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Newsletter Special – October 2008
Council Tax Payers to bail out Local Authorities?

No, no, no!

Local authorities have more than £1bn tied up in Icelandic banks.  With the fear that this money might not be returned, the Local Government Association (LGA) went running to the Treasury asking for help and protection.

It has also emerged that since September 2007, rankings by credit reference agencies should not simply be taken at face value.  This was the Chancellor’s advice.  However, the lure of high interest rates was too much to resist for some.  To make matters worse, some of this money has been borrowed.

We have also seen the start of the ‘no blame game’.  No one has done anything wrong, acted improperly or irresponsibly.  Oh no.   Local authorities have all followed the guidelines set down by John Prescott in 2004.  How reassuring.

In total, it is estimated that local authorities have £8bn invested globally.  Kent County Council alone has £163m invested.  The total of all investments by public bodies globally is estimated at £30bn.

To make matters worse, it has also emerged that many local authority finance directors are baffled and confused by the money markets and have to take advice from external consultants about the investment of tax payers’ money.

£30bn invested globally

If local authorities have £8bn invested globally, it begs the question ‘why are they holding so much?’  This does not include council reserves of a further £11bn.  These two amounts alone total £19bn which at a conservative annual interest rate of 5% generates £550m of interest income, which is nearly half of the annual increase in council tax for 2007-08.

Council tax receipts are now nearly £25bn per annum, and rising.  Year after year, increases in council tax outstrip both inflation and wage increases.  Yet, year after year we are told that councils are ‘cash strapped’ and threaten to cut services unless council tax goes up.

With at least £19bn in reserve or invested, councils are anything but ‘cash strapped’.

£25bn annual council tax

Some unnamed, so called “experts” are reported as stating that if local authorities don’t get their £1bn back then council tax payers will have to pay this again.  Who are these “experts” and what right do they have to make such an assumption?

The consumption of public services is available to all, not just council tax payers.  When you call the police or fire service, they don’t refuse to help you if you are not a council tax payer.

Any loss that any local authority may suffer, and it is too early to know if this will be the case, should be met by the Government.  This problem is the result of local authorities following national guidelines.  The Government can find £50bn to bail out the banks.  Another £1bn really won’t make any difference.  If the Government refuses, then there are plenty of reserves to fall back on locally, even if this means re-prioritising some spending decisions.

Public Finances are in “good shape”
Gordon Brown stated this in the Commons this week (w/c 20 October 2008) in order to justify his decision to spend his way out of recession.  If this is really the case, then why are local authorities claiming to be “cash strapped”?  These two statements are contradictory and require clarification.  Local authorities have benefited from over 10 years of above inflation rises in their council tax receipts and now receive £25bn p.a..  On top of this they receive a further £10bn plus in fees and charges and continually claim to be saving millions of pounds in efficiency savings.  Yet, every year, we get the same tired old message when they pass the ‘begging bowl’ round – ‘council tax must rise or services will be cut’.  The Government allows them an annual 5% increase before they consider applying any cap yet still they want more.  Clearly, something is very wrong – spending would seem to be out of control.

Helping hard working families
We have been told time and time again by Gordon Brown that he is doing everything he can to help hard working families and that he is acutely aware of the problems that families face.  Yet, this message seems to have failed to reach the local authorities who are already announcing even more council tax increases for next year.  Do these local politicians live in a parallel world?  Are they so detached from reality that they have not noticed the credit crunch, the huge rises in the cost of oil, food, electricity and gas?  Council taxpayers have to bear the brunt of these massive price increases and adjust their budgets accordingly.  It is now time for profligate local authorities to rein in their spending too.  Helping hard working families does not mean increasing their taxes.

Cash Strapped Council Taxpayers
What will happen when the council taxpayer runs out of money?  Many thousands already have to make hard choices when managing their meagre incomes.  The economic climate is certainly not going to get better or easier in the short term.  It has been said many times already that the current level of council tax has reached its limit of acceptability.  Another year of inflation busting increases may see history repeating itself as all peaceful means of encouraging the Government to reform local authority funding and to make it fairer have simply been ignored and treated with utter contempt.

No more council tax increases
In Scotland this year, the SNP in consultation with all local authorities achieved a freeze in council tax, thus proving beyond all reasonable doubt that with the right political will, council tax increases are avoidable.

In London too, Mayor Boris Johnson has also announced a freeze on the GLA precept to 2010/11 at the earliest.  His longer term aim is to actually reduce the precept by cutting out waste.  The GLA precept in London has rocketed by 152 per cent since 2001.
Since its introduction in 1993, the annual amount of council tax raised has increased by 300 per cent, from £8bn to 25bn.

It is now time for the Government to put a stop to this incessant, year on year inflation busting increases.  People are sick and tired of seeing their hard earned money being taken away from them by local authorities who think that they can spend it better.  Much of this is simply squandered.  For example, one council spent £5k on squash court signs in Braille for blind people only to discover afterwards that blind people don’t play squash!  Perhaps this is because they can’t see the ball, which is blindingly obvious even to a blind person.  How stupid is that?

Action is needed now
Write to Gordon Brown, your MP and Local Authority Chief.  Tell them that this decade of irresponsible council tax increases and spending must stop.  Where known, quote examples of waste in your locality.  The present system of council tax has been exposed as fundamentally flawed and should be replaced with a fairer system based on ability to pay.

Tell them, in no uncertain terms how you have to adjust your budget to make ends meet.  If we all ran our home budgets the same way as Government has run theirs, we’d all be bankrupt.  We can’t simply turn to our neighbour and expect (demand) that they pay for our poor financial mismanagement.   These politicians need to be told and told and told until our message gets through.
Yours in the cause,
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Available (details on request):


car stickers, envelope stickers, tee shirts. Isitfair Introductory Booklet





Isitfair receives no funding from any organisation and survives on donations, gifts of stamps and on stationers’ and printers’ generosity.
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