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Various abbreviations are used throughout this briefing. A key is set out below.
AME i Annually Managed Expenditure

DEL i Departmental Expenditure Limit

GRG 1 General Revenue Grant (also known as General Resource Grant)
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NDRI i Non-Domestic Rates Income

NPD i Non-Profit Distributing Model

P+F 1 Police and Fire

SG i Scottish Government
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EXECUTI VE SUMMARY

The total allocation from the Scottish Government to local government in 2016-17 will be
£10,152.3m, a substantial reduction on the 2015-16 allocation of £10,756.7m, although some of
this reduction is due to reprofiling and other changes to capital expenditure.

Local governmentd6s percent age s h@peeenadepdntse Sc o
from 32.3% to 30.6% in 2016-17 (although once adjustments are made to allow a like for like
comparison, the percentage share falls by 1.1 percentage points).

Within this total allocation, the combined General Resource Grant + Non-Domestic Rates

l ncome figure, which is used to calculate | oca
5.2%, or more than £500 million, in real terms (the equivalent figure in cash terms is a reduction

of 3.6%, or £349m).

In historic terms, since the 2013-14 transfer of police and fire to the central forces, the local
government settlement has fallen by 1.9% in real terms (-£200.9m), whereas the Scottish
Government 6s DEL+NDRI has increased by 3.2% in

Non-Domestic Rates income is forecast to fall by 2.8% in real terms in 2016-17. This is in
contrast to the previous spending review period, which saw annual above inflation increases in
NDRI. The Draft Budget explains that this is due to lower than forecast growth in the tax base
and low inflation resulting in low growth in poundage.

The Draft Budget further confirms that the local government settlement contains an additional
£70m to freeze the Council Tax for another year. This brings the total cost of the freeze in
2015-16 to £630m, and the total cumulative cost from 2008-09 to 2016-17 to £3,150m,
assuming all local authorities agree to the terms of the freeze.

It should be noted that the allocations to local authorities in this briefing are still subject to
discussion between the Scottish Government and local government and are provisional at this
point.

Bearing that in mind, given the overall settlement, unsurprisingly all local authorities are due to
receive a significant real terms reduction in their revenue settlement.

In percentage terms, those councils who face the largest reductions are Shetland, Eilean Siar,
Dundee City and Orkney which all receive real terms reductions of more than 5.5%.

In absolute terms, those councils who face the largest reductions are Glasgow, Edinburgh,
North Lanarkshire and South Lanarkshire, who all receive real terms reductions of more than
£29 million. Again though it must be noted that these allocations are provisional, and subject to
change when a revised Local Government Finance Circular is issued.



DRAFT BUDGEIT720UGCAL GOVERNMENT

LOCAL GOVERNMENTB BRJAK D OWN

The presentation of local government in the 2016-17 Draft Budget has changed. Rather than its
own portfolio chapter, | ocal government i s now
and Pensi omportfglid. Ri ght s

The total allocation to local government in 2016-17 will be £10,152.3m. This is a substantial
reduction on the 2015-16 allocation of £10,756.7m, although some of this is due to reprofiling
and other changes made to capital aspects of the budget. Table 1 and Figure 1 below set out
the level 3 breakdown of the local government settlement, as presented in the Draft Budget (and
so not re-calculated for reprofiling and other changes), in cash and real terms. Table 2 on page
6 adjusts the budget for these changes.

Table 17 Local Government i level 3 breakdown

2015-16 | 2016- 2016-17
17 (cash | change (EL
2015-16
prices)
General 7,004.0 6,685.9 -318.1 -45% 6,574.1 -429.9 -6.1%
Revenue Grant
Non-Domestic 2,799.5 2,768.5 -31.0 -1.1% 2,722.2 -77.3 -2.8%
Rates
Support for 716.2 480.6 -235.6 -32.9% 472.6 -243.6 -34.0%
Capital
Specific 91.9 91.0 -0.9 -1.0% 89.5 -2.4 -2.6%
Resource Grants
Specific Capital 145.1 126.3 -18.8  -13.0% 124.2 -209 -14.4%
Grants
Total Local 10,756.7 10,152.3 -604.4 -5.6%  9,982.6 -774.1 -71.2%
Government

