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Submission from COSLA, SOLACE and CIPFA Director of Finance  

Pre-budget scrutiny 2021-22 

Introduction 

COSLA, SOLACE and CIPFA Directors of Finance welcome the opportunity to provide 
evidence as part of the Finance and Constitution Committee’s Pre-Budget Scrutiny 2021-
22 on the impact that COVID-19 will have on the Scottish Budget.  Pre-budget scrutiny is 
an essential element of the Scottish budget process, and each topic must take 
consideration of the whole system it is a part of. 
 
While this evidence will respond to the specific questions posed by the Committee, we 
know that, in its work through the Budget Process Review Group and the pre-budget 
scrutiny process, the Committee and the Scottish Parliament wishes to see a better 
decision making process, which recognises the need for involvement by the whole of the 
public sector.  We would therefore urge members to consider these issues within the 
wider context of overall Government in Scotland.  Local Government is a key sphere of 
Government and its role and the resourcing of this must be understood when scrutinising 
the Scottish Budget.  Local Government delivers shared national priorities and outcomes 
at the local level, and its ability to successfully deliver services and support to 
communities, people, and businesses relies upon an enabling and empowering fiscal 
relationship.  

 
1. Critical to this is the fiscal relationship between the Scottish Government and Local 

Government.  This must be considered alongside the Scottish and UK Government 
Fiscal Framework.  COSLA has called for a Fiscal Framework to re-define the respective 
roles of Scottish and Local Government in the governance of Scotland and the 
relationship with the communities it serves.  The Scottish Government has recognised 
this and, as part of the 2020/21 Scottish Budget, committed to explore a Fiscal 
Framework with Local Government.  

 
2. Whilst understandably this work has not progressed at the pace anticipated by COSLA 

Leaders due to the immediate impact and need for response to the COVID-19 crisis, the 
unprecedented impact that the virus is having on communities and businesses across 
Scotland serves only to re-enforce the need for a Framework to be established as 
quickly as possible.  This will enable Local Government, with the right resources and 
flexibility, to respond in place to address economic recovery over the longer term.   

 
COSLA’s submission therefore provides the Committee with an explanation of what we 
are proposing for a Fiscal Framework.  The Scottish Government has had initial sight of 
this, and we are now calling for work to progress without delay, for the benefit of all 
spheres of Government. 

 
Local Government’s Response to COVID-19 and Vision Going Forward 
 

Local Government has responded dynamically to the changing national policy landscape 
that COVID-19 has necessitated.  Councils understand their local communities and have 
ensured that national arrangements for COVID-19 are implemented, adapted, and suited 
to local circumstances.   
 



 
 FCC/20/BUD/S5/15 

For these reasons, Local Government has been, and continues to be, at the forefront of 
the response to the pandemic.  We have all been rightfully reminded of Local 
Government’s position as the prime anchor for support to communities in need; children, 
young people and families; local businesses; and for services that enhance our physical 
and emotional well-being. Local Government has a vast reach and responsibility for 
communities and therefore any discussion around funding devolved to Scotland must 
pay close attention to how those powers and resources impact upon local budgets, 
functions, and services. 

 
Scotland and its local communities are diverse; what works in our cities will not suit 
remote rural communities, just as the priorities in our towns will not be the same as those 
on our islands. Councils must be empowered to take place-based decisions in order to 
renew and enhance our communities, but this can only be realised through a sustainable 
and empowered fiscal relationship with Scottish Government, recognising that the most 
impactful decisions are taken as locally as possible. It is through this empowerment that 
Local Government is able to improve outcomes for individuals and communities, 
addressing local challenges and priorities. 

 
COSLA has long called for sustainable funding, and a move towards multi-year indicative 
budgets and fewer ring-fenced pots of funding1. It is important to recognise that when 
Local Government entered into the COVID-19 crisis, it was already facing significant 
financial challenges over the short and longer terms.  The Scottish Budget for 2020/21, 
whilst providing full funding for Scottish Government policy initiatives, has far from closed 
the financial deficit faced by Local Government.  

