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Foreword
Unlike other countries, the United Kingdom has never seen the need to codify and bring
together its constitutional arrangements in one document. Changes evolved as and when the
need arose. Much to the confusion of outsiders, events unfolded in piecemeal fashion and,
whether it was House of Lords reform or Scottish and Welsh devolution, without an obvious
overarching structure or philosophy. For most of the time this approach served us well. But
now, we are facing a moment of profound change, which demands a more coherent look at
our governance and a better approach to empowering individuals and communities.
Patchwork policy-making has created a confusing concoction of local powers. Devolution
to the nations in Scotland, Wales and Northern Ireland has raised expectations. Some of our
larger cities and conurbations directly elect their mayors. The Treasury strikes deals with city
regions. The Westminster Parliament tries to address the problem of legislating for the whole
of the UK, as well as England, by creating a new category of ‘English votes for English laws’.
While these are welcome developments, they are unsettled, inconsistent and leave many
communities in the UK out of the picture.
Our system of government is under unprecedented pressure. Leaving the European Union
means the return of a whole range of decision-making powers, but not before lengthy debate
over whether some of them should first come to Westminster or go straight to the devolved
administrations. Devolution in England outside London is still a largely unfinished business,
as is the question of tax raising powers. Attempts to re-evaluate Council Tax bands run into
political difficulties. Business rates, a vital source of income for local authorities, are being
blamed for the decline of our high streets.
There is, we believe, a nascent demand by voters for a different way of doing things. In
a digital age of Netflix, artificial intelligence and home-delivery, people are increasingly
accustomed to information and services at the click of a button, and they have similar
expectations of their government and local authorities. This contributes to a feeling of a
democratic deficit in which casting a vote at election time doesn’t give sufficient weight to
their voice. The process of forging a compromise between competing demands and being
responsive to local circumstances is breaking down. The failure to find a political solution
to the housing supply issues is a painful example. Structures have become so complex that
it is hard to pin down who is accountable and responsible for what. Innovation is too often
smothered by centrally-controlled organisations.
We believe that empowered individuals and communities should be at the heart of politics.
This is not a new idea—elements of it underpinned the Coalition Government’s localism
agenda, and indeed that of the preceding Labour administration. The impact of their
reforms, however, affected structures more than how people lived their lives and interacted
with government. With current record low levels of trust in institutions in general, and
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government in particular, people feel more strongly than ever that they are left out of
decision-making processes. Centrally-mandated policies are delivering public services
with little input from local communities. Just as they can send signals through market
mechanisms in the private sector, people want choices in public service delivery in order to
feel in charge of their lives and have a say on how their taxes are spent.
This matters because prosperity results from good governance. And good governance
requires legitimacy, accountability, transparency, and responsiveness.
It is this set of challenges which has led me to take a closer look at how we can take
decisions out of the hands of central government and anchor them in communities. I grew
up in Bavaria, in the Federal Republic of Germany. Their federal structures were deliberately
designed to prevent too much power being exercised by the centre.
I spent 20 years of my political life as a Member of Parliament in the UK, traditionally one
of the most centralised countries in the developed world. But my constituency was in
Birmingham, where in the late 19th century Joe Chamberlain transformed the city into one
of the best governed in the world. It took him three years, and his approach is best described
as one of municipal audacity.
For democracy to work, individuals need to have confidence that government decisions
are made because they are good for them and their communities. Most of our lives are
spent as part of communities, which show their strength by being resilient and adaptable.
Empowering people is at the heart of strengthening communities and society.
We hope that this first report, which looks at the philosophical and practical structures
which underpin the principle of subsidiarity, will help to shape some of the decisions that
politicians will have to take over the months and years to come, in order to regain a feeling
of empowerment within people’s lives. While there are competing theories of governance
across the world, each framing the notion of centralisation differently, anyone who has ever
knocked on doors and asked people for their vote knows the importance of communities and
localism. It’s the starting point.
This report is our starting point before going on to examine specific policy areas in detail. To
begin with, we need to explore the principles, what other countries have done, and what we
might do, to ensure politics is for people.

Rt Hon Gisela Stuart
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Executive Summary
Good governance, which we believe is essential to the prosperity of the country, and the
growing desire of our citizens, requires power and decisions to be made at the right level,
from national to local, to communities and families. The United Kingdom is undergoing
profound constitutional changes, not least due to our decision to leave the European Union,
so we believe that now is the right time to look at where decisions are made and what is the
underlying basis for such a settlement.

The UK has become one of the most centralised states in the developed world
The UK government, like many others, responded to the challenges and dramatic changes in
society that arose from the industrial revolution, urbanisation, and the introduction of the
welfare state by centralising power. This had the unanticipated effect of removing power
from individuals, communities, civil society institutions, and local authorities, with damaging
long-term consequences. The UK has become one of the most centralised states in the
developed world, with less than 5% of overall government tax revenue raised locally.1 Local
authorities are now effectively more accountable to central government than to the people
and communities they serve.

Government has become a huge, unwieldy conglomerate
There is now arguably a greater mismatch than ever between the many responsibilities of
governments and their ability to meet them. Government has become a huge, unwieldy
conglomerate, with a diverse range of functions that nobody can manage. 23 Cabinet ministers
and their senior civil servants are accountable for so much that they now have impossible jobs.

Diminished role for local government
Although the last two decades have seen forms of devolution, most recently local mayors,
these changes in structure have not had sufficient impact for people, nor have they
simplified the job of central government. In fact, local government in the UK has seen its
powers drastically reduced, and has increasingly become a delivery arm of national policy,
relying heavily on central funding. It has very little autonomy or tax-raising powers to serve
the specific needs of local communities.

Poor outcomes—especially for the poorest in society
There is little evidence to suggest that this long-term centralising trend has made
government programmes more effective, or more responsive to the needs and priorities
of the people they serve. National services are facing serious problems, and public sector
productivity has increased only 1.2% over the last 20 years.2 Poor outcomes result from this
system of governance, and vulnerable members of society suffer most.
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1

OECD, Revenue Statistics—OECD countries: Comparative tables (2016).

2

ONS, Growth rates and indices for total public service output, inputs and productivity: Table 1 (18 February 2016).
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The UK Governance Challenge
Our current governance structures have prevented communities from being strengthened
and empowered. That is at the heart of the challenge faced by the UK. The main criteria for
good governance are legitimacy, accountability, responsiveness, and civic engagement. In
many parts of the Western world, governments are seen by voters as distant, inefficient,
indecisive, unaccountable, bureaucratic, unresponsive, and even weak.

Only 36% of people feel they trust the government
In many developed countries, voters’ trust is declining, reflecting how government is seen
more widely. Only 36% of people feel they trust the government.3 The UK government
structure is facing a particular challenge of legitimacy and trust, from the referendum on our
membership of the European Union, to House of Lords reform, to calls for more devolution
to the Scottish Parliament, National Assembly for Wales, and Northern Ireland Assembly.

3

Edelman Trust Barometer 2018—UK findings, Edelman Trust Barometer 2018.
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80% of people feel they do not have much control over decisions that affect
the country
Local government today is more accountable to central government than to the people
and communities it serves. The relationship between central government and the various
layers of local government is so complicated that it is unclear who to hold to account for
certain issues. In some areas, the UK currently contains up to five levels of government,
from parish councils to the European Union.
In the 2017 Legatum Prosperity Index™, the UK ranked 96th in the world in confidence in
national government, and 34th in voicing opinion. 80% of people feel they have “not much”,
or “no control” over decisions that affect the country.4
The Parliamentary Health Service Ombudsman (who also has responsibility for public
services), found that 40% of people who are unhappy about public services do not bother
to complain due to complexity.5 61% of the public doubt the independence of decentralised
organisations when their budgets are set by central government.6

Central government cannot respond quickly to the diverse needs of over
9,000 UK communities
National models of delivery are not capable of taking into account the differing priorities of
local communities. What works in urban areas may not be right for rural areas. The emphasis
has been put on bureaucratic process, rather than people’s needs. OECD data shows that
48% of governments see consulting the public before confirming laws or statutes as
“something that could delay decision-making”.7
It is impossible for central government to respond quickly to the diverse needs of over
9,000 UK communities—parish, borough, metropolitan and county councils. In a time
where people’s interests in politics is most affected by locality, age, class, and other
personal characteristics, policy makers are failing to deliver a differentiated approach
that takes into account diversity.8 In 2011, there were over 1,300 local authority
statutory duties,9 evidence of services being highly regulated by national guidelines.

