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London Finance Commission:
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1. Camden Town Unlimited
1) Do you believe that the current arrangements for sub-national (that is, the Mayor
and the boroughs) taxation and the responsibility for service provision as it affects
London is fit for purpose?

Camden Town Unlimited (Q1)
As a Business Improvement District we operate at a local level to represent the companies that
operate within a designated boundary area. For us, this is the Camden and Euston areas of northcentral London. Our efforts in driving economic growth and regeneration therefore bring us into
contact with stakeholders at national level at Westminster and Whitehall, at regional level with the
Greater London Authority (GLA), and at local level with Camden Council.
Effectively, we operate as a ‘public-private partnership’, bridging the gap between local businesses
and Governmental bodies. Naturally, and because we are accountable to local firms, we often play a
role in communicating policy to the business community that elects us. This extends to areas of fiscal
policy, as well as the provision of frontline services.
In fulfilling this very fluid role, we prioritise and develop positions on the particular areas of policy
that interest our members. For example, we have been very supportive of the Government’s
proposal for further devolution that would see 100% retention by local authorities of business rates,
for example.
However, we have had concerns elsewhere about the extension of office-to-residential permitted
development rights, a Whitehall decision that will erode available workspace in the capital (and we
are clear in this instance that these decisions on planning policy should be made locally). Our
position is that the GLA should have the ability to call-in the use of these rights to circumvent the
planning process, given the drastic impact they have on the availability of workspace in the capital.
As such there is a case for the devolution of housing policy with wider and further reaching powers
handed to the GLA to ensure that it strikes an effective balance between building-up the residential
and business environments. With a national policy agenda that prioritises housing, the GLA should
be able to ensure it can do more to optimise economic performance in the capital with the ability to
suspend policies such as the Right to Buy and the starter homes requirement.
Broadly, however, we are very supportive of the direction of travel of Government policy, in the
context of devolution. As a BID operating in the capital, we take the view that London is an economic
powerhouse that generates a significant amount of revenue for the Exchequer (approximately 30%
of the national figure), and for that reason its devolved institutions require greater powers on tax
and spending, where appropriate.
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2) Do you believe that London's government (the Mayor and the boroughs) should
take responsibility for a wider range of taxation and public expenditure?

Camden Town Unlimited (Q2)
Handing wider fiscal responsibilities to the GLA would naturally bring decision making on taxing and
spending closer to the capital’s residents and businesses. In the case of the latter, we would
cautiously welcome further devolution.
The extent to which fiscal powers should be handed down to the GLA has limits. Our system of
‘Government through Parliament’ is important for the delivery – and scrutiny – of political
mandates, which are judged by the country when it goes to the polls. When the two legislatures are
compared, the sovereign House of Commons is far stronger than the London Assembly at holding
the executive branch to account. This accounts for why fiscal decisions are, for the most part, taken
in the national Parliament which has the ability to question Treasury Ministers (and Bank of England
representatives). In this respect, London’s political institutions are not equipped – in their current
form – for the macro-economy (specifically oversight of corporation tax policy, for example, or, in
public spending terms, the delivery of frontline services across healthcare and education).

3) If London were to take greater regional/local responsibility for taxation and public
spending, which taxes and services do you think would be most appropriately
devolved and why?

Camden Town Unlimited (Q3)
Where we have set out above that national policy is appropriately dealt with in Westminster and
Whitehall, there remains scope for empowering London to equip it in its oversight of, and ability to
influence, business performance. As mentioned above, London’s retention of business rates is a step
in this direction.
It would also be effective if the Mayor, with approval from the London Assembly, could implement
Tax Increment Funding or Finance powers, such as those used in the United States, allowing London
to fund its growth by providing a return on investment to the Exchequer in the long term. The GLA
should be equipped to capture the value generated by the major infrastructure and regeneration
projects led both by itself and by central Whitehall departments.
In current policy terms, our local members have expressed concern over the funding of the Crossrail
2 project. The Department for Transport’s proposal is that the new rail line should be part-funded by
extending the Business Rate Supplement, a 2% levy on rate-paying businesses, on the grounds that it
will generate value for commerce in London and the South East.
Our members have expressed frustration that they must help foot the bill for this project that will
bring significantly larger gains to private landlords – commercial and residential – who will see vast
uplifts in the valuation of their properties. CTU has made the case that the Government has
inaccurately and unfairly targeted rate-paying businesses as designated payers for Crossrail 2, a
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possible consequence of a funding decisions being made too distantly. Rather, identification of
stakeholders and the benefits they receive from major projects such as this one should be localised
with revenue raising capacity devolved.

4) Does the UK's referendum decision to leave the EU affect arguments for the
transfer of power from Westminster/Whitehall to London's government?

Camden Town Unlimited (Q4)
We represent a vibrant economic hub at CTU; 10.3% of Camden Borough’s workforce is composed of
EU nationals, which is significantly higher than the 6.3% average across the rest of the UK. EU
workers are also a critical part of not only London’s physical growth but the UK’s. For example, they
make up approximately 35% of the construction workforce, and are therefore a major factor in the
development of the built environment.
The principle of the free movement of people across EU member state borders is therefore
important to our local businesses and, we would argue, a key priority for the Government’s Brexit
negotiations. By the same token, we believe the retention of single market access is imperative, post
Britain’s departure from the EU. London exports over £12 billion a year to the EU (approximately
40% of all UK exports to the region), and this underlines the strategic importance of the capital’s role
as a trading hub. It is essential that trade and labour can move unrestricted across borders, after the
Brexit settlement.

5) Would greater devolution of powers to the Mayor and the London boroughs make
it more or less likely that public resources were effectively and efficiently used?

Camden Town Unlimited (Q5)
Ultimately the success of further devolution to the Mayor and the London Boroughs will depend on
the nature of and extent of powers that are handed down. We have indicated above that we are
strongly in favour of further devolution of elements of business taxation and national policy. As we
also mentioned above, we believe that the GLA should be equipped with greater powers to drive
regeneration and capture value uplift associated with major projects.
Crucially however, any further devolved decision making, specifically in fiscal policy areas, must be
taken in coordination with national Government. Given the size and fundamental importance of
London’s economy and its performance, it would be self-defeating and ineffective to have the capital
make its own decisions in a silo. For example if wide ranging devolution of business taxation took
place, GLA decision-making must be informed by forecasts and the policy direction set by HM
Treasury, the Bank of England and the Office for Budget Responsibility.
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2. City of London Corporation
1) Do you believe that the current arrangements for sub-national (that is, the Mayor
and the boroughs) taxation and the responsibility for service provision as it affects
London is fit for purpose?

City of London Corporation (Q1)
N/A
2) Do you believe that London’s government (the Mayor and the boroughs) should
take responsibility for a wider range of taxation and public expenditure?

City of London Corporation (Q2)
These questions are taken together as representing two sides of the same coin. It is now commonly
asserted that the UK is (at least so far as England is concerned) one of the most centralised countries
in the developed world. Yet London’s economic contribution increasingly stands out. For instance, it
generated 23 per cent of the UK’s total gross value added in 20141; it contributed 21 per cent of the
UK’s tax receipts in 2013–142, and 29% of the UK’s economy taxes3 (as much as the next 37 cities
combined); and it is estimated to account for over half of the UK’s services exports.4 London was
one of only two regions (along with the South East) of the UK to generate a public fiscal surplus in
2013–14.5 It is a world-leading city in several fields, ranging from financial services to the arts, from
higher education to dispute resolution.
London’s separateness should not be overplayed. London is a national asset; the whole of the
country both contributes to its success and can legitimately expect to benefit from it. But London’s
extraordinary success in recent years means that its ambitions, opportunities and challenges are
increasingly distinctive. For instance, the creation of an estimated 1.2 million jobs by 20416 will
place unprecedented demand on already-stretched housing, work-space and transport, while
entrenching London’s position as an emerging centre for new financial technology will require
adaptable thinking by regulators and policy-makers.
In this context, the City Corporation sees four interrelated benefits from devolution. The first is that
London’s regional and local government is likely to be better able to focus on the distinct challenges
and opportunities facing the capital. The second is that London’s government is more directly
accountable to Londoners for decisions that predominantly affect the capital. The third is that
London’s government is likely to be more responsive to changing local circumstances and needs, as
well as to evidence of the local effects of its policies. The fourth is that devolution allows for greater
innovation in the delivery of services, thus allowing different approaches to be tried and tested and
the most successful to be identified.
London already benefits from two tiers of government: the Greater London Authority, with its
strategic oversight and political influence, and the boroughs and the City Corporation, with their
local knowledge and long experience of service delivery. One of the key tasks for proponents of
devolution will be to develop a governance model for new funding and services which harnesses the
complementary strengths of the two tiers and detracts from neither. This will also have to address
collaboration among the boroughs and the City Corporation, in recognition that some devolved
services will most effectively be delivered at a level between that of the GLA and individual councils.
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The City Corporation considers that such collaboration should be pursued on a flexible and voluntary
basis, recognising that different services may best be delivered through different groupings. There is
no appetite from the City Corporation for a ‘third tier’ of London government through the creation
of fixed legal structures such as combined authorities. The City Corporation sees no reason why the
preferred approach cannot be combined with clear and robust accountability mechanisms.
Whitehall will, however, need to be reassured that such mechanisms are in place. The City
Corporation supports the original conclusion of the Commission that a governance model must be
agreed consensually if it is to work. The goodwill within London government, and common
commitment to the devolution agenda, ought to make this possible; but much detailed work will be
required.
The City Corporation would expect that any devolved funding settlement includes similar measures
to those which are currently enshrined in the national system in order to ensure that the
Corporation is able to provide local government services to the standard necessary to sustain a
world-leading financial and commercial district, and that the City’s council-tax-payers are protected
from unreasonably high bills. The unique disparity between the City’s 415,000 workforce7 and its
roughly 7,000 residential population8 entails spending pressures for which a formulaic approach
(whether national or regional) cannot adequately cater.

1https://www.ons.gov.uk/economy/grossvalueaddedgva/bulletins/regionalgrossvalueaddedincomeapproach/dece

mber2015#summary
2 https://www.cityoflondon.gov.uk/business/economic-research-and-information/researchpublications/Documents/Research-2014/londons%20finance%20and%20revenues.pdf
3 http://www.centreforcities.org/press/london-generating-30-uk-economy-taxes-serious-implications-post-brexitbritain/
4 https://www.london.gov.uk/sites/default/files/gla_migrate_files_destination/wp69.pdf
5 https://www.cityoflondon.gov.uk/business/economic-research-and-information/researchpublications/Documents/Research-2014/londons%20finance%20and%20revenues.pdf
6 https://www.london.gov.uk/sites/default/files/llmp-2016.pdf

3) If London were to take greater regional/local responsibility for taxation and public
spending, which taxes and services do you think would be most appropriately
devolved and why?

City of London Corporation (Q3)

The City Corporation agrees with the original conclusions of the Commission that existing land-based
taxes are likely to be the best candidates for a devolved approach. Such taxes have a clear local
connection and fit well with regional and local government’s existing responsibility for controlling
the development and use of land. They also offer direct incentives for local government bodies to
improve the attractiveness of their areas.
The City Corporation considers that business needs should be a key focus of devolved services. The
operation of the business rates system means that London’s businesses are bearing an increasing
share of the national tax burden. The abolition of the non-domestic ratepayer franchise in 1969 (in
areas other than the City), coupled with the introduction of the national pooling system in 1988, has
created a sense of limited accountability in the way that this revenue is spent. The devolution of
revenue sources gives an opportunity to redress this, but only if it is coupled with the ability to
deliver solutions to some of the key challenges facing London’s businesses. Examples include making
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sure that Londoners have the necessary skills for the modern labour market, delivering affordable
housing for London’s growing workforce, and putting in place high-quality transport and
communications infrastructure.
The City’s business franchise for local elections gives the City Corporation a unique representative
role, particularly in the professional and financial services sectors. The City Corporation is ready to
take an active role in identifying the ways in which devolved responsibilities can best be exercised to
enhance London’s competitiveness. This would complement the role already played by the
Corporation in supporting and promoting London’s economy.