 
The Accounts Commission’s Overview Report2 on Local Government for 2020 highlights 
that, while Local Government revenue funding increased in 2020/21 by 1.5 per cent (real 
terms) from the previous year to £10.7 billion, since 2013/14 it has reduced by 3.3 per 
cent (in real terms). The Report points out that Councils have less flexibility in how they 
use funding.  Funding dedicated to national policy initiatives increased from £1 billion in 
2019/20 to £1.5 billion in 2020/21, equating to 14.1 per cent of council funding from the 
Scottish Government.  
 
Critically, the Overview Report stresses that the funding levels for the medium-term are 
uncertain, given that funding settlements do not yet provide information for more than 
one year.  Rightly so, the Accounts Commission points to the need for strong leadership 
and longer-term planning, adding that the pandemic multiplies the challenges for Local 
Government further. COSLA argues that this strengthens the need for the Scottish 
Government to fulfil its commitment to moving to multi-year indicative budgets without 
delay, and for local and national leadership to plan for Scotland’s future, out with the 
current emergency.   
 
As part of 20/21 pre-budget lobbying, COSLA called for an additional £1,007m to restore 
the deficit in Local Government core budgets.  However, even with additional funding at 
Stage 1 of the 2020/21 Budget, a funding gap remains of up to £500m.  Since the Local 
Government Settlement was announced, Councils have incurred considerable additional 
costs as a result of the COVID-19 crisis.  Our current estimate of financial pressures for 
20/21 is £500m, based on COSLA’s cost collection exercise – this is net of additional 

                                                
1 https://www.cosla.gov.uk/__data/assets/pdf_file/0021/14808/cosla-investinessentialservices.pdf 
2 https://www.audit-scotland.gov.uk/report/local-government-in-scotland-overview-2020 

https://www.cosla.gov.uk/__data/assets/pdf_file/0021/14808/cosla-investinessentialservices.pdf
https://www.audit-scotland.gov.uk/report/local-government-in-scotland-overview-2020
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national funding but still excludes the costs associated with a full return to Education in 
August.  Whilst these costs may not be ongoing, this has immediate and long-term 
implications for Councils’ ability to both manage the financial impacts of COVID and 
continue to deliver essential services.  Councils expect to have to utilise reserves to 
meet some of the additional COVID-19 costs, however whilst an appropriate use of 
reserves may be merited, this will have the impact of further reducing Councils’ flexibility 
to fund innovation and transformation of services which will be essential to respond to 
changing and growing demand for services. 

 
This submission focuses strongly on the need to invest in economic recovery which will 
require capital investment as well as a stable revenue position for Local Government.  
However, the Local Government Settlement for 2020/21 saw a cut in capital funding of 
£117m (see Appendix Table 1) at a time when the Scottish Government’s capital 
Budget has increased.  Whilst COVID has led to many capital projects being delayed, 
recovery will be dependant not only on the re-starting of existing and planned capital 
projects, but also significant additional investment will be needed. 

 
Outwith the COVID costs and funding challenges, the Revenue position for the Local 
Government Settlement for 2020/21 compared to the position for the Scottish 
Government Revenue Budget is as set out in the table below3. 

 

Source: SPICe 
 
As the Table indicates the Local Government settlement decreased by 2.5% more than 
the Scottish Government Revenue Budget between 2013-14 and 2019-20.  In 2020/21 
the Local Government Settlement has increased by more than 2.9%.  On the surface, 
this looks to be good news and the additional £95m funding agreed by the Parliament at 
Stage 1 of the Scottish Budget was welcomed.  However, this does not take account of 
the additional Scottish Government commitments which are not part of Local 

                                                
3 https://digitalpublications.parliament.scot/ResearchBriefings/Report/2020/6/24/Local-Government-
Finance--Facts-and-Figures-2013-14-to-2020-21#Local-government-and-Scottish-Government-
comparison 

https://digitalpublications.parliament.scot/ResearchBriefings/Report/2020/6/24/Local-Government-Finance--Facts-and-Figures-2013-14-to-2020-21#Local-government-and-Scottish-Government-comparison
https://digitalpublications.parliament.scot/ResearchBriefings/Report/2020/6/24/Local-Government-Finance--Facts-and-Figures-2013-14-to-2020-21#Local-government-and-Scottish-Government-comparison
https://digitalpublications.parliament.scot/ResearchBriefings/Report/2020/6/24/Local-Government-Finance--Facts-and-Figures-2013-14-to-2020-21#Local-government-and-Scottish-Government-comparison
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Government’s core Budget and are essentially ‘protected’.  A list of these commitments 
is set out in the Appendix Table 2 and includes significant commitments such as 
delivery of Early Learning and Childcare provision, as well as funding for Teachers pay 
and pensions.  The funding for these commitments total £590m and, if excluded, from 
the Table above would mean there is no increase in Local Government’s core Budget, 
which would be 1% below the Scottish Government’s position.  

