should be available. (Paragraph 50)

Financial devolution

We reiterate our recommendation from our recent report into local authority financial
sustainability that the Government should allow councils to retain 75% of business
rates from 2022, and that it should not impose commensurate cuts to grant funding.
The additional funding should then be put towards equalisation in a separate grant
designed for this purpose. As we also recommended in that report, in the longer
term, the Government should consider options for wider reform of council tax and
business rates, including possibly replacing them with a proportional property tax.
(Paragraph 61)

Financial devolution is necessary to ensure the success of devolution through giving
devolved authorities greater freedom from central government, enabling them to
take longer-term decisions reflective of their strategic purpose, and enhancing their
direct accountability to their electorates. It must be accompanied by redistributive
measures to ensure areas with lower revenue raising potential do not lose out. We
therefore recommend that the Government should:

o explore alternative ways in which revenue can be raised, which could reduce
reliance on council tax and business rates.

o consider offering devolution of a tourism tax, possibly to combined authorities
where the revenue can be redistributed as well as meet the costs incurred by
tourists.

o follow our previous recommendation to explore how to level the playing field
between bricks and mortar retailers and online retailers.

Further financial devolution could follow these measures if they prove to be a success.
(Paragraph 71)

The Government should commission research into how income tax or other national
tax revenue could be allocated to local and combined authorities, or how a local income
tax across a combined authority area could work, including details of tax setting,
funding equalisation, and how HMRC can better identify where taxpayers live. The
Government should consider permitting other measures, including land value capture
for local authorities, to help them raise additional money. (Paragraph 72)
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The Committee has persistently sought clarity from the Government about how the
UK Shared Prosperity Fund will work. The Government has had over four years
to design and bring forward a coherent alternative to the European Development
Funds that will completely end in 2023. This delay has been unacceptable and
requires an accelerated approach. The Government should bring forward as soon as
possible its proposals for how the UK Shared Prosperity Fund will work, including
the funding profile to be controlled by combined authorities or local authorities. The
majority of the funding should be allocated as block grants with local and combined
authorities empowered to allocate the funds within the general principles of bolstering
regeneration and tackling unemployment and skill shortages already announced by
the Government. The Government should confirm that the £1.5 billion, equivalent to
that formerly provided by the EU, will be increased to retain its real value over time. It
should also increase the total amount of funding for the UK Shared Prosperity Fund to
ensure that English regions that would have been eligible for greater sums of structural
funding had the UK stayed in the EU and if the Government had strictly followed the
EU’s former allocation of funds do not lose out by its guarantee to retain the existing
amounts of funding for other parts of the UK. (Paragraph 82)

A sustainable approach to local government funding requires longer term budgetary
arrangements and discretion for local authorities and combined authorities over
how to spend. We therefore welcome that the 2021 spending review will be multi-
year. This reflects the wider need for a long-term plan to support the finances of
local government. We recommend that the principle of devolution funding should be
that grants are given on a block basis to cover all services of which local and combined
authorities have oversight, without ringfencing or competitive bidding. (Paragraph 87)

Devolution of other powers

We retain our predecessor committee’s scepticism about whether health devolution
accurately describes the current arrangements in Greater Manchester. It clearly
does not in Cornwall and the Isles of Scilly. We support the recommendations of the
Health Devolution Commission on the future of health devolution and the role that
should be played by local and combined authorities in the new Integrated Care System.
The Government should seek to implement these proposals. It should also explore the
merits of establishing a London Health Commissioner to oversee all London health
matters, and of devolving the London Ambulance Service. (Paragraph 102)

The devolution of the adult education budget should be part of the devolution
[framework, accompanied by transitional support and measures to mitigate differences
in course options between areas. The same powers over adult education should be
available to all areas with devolution deals. Further education, in particular FE
colleges, should also be included in the framework. The Government should work
with the Local Government Association to agree proposals as to how local authorities’
oversight of schools and their funding should be strengthened. This should include
devolving the functions of the Education and Skills Funding Agency to county councils
and combined authorities; and the transfer of the powers held by Regional School
Commissioners to local authorities. (Paragraph 108)
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The devolution framework should provide for the devolution to combined and local
authorities of the spatial planning powers, call-in powers for planning applications,
the powers to establish development corporations, compulsory purchase orders,
consultation on strategic planning applications, and strategic infrastructure levies,
currently exercised by some combined authorities. There should be greater transparency
about the process. The Government should also consider further devolution of housing
powers to London. There should there be a single pot for housing, with a requirement
that a spatial plan be adopted beforehand. (Paragraph 113)