4) Does the UK’s referendum decision to leave the EU affect arguments for the
transfer of power from Westminster/Whitehall to London’s government?

City of London Corporation (Q4)
Leaving the EU poses significant challenges for London’s economy, given its specialisation in services
(including a large cross-border component) and highly international workforce. Increased political
and economic uncertainty following the referendum result calls for decisive steps to preserve
London’s competitive position and promote it as a place to do business, no matter what the
outcome of the withdrawal negotiations. The direction of policy set by national government will, of
course, play a central part in this. It is inevitable, however, that much of Whitehall’s time and energy
will be consumed by the withdrawal process. London’s government will have an important role in
looking beyond the inherent difficulties of this process and planning for a positive long-term future.
The City Corporation has already reinforced its representative work in response to the referendum
result. The Mayor of London has done likewise. The devolution of significant power would, however,
enable London’s government to go beyond mere ‘cheerleading’—important though that it is—and
make concrete demonstrations of London’s commitment to remain the world’s leading international
finance and business centre.
More broadly, one way of addressing the political differences exposed by the referendum result may
be to allow greater local flexibility over contentious matters of policy. For instance, it may be time to
explore the possibility of some regional variation in immigration policy, given that London’s
economy relies more than that of other regions on a flow of highly skilled foreign labour.

5) Would greater devolution of powers to the Mayor and the London boroughs make
it more or less likely that public resources were effectively and efficiently used?

City of London Corporation (Q5)

It is the City Corporation’s view that, in general, the benefits of devolution in the form of greater
local focus, accountability, responsiveness, and innovation are likely to outweigh any economies
of scale that may be hoped for in a uniform national approach. The assessment will, of course,
vary according to the particular powers being considered, and it will be important for London’s
government to make a robust argument on a case-by-case basis. As already noted, careful
consideration will also be required as to the level at which devolved powers can be most
effectively exercised.
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3. FSB
1) Do you think the UK’s vote to leave the European Union strengthens or weakens
(or has no impact on) the case for devolving further powers to London and why?

FSB (Q1)
We believe the urgency to devolve skills powers to London Government is of paramount
importance. Over one million Londoners in the capital were born outside the United Kingdom.
London relies on access to the best talent across the world, therefore, the dual issues of
devolution to London, and, a seat at the table for London around Brexit negotiations are not
mutually exclusive. FSB remained neutral on the referendum. However, our message now is
very much that any Brexit deal negotiated must take the needs of small businesses into
consideration.

2) To what extent do you think central government should devolve fiscal and other
powers to English cities?

FSB (Q2)
FSB have had a pretty long established line on devolution of powers, mainly:
- FSB is broadly supportive of measures to devolve power and will continue to support
decentralisation, if it believes that the act of devolving powers will benefit small businesses.
- FSB bases this position on a belief in the principle that local people and local businesses are
best placed to make decisions for their areas in most, but not all circumstances. We recognise
that while decentralisation has the potential to bring significant economic benefits in some
areas of policy, businesses have concerns over the extent to which power is devolved. Further,
decentralisation may be a necessary but not sufficient condition to deliver regional growth. For
example, there is a clear need for institutional capacity and the ability to deliver to be built up in
the regions for these benefits to be seen. FSB has developed three main criteria against which to
assess proposals to decentralise power within England. Our view is therefore that the process of
devolving further powers to regions in England must:
- Maintain a fair allocation of resources that reward success without exacerbating existing
economic divisions. Devolution to cities must not be at the expense of rural areas or exacerbate
the North-South divide. This will require decentralisation proposals to include a clear evidence
based assessment of the impact a proposal will have on all affected areas, not just the direct
recipients of devolution deals.
- Include transparent and robust arrangements for ensuring that the voice of small businesses is
taken into account at all levels of local economic decision making. This will require a genuine
commitment from local leaders to working with local businesses. The most obvious vehicle for
achieving this would be through reformed (Local Enterprise Partnerships) LEPs. LEPs should be
able to hold local leaders to account, especially in combined authority areas, and all LEPs should
have a named individual with explicit responsibility for small business issues. This individual
would act as a two way communications conduit between the LEP board and the wider business
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community, ensuring that small business issues are central to local economic decision making,
and that business is aware of the LEPs long term strategy and priorities.

Demonstrate that they will not create barriers to trade between areas and regions through
fragmentation of tax and regulatory regimes. Local powers over taxation should not create
barriers that will undermine the internal market. At the same time, there should be a clear
commitment to minimise complexity. Looking more broadly, the public discourse will need to
include a consideration of the objectives of decentralisation, and where an optimal end point of
the process may lie. While it is broadly accepted that the UK could benefit from a significant
period of decentralisation, it is important that decentralisation is not undertaken for its own
sake. It must be recognised that certain functions are best retained centrally, and this should
not be overlooked in the rush to reform. Even when the case for decentralisation is clear, the
question of institutional capacity must also be considered. Gains will not match expectations if
the institution(s) lack the capabilities required to make the most of the new opportunities
presented to them by devolution. FSB supports devolution because we believe local people and
local businesses are best placed to make decisions for their areas.

3) To what extent do you think London should become self-financing?

FSB (Q3)
From a national perspective we support London becoming a self-financing city, if this means
keeping more of the taxes generated in the capital, as opposed to receiving government grants.
However, this must not be at the expense of other parts of the country. Redistribution from
London is vital for many local authority areas who don’t have the ability to be self-financing and
deliver the services needed in their area. Therefore with devolution the question of
redistribution is an important one. Like the devolution proposals under the plans for 100%
devolution of business rates, we also believe that any further powers conferred to local
authorities/mayors should be fully funded and also take into consideration the medium term
financial impact that these new responsibilities will have. The London Finance Commission
recommended in 2013 for rate setting in London to rest with the Mayor of London. We remain
certain that the Mayor should have greater fiscal autonomy in setting rates across the capital
with strong protections in place to protect businesses from any perceived risk of unreasonably
high rate increases, in consultation with business. The FSB London Policy unit recommend that
the Government look closely at a deal for London, ensuring that the Mayor of London fully
understands the need to consult with business should greater powers be decentralised. The
message should be clear; greater fiscal autonomy should not lead to disproportionate increases
by using business as a ‘cash cow’ for rate setting.

4) Does the devolution of new powers to London (if it were to happen) have
implications for other cities in England?

FSB (Q4)
Assuming the funding envelope remains the same, redistribution to ensure fair funding for
those areas with the greatest need is important. As mentioned above, any further fiscal
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devolution to London cannot be at the expense of other areas of the country or seen to widen
the ‘north/south’ divide.

4. Harrow Council
1)Do you believe that the current arrangements for sub national (that is, Mayor and
the borough) taxation and the responsibility for service provision as it affects London
is fit for purpose?

Harrow Council (Q1)
I would not say the current arrangements are not fit for purpose but there is room for
considerable improvement. The currently system, especially around taxation is complex,
uncertain, could be argued it does not incentivise growth and regeneration and we often have
little control over demand and spend in relation to centrally controlled policies (for example
Housing and Welfare Reform). Needs assessments have lost alignment with actual need. In
2013/14 Harrow’s Formula Funding was reduced by £4m (6.4%) due to damping which meant
Harrow, along with other local authorities above the floor , were not fully funded for their level
of need. Damping was designed to be transitional but became a permanent feature. Harrow is a
low wage economy with 1 in 5 residents in low paid occupations and Harrow has the highest
growth in low paid jobs in London. However Harrow does not receive funding to reflect that
many of its residents are in low paid jobs because funding is linked to work and income benefits.
Arrangements need to reflect and support local need.

2) Do you believe that London’s government (the Major and the borough’s) should
take responsibility for a wider range of taxation and public expenditure?

Harrow Council (Q2)
I am supportive of London Government taking on further responsibilities that will improve the
lives of Harrow residents, boost the economic prosperity of local business, that will support
infrastructure challenges such as housing (including affordable housing), support partnership
working and which will enable the borough to provide services in a more efficient and effective
manner. However I do not believe it is appropriate or acceptable to transfer the risk of future
spending commitments, in light of increasing demands, that the sector is unable to effectively
influence. Therefore any transfers of responsibility must therefore be based on a realistic
assessment of in built pressures and be accompanied by the corresponding devolution of policy
control. I remain concerned about the sectors ability to fund a wider range of expenditure
responsibilities and believe that careful consideration must be given to funding requirements, in
line with the new burdens doctrine and current S31 arrangements.
I appreciate the difficulties of reflecting the position of individual borough’s when looking at pan
London arrangements but careful consideration needs to be given to the current position of
individual boroughs when considering wider taxation responsibilities. For example, in the
2016/17 local government finance settlement, Harrow Council was the 6th worst hit in London
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in terms of loss of RSG (£6.4m) when the RSG allocation methodology was changed to protect
authorities that are heavily dependent on central funding from the full impact of cuts in funding
over the next fours years. Harrow has the third highest Council Tax and, in 2015/16, Harrow’s
revenue spending power pre head was £159 (or 17.3%) lower than the London average ranking
Harrow 26th of 32 London Borough’s. The new allocation methodology took into account no
correlation between high council tax levels as a result of historic low central government
funding.

3) If London were take greater regional / local responsibility for taxation and public
spending, which taxes and services do you think would be most appropriately
devolved and why?

Harrow Council (Q3)
I am supportive of devolving responsibilities that will improve the lives of residents and have
clear links to business and economic growth including:
- Capital funding for affordable housing (Harrow is currently supporting a pressure in
the region of £3m on its homelessness budget)
- Careers services / 16-19 funding – Harrow is committed to a significant
apprenticeship programme and believes the devolution of this funding could be
better managed locally using the good relations built up with, for example, schools
and the local business community.

I do believe that a borough’s current tax raising abilities should be taken into account, there will
be significant differences across London at the business community’s ability to pay additional
business rates. I am pleased see that some form of top up and tariff system will continue in the
devolution of business rates and solutions are being looked at on regional and pan London basis.
Harrow is a borough of small entrepreneurial business’s meaning their capacity to shoulder
additional taxes may be limited. Harrow has seen its business rates base decline over the last 20
years, largely as a result of permitted development and the conversion of older style business
premises to residential and the growth of neighbouring retail infrastructure. Whilst allowing
flexibility on the multiplier, discounts etc, these are likely to be more favourable to councils with
larger business communities and hence more financial flexibility. Plus it would be interesting to
look at what other devolution and combined authority deals are transferring to see if such
arrangements are suitable for London.

4) Does the UK’s referendum decision to leave the EU effect arguments for the
transfer of power from Westminster / Whitehall to London’s government?

Harrow Council (Q4)
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Currently the quantifiable impact of Brexit is not known so it’s hard to comment. Any
devolution that can help strengthen local economies to make them more resilient to the
adverse impacts of Brexit must be encouraged. As London Boroughs all differ in their make up,
the impact of Brexit is likely to be different across London. Therefore further devolution could
help local authorities respond quicker to the needs of their residents and business communities.
However if there is a regional / London issue as a result of Brexit, for example the workforce, it
may warrant still being looked at a high level to ensure no disproportionate impact.

5) Would greater devolution of powers to the Major and the London Borough’s make
it more or less likely that public resources were effectively and efficiently used?

Harrow Council (Q5)
My initial response is yes. Decisions over funding of, and expenditure on, local public services
should be taken as close as possible to the tiers of government delivering those services. This
will allow service providers to assess the needs of their residents and business community and
allocate resources and plan investments accordingly.
However the funding behind any new devolution of powers and transfer of responsibilities must
be carefully considered, including future demand increases, to ensure devolution is not seen as
a ‘cost shunt’ and the burden of additional unfunded responsibilities takes the focus away from
the positive benefits of what devolution could achieve for local residents and the business
community.
I look forward to future engagement opportunities on the important issues affecting London.