of which: RDEL 7,095.9 6,776.9 -319.0 -45%  6,663.6 -432.3 -6.1%

CDEL 861.3 606.9 -254.4  -29.5% 596.8 -264.5  -30.7%

AME 2,799.5 2,768.0 -31.5 -1.1%  2,721.7 -77.8 -2.8%
GRG+NDRI 9803.50 9454.40 -349.1 -3.6% 9296.34 -507.16 -5.2%
Note: boththecapi t al all ocations and fATot al Local

other changes. Table 2 below adjusts these budgets for these changes.



Figure 11 Local Government settlement 2016-17

General Revenue Non- Domestic Support for Specific Resource Specific Capital
Grant: £6,685.9 Rates: £2,768.5 Capital: £480.6 Grants: £91.0 Grants £126.3

REAL TERMS CHRHRMNERAIN RESOURAJCE +GRIADRI

The Scottish Government guarantees the combined general resource grant and distributable
non-domestic rate income figure, approved by Parliament, to each local authority. If non-
domestic rate income is lower than forecast, this is compensated for by an increase in general
revenue grant and vice versa.

Therefore, to calcul ate Local Governmentos rev.
grant + NDRI figure is used. Table 1 above shows that the combined GRG+NDRI falls by

£507 million, or 5.2%, in real terms. In cash terms this is a reduction of £349 million, or

3.6%. This calculation is not affected by the reprofiling issue, as it only concerns revenue

budgets.

SCOTTI SH GOVERINMERHYREDUCTI| ON

The Scottish Government has regularly citedafigur e of a 2% reduction in
during Parliamentary proceedings (see for example, First Ministers Questions, 14 January

2016). The Government has confirmed (Scottish Government 2016) that there are two parts to

this method of calculating the reduction in the local government settlement:

1 First, the Government uses a figure of £320m for the cash reduction in the local
government revenue budget. This is the £350m cash reduction in GRG+NDRI (rounded
from £349.1m 1 see table 1 above) reduced by £30m through an extra £30m from the
Children and Young People Act that was added to the overall revenue figures in Local
Government Finance Circular 7/2015, but is not in the Draft Budget.

1 This£320misthenc o mpar ed t o | o cfatal esghatecexpendicuredind s
2016-17, which the Government states will be £15,800 million, giving a figure of 2% (i.e.
£320m as a percentage of £15,800m). In addition to government grant, this figure
includes estimated income from the council tax and from fees and charges. The most
recently available outturn figure for fiotal gross revenue expenditureoby local government
(Scottish Government 2015b) is £15,300 million in 2013-14. It appears that the
estimated figure of £15,800 million has been derived from this outturn figure.

ADJUSTI NG THEFBGRDRGERROFAND NG HEYRE ARN
CHANGES

From the numbers presented in the Draft Budget, the capital allocation appears to be falling
substantially i by more than 30% in 2016-17. However, as noted above, this includes a number
of reprofiling and other changes in both 2015-16 and 2016-17 (see footnotes 3 and 4 to table


http://www.scottish.parliament.uk/parliamentarybusiness/report.aspx?r=10303&i=94814
http://www.scottish.parliament.uk/parliamentarybusiness/report.aspx?r=10303&i=94814
http://www.gov.scot/Publications/2015/02/3131/2

9.12 in the Draft Budget). Itis not clear from the Draft Budget exactly how to adjust the figures
to make them comparable on a #Alike for |ikeo b

The Government has confirmed (Scottish Government 2016) that the starting point for local
government 6 s capital allocation is a coheali tment by
g 0 vV e r n mpercentagesshare (26.02%) of the total Scottish Capital DEL (excluding financial
transactions) from 2015-16. This is the baseline, to which other in-year and year-to-year

reprofiling is added to, and taken away from, to produce the allocations in the Draft Budget.