The Government should consider the case for extending powers for Transport for
London-style oversight of local buses to all transport authorities, whether combined
or local authorities. Where transport services cross local authority boundaries, joint
working relationships should be encouraged between the local authorities affected.
Similarly, Network Rail, Highways England and other comparable bodies should be
required to organise joint working arrangements with transport authorities. Local
government should ensure there is proper and transparent scrutiny of transport
arrangements in their areas. (Paragraph 118)

We have heard, both in this inquiry and our inquiry into local government and
the path to net-zero, that local government can play an important role in policies
relating to energy efficiency. The Government should strongly consider the case for
devolution of further powers in this area. It should also examine how additional
oversight can be given to local government of the environment, aspects of farming and
forestry policies, and the takeover of public assets. (Paragraph 121)

Widening the geography of devolution

Devolution should not be restricted solely to urban areas. The Government must
strive to ensure devolution deals are reached with rural areas. The Government
must make pursuing devolution deals with non-metropolitan areas a priority. It
should write to us with an update on its progress in this area no later than June
2022. The expansion of devolution should include sensitivity to local concerns about
the requirement to have a directly elected mayor. The enhanced public consultation
we have recommended should take place before and during the negotiations should
including examining whether there is support in an area for a directly elected mayor.
If such support is lacking this should not prevent devolution from taking place.
(Paragraph 129)

There was a lack of consensus on the merits of moving to unitary authorities and
resistance to making structural changes a condition of devolution. The combined
authority model may not be appropriate in all places and should not be a condition
of a deal. The Government should commission a review of the benefits and costs, in
economic, democratic, local connection, and service delivery terms, that have resulted
from previous moves to unitary authority structures. This review would help inform
the on-going debate over the structures of local authorities. (Paragraph 139)

The devolution framework should clarify the relationship of local authorities with
combined authorities. As we have noted devolution is not just about increasing the
powers of combined authorities, but enhancing the powers of local government as
a whole. The Government should continue to ensure Local Enterprise Partnerships
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and combined authorities have the same boundaries and are effectively integrated.
We reiterate our predecessor committee’s calling in 2017 for scrutiny committees
from local and combined authorities to monitor the effectiveness of Local Enterprise
Partnerships. The Government should support organisations such as the Northern
Powerhouse to foster cooperation, without imposing any further formal layers of
government. (Paragraph 140)

Scrutiny in combined authorities

There is no consensus on the optimum structure for scrutiny in a devolved authority,
including as to whether the London Assembly is superior to the existing combined
authority structures. The new audit arrangements being introduced by the Government
should consider the best way to conduct scrutiny and ensure greater transparency of the
budgets of combined authorities. Scrutiny must be on a cross-party basis and scrutiny
bodies should reflect this. We reiterate our predecessor committee’s recommendation
in 2017 that the Government ensure there is adequate funding of the scrutiny of the
metro mayors. We reiterate our predecessor committees’ recommendations in 2013
and 2016 that the London Assembly should receive a forward plan from the Mayor of
London, receive call-in powers, and be able to reject the Mayor’s Police and Crime Plan
and appointments for deputy mayors. The Government should also examine the case
for permitting the London Assembly to scrutinise other aspects of London governance
beyond those areas overseen by the mayoral administration. (Paragraph 155)

Scrutiny committees for combined authorities has been hindered by strict quorum
rules. The Government should consider whether the quorum for combined authorities
could be made one-half of the membership rather than the present two-thirds.
(Paragraph 157)

The Local Government and Social Care Ombudsman expressed concerns about its
oversight of combined authorities, pointing to uncertainties over its jurisdiction
and a loss of oversight when unitarisation occurred. We agree that proper complaints
procedures should be in place in all combined authorities. The Local Government and
Social Care Ombudsman’s jurisdiction should also apply to services such as passenger
transport authorities which are integrated into combined authorities unless there are
equivalent complaint procedures already in place. The Local Government and Social
Care Ombudsman should also be given jurisdiction over those powers which were
formerly exercised by district councils which have been passed by unitary authorities
to parish, town and community councils. (Paragraph 159)

There is a need for more data about combined authority and other sub-national areas.
The Government, the Office for National Statistics, and the Chartered Institute of
Public Finance and Accountancy should develop datasets to enable effective evaluation
of combined authorities and other sub-national areas. The Government should also
ensure there are resources to enable areas with devolution deals to undertake more
thorough evaluation of their own work. (Paragraph 161)
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Formal minutes

Wednesday 22 September 2021

Members present

Mr Clive Betts, in the Chair
Bob Blackman

Brendan Clarke-Smith

Ben Everitt

Andrew Lewer

Ian Byrne

Florence Eshalomi

Rachel Hopkins

Mary Robinson

Draft report (Progress on devolution in England) proposed by the Chair, brought up and
read.

