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EXECUTIVE SUMMARY 

BACKGROUND AND CONTEXT 

This briefing is the result of a joint project between SPICe and a research team from the 
University of Glasgow and Heriot Watt University.  It uses and builds upon previous work done 
by the Universities, which was funded by the Joseph Rowntree Foundation (JRF).  This work 
examined how local authorities in England and Scotland have dealt with the significant budget 
reductions which they have faced since 2010. 
 
In 2016-17, the local government revenue settlement fell by £349 million in cash terms (-3.6%).  
In real terms, and therefore taking account of inflation, this is a reduction of £507 million (-5.2%).   

As part of the work for the JRF, the research team developed a “social impact tool”.  This tool 
allows councils to assess the impact of their savings plans on services used more by better-off 
groups of people or poorer groups of people.  It does this by classifying council services into six 
categories on a scale between “Pro-Rich” and “Very Pro-Poor”. This briefing applies the social 
impact tool to all 32 Scottish local authorities for the 2016-17 financial year.  
 
It provides this analysis for local government as a whole, but also splits local authorities into four 
different groups of eight based on a number of factors – levels of deprivation, population density 
and population size.  The data for each local authority is also provided for reference.  An online 
tool will be developed in due course to allow individual local authorities to be compared to 
similar councils and to the average picture across Scotland.   

SUMMARY OF MAIN FINDINGS 

Section 1 – Expenditure  

Figure 1 sets out the categorisation of expenditure for all of Scottish local government on the 
Pro-Rich / Pro-Poor framework. 

Figure 1 – Scotland expenditure 
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Key points to note on expenditure: 

 The largest area of council spending is on Pro-Poor services and more than two thirds of 
all net expenditure is on Pro-Poor, Very Pro-Poor or Neutral-Poor services combined.  

 One tenth of expenditure is on Neutral services, and only 2% of expenditure is on 
services which are Pro-Rich.  Only 6% of expenditure is on Neutral-Rich services. 

 This spread of expenditure means that, when dealing with budget reductions, councils 
have little option but to make most of their savings from services which are used more by 
lower income groups.  

 This pattern of spending is similar across all groups of councils, whether they are 
grouped by deprivation, population density and population size.  

Section 2 – Savings plans 

Figure 2 sets out the categorisation of savings for all of Scottish local government on the Pro-
Rich / Pro-Poor framework. 

Figure 2 – Scotland savings 

 
 
Key points to note on savings: 
 

 Given the spread of expenditure set out above, unsurprisingly the bulk of savings come 
from services used more by lower income groups. Savings to Neutral-Poor, Pro-Poor and 
Very Pro-Poor services together make up almost 50% of the total savings made.   

 Across all groupings of councils, regardless of deprivation, population density and 
population size, all groups are making the largest amount of savings from Pro-Poor 
services.   
 

 But, the most deprived councils are making the highest amount of savings from Very Pro-
Poor services, while the least deprived councils are making the lowest percentage of 
savings in this area.   

 
 In grouping councils by population density, it is clear that the less dense groupings have 

a higher percentage of savings from Pro-Poor services.  In addition, higher density 
groupings are making a higher percentage of their savings from back office functions.  
 

 Similarly, councils with smaller populations are also making a higher percentage of 
savings from back office functions. 
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Section 3 – Savings plans as a share of expenditure 

Figure 3 combines the information in Figures 1 and 2.  Figure 3 shows savings as a percentage 
of expenditure on a whole of local government basis, or the “rate of savings”. 

Figure 3 – Scotland savings as a percentage of expenditure 
 

 
Key points to note on the rate of savings: 

 Section 2 showed that Pro-Poor savings make up the largest absolute element of savings 
plans. But when this is calculated as a percentage of overall expenditure on Pro-Poor 
services, it shows that Pro-Poor services are only being reduced by 2%.  

 It also shows that, while savings from Pro-Rich services make a small contribution to 
overall savings, the level of planned expenditure on Pro-Rich services will be reduced by 
12% in 2016/17.  

 Expenditure on Back Office functions is being targeted for the highest rate of savings – 
17%.   

 Therefore, while the bulk of expenditure is on Pro-Poor services, it appears that local 
authorities are trying to protect these services relative to Pro-Rich services and Back 
Office functions. 

 

 Across all deprivation groupings, there is a similar cut in Pro-Poor services.  While Back 
Office is the area targeted for the highest percentage reduction in all groups, the least 
deprived group is making a higher cut than the most deprived group (22% compared to 
14%).   

 

 The more urban groups of councils are making a higher cut to back office functions than 
the more rural groupings.  
 

 In terms of size, the group with the smallest councils are saving a lower percentage of 
Pro-Rich services, and back office functions than all other groupings. 

Section 4 – Budget pressure 

Analysis in this section uses an overall measure of “budget pressure” for each council, as 
another way to group similar councils together.  This measure is produced by calculating each 
council’s total savings as a percentage of total expenditure.  Councils are then ranked from 
highest percentage to lowest, and placed into four groups of eight accordingly.   
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Key points to note on budget pressure: 
 

 This analysis shows that even with varying levels of budget pressure, the highest savings 
rate is made from Pro-Rich services.  This rate then gets progressively smaller across 
Neutral-Rich, Neutral and Neutral-Poor services.  The rate then rises again for Pro-Poor 
and Very Pro-Poor services. What this pattern suggests is that most councils are making 
similar decisions about how to distribute cuts across categories of services. 

 However, both Very Pro-Poor and Pro-Rich services are being reduced at a greater rate 
in authorities with the most budget pressure than in the rest. This suggests that budget 
pressure is a major driver of the rate of savings within service categories and between 
councils.  

 But, this pattern is not as strong for the group of councils where the pressure is lowest. 
Here, Very Pro-Poor services are experiencing the same rate of savings as Pro-Rich 
services. This might suggest that more could be done in these councils to protect Very 
Pro-Poor services.  

 

 

  



 8 

ABOUT THE PROJECT 

This briefing is the result of a joint project between SPICe and a research team from the 
University of Glasgow and Heriot Watt University, funded by SPICe and the Economic and 
Social Research Council (ESRC).  The briefing uses and builds on previous work done by the 
Universities, funded by the Joseph Rowntree Foundation (JRF).  
 
Since the 2010 UK Comprehensive Spending Review, the research team has been examining 
how local authorities in England and Scotland have dealt with the significant budget reductions 
which they have faced.  The research focussed on the impact of budget cuts on disadvantaged 
people and places in particular.  Major outputs published by JRF include: 
 

 Coping with the cuts? Local government and poorer communities (Hastings, A., Bailey, 
N., Besemer, K., Bramley, G., Gannon, M., and Watkins, D., 2013) 

 

 The cost of the cuts: the impact on local government and poorer communities (Hastings, 
A., Bailey, N., Bramley, G., Gannon, M., and Watkins, D. , 2015a) 

 

 The cost of the cuts: a social impact tool for local authorities (Hastings, A., Bailey, N., 
Bramley, G., Gannon, M., and Watkins, D. (2015b). 

 
The final phase of the project involved developing a “social impact tool” which allowed individual 
councils to assess the impact of their savings plans on different social groups. This briefing 
applies the tool to the savings plans of all 32 of Scotland’s local authorities for the 2016-17 
financial year.  
 
Maria Gannon, from the University of Glasgow, worked in SPICe for three months in summer 
2016 to complete the project.  The briefing was drafted by Maria Gannon and Allan Campbell, 
Head of the Financial Scrutiny Unit in SPICe, with assistance and advice from others listed on 
the front cover.  Information about the authors and contributors is available later in this briefing. 
 
The briefing is intended to assist parliamentarians, local authorities and others to critically 
examine choices made by local government about where savings have been made as a result 
of financial settlements passed down to them by the Scottish Government. 

THE SOCIAL IMPACT TOOL  

DEVELOPMENT OF THE TOOL 

Councils across the UK have had to make savings to their budgets since 2010.  This is mainly 
due to reductions in government grants and increased demand for services caused by 
demographic pressures.  Councils have also had to deal with public service reform. 
 
These savings have been made in a range of ways. The original JRF-funded project examined 
these. Savings included: 
 

 efficiency measures designed to help authorities to “work smarter” 

 “invest to save” activities focused on spending now to reduce future needs and costs 

 reductions in services 

 changes in eligibility thresholds for services 

https://www.gov.uk/government/publications/spending-review-2010
https://www.jrf.org.uk/report/coping-cuts-local-government-and-poorer-communities
http://eprints.gla.ac.uk/view/author/1920.html
http://eprints.gla.ac.uk/view/author/10246.html
http://eprints.gla.ac.uk/view/author/10246.html
http://eprints.gla.ac.uk/view/author/21068.html
http://eprints.gla.ac.uk/view/author/9275.html
http://eprints.gla.ac.uk/view/author/19956.html
https://www.jrf.org.uk/sites/default/files/jrf/migrated/files/CostofCuts-Full.pdf
http://eprints.gla.ac.uk/view/author/1920.html
http://eprints.gla.ac.uk/view/author/1920.html
http://eprints.gla.ac.uk/view/author/10246.html
http://eprints.gla.ac.uk/view/author/9275.html
https://www.jrf.org.uk/report/cost-cuts-social-impact-tool-local-authorities
http://eprints.gla.ac.uk/view/author/1920.html
http://eprints.gla.ac.uk/view/author/10246.html
http://eprints.gla.ac.uk/view/author/9275.html
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 consolidation of facilities. 

