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For local government to be truly effective it needs a constitutional mandate that cannot be changed by a change in Central Government or Prime Minister argues Graham Allen MP and suggests ways of achieving it.
Localism which is gifted by central government is a sham. It can be taken away just as quickly as it is offered. Any localism worth the name has to be the right and the property of local government not the centre. This is one of the bold and surprising ideas that a new Prime Minister could introduce before the end of the year and which -rather like independence for the Bank of England - would rapidly become an unquestioned and unrepealable part of the political scenery.
Most Western democracies have independent local government, backed up by constitutional guarantee. For this to work in the UK would require not only powers to be devolved to local government but financial autonomy too.

The appalling turnouts for modern UK local elections underline the fact that it is time either to create genuine democratic local government or stop the pretence, wind it up and convert the Government Regional Offices and Council Chief Executives into a Prefecture openly appointed by the centre.  In the debate on Localism we should have the vision to stake a claim for nothing less than constitutionally independent local government for the UK - this is a concept which would sustain local government and its financing long into the future and end the annual begging bowl round which humiliates both the central government "giver" and the local government supplicant. Dainty "hors d'oevres" of localism are served up by central government alongside the stodgy main course of the over targeted, over inspected and over presented local councils.

Given the reduction of local government over recent decades to little more than an agent of central government, this proposal would amount to the largest denationalisation ever undertaken and the restoration to the public of their ownership of their own local government.

The centralisers in British politics have now had their day.  Over the last 40 years whatever success they have had nationally, they have delivered neither economic nor social progress at the local level.  We see short-term finance, interference, distortion of local priorities, people spending much of their time bidding or working to protect the future of their jobs, a plethora of schemes and bodies to circumvent local democratic decision-making, barely understood by anyone but a new cadre of local professionals.  The clash and reconciliation of free political institutions reduced to a formalised dance between national and local bureaucrats. Insensitive middle England targeting mirrored by local box-ticking, often wholly irrelevant to the needs of local people. Local initiative is replaced by "keeping your head down",chanting the mantras of partnership mask deepening silo-working. 

Virtually every democratic nation and every business has concluded that the current economic complexities are way beyond the capacities of a command economy.  They speak, and deliver on, the language of decentralisation, devolution, local budget holding, participation, and team working.  Yet the way the UK governs ourselves seems to be stuck, Brezhnev-like, in command politics.  This is seen at its starkest and its most wasteful in central control of local government - a concept both alien and hilarious to most western democracies.

Free local democracy will provide more diversity and independence in our political system which in turn will lead to more creativity, sensitivity and innovation throughout our society and economy.  Merely to remove some of the worst excesses of centralism such as ending the capping of local spending, democratising quangos, releasing capital receipts and adding a drizzle of "localist" jargon has not been enough.  We need to put local independence beyond the reach of central government and to admit that the man in Whitehall does not know best, even if he is a Labour man and even if he talks the "localism" talk.  Petty interference from the centre must be denied any legal or financial basis and local government given unchallengeable legitimacy.  This needs to be done in two ways.

Firstly, in order to guarantee their independence, local authorities must be created in law as independent and sovereign entities.  They would then be able to undertake as of right all those duties for which they are elected locally and which subsidiarity [a concept which requires legal force in the European constitution] recognises as being local.  This would include whatever is not prohibited by law (turning on its head the present injunction which says they are not allowed to do things which are not expressly allowed by law).  Local government, like any other public body, would have to perform its duties within a legitimate inspection regime and within the context of the ECHR and potentially a more comprehensive and up to date British Bill of Rights and could be held to account by any citizen were it arbitrarily to breach those rights.

In addition, the pull of centralism is so great that even a government which had created independent local government might succumb to the temptation to meddle - unless we ensure that such local rights are put constitutionally out of bounds.  This could be done initially by a Local Government Independence Act being protected from easy repeal by including an amendment to the 1911 Parliament Act which would allow the Second Chamber to veto legislation which threatened the rights of local government.  In the longer term, such a fundamental bedrock of our democracy must be guaranteed by clauses in a Written Constitution for the United Kingdom.

Secondly, while we may return the ownership of their local government to local people, we must also restore control to them.  Political independence for councils would mean nothing without financial independence.  Of all local authority spending, the bulk (more than half) is now provided by central government and only a fraction (one eighth) is raised locally by the Council Tax.  This dependency must end.  Central government must be removed from the financial equation and localism given monetary teeth.  To do so a radical new settlement needs to be implemented on taxation.