Centralisation has disempowered citizens
Centralisation has disempowered citizens and made it more difficult for them to take
responsibility for their families and communities. The weakened structure of local
government has meant that communities have not been able to engage and support
themselves in conjunction with government. Without such a sense of responsibility and a
degree of autonomy, communities weaken.

4

Locality, Commission on the Future of Localism: Polling
Findings (2018) 2.

5

Teresa Perchard, ‘Empowered and engaged consumers:
involvement and accountability’ in Centre for Public Scrutiny,
The State of Accountability in 2013 (2013) 76, 79.

6
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PwC, Who’s accountable now? The public’s view on
decentralisation (2014) 17.

7

Hila Zaban, ‘Types of government-society relations’ Literature
review (2012) JDC Israel Institute for Leadership and
Governance 26.

8

Martin Price, A disconnected political class, poor
communication from politicians, and inadequate political
education continue to put young people off politics (23
February 2015) Democratic Audit UK.

9

Philip Booth, Federal Britain: The case for decentralisation
(2015) The Institute for Economic Affairs 16.

Limitations of Devolution and Localism
Only 18% of respondents agree that the balance of power between central
and local government is appropriate
Devolution to the component nations of the UK, initiated by the Labour Government
(1997–2010), has progressed steadily (albeit to differing degrees); but within England, outside
London, it remains a work in progress. While it was designed to resolve some of the governance
challenges, the process came from the centre, rather than in response to local demands, and
in some cases even weakened lowest levels of government. Furthermore, the devolution of
decision-making has rarely been matched with fiscal devolution. Only 18% of respondents
agree that the balance of power between central and local government is appropriate.10

The Localism Act and the Big Society had only limited success
In 2010, the Coalition Government (2010–2015) recognised that it had to do more to
empower communities and local government. There were two parallel strands to this
thinking: the Big Society initiative and the Localism Act. However, this was met with mixed
success. The Government was unable to meaningfully transfer power down to a local level,
and didn’t capture the initiative of the third sector to properly engage communities.

Power vacuums leave a worrying lack of accountability
In recent years, the structure of local government has continued to change. Local enterprise
partnerships were created in some areas, followed later by the election of regional mayors. The
results are patchy and inconsistent. It has created an asymmetric decentralisation where best
practice is not shared, some geographical areas are left in limbo, and power vacuums leave a
worrying lack of accountability.

Limitations of Federalism
Federalism reflects the principle that power is shared
An alternative to piecemeal devolution could be federalism. Federalism is at heart a coherent
system of power distribution, whereby the most senior level of government operates at
the top, with sovereignty over the whole territory. Lower levels of regional government are
responsible for smaller territories, with a more limited scope of powers. Federalism reflects
the principle that power is shared and flows between the centre and the component parts.

10

PwC, ‘The local state we’re in: PwC’s annual local government survey 2017’ (2017) 22.
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Federations also have centralising tendencies
Examples of federal states in today’s world show that even in such structures, power still
emanates from the top, and the long-term trend from each of these examples has been to
centralise power. Throughout the 20th century, tax centralisation increased consistently
around the world.11

80% of Swiss citizens expressed confidence and satisfaction with
their government
The Swiss Confederation shows that it doesn’t have to be like this. It is the system of
governance that comes closest to empowering local communities and people. Significantly
more responsibility lies with small local communities, and it delivers some of the best health,
education and transport outcomes in the developed world. Roughly 80% of Swiss citizens
expressed confidence and satisfaction with their government,12 and Switzerland is ranked
fifth in governance according to the 2017 Prosperity Index.

An Opportunity to Empower People
Subsidiarity is the idea that decisions should be made at the lowest
practical level
Addressing these challenges requires a commitment from the top of government to reempowering the individual, the family and the community, as well as structural reform to
give politicians and government agencies roles where they can contribute to the well-being
of the nation.Subsidiarity is the idea that decisions should be made at the lowest practical
level, in order to benefit local communities and individuals.
The principle of subsidiarity is based on the value of the individual, the family, and the
community, as the inherent building blocks which exist within a nation. By making
government more accountable, it reflects the tension between individual responsibility and
the beneficial support of a higher body under certain circumstances.
Applying the principle of subsidiarity makes central government responsible only for highend functions that local levels of government cannot administer effectively—such as
defence, security and foreign policy, and for social cohesion, national infrastructure and
support for the lower levels.

80% of people in England support having more powers devolved to local areas
Lower levels of authority govern closer to the people, and in a democracy where consent
emanates from the bottom, they are more likely to be legitimate because of this proximity.
In the UK, localism matters. 70% of Britons define ‘local’ as their immediate village or town,
and almost a third live in the same village or town in which they were born.13 79% of people

11
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Alberto Diaz-Cayeros, ‘The Centralization of Fiscal Authority:
An Empirical Assessment of Popitz's Law’ (Paper presented
at the annual meeting of the American Political Science
Association, Chicago, 2 September 2004) 34.

12

OECD, Government at a glance 2017 Country Face Sheet:
Switzerland (2017).

13

Campaign, The Rise of Localism (19 July 2010).

already trust councils to take decisions,14 while 80% of people in England support having
more powers devolved to local areas.15

73% say that local people should have more of a say over public services
Ensuring local administrations are more accountable to voters, rather than taking their lead
from national bodies or imposed norms and bureaucratic standards, is at the heart of such an
approach. 73% say that local people should have more of a say over public services,16 while
six out of ten people in the UK feel that governments do not operate openly.17

67% of people agree that governments do not deliver on policy promises
that protect “average people”
Applying subsidiarity ensures that local government is responsive to the spirit and needs of their
communities who, given the opportunity, want to take control of their lives. 67% of people agree
that governments do not deliver on policy promises that protect “average people”.18

More opportunities for participation and engagement
Applying the principle of subsidiarity provides more opportunities for participation and
engagement. 25% of people say they have influence over decision-making locally, versus
14% nationally.19 This is also a challenge to communities as they need to be ready to
take responsibility.
For local communities to be empowered, local government needs to have adequate capacity
and capability, instead of only responding to central government. Too often local authorities
are held back by complicated funding structures and bidding processes. They need to have
the autonomy and aspiration to engage meaningfully with local communities without having
to respond to bureaucratic centralised processes.

Discussion
Arguments about the appropriateness of central government to manage public services
vary greatly. Avoiding postcode lotteries and the efficiency gains of scale can be weighed
up against the political, social and economic objectives of decentralisation and community
empowerment. However, we believe that communities will be strengthened if the
presumption throughout government is to embrace and engage local groups to take on
accountability and responsibility—whether this is empowered local government, parish
councils or community groups. Politicians from a variety of backgrounds have advocated
similar moves over the last twenty years. This will mean that some things are done very
differently in some parts of the country compared to others, and that has to be seen as a
good thing. Administrative and financial powers need to be decentralised in complementary
ways—i.e. linking local tax-raising powers with local responsibility. This is the natural result of
choices and decisions taken by local communities.

14

David Walker, Good people trust local government, but
councils need to trust people (1 March 2013) The Guardian.

17

Edelman Trust Barometer 2018—UK findings, Edelman Trust
Barometer 2018.

15

BBC, ‘Support’ for English devolution—BBC poll
(5 November 2014)

18

Edelman Trust Barometer 2018—UK findings, Edelman Trust
Barometer 2018.

16

Locality, Commission on the Future of Localism: Polling Findings
(2018) 3.

19

2020 Public Service Trust, What do people want, need and
expect from public services? (2010) RSA Projects
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Next steps
Our future research at the Legatum Institute will explore effective government as a driver
of prosperity. There will be two strands of work. The first will take a top-down approach by
analysing the structure of government in the UK and to continue to research lessons from
other models around the world—in particular to seek out successful applications of the
principle of subsidiarity. The second strand will take a bottom-up approach and examine
selected policy areas in the UK to identify at a more practical level what would be the
potential for greater local responsibility and engagement. The topics under consideration
include: looked-after children, transport and skills and the training levy.
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Introduction
Politicians today are often characterised as being out of touch, inefficient, bureaucratic,
and even weak. Many of the citizens of some of the world’s wealthiest and most developed
nations—Germany, France, Italy, Australia, the USA and the UK—report having lost faith in
“the system”.20 People feel disempowered and disillusioned with the political process.
While the UK’s overall prosperity is ranked 10th in the world, according to the 2017 Prosperity
Index, it ranks only 15th in government performance, and 16th in civic participation. Hence,
these indicators are dragging the UK down overall.