5. ILB’s Group
1) Do you believe that the current arrangements for sub-national (that is, the Mayor
and the boroughs) taxation and the responsibility for service provision as it affects
London is fit for purpose?

ILB’s Group (Q1)
No. The original work of the London Finance Commission (published in 2013) and by others have
both shown why this is the case. England as a whole, within the United Kingdom, is probably the
most centralised country in the developed world. Measured both by the scope of powers
devolved to regions and local areas and by the proportion of tax raising and spending on which
regions and local areas have full discretion, the position is the same.
With the decisions by the current and last Governments to create powerful city regions such as
Greater Manchester, West Yorkshire, West Midlands etc., as well as the modestly increased
powers given to the Mayor of London in the last Parliament, it is clear that a national consensus
is now emerging on the benefits of more devolution across England.
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Business Improvement Districts occupy a unique position in this debate. Originally created in the
United States as a new concept for involving businesses in shaping their local areas, adapted for
the UK around the turn of century and introduced here fully with the relevant legislation in
2004, they act as very local providers of support for their areas and, in many cases, also provide
some local services.
Funded by a supplement on the business rates, at an amount they themselves set, and only
introduced with the approval of their local authority and after a ballot majority of the
businesses concerned has been obtained (and renewed every five years), BIDs are independent
organisations, with a high level of spending discretion, accountable to a single constituency
which is their local business members. The evidence now collected after 12 years of their
existence across England (with 50 in Greater London alone, including the 19 in inner London),
shows clearly that they generally work well. In early 2016, both the London Enterprise Panel and
the London Assembly Regeneration Committee reviewed the work to date of BIDs in London
and, though they both had recommendations for further improvements, they gave the concept
a positive review, finding that overall they provide excellent benefits for their business
communities, both in terms of local economic growth and in driving regeneration.
In an increasingly complex economy, facing major challenges not only from Brexit but also from
the UK’s chronic low productivity and other issues, London (and all other regions) needs the
discretion, flexibility, “fleetness of foot”, and ability to take decisions rapidly, while at the same
time consulting properly on them first. All the evidence from around the world shows that, if
London was given more powers, it could better solve its own problems itself. Whitehall just does
not have the capacity or focus on the specific needs of the capital, which often differ from other
parts of the country, to achieve this outcome.

2) Do you believe that London's government (the Mayor and the Boroughs) should
take responsibility for a wider range of taxation and public expenditure?

ILB’s Group (Q2)
Yes. It is essential that London has wider responsibility for both the level of taxation and of
public expenditure in the capital. The evidence of the original structures and powers for the new
Greater London Authority in 2000 is that, while they were a good start, they needed enhancing
quite soon and two such changes have so far been made in legislation, by governments of both
parties. However, these changes, welcome though they were, did not involve substantially
increased powers over taxation or spending. Up to £19 billion of taxation is raised in total in
London, but there is local discretion over only 7% of this. It is inconceivable that this small share
(compared to 45% in New York, as reported by the London Finance Commission in 2013) could
give London the real flexibility over how and where taxes are raised and on what they are spent
that it requires. Greater scope to use arrangements such as Tax Increment Financing (TIFs)
would be an important part of this.
The crucial factor here is that London will particularly benefit from the increased responsibility,
flexibility and discretion which is under consideration, because in many ways its make-up
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economically and demographically, and thus both the most efficient sources of tax revenue and
its needs for public spending, are different from the remainder of England. In short, one size
does not fit all and the country’s governing structures and levels of decision-making need to
reflect this properly.

3) If London were to take greater regional/local responsibility for taxation and public
spending, which taxes and services do you think would be most appropriately
devolved and why?

ILB’s Group (Q3)
It is important that the specific taxes and areas of spending which are devolved are carefully
selected to meet not only the needs of London, but also the rest of the country. It is essential
that the rest of the country finds the new arrangements satisfactory and thus they need to be
structured to ensure that they clearly relate to areas that most lend themselves to regional and
local decision-making in London. It would not be appropriate for a grouping of Business
Improvement Districts (BIDs), which are funded through property taxes, specifically business
rates, to make recommendations on other taxes that may be devolved to London. However, the
initial view of the London Finance Commission in 2013 that London should have full
responsibility for all-property-related taxes (including business rates, council tax, stamp duty
etc.) has stood the test of time and is still very much the right approach.
The Government’s consultation on devolution of business rates across England is nearly
complete and the final plans are awaited shortly. Their devolution to London is expected.
However, it is likely that there will only be limited discretion to vary the rate upwards (in
contrast to downwards) and the Government will probably retain control of the basic rate
around which variations will be allowed. While this caution is understandable for a transitional
period, subject to London showing it can operate the new arrangements well, it will be
important to obtain soon as much additional discretion as possible and the plans for this to be
triggered should be set out in the original legislation.
London’s own elected government bodies, the GLA and the Boroughs together, know best what
London needs and where that differs both at local level within London and from elsewhere
across the country. This applies strongly to business rates and property taxes generally. It is
essential that business rate devolution allows councils and the Mayor to take the lead on setting
the rate in accordance with local need and circumstances, possibly within quite wide
parameters still set each year for England as whole by the Treasury. BIDs know this well, as they
set their own business rate supplement, both in accordance with their local needs and after full
consultation with local businesses. That is a model that could work well more generally in
relation to local business taxation. This model could usefully entail a continuing element of
Whitehall. With regard to public spending, the areas of most concern to BIDs, which are all
currently under the control of central Government, are major infrastructure projects, which can
benefit local areas across London, as well as London as a whole; education, including skills and
academy schools; planning rules, including permitted development rights; and housing schemes,
such as the right to buy and starter homes. More discretion for London to raise revenue, make
its own judgements, and incur expenditure in these areas would be a significant gain for the
London economy, as the spending and use of available resources could be tailored to the
specific needs of the capital and local areas within it effectively, in ways that are just not
possible from Whitehall.
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4) Does the UK's referendum decision to leave the EU affect arguments for the
transfer of power from Westminster/Whitehall to London's government?

ILB’s Group (Q4)
Yes. It makes the arguments for a transfer of power stronger. With the increasing complexity of
the UK economy and the growing uncertainties surrounding it, especially as a result of the
Referendum decision, and with London’s economic needs and prospects being different in many
ways from the rest of the country, it is just not feasible that the management of that impact can
best take account of these differences by being run entirely by the central government. It
substantially increases the advantages from tax and spending decisions being devolved far more
than at present, as well as providing a strong case for the country to implement variable rules
on immigration across the nations and regions of the UK, so that London (and others) can
operate rules best suited to its own needs.

5) Would greater devolution of powers to the Mayor and the London boroughs make
it more or less likely that public resources were effectively and efficiently used?

ILB’s Group (Q5)
It would make it more likely that public resources were effectively and efficiently used. Provided
the arrangements for transparency and accountability are fully effective, the more decisions
that impact local areas or the whole of London that are taken locally or regionally, the more
likely those decisions will be the right ones and be implemented well. In an era when trust in
public institutions is low and falling, to reverse that trend, so that support can be retained for
appropriate public taxation and spending decisions, decisions in London by and for Londoners
are more likely to gain that support. The greater the ability to refine infrastructure projects, to
shape schools to local needs and other similar decisions, the more effective and efficient will be
the outcome. Whitehall, whatever the position in the past, just does not have the capacity any
more to meet the different needs and expectations of different parts of the country in this way.

6. Inclusions London
1) Do you believe that London's government (the Mayor and the boroughs) should
take responsibility for a wider range of taxation and public expenditure?

Inclusions London (Q1)
Inclusion London wishes to raise the following concerns:
 Falling revenues during economic downturns
 The actual costs of services the government will pass to the Greater London Authority
(GLA) differing from current levels of funding;
 The possibility that a postcode lottery of services will develop or increase.
In the recent government consultation on ‘Self Sufficient Government: 100% business rates
retention’ the government proposed a list of ten areas of responsibility that local authorities
would need to adopt in return for keeping 100% of business rates, 1 The list included the Better
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Care Fund, the Independent Living Fund, Attendance Allowance and Greater London Authority
Transport Grant and Public Health Grant as well as other areas that will require substantial
spending. We are taking this as a concrete example of the type of settlement that the
government may be willing to make.
We are concerned that the revenues from business rates, (as well as other revenues such as
income tax) can fall as well as rise and may not cover the costs of services, especially when the
population is increasing and ageing. Mark Carney the Governor of the Bank of England said in a
speech following the EU referendum result: “The result of the referendum is clear. Its full
implications for the economy are not…..Uncertainty over the pace, breadth and scale of these
changes could weigh on our economic prospects for some time… ….. In recent years, economic
uncertainty has been elevated because of fragilities in the financial system and overhangs of
public and private debt.
While the government has said that it there will, ‘…be protection in the system to insulate
authorities from shocks or significant reductions in their income’. A written commitment to
continue to plug funding gaps into the long term future is needed, otherwise central
government could declare that local government needs to become fully ‘self-sufficient’ and cut
this funding, leaving local services underfunded.
Another concern is that the settlement between GLA and Central government will be based on
inadequate funding levels currently provided by central government:
Based on the Office of Budget Responsibility’s projections a local government report said, ‘To
maintain the same level of service councils provided in 2014/15, a funding gap of £6 billion
opens up by 2016/17 alone. …. based on the same trajectory of cuts that was experienced
during the previous Parliament, the funding gap for councils would grow to £10.8 billion by
2019/20’.1 The funding gap is having a disastrous impact on services such as adult social care
and support used by Disabled people. The LGA warned that they could be facing a funding gap
of at least £2.6 million regarding social care.1 In June 2015, 400,000 fewer disabled and older
people received social care than in 2009–10 and ‘efficiencies’ have resulted in a reduction of the
packages of care received,1 so a clean and feed model of care has developed, which ignores
Disabled People’s rights to personal assistance to enable involvement in the community under
Article 19 of the UN Convention on Rights of Persons with Disabilities (UNCRPD)1. With an
increase in the population which is also ageing, pressure on services such as social care and
support/personal assistance will only grow. If the GLA took on responsibility for social care, as
Greater Manchester already has,1 any settlement reached with central government has to be
fiscally neutral to the treasury. So presumably the settlement will be based on the current
funding levels, which are totally inadequate, as the LGA and ADASS figures indicate, so the poor
service provision will continue. We are concerned that the underfunding will become
entrenched in a new system if responsibilities are passed to the GLA.
Currently there can be a post code lottery in the level and quality of adult social are and
support,1 particularly for former Independent Living Fund (ILF) users. The Independent Living
Fund, which provided funds for personal assistance to Disabled people, closed in 2015.1 A
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recent Inclusion London report, ‘One year on: Evaluation the impact of the closure of the
Independent Living Fund’,1 based on Freedom of Information requests sent to all 33 London
authorities revealed that, ‘Where a person lives can mean the difference between, on the one
hand, the ability to carry on working, volunteering, caring, socialising and, in contrast, leading
such a restricted life that your human rights are at risk.’1
2.9 We are concerned that post code lotteries will develop across the country as more services
are devolved, so for instance, public health provision could differ from region to region, which
could impact detrimentally on health and wellbeing.
Recommendation:
We recommend that adult social care and support is not funded by local authorities/GLA
instead a national, needs-led system, independent of local authorities is established to
administer independent living support, which is free at point of delivery and paid for
through general taxation. This system would support the implementation of Article 19
the UNCRDP fully and consistently across the country.
Increasing population:
The population is both increasing and ageing so call on the services, particularly those we have
mentioned above, such as Attendance Allowance, are likely to increase in the future. The
Chair of the Local Government Association has already said: "Councils do not want responsibility
for administering the Attendance Allowance benefit for older people. Responsibility for
administering it would create significant cost pressures for councils whose budgets are already
under significant strain”. We agree with the LGA and recommend that the GLA does not take on
responsibility for Attendance Allowance.
Conclusion:
We cannot support a new system, with responsibilities passed to the GLA in return for tax
revenues, because it may entrench the current underfunding and could also encourage regional
differences in the quality of services. Also additional responsibilities such as funding Attendance
Allowance will put too great a burden on local government, especially because the population is
increasing and ageing.

