
Stakeholder Briefing

Councils are working exceptionally hard as
part of the national response to the COVID-19
outbreak; leading and coordinating local
responses, supporting vulnerable people and
businesses, as well as maintaining and
adapting existing services which our residents
rely on.

However, our 36* county and unitary member
councils are increasingly concerned about the
financial implications that COVID-19 has had,
both in terms of the additional expenditure
that they have incurred and the impact on
their own income streams.

County authorities are funded through a
combination of grants from central
government, income from council tax and
business rates, and earned income.

Whilst the government has provided very
welcome additional funding for councils,
Ministers have acknowledged the need to
bring forward a further 'comprehensive' plan
to protect council finances. 

To help inform the development of the
government's approach and evidence the
financial challenges facing local
government, CCN commissioned Grant
Thornton UK LLP to undertake detailed analysis
of the impact of COVID-19 on the costs and lost
income our member councils are
experiencing. This included modelling the
financial implications across three scenarios.

Whilst the precise financial impact is
uncertain, their research provides an early
insight into the financial risks being borne by
county authorities. This briefing summarises
the reports main findings and its implications. 

Analysing the impact of COVID-19 on  County Authority Finances
Summary of Key Findings from Grant Thornton UK LLP Report

“Councils across the country are grappling
with increased cost pressures in adult
social care and other core local services,
whilst facing huge reductions in income
due to the lockdown and the country
entering a recession.

“Grant Thornton’s analysis, based on
council estimates on costs and their
informed assumptions on how additional
costs and lost revenue could develop over
the short and medium term, show a
significant funding gap opening up for
county authorities due to the pandemic.
This research shows the challenges facing
county authorities and the severity of the
potential impact on councils’ sustainability
and provides important insights to inform
government policy.

“Building on this evidence, we want to work
with government to develop a
comprehensive plan to support councils
over the coming months and years. We
know ministers are alive to the challenge
and hope this report is a valuable
contribution to informing future
interventions to support all councils.”
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Analysing the impact of COVID-19 on 
County Authority Finances

1

2

Key Headline Findings

4

Prior to COVID-19, county authorities were already managing significant funding
shortfalls, including £1.3bn in 2020/21 based on previous CCN analysis. Some of the
existing saving plans to manage pre-existing deficits are no longer possible to
deliver as a result of the increased demand on council resources.
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Based on full year financial data from the Delta returns and excluding council tax
and business rates, an additional funding shortfall of £752m is forecast across the
39 county authorities included in this analysis for 2020/21. This equates to just over
£19m per county authority for 2020/21. Further scenarios based on the April actual
data from the Delta returns indicate the full year impact could be as high as £1.9bn.

Significant losses in council tax and business rate income are predicted by county
authorities, which could cause large deficits in the collection fund impacting on
2021/22 budgets. The funding shortfall is likely to be increased by continuing COVID-
19 related cost pressures, particularly in social care. The funding shortfall caused by
COVID-19 could be in the region of £1.79bn in 2021/22 an average of £46m per
county authority. Further scenarios based on the April outturn data from the Delta
returns indicate the impact could be as high as £2.6bn. Such deficits may have to
be provided for in the current year, and would be part of any consideration to make
service cost reductions or issue a Section 114 notice during 2020/21. 

The projected funding gaps in 2020/21 and 2021/22 would be beyond the ability of a
significant number of county authorities to manage within their existing
resources. The projections show total aggregated unallocated general fund
reserves for county authorities could be fully depleted by 2021/22. 

These projections indicate there is a risk that a significant number of county
authorities could be forced to enact large scale reductions to 
service and provider costs, draw down on all available reserves and, as a last
resort, to issue a Section 114 notice in the current year, on the grounds that 
they will be unable to meet the statutory duty to deliver a balanced budget in
2020/21 or to set one for 2021/22.