Growth of Central Government
The role of governments in many of these countries has changed considerably in the
last century.
The challenges and dramatic changes in society that have arisen from the Industrial Revolution,
urbanisation, and the introduction of welfare systems have resulted in governments around
the world centralising power. The development of technology and the emergence of artificial
intelligence simultaneously enable such centralisation, while at the same time undermine it.
Over the past 100 years governments have increasingly taken over responsibility for
many important aspects of citizen and family life: education, employment, housing,
pensions, health, and care of old age. The UK is more centralised than most. Central
government determines many of the policies and functions to be performed by local
government and provides most of the money they spend. With less than 5% of overall
government tax revenue raised locally, the UK is already well below the OECD average.21
Former Second Permanent Secretary at HM Treasury (HMT), Sharon White, has described the
UK as “almost the most centralised developed country in the world”.22 This transfer of power
has contributed to the increase in the amount central government spends from 12% of GDP
since 1900 to around 43% today,23 and employment from 6% to 16.5% of the work force.24
The evidence suggests that centralisation has had detrimental consequences for politicians and
government agencies, for public services, for local government, and for people and families.25

20

Edelman Trust Barometer 2017—UK Findings, Edelman Trust
Barometer 2017.

21

OECD, Revenue Statistics—OECD countries: Comparative
tables (2016).

22

Winnie Agbonlahor, ‘UK“almost most centralised developed
country”, says Treasury chief’ (27 January 2015) Global
Government Forum.

23

UK Public Spending Since 1900, UK Public Spending (2018).

24

Roger Middleton, The growth of government 1945-95: another
British peculiarity? (1996) University of Bristol 15; ONS, Public

sector employment, UK: March 2018 (12 June 2018).
25

Robin Hambleton, ‘The super-centralisation of the English
state—Why we need to move beyond the devolution
deception’ (2017) 32(1) Local Economy 3;
Ian Lewis, ‘Centralised police helicopter service “financially
unsustainable” and takes too long respond to call outs’ (7
May 2018) Wales Online;
Daniel J Mitchel, ‘Poverty, the Welfare State, and the
Failure of Centralized Government’ (25 September 2015)
Townhall Finance.

| 11

Challenges of Administration
There is now arguably a greater mismatch than ever between the many responsibilities of
governments and their ability to meet the expectations of their citizens. National politicians
have impossible jobs. The combined challenges of the nation have effectively become the
responsibility of a small group of government ministers, senior civil servants, and heads of
government agencies.
Centralisation and the introduction of non-government service providers and agencies has
given central government responsibility for such an extraordinary range of complex functions
across 25 ministries, 20 non-ministerial departments, and hundreds of quangos, that it can
now be defined as an unwieldy conglomerate.
The range of issues that ministers and civil servants are expected to master in a short period
is incredibly challenging. No one could possibly have the knowledge, experience and skills
to manage such a diverse range of services and the problems that arise over time. Even
Parliamentary Select Committees have found it necessary to hold joint inquiries, because of
the complex overlaps that a single issue can generate.
See box 1 (page 13) for just a few of the challenges that government faces today, many of
which have been present for some time.

Diminished Role for Local Government
Local government in the UK, particularly in England, has been the subject of many
reforms and changes. Traditionally, councils in the UK tended to act on their own
initiative, providing services which they thought would best benefit their residents.
The 20th century saw local government turn from ad hoc administrations to a more
organised array of councils, ultimately focused on the delivery of public services. In the
1980s, centralisation reached its peak, as national government intervention greatly
affected local councils’ ability to spend as well as to raise revenue and debt.
Although the last two decades have seen various forms of devolution and localism—
most recently the introduction of directly elected mayors—these changes in structure
have arguably not had the desired impact on people, nor have they simplified the job of
central government. In fact, local government in the UK has seen its powers drastically
reduced, and has effectively become a delivery arm of national policy, relying heavily on
central funding. The emergence of external forces affecting the current political debate,
including our decision to leave the European Union, means that it is time to readdress
decisions about powers and local control.
Local government is too closely linked with central government, which provides 95%
of its funding,26 and has to carry out national policies and functions mandated by the

26
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OECD, Revenue Statistics—OECD countries: Comparative tables (2016).

Examples of diverse challenges faced by ministers
Healthcare

Education

Managing waiting lists and access to health services

Improving literary & numeracy

Reducing rate of avoidable deaths

Ensuring adequate teacher workforce development

Avoiding overprescribing of opioids

Appropriate financial support for students

Young persons’ mental health

Effective apprenticeship programmes

Managing obesity levels

Finance

Efficient procurement
Care for the elderly
Retention of doctors
Solvency of care homes
Use of AI technology

Governance
House of Lords reform
MPs' expenses

Prisons

Managing the deficit and national debt
Simplification of the tax system
Increasing productivity across the economy
Managing expenses at the Bank of England

Pensions
Ensuring sustainability of public pensions
Promoting savings for personal pensions

Transport

Managing recidivism

Delivering infrastructure programmes on time and on
budget (e.g. third runway at Heathrow and HS2)

Reducing drug abuse

Reducing road congestion

Reducing overcrowding

Environment

Minimising violence against staff & inmates

Reducing plastics pollution
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centre. In the UK, the powers of local government to raise revenue are very limited. At
1.6% of GDP, subnational tax revenue as a percentage of GDP in the UK is well below
the OECD average of 8.8%.27 As a result, 61% of the public doubt the independence of
decentralised organisations when their budgets are set and their funds are provided by
central government.28 The Coalition Government’s Localism Act sought to empower local
governments and communities in England, but did not address the issue of local tax
raising powers.

Poor Outcomes
There is little evidence to suggest that this long-term centralising trend has made
government programmes neither more effective, nor more responsive to the needs of the
people they serve.
Public sector productivity has increased by only 1.2% since 1997, compared with 25% for
the country as a whole.29 Many public services are facing serious problems, and some,
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27

OECD, Subnational Government Structure and Finance: SNG
revenue by type (2015).

28

PwC, Who’s accountable now? The public’s view on
decentralisation (2014) 17.

29

ONS, Growth rates and indices for total public service
output, inputs and productivity: Table 1 (18 February 2016);
ONS, International comparisons of UK productivity (ICP), final
estimates: 2015 (5 April 2017).

for example health, social care, and social housing, appear to be unsustainable. It is the
poorest who suffer most. For example, the education system fails very vulnerable young
people: in 2015, 75% of former care leavers were not in employment or training.30 In
health, lower socio-economic groups have significantly worse outcomes and lower life
expectancy.31 There are an estimated 140,000 vulnerable children who were referred for
social care but did not meet the threshold for support.32 Older people with low incomes
are more likely to become homeless.33

Governance
All these issues relate to fundamental questions of governance. Good governance, which
is the aim of politicians, and the desire of citizens, requires power and decision-making
at the right level, from national to local, to communities and families.
This study started by examining the changing role of government over the last 150
years. One change immediately stood out above all others. Previously, responsibility
and authority for providing services and solving problems was spread across individuals
and families, thousands of civil society self-help organisations, and hundreds of local
authorities. Today, government is characterised by the centralisation of power, where
national bodies dictate policies to subnational delivery arms.
Given the growing scale of public antipathy towards authorities, we believe it is time to
re-examine the implications of this imbalance, and how we can make government more
effective—and above all accountable—to the people it serves.
This report aims to review the state of governance in the UK, to explore how we can
maximise accountability, improve responsiveness and strengthen local communities. It
has not been conceived to criticise the role of so-called ‘big’ government versus ‘small’
government. Rather, we examine how we can make government work better, and in
doing so renew the essential bond between the people and our institutions.
We will explore the principle of subsidiarity (that decisions should be made at the lowest
practical level) and argue that it is an underappreciated concept in modern governance.
We seek to illustrate the potential for subsidiarity to empower localism and decentralise
power to the benefit of the individual and the community.
The remainder of this report is structured as follows:
The UK Governance Challenge: In this section, we analyse some of the challenges
contemporary UK governance is facing. In the UK, legitimacy is threatened by a lack of trust
in government. Accountability is fragmented, as fiscal devolution has not accompanied
devolution of powers and responsibilities. This has resulted in a central government which tries
to deliver too many services in an unresponsive manner, and led to disengaged communities.

30

Department for Education, Children looked after in England
(including adoptionand care leavers) year ending 31 March
2015 (1 October 2015) 11.