Inclusions London (Q2)
n/a
Inclusions London (Q3)
n/a
Inclusions London (Q4)
n/a
Inclusions London (Q5)
n/a
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7. Islington Council
Question 1: Do you believe that the current arrangements for sub national (that is,
the Mayor and the boroughs) taxation and the responsibility for service provision as
it affects London is fit for purpose?

Islington Council (Q1)
No, we do not believe that the current arrangements are fit for purpose, given the significant
differences between London and the rest of the country, and the challenges faced by London,
not least as a result of the referendum decision to leave the European Union. Also as noted
previously, the very low proportion of taxes generated in London made available to fund local
services, compared to other major cities such as New York and Tokyo, is a cause for concern.
The case for reform is also supported by work done by London Councils on devolution covered
in a number of reports to London Councils leaders committee in the last year or so (covering
devolution of health and care, skills and adult education, wider public service devolution and
reform and business rates retention in particular). This includes the joint London government
response by London Councils and the GLA to the recent business rates retention consultation
advocating devolved arrangements for business rates retention in London covering
maximisation of rate retention, revaluations, business rates multiplier, infrastructure levies,
discounts and reliefs. The key argument here is that devolution is needed to protect and grow
London’s economy – and also that there are significant weaknesses in the current finance
system including uncertainty of funding, lack of transparency, complexity and lack of local
control . From an Islington perspective devolution of employment and skills, youth justice and
housing are particularly important as they are key priorities for us and many other boroughs.
Finally, the original London Finance Commission recommendations included the devolution of
all property taxes to London government including business rates, council tax increases d
bandings and discounts, stamp duty plus any future potential taxes such as replacements for
vehicle excise duty and road charges. Other areas highlighted included increased local discretion
around setting of statutory fees and charges (planning applications, building control, land
searches and licensing) as well as the devolution of additional responsibilities such as education
and skills. These issues remain outstanding along with most of the original Finance Commission
recommendations, and need to be addressed by the government.

Question 2: Do you believe that London’s government (the Mayor and the boroughs)
should take responsibility for a wider range of taxation and public expenditure?

Islington Council (Q2)
Yes, we support London government taking responsibility for a wider range of taxation and
public expenditure where this will help protect and grow London’s economy and also local
economies at borough level, and where this will be of benefit to London government including
individual boroughs, local residents and businesses. As previously indicated we would support
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the devolution of all property taxes raised in London to London local government, in addition to
the 100% business rate retention proposals already planned and the additional powers
requested in the London government devolution submission to government. We would also
support the proposals for additional responsibilities included in the submission (covered in more
detail in our response to question 3).

Question 3: If London were to take greater regional / local responsibility for taxation
and public spending, which taxes and services do you think would be most
appropriately devolved and why?

Islington Council (Q3)
We support the proposals for devolution of taxes and service responsibilities included in the
London government submission to central government (set out in the London government
response to the business rates retention consultation), and in the original London Finance
Commission proposals.
In particular, we would welcome devolution of London business rates arrangements as a whole
including retention arrangements, revaluations, multipliers, discounts and reliefs, over and
above the existing 100% retention proposals. We would also welcome separate powers for
London to make its own arrangements for council tax bandings, discounts and reliefs and ideally
discretion over increases. In the longer term it would be desirable to devolve other taxes raised
in London such as stamp duty or income taxes to London government, and give London the
power to raise additional taxes where appropriate.
A separate London system for business rates retention should help address the tendency for
revaluations (including the current one) to have a negative impact on business in London
compared to other areas, while councils in London are affected by volatility in funding and those
outside London by restricted business rates income. Also, separate arrangements for council tax
might help ease the situation where some boroughs are highly dependent on council tax income
while others need to rely on other sources of funding. Finally, devolving other taxes or tax
raising powers will help ensure that the total proportion of tax raised in London that stays in
London, is much more in line with the situation in other major cities. In Islington, the impact of
business rates revaluation is a particular concern, and we have historically been more reliant on
government support (rather than locally raised income) than most other boroughs.

Question 4: Does the UK’s referendum decision to leave the EU affect arguments for
the transfer of power from Westminster / Whitehall to London’s government?
Yes, the referendum result will have a significant impact on London and, in our view, has
strengthened the case for devolution. It is likely that London will be significantly affected by the
longer term consequences of the decision, including restrictions on current immigration from
the EU or potential restrictions on access to the European single market. Many businesses in
London rely on recruiting skilled labour from the EU and elsewhere, and it is likely that the City
of London will be particularly affected by restricted access to the European single market.
London government will need to ensure that these developments do not have a damaging
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impact on London’s economy or on local residents and businesses, and it is essential that it has
the power to fully address any emerging issues or concerns. Islington is adjacent to the City and
includes the headquarters of some major financial institutions (e.g. Royal Bank of Scotland)
which could be adversely affected, also a number of Islington residents work in the City and
could be affected by the longer term consequences of the referendum decision.

Question 5: Would greater devolution of powers to the Mayor and the London
boroughs make it more or less likely that public resources were effectively and
efficiently used?

We think that greater devolution would help the efficient and effective use of resources by
London government. Boroughs in particular are much more likely than central government to
know the needs of residents and businesses in their area, and it desirable that they have the
powers they need to provide the best possible services in a financially challenging climate, and
to raise the necessary resources locally.
London government also has a track record in recent years of maintaining good quality services
in spite of severe funding reductions, and this gives reasons for confidence that devolution
would assist in the efficient use of resources. London Councils specific devolution proposals
include health and care (improving management of NHS property estate), adult education
(addressing weaknesses and improving efficiency of service provision) and employment and
skills (joint commissioning in London is expected to improve efficiency compared to the existing
government work programme. The overall London Councils devolution programme aims to
deliver services and achieve outcomes in spite of resources constraints, ensure sustainable
management programmes and mitigate the risk of failure.

8. Labour Land Campaign
1) Do you believe that the current arrangements for sub-national (that is, the mayor
and the boroughs) taxation and the responsibility for service provision as it affects
London is fit for purpose

Labour Land Campaign (Q1)
LLC argues that local democracy has been seriously eroded over recent years and therefore does
not allow the London Mayor or individual London Boroughs to launch new initiatives that were
once the pride of local government, or to offer a better level of locally run public services that
actually meet individual needs. Instead, because of financial constraints, essential services are
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now provided by private companies concerned with making profits at the expense of workers’
wages, decent pensions and high-quality provision.
In devolving responsibility for taxation and service provision to the Mayor and Boroughs, there
also needs to be the power to reform Business Rates and Council Tax, both of which are
inefficient and discriminate in favour of land speculators (UK and overseas based), land hoarders
and owners of expensive homes as well as discriminating against tenants (commercial and
residential) and other non-property owners, including the growing number of adults who are
forced to live with family because they cannot afford to rent or buy in Greater London.
An example of how the Mayor could finance public services through a radical reform of local
taxes is seen in the building of Crossrail being part funded through a supplementary Business
Rate which was at the initiative of TfL in meetings with the Treasury in order to obtain
Government support for the project. By using just the uplift in land values (reflected in the
property assessment for Business Rates) on only the larger business properties in London, over
£4bn is being raised without objections from said businesses or the last Conservative Mayor.
Although suggested by TfL working for Ken Livingstone, former Labour Mayor, the
Supplementary Business Rate was generally supported by business and not only did Boris
Johnson continue with the funding but the current Conservative Government has extended this
source of land value funding to directly elected Mayors across the country. If only a proportion
of existing as well as past and future increased land value is collected through a shift to an
annual Land Value Tax on all land by the London Mayor and London Boroughs, not only would
there be a sustainable source of funding for new transport infrastructure but for all local public
services including Social care for all that need it and really affordable homes including new
Council-owned homes for rent.

2) Do you believe that London's government (the mayor and the boroughs) should
take responsibility for a wider range of taxation and public expenditure?

Labour Land Campaign (Q2)
Yes. But it would be a missed opportunity if the harmful existing taxes on London’s workers and
businesses were not reduced or replaced by LVT which would help tackle the London housing
crisis, reduce poverty and lift up the most deprived parts of the capital.
London could be a trailblazer in levying progressive and Green taxes that stimulate the economy
using the many underused skills and talents of people living here; rid London of land
speculation, land hoarding and empty/underused buildings; increase renewable energy and
have all new buildings built to a high eco-friendly standard.
Local public services are in desperate need of sustainable funding particularly all aspects of
social services, youth work and social housing and in supporting schools to provide greater
support for those students with learning and physical disabilities and reduce class sizes and
more personal development to enable all students to become responsible citizens.
More powers for the Mayor and Boroughs to implement a progressive tax system together with
more policy control will help bring about a fair and sustainable economy benefitting all of those
who live and work in Greater London. London’s progressive Congestion Charge is cited by
governments the world over as an example of how to reduce congestion and pollution in a city.
It was introduced by a committed and courageous Mayor and brought immediate positive
results despite opposition by the London media, motoring organisations and other opponents.
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The former rating system allowed local authorities to provide good, wide-ranging and involved
community and business organisations in decision-making.

3) If London were to take greater regional/local responsibility for taxation and public
spending, which taxes and services do you think would be most appropriately
devolved and why?

Labour Land Campaign (Q3)
LLC believes that almost all current taxes are inefficient, unfair, easily avoided/evaded and
distort the economy. London needs to be able to shift to a progressive form of taxation so that
the underlying and rising land values that currently go to land owners will instead, be captured
and recycled to maintain and develop public services. If London were able to levy a charge on
the annual rental value of land through an annual Land Value Tax on all land with at least
Business Rates and Council Tax being abolished, this would provide a sustainable income for
providing quality services to meet local needs. Local businesses and communities would be
encouraged to become more involved as elected Members determine and provide the type of
services needed locally.
There is a precedent for London Government asking for new powers to fund its services. In 1938
the then Leader of the London County Council (LCC), Herbert Morrison MP, presented a Private
Member’s Bill to Parliament which would have allowed the LCC to shift the rating system on
buildings to Site Value Rating (the local designation for Land Value Tax).

4) Does the UK's referendum decision to leave the EU affect arguments for the
transfer of power from Westminster/Whitehall to London's government?

Labour Land Campaign (Q4)
Leaving the EU allows the Mayor and Boroughs to argue how distortive and unfair the EUimposed Value Added Tax is and how Common Agricultural Policy subsidies capitalise into land
value thereby exclusively benefitting land owners rather than achieving their intended purpose.
LLC would support greater local democracy whether or not the UK is in the EU.

5) Would greater devolution of powers to the mayor and the London boroughs make
it more or less likely that public resources were effectively and efficiently used?

Labour Land Campaign (Q5)
Local decision-making should encourage local business and community involvement in policy
making and that would lead to greater understanding and scrutiny by all. Centralised decisionmaking over recent years that isolated those using and needing local public services has helped
create apathy among many voters and anger when they become personally affected. An annual
Land Value Tax would solve the problem of the growing number of young adults who cannot
afford to rent or buy in the London area and the revenue would ensure that the land value—
that they too help generate—will benefit everyone rather than just land owners and land
speculators.
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9. London Borough of Camden
1) Do you believe that the current arrangements for sub-national (that is, the Mayor
and the boroughs) taxation and the responsibility for service provision as it affects
London is fit for purpose?

