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1. EXECUTIVE SUMMARY 
 
1.1. This report informs Cabinet of the consultation paper issued by the 

Department for Communities and Local Government (DCLG) on 28 
July 2010 regarding the local government finance formula grant 
distribution and the response to the consultation which has been 
submitted. 

 
2. BACKGROUND 
 
2.1. The Formula Grant Distribution System is concerned with the 

distribution of a large part of the grant provided by the Government to 
fund spending by local authorities. As changes to the grant distribution 
formula can result in adjustments to the level of grant received it is 
important that the Council play an active role in the consultation and 
lobby strongly in favour of the options that are most appropriate and 
provide Wirral with the best financial outcome.  

 
2.2 The current Formula Grant Distribution System was last reviewed 

before the 2008/09 Local Government Finance Settlement.  The 
consultation process looks at grant distribution changes that could be 
introduced for the 2011/12 settlement onwards. 

 
2.3 On 26 August 2010 officers from Wirral Council attended the Liverpool 

City Region Financial Planning Officers Group.  The questions set out 
in the consultation paper were discussed and suggested responses 
formulated for Member consideration, to aid a maximum benefit for the 
area. Whilst a response is being submitted on behalf of the City Region 
each Authority is also submitting an individual response.  The Council 
as a member of SIGOMA has also been invovled in the preparation of 
a SIGOMA response.  

 
3. CONSULTATION PAPER 
 
3.1 The consultation paper poses a number of questions.  These are set 

out in the Appendix together with details of the implications for 
Merseyside. 



 
3.2  The consultation paper includes some questions relating to police and 

fire and rescue services.  As Wirral Council does not directly provide 
these services no comment is provided on these areas.  Responses to 
these questions will come directly from police and fire and rescue 
authorities. However there could be some minor impact on the Wirral 
formula grant allocation. 

 
3.3 It should be noted that whilst the consultation paper and changes to the 

distribution of formula grant are important the upcoming Spending 
Review will have a greater impact on the resources available to 
authorities in the subsequent Local Government Finance Settlement. 

 
4.  FINANCIAL IMPLICATIONS 
 
4.1 The distribution of the formula grant may be influenced by the outcome 

of the consultation. 
 
5. EQUAL OPPORTUNITIES IMPLICATIONS 
 
5.1. There are none arising directly from this report. 
 
6. HUMAN RIGHTS IMPLICATIONS 
 
6.1. There are none arising directly from this report. 
 
7. LOCAL AGENDA 21 IMPLICATIONS 
 
7.1. There are none arising directly from this report. 
 
8. COMMUNITY SAFETY IMPLICATIONS 
 
8.1. There are none arising directly from this report. 
 
9 PLANNING IMPLICATIONS 
 
9.1. There are none arising directly from this report. 
 
10. LOCAL MEMBER SUPPORT IMPLICATIONS 
 
10.1. There are no particular implications for any Members or wards arising 

out of this report. 
 
11. BACKGROUND PAPERS 
 
11.1. Local Government Finance Formula Grant Distribution – DCLG July 

2010. 



 
12. RECOMMENDATION 
 
12.1. That Cabinet note the consultation paper and the responses as set out 

in the appendix to this report. 
 
 
 
 IAN COLEMAN 

DIRECTOR OF FINANCE 
 
 
FNCE/196/10 
 
 



APPENDIX 
 

LOCAL GOVERNMENT FINANCE FORMULA GRANT DISTRIBUTION - 
CONSULTATION PAPER 

 
NB: Figures shown in the tables below are positive and therefore represent 
gains for the Authority unless preceded by a minus in which case they are 
negative and a loss to the Authority. 
 
ADULT SOCIAL SERVICES 
 
Q1) Do you agree that we should update the Low Income Adjustment 
(OPPSS1)? 
 