Table 2 below sets out both the like for like figures, as supplied by the Government, and the

actual figures in the Draft Budget. Table 4 in the Annex reconciles these figures precisely and

sets out each individual change involved.

Table 2 shows that, once the capital budget is adjusted in this way, the real terms change in the

Local Government capital budget becomes +4.5% (compared to -30.7% in the unadjusted
budget) and the real ter ms c h adb@oécomparedfioFo2oanl Lo
the unadjusted budget).

Table 21 Local Government capital and total settlement T adjusted

2015-16 2016-17 2016-17

(cash) (real, 2015-
16 prices)
DEL Capital 861.3 606.9 596.8 -264.5 -30.7%
Effect of reprofiling -168.2 130.0

and other changes

Adjusted (maintaining 693.1 736.9 724.6 31.5 4.5%
26.02% capital share)

Total Local 10,756.7 10,152.3 9,982.6 -774.1 -7.2%
Government
Effect of reprofiling -168.2 130.0

and other changes

Adjusted (maintaining 10,588.5 10,282.3 10,110.4 -478.1 -4.5%
26.02% capital share)

LOCAL GOVERNMRNMT OFHA HE SCWOOQ@HTSH B

Il n terms of | ocal gover nment &suresodmparabilityptliisist he Sc
calculated on the basis of the total local government settlement as a percentage of Scottish

Government DEL+NDRI. Table 3 shows thatlocalgover nment 6 s share of th
falling by 1.7 percentage points. Again, this is based on the figures presented in the Draft

Budget.

The adjustments made to the capital budget referred to throughout this briefing also affect this
calculation T once adjustments are accounted for,localgover nment 6s share of
budget falls by 1.1 percentage points.



Table 31 Local Government i share of the Scottish Budget

£m 2015-16 2016-17 (cash) Change
(percentage
points)

LG total 10,756.7 10,152.3

SG DEL+ DNRI 33,336.5 33,212.6

LG as a % of SG DEL+NDRI 32.3% 30.6% -1.7

LG total (including changes 10,588.5 10,282.3

in table 2)

SG DEL+ NDRI (including 33,168.3 33,342.6

changes in table 2)

LG as a % of SG DEL+NDRI 31.9% 30.8% -1.1

(including changes in table

2)

LOCAL GOVERNMENET BUBNSEABLI SMENTSDNGILIHE
POLI CE AND FESRE FORC

In September 2015, SPICe published Local Government Finance: facts and figures, 1999-2016
(Campbell 2015), which provided a range of historical financial data, including estimates of the
local government settlement both with and without the transfer of police and fire funding to the
single forces in 2013-14. This briefing will be updated in March, once the latest Local
Government Financial Statistics have been published.

With Draft Budget 2016-17, there are now four financial years since the transfer of police and
fire functions. Therefore, rather than having to provide complex estimates involving transferring
back in estimates of police and fire funding, we can look solely at the local government
settlements from 2013-14 to 2016-17. Figure 2 and table 5 in the Annex show the annual year
on year change in boththelocalgover nment settl ement and the Sc
DEL+NDRI. All numbers in the figure and table have been reprofiled as explained earlier,
including additional changes to earlier years, as set out in the September SPICe briefing.

Overall, since 2013-14, the local government settlement has fallen by 1.9% in real terms
(-£200.9m), whereas the Scottish Governmenté s DEL + NDRI| has %imreal eased
terms (+£1,018.8m).


http://www.scottish.parliament.uk/parliamentarybusiness/92443.aspx

Figure 21 historic local government settlements since police and fire transfers,
compared to Scottish Government DEL+NDRI

0 3.2%
2.4% 7%
1.3%
0.3%
I | |
-0.8% -
-1.9%
-4.5%
2014-15 2015-16 2016-17 2013-14 to
2016-17
. Local Government Scottish Government

Note: figures have been adjusted for reprofiling and other changes, as detailed in Local
Government Finance: facts and figures, 1999-2016 and table 4 in the annex to this briefing.