31

Caroline Brogan, Early death and ill health linked to low
socioeconomic status (31 January 2017) Imperial College London.

32

Action for Children, Revolving Door Part 2: Are we failing
children at risk of abuse and neglect? (2018) 4.

33

Equality and Human Rights Commission, Socio-economic
inequalities in older people’s access to and use of public services
(December 2009) 14.
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Limitations of Devolution and Localism: In this section, we first explore the history of
devolution in the UK, how it has lacked coherence and is yet to deliver on its promises.
Localism and the Big Society were ideas that were meant to do more to empower local
government and communities, yet failed to transfer power down meaningfully. In recent
years, power has been devolved downwards, but this has not been matched by fiscal
devolution. Further details of the history of UK local government and devolution are
provided in a companion paper: History of UK Devolution and Local Government.
Limits of Federalism: In this section, we review how federalism has operated around
the world, which has tended to be defined by the centre. Countries such as the United
States, Australia, Germany and India have evolved into federal states, and each have
struggled with balances of power over the last several decades. On the other hand,
Switzerland is the closest a federal system has come to adopting the principle of
subsidiarity. Further details of the Swiss federal system are provided in a companion
paper: The Swiss Confederation.
An Opportunity to Empower People: In this section, we outline the principle of
subsidiarity and how it could be applied in the UK to address the challenges outlined. By
moving power to the lowest practical level, government may be in a stronger position to
recapture some of the core characteristics of good governance: legitimacy, accountability,
transparency and responsiveness, empowering communities in the process.
Discussion: We conclude by considering the challenges involved in applying the
principle of subsidiarity in the UK context, and outline the future work of the Legatum
Institute’s Effective Government programme.
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The UK Governance Challenge
In the eyes of many, the evolution of central and local government has yielded mixed results,
and has not necessarily delivered better government.
This section explores the extent to which legitimacy and trust, accountability, and
responsiveness are playing out in this new system. It concludes with an assessment of the
extent to which communities are engaged and empowered, which are essential components
of effective government.

Legitimacy and Trust
Legitimacy is the social contract between citizens and elected officials which helps sustain
the rule of law. It motivates people to follow laws and adhere to norms. It recalls the idea of
the demos—the peoples’ right to decide matters for themselves or to vest power in a higher
authority to decide on their behalf.
In many developed countries, voter trust is in decline. The UK government is facing record low
levels of trust and interest in the political process. Today, only 36% of people in the UK feel they
trust government.34
The nation appears increasingly divided; two years on from the EU referendum, the issue
continues to be a source of discord. Calls for House of Lords reform are getting louder,36 while
the leader of the Scottish Government continues to question the representativeness of the
UK government.37 As a result, the government’s legitimacy—and that of political elites more
generally—has been called into question.38

Accountability and Transparency
Accountability is a cornerstone of legitimacy. It is the ability of voters and lower levels of
government to hold higher levels to account. Transparency enables citizens to access up to
date information about government decisions, legislation and budgets, forming the basis for
accountability to ensure that elected officials act responsibly. Within the UK’s government
performance rank in the 2017 Prosperity Index, it ranks 96th in the world in confidence in
national government.39
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Accountability overall
The UK system of governance is structured in such a way that leaves most of the ultimate
power in the hands of central government. 80% of people feel they have “not much”, or “no
control” over decisions that affect the country.40

Confused responsibility
Responsibility for delivering many services has been decentralised, but revenue raising to
pay for them has not. Of all OECD countries, the UK has the lowest level of tax autonomy
for local government.41 Local authorities receive only 5% of their funding directly from
the local people they serve and 95% from central government.42 Therefore, they are now
effectively more accountable to central government than to the people and communities
they serve.43 This prevents local councils providing services that meet the specific needs of
their individual community.

“Whether in local or national government, it is essential that accountability
mechanisms are clear, and the public know whom to contact about
unsatisfactory services.” 44
The overlap between central and local government is so complicated that it is unclear who
to hold to account over certain issues. The Parliamentary Health Service Ombudsman (who
also has responsibility for public services) found that 40% of people who are unhappy about
public services do not bother to complain due to complexity.45 61% of the public doubt the
independence of decentralised organisations when their budgets are set by central government.46
While all political systems are complex, the UK currently contains up to five levels of
government in some areas (from the European Union down to parish councils). Powers and
fiscal responsibilities differ greatly across the country, between combined authorities, unitary
authorities, local councils, among other entities. Importantly, fiscal responsibilities decrease
further down towards local government, while power responsibilities—particularly to do with
local planning—often do not.
The conglomerate nature of government has increased complexity, and often not led to the
efficiency gains from consolidation that centralisation may offer. The range of private and
voluntary actors which contribute to areas as diverse as health, transport, education and
welfare add to the complexity. Despite this, the public largely sees central government as
primarily responsible for local situations.47
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Transparency
Central governments often struggle with making information public, and greater
transparency is often thought of as a threat to the effectiveness of decision-making.48 This
thinking stems directly from the ‘elite capture’ that can distort national policy-making, which
leads to well-funded interest groups lobbying national government.49 A lack of transparency
reinforces concerns over a lack of accountability. Research shows a clear link between greater
media freedom and reduced corruption levels.50 Local newspapers, considered as among the
most trusted information sources,51 are facing annual double-digit declines in circulation.52
Complexity compounds voter confusion. Because the UK is so centralised, the individual
elector has less of an influence over a given election, creating a disincentive to be well
informed.53 This reluctance to engage has contributed to the feeling that governments do not
operate openly—a sentiment with which six out of ten people in the UK agree.54

Responsiveness
Responsiveness is the speed with which government acts or reacts to meet the changing
needs and interests of its citizens. It is one of the primary ways by which governments are
held accountable. The role of government is to provide appropriate services to meet the
diverse needs of each community in order to achieve the wellbeing of the individual and
social cohesion.

“In a world where people are making informed choices about almost every aspect
of their life, amplified by the opportunities brought by new technology, public
services have to be equally responsive to people’s demands if they are to retain
people’s trust.” 55

Responsive to needs
The management challenge is overwhelming for the centre, resulting in an emphasis
on process rather than people’s needs. OECD data shows that 48% of governments see
consulting the public before confirming laws or statutes as “something that could delay
decision-making”, while 30% see such procedures as “managerial overload”.56 Citizens
feel increasingly disillusioned with government policy choices. 67% of people agree that
governments do not deliver on policy promises that protect “average people”.57
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The recent Coalition Government identified the need to abolish “unjustifiable and
unaffordable systems of top-down control” in order to simplify regulations and reduce
bureaucracy.58 In 2011, there were over 1,300 local authority statutory duties,59 evidence
of services being highly regulated by national guidelines. Local councils are therefore used
as delivery arms of national policy, set by central government. They are not necessarily
executing services in a manner responsive to community needs. Housing supply, for example,
is traditionally an area which is particularly slow to respond to demand. In part, this has been
due to the “extraordinarily inflexible planning system” in the UK.60

“Trying to put things right, Whitehall became preoccupied with bureaucratic
mechanisms designed to enforce, monitor and report on the implementation of
their increasingly detailed instructions. For their part, service providers subject to
central command became preoccupied with compliance—if only to escape the
blame for the failure of central government policies.” 61

Addressing differentiation
The profiles of communities can vary widely. For example, within England, there are nine city
regions, with populations ranging from 600,000 (Bristol) to nine million (London). The rural
population is ageing faster than the urban population, and there remains a divide between
north and south in terms of cost of living and public health outcomes.62
It is impossible for central government to respond quickly to the diverse needs of over 9,000
UK communities—parish, borough, metropolitan and county councils. In a time where
people’s interests in politics is most affected by locality, age, class, and other personal
characteristics, policy makers are failing to deliver a differentiated approach that takes into
account diversity.63 As an example of a community group which has not benefitted from a
‘one-size-fits-all’ approach, the current approach from medical practitioners towards mental
health fails to address the specific needs of BAME communities. Cultural stigma has led to a
slower uptake of services from this key group.64 Research has shown that BAME individuals are
far more likely to experience negative outcomes from mainstream mental health services.65

Monopoly services
The UK government has a virtual monopoly on provision of many essential services. A
2011 report from the Department for Communities and Local Government recognised
the need for a diverse range of public service providers. Citing the example of personal
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budgets within social care, the report stated that choice and competition are significant
drivers of improvements in quality and efficiency in the public sector.66

“Public sector monopolies not only limit the choice available to service users, but
ration the opportunities available to other potential providers—especially those in
the voluntary sector.” 67
“To improve the quality, responsiveness and efficiency of public services we
therefore need to break open the public sector’s monopolies.” 68
Monopolies lack external performance comparisons and have no competition. Therefore,
they face no threat of customer loss or bankruptcy. Highly prescribed targets and similarity
of service provision stifles innovation, eliminates the benefits of competition, and removes
a necessary discipline on governments.69 Without competition, organisations tend to
become self-serving, inward looking, and wasteful. To quote a recent example, the Public
Accounts Committee described the programme introducing offender-monitoring tags as “a
catastrophic waste of public money”.70 The National Audit Office also criticised Ofsted for
not providing “value for money”.71
Even where power has been handed to private delivery arms, the refusal to allow these
institutions to fail means that although profits are being privatised, risk remained
nationalised. Most notably, in both healthcare72 and transport,73 service providers have been
subject to recent bailouts from the government.