 
Our Vision for the Future 
 

As part of COSLA’s Essential Services campaign in advance of the 20/21 budget, we 
asked Scottish Government to invest in Local Government in order that there is progress 
against 4 shared priorities: 

• Inclusive Economic Growth 
• Tackling Child Poverty 
• Wellbeing 
• Addressing Climate Change 

 
Local Government is at the heart of every community in Scotland and is fundamental to 
achieving ambitions nationally and locally in all these areas.  Councils are clear that 
these priorities are interrelated and should be viewed under the overarching umbrella of 
the National Performance Framework (NPF) to which Local Government is a co-
signatory, directly delivering on over 60% of the NPF.  Resilient and sustainable 
communities can only be achieved if the leadership role which only Councils can play is 
recognised and invested in across these 4 themes.   
 
Local Government has further considered these priorities in the context of the new public 
landscape post- COVID-19, and agreed that the following priorities must guide policy 
decisions:  

 
• Local flexibility and community empowerment, building on the community 

response to the crisis; 
• Local political leadership and democracy, both of which are crucial to emerging 

renewal and transformation work 
• Financial Sustainability of Councils will be critical both in the short, medium and 

longer term; 
• Essential services for those most in need must be recovered and renewed first, 

taking into consideration what we have learned through the period of the crisis; 
• Human rights and tackling inequalities causing the most harm and preventing 

further public health issues emerging; 
• Lessons learnt from the response phase should be used to deliver true 

transformation to shape the renewal phase and ensure whole system 
collaboration continues for the benefit of all; 

• Public Sector Reform of the future delivery of services and the future funding of the 
Public Sector. 

       
Critically we know that the impact of COVID on those using social care will only 
exacerbate demand for these services.  We previously said that the impact of 
demographic pressures far exceeds the level of resources available.  The COVID crisis 
has shone a spotlight on the care sector which demonstrates what Local Government 
has been asserting for years - there is under-investment against exponentially increasing 
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demand. Investment is required now to tackle the demographic pressures and workforce 
requirements, and this can only be done if there is fair investment in Local Government.  
Integration of Health and Social Care has been a much-needed approach to begin to 
address this in partnership, however without further substantial and sustained 
investment, the aspiration to truly shift the balance of care cannot be met. 
 
COSLA’s Invest in Essential Services document demonstrates the changing 
demographic picture across Scotland, with a significant upwards shift in the age profile of 
the population since 2007. This places real pressure on health and social care services 
as we work to meet the needs of our ageing population. 

 
 

As highlighted in COSLA’s Pre-Budget Scrutiny Evidence for 2020/214, the Table below 
shows the forecast gap between the income which Local Government receives and the 
required expenditure to meet demand resulting from demographic and other pressures is 
expected to be just under £2bn by 2022-23.  This position pre-dates the COVID 
pandemic which will result in additional demand pressures.   

                                                
4 https://www.parliament.scot/S5_Local_Gov/Inquiries/LGC_S5_19_PBS_23_COSLA.docx.pdf 

https://www.parliament.scot/S5_Local_Gov/Inquiries/LGC_S5_19_PBS_23_COSLA.docx.pdf
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The graph above demonstrates what we can anticipate if we do not address the reasons 
for the gap between forecasted expenditure and income.  What is needed is investment 
to bring demand on intervention down, rather than responding to the demand with more 
resources (i.e. a focus on prevention).  This is also critical to ensure that Local 
Government is able to drive the realisation of human rights and address inequality within 
communities. Local Government plays a significant role providing education, housing, 
leisure and supporting vulnerable people, all of which are service areas that impact on 
the social determinants of health and ultimately promote better outcomes for individuals 
and communities. Many of these services are funded from within Local Government’s 
core budget and reductions in the core mean that the very services needed to bring 
communities out of the COVID-19 emergency, particularly around the wider public health 
agenda, are inhibited. 

