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Context

Local government (special entities)

New York (1975)

Detroit (Michigan 2013)

• Long economic decline
• High level of  pension debts
• pension (though constitutionally protected) cuts
• Arts Collection
• Non-elected manager

=> Chapter 9 Bankruptcy Code



ESG

In local 
spending 
powers

In local 
investment

Factors of 
financial 
distress

Factors to 
overcome 
financial 
distress

ESG

Problem Uncertain definition

EU Taxonomy – Regulation 2024/3005 of  27 November 2024 on 
the transparency and integrity of  ESG rating activities

USA Asset financialisation

Municipal bonds – ESG ratings

England UK Taxonomy (consultation end 2025)

Green Gilt, ESG as a methodology



England

Local 
spending 
powers

ESG



• Past experience of  speculation

• Economic, social and environment well-being powers -> Localism Act 2011

• Statutory, mandatory and discretionary powers

• Public Service (Social Value) Act 2013

• Financial settlement negotiated between the HM Treasury and Departments based 
on the “need to spend” (until 2013)

• Auditing (constant changes since 2010, much delay) 





Source: NAO 2025



England

In local 
investment

ESG



Pensions?

98 Local Pension Boards

Section 5 of the Public Service 
Pensions Act 2013 and 
regulation 106 of the LGPS 
Regulations 2013

Consultation for a review in 
the investment strategy

£ 000Income during 2023-24
3,048,767Contributions - employees
10,523,090Contributions - employers
5,910,473Investment income
1,130,408Transfer values
58,911Other income
20,671,649Total



ENGLISH LEGAL FRAMEWORK

• 300 local government have declared climate emergency

• Climate Change Act 2008 (2019: 80 % ->100 %)

• Net Zero Target in 2050 (par rapport à 1990) 

• No statutory duty for local government to develop reduction plan

• No local carbon budget

• In practice
• Central local government – eg Local Net Zero Accelerator pilots 
• Private funding (organised through public private collaboration) – eg Bristol City Leap Community 

Energy Fund



England

ESG / local 
investments in 
England 

• CIPFA 2021 The Prudential Code for Capital Finance in Local Authorities -
Consultation responses and proposed changes = no to sustainability

• Public Works Loan Board (HM Treasury) - Guidance 2022 – borrowing to invest 
IF (1) Security; (2) Liquidity ; (3) Yield

• Key – preventing speculation; looking at addressing market failures

• Environmental – energy generation project (even outside the local government 
area); jointly invents in hydrogen production for vehicles with a private company.

• Social – housing, protecting jobs or preventing social decline 

• Governance – investments through third party (joint ventures, local owned 
entity)

• Fineline - eg costs of climate change can fall within ”service delivery” but only if 
the relevant asset is used for policy purposes ; regeneration projects can fall within 
the E and the S



Factors of 
financial 
distress

ESG



 Financial distress?

 Balanced budgets, or CFO will issue a “s.114 notice” 
(LGFA 1988, s.114(3))

 21-day consideration period (see Pt A1 moratorium)

 Restructuring plan and/or new commissioner

ENGLISH LEGAL FRAMEWORK





 ENVIRONMENTAL CONSIDERATIONS: 
 no specific factor, though some LA had to find 

solutions for high exposure to floodings
 Statutory vs discretionary services (park)

 SOCIAL CONSIDERATIONS: 
• Birmingham – equal pay dispute
• Staff and fixed cost reduction strategies, but no 

preferential treatment for employees

 GOVERNANCE CONSIDERATIONS: 
 no "yellow card" measures
 barriers to early detection of crisis and to timely 

intervention punitive approach and egregious 
governance failures).

ENGLISH LEGAL FRAMEWORK: AN
ESG CRITIQUE



England

Factors to 
overcome 
financial 
distress

ESG



Concrete examples

• From the top – National Wealth Bank

• From the bottom – Place-based net zero projects; 
new waves of  public private partnerships

• Exeter Liveable city (with UK Shared Prosperity 
Fund 2022-25 – successor of  the EU structural 
fund) 

• Low Emission Zones and Clean Air Emission 
Zones 

• UK Cities Climate Investment Commission (alliance 
of  key cities - Belfast, Birmingham, Bristol, Cardiff, 
Glasgow, Leeds, Liverpool, Manchester, Newcastle, 
Nottingham and Sheffield.)

Reforms of  local government

→ Reorganisation
• 2024 English Devolution White Paper
• Minimum population of  500.000 inhab.
• Realign public authority boundaries (police,

probation, fire and health services)
• Mayor’s overall oversight
• Questions: economies of scale? Transparency

of local governance? Problems of debts?

→ Funding
• Consultation seeking views on the approach to

local authority funding reform through the local
government finance settlement from 2026-27

• Link between “funding” and “needs”
• Integrated settlement



Reflections for Belgium 
(Wallonia and Brussels)



• Local finances and territorial organization
• Local reserves, 
• Municipal borrowing, 
• Local pensions 

• Financial difficulties 
• Audit and local standards?
• Need assessment 
• (yellow card; red card) 
• Remediation Plan
• Management Plan

• ESG as a methodology ?
• Local government as an economic actor (Procurement and sustainable 

development)
• Local government as a financial client

Legally different; key financial differences; yet common challenges

Source: Belfius



ESG, 
Law and 

local 
finances

• ESG : three distinct components, potentially
interacting differently with local finances

• Law : legal reforms could include more systematically
the three components and their interactions (eg need
assessment, more proactive detection of problems,
prioritization etc.)

• Local finances should not be neglected – local services
are frontline services shaping our day-to-day
environment; proportionatlity resources/competences
(article 9 European Charter on Local Self-Government)
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