The original project also developed a new framework to analyse the extent to which these 
savings had a disproportionate impact on poorer groups of service users. This was based on 
the fact that, while councils provide services which benefit everyone to some extent, some 
services are used more often or more intensively by people with low incomes or living in 
disadvantaged circumstances.  
 
Therefore, the decisions made about what level of savings to make from which services can 
lead to different degrees of impact on different groups of service users. The social impact tool 
was designed to allow individual councils to assess the impact of their savings plans.  

SERVICE CLASSIFICATION – WHAT MAKES A SERVICE PRO-RICH, 
NEUTRAL OR PRO-POOR? 

The social impact tool classifies council services into six categories on a scale between “Pro-
Rich” and “Very Pro-Poor”. “Pro-Rich” implies the service is used disproportionately by more 
affluent households. This classification is based on a number of research studies conducted 
over the last 20 years by one of the authors of the original project, Professor Glen Bramley.  

These studies brought together data from multiple surveys of who uses which services, 
analysed in relation to the Index of Multiple deprivation (IMD) for England and the Scottish Index 
of Multiple deprivation for Scotland (SIMD). They therefore represent the views of tens of 
thousands of respondents. Full detail on all of the sources used for this exercise can be found in 
the Technical Report (University of Glasgow 2015) to the 2015 Joseph Rowntree paper. 

Some services are classed as “back office” functions and these are outwith the classification 
since they are non-service specific and relate to more generic services and functions such as 
Human Resources, ICT and democratic functions. The analysis also provides details of the 
“non-service related” expenditure and savings made by local authorities – this includes items 
like as debt management 

Annex A to this briefing contains a full breakdown of how each service area is classified. Some 
examples of typical classifications are set out below: 

 Pro-Rich services are used more by better-off groups. Includes car parking, and 
museums and galleries. 

 Neutral-Rich services are used slightly more by better off groups. Includes road 
construction, parks and open spaces. 

 Neutral services are used fairly equally by groups across the socio-economic spectrum. 
Includes pre-school education and waste management. 

 Neutral-Poor services are used a little more by poorer groups. Includes libraries and 
secondary education. 

 Pro-Poor services are used more by poorer groups. Includes older persons’ social work 
and local authority-run public transport.  

 Very Pro-Poor services are used much more by poorer groups. Includes social work 
services focussed on children and families, and citizens’ advice services. 

In the classification, “better-off” is defined as “higher income, higher social class, or less 
deprived neighbourhood”; “poorer” is defined as “lower income, lower social class or more 

http://www.gla.ac.uk/media/media_397828_en.pdf
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deprived neighbourhood.”  The term “used more” is defined as “household being more likely to 
use the service, or to use it more frequently”.  A further technical note on the classification is 
available on request from SPICe. 

DATA SOURCES AND METHODOLOGY 

DATA SOURCES 

The key source data for assessing local government planned expenditure in 2016-17 is the 
Scottish Government Statistics publication, Provisional Outturn 2015-16 and Budget Estimates 
2016-17 (Scottish Government 2016).  This data is collected through the Provisional Outturn 
and Budget Estimates (POBE) return from local authorities. It covers data on “net revenue 
expenditure” for services provided by Scottish local authorities.  “Net revenue expenditure” is 
local authority expenditure that is financed from general revenue funding, non-domestic rates, 
council tax and balances, and so does not include other sources of income, like fees and 
charges. 

This project has used published local authority budget documents for 2016-17 to assess local 
authority savings plans.  Most were available from council websites, and some additional 
information was provided by council staff.  A full list of sources is provided in Annex C. 

METHODOLOGY 

A brief description of the methodology used to assess all local authority savings plans against 
the Pro-Rich/Pro-Poor framework is set out below: 
 

 The first step was to map the information in individual local authority savings plans to the 
service descriptions used in the Scottish Local Government Finance expenditure data 
(see Annex A for further information).  
 

 In some cases this meant adding up the amounts attached to a number of relevant 
savings plans in order to get a total saving relating to a particular service.  
 

 A worked example is set out in Annex D, which outlines how savings for “Cultural and 
related services” for a hypothetical council would be collated from information contained 
in their budget documents. 

 

 On occasion, there was insufficient data included in the budget documents to complete 
this assessment.  Therefore, further information was sought from other local authority 
documents such as Equality Impact Assessments or service reviews.  

 

 In some cases, savings plans were cross-cutting in nature and so impacted on a number 
of departments and services. Sometimes it was possible to distribute these savings 
across the relevant departments according to the proportion of saving related to each 
particular service. But where there was insufficient detail, cross-cutting savings were 
distributed evenly across all of the services to which they related.  

 
This process meant that each local authority’s savings plans could be classified according to the 
Pro-Rich / Pro-Poor categories. The savings were then compared to the expenditure data by 
Pro-Rich / Pro-Poor category to give the rate of savings planned from each service category.  

http://www.gov.scot/Publications/2016/06/9117
http://www.gov.scot/Publications/2016/06/9117
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LOCAL GOVERNMENT BUDGET – CONTEXT 

Previous SPICe Briefings discuss the 2016-17 budget settlement to local authorities (Campbell 
2016a) and longer term, historic local government financial information (Campbell 2016b).  This 
section of the briefing summarises the budget position as well as information on council tax 
income (included within “net revenue expenditure”). 

BUDGET 2016-17 

The Scottish Government guarantees the combined general revenue grant (GRG) and 
distributable non-domestic rate income figure (NDRI) 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 calculate Local Government’s revenue settlement, the combined GRG + NDRI 
figure is used.  Table 1 below shows that the combined GRG+NDRI falls by £507 million, or 
5.2%, in real terms in 2016/17.  In cash terms this is a reduction of £349 million, or 3.6%.   

Table 1 – Local Government level 3 breakdown in 2016-17 Draft Budget 

£m 2015-16  2016-
17 (cash) 

Cash 
change 

Cash 
change 
% 

2016-17 
(real, 
2015-16 
prices) 

Real 
change 

Real 
change 
% 

General 
Revenue Grant 

7,004.0 6,685.9 -318.1 -4.5% 6,574.1 -429.9 -6.1% 

Non-Domestic 
Rates 

2,799.5 2,768.5 -31.0 -1.1% 2,722.2 -77.3 -2.8% 

GRG+NDRI 9,803.5 9,454.4 -349.1 -3.6% 9,296.3 -507.2 -5.2% 

 
Local authorities are also expected to meet certain commitments in return for the full funding 
package.  For 2016-17, local government is expected to maintain teacher numbers at 2015 
levels nationally, and secure places for all probationers under the teacher induction scheme.  
Local authorities were also provided with an additional £70m to freeze the Council Tax for 
another year.  An additional £250m was provided “to ensure improved outcomes in social care,” 
but this was provided direct to the NHS, to transfer to health and social care partnerships.  Of 
the £250m, £125m was intended to enable councils to ensure that all social care workers are 
paid the Living Wage of £8.25 per hour.  These issues can all have an effect on where local 
authorities can choose to make savings. 

HISTORIC LOCAL GOVERNMENT BUDGETS 

Making comparable, year-on-year calculations of budget change in real terms over time is 
complicated by the regular changes made to the responsibilities and funding of local 
government. In 2013-14, responsibility (and the associated funding of more than £1,500 million) 
for police and fire was transferred from local government to the new centralised police and fire 
services. This makes comparisons difficult as the amounts for police and fire to be removed 
from the local government settlement were only negotiated for 2013-14 and 2014-15.  Going 
back beyond these years, any numbers are only estimates.   

http://www.scottish.parliament.uk/parliamentarybusiness/95785.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/97405.aspx
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In terms of the Scottish Government’s own budget, to ensure the most comparable figures, we 
include all of the Resource and Capital Departmental Expenditure Limit (DEL) – essentially all of 
the money that the Government has control of (its spending on all devolved services), and as 
we include NDRI on the local government side, we also include NDRI in the Scottish 
Government numbers. 

On this basis, from 2008-09 to 2016-17 (including police and fire allocated to local government, 
and so on a comparable basis), the local government budget decreased by 4.0 percentage 
points more (-8.5%) than the Scottish Government DEL+NDRI (-4.5%).   

Overall, since 2013-14, the actual local government settlement (disregarding all estimates of 
police and fire) has fallen by 1.9% in real terms, whereas the Scottish Government’s DEL+NDRI 
has increased by 3.2% in real terms.  Information on change from 2013-14 to 2016-17 is shown 
in Figure 4 below. 

Figure 4 – change in historic local government settlements since 2013-14, compared to 
Scottish Government DEL+NDRI (real terms) 

 

Note: figures have been adjusted for reprofiling and other changes, as detailed in Local 
Government Finance: facts and figures, 1999-2017. 