 
COVID-19's Impact on the Scottish Budget Priorities 
 

 
Committee question: What should be the priorities in Budget 2021-22 in addressing the 
impact of COVID-19? 
 

 
In the coming months and years, fiscal priorities will most certainly focus on economic 
recovery. The extent to which this recovery is successful will largely depend on the policy 
priorities and decisions which are reflected in the Scottish Budget 2021-22.  
 
Local Government must be at the heart of economic recovery. Councils spend, plan, 
regulate, connect, educate, enforce, support, train, employ – Local Government is the 
only body operating across all the agendas that can impact on the lives of all our citizens 
and communities by coordinating the multi-faceted services they provide, tailored to the 
needs of individual communities and local authority areas. Equally, Councils play an 
important role in local economies through the employment of about 250,000 individuals. 
This role will become even more important if the end of the UK furlough scheme sees an 
increase in the amount of redundancies, with Councils being well-placed to employ local 
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people and, in turn, support economic recovery. But in order to drive this social and 
economic recovery at a local level, Councils must be resourced to employ, train and 
support their communities. 

 
Councils have worked hard to ensure local suppliers and partner providers remained 
solvent during the COVID-19 crisis by continuing payments despite significant financial 
uncertainty across all sectors, including within Local Government financing. Greater 
fiscal empowerment could have provided Councils with the flexibility and autonomy to 
invest in local businesses in different and innovative ways. 

 
COSLA has clearly and strongly outlined the multitude of services Councils deliver 
alongside its communities in our Invest in Essential Services document.  These services 
are under threat as revenue budgets for Local Government decrease, with national 
policy commitments increasingly reflected in various small pots of funding.  Our asks for 
fiscal empowerment are clear: removal of a cap on Council Tax so that this is a truly 
local tax; more powers for discretionary taxation; longer-term certainty in relation to 
budgets, allowing a focus on early intervention, prevention, and transformation; an end to 
small pots of money outside the main settlement; and increased pace in relation to Local 
Government empowerment – fiscal, community, and functional.   

 
Addressing Uncertainty and Volatility in the Public Finances 
 

Committee question: How should Budget 2021-22 address the unprecedented levels of 
uncertainty and volatility in the public finances arising from the public health emergency in 
such a way that allows public bodies some certainty in planning and managing their own 
budgets? 
 

 
COSLA has long identified concerns around increasing protections within the Local 
Government Settlement; this is shown through increasing national policy commitments, 
such as Early Learning and Childcare Expansion, and Living Wage Uplift. Councils must 
deliver these protected policies (and essentially “earmark” the funding to pay for delivery) 
from core budgets.  The more national priorities there are, the less choice Councils have 
over the core budget that remains after these have been delivered. These are often the 
areas which directly impact on wellbeing, infrastructure, and the economy—the very 
areas which will require substantial investment to address the public health emergency. 
Maintaining our roads and cycle paths, providing libraries for family and group activity, 
and investing in renewable, low carbon sectors are all important ways that Councils can 
improve our communities, but this is under threat when Local Government budgets are 
increasingly directed by other national policy commitments. 

 
COSLA has also called for an end to one-year, short-term budgets in order that Councils 
can adequately plan in the medium and long-term with a certainty that can only be 
afforded through multi-year budgets. Instead, Councils must deliver on piecemeal, 
initiative-led budgets which create numerous ‘pots’ of funding and are accompanied by 
increasingly burdensome reporting requirements. For example, the jointly chaired 
Settlement and Distribution Group, which comprises representation from COSLA, 
Scottish Government, and Local Authority Directors of Finance, considered over 20 
funding streams in 2019 (for delivery in financial year 19/20) which sat out with the core 
settlement.  
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These funding streams represent good policy intentions, but often impede a Council’s 
flexibility to spend and invest in areas of local priority (and come with extensive reporting 
requirements focusing on inputs and outputs). This goes to the very essence of the 
relationship between the Scottish Government and Local Government and the degree of 
trust that is placed in local democracy versus central control.  Significant time and 
resource are required by Council officers supplying detail to Scottish Government 
officials, for this to be checked, which constrains flexibility in local decision making. 