“Restricting diversity of provision means there is less innovation—and therefore
improvement in service delivery; less variation—and therefore response to local
conditions; and less competition—and therefore progress on efficiency.” 74

Civic Engagement
In any system of governance, civic engagement and participation is essential. Citizens are
more than consumers or service users. As members of society, citizens need to take an
active role in shaping their society. People with a sense of responsibility tend to create more
cohesive societies.75
Within the civic participation indicator in the 2017 Prosperity Index, one of the UK’s weaker
variables is ‘voicing opinion’, where it ranks 34th in the world.76
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“This centralisation of power has made people passive when they should be active
and cynical when they should be idealistic. This attitude only makes things worse—the
more people think they can't make a difference, the more they opt out from society.” 77
The long-term pattern of government centralisation has taken from families and
communities the responsibility and opportunity to make decisions about many important
aspects of their lives—education, housing, pensions, health, and care in old age. Previously,
specific problems would have been tackled by individuals and families, self-help civil society
organisations, or else by local governments serving the specific needs of their community.

“Decades of disempowering government have suppressed initiative, undermined
incentives and multiplied the excuses for not getting involved (or for saying ‘no’
to those who do).” 78
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This observation is not new, and for more than a decade had been part of the political
debate. In a Fabian Society publication on localism, Hazel Blears, then a Home Office
minister, had explored significant empowerment of local communities:
“We need to be clear, public ownership should mean exactly that: ownership by
the public. I mean real, tangible ownership by local communities of significant
sections of the public services.”79
David Cameron, as leader of the Opposition giving the Hugo Young lecture at The Guardian in
2009,80 highlighted that people do not feel in control of their lives, and communities are not
empowered, stemming from government that had rapidly grown and centralised, creating
“not social solidarity, but selfishness and individualism”.
Most of the “perverse incentives”81 he identified that discouraged people from taking control
of their own lives still exist today. Despite a renewed localism agenda and the establishment
of regional and city mayors, there has been little change over the last decade.

Conclusion
Combined, the moves of the last two decades have not had a common underlying theory
of governance supporting them. Each of these reforms—City Deals, regional assemblies,
combined authorities—have resulted from different political initiatives.
The consequence of this lack of underlying theory is that fiscal powers have not followed
decentralisation. Because local authorities have limited revenue raising powers, central
government by necessity provides the majority of the funding, which has had a significant
impact on legitimacy and accountability at the local level.
Communities have become disempowered. With public services more than ever being
unresponsive to local needs, it is no surprise to see low levels of trust and civic engagement.
While previous governments have recognised this problem, they have yet to engage
meaningfully with it.
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Limitations of Devolution and Localism
The challenges raised in the previous section are not new ones, or necessarily unique to the
UK. Measures have been taken to address issues of legitimacy, accountability and community
engagement including devolution and the Coalition Government’s localism agenda. The
UK appears to be bucking its historic trend of centralisation by devolving powers to select
regions. However, it has yet to strike a consensual balance. A 2014 survey found only 18%
of respondents agree that the balance of power between central and local government is
appropriate.82
In this section, we review these different approaches and assess how well they have managed
to distribute power and responsibility effectively, and in a way that empowers communities.
Further details of the history of UK local government and devolution are provided in
companion paper: History of UK Devolution and Local Government.

Devolution
While the UK has historically been one of the most centralised states in the developed
world, the recent push for devolution has the potential to arrest a historic bias towards
central government. However, these reforms have been asymmetric, leaving inconsistent
approaches around the country.

National assemblies
The process of decentralisation started in the UK with giving more powers to the component
nations of the UK. The Blair Government ushered in sweeping changes to devolution
throughout the UK, moving towards a federal structure, but without having reformed the
governance of England and the UK Parliament. Significant powers have been devolved to
Scotland and London, and less so to Northern Ireland and Wales. While they vary greatly in
their scope, devolution in England, outside London, is unfinished business.
The inherent structures of the UK government have not been transformed and local interests
are still not protected. This is not a reflection of the weakness of decentralisation, rather of
badly designed reform. Edinburgh Councillor Cameron Rose has said devolution “has fostered
a burgeoning bureaucracy”,83 while Welsh Government minister Huw Irranca-Davies said the
Wales Act in 2016 was “complex and bureaucratic”.84

The West Lothian question
The asymmetry of devolution has challenged the legitimacy of the broader settlement. For
example, the UK Parliament is particularly struggling to improve legitimacy within England,
the only area of the UK without a nationally devolved legislature. MPs from Scotland, Wales
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and Northern Ireland have disproportionate influence in the UK Parliament. The ‘English
votes for English laws’ (EVEL) measures, adopted in 2015, aimed to meet the demand that
“English interests be given greater consideration in Parliament”.85
Since its introduction, however, EVEL has been criticised for both undermining the status
of MPs outside England, and for not facilitating an effective expression of England’s voice
in Parliament.86 Its complexity has also damaged the legitimacy of Parliament, which is
otherwise aiming to make parliamentary proceedings more accessible and transparent.87
How the procedure will work in practice when there is a change in government has yet to be
tested. As long as there is no constitutional basis for its use, it runs the risk of being ignored
for political expediency. According to Gover and Kenny, the question remains whether
EVEL will be the impetus for a broader discussion about the English issue within the UK
parliamentary structure.88

Localism and the Big Society
In 2010, the Coalition Government recognised that they had to do more to empower
communities and local government. There were two parallel strands to this thinking: the Big
Society initiative and the Localism Act.

“There are three reasons why we want to strengthen this democratic kind of
accountability:
Firstly, because it forces service providers to focus on the local people and places
to which they owe their first allegiance. Secondly, because it gives citizens a good
reason to re-engage with what goes on in their communities. Thirdly, because it
displaces the top down bureaucracy of accountability to the centre and therefore
control by the centre.” 89
When David Cameron first introduced the idea, he stated that there “must be a new focus on
empowering and enabling individuals, families and communities to take control of their lives
so we create the avenues through which responsibility and opportunity can develop.”90
In tandem with the Big Society, there was a plan to decentralise power down through
local governments through the Localism Act. The Department for Communities and Local
Government reimagined the relationship between government and local communities,
stating that central government functions best when it devolves power, money and
knowledge to the local level. These included local representatives, frontline public service
professionals, charities, community groups, and neighbourhoods.91
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“We want control of public services to be as close to people as possible. Wherever
possible we want to decentralise power to the individuals who use a service. But
where a service is used by a community collectively, the control over services needs
to be exercised by a representative body. In these circumstances we are clear that
the principle should be to decentralise power to the lowest appropriate level.” 92

The case for decentralisation was that in the huge hierarchy of central government, money
wasn’t being spent because of bureaucracy; national blueprints weren’t allowing for local
solutions, and that there was now a great distance in the UK’s democracy between the
government and communities.93
However, the Government was unable to meaningfully transfer power down to a local
level. The Localism Act was meant to change the nature of local governments, but failed to
challenge the deep-rooted centralisation of power and fiscal responsibility in the UK.94
The Big Society Audit of 2015 outlined that a failure to establish a meaningful relationship
led to the sector’s declining influence and sense of partnership with government.95 The Third
Sector Research Centre had identified this problem as early as 2013, when participants from
the sector saw it as overwhelmingly a ‘top-down’ politically contested narrative.96 The audit
identified the state needing to shift from being a manager of public services to an enabler,
helping to deliver.97 One of the other challenges to effective implementation of this agenda
was the lack of reform of local government. Without a local government counterpart with
sufficient capacity and authority, it was very difficult to drive community-led empowerment.