COUNCIL TAX INCOME 

Aside from government grant and NDRI, the other main element that funds net revenue 
expenditure is council tax.  Council tax income has remained largely static since 2007-08, due 
to the council tax freeze.  The POBE Statistics show that council tax income was estimated to 
be £2,053m in 2016-17.  In future, although the freeze will be lifted, council tax increases will be 
capped at 3%. 

2.4%

0.3%

-4.5%

-1.9%

2.7%

1.3%

-0.8%

3.2%

2014-15 2015-16 2016-17 2013-14 to

2016-17

Local Government Scottish Government

http://www.scottish.parliament.uk/parliamentarybusiness/97405.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/97405.aspx
http://www.gov.scot/Topics/Statistics/Browse/Local-Government-Finance/POBEStats
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FINDINGS: ANALYSIS OF LOCAL AUTHORITIES’ SAVINGS PLANS 
2016-17 

INTRODUCTION 

This part of the briefing analyses the savings plans of Scotland’s councils. It is in four sections. 

 Section 1 analyses the current expenditure patterns of  the councils against the Pro-
Rich to Pro-Poor categorisation; 

 Section 2 analyses the savings patterns by these categories.  

 Section 3 assesses the rate of savings – the savings as a share of expenditure for 
each category of service.  

 Section 4 examines whether the rate of savings for service categories varies 
according to the extent of budget pressure experienced by councils.  

In the first three sections, the analysis is presented on a whole of local government basis, and 
then for local authorities grouped according to levels of deprivation, population density and 
population size. This was done by sorting the 32 local authorities into four groups of 8 by 
deprivation, by population density and by population.  So, for example, the eight councils with 
the highest levels of deprivation form one group, and then the eight councils with the next 
highest levels of deprivation form the next group, etc. 

The deprivation and population density groups are drawn from the Local Government 
Benchmarking Framework’s Family Groups.  The population size group is based on the latest 
population figures for local authorities.  Full details of the Councils in each group can be found in 
Annex B. The last section grouped councils by budgetary pressure.  

The savings plans for 31 out of 32 councils were analysed to produce the findings in this 
briefing. Shetland Islands Council are using reserves to balance their 2016/17 budget, so no 
savings plan has been included in the analysis for this local authority. 

While the analysis in this section is presented on the basis of the whole of local government, 
and groups of similar authorities together, an online tool will be prepared in due course to allow 
parliamentarians, councils and others to examine how individual local authorities compare to the 
Scottish average.  The tool and user instructions will be available on the Financial Scrutiny Unit 
webpages in due course.   

The chart below, based on information in the Service Classification section above, provides a 
colour coded reference point and examples for the following charts and graphs. 

http://www.improvementservice.org.uk/benchmarking/
http://www.improvementservice.org.uk/benchmarking/
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Figure 5 – Classification of services – examples  

 

SECTION 1: LOCAL AUTHORITY EXPENDITURE ON PRO-RICH AND PRO-
POOR SERVICES 

Overall local authority expenditure 

Before examining local authority savings plans, it is important to establish the pattern of local 
authority expenditure according to the Pro-Rich/Pro-Poor framework. 

The figure below shows that the largest area of local authority expenditure is on Pro-Poor 
services. Indeed more than two thirds of all net expenditure is on Pro-Poor, Very Pro-Poor or 
Neutral-Poor services. One tenth of expenditure is on the Neutral services used fairly evenly 
across the socio-economic spectrum. Only 2% of expenditure is on services which are Pro-Rich, 
and 6% on Neutral-Rich services.   

What this demonstrates is that, as they attempt to make savings, councils will have little option 
but to make the majority of their savings from services which are used more by lower income 
groups. 

Figure 6 - Scottish Local Government expenditure on pro-rich and pro-poor services  
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Local authority expenditure by deprivation group  

Expenditure patterns are very similar across the four deprivation groups, as shown in Figure 7. 
The least deprived authorities spend slightly less on Very Pro-Poor services but slightly more on 
the next category of Pro-Poor services than their counterparts in the other three groupings. 
Otherwise, differences are minimal. 

Figure 7 - Expenditure on service type, by levels of deprivation 
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Local authority expenditure by population density  

Grouping councils by population density also does not reveal large differences in expenditure 
profiles, as shown in Figure 8. Councils with the lowest population density (i.e. the most rural 
authorities) have slightly lower expenditure on Very Pro-Poor services, but slightly more on Pro-
Poor services. This service category includes housing, so this lower spend could reflect the 
housing profile of these less-densely populated councils.  

Figure 8 – Expenditure on service type by population density 
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Local authority expenditure by population size 

As with the other groupings, analysing expenditure patterns by population size does not reveal a 
large degree of variation, as shown in Figure 9. The councils with lower populations tend to 
spend slightly less on Very Pro-Poor services but slightly more on Pro-Poor services than their 
counterparts with larger populations. 

Figure 9 - Expenditure on service type, by population size 

 

SECTION 2: LOCAL AUTHORITY SAVINGS PLANS BY PRO-RICH/PRO-POOR 
SERVICES 

Overall local authority savings 

This section looks at how local authority savings plans for 2016/17 are distributed between the 
different service categories.  Figure 10 shows this distribution for all of Scottish local 
government. 

Not surprisingly, the bulk of savings come from services used more by lower income groups 
since these make up most of local government expenditure. Overall, local authorities are 
making the highest level of savings from cuts to Pro-Poor services (27%). When the savings 
made to Neutral-Poor, Pro-Poor and Very Pro-Poor services are taken together, it becomes 
clear that almost 50% of the savings made by Scottish councils come from services used most 
by lower income groups.  

Savings from back office functions are the next largest category after Pro-Poor at 14%. Only a 
small proportion of savings (6%) come from Pro-Rich services. Around two fifths of councils are 
making savings from “non-service related” items, an average of 3%   
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Figure 10 – Scottish Local Government savings – proportion of savings from each 
service type 
 

 

Local authority savings by deprivation 

When arranged by deprivation level, it remains clear that all four council groupings are making 
most of their savings from Pro-Poor services and at a similar level, shown in Figure 11 below. 
However, the most deprived local authorities are saving a higher proportion from Very Pro-Poor 
services (15%) than the other, less deprived groups. The least deprived group of councils are 
making the lowest savings from Very Pro-Poor services (10%). 

It is also clear that the more deprived groups of councils are making a lower proportion of their 
savings from the “non-service related” category compared with less deprived groups of councils. 
This category includes things like debt management, and contingency. 

Figure 11 - Savings by service type and deprivation group 
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Local authority savings by population density  

Grouping councils according to population density shows that in all groups, the majority of 
savings are made from Pro-Poor services, as shown in Figure 12. But the lower density (or 
more rural) Groups 1 and 2 are making considerably more of their savings from this category 
than the higher density (or more urban) groups of councils. Group 2 councils are making around 
a third of their savings (34%) from Pro-Poor services, which includes services like adult social 
care.  

The most densely populated group of local authorities are making a higher proportion of savings 
from Pro-Rich (8%) and Neutral Poor (11%) services than the other three less densely 
populated groups.  

At the other end of the scale, local authorities with the lowest population density are making a 
higher proportion of their savings from Neutral-Rich (18%) services.  Neutral-Rich services 
include cultural and recreational services and roads and transport. The more densely populated 
council groupings are making a higher proportion of savings from Back Office functions than the 
less densely populated ones.  

Figure 12 - Savings by service type and population density 
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Local authority savings by population size 

Again, in all council groupings the highest proportion of savings are made from Pro-Poor 
services, as set out in Figure 13. Comparing the councils with the highest population to those 
with the least population, the largest councils (Group 4) are making a smaller proportion of 
savings from Pro-Poor services than the smallest councils.  Group 3 councils are making 44% 
of all savings from Pro-Poor and Very Pro-Poor services, compared to the Scottish average of 
39%. 

The two groups of councils with lower populations are making more savings from ‘non-service 
related’ functions than the groups of councils with higher populations. The group of councils with 
the lowest populations have the highest level of savings from Neutral-Rich services (18%) 
compared with the other three groupings. 

Figure 13 - Savings by service type and population size   

 

SECTION 3: LOCAL AUTHORITY SAVINGS PLANS AS A SHARE OF 
EXPENDITURE 

Overall local authority savings as a share of expenditure 

In this section, the two previous sets of data are combined – patterns of local authority 
expenditure and the level of savings planned from service categories – to show how the levels 
of savings compare to levels of expenditure.  The Scotland-wide results are shown in Figure 14 
below. 

This measure is important in that it shows the “rate of savings” planned for each service 
category. However, the analysis shown in the previous section - the proportion of the overall 
savings required by councils coming from Pro-Rich to Pro-Poor service categories - is also 
important. It draws attention to the scale of savings being made, and therefore to the loss of 
resource to these categories of council services.    
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The difference in the two measures is clear when we look at Pro-Poor services. The analysis in 
the previous section showed that, without exception, Pro-Poor savings make up the largest 
absolute element of savings plans.  

But when this is calculated as a percentage of the overall expenditure on Pro-Poor services, it 
shows that Pro-Poor services are only being reduced by 2%.  