Impact: 

Merseyside £m 

Knowsley  0.1 

Liverpool 0.4 

Sefton 0 

St Helens 0 

Wirral 0 

Merseyside Fire 0 

Merseyside Police 0 

 
Response 
Wirral Council supports this change. This adjustment takes account of local 
authorities’ differing abilities to raise income from fees and charges for 
services provided in respect of Adult Social Care.  The proposal is to use the 
latest data available as opposed to that currently used which relates to 
2005/06.  This adjustment is consistent with a needs based formula which 
Wirral has consistently supported. 
 
POLICE 
 
Q2) Do you agree that activity analysis should be updated and a three 
year average used instead of the current two year average (POL 1) 
 
Impact: 

Merseyside Option POL1 Option POL2 

Knowsley  0 0 

Liverpool 0 0.1 

Sefton 0 0 

St Helens 0 0 

Wirral 0 0 

Merseyside Fire 0 0 

Merseyside Police -1 5.6 

 



 
Q3) Do you agree that the log of weighted bars per 100 hectares 
indicator should be used in place of log bars per 100 hectares indicator 
(POL 4)? 
 
Impact: 

Merseyside Option POL4 

Knowsley  0 

Liverpool 0 

Sefton 0 

St Helens 0 

Wirral 0 

Merseyside Fire 0 

Merseyside Police 1.9 

 
Q4) Do you agree that the three elements of Additional Rule 2 Grant 
mentioned in Chapter 4 “Police” paragraph 19 should be rolled into 
Principal Formula Police Grant (Main Grant) and therefore distributed as 
through the Police Allocation Formula (POL 3)?  
 
Impact: 

Merseyside Option POL4 

Knowsley  0 

Liverpool 0 

Sefton 0 

St Helens 0 

Wirral 0 

Merseyside Fire 0 

Merseyside Police -0.3 

 
Q5) Do you agree that the whole of the Rule 2 grant should be rolled into 
Principal Formula Police Grant (Main Grant) and therefore distributed as 
through the Police Allocation Formula (POL 4)? 
 
Impact: 

Merseyside Option POL4 

Knowsley  0 

Liverpool 0 

Sefton 0 

St Helens 0 

Wirral 0 

Merseyside Fire 0 

Merseyside Police 1 

 



FIRE AND RESCUE 
 
Q6) Do you agree that the expenditure data used to determine the 
coefficients should be updated (FIR1)? 
 
Impact 

Merseyside Option F1R1 

Knowsley  0.2 

Liverpool 0.7 

Sefton 0 

St Helens 0.1 

Wirral 0.2 

Merseyside Fire -2.9 

Merseyside Police 0.2 

 
Q7) Should annual cashable efficiency savings be added to the updated 
expenditure data used to determine the coefficients (FIR 2)?  
 
Impact 

Merseyside Option F1R2 

Knowsley  0.2 

Liverpool 0.7 

Sefton 0 

St Helens 0.1 

Wirral 0.1 

Merseyside Fire -2.7 

Merseyside Police 0.2 

 
Q8) Would you prefer either FIR 3 or FIR4 as an alternative to the current 
risk index? 
 
Impact 

Merseyside FIR 3 FIR 4 

Knowsley  0 0.1 

Liverpool 0 0.3 

Sefton 0 0 

St Helens 0 0 

Wirral 0 0.1 

Merseyside Fire 0.8 1.1 

Merseyside Police 0 0.1 

 



HIGHWAYS MAINTENANCE 
 
Q9) Do you agree that the daytime visitors component of daytime 
population per km should be removed? (HM1) 
 
Impact: 

Merseyside £m 

Knowsley  0 

Liverpool 0 

Sefton 0 

St Helens 0 

Wirral  0 

Merseyside Fire 0 

Merseyside Police 0 

 
Response 
Wirral Council opposes this change.  Although the data was last revised in 
2002/03 no suitable alternative has as yet been identified by the Settlement 
Working Group.  In the absence of more up-to-date data it would be 
preferable to retain the old data rather than remove this component from the 
formula as some measure of daytime visitors need to be included in the 
formula. 
 