City Mayors
In recent years the structure of local government has changed again, both increasing and
reducing local accountability in the process. Up until 2011, nine regional government
offices and regional development agencies covered the whole of the England.98 These were
abolished and, in their place, local enterprise partnerships were created in some areas, and
later, City Deals and the election of regional mayors in others.
The resulting decentralisation is very asymmetric. There is a split between single-tier
unitary authorities and two-tier district and county councils. Directly elected mayors
now govern close to 20 million people in metropolitan England, but their powers and
responsibilities vary greatly.
Some power has been devolved to the national assemblies and to regional authorities,
but this has not been matched with fiscal devolution. Without proper revenue-raising
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powers, local administrations are still reliant on the centre. Cities have greater freedom
over how to spend government grants, but this had led to greater borrowing, and often
increased regulation.99
Meanwhile, the devolution undertaken through City Deals has often meant moving powers
from low levels of government to more distant levels. In the Leeds City Deal, five local
authorities are moving to a combined authority model.100 Hence, in some ways power is also
being distanced from the people; rather than devolving down, it is introducing an extra layer.

Conclusion
Devolution in the UK, started by the Labour Government and continued by the Coalition
Government, was meant to resolve some of these governance challenges—most significantly
with the creation of the Scottish parliament and national assemblies, and more recently with
selected cities and regions. One implication of the developments over the last two decades is
that the UK is turning itself, albeit slowly, into a form of quasi-federal state.
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However, no individual function has been completely transferred, although many functions
have been partially transferred. Be it across housing, education, transport, or any other
devolved power, central government, reluctant to let go, now develops national policy
which, by necessity, includes carve-outs for devolved areas of the country. This has
significantly increased the complexity of policy-making.
This reform has not led to the strengthening of communities. The process has come from a
central drive, rather than from local demands; in many cases it has also withdrawn power
from the lowest levels of government. Furthermore, it has suffered from a piecemeal
approach. Each of these reforms—City Deals, regional assemblies, combined authorities—
have resulted from different political initiatives, without a clear plan underpinned by
coherent principles.
The next section reviews whether those nations with a more defined and coherent form of
federalism have been able to deliver more for their communities.
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Limitations of Federalism
An alternative to piecemeal devolution could be federalism. Other countries, such as the
US, Australia, Germany and India, have evolved into federal states as a means of balancing
power. However, the experience of these other federal states shows that in such structures
power still emanates from the top, and the long-term trend from each of these examples has
been to centralise.
In this section, we outline the potential value of greater coherence in the governing framework,
but also its limitations as a means of empowering communities.

Balance of Powers
Federalism is at heart a system of power distribution across layers of government, rather than a
more holistic approach to governance that also considers the role of communities and people. It
has been defined as “a system in which the power to make laws is divided between a centre and
regions … The regions are intended to be as free as possible to pursue their own interests.”101
Most federal states operate in a sort of hierarchy of powers, whereby the most senior level
of government operates at the top, with sovereignty over the whole territory. Lower down, a
regional government will be responsible for a smaller territory, and often has a more limited
scope of powers. So it proceeds further down, with local government typically the lowest
level of government. At a base level, this is how government functions in some of the world’s
notable federations. In the US, prior to the Constitution of 1787, states had a significant
degree of sovereign power over their own territory. With federation, in a sense this was
reversed, with sovereignty being transferred to the central, federal government.
The division of powers in a federation is often prescribed by a written constitution.
Many federal constitutions protect the regional sub-units from central intervention, while
prescribing duties of the federal government towards lower levels. Having intermediate levels
of administration between the central authority and the people is one way of managing the
pressure between the centre and the local.
Federalism’s emphasis on decentralisation naturally limits central government. While it is
acknowledged that some decisions can only be made at the highest level of government,
properly applied, federalism allows for a balance to be struck between local and central.
Recognising when this is the case is one of the key challenges of any federal government.
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Centralising Tendencies
The governmental systems such as those of the US, Australia, Germany, and India reflect
different experiences with federalism. Typically formed on the basis of compromise—economic,
cultural, religious or otherwise—power in a federation tends to lie at the top of a governmental
hierarchy, delegated outwards to smaller governments throughout its territory.
A federal structure, over time, is seen as a way of binding the nation together. According to
Bryce’s Law, “federalism is simply a transitory step on the way to governmental unity.”102 In
practice, federalism often fails to capture the essence of strong communities, and centralises
under the auspices of harmonisation, national unity and fiscal pressure.
This theory has been tested by Popitz, who contended that over a prolonged period there
must be a centralising trend of revenue collection.103 This fiscal federalism suggests that, as
long as federal governments are responsible for macroeconomic functions, e.g. taxation,
income redistribution, insurance to underperforming regions, local governments do not have
the flexibility to perform effectively without being reliant on the centre.104
Practical experience shows that in order to re-apply some of the fundamental principles
of subsidiarity, federations have to match administrative powers with significant fiscal
autonomy. This may be the most effective way of managing the relationship between
the centre and the periphery in a federation. However, throughout the 20th century, tax
centralisation increased consistently around the world,105 and federal systems have not been
notable exceptions to this trend. Switzerland, while still experiencing some centralisation,
does show how a greater focus on meaningful decentralisation can deliver better outcomes.
And it is to this example we now turn.

Swiss Exceptionalism
The Swiss Confederation is the system of governance that comes closest to empowering
local communities and people. Significantly more responsibility lies with local communities,
and it delivers some of the best social outcomes in the developed world.
The Swiss Confederation is structured according to a typical separation of powers; the
bicameral parliament represents both the people and the cantons, whilst the executive
branch of the Swiss confederation is comprised of a seven-member Federal Council. The
Confederation is responsible for a narrow set of functions, including national security, foreign
affairs, monetary policy, and energy policy.
Cantons are highly fiscally autonomous, with significant revenue raising powers. In
addition, the Swiss federal budget is effectively a transfer budget—most federal money is
redistributed to subnational governments, using a mechanism called ‘fiscal equalisation’ to
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reduce cantonal differences in capacity. Almost 75% of total central government spending is
transfer expenditures.106 Nonetheless, regional differences are accepted as part of the Swiss
structure of government.
Municipal jurisdictions can vary greatly in size, but on average they are very small. Municipal
autonomy is highly important in Switzerland; lower units organise themselves (and coordinate with each other to deliver services efficiently), while higher levels of government
take on powers only when absolutely needed.107
Public service outcomes in Switzerland are high across several sectors, including health,
education and transport. Public service delivery in Switzerland is noted for its excellence.
In health, Switzerland reports excellent patient satisfaction, and impressive healthcare
outcomes.108 Swiss educational attainment rates are higher than the OECD average.109 Its
railways topped a performance report among European nations.110 In terms of wellbeing,
Swiss regions fare better than the OECD average in all 13 of its wellbeing indicators.111
Swiss notions of community in the country are also very strong. According to the OECD
Better Life Index, Switzerland scores highly in their quality of support network for individuals,
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as well as gender and social inequality.112 Switzerland is ranked fifth in governance according
to the 2017 Prosperity Index. Satisfaction with democracy is notably high. Roughly 80% of
Swiss citizens expressed confidence and satisfaction with their government, the highest among
OECD countries,113 a reflection of the link between direct democracy and political trust.
Switzerland is undergoing a certain degree of centralisation. Over time, the idea of a Swiss
national identity has grown and evolved.114 The 1999 constitutional reform put more
emphasis on the principle of shared rule, rather than autonomous rule of the cantons.115
Federal competences have increased in education policy,116 and fiscal harmonisation across
cantons has now been applied. Even in language, where, as a means of finding common
ground between the four language groups (German, French, Italian and Romansh), English
has even begun to serve as an intra-national lingua franca in the Swiss public space.117
Switzerland is a relatively small country, and as many countries, its political structure is the
result of historical and cultural development. Nonetheless, lessons can be learnt from their
structures, decision-making processes, and community-driven mindset. It does represent
about the most successful example of the application of subsidiarity in the world. Indeed, it
is one of the few written constitutions in the world that specifically references subsidiarity.
In the next section, we will explore the potential for greater adoption of the principle of
subsidiarity in the UK.
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The Opportunity to Empower People
Addressing the challenges of UK governance requires a level of structural reform, both to
re-empower individuals, families and communities, and to give political decision-makers and
those who implement them those roles where they can contribute more effectively to the wellbeing of the nation. A potential way of addressing the governance challenges in the UK would
be to continue the trend of devolution, but to do so in way that is more in accordance with the
principles of subsidiarity.
Around 20 million people live now under a model of a directly elected mayor, representing
40% of the population of England. Metro mayors have already given local communities the
authority to choose leaders who can work for them. But has the reform enabled directly
elected officials to develop solutions that respond to the needs of the community?
In this section, we outline the principle of subsidiarity and how it could be applied further in the
UK. By moving power to the lowest practical level, government may be in a stronger position
to recapture some of the core characteristics of good governance: legitimacy, accountability,
transparency and responsiveness, as well as empowering communities.