It also shows that, while savings from Pro-Rich services make a small contribution to overall 
savings, the level of planned expenditure on Pro-Rich services will be reduced by 12% in 
2016/17.  

Finally, this measure reveals that a 17% reduction in expenditure is planned for Back Office 
services. Local authority expenditure on non-service related functions will see a reduction of 
1%. 

Therefore, while the bulk of expenditure is on Pro-Poor services, it appears that local authorities 
are trying to protect these services relative to Pro-Rich and Back Office services, although Very 
Pro-Poor services are subject to a higher rate of savings than Pro-Poor services. 

Figure 14 - Scotland savings by service type, as a percentage of expenditure 
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Local authority savings by expenditure and deprivation group 

Regardless of deprivation level, councils are saving 2-3% of their expenditure on Pro-Poor 
service, as shown in Figure 15. 

There is however some variation by deprivation in relation to savings from Pro-Rich services - 
13% in the least deprived Group 1 - which is higher than the corresponding 6% for councils in 
the most deprived group. 

Across the deprivation groupings, local authorities are making the highest proportion of savings 
from Back Office services, but the scale of these savings varies. The most deprived local 
authorities are saving 14% of their expenditure on Back Office functions but the least deprived 
are making 22% in savings from these services. This pattern is not uniform with second most 
deprived group of councils (Group 3) also saving up to 22% of their expenditure on Back Office 
functions.  

Figure 15 - Savings as a share of expenditure, by deprivation group 
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Local authority savings by expenditure and population density group 

For councils with the highest population density, their savings as a percentage of expenditure is 
similar to the Scottish average with only one exception. These councils are saving 23% of their 
expenditure on Back Office compared with the Scottish average of 17%, as outlined in Figure 
16. 

There is little variation in the savings made by the lowest density councils when compared with 
the highest density councils across service type. But for Back Office, the more urban councils 
can make higher savings than their more rural counterparts. The second most densely 
populated group of local authorities (Group 3) are making the highest proportion of Back Office 
savings, accounting for 24% of their expenditure on these services.  

Figure 16 - Savings as a share of expenditure, by population density group 
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Local authority savings by expenditure and population size group 

Overall councils with the largest populations are saving more as a percentage of expenditure 
across all service types compared with the group with the smallest populations, as shown in 
Figure 17. The smallest councils are saving the lowest percentage across service categories. 
The variation with regard to pro-rich services is notable. The largest councils are reducing 
expenditure by 18%, in the smallest the rate of reduction is 4%.   

Figure 17 – Savings as a share of expenditure, by population size group 
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SECTION 4: BUDGET PRESSURE 

Analysis in this section produces an overall measure of “budget pressure” for each council.  This 
is done by calculating each council’s total savings as a percentage of total expenditure.  So, the 
higher percentage that total savings make up of total expenditure, the higher the “budget 
pressure”. Councils are then ranked from highest to lowest, and placed into four groups of eight 
accordingly. The data is presented for frontline service areas only and excludes back office and 
non-service related savings. Figure 18 below shows the savings as a share of expenditure, by 
these budget pressure groups. 
 
Figure 18 – Savings as a share of expenditure, by budget pressure group 

 

This analysis highlights that authorities have a quite similar pattern to how savings are 
distributed across service categories. So, in the chart above there is a clear relationship 
between service classification and level of cut, i.e. the highest rate of savings are made from 
Pro-Rich services, this rate gets progressively smaller as far as the Neutral-Poor category, and 
then rises again for Pro-Poor and Very Pro-Poor services. What this pattern suggests is that 
similar kinds of decisions about how to distribute cuts across categories of services are being 
made in most councils. 

However the level of cut within the service categories clearly varies, and this variation is related 
to the degree of budget pressure experienced by the councils. So for example, both very pro 
poor and pro-rich services are being reduced at a greater rate in authorities with the most 
budget pressure than in the rest. This clearly suggests that a major driver of the rate of savings 
within service categories and between councils is budgetary pressure.  

It is notable that this pattern is not as strong for ‘Group 4’ councils where the pressure is lowest. 
Here, very pro-poor services are experiencing the same rate of savings as pro-rich services. 
This might suggest that more could be done in these councils to protect very pro- poor services.  
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INDIVIDUAL LOCAL AUTHORITIES 

While the analysis in this briefing is presented on the basis of the whole of local government, 
and groups of similar authorities together, an online tool is being prepared to allow 
parliamentarians, councils and others to compare how individual local authorities compare to 
the Scottish average.  The tool and user instructions will be available on the Financial Scrutiny 
Unit webpages in due course.   

The tables in this section provide the data on individual local authorities, for reference. 

LOCAL AUTHORITIES – EXPENDITURE ON PRO-RICH AND PRO-POOR 
SERVICES 

Area Pro-

Rich 

Neutral-

Rich 

Neutral Neutral-

Poor 

Pro-

Poor 

Very 

Pro-

Poor 

Back 

Office 

Unclass

ified 

Aberdeen City 3% 6% 11% 16% 41% 12% 3% 8% 

Aberdeenshire 1% 6% 11% 19% 45% 7% 4% 8% 

Angus 1% 8% 10% 20% 40% 11% 3% 7% 

Argyll & Bute 2% 6% 12% 16% 40% 7% 3% 13% 

Clackmannanshire 1% 5% 11% 18% 36% 12% 4% 12% 

Dumfries & Galloway 2% 5% 9% 19% 41% 9% 4% 12% 

Dundee City 2% 4% 11% 16% 40% 15% 2% 10% 

East Ayrshire 3% 5% 11% 17% 40% 12% 2% 11% 

East Dunbartonshire 1% 5% 10% 23% 41% 7% 2% 11% 

East Lothian 2% 6% 11% 17% 44% 8% 2% 10% 

East Renfrewshire 2% 6% 9% 23% 40% 6% 2% 11% 

Edinburgh 2% 4% 10% 13% 40% 13% 3% 15% 

Eilean Siar 3% 5% 10% 16% 42% 5% 4% 16% 

Falkirk 2% 6% 9% 18% 41% 12% 3% 10% 

Fife 2% 7% 10% 17% 42% 12% 3% 8% 

Glasgow 2% 6% 15% 13% 33% 16% 2% 13% 

Highland 2% 6% 9% 18% 42% 9% 3% 12% 

Inverclyde 1% 5% 13% 20% 38% 10% 4% 11% 

Midlothian 2% 6% 9% 18% 42% 12% 4% 7% 

Moray 2% 5% 9% 17% 43% 13% 3% 9% 

North Ayrshire 2% 6% 12% 18% 39% 13% 2% 8% 

North Lanarkshire 2% 7% 11% 19% 44% 7% 3% 7% 

Orkney 2% 7% 9% 20% 47% 5% 7% 3% 

Perth & Kinross 4% 7% 11% 19% 39% 9% 2% 9% 

Renfrewshire 1% 6% 10% 19% 36% 12% 5% 12% 

Scottish Borders 2% 8% 9% 18% 45% 8% 2% 9% 

Shetland 5% 6% 8% 15% 53% 6% 5% 1% 

South Ayrshire 2% 6% 11% 17% 42% 11% 3% 8% 

South Lanarkshire 1% 8% 11% 19% 39% 7% 2% 13% 

Stirling 2% 6% 11% 21% 38% 9% 2% 12% 

West Dunbartonshire 1% 5% 12% 18% 45% 11% 2% 5% 

West Lothian 1% 7% 9% 18% 44% 10% 0% 10% 

Scotland 2% 6% 10% 18% 41% 10% 3% 10% 
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LOCAL AUTHORITIES – SAVINGS FROM PRO-RICH AND PRO-POOR 
SERVICES 