LB Camden (Q1)
The current arrangements for sub-national taxation are not fit for purpose. To date, the reforms
to the local government finance system have been piecemeal with incremental changes to
business rates, council tax and a range of discreet government grants such as the Better Care
Fund and the Public Health Grant. Often, it has not been clear how some of the individual
strategic policy decisions have aligned. For example within the welfare funding system, council
tax benefit has been localised while housing benefit will, in future, be centralised within
Universal Credit. At the same time, the Government has retained control over the level of local
government spending through mechanisms such as the Revenue Support Grant (RSG) and
council tax referendums. As such, it is unclear to understand the overarching strategy for local
government and its funding, particularly in the context of devolution and public service reform.
At the same time, the current arrangements within the business rates system have introduced
increased volatility and risk into sub-national arrangements without a corresponding increase in
benefit. In Camden, this is specifically due to the impact of appeals – an issue common to much
of London. The effect of appeals in Camden has meant that our rateable value (RV) is now
slightly lower than it was when the system was implemented despite a high level of
development in the borough. We also had to set aside our resources in creating a large business
rate safety net reserve (£63m at the end of 2014/15
Secondly, although the system was intended to incentivise economic growth, it fails to do so.
Under the current revaluation system, if there is an increase in the rateable value from rental
growth, which is often driven by higher demand resulting from improvements in physical
environment, we do not benefit financially from it. This separation of different types of growth
is somewhat artificial, and does not take into account varying conditions that local authorities
operate in (such as very limited floorspace in central London).
From a taxation perspective, business rate revaluation currently has asymmetric impact across
different regions and sectors. We are particularly concerned about its impact on wealth
generating and productivity enhancing industries, which are highly concentrated in Camden.
The London Enterprise Panel mapped tech activity in London and the South East - incorporating
digital, life sciences and creative industries – highlighting that Camden hosted over 3,000
companies, 28,000 employees and collective turnover of £205bn.
Under 2017 revaluation, Camden’s educational establishments, a major sector in the local
economy, will be particularly badly affected. Even after using the Government’s expected
multiplier and relief arrangements, the University and college sector is predicted to see average
increases of over 40% and 23% respectively. Universities, especially through their
commercialised services, are fundamental to driving high growth activity in the digital, life
sciences and creative sectors.
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In Camden’s Knowledge Quarter (the innovation district centred on Kings Cross), of 64 addresses
identified, the average increase in rateable value is 47%. Whilst 51 properties receive
mandatory reliefs, there is still an increase in liabilities of 34.6% on 2017/18 bills (inc transitional
reliefs). More detail on the negative impact of the revaluation on Camden is set out in the
appendix.
Overall, our growth sectors are seeing higher than average increases in RV, partly because of
their concentration in central areas (where property values are higher) and therefore to help
support growth sectors, devolution to London should enable appropriate flexibilities within the
system to allow us to maintain an attractive investment environment that continues to attract
high growth employers.
2) Do you believe that London's government (the Mayor and the boroughs) should
take responsibility for a wider range of taxation and public expenditure?

LB Camden (Q2)
Camden supports devolution to local government in principle. We believe that London
government is well placed to assume greater responsibilities that enhance our current role and
support our ability to generate economic growth, deliver cost efficiencies and improve
outcomes at the local level. That said, this must come with greater control over the taxation
system and an ability to make additional investments in those activities that will promote
economic growth and cater for London’s population growth. Investment in housing,
infrastructure and digital connectivity are key examples of this. In doing so, we must be clear
which roles and responsibilities are to be held at a pan London level, which should be delivered
through groupings of boroughs and which activities are best led at a local level.
In developing a more regional approach, London government should also use this as an
opportunity to consider how we can improve our overall effectiveness and to support the
delivery of our key strategy outcomes, particularly in the field of technology and data. See the
response to question 5 for more information.

3) If London were to take greater regional/local responsibility for taxation and public
spending, which taxes and services do you think would be most appropriately
devolved and why?

LB Camden (Q3)
Any new responsibilities should support local authorities to generate economic growth, deliver
cost efficiencies and/or improve outcomes at the local level. We believe that the transfer of
grants and responsibilities should be prioritised if they:
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have a direct relationship to business, help tackle key infrastructure challenges, including
housing, transport and digital connectivity; and have a compelling public service reform case to
be delivered more efficiently and effectively by local government.
The employment and skills agenda is a good example of this. For example, we believe the
government should devolve the 19+ Adult Education Budget by 2018 and 16-19 FE funding, as
local authorities are better able to meet education needs of local communities and employers.
We are strongly opposed to the transfer of funding responsibility for areas where the Council
would not have a corresponding devolution of policy control or for demand-led areas which
carry a risk of future spending commitments (e.g. Attendance Allowance) without a sufficiently
buoyant funding stream attached.
Housing, infrastructure and planning

Councils’ ability to meet the housing demand in their areas is limited by the government and
these restrictions should be removed. Borrowing limits for housing purposes should be relaxed
or removed to allow councils to borrow within the well-established prudential borrowing limits.
Camden has a pipeline of estate regeneration schemes that will create hundreds of new private
and social rent homes that can be fully funded from capital receipts from the sale of the private
dwellings but which require up-front financing which is scored against the Housing Revenue
Account (HRA) borrowing limit. This limit is a constraint that will slow down the programme at a
time when Londoners are badly in need of new homes.
Constraints on the use of retained Right to Buy receipts also create a barrier to house creation
and mean that the government’s commitment to 1-for-1 replacement of homes that are sold
under Right to Buy is not being delivered. Councils should have the freedom to use 100% of
receipts from the sales of homes and land in a way that best suit their communities and long
term strategic investment needs.
The new national policies for councils’ Housing Revenue Accounts are currently moving in the
opposite direction to devolution and are likely to cause reduction in affordable housing. For
example, the High Value Void levy will mean that councils will have to pay over significant
amount of money that could otherwise be reinvested into housing and infrastructure, or to sell
properties that would otherwise bring regular income used to maintain and improve council
housing.
Boroughs should benefit from the investment they make into their infrastructure. Camden is
making considerable investment into its public realm through our Community Investment
Programme (CIP). CIP was conceived to help address a critical capital funding gap and we have
raised a significant amount of money for reinvestment from the sale of not fit-for-purpose,
underused and difficult to access Council property. This money alongside receipts from the sale
of private housing is being used to expand employment space in the borough as well as improve
the physical infrastructure of Camden’s schools and children’s centres, community facilities and
to create new and enhance existing housing stock. Instead of limiting our ambitions through the
policies set out above, the government should support such initiatives and allow us to retain
additional business rates generated from this investment so that we can reinvest them into
further support for economic growth and public realm.
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Further powers that can help tackle key infrastructure challenges are;
Affordable housing – devolving powers over important housing policy and implementation
areas, such as powers over operation of the Starter Homes Initiative in London including the
price cap, the types of developments the requirement should apply to and the proportion of
starter homes required in new development.
Greater powers to control short term lets given the significant impact on the housing market,
especially in central London.
Transfer of rail franchises to TfL.
Council Tax
It is important the council tax becomes a truly local tax. Councils should be given powers to set
rates and bands, set ratio of tax from bands, and undertake periodic revaluation. Councils
should have stronger powers around empty homes and bringing them back into use. Camden
requested discretion in raising the empty homes premium on Council Tax from 50% to 100%,
and to lower the exemption from 2 years to 1 year to help address the chronic local housing
shortage, but these proposals were vetoed by the former Secretary of State.
The ceiling on Council Tax bands should be removed, as this solely benefits owners of multimillion pound properties of which the overwhelming majority are in London. Many of these
properties are owned by foreign companies or non-doms and their band H Council Tax is minute
in comparison to the value of a multi-million pound home.
Hotel levy
In Camden, the visitor economy is worth approximately £2.4bn, generated by an estimated 18.3
million day visitors. Further consideration should be given to introducing a fixed rate levy on
hotel stays. While it remains critical to support the leisure and tourism industry, we should
remain alert to the local impact of these activities. Such an approach would ensure visitors
contribute to the cost of the leisure and recreational services they use, and support the
inevitable pressures on local services that come with large additional numbers of service users.
Areas like Camden, which contain a number of visitor attractions as well as a sizeable hotel
economy, have to cope with significant extra pressures on managing the public realm, and in
particular on cleansing and waste within the public realm, licensing of street vendors, and
working with the police to mitigate crime and anti-social behaviour. At the same time, there are
opportunities to invest in the public realm and cultural assets, boost local visitor marketing, and
enable co-investment in skills provision that would improve firms’ productivity, increase the
number and quality of apprenticeships in the sector, and develop clear progression pathways
for low income workers.
It is estimated that a charge of £1 per night for a stay in Camden, for example, could generate a
net income of over £5.5m per annum. Camden will be developing its thinking further on how
such a levy would operate in more detail.
Further fiscal devolution
Further, London should have control over;
Ability for full costs recovery, even for charges set at the national level.
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Ability to set planning application fees – this is important for Camden as a central London
borough, given the increased complexity of applications and higher processing costs.
Retention of a proportion of stamp duty.
Powers and full discretion to set smaller taxes to reflect specific local issues – hotel levy, late
night levy, levy on sales, betting and alcohol levy.

4) Does the UK's referendum decision to leave the EU affect arguments for the
transfer of power from Westminster/Whitehall to London's government?

LB Camden (Q4)
In light of the decision to leave the EU referendum, it is critical to acknowledge the importance
of London to the national economy. The Centre for Cities study notes that London generated
almost as much tax as the next 37 largest cities in the UK combined. More autonomy will be
necessary in order to protect London's economy from the uncertainty ahead, to protect
businesses from around the world who trade here and to protect jobs, wealth and prosperity.
Local authorities have a key role in supporting the conditions for economic growth.
It should not be forgotten that Camden is home to the second highest number of businesses in
London after Westminster and the fourth highest in the UK. It accounts for an estimated 1.6% of
the UK economy, generating £22bn in gross value added. There are many unique factors about
Camden such as the extraordinary presence of established Higher Education, Research,
Professional and Cultural institutions along with a very dynamic SME and start-up community,
including an increasingly important creative and tech sector. There is a real risk that the
referendum result could have a particularly negative impact on these industries, particularly on
their ability to access high-skilled talent. It is important that the devolution of powers enables us
to continue supporting these sectors, not least because of its potential impact on productivity,
high-value jobs and the competitiveness of the UK.
From a funding perspective, Camden, like other areas of high historical need (inner London
boroughs) has already seen significant cuts to their budgets. The referendum result raises the
prospect of reduced economic growth, which could lead to increased challenges to the public
finances and further funding cuts. Government should therefore reduce the dependence of
borough on central government funding and transfer further responsibilities that will enable us
to truly support growth.
If the vote results in an economic downturn, there is a risk that this could also impact on the
housing and property market, which in turn could affect the ability of the Council to deliver its
large estate regeneration programme. Only 2% of our capital programme is funded by
government grants. At the same time, government heavily restricts our ability to use our
resources (for example through borrowing cap, RTB receipt rules and planned High Value Void
levy). There is a stronger case for the government to remove the rules that limit councils’ ability
to deliver housing and infrastructure to ensure that proactive councils, such as Camden, can
continue to deliver their ambitious capital programmes.
5) Would greater devolution of powers to the Mayor and the London boroughs make it
more or less likely that public resources were effectively and efficiently used?
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LB Camden (Q5)
In seeking greater devolution and financial autonomy, London government should develop
arrangements that will provide strong reassurance that public resources are used in the most
effective and efficient way. Any London finance system should avoid a crude aggregation,
hypothecation and subsequent distribution of funding streams back to the boroughs. Such an
approach would not allow us to effectively tackle some of the stubborn challenges we face,
particularly in the context of increasingly limited resources. One proposal would be to develop
a more outcomes based approach to investment, particularly on those issues that are delivered
at a pan London level or through groups of boroughs.
Camden’s experience is that reducing budgets across the board is not an effective way to meet
funding cuts. Locally, we have developed an approach that focuses on investing in our
organisational priorities as articulated in the Camden Plan. This strategy has led to the
agreement to pursue over 100 individual projects, judged against four investment tests, which
are congruent with the objectives of the Camden Plan. Although we have aimed to prioritise
initiatives that have no effect on the services our residents value and rely on, the scale of the
cuts needed meant that not all budget reductions are from efficiencies. We have had to make
some difficult decisions impacting services we provide to our residents. However, by maximising
the value for money and developing innovative ways of providing services, the worst of the
impacts on front line services were reduced.
In a world of greater devolution and public service reform, service delivery across borough
boundaries is likely to be more common. As such, we need to ensure London government can
increase its effectiveness collectively. We believe that work should be undertaken to explore
how a more outcomes focused financial approach could facilitate this and be scaled up were
there to be a pan London finance system.
In becoming more effective and to support this outcomes approach, we believe that London
government must consider wider investment in two key enablers. Firstly, we need a more
strategic approach to standards and open data. One method would be to set out common
standard, an open data commitment and data-sharing agreements across local government,
other local public services and central government departments whilst ensuring London’s key
policies and strategies are aligned with existing digital ambitions expressed locally. It is critical
that we strengthen our ability to harness data to support our decision making processes,
transformation aims and democratic accountability.
Secondly, we need to acknowledge that increased investment and use of technology is an
essential component in making public services across London more effective and efficient.
Camden currently hosts the Local Digital Coalition, which brings together over 20 local
authorities, SOLACE, SOCITM and the LGA to focus on common initiatives. We are developing a
shared ICT and digital service with the boroughs of Haringey and Islington. As such, we
recognise the importance of a collaborative approach to solving our biggest challenges.
The importance of technology in our current and future financial and organisational strategies
cannot be underestimated. Digital investments have enabled our services to innovate and
deliver cashable savings; our current financial strategy includes 41 projects impacted enabled by
technology which will result in budget reductions of approximately £39m. Furthermore, our
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current Digital Strategy has pioneered a number of cutting edge solutions to deliver efficiencies
and change lives. For example, we have integrated with the Post Office to help vulnerable
residents access services and we have enabled residents to access services more effectively
through the online Camden account. We have utilised digital solutions internally where we have
enabled flexible and agile working practices. This means over 4500 staff now use modern
laptops, Skype for Business for digital communication/ collaboration and other mobile
technologies so they can work whenever and wherever needed. Through the targeted use of
technology we have integrated systems and removed a 22km paper mountain from council
buildings.
A London wide commitment to sharing data, sharing code and adopting standards for
integrating IT systems can enable removal of duplicated activity, streamline casework and
fundamentally change how we support vulnerable citizens across public services; improving the
ability to spot complex health and social care needs, intervene earlier and ultimately, enable
prevention.