Q10) Do you agree that the expenditure data used to determine the 
coefficients should be updated? (HM2) 
 
Impact: 

Merseyside £m 

Knowsley  0.1 

Liverpool 0.2 

Sefton 0 

St Helens 0 

Wirral 0 

Merseyside Fire 0 

Merseyside Police 0 

 
Response 
Wirral Council supports this change.  It is agreed that using the most up to 
date data is the best option.  However the use of past spend as a determinant 
of need is flawed and does not necessarily reflect need accurately.  A better 
solution would be if the formula were needs based to consider authorities 
whose roads are based in urban areas and are used intensively for industrial 
and commercial purposes. 
 



ENVIRONMENTAL, PROTECTIVE & CULTURAL SERVICES 
 
Q11) Do you agree that foreign visitor nights is a suitable replacement 
for day visitors in the district-level and county-level EPCS RNFs 
(EPCS1)? 
 
Impact: 

Merseyside £m 

Knowsley  -0.1 

Liverpool -0.7 

Sefton -0.7 

St Helens -0.6 

Wirral -0.4 

Merseyside Fire 0 

Merseyside Police 0.2 

 
Response 
Wirral Council argues against the use of foreign night visitors.  Whilst the day 
visitors’ figures are out of date the proposed alternative indicator suffers from 
the same shortcomings as the primary data is apportioned to local authorities 
using the 1991 census, which is the same out of date apportionment method 
for day visitors.  It therefore seems a fruitless exercise to use this as a 
replacement.   
 
Q12) Do you agree that the new GIS-based flood defence formula should 
be used (EPCS2)? 
 
Impact: 

Merseyside £m 

Knowsley  0 

Liverpool 0.1 

Sefton -0.1 

St Helens 0 

Wirral -0.6 

Merseyside Fire 0 

Merseyside Police 0 

 
Response 
Wirral Council does not agree that the new GIS-based flood defence formula 
should be used.  The reason for this is Local Authorities have constructed 
defences under the Land Drainage Act and these are classed as defences 
against tidal flooding.  There is no relationship between these defences and 
the length of ordinary watercourses.  It is not clear whether or not these 
defences have been accounted for within the proposed formula.    



 
Q13) Do you agree that the new GIS-based coast protection formula 
should be used (EPCS3)? 
 
Impact: 

Merseyside £m 

Knowsley  0 

Liverpool 0 

Sefton -1.6 

St Helens 0 

Wirral -0.3 

Merseyside Fire 0 

Merseyside Police 0 

 
Response 
Wirral Council does not agree that the new GIS-based coast protection 
formula should be used.  There are a number of concerns over the formula 
suggested, the main issue being that the formula focuses on property at risk 
of erosion as opposed to avoiding properties coming into that category.  The 
best approach to risk management would be to concentrate resources on 
dealing with avoiding properties coming into that category.   
 
AREA COST ADJUSTMENT 
 
Q14) Do you agree with the proposal to update the weights given to the 
labour cost adjustment (ACA1)? 
 
Impact: 

Merseyside £m 

Knowsley  0.1 

Liverpool 0.5 

Sefton 0.8 

St Helens 0.5 

Wirral 0.8 

Merseyside Fire -0.1 

Merseyside Police -0.3 

 
Response 
Wirral Council supports this as the proposal does take into account evidence 
available and the weights are more reflective of what has happened in reality.  
However overall Wirral opposes the use of the Area Cost Adjustment (ACA) in 
the distribution of local government funding.  The ACA was established purely 
to take account of perceived variations in pay costs, but in recent years 
authorities in receipt of ACA have been able to subsidise their Council Tax as 
they have benefitted from more efficient methods of working.  This has 
resulted in cost outputs lower than that assumed by the ACA. e.g. the 
development of information technology.  
 



SCALING FACTOR 
 
Q15) Do you think that the scaling factor for the central allocation 
should be close to one, so that equal importance is attached to the 
amounts above and below the minima? 
 