 
Area Pro-

Rich 

Neutral-

Rich 

Neutral Neutral-

Poor 

Pro-

Poor 

Very 

Pro-

Poor 

Back 

Office 

Unclass

ified 

Aberdeen City 11% 16% 14% 9% 18% 14% 14% 3% 

Aberdeenshire 10% 8% 21% 12% 29% 6% 7% 8% 

Angus 5% 14% 19% 14% 35% 7% 7% 0% 

Argyll & Bute 6% 14% 25% 14% 24% 9% 8% 0% 

Clackmannanshire 2% 9% 11% 8% 24% 9% 38% 0% 

Dumfries & Galloway 6% 14% 12% 6% 29% 20% 7% 5% 

Dundee City 10% 10% 14% 17% 10% 8% 24% 7% 

East Ayrshire 2% 2% 12% 14% 35% 30% 5% 0% 

East Dunbartonshire 5% 11% 13% 12% 11% 8% 29% 12% 

East Lothian 7% 11% 13% 5% 49% 6% 10% 0% 

East Renfrewshire 5% 6% 2% 15% 19% 8% 27% 18% 

Edinburgh 9% 4% 15% 7% 26% 18% 23% 0% 

Eilean Siar 1% 31% 3% 3% 32% 29% 1% 0% 

Falkirk 3% 10% 20% 10% 33% 13% 12% 0% 

Fife 6% 13% 19% 5% 23% 14% 13% 6% 

Glasgow 8% 13% 23% 10% 21% 11% 14% 0% 

Highland 6% 10% 22% 5% 28% 13% 15% 0% 

Inverclyde 1% 11% 18% 5% 28% 6% 31% 0% 

Midlothian 0% 11% 23% 8% 9% 19% 0% 30% 

Moray 5% 18% 20% 8% 11% 17% 19% 0% 

North Ayrshire 0% 9% 23% 9% 39% 11% 8% 0% 

North Lanarkshire 13% 15% 22% 20% 16% 8% 6% 0% 

Orkney 3% 43% 4% 11% 26% 2% 10% 0% 

Perth & Kinross 1% 6% 7% 11% 56% 12% 6% 0% 

Renfrewshire 11% 17% 17% 9% 10% 15% 13% 9% 

Scottish Borders 6% 9% 11% 6% 36% 13% 17% 2% 

Shetland 0% 0% 0% 0% 0% 0% 0% 0% 

South Ayrshire 14% 10% 13% 3% 36% 10% 14% 0% 

South Lanarkshire 5% 20% 17% 9% 35% 7% 8% 0% 

Stirling 6% 12% 25% 12% 17% 6% 14% 7% 

West Dunbartonshire 3% 7% 8% 5% 40% 19% 19% 0% 

West Lothian 5% 13% 18% 7% 22% 7% 28% 0% 

Scotland 6% 13% 16% 9% 27% 12% 14% 3% 
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LOCAL AUTHORITIES – SAVINGS AS A SHARE OF EXPENDITURE 

 

Area Pro-

Rich 

Neutral-

Rich 

Neutral Neutral-

Poor 

Pro-

Poor 

Very 

Pro-

Poor 

Back 

Office 

Unclass

ified 

Aberdeen City 19% 16% 7% 3% 3% 6% 26% 2% 

Aberdeenshire 36% 7% 10% 3% 3% 5% 10% 6% 

Angus 16% 6% 7% 2% 3% 2% 7% 0% 

Argyll & Bute 10% 8% 7% 3% 2% 4% 9% 0% 

Clackmannanshire 11% 11% 6% 3% 4% 5% 56% 0% 

Dumfries & Galloway 15% 12% 5% 1% 3% 10% 8% 2% 

Dundee City 15% 9% 5% 4% 1% 2% 39% 3% 

East Ayrshire 1% 1% 2% 1% 1% 4% 4% 0% 

East Dunbartonshire 12% 8% 5% 2% 1% 4% 46% 4% 

East Lothian 9% 5% 3% 1% 3% 2% 12% 0% 

East Renfrewshire 8% 3% 1% 2% 1% 4% 36% 5% 

Edinburgh 10% 3% 4% 1% 2% 4% 22% 0% 

Eilean Siar 1% 9% 0% 0% 1% 8% 0% 0% 

Falkirk 4% 6% 7% 2% 3% 4% 13% 0% 

Fife 15% 8% 8% 1% 2% 5% 17% 3% 

Glasgow 15% 9% 6% 3% 3% 3% 24% 0% 

Highland 18% 8% 11% 1% 3% 7% 23% 0% 

Inverclyde 2% 4% 3% 0% 1% 1% 17% 0% 

Midlothian 0% 1% 2% 0% 0% 1% 0% 3% 

Moray 5% 5% 3% 1% 0% 2% 10% 0% 

North Ayrshire 1% 4% 5% 1% 3% 2% 10% 0% 

North Lanarkshire 14% 5% 5% 2% 1% 3% 5% 0% 

Orkney 3% 10% 1% 1% 1% 1% 3% 0% 

Perth & Kinross 1% 5% 4% 3% 8% 7% 13% 0% 

Renfrewshire 30% 8% 4% 1% 1% 3% 7% 0% 

Scottish Borders 14% 5% 5% 1% 3% 7% 43% 1% 

Shetland 0% 0% 0% 0% 0% 0% 0% 0% 

South Ayrshire 13% 3% 2% 0% 2% 2% 8% 0% 

South Lanarkshire 15% 9% 6% 2% 3% 3% 11% 0% 

Stirling 12% 7% 8% 2% 2% 2% 32% 2% 

West Dunbartonshire 3% 2% 1% 0% 1% 2% 12% 0% 

West Lothian 12% 6% 7% 1% 2% 2% 57% 0% 

Scotland 12% 7% 6% 2% 2% 4% 17% 1% 
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ANNEX A – PRO-RICH AND PRO-POOR CLASSIFICATION 

 Service 
Heading 

Service Pattern of use/ 
benefit 

1 Education Pre-primary education Neutral 

2 Education Primary education Pro-Poor 

3 Education Secondary education Neutral-Poor 

4 Education Special education Pro-Poor 

5 Education Community Learning Pro-Rich 

6 Education Other non-school funding Neutral-Poor 

7 Cultural and 
related services 

Museums and galleries Pro-Rich 

8 Cultural and 
related services 

Other cultural and heritage services Pro-Rich 

9 Cultural and 
related services 

Promotional events Neutral-Rich 

10 Cultural and 
related services 

Other tourism Neutral-Rich 

11 Cultural and 
related services 

Countryside recreation and management Neutral-Rich 

12 Cultural and 
related services 

Sport facilities Neutral-Rich 

13 Cultural and 
related services 

Community parks and open spaces Neutral-Rich 

14 Cultural and 
related services 

Other recreation and sport Neutral-Rich 

15 Cultural and 
related services 

Library Service Neutral-Poor 

16 Social work Service Strategy Pro-Poor 

17 Social work Children's Panel Very Pro-Poor 

18 Social work Children and families Very Pro-Poor 

19 Social work Older persons Pro-Poor 

20 Social work Adults with physical or sensory disabilities Pro-Poor 

21 Social work Adults with learning disabilities Pro-Poor 
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22 Social work Adults with mental health needs Pro-Poor 

23 Social work Adults with other needs Pro-Poor 

24 Social work Criminal justice social work services Pro-Poor 

25 Roads and 
transport 

Road construction Neutral-Rich 

26 Roads and 
transport 

Winter maintenance Neutral-Rich 

27 Roads and 
transport 

Maintenance & repairs Neutral-Rich 

28 Roads and 
transport 

Road lighting Neutral-Rich 

29 Roads and 
transport 

School crossing patrols Neutral-Rich 

30 Roads and 
transport 

Road Safety and Traffic Calming Neutral-Rich 

31 Roads and 
transport 

Other network and traffic management  Neutral-Rich 

32 Roads and 
transport 

Parking Pro-Rich 

33 Roads and 
transport 

Local authority public transport  Pro-Poor 

34 Roads and 
transport 

Non-LA public transport: Concessionary fares Pro-Poor 

35 Roads and 
transport 

Non-LA public transport: Support to operators and 
voluntary groups 

Pro-Poor 

36 Roads and 
transport 

Non-LA public transport: Co-ordination Back Office 

37 Environmental 
services 

Trading Standards - Citizens Advice Very Pro-Poor 

38 Environmental 
services 

Trading Standards - Other (Consumer Protection) Neutral 

39 Environmental 
services 

Waste Management - Waste Collection Neutral 

40 Environmental 
services 

Waste Management - Waste Disposal Neutral 

41 Environmental Waste Management - Other Neutral 
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services 

42 Environmental 
services 

Other - Cemetery, cremation and mortuary services Neutral 

43 Environmental 
services 

Other -  Coast Protection Neutral 

44 Environmental 
services 

Other - Flood defence and land drainage Neutral 

45 Environmental 
services 

Other - Environmental Health Neutral 

46 Planning and 
economic 
development 

Planning: Building control Pro-Rich 

47 Planning and 
economic 
development 

Planning: Development control Pro-Rich 

48 Planning and 
economic 
development 

Planning: Policy Pro-Rich 

49 Planning and 
economic 
development 

Planning: Environmental initiatives Neutral 

50 Planning and 
economic 
development 

Economic development Neutral 

51 Non-HRA 
Housing 

Administration of Housing Advances Very Pro-Poor 

52 Non-HRA 
Housing 

Renovation and Improvement Grants (excl admin 
costs) 

Very Pro-Poor 

53 Non-HRA 
Housing 

Administration of Renovation and Improvement 
Grants 

Very Pro-Poor 

54 Non-HRA 
Housing 

Other Private Sector Housing Renewal Very Pro-Poor 

55 Non-HRA 
Housing 

Housing Benefits: Rent Allowance Very Pro-Poor 

56 Non-HRA 
Housing 

Housing Benefits: Rent Rebate Very Pro-Poor 

57 Non-HRA 
Housing 

Homelessness Very Pro-Poor 
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58 Non-HRA 
Housing 

Housing Support Services Very Pro-Poor 

59 Non-HRA 
Housing 

Welfare Services Very Pro-Poor 

60 Non-HRA 
Housing 

Other non-HRA Housing (excl. admin of Housing 
Benefits) 

