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1. Directors of Finance are keen to advance discussions on how greater fiscal 
empowerment can be achieved, given the significant pressures facing Local 
Government.  Consideration has to be given to how both expenditures can be 
contained, and funding models can be developed to ensure Councils are 
financially sustainable in the medium to long term. However, a greater level of 
local control will lead to a higher level of uncertainty in funding at a local level. 
This is challenging given the reduction in real term funding that Councils have 
faced in recent years. Obviously, the risk is lowered when funding is growing. 
 

2. The principle of amendment 9 to the Non-Domestic Rates (Scotland) Bill 
requires further work to be advanced in order to understand the implications 
for Councils and how it would work within the Fiscal Framework that there is a 
commitment to developing. Non-Domestic Rates (NDR) are only one source 
of funding and consideration needs to be given to all funding sources 
including Council Tax and General Revenue Grant (GRG). Work is planned to 
be advanced in this area aimed at replacing Council Tax and developing a 
Fiscal Framework and it is important that NDR is part of this review and not 
considered in isolation. 
 
The amendment, as drafted at Stage 2, would remove the Scottish 
Governments ability to set a scheme of national reliefs currently afforded to 
rate payers in Scotland. This would lead to potentially 32 different schemes 
being developed and substantially increasing workload for Councils and 
ratepayers being awarded variable levels of rates relief based on different 
Rateable Value thresholds. 
 

3. Consideration needs to be given to the interaction between Councils setting 
their own Rate Poundage and national relief schemes for example small 
business bonus scheme and renewable energy relief, which are based on set 
Rateable Value thresholds and percentages of relief.  The small business 
bonus scheme is partly funded by the Large Business Supplement, which will 
be repealed under this amendment. The Scottish Government has agreed to 
review the small business bonus scheme; how the scheme will be delivered 
when Councils may set the Rate Poundage from April 2024 requires further 
discussion. 
 

4. There are several practical implications that Director of Finance would want to 
be considered prior to the implementation of any proposal. These are as 
follows: -  

• NDR is currently combined with GRG to ensure a guaranteed level of 
income for Councils. Any shortfall in NDR in comparison to the forecast 
yield is compensated by an increase in GRG. This provides a level of 



protection when setting budgets and the fact that fluctuations are 
managed on a national basis provides greater resilience than if this risk 
was carried by individual Councils. Consideration would need to be given 
to the level of exposure of risk that Councils could cope with and the 
safeguards that would need to be put in place. There will be Councils who 
will not be in as strong a position to deal with the volatility that the 
proposed changes would bring. Further work is required to understand the 
impact and measures taken to provide a level of stability of funding. This 
can be addressed to a degree as is demonstrated with the system in place 
in England where there is a level of protection afforded to English 
Councils through an equalisation scheme of top ups and tariffs along with 
a minimum buoyancy level which acts as a safety net so that there is a 
maximum reduction in NDR for individual Councils. 

• Therefore, clarity would be required on the intention of equalisation of 
funding and the impact if this was to be removed. At present the pooling 
arrangement for NDR and the safeguard of the combination of NDR and 
GRG to stabilise funding means that the level of fluctuation in NDR is 
contained to an agreed level for all Councils through the floor mechanism. 
It is not clear what the intention is on the formula for distributing funding to 
Councils. 

• The impact of any reduction of funding on the level of local services that 
can be provided given that not all Councils will have the same capacity to 
generate additional/ maintain existing funding. Given economic, rural and 
regional factors there is not a level playing field in attracting inward 
investment and the levers to encourage growth are not all in the gift of 
Councils to exert.  There is a risk of a race to the bottom through 
individual Councils setting their own rate. This may be done in one area to 
attract greater inward investment.  This would then directly impact on the 
level and type of services that could be provided at a local level. There 
could also be an adverse impact on the business community with greater 
uncertainty leading to reduced investment/confidence.  The Bill also 
provides for the Scottish Minister to prescribe a rate poundage where a 
rating authority decides not to discharge their power. This may create a 
two-tier system at a national and local level and its impact on any funding 
arrangements needs further discussion. 

• There are a number of other practical issues that would need to be 
considered such as the impact on appeals, administration costs, rating 
software developments and the treatment of utilities in terms of the role of 
designated Assessors, variable rate poundage across different Council 
areas and billing and recovery for individual utility sites. 

 