10. London Borough of Newham
We welcome the opportunity to feed into the new London Finance Commission. The London
Borough of Newham (LBN) prides itself on being a proactive local authority, with a vision to
build resilience in our community, create jobs and economic growth, and close the gap between
the life chances of our residents and those in wealthier parts of London. Further devolution of
powers and funding is an important part of achieving this, providing London with the levers to
boost local growth and run services more effectively. We are also determined to build our
financial independence, and support calls for a greater mix of funding sources, including wider
tax-raising powers, to be available to local government.
Given the level of economic uncertainty following the UK’s referendum decision to leave the EU,
greater devolution to London government is even more crucial. We continue to support the
recommendations of the London Finance Commission’s previous 2013 report. Given the size of
London, we also argue that in many cases devolution of powers and funding must go further to
a sub-regional and Borough level.

Sub-regional devolution and the Local London partnership
In line with the principle of subsidiarity, we believe that powers should be held at the lowest
appropriate level in order to increase accountability to the electorate, maximise the value of
local knowledge, and join up services for residents. We support the devolution of further
powers to London regional government, as set out in the 2013 report and the recently published
interim update report. However, any devolution of powers must continue to be coupled with a
strong and active role for London’s boroughs in decision making, and should go alongside
further devolution to a sub-regional level. In February 2015, the Local London partnership of
East London boroughs came together to establish a case for a new settlement for government in
London and our sub-region in order to deliver better outcomes for residents and meet the
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needs of the capital. Our eight boroughs alone have a population of more than two million that
is projected to grow to more than three million by 2030, accounting for a third of London’s
population growth. Local London is a similar size in population terms to other combined
authorities such as Greater Manchester, Birmingham, or the Liverpool City Area.
The prize in our boroughs is huge. London is moving East, and nowhere else in the capital or the
country offers the same prospect for economic growth. However, the eight boroughs remain
behind the city as a whole in areas such income levels and health outcomes while we exceed
the average poverty rate.
We are committed to closing this gap, and doing so will mean improved outcomes for our
residents and significant savings to central Government. This means investing to support
growth, while building the right infrastructure and support to ensure that local people benefit
from growth. Greater devolution would help to achieve this.
Having made good progress in establishing our partnership and collaborating, we have now
formalised the governance structure by establishing a joint committee arrangement with each
borough contributing £50,000 per year. We look forward to working with the Mayor of London,
central Government and others to realise the huge potential of this part of the capital.
Fiscal devolution
Like many local authorities, LBN has faced significant cuts in grant funding from central
government. We have worked hard to meet this financial challenge by building our
independence and asset-base, transforming how we deliver services, broadening our income
streams, and investing wisely in areas that will both generate income and deliver long-term
social outcomes, for example our council-owned housing vehicle Red Door Ventures, However,
we face a number of constraints.
We support London Finance Commission’s recommendations to give London Government
greater fiscal and tax raising powers. We also call for further powers to be granted to London
Boroughs, to give us greater flexibility so that we can we can go further in transforming services,
generating income, and driving long-term efficiencies and service change. This should include
relaxing restrictions on local authorities borrowing for capital investments, including investment
in housing, and devolving a broader range of tax raising powers to boroughs to enable greater
flexibility and self-sufficiency.
As noted in the Commission’s 2016 interim report, some progress has been made by the
Government in relation to devolution of business rates. We fully support London Councils’
submission to the government’s consultation on business rates, and call for an approach to
business rates retention that that gives London the freedom to develop its own model, including
in key areas such as distribution and valuation.
Reforming public services
Despite the focus on devolution in recent years, the UK system of government remains hugely
overcentralized. The current system where Whitehall departments have control over many key
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services and funding streams makes it challenging to align funding to local needs and to ensure
services are working together efficiently and effectively. Meaningful devolution to London, and
beyond to the sub-regions, would help to boost local growth and drive greater efficiencies and
improved outcomes through whole system reform.
Key areas that have been focused on in the devolution agenda so far include skills, employment
support, and health and social care. However, in many cases, such as the Work and Health
programme, the rhetoric of devolution has not met the reality and government officials have
appeared more interested in achieving administrative simplicity than a devolved settlement
which works for local people. We call on the government to go much further, with real
commitment to the devolution agenda.
Priority areas include:


Employment: One of the many benefits of devolution is the ability to tailor provision to local
circumstances. In Newham we already choose to fund a well-established and significant
employment support programme called Workplace. It has outperformed equivalent national
schemes, and supported Newham residents into more than 30,000 jobs, 70 per cent of
which are sustained over 12 months, with more than half of successful applicants having
been long term unemployed. However, with greater devolution we could do more. Funding
for employment services should be devolved to the London sub-regions, with decisions
taken through joint governance within the sub-region as to which programmes are best
delivered together and by individual boroughs.



Skills: The intention to devolve the Adult Education Budget to London is a significant step
forward in addressing a skills system which is not currently focussed enough on employment
outcomes of learners and meeting the needs of the local labour market. However, in order
for this to be truly effective we believe that a more wholesale approach to skills devolution
is required, which brings together the different strands of funding and enables local areas to
have greater control over curriculum planning and pathways. While we recognise that a panLondon skills planning function remains important, we strongly believe that at least some of
the available funding should be devolved to the sub-regions to give us the flexibility and
levers to make decisions based on our local plans. The sub-region should receive a
proportion of pooled budgets from the Skills Funding Agency, DWP, and the Education
Funding Agency in order to commission provision that meets the skills gaps for the area.



Health: Health devolution could help to promote integration with social care, a more
effective health and wellbeing system, and a greater focus on early intervention. Local
London members Barking & Dagenham; Havering; and Redbridge are involved in one of the
health and social care integration pilots, focusing on sub-regional transformation. London
should see greater devolution of health and social care responsibilities and funding.



Housing: Newham is on the frontline of London’s housing crisis, with soaring rents and
house prices and a huge increase in the proportion of residents living in the private rented
sector (PRS). We are taking an interventionist approach to this challenge, working hard to
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increase supply and ensure a fair deal for our residents. For example: our borough-wide PRS
licensing scheme is tackling rogue landlords, accounting for over 70% of landlord
prosecutions in London; our Council-owned housing company Red Door Ventures is helping
to build new homes and increase the supply of quality private rented housing; Local Space,
the unique Housing Association we created, provides 1,800 units of stable and high-quality
temporary housing for homeless families; and our shared equity scheme, New Share, is set
to help around 1,200 people into home ownership. We share the new Mayor of London’s
vision on affordable housing and a Living Rent for Londoners. However, if we are to meet
the scale of the challenge and deliver challenging targets being set, we need access to more
resources to boost supply of affordable housing, and greater flexibility to manage submarket housing. Current borrowing restrictions on local authorities for investment in
housing should be relaxed, and as far as possible the GLA should devolve funds for
investment in housing to a local level.
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11. London Borough of Richmond Upon Thames
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12. London Councils
London Councils welcomes the opportunity to respond to the call for evidence by the London
Finance 1. Commission. Our members and officers worked closely with the original commission
in 2013, and are doing so again for the reconvened commission.
London Councils has long held the view that greater fiscal, as well as wider service, devolution is
required 2. for the capital. We believe local government is best placed to respond to the needs
of its local residents and can help deliver the Government’s overall aims of deficit reduction,
raising productivity and economic growth.
London’s continued economic growth is vital to the country as a whole; maintaining that growth
during a 3. period of uncertainty in which the UK will leave the EU – and managing a rapid
increase in population – will be a challenge. Devolving more taxes (and other revenue streams)
will help build a joint, city-wide approach that can incentivise, prioritise and manage the public
services and infrastructure investment London needs to continue its contribution to the public
life and economic success of the UK.

1) Do you believe that the current arrangements for sub-national (that is, the
Mayor and the boroughs) taxation and the responsibility for service provision
as it affects London is fit for purpose?
We believe this could be improved considerably. Under the current arrangements there is a lack
of any real control over taxation, which means local government lacks important tools to
manage and promote economic growth. This also blurs local accountability, as the politicians
responsible for spending decisions are not those really responsible for raising resources.
We believe devolution would facilitate reform of both taxes and services, including greater
integration of public services at the local level, leading to better outcomes, and greater
accountability.

2) Do you believe that London's government (the Mayor and the boroughs)
should take responsibility for a wider range of taxation and public
expenditure?
London Councils believes London’s government should be granted control of a wider range taxes and
is better placed than central government to deliver a number of services currently delivered centrally.

3) If London were to take greater regional/local responsibility for taxation and
public spending, which taxes and services do you think would be most
appropriately devolved and why?
Taxes:
We have consistently called for 100% retention of business rates, developing proposals for a London
business rates retention system as far back as 20111. We therefore welcome the government’s
intention to implement 100% retention across the sector by 2020, and to pilot some of the reforms in
London. Working in partnership with the GLA, we have set out ambitious proposals for a London
retention system that would enable London Government to have greater control over how the tax is
raised and distributed across the capital2. Greater control over the setting of the tax is vital if it is to
genuinely incentivise growth.
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We support the LFC’s original and emerging findings about devolving and reforming property taxes
more generally. National property taxes do not work well in the city. The capital contributes an
increasingly unsustainable proportion of the national business rates yield. Council tax is regressive
and hasn’t kept pace with property price inflation. SDLT hits London disproportionately and is a drag
on labour market movement. Vacant land is untaxed, discouraging inefficient land use. Overall, being
set and run nationally, they are virtually un-reformable and inhibit London’s economy from growing.
We also support the LFC’s calls for devolution of the Apprenticeship levy and permissive powers to
establish alternative taxes and levies; and would be willing to explore more widely the idea of
assignment of national taxes (income taxes and VAT), however this would have to be in the context of
broader agreement about significant shift in responsibilities.
Spending:
In relation to business rates devolution, we have set out jointly with the GLA a list of responsibilities
that we would prioritise to be funded by business rates. This includes those which best support
London’s ability to promote economic growth and implement local public sector reform, including:
Skills - 16-19 funding; Adult Education Budgets; Careers Service; Work and health programme;
capital funding for Affordable Housing; and Early Years funding. We rejected the idea of transferring
responsibilities that do not come with the requisite control over the policy area, and in which demand
cannot be managed – for example, we have explicitly rejected the proposal to include Attendance
allowance.
At the same time, London Government is developing a set of proposals with government for greater
functional devolution of services to London local government and the GLA in the areas of: skills and
employment; transport; housing and planning; health and social care; and criminal justice. Were
London to gain greater fiscal devolution, it would make sense to be able to fund services that are
already being considered to be devolved.
We believe devolution of responsibility for distribution of resources would allow a better match (and
greater accountability between London’s changing needs and where resources are directed.