Very Pro-Poor 

61 Central services Council Tax Collection  Back Office 

62 Central services Non-Domestic Rates Collection Back Office 

63 Central services Administration of Council Tax Reduction & Housing 
Benefit 

Very Pro-Poor 

64 Central services Emergency Planning Neutral 

65 Central services Licensing Neutral 

66 Central services Conducting Elections Neutral 

67 Central services Registration of Electors Neutral 

68 Central services Non-Domestic Lands Valuation Back Office 

69 Central services Council Tax Valuation Back Office 

70 Central services Non-Road Lighting Neutral-Rich 

71 Central services General Grants, Bequests & Donations Pro-Poor 

72 Central services Registration of Births, Deaths & Marriages Neutral 

73 Central services Corporate and Democratic Core Back Office 

74 Central services Equal Pay/Single Status (prior year cost/provision 
only) 

Back Office 

75 Central services Non Distributed Costs Back Office 

76 Central services Miscellaneous Back Office 

77 Other 
Expenditure 

Surplus(-)/Deficit(+) on trading operations not 
already included  

Non-service 
Related 

78 Other 
Expenditure 

Capital expenditure charged to the General Fund Non-service 
Related 

79 Other 
Expenditure 

Interest and Investment income (record a credit as 
a negative value) 

Non-service 
Related 

80 Other 
Expenditure 

Statutory repayment of debt - Loans fund Non-service 
Related 

81 Other Statutory repayment of debt - Credit arrangements Non-service 
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Expenditure (Finance leases / PPP/PFI) Related 

82 Other 
Expenditure 

Interest payable and similar charges Non-service 
Related 

83 Other 
Expenditure 

Premiums and discounts Non-service 
Related 

84 Other 
Expenditure 

Debt Management Expenses Non-service 
Related 

85 Other 
Expenditure 

Contingency Non-service 
Related 
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ANNEX B – LOCAL AUTHORITY GROUPINGS 

LOCAL AUTHORITIES GROUPED BY DEPRIVATION 

Benchmarking Group Local Authority Mean SIMD 
Percentile (2012) 

Group 1 (Least deprived) East Renfrewshire 76.2 

 East Dunbartonshire 71.9 

 Aberdeenshire 70.7 

 Edinburgh 64.8 

 Perth & Kinross 64.2 

 Aberdeen City 62.5 

 Shetland 61.9 

 Orkney 60.3 

Group 2 Moray 60.8 

 Stirling 59.7 

 East Lothian 59.2 

 Angus 57.7 

 Scottish Borders 57.4 

 Highland 54.0 

 Argyll & Bute 53.4 

 Midlothian 53.2 

Group 3 Falkirk 52.0 

 Dumfries & Galloway 51.9 

 Fife 51.7 

 South Ayrshire 50.2 

 West Lothian 49.8 

 South Lanarkshire 48.9 

 Renfrewshire 47.6 

 Clackmannanshire 46.0 
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Group 4 (Most deprived) Eilean Siar 43.4 

 Dundee 41.2 

 East Ayrshire 40.5 

 North Ayrshire 39.3 

 North Lanarkshire 38.2 

 Inverclyde 37.7 

 West Dunbartonshire 34.1 

 Glasgow 32.5 
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LOCAL AUTHORITIES GROUPED BY POPULATION DENSITY  

Benchmarking Group Local Authority Mean Population 
Dispersion 

Group 1 (Most dispersed) Eilean Siar 34.5 

 Argyll & Bute 25.8 

 Shetland 23.4 

 Highland 19.3 

 Orkney 18.8 

 Scottish Borders 10.6 

 Dumfries & Galloway 9.8 

 Aberdeenshire 9.1 

Group 2 Perth & Kinross 8.0 

 Stirling 5.0 

 Moray 4.7 

 South Ayrshire 3.9 

 East Ayrshire 3.6 

 East Lothian 3.0 

 North Ayrshire 2.3 

 Fife 2.1 

Group 3 Angus 2.0 

 Clackmannanshire 2.0 

 Midlothian 1.3 

 South Lanarkshire 1.0 

 Inverclyde 0.9 

 Renfrewshire 0.8 

 West Lothian 0.8 

 East Renfrewshire 0.7 

Group 4 (Least dispersed) North Lanarkshire 0.7 

 Falkirk 0.6 
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 East Dunbartonshire 0.5 

 Aberdeen City 0.4 

 Edinburgh 0.1 

 West Dunbartonshire 0.1 

 Dundee 0.0 

 Glasgow 0.0 
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LOCAL AUTHORITIES GROUPED BY POPULATION SIZE 

 

Benchmarking Group Local Authority Population 

Group 1 (Lowest population) Orkney Islands 21,670 

 Shetland Islands 23,200 

 Eilean Siar 27,070 

 Clackmannanshire 51,360 

 Inverclyde 79,500 

 Argyll & Bute 86,890 

 Midlothian 87,390 

 West Dunbartonshire 89,590 

Group 2 Stirling 92,830 

 East Renfrewshire 92,940 

 Moray 95,510 

 East Lothian 103,050 

 East Dunbartonshire 106,960 

 South Ayrshire 112,400 

 Scottish Borders 114,030 

 Angus 116,900 

Group 3 East Ayrshire 122,060 

 North Ayrshire 136,130 

 Dundee City 148,210 

 Dumfries & Galloway 149,670 

 Perth & Kinross 149,930 

 Falkirk 158,460 

 Renfrewshire 174,560 

 West Lothian 178,550 

Group 4 (Highest population) Aberdeen City 230,350 
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 Highland 234,110 

 Aberdeenshire 261,960 

 South Lanarkshire 316,230 

 North Lanarkshire 338,260 

 Fife 368,080 

 Edinburgh, City of 498,810 

 Glasgow City 606,340 
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LOCAL AUTHORITIES GROUPED BY BUDGET PRESSURE 

Budget pressure group Local authority Budget pressure 
(savings as percentage 
of expenditure) 
 

Group 1 (greatest budget 
pressure) 

Clackmannanshire 6.6% 

 Aberdeen City 
 

5.7% 

 Perth & Kinross 
 

5.4% 

 Aberdeenshire 
 

5.3% 

 Highland 
 

4.6% 

 Dumfries & Galloway 
 

4.3% 

 Scottish Borders 
 

4.2% 

 Glasgow 
 

4.1% 

Group 2 Fife 
 

4.1% 

 Dundee City 
 

3.7% 

 East Dunbartonshire 
 

3.7% 

 Angus 
 

3.6% 

 South Lanarkshire 
 

3.6% 

 Argyll & Bute 
 

3.5% 

 Stirling 
 

3.4% 

 West Lothian 
 

3.3% 

Group 3 Falkirk 
 

3.2% 

 East Renfrewshire 
 

3.0% 

 Edinburgh 
 

2.9% 

 North Ayrshire 
 

2.8% 

 Renfrewshire 
 

2.6% 

 East Lothian 
 

2.5% 

 North Lanarkshire 
 

2.4% 

Group 4 (least budget 
pressure) 

Inverclyde 1.9% 
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 South Ayrshire 
 

1.8% 

 Orkney 
 

1.7% 

 East Ayrshire 
 

1.5% 

 Moray 
 

1.5% 

 West Dunbartonshire 
 

1.4% 

 Eilean Siar 
 

1.4% 

 Midlothian 0.7% 

 Shetland 
 

0.0% 
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ANNEX C – LOCAL AUTHORITY BUDGET DOCUMENTS 

Local Authority Budget Documents 

 Aberdeen City  General Fund Revenue Budget 2016/17 and Non-Housing 
Capital Programme 2016/17 to 2020/21 
 

 Aberdeenshire  Report to Aberdeenshire Council – 11 February 2016 
Revenue Budget 2016 – 2017 – Appendix 1 
 

 Angus  Provisional Revenue Budget (Including Budget Savings 
and Investment Proposals 2016/17) 

 
 Argyll & Bute  Budgeting Pack Revenue Budget 2016-17 

 
 

 Clackmannanshire  General Services and HRA Revenue and Capital Budget 
2016/17 
 

 Dumfries & Galloway  Budget Update 2016/17 Amendments 
 
 

 Administration Budget Saving Templates 2016/17 
 
 

 Budget Proposal 2015/16 to 2017/18 
 
 

 Dundee City  Revenue Budget and Council Tax 2016/17 
 
 

 East Ayrshire  Transformation Strategy - Revenue Budget Update 
(Cabinet – 9 March 2016) 
 

 East Dunbartonshire  Strategic Planning & Performance Framework 2016/17 – 
2017/18: Transformational Change & Budget Reduction 
 

 East Lothian  Administration Budget Proposals 2016/17 – 2018/19 
 
 

 East Renfrewshire  Revenue Estimates 2016/1 and 2017/18 
 
 

 Edinburgh, City of  Council Budget 2016-2020 
 
 

 Eilean Siar 1 Budget Strategy Update (2016-18) 
 
 

 Budget Strategy Update (Appendix D) 
 
 