Download the full report and detailed
findings here

"Taking into account the emergency funding already provided  by central government, there
remains a material projected shortfall. This will add to any existing in year deficits that were
already being managed through saving plans and use of reserves. This position is not likely

to be sustainable in the short to medium term."
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http://www.countycouncilsnetwork.org.uk/download/3046/


Adult social 
care

£774m

Key Headline Findings

The need to increase unit prices paid to providers  
Significant cost of providing PPE across all social care settings
Staffing costs to cover illness and enable social distancing measures
Increased demand from the acceleration of patients transferred 
from NHS care into various social care settings
Reduced income from new adult social care self funders
Payments to private and third sector providers delivering day 
care and respite where this income loss having to be compensated 
to support the market but where no service is being delivered

Children's
social care

£134m Increased costs to providers and in house services leading to 
increased unit price i.e PPE, social distancing, shielding and deep cleaning
Expected sharp rise in child referrals after lockdown ends
Expectation that lockdown will exacerbate current challenges for 
some families
a downturn in the supply of fostering places and an increase in placement
breakdowns

Education
£82m Home to school a key pressure for all councils from having to implement

social distancing and deep cleaning measures, and supporting local
providers during school closures from current budgets

Environment &
regulatory

£71m Crematorium capacity and temporary places of rest
Waste costs included the need to fund reductions in income from
commercial waste, and a corresponding increase in domestic waste

"The local response to COVID-19 and the indirect effect of the lockdown mean that there are
unprecedented levels of additional unplanned COVID-19 related cost pressures and lost

income for county authorities. The precise financial impact is uncertain, however the Delta
returns provide early insight into the financial risks."

Savings plans,
finance
& other

£361m £221m of undeliverable savings due to pandemic
£52m on finance and support related expenditure
Costs from delayed or stopped projects
Supply of PPE and social distancing measures for non-social care services
Community response, local hubs and shielding
Investment in ICT to support remote working

What are the cost pressures from
COVID-19 for county authorities?
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What are the lost income pressures
from COVID-19 for county authorities?

Non-tax
based

lost income

£453m

Key Headline Findings

Highways and Transport parking and enforcement income 
losses 
Culture and leisure reduction in income from leisure centres, 
parks and other assets 
Other lost service income included a wide range of items, such as 
supplementary income for schools and traded services to schools, 
treasury income foregone, trade waste, ASC self funders and other 
traded services that support statutory services 
Commercial income from investments

Council tax
lost income

£717m Council tax base is assumed to reduce by a 6% cash equivalent 
reduction in 2020/21. Assumptions based on unitary council sample from
Delta and separate CCN modelling
Reduction in income as result of increased numbers eligible for council tax
support and reduced collection that cannot subsequently be recovered
Income from council tax could also be reduced in future years due to lower
levels of housing development
If the predicted reduction in the tax base is not addressed in 2021/22, there
will be a compounding effect where future increases in council tax rates
will apply to a lower base, resulting in a unrecoverable loss

Lost business
rates

£425m
A period of slow recovery and prolonged unemployment would have a
significant impact on local tax revenues
The  impact on business rates is particularly difficult to project, 
therefore for the purposes of this forecast the assumption is a 
10% cash equivalent reduction in the business rate base. This is consistent
with the lower end of the range of pressures reported in the Delta return
This  assumes that the safety net facility will limit the shortfall and that the
top up grant under the 2020/21 funding settlement will still apply 
As with council tax, any shortfall in business rate income, would 
emerge as part of the collection fund deficit which would need to 
be addressed in the financial planning for 2021/22

"Loss of income to services from sales, fees and charges, and commercial income was
 projected to be a major contributor to COVID-19 funding pressures,  which was particularly
acute during the period of lockdown. Significant losses in council tax and business rate could

cause large deficits in the collection fund impacting on 2021/22 budgets."
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What are the financial forecasts for
county authorities due to COVID-19?

Funding gap
2020/21-2021/22

if costs rise
with current

council
estimates

£2.5bn

Grant Thornton Financial Forecasts Modelling

"For a significant number of county authorities, these projected financial pressures are not
sustainable within their available financial resources and, if not addressed, will prevent
these county authorities from fulfilling their statutory duty to set and deliver a balanced

budget, either in 2020/21 or 2021/22."