The Principle of Subsidiarity
Definition
Subsidiarity is the idea that decisions should be made at the lowest practical level, in order to
benefit local communities and individuals. Higher levels of government should be responsible
only for functions which cannot be adequately executed at the lower levels.

Empowering individuals and communities
The principle of subsidiarity is based on the inherent value of the individual, the family, and
the community, which exist as the pre-eminent powers within a nation. Community is at the
centre of this relationship—for, according to subsidiarity, larger associations help create the
conditions for the individual to flourish.118 These larger groups must be oriented towards the
autonomy of the lower entities, and ultimately the people.
The principle of subsidiarity advocates bottom-up sovereignty, thereby stressing the legitimate
mandate of local government to act in the best interests of individuals and communities. By making
government as accountable as possible to people, it expresses the tension between individual
responsibility and a higher level of government intervening under certain circumstances.
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Balance of power
With true subsidiarity, each component of society—individuals, families, communities—
delegates responsibility for functions that they cannot perform effectively themselves to
a higher level of government, and where possible raises the funds to pay for them. Thus, the
higher level of government can be held accountable, and can increase its powers or raise its
income only with the agreement of the level below it.
The key aspect of subsidiarity is identifying the lowest practical level where government
authority can be applied, and where there is capability to do so. This may be parish councils
for very granular issues, up to districts or metropolitan counties for issues of greater regional
concern. According to Jean-Paul Faguet, decentralisation is most effective when it focuses on
powers with low economies of scale, devolved taxation, and prohibiting bail-outs.119 Applying
subsidiarity would maintain central government responsibility for social cohesion and aid
at the lower levels, and also high-end functions that local levels of government cannot
administer effectively, such as defence, security and foreign policy.

Implications
Applying the principle of subsidiarity increases citizen voice through subnational government,
which has the power to directly affect local communities. Local government should enable
families and communities to achieve their aims. Paradoxically, subsidiarity can allow for
groupings at a higher level to take responsibility for social cohesion and aid at the lower levels.
By decentralising and empowering localism, governance can be strengthened through increased
legitimacy, accountability, transparency and responsiveness.

Improving Legitimacy and Trust
Lower levels of authority govern closer to the people; and in a democracy where consent
emanates from the bottom, they are more likely to be legitimate because of this proximity.
80% of people in England support having more powers devolved to local areas.120
In a democracy, legitimacy is derived from the bottom: ‘We the People’, as the US
Constitution famously ascribes. The people, those who are governed, give legitimacy through
their consent to those they elect to represent them. This goes back to the idea of the demos,
the public, whose right it is to decide matters, or to vest power in upper authorities to decide
on their behalf.
In the UK, localism matters. 70% of Britons define ‘local’ as their immediate village or
town, and a third live in the same village or town in which they were born.121 Community is
therefore vital to ensure that government serves and aids the lower levels: one of the key
principles of subsidiarity.
The UK may stand to benefit from an increase in legitimacy through subsidiarity, by engaging
citizens in the governing of their community, the area of politics of most relevance to them.
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Subsidiarity in Business
Subsidiarity is not just a social principle, as it has
also found its place in modern commerce. It creates
autonomy in the employee/employer relationship.
Empowerment and trust are crucial.
Businesses are in many ways communities. Employees
and employers require clear lines of responsibility to
allow the individual to exercise initiative, innovation,
and personal development. By providing this
responsibility to an employee, that person is far more
likely to work effectively, engendering a culture of
initiative, ingenuity, and cooperation.
Empowerment is key to this relationship in a business.
Giving control to an employee over an entire aspect
of work, rather than a partial aspect, provides
satisfaction at a human level. It can also contribute to
business performance, quality, and profitability.121 This
provides a tangible connection between the agent
and the company; an emphasis on the common good
is instilled in every employee.

In the current age of globalisation, businesses
benefit from localising and providing tailor-made
solutions to diverse customer bases around the
world. It has clearly caught on: according to
Deloitte’s 2016 report Global Human Capital
Trends, only 38% of companies are still operating
in traditional functional hierarchies.123 This ‘rise of
teams’, aided by ease of communication and rapid
technology growth, empowers business units and
individuals to work autonomously.
Importantly, subsidiarity presupposes that the
subordinate parts are arranged around a centre. The
centre is small and does not interfere; it is called on to
resolve only a handful of decisions, and power generally
lies elsewhere in the organisational structure.
Businesses have a natural advantage in this
arrangement, for they can easily assert common
goals and sub-units can work according to these
aligned objectives.
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Timpsons, the shoe repair
retailer, has no senior
management head office
structure, with capital
expenditure the only
centralised decision.124
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Lower levels of authority govern closer to the people; and in a democracy where consent
emanates from the bottom, proximity enhances legitimacy. Public officials have fewer
opportunities to abuse power when responsibilities and resources are transferred to lower
levels.125 79% of people already trust councils to take decisions.126

Increasing Accountability and Transparency
Proximity
When services are performed at a local level, there is greater awareness, capacity and
interest from citizens.127 At a macro level, it is difficult to hold central government to account
for detail; they deal only in aggregate, national problems. Local government can focus on
specific outcomes.

Clarity
The application of the principle of subsidiarity provides clarity over who is responsible for
what function. When people know who is making decisions, and who is accountable for what,
serving the needs of the local community, rather than taking the lead from national bodies or
standards, will be more likely.

Cost feedback
The principles of subsidiarity foster accountability when power and fiscal responsibility are
as close to the people as practical. Fiscal decentralisation is associated with higher national
income, higher levels of investment,128 and under certain conditions, more efficient public
service delivery.129 Given the current devolution of powers to mayoralties and other units, the
key challenge is to link tax raising powers with responsibility. The local government finance
settlement of 2016 emphasised the need for councils to be 100% funded by Council Tax,
business rates and other local revenues by 2020.130

Transparency
There is no accountability without transparency, which requires local detail to be meaningful.
As central government enables local service providers and institutions to respond to the needs
of their community, people need ready access to data to hold service providers and local
institutions to account.131
The Local Government Transparency Code has been in place since 2015, which includes
obligations and initiatives to record performance statistics,132 as well as standards for local
authorities to publish data openly.133 As a result, the transparency requirements of local
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government are greater than national government. Hence, the process of devolution would
naturally result in greater transparency.

Competition
A system of governance which promotes competition in delivery of public services will lead to a
better accountability, and higher-quality policy making. Decentralisation creates opportunities
for elected officials to demonstrate their ability to govern at the lower levels, in turn increasing
competition.134 This competition incentivises local officials to be aligned with local interests,
which “tightens the loop of accountability” between the public and the politician.135 The
Department for Communities and Local Government has stated that more diverse service
suppliers will strengthen democratic accountability. Decentralising should result in greater
choice, and the means to hold service providers to account.136

Increasing Responsiveness
Being closer to the community, and with fewer layers of bureaucracy, local government is best
placed to understand and respond to people’s needs. 73% think that local people should have
more say over public services, the local economy and environment.137 International research
confirms that local administrations are far better placed in targeting anti-poverty measures
than central government.138 Better outcomes can be delivered by local policy-making, with
communities the main beneficiaries.
Decentralisation allows service provision to cater for differences between preferences and
circumstances—for example, the residents of Buckingham may not necessarily have the
same priorities as the residents of Liverpool.139 An empowered local government can offer
different packages of public goods appropriate to the needs of local residents, and “ensure that
the knowledge of the particular circumstances of time and place will be promptly used”.140
The proper application of the principle of subsidiarity may well result in different outcomes.
Services tailored to local preferences, rather than being uniform, can provide maximum benefit
to the individual.141
Some parts of the UK are beginning to recognise the benefits of differentiated policy-making.
Universities in remote areas in England and Scotland have turned to network-based education
models, with several main campuses, offering educational expertise in areas related to the
needs of local labour markets (for example, rural healthcare).142 For BAME groups, “pockets of
good practice” in aged care are found in areas with high minority ethnic populations.143
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Sometimes giving authorities more autonomy and flexibility over spending is used as a
substitute for increasing budget overall. As part of the Localism Act, the Department for
Communities and Local Government advocated greater local freedom and flexibility over how
funding is spent.144

Increasing Engagement
Applying the principle of subsidiarity, promoting decision-making at the lowest practical level,
provides greater opportunities for participation and engagement. An increasing number of people
say that involvement at a local level is more important to them than at a national level.145 This is
also the level where they will most engage and where there is the greatest level of trust.146 Making
these key services more responsive to local needs, this sort of service delivery may ultimately lead
to more empowered people.
Communities also need to be ready to take responsibility. They require local government to
have adequate capacity and capability, rather than just responding to central government. If
local government has limited autonomy, it’s very difficult for it to engage meaningfully with
local communities.