Response 
Wirral Council supports the proposal that the scaling factor for the central 
allocation should be close to one.  The Formula Grant distribution should be 
fully reflective of need.  If judgement can be made to increase Relative Needs 
this principle will be more closely met.    
 
Q16)  If so would you prefer Ministers to be able to set judgemental 
weights for the Relative Needs Amount, as in option CAS1, or the 
Relative Resource Amount, as in option CAS2? 
 
Impact: 

Merseyside £m (CAS1) £m (CAS2) 

Knowsley  -0.5 1 

Liverpool -0.8 2.9 

Sefton -0.3 0.3 

St Helens -0.3 0.3 

Wirral -0.4 0.8 

Merseyside Fire -0.2 0.2 

Merseyside Police -0.5 0.7 

 
Response 
Wirral Council would prefer Ministers to be able to set judgemental weights for 
the Relative Resource Amount (CAS 2).  The proposed increase in the 
Relative Needs Block proportion with a compensating decrease in the Central 
Block would make the system fairer and more closely correlated to relative 
needs. 
 
FLOOR DAMPENING LEVELS 
 
Q17) Over the next Spending Review period do you think that the floor 
level should be set close to the average change or such that it allows 
some formula change to come through for authorities above the floor? 
 
Response 
Wirral Council supports the floor remaining in place and that it is set close to 
the average change.  This is key to Wirral and other authorities in giving a 
degree of certainty during this period of significant change and financial 
pressure.  As a result Wirral maintains that the Government should not 
consider tampering with, or phasing out, the floor. 
 



TRANSFERS AND ADJUSTMENTS 
 
Q18)  Which of the four options for removing concessionary travel from 
lower-tier authorities do you prefer (CONCF1, CONCF2, CONCF3, 
CONCF4)? 
 
Impact: 

Merseyside Before Floor Dampening (£m) 

 CONCF1 CONCF2 CONCF3 CONCF4 

Knowsley  0.6 0.6 0 0 

Liverpool 1.5 1.5 0 0 

Sefton 3.7 3.7 2.8 2.8 

St Helens 2.1 2.1 1.5 1.5 

Wirral 3.6 3.6 2.8 2.8 

Merseyside 
Fire 

-0.3 -0.3 -0.2 -0.2 

Merseyside 
Police 

-1.1 -1.1 -0.8 -0.8 

 
Impact: 

Merseyside After Floor Dampening (£m) 

 CONCF1 CONCF2 CONCF3 CONCF4 

Knowsley  0.4 2.1 0.5 0.4 

Liverpool 0.1 5.2 1.3 0.4 

Sefton 1.2 4.1 1.1 2.7 

St Helens 0.8 2.6 0.6 1.5 

Wirral 1.3 4.4 1.1 2.9 

Merseyside 
Fire 

0 0 0 0 

Merseyside 
Police 

-0.2 -0.2 -0.1 -0.1 

 
Response 
Wirral Council has concerns over the lack of available exemplifications for 
CONCF1 and CONCF2 when considering the transfer of concessionary travel 
from lower-tier authorities to upper-tier authorities.  Due to the lack of 
exemplifications full consideration of these proposals cannot be made.  Purely 
from the distribitional impact shown for CONCF2 as a stand alone change, 
Wirral would appear to benefit, but it is not possible to reach an adequate 
conclusion to support CONCF2 at this stage.  
Of the remaining options CONCF4 takes funding out of the district level in line 
with the formula allocation and, therefore, is perceived to be the fairest of 
those exemplified by DCLG.  This is the option supported by Merseytravel. 



 
Q19)  Which of the six options for rolling concessionary travel to upper 
tier authorities do you prefer (CONCF5, CONCF6, CONCF7, CONCF8, 
CONCF9, CONCF10)? 
 