 Falkirk  Falkirk Council Budget 2016/17 
 

http://committees.aberdeencity.gov.uk/documents/s54440/General%20Fund%20Revenue%20Budget%202016-17%20and%20Non-Housing%20Capital%20Programme%202016-17%20to%202020-21.pdf
http://committees.aberdeencity.gov.uk/documents/s54440/General%20Fund%20Revenue%20Budget%202016-17%20and%20Non-Housing%20Capital%20Programme%202016-17%20to%202020-21.pdf
http://committees.aberdeenshire.gov.uk/committees.aspx?commid=1&meetid=18393
http://committees.aberdeenshire.gov.uk/committees.aspx?commid=1&meetid=18393
http://www.angus.gov.uk/download/meetings/id/1985/agenda_item_no_5i_-_report_no_6116_-_provisional_revenue_and_capital_budgets_20162017_and_beyond_-_provisional_revenue_budget_and_savings_proposals_volume_red_cover
http://www.angus.gov.uk/download/meetings/id/1985/agenda_item_no_5i_-_report_no_6116_-_provisional_revenue_and_capital_budgets_20162017_and_beyond_-_provisional_revenue_budget_and_savings_proposals_volume_red_cover
https://www.argyll-bute.gov.uk/moderngov/documents/s106781/Revenue%20Budget%20Pack%202016-7.pdf
http://www.clacksweb.org.uk/document/meeting/127/716/5234.pdf
http://www.clacksweb.org.uk/document/meeting/127/716/5234.pdf
http://www.dumgal.gov.uk/CHttpHandler.ashx?id=17856&p=0
http://egenda.dumgal.gov.uk/aksdumgal/images/att40310.pdf
http://egenda.dumgal.gov.uk/aksdumgal/images/att36410.pdf
http://www.dundeecity.gov.uk/reports/agendas/pr250216(website).pdf
http://docs.east-ayrshire.gov.uk/CRPADMMIN/2012%20AGENDAS/CABINET/9%20MARCH%202016/Transformation%20Strategy%20-%20Revenue%20Budget%20Update.pdf
http://docs.east-ayrshire.gov.uk/CRPADMMIN/2012%20AGENDAS/CABINET/9%20MARCH%202016/Transformation%20Strategy%20-%20Revenue%20Budget%20Update.pdf
https://dbs.eastdunbarton.gov.uk/Web%20Site/Live/Online%20Services/EDCCmtt.nsf/0/64df90803b20783480257f73006597c3/$FILE/councilfinal11032016.pdf
https://dbs.eastdunbarton.gov.uk/Web%20Site/Live/Online%20Services/EDCCmtt.nsf/0/64df90803b20783480257f73006597c3/$FILE/councilfinal11032016.pdf
http://www.eastlothian.gov.uk/download/meetings/id/17310/east_lothian_council_public_document_pack_09_02_16
http://www.eastrenfrewshire.gov.uk/CHttpHandler.ashx?id=16276&p=0
http://www.edinburgh.gov.uk/info/20254/our_future_council/1352/council_budget_2016-2020
http://www.falkirk.gov.uk/services/council-democracy/budgets-spending-performance/council-budget.aspx
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 Fife  Revenue Budget 2016-19 
 
 

 General Fund Revenue Budget 2016-19  – Operational 
Budget Savings 
 

 Glasgow City  Budget Options Draft Budget 2016 - 2018 
 
 

 Highland  Revenue Budget 2016/17 ‐ 2018/19 Summary of 
Proposed Budget Savings 
 

 Inverclyde  2016/18 Budget 
 
 

 Midlothian  Financial Strategy 2016/17 to 2020/21 
 

 Moray 2 Summary of the recommended budget movements 
 
 

 2016-17 Savings agreed by full council 
 
 

 North Ayrshire  General Services Revenue Estimates 2016/17 to 
2017/18 
 

 North Lanarkshire  Revenue Budget 2016/17 
 
 

 Orkney  Revenue Budget 2016/17 
 
 

 Perth & Kinross  Revenue Budget 2016/17 to 2018/19 
 
 

 Renfrewshire 3  Renfrewshire 2016/17 Budget Summary 
 
 

 Scottish Borders  Financial plan 2016/17 to 2020/21 
 
 

 Shetland  The Council Budget Book 2016/17 
 
 

 South Ayrshire  Balancing the Budget 2016/17 - 2018/19 
 
 

 South Lanarkshire  Appendix 2 – Savings Proposals 2016/2017 
 
 

 Stirling  Final Draft Report February 2016 
 
 

http://publications.1fife.org.uk/uploadfiles/publications/c64_ApprovedRevenueBudget2016-19.pdf
http://publications.1fife.org.uk/uploadfiles/publications/c64_2016-19OperationalSavings.pdf
http://publications.1fife.org.uk/uploadfiles/publications/c64_2016-19OperationalSavings.pdf
https://www.glasgow.gov.uk/CHttpHandler.ashx?id=32816&p=0
http://www.highland.gov.uk/download/meetings/id/69801/item_3_booklet_a_%E2%80%93_summary_of_savings_proposals
http://www.highland.gov.uk/download/meetings/id/69801/item_3_booklet_a_%E2%80%93_summary_of_savings_proposals
https://www.inverclyde.gov.uk/meetings/meeting/1850
https://midlothian.cmis.uk.com/Live/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=YhZ0gyUqIMbbysEupBVEwjQvOJ7VXpDDmKFbaUStOXFmY84ZyhpFQA%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d&mCTIbCubSFfXsDGW9
https://north-ayrshire.cmis.uk.com/North-Ayrshire/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=Di8PssBx%2fs5B1fS5FdRGT7z0t4Ym6Vfjg%2b18SlYF37LWk8bCTYNJZg%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d
https://north-ayrshire.cmis.uk.com/North-Ayrshire/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=Di8PssBx%2fs5B1fS5FdRGT7z0t4Ym6Vfjg%2b18SlYF37LWk8bCTYNJZg%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d
https://mars.northlanarkshire.gov.uk/egenda/public/kab190.pl?cmte=COU&meet=180
http://www.orkney.gov.uk/Files/Committees-and-Agendas/Council-Meetings/2016/28-04-2016/I09_App01_RevenueBudget_2016-17.pdf
http://www.pkc.gov.uk/CHttpHandler.ashx?id=34393&p=0
https://www.scotborders.gov.uk/downloads/file/2112/financial_plan_201617_to_202021
http://www.shetland.gov.uk/about_finances/documents/2016-17BudgetBook.pdf
http://www.south-ayrshire.gov.uk/documents/budget%20efficiency%20measure%20appendices%202015-2017.pdf
http://ecas.southlanarkshire.gov.uk/viewSelectedDocument.asp?c=P62AFQZLZ3T1ZL0G
http://www.stirling.gov.uk/__documents/2015-16-draft-budget-report-february-2016.pdf
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 West Dunbartonshire  2016/17 Revenue Estimates 
 
 

 West Lothian  Revenue Budget 2016/17 and 2017/18 
 
 

 
1 Eilean Siar data was provided by the council in PDF format as the web links to the data 

are inaccessible to non-council staff 
2 Moray data was provided by the council as data on the web site was headline figures 

only 
3 Renfrewshire data was data was provided by the council as data on the web site referred 

to expenditure changes only 
 
 

  

http://wdccmis.west-dunbarton.gov.uk/CMIS5/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=6UM6s%2bkEvgP7%2fWbc%2b9IdXSxfRLV0Y4jpAtwA55kGXhUnFjs1t2yNnQ%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d&mCTI
http://coins.westlothian.gov.uk/coins/viewSelectedDocument.asp?c=P62AFQDXNTNTNT81
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ANNEX D – METHODOLOGY – WORKED EXAMPLE 

DATA ANALYSIS – FROM BUDGET DOCUMENTS TO SOCIAL IMPACT 
 
The following savings plans are a typical example of the type of information contained in local 
authority budget documents. The following five savings proposals are concerned with changes 
to a mixture of cultural and recreational services including library services. 
 

Code Portfolio Service Proposal 
Saving 
(£000s) 

1 
Education & 
Leisure Services Library 

Library services refocused to increase use of e-facilities (see Library 
Service Review) 30 

2 
Education & 
Leisure Services Library 

Library services refocused to introduce self-service provision (see 
Library Service Review) 25 

3 
Education & 
Leisure Services Library Revised management structure (see Library Service Review) 10 

4 
Education & 
Leisure Services Leisure 

Community halls – review all usage of community halls. Consider 
options for community transfer or closure 70 

5 
Education & 
Leisure Services Leisure Reduction on senior citizens concession for leisure services 20 

 
The first three savings relate to libraries and are summed to give the total for library services. 
This figure (£65,000) is then entered into the appropriate space in the analysis spreadsheet. 
The process is then repeated for the other two savings which concern changes to community 
halls and leisure services for the elderly. The table below is an excerpt from an analysis 
spreadsheet showing how the summary data would appear. Note how each service has been 
allocated a Pro-Rich, Pro-Poor or Neutral code. This process is repeated for each of the 
council’s savings plans across all service headings to produce an analysis spreadsheet 
containing all relevant data for that local authority. 
 