4) Does the UK's referendum decision to leave the EU affect arguments for the
transfer of power from Westminster/Whitehall to London's government?

We believe the referendum result brings into sharper focus the arguments for the transfer of power
from central to local/regional government. The economic uncertainty caused by Brexit is particularly
amplified in London, with its high level of EU and global investment and whose position as the
dominant financial services centre in Europe could be under threat. This has a bearing on the entire
UK economy with London delivering a net surplus in taxation to the rest of the country of around £45
billion per annum. Different economic and political solutions during this period of uncertainty may
therefore be appropriate for the capital and the economic uncertainty and the risk to London and the
UK’s wider economy, highlights the need for fundamental reform of taxes that are closely linked to the
economy, such as business rates.
We also support the arguments set out in the LFC’s interim report for re-patriating powers (e.g.
European skills funding) directly to London local government, rather than to Whitehall.

5) Would greater devolution of powers to the Mayor and the London boroughs
make it more or less likely that public resources were effectively and efficiently
used?
London Councils believes devolution of powers to the Mayor and London boroughs would mean more
efficient and effective use of public resources. Local government, with its firm democratic mandate, is
best placed to respond to the needs of its local residents, and is regarded as one of the most efficient
parts of the public sector following 6 years of sustained funding cuts that have driven the need to
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deliver services differently. We agree with the interim report’s conclusion that if London’s government
were responsible for operating a wider range of taxes, it could modernise and improve them.
Service devolution would help local government integrate activities across public service in individual
places. That would aid a more cost effective preventative approach to many complex issues, rather
than paying for the consequences of failure. Cross sector initiatives, such as the Better Care Fund,
should be seen as a sign that devolving responsibility and funding for different key public services to
the local level – where the benefits of integration and personalisation can be realised – offers a
unique opportunity to bring services together to improve outcomes and reduce costs. These initiatives
begin to show the potential for more effective ways of delivering outcomes for residents, and highlight
the role local authorities can play in bringing other public agencies together to tackle deep-seated
challenges.
The success of devolving additional powers would of course depend on having appropriate and
effective. Governance arrangements, but would, in our view, result in:
• Greater transparency and accountability for raising and allocating revenues;
• greater chance of reforming services (for example, in relation to housing, public recognition of the
London crisis is such that it might be possible for London politicians to gain support for fiscal reform to
help tackle it); and
• More appropriate and responsive allocation and distribution mechanisms, that reflect Londonspecific needs and reward contribution to London-specific solutions.
Finally, London Councils believes in the principle of “subsidiarity” in relation to devolution of taxes and
services. This means finding the appropriate spatial level which will necessarily be different for
different services and taxes. Devolution to the “Mayor and the London Boroughs” therefore does not
necessarily mean devolving everything to city-wide collective management, but should be to the level
that best aligns responsibility and accountability, be that borough level, sub-region, or city-wide.

13. Margarett Pitt (public response)
Questions 1 and 2: Currently, the Mayor has power over strategic planning and housing,
transport, and policing, whilst London boroughs control some front line services including
education, social services and leisure.
Are there particular taxes (council tax, stamp duty, income tax etc.) that you think London
should retain more of, and why? How do you think more local control of finances might affect
you?
Yes, Local authorities are far too dependent on central government grants for their income. This
restricts their freedom of action.
More control would mean more appropriate decisions based on local need.

Question 3:
Do you think the government should consider assigning a proportion of national taxes to London
for specific purposes?
No - the less ring fencing of grants to local authorities the better, as long as they meet their
statutory obligations.
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However, I am watching with interest the initiative in Manchester to integrate the NHS and
social care budgets. if this works by providing a more effective service to those in need of social
care, with less hospital admissions, this would be good for London too.

Question 4: If London government had more powers - e.g. over taxes, services and borrowing
for infrastructure investment - how would you like to know what is going on and influence
decisions on how any additional powers are being used?
Using the internet and social media, London Government should inform and consult as widely as
possible.
Question 5: Is there anything else you would like to add to help the work of the London Finance
Commission?
No
Margaret Pitt

14. New West End Company
The Importance of the West End to the economies of London and the UK
New West End Company is the Business Improvement District (BID) representing retailers and
property owners in London’s West End, concentrated around the three main shopping streets of Bond
Street, Oxford Street and Regent Street. In 2015, retailers in the BID area generated an estimated
£8.8 billion of income and employed over 60,000 people directly.
London’s West End attracts more that 200 million visits annually, 25% of whom are international
visitors who spend around £3.3 billion of foreign currency in West End stores each year.
The West End is not only a major driver of the London and UK economies. It also is a key attraction
for international investors and visitors, contributing greatly to London’s global appeal.
As the UK prepares to leave the European Union, London will lose two of its other major attractionsaccess to the Single Market and free movement of EU citizens. It is vital that London responds to this
loss of attractiveness by enhancing its remaining assets, including the West End.
The West End with its unrivalled mix of high quality retail, culture and entertainment is a major factor
when companies are considering international investment and tourists are deciding on destinations.
But the West End needs continual public and private sector investment if it is to retain its world class
appeal.
The current funding system does not help London to make decisions about investing in the West End
infrastructure. First, the national business rate system continually takes money from London
businesses which could be invested in enhancing the West End. Secondly, London government has
to ask central government for the funds needed to invest in vital infrastructure and public realm
projects.

Business Rates Reform
For every pound raised in business rates from West End businesses, 96 pence is retained by the
Treasury to subsidise other parts of the UK. The recent rate revaluation will see an average 80%
increase in West End business rates. This will cost the West End retailers an additional £124 million
annually. Assuming a profit margin of 5%, West End retailers will need to increase their combined
turn over by more than £2.5 billion each year to generate the surplus to pay this increase. It is highly
unlikely that this will be possible, which will mean that profits will be hit. This will have a negative
impact on retailers’ ability to invest in the area.
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We hope that devolution of business rates will go some way to addressing this but it is certain that
there will still be a large element of redistribution away from the West End, although we have not
yet seen the Government’s proposals for this. A small increase in retention could significantly boost
investment into West End infrastructure, public realm upgrades and property growth leading to
greater fiscal return to both local and national Government.
Local Investment Decision Making
New West End Company is an active supporter of the West End Partnership (WEP) which brings
together the public and private sectors to take a strategic approach to delivering an improved West
End.
The WEP has identified 19 key infrastructure and public realm projects necessary both to prepare
the West End to manage the estimated 60 million annual additional visitors to the district when the
Elizabeth Line opens in 2018 and to maintain the West End position as the world’s top shopping
destination. The cost of these projects is around £800 million, half of which has been identified from
public and private sector resources. The WEP is seeking approval from HM Treasury for a TIF scheme
which will bridge the funding gap. The TIF scheme would permit the WEP to borrow the additional
funding with the £40 million annual interest and repayment costs being met from increased business
rate revenue over a 15 year period.
All of the major London public and private sector partners support the proposal and the cost
represents less than 2% of the total business rate raised in Westminster (and even less after the
revaluation has taken place). Yet because London retains so little of the tax income it raises, the WEP
has to ask government for approval of the scheme. A package if improvements so vital for London’s and the UK’s - future prosperity is decided not by London but by central government.
As such it is judged alongside local regeneration projects across England even though it is
qualitatively different, meeting the needs of a global city.
We believe that, as a world city, London should be able to make its own investment decisions and
determine its priorities. It should not have to beg central government to retain just a small
proportion of the billions of pounds of tax revenue it produces annually.

15.RICS
1) Do you believe that the current arrangements for sub-national (that is, the
Mayor and the boroughs) taxation and the responsibility for service provision
as it affects London is fit for purpose?
- BLANK –

2) Do you believe that London's government (the Mayor and the boroughs)
should take responsibility for a wider range of taxation and public
expenditure?
RICS is broadly supportive of the principles of devolution, in particular for allowing local and
regional authorities to retain locally generated taxes and spend in line with local needs. This
should be implemented within a defined national approach to property taxation and working
within a national tax framework that is clear, transparent and as simple. As stated above, we
caution against creating a fragmented tax regime. In terms of taking responsibility for a wider
range of public expenditure, RICS have consistently argued for greater public spending on
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housing provision and infrastructure. In particular we argue in favour of delivery across all
tenures including social housing.

3) If London were to take greater regional/local responsibility for taxation and
public spending, which taxes and services do you think would be most
appropriately devolved and why?
We agree with the Commission’s suggestion that property taxes such as Stamp Duty Land Tax,
Capital Gains Tax and Business Rates are most suited to being devolved their its immobile base.
Moreover, Local Authorities should have more flexibility with regards to charges fees for
services such as planning applications. London’s planning departments would greatly benefit
from being able to set their own fees in order properly resource planning department to provide
quicker and better services to the end users.

4) Does the UK's referendum decision to leave the EU affect arguments for the
transfer of power from Westminster/Whitehall to London's government?
- BLANK –

5) Would greater devolution of powers to the Mayor and the London boroughs
make it more or less likely that public resources were effectively and efficiently
used?
- BLANK -
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Conclusions
London competes globally for investment and visitors, both of which are vital for its continued
economic success. The current taxation and funding systems put it at a disadvantage compared with
its global competitors.
London needs the ability to make decisions about its future and needs the funding powers to deliver
what it believe is necessary for its economic wellbeing.
New West End Company strongly supports measures to give the Mayor and the boroughs the
powers to retain and spend a greater proportion of the taxes raised from London businesses for the
benefit of both London and the UK economy.

16. London Borough of Sutton Council
This paper sets out the London Borough of Sutton’s (LBS) responses to the London Finance
Commission’s (LFC) call for written evidence of 1 September 2016. The LFC has been reconvened by
Mayor Khan to consider the changed circumstances and challenges facing London since the
publication of the LFC report, Raising the Capital, in May 2013 – in particular, the referendum vote to
leave the European Union (EU) in June 2016, the Mayor’s priorities and the progress of devolution
over the last three years. This response pays particular attention to the desired balance of funding,
taxation and public spending between national, regional and local government, and to the need for
further reform across Greater London to maximise the potential gains from greater growth and
devolution.