Impact: 

Merseyside Before Floor Dampening (£m) 

 CONCF5 CONCF6 CONCF7 CONCF8 CONCF9 CONCF10 

Knowsley  -0.5 -0.5 0.3 0.3 -2.8 -2.8 

Liverpool -0.8 -0.8 1.7 1.7 -5.6 -5.6 

Sefton -0.8 -0.8 0.1 0.1 -3.5 -3.5 

St Helens -0.7 -0.7 0.1 0.1 -2.7 -2.7 

Wirral -1.1 -1.1 0.1 0.1 -4.3 -4.3 

Merseyside 
Fire 

-0.1 -0.1 0 0 -0.1 -0.1 

Merseyside 
Police 

-0.6 -0.6 0.1 0.1 -0.7 -0.7 

 

Merseyside After Floor Dampening (£m) 

 CONCF5 CONCF6 CONCF7 CONCF8 CONCF9 CONCF10 

Knowsley  0.2 0.5 0.2 0.5 0.4 0.2 

Liverpool 0.6 1.8 0.6 1.6 1.2 1.1 

Sefton -0.2 -0.2 0.1 0.2 -0.7 -1.3 

St Helens -0.1 -0.1 0.1 0.2 -0.6 -0.9 

Wirral -0.2 -0.1 0.2 0.3 0.9 -1.4 

Merseyside 
Fire 

0 0 0 0 0 0 

Merseyside 
Police 

-0.1 -0.1 0 0 -0.1 -0.1 

 
Response 
Of the options available Wirral Council prefers CONCF8 for rolling 
concessionary travel to upper tier authorities.  However the funding for 
Concessionary Fares should be delivered via the current Special Grant rather 
than transferring into the Formula Grant.  The previous decision to allocate 
the resources as a Special Grant was correct as it allowed the resources to be 
easily identified and does not disadvantage floor authorities. 



 
Q20) Should concessionary travel have its own sub-block (within the 
EPCS block)? 
 
Response 
Wirral Council is not able to support or oppose the option that concessionary 
travel should have its own sub-block within the EPCS block. This would 
provide some transparency to the amount of funding provided for a nationally 
determined scheme.  As a result it would be possible to see when and if the 
Government meets its obligations to fully fund concessionary travel. However 
the consultation paper does not provide sufficient information on the impact of 
this proposal to draw a conclusion. 
 
Q21) Do you agree with methodology for adjusting the base position for 
unadopted drains? 
 
Response 
The proposal allows for the transfer of responsibility for “private sewers” from 
local authorities to sewerage and water companies.  Wirral Council oppose 
the methodology because there are concerns over the accuracy of some of 
the data.  Also the formula should use population as a base instead of 
properties. 
 
THE INCAPACITY BENEFIT AND SEVERE DISABLEMENT ALLOWANCE 
 
Q22) Do you agree that the incapacity benefit and severe disablement 
allowance indicators should use quarterly data rather than annual data 
(DATA1)? 
 
Impact: 

Merseyside £m 

Knowsley  0 

Liverpool -0.1 

Sefton 0 

St Helens 0 

Wirral 0 

Merseyside Fire  0 

Merseyside Police 0 

 
Response 
Wirral Council supports using quarterly data rather than annual data.  This will 
more accurately reflect the current needs of local authorities. 



REPLACING THE CHILDREN’S INCOME SUPPORT BENEFIT INDICATOR 
 
Q23) Do you agree that children in out-of-work families receiving Child 
Tax Credit (CTC) should replace the current children of IS/ (IB) JSA 
claimants (DATA 2) 
 
Impact: 

Merseyside £m 

Knowsley  -4.4 

Liverpool -8.1 

Sefton -3.3 

St Helens -1.1 

Wirral -4.6 

Merseyside Fire -0.8 

Merseyside Police 0.6 

 
Response 
Wirral Council opposes this.  There seems some doubt concerning the close 
correlation between the two sets of data, particularly highlighted by the impact 
on the major city in the region (Liverpool.) 
 
Further, the data on JSA claimants is relatively accurate and up to date whilst 
as has been seen previously the tax credit system has been subject to errors 
and fraud.  Using Free School Meals eligibility could be a much simpler and 
easily obtainable data set to collect and use. 
 