It could work like this:  Income tax is first collected from local taxpayers by the Inland Revenue then distributed back to the localities via central government.  This essentially technical function of distribution has become politicised and arbitrary because of ministerial manipulation and the desire to impose central priorities.  In future, the same level of income tax revenue should still be collected by the Inland Revenue, leaving the taxpayer completely unaffected financially.  However, precisely that amount which currently goes to local government would be ring fenced and go directly to them and not via the centre.  Central Government spending on local services in England and Wales is £54.6 billion, the Income Tax take for England and Wales is £109 billion.  In effect about 50% of the income tax take would become local, 50% going to the Chancellor.  This could be done via an independent Commission, legally separate and dislocated from Whitehall.  It would receive local governments' slice of income tax directly from the Inland Revenue, and be charged with distributing it to councils on the same basis as the Government Department  responsible for  Local Government does currently.  There is no reason why most of the Commission's members should not be elected councillors from all parties.  The Local Government's national bodies have shown themselves to be mature and confident in working cross-party and co-operating amongst themselves and there is no reason why they could not perform this task.  The amount of income tax going to national and local expenditure would be clearly identified on pay-slips as "National Income Tax" and "Local Tax" to aid accountability.

While legally excluded from tampering with the overwhelming bulk of local authorities' income, central government could continue to be free to assist councils with time limited funding on particular problems, just as the federal government of the United States and many European States already do.

Local councils, assured that the funding of most of their expenditure was secure, could then be free to raise the remaining part of their income from a menu of revenue raising powers, ranging from property rates to sales taxes.  Decisions on local taxes and rates could be taken by local representatives - perhaps even endorsed in local referenda.  My guess is that local authorities would mostly rely on their (local) income tax (£54.6 billion), a returned business rate (£16.3 billion), and a property tax (£17.7 billion) to meet current expenditure (£88.5 billion).  This, however, would be a matter entirely for them.  In a mature democracy, local authorities would be confident and competent enough to raise and spend what they decide is appropriate, always needing to balance service delivery with revenue raising and the electoral consequences of "no taxation without explanation". Citizens knowing what they pay and why they pay it and holding their own local representatives to account will constitute a firmer discipline and stronger bulwark against central interference than any statute.

Local authorities already have a record of financial expertise and economic management which bears comparison with the central government that so often wishes to lecture them.  However, as a constitutional safeguard, local authorities would be obliged to operate a "balanced budget provision" - a self discipline operated by most American State governments.  Annual income would have to match annual spending.  Local borrowing, providing its costs were met from annual income, need not be controlled by Whitehall or appear in the old PSBR, now called the Public Sector Net Cash Requirement.

Throwing away the crutch of central government will be a frightening as well as an exciting challenge.  There will be no one else to blame anymore.  However, devoted public service has always characterised local councillors of all parties, and they will respond to their liberty.  Let local people decide on their spending, their services, on their electoral system or the use of direct democracy.  A thousand flowers are waiting to bloom locally, not all of them to the liking of whichever political party is in control at the centre.  We must however be mature enough to accept that alongside one council's initiative, say to create jobs or vocational training at schools, another may wish to reinstate grammar schools.  Such diversity should not be centrally repressed but be fought out nationally and locally, in the melting pot of the campaigns, the contest of ideas and the votes around local choices. 

I have faith that my Party's ideas would pass such tests not least because this would also deliver a tremendous revitalisation to our all-too-often moribund local politics.  Returning real decision-making power to local areas would give a much needed stimulus to local political parties.  Many individuals, who have opted out of local politics as rubber stamping the decisions of local and regional bureaucrats, would be drawn back into local public service. Once again it would really matter who got elected locally and how well they were politically prepared and technically trained to handle the onerous local duties of independent local government.  We would recreate that invaluable network of citizen politicians of all parties, in touch with their communities, close to their constituents, empowered and empowering their local areas.

As the era of those who have no experience of, or trust in, local government draws to an end, we all know that the current agency relationship between the centre and the localities cannot be sustained.  Now is the time for some bold leadership, to let go, to release and return power to our local communities.
 
The passing fads and flavours of the month of new localism must give way to a robust democratic settlement including constitutional independence for local government.
