
To Keir Starmer/Angela Rayner
cc Steve Reed

July 6th 2020

Dear Keir and Angela

Debt cancellation is a necessary part of the solution of the local 
authority funding crisis to prevent a new phase of austerity

We are writing to you in relation to the deepening crisis of local government funding, which
is spiralling out of control. We believe that we are rapidly reaching the point of the collapse
of council services and of some local authorities. Jenrick's “comprehensive package” is 
insufficient to prevent a new phase of austerity for local government. The LGA Labour 
Group is rightly calling on the government to cover both the extra expenses of dealing with
the pandemic and the lost revenue resulting from the lock-down. Every pressure needs to 
be brought to bear on the government to honour its commitment to compensate councils 
for “doing whatever is necessary”.

However, even if we succeed in getting the government to do that it is quite clear that the 
impact of the pandemic will not be short-lived. Indeed various Labour council leaders have 
said it will impact for 3-5 years. As an emergency measure to deal with this situation we 
have called for the cancellation of local authority debt held by the Public Works Loans 
Board. This would provide councils with an extra annual spending power of around £4.5 
billion a year, which would go some way to stabilising council finances.

At the recent National Policy Forum Steve Reed said that “Labour leaders do not want 
debt cancellation” because “it implied no distribution of funding on the basis of need”. 
Firstly it's not true that “Labour Council Leaders do not want debt cancellation”. We know 
that because 17 of them have signed our statement in support of debt cancellation. These 
are Labour Leaders of Amber Valley, Birmingham, Bristol, Cheshire West & Chester, 
Corby, Ealing, Halton, Kirklees, Leicester, Liverpool, Luton, Milton Keynes, Norwich, 
Preston, Stroud, Telford and Wrekin, Wirral. In addition the Deputy Leader of Leeds has 
signed and opposition Labour Group leaders in Derby, Gloucester, and Swindon have as 
well. This cannot be dismissed as an insignificant expression of opinion even if it is 
currently a minority of Labour Council leaders.

In regard to the method of funding of local authorities we believe that it should be based on
annual assessments of social needs in each locality, at least adjusted in line with inflation 
each year. However, the reality is that we will not be able to secure such a system in place 
before the financial crisis comes to a head. We believe that Labour should therefore be 
demanding of the government 

1) They should cover the extra costs of dealing with the pandemic and the lost           
revenue resulting from the lock-down, in full.

2) They should cancel local authority debt held by the PWLB, thus providing around 
£4.5 billion extra spending power a year.

3) Urgent discussions should take place on what Preston council leader Matthew 
Brown has called “a new financial settlement for local government”, based on actual
needs.



This would provide the basis for Labour, the unions and service users to come together to 
try and force another government U-turn. 

Without a serious campaign along these lines, which can shift the government, then 
section 114 notices will start to emerge and councils will begin to fail. When Islington 
Council Leader Richard Watt described the local authority crisis as “an existential” one he 
was not exaggerating.

If we are unable to move the government and Labour councils set balanced budgets with 
insufficient funds, they will impose cuts in jobs and services which could well be worse 
than the Osborne cuts. But the cuts will come before the next financial year. We have 
already heard of one Labour council sending out notices to staff asking for volunteers for 
redundancy. In a recent zoom meeting in Leeds one senior councillor explained that 
without extra money soon there would be compulsory redundancies, charges for services 
for which there are currently no charges, closure of all libraries and museums. 

Key workers would receive thanks for their critical work during the pandemic in the form of 
redundancy notices. More and more people who desperately need services will not be 
provided with them. It will be no good Labour councils telling their constituents it's not our 
fault, it's the Tories. That did not work under the previous Leader. If Labour councils are 
implementing a new phase of austerity it would hardly enhance the Party's electoral 
prospects.

So we believe that it is absolutely critical that Labour and the unions mobilise a 
campaign to stop this new phase of austerity for local government which will be 
socially disastrous.

Bristol Mayor Marvin Rees, writing to us, in support of debt cancellation said:

“I have called on national government to underwrite the true costs of the pandemic to 
local authorities, including lost income.
   My Labour administration supports debt cancellation, including through the Public 
Works Loan Board, as part of a funding solution.”

He is right. Debt cancellation is part of the funding solution, in conjunction with full 
funding for the impact of coronavirus on councils. It is the simplest measure to 
stabilise council finances whilst efforts are made for urgent discussions on a funding 
system based on need.

As a council housing campaign we think that debt cancellation, which would include 
cancellation of the (largely fictitious) housing revenue account debt, is crucial for 
addressing the under-funding of existing council housing. It would provide HRAs with 
at least an additional £1.25 billion a year, which would help to address the backlog of 
work which has built up as a result of the pandemic, and could help boost new 
council house building. Moreover, we think that Labour should demand of the Tories 
now, what it committed to in its Manifesto, that they should provide £10 billion a year 
grant for new building of social rent council housing. This will not only address the 
housing crisis but will put back to work people thrown out of work as a result of the 
pandemic and the lock-down.



One of the consequences of the pandemic is likely to be a spike in evictions. A large 
scale council house building programme is critical for dealing with homelessness.  

We are therefore appealing to you to support, and campaign for, debt cancellation as 
an emergency measure which is crucial for stopping the introduction of a new phase 
of austerity which, in the context of a pandemic which is far from over, will be socially 
disastrous. If Labour Councils implement a new phase of austerity we will pay a 
heavy political price.

We would be keen to discuss these issues. Angela made a commitment during the 
deputy leadership campaign to meet us within 100 days.  We would welcome the 
opportunity to take up that offer and would be grateful if you could provide us with a date 
that would be convenient for a zoom meeting.

Many thanks

Ben Clay, Chair Labour Campaign for Council Housing
Martin Wicks, Secretary Labour Campaign for Council Housing