Q1) Do you believe that the current arrangements for sub-national (that is, the
Mayor and the boroughs) taxation and the responsibility for service provision
as it affects London is fit for purpose?
A reformed local government finance system should ensure local government funding is put on a
stable long term financial footing to be able to fund the services that local government will be asked
to deliver. It should facilitate and support stable financial planning over the medium to long term, as
well as investment for the future benefit of local public services. Ensuring appropriate mechanisms
within the needs assessment to account for changes in demand for services is therefore vital,

including being more responsive than under the present system.
Q2) Do you believe that London’s government (the Mayor and the boroughs)
should take responsibility for a wider range of taxation and public
expenditure?
The relationship in terms of devolved funding between the national system and London needs to be
recalibrated, with the balance shifted away from central government towards London government.
We welcome the government’s proposals for the devolution of 100 per cent of business rates to
local government, and look forward to working with colleagues across Greater London to implement
a system that works for all of Greater London, and benefits the rest of the country. To quote the
joint London Councils and Greater London Authority (GLA) submission to Self-sufficient government:
100% Business Rates Retention: ‘Developing a successful London approach will help protect and
promote economic growth in the capital – and therefore in the UK as a whole – will secure funding
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for public services and strategic infrastructure investment, and will support local public sector
reform and enhance the accountability of London Government [sic] to its business taxpayers.’
We favour such a London-wide system achieving full retention of business rates collection across the
capital by 2020. If central government deems this to be incompatible with the perceived needs of
the rest of English local government, then we would prefer that the tariff into the national system
takes the form of a single payment at the aggregate London level.
We would like to see the full suite of property taxes and other revenue-raising powers proposed in
Raising the Capital devolved to London government, i.e. council tax, business rates, stamp duty, land
tax, annual tax on enveloped dwellings and capital gains property development tax.
We believe that devolution is a process, not an event. Central government should commit to
opening a meaningful, continuous dialogue with London government and work towards the transfer
of monies and responsibilities where applicable – and advantageous for the residents and
communities we represent. Neither should devolution be confined to those services which can be
funded by current business rate growth. Any future transfers should be accompanied both by
genuine transfer of control of the services concerned as well as clarity about future, sustainable
funding, be that through increased business rate yield, other devolved taxes or government grant.
The successful devolution of powers and responsibilities is hamstrung without proper devolution of
the policy framework to accompany it. For example, central government’s decision to devolve
business rates but prescribe the rates and reductions therein (not to mention the unilateral decision
to change the exemption framework) removes local government’s ability to properly nurture and
grow local economies. We would ask the LFC to look again at the best system for the future
devolution of policy, hand-in-hand with the devolution of responsibility for taxation and public
expenditure.

Q3) if London were to take greater regional/local responsibility for taxation and
public spending, which taxes and services do you think would be most
appropriately devolved and why?
Along with colleagues across London government, we believe that London should be given control
over those monies and services that would help us encourage economic growth and promote local
public sector reform, i.e. have a direct relationship to business; help tackle key infrastructure
challenges, including housing and transport; and have a compelling public service case reform to be
delivered more efficiently and effectively by local government (and/or the Mayor, where
appropriate).
The future level of business rates in London would be sufficient to fund all of these within Greater
London by 2019-20 (see annex one, below). As we know, the same is not true of the country as a
whole, so if the level of transfers has to be scaled back to match the national total of business rates
we would wish to prioritise the future transfer of Adult Education Budgets; Skills/16-19 funding;
Work and health programme; Capital funding for Affordable Housing; and Early Years Funding.
Central government has offered Combined Authority areas access to a 2 per cent infrastructure levy.
The forthcoming Metro Mayors will be given the power to raise a supplement on business rates bills,
provided they have the support of the business community, through the Local Enterprise
Partnership. We agree that ability to set an infrastructure levy (over-and-above the existing Business
Rates Supplement that funds Crossrail) should be made available to the Mayor of London.
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Turning specifically to the needs of Outer London, we would also urge the need for further local
investment in schools places; and in infrastructure and affordable housing.
In terms of schools funding: the London schools’ system is a proven success. We would ask the LFC
to consider the devolution of schools funding to allow London government to plug the gaps in
projected demand for school places that are not being met by existing Free School proposals.
In terms of infrastructure: we would ask the LFC to consider and make recommendations about the
desired balance between funding affordable housing and funding the infrastructure necessary to
support sustainable housing and population growth. Should the LFC propose an infrastructurerelated formula to guide developers, the GLA and boroughs in determining how best to allocate
funding (from whatever source) to housing and wider infrastructure needs?
In terms of exceptional infrastructure projects: there needs to be greater clarity in how existing and
proposed monies and responsibilities can be used as effective financial tools – and thought given as
to how potential blocks to the successful completion of big infrastructure projects can be removed.
For example, if/when completed, the proposed London Cancer Hub will see the creation of the
world’s leading life-science district specialising in cancer research and treatment. It is projected that
the Cancer Hub will create more than 13,000 jobs on the Sutton site – 7,000 jobs working on the site
in research, healthcare, administration and leisure, and 6,200 jobs during completion. Once
completed, a network of 10,000 research, clinical and support staff will work across the site, 8,500 of
them housed in new buildings. The London Cancer Hub will require significant investment in
infrastructure to assure its successful delivery. While there will be additional business rates
generated from the site, even if this is all retained locally, it will be insufficient to fully fund the
infrastructure costs including the extension of the tram to Sutton. TfL agreement to the tram
extension is critical: without sufficient and appropriate transport links, this unique opportunity could
well be put in jeopardy. We would ask the LFC to consider the need for a Major Infrastructure
Projects funding formula for Greater London.
In terms of new funding for affordable housing: lower property prices, and greater access to land,
mean that homebuilding in Outer London is both better value and more deliverable than in Central
London. We would ask the LFC to consider and make recommendations about the viability of an
Outer London Affordable Housing subsidy. Other measures could also be effective such as relaxing
the Housing Revenue Account borrowing cap and removing the three year limit on return of right to
buy receipts for local authorities.

Q4) does the UK’s referendum decision to leave the EU affect arguments for
the transfers of power from Westminster/Whitehall to London’s government?
We believe that the prospect of the UK’s departure from the EU intensifies the need for devolution
to London government: we need to consolidate London’s position as a global centre and ensure that
the capital is not undermined as such in the years to come.
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Q5) Would greater devolution of powers to the Mayor and the London
boroughs make it more or less likely that public resources were effectively and
efficiently used?
LBS believes that greater devolution of powers would increase the likelihood of efficient and
effective use of public resources. Devolution would provide the opportunity to agree
investment priorities collectively across London, to allocate funding against those priorities
through a clear process focusing on the medium and long term and to manage financial risks
at the London level.

17. My Fair London
“Economic inequality is toxic, like asbestos there is no known safe dose”
My Fair London welcomes the Mayor’s initiative to recall the London Finance
Commission to reconsider the balance between London government’s revenue
raising powers, the need for strong dependable revenue streams to finance
public investment and public services, and the city’s economic prosperity. We
particularly welcome the Mayor’s request that the commission include in its
deliberations the impact on levels of economic inequality in the city of any
changes to taxation regimes and strategic spending decisions.
Taxation as an instrument of the state is more than just a revenue raising tool.
Taxes also have social and economic consequences, both intended, and
sometimes unintended. Taxes themselves can also be more or less intrinsically
fair. My Fair London believes that progressive taxes (i.e. taxes where the amount
a business or individual pays increases in proportion to their ability to pay) are
plainly fairer than regressive taxes or charges. The London Finance Commission
should seek to recommend progressive taxation options wherever possible, and
assess any proposals for flat rate charges or more regressive taxes for their
impact on poorer households, and for their impact on the overall distribution of
wealth in London.
The way city taxation influences income and wealth distribution across the city
should be reported on annually, and any decisions to vary rates should be
formally assessed using techniques drawn from Health Impact Assessment
methodologies or similar. This would be an important step forward in terms of
civic transparency.
Key principles relating to wealth (re) distribution and tax
Taxation plays a fundamental role in the UK in narrowing levels of inequality
across society. High levels of inequality are corrosive of trust, bad for the
economy, damaging to our mental health, and undermine the functioning of our
democracy. As one of the wealthiest parts of the country it is important that
London should city continue to make a net contribution to the UK exchequer.
One of the biggest changes in London in the last half century has been the
exponential growth in property and land prices. These increases incrementally
favour those with property, and make life ever more expensive for those who
must rent, particular in the absence of a just approach to social housing. London
Government must seek powers to tax the un-earned wealth that is accumulated
by property owners.
Housing and tax
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London faces an acute housing crisis. But London’s housing crisis is driven very
considerably by a crisis of inequality. Footloose global investment capital, and
disgusting levels of wealth of the global super-rich have deeply distorting and
damaging impacts on our housing system.
My Fair London suggests that where-ever possible one objective of any taxes
levied should be intentionally to narrow income and wealth gaps, either by
directly re-distributing resources across society, or indirectly by reducing the
value of certain assets. In London the most obvious assets in this class are
property assets.
Council Tax is in grave need of reform and Government’s have ducked even basic
council tax revaluations for many years. Council Tax has failed to keep up with
rampant property price inflation. At the very least the bands should be extended
upwards, but the rate of tax should also increase at higher property values. GLA
Economics should assess the impact of this on London’s property market. For
Londoners overall a long-term fall in property prices would be very welcome.
The London Finance Commission should also review how income from rent is
taxed. Rental income does not necessarily bare any relation to the contribution
of the owner, it is often simply a reward for being wealthy enough to own
property. Economies built solely on rental incomes stagnate and collapse.
London’s suite of property taxes should aim, taken together, to discourage (and
even penalize) investment in short-term rental income, and in property price
inflation. Investment in new housing needs to be encouraged for the long-term.
This links to a parallel need to reform the UK private rented sector, to increase
security of tenia and so diminish short-term ‘get rich quick’ investment. Many
middle class Londoners have used their now significant property assets to buy
rental properties, but this is a symptom of long-term low interest rates and
failures in the pension market. This kind of investment does not grow our
economy, increase productivity, or create much new housing.
Specific additional taxes on foreign buyers should be considered. London’s
housing property market is weirdly distorted by various types of overseas
investment, both by corporates and the super-rich: symbolized by unoccupied
luxury apartments All offshore or corporate purchases of residential properties
should be aggressively taxed, or perhaps made illegal. In many other countries it
is illegal to own residential property unless you are a citizen or have a clear
intention to be resident. The UK economy has been grossly distorted over many
years by property price inflation and successive Government’s stoking property
price bubbles. London’s property tax regime should work to undermine
investments based on rising property prices. Falling or stable property prices
will help the productive businesses that actually generate real value for our city.
A further idea would be to explore the viability of devolving to London
inheritance tax receipts from property ownership. This would give London
Government another way to directly reduce the long-term accumulation of
unearned wealth at the top of society.
Many of the problems in our society are created by the behavior of people at the
top of the income and wealth scale. Excessive wealth is extremely socially and
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economically harmful should be taxed for the harm it causes, just as duty is
charged on tobacco or alcohol because of its harmful effects.
It is important when making the case for some degree of London financial
autonomy to highlight actions that address London issues and which may not be
priorities for other parts of the UK. Extreme property price at the top of the
market is largely a London phenomena. Work from the LSE has shown that the
‘super-rich’ investment at the very top of London’s property market has
damaging effects on the market’s overall dynamics.
Priorities for public spending in London
Housing, especially social and council housing is the most obvious and pressing
area in need of sustained additional public investment. My Fair London would
particularly favour investment in social housing and council housing. The
creation of more publicly held assets is a counterweight to private wealth. Using
public investment to explore new models of collective ownership would also be
worthwhile.
We particularly support the suite of housing policies proposed by the London
Fairness Commission, especially the ending of right to buy and taxing land
owners who fail to bring forward their developments.
Other community assets are also in need of support (health, education, youth
services, libraries etc), and the city needs parks and green spaces, cultural
provision and so on. But capital investment in new public services must go hand
in hand with the revenue resources needed to run the services.
For all capital investment programmes the GLA should assess likely long-term
impact on income and wealth distribution across the city. Investment in
universal public service provision is strongly redistributive and should be valued
as such. Again, it is worth pointing out the social and economic harms generated
by inequality are felt up and down the social spectrum. We need to narrow the
gaps between rich and poor in all kinds of ways, for example in planning terms
we need to support and create neighbourhoods that include people of different
income levels and create connections between them.
Equalisation
It makes sense for the GLA to play a strong role in the allocation of resources
across London. It is vital that new taxes, or changes to existing taxes have strong
systems of equalization built into them. Business based taxes will raise revenue
where those businesses are, that need to be spent on housing, education and
public service provision for employees who live elsewhere. The GLA should
ensure that any formulas used for equalisation are calculated to move resources
from richer to poorer areas and include the progressive re-distribution of wealth
as an explicit and extremely socially positive objective.