Conclusion
The application of the principle of subsidiarity can help strengthen important characteristics
of good governance, including legitimacy, accountability, transparency and responsiveness.
Decision-making has undoubtedly become more complex, but anchoring it in local
communities is one way of delivering better services and improving outcomes. Governance
can be more effective when undertaken at the lowest practical level, where information is
more accessible; citizens have better access to the political process, and there are greater
opportunities for competition. At the same time, communities can be empowered through
the overarching structures guided by the principle of subsidiarity, which focuses on local
government driving solutions for local people.
Levels of confidence in the UK government continue to decline. Redressing the power away
from central government will be a first step towards reversing that trend. The approach to
devolution in the UK thus far is starting to demonstrate a stronger degree of accountability.
While people are generally sceptical of additional layers of government, voters seem to
become more favourable to the metro mayor model over time.147
The challenge will be to take this process further, based on understanding why the previous
efforts did not deliver. Two practical challenges, and two cultural challenges have emerged:
 The practical challenges are with respect to the powers of local government. Subsidiarity

is effective only when administrative and financial powers are decentralised. Local
government can only be held accountable by the community when it has to raise locally
the money to pay for the services it provides. If local authorities are to be the point of
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engagement for strengthened communities, they need to have sufficient autonomy
and capacity to act as an empowered counterparty. Under the current settlement,
they have neither.
 The cultural challenges are with respect to unwinding the embedded expectations of

government administrators and people. The relationship between the two needs to
become much more balanced. Governments derive their authority from the people, but
this works only when people are active participants in the process, exercising autonomy
where they can, and by being engaged citizens and consumers.
Whitehall can free itself from the everyday management of every aspect of public service
delivery in communities up and down the country. Perhaps most importantly, it can empower
people, by giving them greater responsibility and authority over the management of their
communities. Local government, with power passed down to the lowest practical level, would
be more accountable to the people they serve, and less beholden to Whitehall. This promises
to give local people greater influence and control over the services their local council provides,
as well as its performance. In doing so, subsidiarity could play a decisive role in restoring the
crucial link between the people and those who govern them.
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Discussion
The UK government and its counterparts around the world are confronted with choices
about how they should govern. Individual decisions to centralise power have each been
made in pursuit of political, social and economic objectives. There are often arguments
about the need to avoid postcode lotteries, the fact that only central government has
the financial wherewithal to provide a particular service, or that there are efficiency gains
from consolidation. Depending on their frame of reference, these arguments often appear
conclusive. However, the contention of this paper is that by taking a broader frame of
reference, the historic trend of centralisation is much more contestable—and indeed has
been contested by politicians from both the left and the right.
However, in doing so, they have failed to present an underlying set of principles. In particular
the concept of subsidiarity has largely been lost in contemporary political discourse,
particularly in the UK. However, there is evidence from around the world to suggest that
decentralisation, properly delivered, can lead to positive outcomes for service delivery.
Sharon White, when Second Permanent Secretary at HMT, recognised in 2015 that
“decentralisation tends on average to be more closely associated with both stronger growth
and better public services.”148
At the same time, several characteristics of good governance have been weakened. The UK
government has been challenged for a lack of legitimacy, accountability, and transparency.
Key to these challenges has been the feeling that the government is unresponsive to
individuals and local communities. The current approach of ‘one-size-fits-all’ policies fails
to recognise the different needs within communities. These shortcomings not only drive the
feeling of distrust that many now hold towards government, but threaten the very nature of
governance in the UK today.
Devolution over the last twenty years was meant to resolve some of these issues, but
the process of bringing decision-making closer to the people has been convoluted, and
not underpinned by any coherent philosophy. Now, with external forces again pressuring
the UK’s governmental structures, it is time to bring some of the ideas which have been
circulating for several decades back on to the table.
We believe that government action must be scrutinised and challenged by those affected by
the decisions. A key test for government, at any level, is how to be accountable to the people
over whom it governs. People must feel they can approach politicians at the right level to voice
their concerns. By emphasising individual participation, governments can provide a gateway for
more accessible consultative processes, and for fostering trust in decision-making. This is the
key to making governments accountable, downwards, to the citizens it governs.
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Federal states around the world—the US, Germany, India among them—each have large
and diverse populations, which a federation aims to balance. The trends to centralise differ
for each of them, but their experiences could offer lessons for proponents of federalism in
the UK. As we have shown, Switzerland has maintained a federation that is far more in tune
with the principles of subsidiarity. The evidence may suggest that it is not whether a country
decentralises, but how it does so.149 Subsidiarity is as much about community as it is about
government. It would require the government to meet to challenge of repositioning political
structures in the UK so the centre serves the local.
Across different levels of government, subsidiarity can best be applied when administrative
and financial powers are decentralised in complementary ways. When applied at the lower
levels of government, those who have been empowered by the citizens to make decisions
can best be held to account by them. Any practical application of subsidiarity would mean
identifying the most appropriate level of government to address different issues. Most likely
requiring a phased process, this will form a part of our future research programme.
By publishing this paper, we wish to kick-start the debate as to how we can re-empower
people and reboot the devolution movement beyond just government structures. We wish
to define a clearer philosophical commitment to the principle of subsidiarity that can guide
policy-making. We aim to bring together the multiple strands of the UK devolution policy
scene—from City Deals to free schools—to create a thoughtful structure that helps promote
diversity, innovation, efficiency and accountability. And, lastly, we want to help resolve the
challenge of how to motivate national leaders to feel excited about an agenda that would
seemingly take power from their hands.
Our future research at the Legatum Institute will explore two strands. The first, an analysis of
the structure of government in the UK, while researching lessons from other models around
the world—in particular to seek out successful applications of the principle of subsidiarity. The
second, an examination of selected policy areas in the UK to identify, at a more practical
level, what would be the potential for greater local responsibility and engagement. The topics
under consideration include: looked-after children, transport, and skills and the training levy.
We will bring together people with practical experience from a variety of sectors to help
us develop models of how to establish down decision-making at the most appropriate and
responsive level.

149

Jean-Paul Faguet, Caroline Pöschl, Is decentralization good for development? Perspectives from academics and policy makers (Oxford
University Press, 2015) 19.

| 41

About the Authors
Rt Hon Gisela Stuart
Gisela Stuart is Chair of the Legatum Institute’s Effective Government programme. She
served as the Labour Member of Parliament for Birmingham Edgbaston for 20 years between
1997 and 2017. She served as a health minister during Tony Blair’s first term as Prime Minister
before serving on a variety of Parliamentary Committees including Foreign Affairs, Defence
and Intelligence and Security. Gisela is Chair of our Effective Government programme,
which examines what the UK can learn from the most successful models of government in
operation around the world, in order to improve the outcomes of key public services, from
health and social care to education.

Hugh Carveth
Hugh Carveth is a Research Analyst within the Effective Government programme. Originally
from Australia, he has worked in commercial business in North America and Europe, most
recently as a Producer for Electronic Arts. With extensive international experience and a
keen eye for global affairs, Hugh is motivated by an understanding of how geopolitics and
governance contribute to prosperity around the world. Hugh holds a Master’s degree in
International Law and International Relations from the University of New South Wales.

42 |

LEGATUM INSTITUTE
11 Charles Street
London W1J 5DW
United Kingdom
t: +44 (0) 20 7148 5400
Twitter: @LegatumInst
www.li.com
www.prosperity.com

978-1-911125-34-1

9 781911 125341

JULY 2018