   
Budget 2021-22 must therefore provide financial intentions for more than one year.  
COSLA would suggest a minimum 3-year timescale with a guarantee of funding certainty 
over this period.  We recognise that the Scottish Government is dependent on the UK 
financial planning horizons, particularly in relation to tax forecasts and the Block Grant 
Adjustment. However, with a forthcoming UK Spending Review, which itself will need to 
be strongly focussed on recovery over more than one year, this should present an 
opportunity to have a multi-year Budget in Scotland. 

 
COVID-19 has caused unprecedented uncertainty and volatility for all spheres of 
government. This has been, and will continue to be, an exceptionally challenging 
environment for the totality of public finances.  However, the fundamental issues to 
address are not new and indeed were highlighted by Local Government as part of the 
2020-21 Pre-Budget Scrutiny.  Our message continues to be that an end to protection 
within Local Authority budgets and a move towards multi-year settlements enables 
Councils to plan for and invest in the outcomes that will best facilitate locally appropriate 
economic recovery and, eventually, growth.  

 
Indeed, these asks would also have enabled Councils to respond to the COVID-19 crisis 
with increased agility and flexibility. Local Government has made an immense and 
unwavering contribution to the overall response to the pandemic; however fairer and 
more sustainable funding would have further enabled robust and localised response 
based on the needs of local communities.  Instead, Councils spent a great deal of time 
and staff resources determining the level of flexibility of various pots of funding, for 
example within Education and Early Years, as well as responding to and planning for 
deployment of additional “pots” of funding that were announced between April and July 
2020 . 

 
Critically, multi-year budgets are also needed to enable Councils to address equality and 
human rights challenges. These challenges frequently stem from long term structural 
inequality within our society and single year budgets prevent Councils from being able to 
make long term investments and identify more savings. This can result in Councils 
having to make short term decisions about where they direct their increasingly limited 
resources with potential skew towards statutory duties and other competing priorities.  

 
Examples of this could include reduced ability to invest in Gypsy/Traveller sites with 
impacts on the quality of life and access to services; reduced investment or closure of 
public toilets result in significant challenges for older people, women and people caring 
for children. There is significant interrelationship between all that local authorities do to 
reduce inequalities, build community capacity, resilience and assets and decrease 
demand for services in other parts of the system such as health and social care. This 
cannot be successfully achieved or built upon with constant single year budgets. 
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Councils want to make transformational, meaningful, and long-term changes to services 
and structures, but in order to do this Councils need multi-year funding agreements that 
embed within them principles of fairness and flexibility.  Without these asks, Councils’ 
innovation and creativity are often stifled.  

 
Risk, Taxation, and the Fiscal Framework 
 

 
Committee question: What are the risks to the Scottish Budget arising from COVID-19, 
including the risk of a differential impact on the Scottish economy relative to the rest of the 
UK, impact on public expenditure including social security benefits, as well as implications for 
the Scottish Government’s existing taxation policy and whether there needs to be temporary 
adjustments to the Fiscal Framework 
 

 
In responding to these questions, it is helpful to consider the short term which focuses on 
temporary responses, and the longer term which focuses on recovery and sustaining 
communities into the future. 

 
In the short term, we know that the Scottish Government has written to the UK Treasury 
seeking temporary adjustments to the Fiscal Framework, to offset capital underspend 
against resource expenditure, increased flexibility over resource borrowing and greater 
flexibility in relation to the reserve for capital.  The Committee will receive further clarity 
from the Scottish Government on its measures, however what we wish to stress is that 
these are precisely the sort of temporary fiscal measures Local Government is also 
looking for.   

 
COSLA has made a number of requests to the Scottish Government which could provide 
a suite of temporary options for Councils to manage financial impacts of COVID-19 more 
flexibly, recognising that these would require UK Treasury approval.  These include 
amending Council Tax legislation to allow any financial deficits at the year-end to be 
repaid over a longer time period than the following financial year; consent to borrow to 
meet the revenue costs of COVID; use of capital grant to meet revenue expenditure for 
2020/21; and local deployment of any surplus UK consequential funding for business 
support.  
 
Scottish Government is calling for dialogue with the UK Government on capital stimulus.  
Again, we would want to replicate this for stimulating inclusive economic growth through 
local measures, which would equally require a sustainable resource base through core 
revenue funding, for Councils to be able to deliver investment in their communities on a 
large scale. 