Ordered, That the report be read a second time, paragraph by paragraph.
Paragraphs 1 to 161 read and agreed to.

Summary agreed to.

Resolved, That the Report be the Fourth Report of the Committee to the House.
Ordered, That the Chair make the Report to the House.

Ordered, That embargoed copies of the Report be made available, in accordance with the
provisions of Standing Order No. 134

Adjournment

Adjourned till Monday 18 October at 3.30pm
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Witnhesses

The following witnesses gave evidence. Transcripts can be viewed on the inquiry publications

page of the Committee’s website.

Monday 16 March 2020

Professor Francesca Gains, Professor of Public Policy, University of Manchester;
Professor Colin Copus, Emeritus Professor in Local Politics, De Montfort
University; Dr John Stanton, Senior Lecturer in Law, City, University of London

Monday 22 June 2020

Abdool Kara, Executive Leader, Local Services, National Audit Office; Mr Ed
Hammond, Director, Centre for Public Scrutiny; Andrew Walker, Head of
Research, Local Government Information Unit

Jim Hubbard, Head of Regional Policy, CBI; Simon Parkinson, Chief Executive
and General Secretary, Workers’' Educational Association; Mike Short, Senior
National Officer for Local Government, UNISON

Monday 7 September 2020

Kate Kennally, Chief Executive, Cornwall Council; Helen Charlesworth-May,
Strategic Director for Public Health and Care, Cornwall Council; Sir Richard
Leese CBE, Leader, Manchester City Council; Bill McCarthy, North West Regional
Director, NHS England

Mr David Phillips, Assistant Director, Institute for Fiscal Studies; Andrew Carter,
Chief Executive, Centre for Cities; Guy Ware, Director of Local Government
Performance & Finance, London Councils

Monday 30 November 2020

Jamie Driscoll, Metro Mayor, North of Tyne Combined Authority; James Palmer,
Metro Mayor, Cambridgeshire and Peterborough Combined Authority

Amy Harhoff, Corporate Director of Regeneration, Economy and Growth,
Durham County Council; David Williams, Leader, Hertfordshire County Council

Monday 25 January 2021

The Lord Kerslake, Chair, UK2070 Commission; Rt Hon Greg Clark MP; Clir James
Jamieson, Chairman, Local Government Association (LGA)
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Published written evidence

The following written evidence was received and can be viewed on the inquiry publications
page of the Committee’s website.

POD numbers are generated by the evidence processing system and so may not be complete.
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Britain’s Leading Edge (POD0007)

Burton, Mr Nick (POD0015)

DevoConnect (POD0006)

Gains, Professor Francesca (POD0009)

Home Builders Federation (POD0013)

Jarvis, Mayor Dan (POD0017)

Kent Association of Local Councils (POD0011)

Liverpool City Region Combined Authority (POD0018)
Local Government Association (POD0014)

Local Government and Social Care Ombudsman (POD0004)
Local Government and Social Care Ombudsman (POD0021)
Natarajan, Dr Lucy (POD0005)

Policy Connect (POD0016)

Regional Studies Association (POD0019)

Royal Town Planning Institute (POD0010)

Styles, Mr Richard (POD0003)

Taylor, Councillor Barrie (Deputy Chairman, Wrington Parish Council) (POD0001)
UK2070 Commission (POD0012)

UNISON (POD0008)

Workers' Educational Association (POD0020)

The following written evidence was received for the 2019 inquiry, Progress on devolution
in England, and can be viewed on the inquiry publications page of our predecessor
Committee’s website.
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Centre for Urban and Regional Development Studies (CURDS), Newcastle University
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List of Reports from the Committee
during the current Parliament

All publications from the Committee are available on the publications page of the
Committee’s website.
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2nd Local authority financial sustainability and the section 114 HC 33
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3rd Permitted Development Rights HC 32
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2nd Cladding: progress of remediation HC 172
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5th Pre-legislative scrutiny of the Building Safety Bill HC 466
6th Protecting the homeless and the private rented sector: HC 1329
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