STUDENT EXEMPTIONS AND THE COUNCIL TAX BASE 
 
Q24) Would you prefer that May data only is used for the student 
exemptions adjustment in the tax base projections (DATA 3)? 
 
Impact: 

Merseyside £m 

Knowsley  -0.1 

Liverpool 0.1 

Sefton -0.1 

St Helens -0.1 

Wirral -0.1 

Merseyside Fire 0 

Merseyside Police 0 

 
Response 
Wirral Council opposes using May data only.  This provides a distorted view of 
student exemptions, providing an overestimate of the amount of student 
exemptions. 
 
Wirral would have more support for the use of an average figure (May & 
October) as this could improve the accuracy of the tax base projections. 



UPDATING DATA ON LOW ACHIEVING ETHNIC GROUPS 
 
Q25) Do you agree that the new definition of secondary school pupils in 
low achieving ethnic groups should be used (DATA 4)? 
 
Impact: 

Merseyside £m 

Knowsley  0 

Liverpool 0 

Sefton 0 

St Helens 0 

Wirral 0 

Merseyside Fire 0 

Merseyside Police 0 

 
Response 
Wirral Council opposes this.  The inclusion of this indicator does not 
accurately reflect the attainment levels in the region of British White 
secondary school pupils in comparison to pupils classified within low 
achieving ethnic groups. 
 
ADDITIONAL OPTIONS 
 
Additional Question 1) Do you agree that we should treat the City of London 
as two notional authorities for floor damping purposes (DAMP 1)? 
Wirral Council supports this.  There is strong logic in the proposal for the 
treatment of the City of London. 
 
OTHER COMMENTS 
 
Wirral Council makes the following comments:  
 
Damping 
Wirral welcomes the continuation of damping within the Local Government 
Finance System and takes this opportunity to re-iterate the view expressed in 
response to Question 17. With the expectation of an extremely challenging 
Comprehensive Spending Review, the need to continuously generate 
substantial efficiencies, plus the potential major distributional impact of some 
of the proposals within this consultation it is imperative that damping is set at 
a reasonable level (i.e. average) to provide stability of funding. 



Multi-year Settlement 
The next couple of years are expected to be turbulent for local authorities 
following the outcome of the Comprehensive Spending Review and 
implementation of the Government policy agenda.  A fundamental part of the 
local government finance system has been the introduction of multi-year 
financial settlements to provide a degree of certainty in funding, which allows 
for sound financial planning.  However the DCLG structural plan refers to 
reform of the local government finance system by 2012.  Therefore, if the 
Government is seriously considering a major upheaval of the local 
government finance system it would be better to update the data within the 
formula, but not instigate any major changes that result is large re-
distributions of Formula Grant.  
 
Business Rates 
There is concern that the Government is seeking to reform business rates.  
The current system ensures that business rates are re-distributed via Formula 
Grant on a more equitable basis.  Furthermore, business rates now account 
for 83% of the total distribution of Formula Grant and any reform will require a 
fundamental reform of how local government is funded. 
 
New Burdens/Additional Resources 
It is vital that any additional funding for new burdens or initiatives is given as 
grant or as an adjustment to the 2010/11 formula  base, otherwise floor 
authorities will receive no additional funding to implement the schemes. This 
is equally important for capital schemes as decisions on whether to provide 
capital grants or supported borrowing are usually based on Government 
Departments cash flow position whereas the outcome of this choice is 
fundamental to floor authorities who will gain 100% of the resources through 
grant, but potentially 0% if through supported borrowing.  This principle should 
be taken into account in the allocation of resources from now on. 
 
Efficiency Savings 
It is felt strongly that any cashable efficiency targets set as part of the 
forthcoming Comprehensive Spending Review are not netted off against 
Formula Grant allocations.  These efficiencies are required by local authorities 
to fund the annual gap between cost pressures and available resources. If 
efficiencies are netted off the Formula Grant, local authorities will have no 
option but to make major service cuts. 