Funding gap
2020/21-2021/22

if costs rise
faster than

currently 
estimated

£3.6bn

Funding gap
2020/21-2021/22

if a second wave
of the pandemic

leads to a second
lockdown

£4.5bn

752m 1.1bn
Shortfall after

emergency funding

in
2020/21

Lost income from
local taxes

in
2021/22

680m
'Legacy

costs' in social care 
& lost income

in
2021/22

1.3bn 1.1bn
Shortfall after

emergency funding

in
2020/21

Lost income from
local taxes

in
2021/22

1.2bn
'Legacy

costs' in social care 
& lost income

in
2021/22

1.9bn 1.1bn
Shortfall after

emergency funding

in
2020/21

Lost income from
local taxes

in
2021/22

1.5bn
'Legacy

costs' in social care 
& lost income

in
2021/22

On  the current projected trajectory, without further intervention
or action taken by councils to reduce costs, the total aggregated

general fund reserves for county authorities could be fully depleted
by 2021/22 with a significant number of councils unable to deliver a

 balanced budget for 2020/21.

What are the consequences for financial sustainability?
Analysis shows £1.44bn unallocated general fund reserves could be

fully depleted in 2021/22 without further financial support

Scenario 1

Scenario 2

Scenario 3
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A Way Forward: What are the
solutions to the financial challenges?

1

2

Report Observations

4

Further packages of funding support to councils from central government,
targeted on COVID-19 specific cost pressures which acknowledges the full year
forecast.

3

5

A solution to address reductions in income, including the council tax and business
rate base, that could cause a recurrent funding gap in future years, including
consideration of an income guarantee.

Early confirmation of the funding settlement for 2021/22 and for the medium
term. Greater clarity over the progress, timing and objectives of the forthcoming
Spending Review and the need for clarity on multi year funding intentions to help
councils manage their medium term financial planning.

Greater clarity on the policy towards commercial income and investments that
councils may be expected to cover at their own risk and access to additional
funding for transformation plans and capital programmes.

"It is necessary that the government consider further financial  support and flexibilities as
part of a wider medium term plan to ensure councils are adequately funded in the future.

CCN will need to work closely with government to achieve a suitable outcome, including
the avoidance of perverse incentives. Measures to support county authorities could include:"

Extending the period that Collection Fund deficits need to be brought back in
balance and further guidance on the policy towards arrears collection for council
tax and business rates against a backdrop of financial hardship in the community.
This should include consideration of the distinction between deferrals that will be
recovered from debtors and the funding of arrears that become non-recoverable. 

6 Continued close scrutiny of budget management, savings plan delivery (including
alternative additional savings) and effective cost controls.

7 Consider how service delivery may need to change as a result of learning from
COVID-19 and how long lasting cultural and behavioural changes will impact on
service operating models.

8 Begin to consider which certain services will need to reduce or cease, in order to
manage the funding gap, before consideration of the issue of a Section 114 notice.
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Founded in 1997, the County Councils
Network is the voice of England’s counties. A
cross-party organisation, CCN develops
policy, commissions research, and presents
evidence-based solutions nationally on
behalf of the largest grouping of local
authorities in England.

In total, the 25 county councils and 11 unitary
councils that make up the CCN represent 26
million residents, account for 39% of
England’s GVA, and deliver high-quality
services that matter the most to local
communities

The network is a cross party organisation,
expressing the views of member councils to
the government and within the Local
Government Association.

General Enquiries:
countycouncilsnetwork@local.gov.uk
020 7664 3011

The County Councils Network Office
5th Floor, Local Government House,
Smith Square,
London, SW1P 3HZ

Guy Clifton
Director, Public Services Advisory
Grant Thornton UK LLP

D +44 (0)20 7728 2903
M +44 (0)7771 974285
T +44 (0)20 7383 5100
E guy.clifton@uk.gt.com
EA Rebecca.Gordon@uk.gt.com
EA +44 (0)20 7865 2017

grantthornton.co.uk

Grant Thornton refers to the brand under
which the Grant Thornton member firms
provide assurance, tax and advisory
srvices to their clients and/or refers to one
or more member firms, as the context
requires. Grant Thornton UK LLP is a
member firm of Grant Thornton
International Ltd (GTIL). GTIL and the
member firms are not a worldwie
partnership. GTIL and each member firm is
a separate legal entity. Services are
delivered by the member firms. GTIL does
not provide services to clients. GTIL and its
member firms are not agents of, and do
not obligate, one another and are not liable
for one another’s acts or omissions. This
publication has been prepared only as a
guide. No responsibility can be accepted
by us for loss occasioned to any person
acting or refraining from acting as a result
of any material in this publication.

Follow CCN on social media:

@CCNOffice County Councils NetworkCounty Councils Network

www.countycouncilsnetwork.org.uk