 
COSLA has also written to the UK Treasury to seek its support for financial flexibilities for 
Scottish Local Government.  In discussion with the Cabinet Secretary for Finance, 
COSLA expects more joint work with the Scottish Government to obtain flexibilities, 
including a further joint approach to the UK Treasury 

 
It is also important to understand that the financial risks to both the Scottish Government 
and Local Government will go beyond 2020/21.  In particular, the risk to the Scottish 
Government of significantly reduced Non-Domestic Rates (NDR) income as a result of 
any prolonged economic recession will impact on the resources available to the 
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Government.  Whilst NDR is pooled and the Scottish Government bears the risk with 
regard to the total NDR income, any significant reduction in NDR income will present 
risks to the Local Government Settlement as well, given it forms a key part of the overall 
funding to Local Government.   

 
Local Government faces similar risks with regard to Council Tax income, with the 
potential for significant arrears to build up this year as a result of the COVID emergency 
(initial estimates suggest potential losses from additional unrecovered Council Tax, in 
year, of £17m across Scottish Councils).  This serves to emphasise our point that this is 
not just about the Scottish Government’s fiscal position but Local Government’s as well. 

 
The Scottish Government is calling for the upcoming review of the Fiscal Framework to 
robustly review flexibilities around the Scottish Parliament’s powers.  This review must 
take reasonable and robust account of the economic reality that all spheres of 
government will experience following COVID-19.  The fiscal relationship between the UK 
and Scottish Governments must be resilient to the significant impacts that COVID-19 has 
presented to the economy.  However, in order for this impact to trickle down, Local 
Government funding must be a crucial consideration in the review of the Fiscal 
Framework, ensuring that Councils are on solid ground to effectively and sustainably 
deliver essential services and further economic recovery.  The risks involved with a 
review of the Fiscal Framework are just as challenging as the risks of ignoring Local 
Government’s call for fiscal empowerment. 

 
In the long term, we believe that the COVID-19 crisis strengthens Local Government’s 
call for a fiscal framework between the Scottish Government and Local Government. In 
the same way that the Scottish Government wants a review to make the Fiscal 
Framework more flexible, Local Government would want to see an equally flexible fiscal 
framework with the Scottish Government to replace what are, at times, highly directive 
and centralised arrangements.  This part of our response therefore explains what is 
meant by a fiscal framework for Local Government and how this would mitigate the risks 
to the Scottish economy and place public expenditure on a more sustainable footing.   

 
The aim of a fiscal framework for Local Government would be to:  
• re-balance the relationship between the spheres of Government such that there is a 

substantial shift in the balance of funding to Local Government;  
• ensure Local Government is empowered to deploy resources locally, for the benefit 

of communities, recognising asymmetry and that how resources are deployed will 
look different in each area;  

• enhance equalisation amongst Local Authorities;  
• provide greater transparency and autonomy at a local level. 
 

Rules-based Framework 
 

A fiscal framework for Local Government would comprise a rules-based framework 
which focuses on the absolute minimum expected and includes protection of core 
funding for Local Government, with national policy priorities being additional to the core.  
The core would be a base budget which is then adjusted to reflect changes to the 
Scottish Government overall Block Grant, recognising that there are risks inherent in 
linking to the Scottish Block in this way.  This would then protect the Local Government 
base budget going forward, albeit were this to be the current base then this would be 
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from an eroded position but would be at least a starting point for future certainty, 
especially where the Scottish Government has more than one year’s certainty. 

 
Local Taxation without restrictions 
 

This must also be viewed as an opportunity to critically examine not only Scottish 
Government’s existing taxation policy, but also the role of local taxation and fiscal 
powers.  In responding to the COVID crisis, longer term solutions will be needed to bring 
about recovery and set communities on a far more sustained footing going into the 
future. 