NONDOMESTI C RATEES | NCOM

Non-Domestic Rates income is forecast to fall by 2.8% in real terms in 2016-17. Thisis in
contrast to the previous spending review period, which saw annual above inflation increases in
NDRI. The Draft Budget states that this is due to lower than forecast growth in the tax base and
low inflation resulting in low growth in poundage, although the precise reasons behind the
forecast are unclear. The Government is proposing a number of changes to the large business
supplement and some reliefs.

Local Government Finance Circular 7/2015 provides further details of the changes to NDR for
2016-17, including:

1 The provisional poundage rate of 48.4p, with a large business supplement of 2.6p.
These will be confirmed following imminent publication of the English equivalent rate.
The current poundage is 48p with a large business supplement of 1.3p

1 Changes to empty property relief

1 Changes to renewable energy relief

9 A continuation of the small business bonus scheme.

COUNCI L TAX

The Government confirmed that it is currently considering its response to the recently published
report of the Commission on Local Tax Reform (2015), and will bring forward detailed



http://www.scottish.parliament.uk/parliamentarybusiness/92443.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/92443.aspx
http://www.gov.scot/Resource/0049/00491286.pdf
http://localtaxcommission.scot/

proposals in the new year to reform the current system, drawing on the evidence considered by
the Commission. 0

The Draft Budget further confirms that the settlement contains an additional £70m to freeze the
council tax for another year. This brings the total cost of the freeze in 2015-16 to £630m, and
the total cumulative cost from 2008-09 to 2016-17 to £3,150m, assuming all local authorities
agree to the terms of the freeze.

COMMI TMENTS

Aside from the council tax freeze, local government is also expected to maintain teacher
numbers at 2015 levels nationally, and secure places for all probationers under the teacher
induction scheme. Circular 7/2015 also confirms that, for 2015-16 the Scottish Government
would not seek to claw back funding from those local authorities who had not met the teacher
number or pupil teacher ratio targets. But, it also notes that only those authorities who have met
the targets would receive a share of the additional £10m held back.

The Draft Budget and the Circular both also refertoan fiaddi ti onal A250 mi | |
NHS to health and soci al care partnerships to
this amount is not included in the local government settlement (it is in the Health budget). There

i s alsoldiA33 nmiest meinthe Hdutatiantoudget. Wsrtlisist rélated to

schools, it could broadly be termed local government funding but, again, the amounts are not

included in the local government settlement.

It should be noted that these commitments are still subject to further discussions between the
Scottish Government and COSLA so are not, at this stage, fixed.

PROVI S| GBNAIOCATI ONS TAOAUTBKGCRLTI ES

PROCESS FORT7AA0LICGGCATI ONS

As with the parliamentary process for the Scottish Governrme nt 6 s budget, the pr
allocating funds to individual local authorities has also been affected by the delay in publication

of t he UK GS8pemdingRawew.t Fdllowing publication of the provisional allocations

in Circular 7/2015, the amended parliamentary process for consideration of the allocations to

local authorities runs as follows:

1 16 December 20151 Draft Budget 2016-17 and Local Government Finance Circular
7/2015 published, setting out provisional allocations to local authorities

1 15 January 201671 Initial deadline for COSLA to respond to provisional allocations. On
21 January it was announced that a new deadline had been set, and discussions were
expected to conclude shortly (BBC News 2016).

1 Late February 2016 1 Likely date for Budget Bill Stage 3. Local Government Finance
Order follows very shortly after (normally the next day), containing the formal allocations
of the funding settlement for 2016-17.