 
The Committee may be aware that cross-party work has taken place in the Scottish 
Parliament to look at a replacement for Council Tax.  Whilst understandably this work 
has stalled, COSLA believes that local taxation is a pivotal part of a fiscal framework for 
Local Government.  A replacement for Council Tax, which enables Local Government to 
genuinely raise its own taxation locally without central determination, would be a key 
lever for Councils to respond to the needs of local communities democratically.   COVID-
19 has had a significant impact on Council Tax collection rates and Councils have 
shouldered much of the financial burden of arrears, so the financial risk lies with Local 
Government not the Scottish Government, however Council Tax policy is almost entirely 
at the determination of the Scottish Government.  

  
The Scottish Government equally committed to undertake joint work on what it could 
mean to devolve Non-Domestic Rates (NDR), which when combined with a new local tax 
and new discretionary fiscal powers, would substantially shift the balance of funding and 
address the democratic deficit over who can best respond to the needs of communities.  
However, any work on devolving NDR would need to fully recognise implications and 
risks for Councils as well as the Scottish Government, such as equalisation in the Local 
Government funding mechanism.  In turn it needs to be recognised that the Scottish 
Government currently bears the risks from NDR volatility which has ensured that Local 
Government’s core funding has not been destabilised as a result of the impact of COVID. 
 

Innovation Framework 
 

A third strand of a fiscal framework for Local Government is what we describe as an 
‘innovation framework’.  With longer term certainty over its base budget, as well as 
substantially increased local tax freedoms, an innovation framework would enable Local 
Government to act in an agile and permissive way without central direction and control, 
to collaborate flexibly to deliver financial innovation to invest in inclusive economic 
growth.  By turn this would give greater flexibility to develop financial solutions to address 
our other priorities of wellbeing, tackling child poverty and addressing climate change. 
 
We believe that the best way of ensuring that communities have the resources, flexibility, 
and power to deliver services in a way that best works locally, is to empower Local 
Government and its partners with the capability and competency required to protect and 
strengthen the communities they serve. The fiscal framework would be a key strand in 
Local Government’s vision of fiscal, functional, and community empowerment, and would 
play an integral role in the delivery of the National Performance Framework outcomes. 
 
Any change to the mechanisms involved in public expenditure, particularly that which 
risks devolved benefits being unable to cope will produce a knock-on effect for services 
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delivered by Local Authorities (for example, demand for crisis grants). These risks to the 
Scottish Budget flow throughout society and its communities and are passed to Local 
Government as a key delivery partner. We view this as an opportunity to highlight the 
importance of reviewing the way that Local Government funding occurs in Scotland. 

 
Impact of Brexit 
 

 
Committee question: Are there are any additional budget risks arising from the end of the 
transitional period following Brexit including having a differential impact on the Scottish 
economy relative to the rest of the UK and, if so, how should these risks be addressed in 
Budget 2021-22? 
 

  
There are potentially significant budget risks to Local Government following Brexit.  As 
the UK /EU negotiations are continuing we do not as yet know the outcome, though we 
know that the deadline is the end of December 2020 and that no further extension to the 
transition period is likely.  We have highlighted risks to Local Government, should there 
be a less than favourable outcome, for instance how we would support local economies 
impacted by any negative impacts of Brexit with the added complications of COVID.    
 
Whilst much is still unknown, the impacts of Brexit on top of the unprecedented 
challenges of COVID-19 are expected to place enormous pressures on already stretched 
services and key personnel.  It is already anticipated that that there will be additional 
work required for Environmental Health and Trading Standards officers for Export Health 
Certificates (EHC), but the exact scale and level of input is not fully detailed yet.  
Environmental Health Officers for instance have been supporting Test & Protect but it is 
unlikely that such small teams could support both work streams. 
 
The forthcoming end of the EU Settlement Scheme (EUSS) will result in an increased 
number of people with No Recourse to Public Funds (NRPF) in our communities. Local 
authorities have duties to support people with NRPF in some circumstances but receive 
no additional funding to do so. There is currently significant uncertainty as to how 
successful the EUSS has been in reaching the eligible population for Scotland, an issue 
which has been exacerbated by the pandemic which has impact some people’s ability to 
apply and provide the necessary evidence of residence. 
 
Increased demand for services for vulnerable communities could lead to an exacerbation 
of poverty which in turn would add to financial strains on Councils.  At the same time the 
social care sector will need to adjust to the new rules around migration which is likely to 
result in a considerable diminution of the workforce, at a time when the pandemic is 
creating immense pressure on these services.  Sectors that have been identified as at 
risk through our response to the Migration Advisory Committee shortage occupation list 
include social care, early learning and childcare and teachers.  
 
Scotland is also differently dependent than the rest of the UK on migration as the 
contribution to our population growth. 90% of Scotland’s population is due to migration 
with only 10% from births, whereas for the UK the figure is 50%. The immigration policy 
introducing new barriers to migration to Scotland will therefore have a long-term impact 
on Scotland’s demographics, economy and needs. This will lead to increased demand 
for services provided by Councils while the working age population decreases. 
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At the same time the focus should be on a place-based economy in Scotland, there are 
risks that any benefits from the outcome of Brexit will not be reflected equally across the 
country.  Local discretion is important for economic intervention to be effective, however 
we do not as yet know what powers returning from the EU will translate to Scotland, as 
well as what funding arrangements will replace EU structural funds, and how any powers 
would materialise at a local level.  There are also implications for Councils’ procurement 
should there be an increase in inflation post Brexit.  There is a risk of prices been driven 
up as a result of new (or lack of) trade deals with the EU and worldwide. 
 
There is an imminent need for the Scottish Government to revisit its national planning 
assumption for EU Exit and for this to factor in the impact of Covid-19 on communities, 
businesses and the wider economy. 

 
Medium Term Financial Strategy (MTFS) 
 

 
Committee question: How should the Scottish Government’s MTFS when it is published, 
address the uncertainties arising from the on-going health emergency?  
 

 
The Scottish Government’s Medium-Term Financial Strategy has been a welcome step 
in moving toward longer-term planning in the Scottish Budget process.  However, whilst 
increasing transparency and providing useful context in regard to the longer-term outlook 
for the Scottish Budget, the MTFS in itself has not been sufficient to allow for meaningful 
financial planning by Local Government and the public sector.  The MTFS must include 
indicative multi-year budgets alongside national priority commitments so that Councils 
can adequately plan as well. 
 
The forthcoming MTFS must focus meaningfully on the priorities set out in the National 
Performance Framework and should set out how the Scottish Government will plan 
effectively for the next Spending Review and beyond.  The MTFS needs to be an 
effective and inclusive process whereby the Scottish Parliament and the whole of the 
public sector is engaged in planning for the future of Scotland.  Critically, the COVID-19 
crisis needs to be a springboard to bringing about better decision-making across 
Government and the public sector.   

 
The MTFS needs to at least have indicative multi-year budgets at the Local Government 
and NHS level.  It lacks impact if it only highlights potential Scottish Government policies 
and priorities.  There needs to be more robust long-term planning which looks at 
priorities not in isolation but as part of a whole system. 

 
Conclusion 
 

The COVID-19 crisis has re-shaped the way we think about public life in Scotland. 
Councils have been at the forefront of the response, ensuring children and vulnerable 
groups have secure access to food; that people who are shielding can access vital 
support; businesses can remain viable; and that schools can re-open safely. However, 
the way in which these vital supports is funded must fundamentally shift. Local 
Government must be empowered to take fiscal decisions that are best suited to local 
needs and circumstances. A Fiscal Framework for Local Government, alongside multi-
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year budgets and an end to numerous pots of funding, would strengthen local 
democracy and enable Councils to achieve better outcomes for communities and 
improve the lives of citizens.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

APPENDIX 

 
Table 1 

LOCAL GOVERNMENT SETTLEMENT: CAPITAL 

Capital announced 20/21: £763m 

Cash increase presented: £54m (compared base 19/20 budget £709m) 

BUT, Scottish Government commitments total: £171m 

Capital core budget cut: £117m (£171m - £54m) 

Scottish Government commitments 

Early Learning and Childcare 
Expansion 

£121m 

Heat Network Early Adopters £50m 

Total  £171m 
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Table 2 

Scottish Government announced commitments Budget 2020/21 
 

Children and Young People 
Early Learning and Childcare £201m 
Teachers’ pay and pensions £253m 
Additional support for Learning £15m 
Others £1m 
Health and Social Care 
Living Wage £25m 
Free Personal care uplift £2m 
Carers Act £12 
School Counselling £4m 
Integrated Authority ring-fenced 
funding  

£57m 

Other £20m 
Total of Scottish Government 
commitments 

£590m 

  