Throughout the Circular to local authorities, the Scottish Government only refers to COSLA, and

not the new Scottish Local Government Partnership set up by four councils that left COSLA in

2015. Therefore it would appear that those councils will still need to communicate any issues

with the circular through COSLA. It is not clear how these arrangements will work in practice,

nor is it clear how the Scottish Local Government Partnership has inputted to the discussion to

date. I't i s the Scottish Governmentds policy to or

9


http://www.gov.scot/Resource/0049/00491286.pdf
http://www.bbc.co.uk/news/uk-scotland-scotland-politics-35369176
http://www.bbc.co.uk/news/uk-scotland-scotland-politics-35369176

The figures for revenue support in the Draft Budget do not match those in the Circular. This is
due to the figures in the Circular including allocations from other portfolios.

It should be noted that these allocations are still subject to discussion between the Scottish
Government and local government and are still provisional at this point. A further Local
Government Finance Circular will be issued in due course with revised allocations, and at that
point SPICe may re-issue a note on the revised allocations.

FUNDI NG METHOD

The method for funding local authorities is described in detail in a SPICe briefing paper for the
Local Government and Regeneration Committee, issued in March 2014 (Berthier 2014).

PROVI S| BENXENUE ALLOCATI ONS

The provisional revenue allocations for 2016-17 to local authorities are set out in Annex C of
Circular 7/2015, and reproduced in the annex to this briefing. However, there are a number of
funds still to be distributed for 2016-17. To make a like for like comparison with 2015-16, these
funds need to be removed from 2015-16 allocations. These like for like allocations are set out in
figures 3, 4 and 5 below and in table 6 in the Annex.

10


http://www.scottish.parliament.uk/S4_LocalGovernmentandRegenerationCommittee/Meeting%20Papers/20140423-Papers.pdf
http://www.scottish.parliament.uk/S4_LocalGovernmentandRegenerationCommittee/Meeting%20Papers/20140423-Papers.pdf

Provi seovpraler allioeati oesms change

Figure 37 revenue allocations i real terms change 2015-16 to 2016-17, %
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Figure 4: provisional revenue allocations i real terms change 2015-16 to 2016-17, %
(map)

Revenue Allocation
Real Change %

B Between -5.1% and -6.2%
- Between -4.7% and -5.1%
|| Between -4.0% and -4.7%
|:| Between -2.6% and -4.0%
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Figure 5: provisional revenue allocations i real terms change 2015-16 to 2016-17, £m
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Provi severaler allipeat heasl

Figures 6 and 7 below show the provisional 2016-17 revenue allocations per head, and the per
head allocations as a percentage of the Scottish average.

Figure 6 7 revenue allocations i £ per head and as % of Scottish average

Eilean Siar 3,565 201.1%
3,536 199.5%

Shetland

Orkney

Argyll & Bute
Inverclyde

West Dunbartonshire
Glasgow City
North Ayrshire
Dundee City

East Renfrewshire
Highland

Dumfries & Galloway
Clackmannanshire
East Ayrshire
Scotland

North Lanarkshire
Stirling

Scottish Borders
South Ayrshire
Midlothian

South Lanarkshire
Renfrewshire
Falkirk

West Lothian

East Dunbartonshire
Angus

Fife

Moray

East Lothian

Perth & Kinross
Aberdeenshire
Edinburgh, City of
Aberdeen City

I L | 76.3%
125.9%
114.6%
114.5%
113.7%
109.4%
107.5%
106.8%
105.7%
105.4%
102.1%
101.8%
1,773 100.0%
.. 99.9%
. 99.9%
O 99.8%
S 98.4%
G 98.0%
ST 97.7%
. 97.3%
e 96.8%
O 96.2%
OO 95.9%
P GEE 95.19%
EEe 94.9%
e 92.3%

s 91.9%
P 91.6%

CEse2 T 88.1%
E A4 81.4%
429 80.6%

14



Figure 7: provisional revenue allocations per head as % of Scottish average (map)

Revenue calculations have included a fAmini mum
ensure a minimum guaranteed increase in revenue funding to every local authority in years

where the overall general revenue funding increases and conversely a maximum level of

decrease when the overall total declines. In addition to this, as part of the previous Spending

Review in 2011, local government finance settlements included a mechanism to ensure that no

local authority received less than 85% of the Scottish average in revenue support.
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