   STANDARD CLASSIFICATION  

No Service Heading Service Code 
Pattern of use/ 
benefit 

Savings 
(£000s) 

7 
Cultural & related 
services Museums and galleries -2 Pro-Rich 0 

8 
Cultural & related 
services Other cultural and heritage services -2 Pro-Rich 0 

9 
Cultural & related 
services Library service 1 Neutral-Poor 65 

10 
Cultural & related 
services Tourism -1 Neutral-Rich 0 

11 
Cultural & related 
services 

Countryside recreation and 
management -1 Neutral-Rich 0 

12 
Cultural & related 
services 

Sport facilities (including  swimming 
pools and golf courses) -1 Neutral-Rich 0 

13 
Cultural & related 
services Community parks and open spaces -1 Neutral-Rich 0 

14 
Cultural & related 
services Other recreation and sport -1 Neutral-Rich 90 
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Local Government and Communities Committee 
 

10th Meeting 2016 (Session 5), Wednesday 9 November 2016 
 

Draft Scottish Government Budget Scrutiny 2017-18 

Introduction 
 
1. The Local Government and Communities Committee has responsibility for 

scrutinising the Scottish Government’s draft budget in relation to Local 
Government and Housing spending. Following its scrutiny, the Committee 
reports any findings to the Finance and Constitution Committee who in turn 
report to the Parliament. 

Local Government and Communities Committee budget consideration 
 
2. Given that the Scottish Government’s draft Budget 2017/18 and associated 

documents are not expected to be published until 15 December and the 
Committee is required to report to the Finance and Constitution Committee by 
13 January, the time available for the Local Government and Communities 
Committee to take evidence on the budget is limited. The Committee has 
therefore agreed to undertake pre-budget scrutiny looking back at what has 
actually been spent in 2015/16 and (to the extent possible) 2016/17. 

3. The Finance and Constitution Committee wrote to all subject Committees on 26 
October 2016 providing an update on its evidence sessions on possible 
scenarios for the Scottish budget which have been published by the Fraser of 
Allander Institute. It also provides an update on the tri-partite review group 
which has been set up to examine the budget process following the devolution 
of further powers in the Scotland Act 2012 and the Scotland Act 2016.  

4. In addition, the letter asks subject Committees to address the following issues 
in their submission to the Finance and Constitution Committee: 

 The impact of the timing of the publication of Draft Budget 2017/18 on 
our scrutiny of Draft Budget 2017/18; 

 The usefulness of the material which the Cabinet Secretary has 
provided in advance of the publication of the draft budget in informing 
our budget scrutiny; 

 The usefulness of the performance reporting material in informing a 
shift towards a more outcomes based focus to budget scrutiny as set 
out in the guidance to subject committees.  

5. The letter from the Finance and Constitution Committee can be viewed here: 
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http://www.scottish.parliament.uk/S5_Public_Audit/2016.10.26_Convener_Fina
nce_Committee_to_Subject_Committees.pdf 

6. The Committee will hold two round table evidence sessions, one hearing from 
Local Government stakeholders on 9 November, followed by a second round 
table session with housing stakeholders at its meeting on 16 November. 

7. The issues raised in these sessions will then inform the evidence sessions with 
the Cabinet Secretary for Finance and the Constitution (on the Local 
Government aspect of the budget) and Minister for Local Government and 
Housing (on the housing aspect of the budget), following the publication of the 
draft budget and associated documents. 

8. The Committee held a call for evidence which closed on 28 October 2016. The 
call for evidence and responses can be viewed here: 

http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/10
0918.aspx 

9. SPICe has compiled a summary of responses, which is available as a separate 
paper LGC/S5/16/10/3. In addition, SPICe, in collaboration with University of 
Glasgow and Heriot Watt University, has recently published a briefing on the 
Social Impact of the 2016-17 local government budget. The full briefing is 
enclosed with Committee papers.  

Next Steps 
 
10. At its meeting on 9 November 2016, the Committee is due to hear from George 

Black – University of Strathclyde, Professor Richard Kerley – Queen Margaret 
University, COSLA, SOLACE Scotland, SLGP, Argyll and Bute Council and 
Renfrewshire Council. Written submissions provided from those attending this 
session are attached at Annexe A. In addition, George Black has provided a 
copy of an article he wrote earlier this year for the Local Government 
Information Unit and this is also attached at Annexe A.  

http://www.scottish.parliament.uk/S5_Public_Audit/2016.10.26_Convener_Finance_Committee_to_Subject_Committees.pdf
http://www.scottish.parliament.uk/S5_Public_Audit/2016.10.26_Convener_Finance_Committee_to_Subject_Committees.pdf
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/100918.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/100918.aspx
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ANNEXE A 
 

Submission from the Scottish Local Government Partnership 
 
Local Government budget  
 
As part of the UK-wide squeeze on public sector budgets, the Scottish Local 
Government budget has fallen significantly in real terms in recent years.  Since its 
peak in 2009-10, total like for like local government funding from the Scottish 
Government has fallen by around 10% in real terms.  See the SPICe Briefing on 
historic local government finance for more information and context.  Local authorities 
have therefore been making savings for many years.  The future shape of the local 
government settlement is unclear, but local authorities are preparing for further real 
terms reductions in their resources. 
 
Question 1: We want to hear your views on the impact of budget reductions to 
date on local services, etc.  
 
Local Government has unfortunately had to manage reducing levels of grant both in 
real terms and in cash terms in recent years. This is in an environment where 
Councils also face increasing costs from Pay agreements, increased costs of 
providing pensions through removal of NI benefits, introduction of the Apprentice 
Levy, and increasing Living Wage levels. In addition, demographic and socio-
economic changes, in particular the impact of an aging population, changes in UK 
government national policy such as state pension arrangements and welfare reform 
which have added tens of millions of pounds of additional costs to councils’ cost 
base. 
 
Our expectation is that the trend of grant reduction is unlikely to change in the 
foreseeable future and that a more strategic approach needs to be adopted to the 
delivery of services in this restricted environment.  The iterative nature of the 
reductions have given authorities very little scope to put in place a long term strategy 
to rebalance service provision in the most effective way. 
 
It is also important to recognise that headline reductions in grant cuts do not reflect 
the reality of how grant allocations are affecting services.  Over recent years, the 
Scottish Government has passed a range of new responsibilities and new burden 
funding to local government include for example new responsibilities linked to the 
Children and Young People Act, establishment of the Council Tax reduction scheme 
and Scottish Welfare Fund. Police and Fire Services changes have also resulted in 
reductions in Local Government funding.  Allowances provided for Council Tax cuts 
of £70m per annum also serve to distort the year on year comparable position for 
grant to show levels of cuts actually faced by councils.  

http://www.scottish.parliament.uk/ResearchBriefingsAndFactsheets/S4/SB_16-26_Local_Government_Finance_facts_and_figures_1999-2017.pdf
http://www.scottish.parliament.uk/ResearchBriefingsAndFactsheets/S4/SB_16-26_Local_Government_Finance_facts_and_figures_1999-2017.pdf
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The scale of reduction in resources faced by councils is more significant than the 
SPICe paper may suggest and indeed only represents the minority element of the 
overall financial challenge faced by local authorities – coupled to a shrinking 
resource base cost and demand growth at the same time has contributed almost 
twice as much budget pressure over this period and it is important that the 
Committee understands this in order that the scale of challenge faced by councils to 
maintain the delivery of priority services can be truly appreciated. 
 
Councils do attempt to manage cuts in grant through more efficient practices and 
transformational change, with a view to minimising the impact directly on local 
services and the most vulnerable.  However, this level of efficiencies is challenging 
to sustain.  Short term measures alone cannot deal with the quantum of change 
required and therefore Councils are pursuing more transformational change in order 
to provide a more sustainable solution.  These programmes focus on changing the 
way the services are provided and include: an increased use of ICT based systems; 
reviews of structures and staffing levels across all service areas; further 
developments of the shared services model; further enhancements in procurement; 
and a redesign of processes and services. 
 
Ultimately the way services are delivered is evolving in a way that reflects the needs 
of the most vulnerable and the capacity of citizens to receive services however the 
speed with which budget reductions are required does not allow a managed 
transition between these two positions. 
 
As Council grants are cut, and other services protected (including the requirement to 
maintain teacher numbers), the areas of councils budgets where reductions can be 
made grows ever smaller.  The ability to limit real impact on local services reduces 
every year.   The cumulative impact of these grant reductions and budget pressures 
has and continues to result in an erosion of traditional service levels and a 
reassessment of income generation options. 
 
The recent report released by the Fraser of Allander institute shows the anticipated 
scale of cuts which the local government budget is likely to face. In light of protection 
of other services, the local government portfolio can be seen as the “balancing 
figure” in the overall Budget.    
 
In responses prepared by Councils within the SLGP, the Committee has been called 
on to hold the Government to account for the impacts that a further significant cut to 
local government resources will have to the delivery of local services, and to remove 
the use of conditions tied to financial penalties in settlements. Local authorities need 
to be free to manage resources and services locally as they see fit and as being in 
the best interest of their own communities to which they are locally accountable. 
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As part of a long running project looking at the impact of local government budget 
reductions across the UK, the Joseph Rowntree Foundation and Glasgow University 
have developed a 'social impact tool'. This tool allows councils to examine their 
budget choices and look at whether their savings are weighted more on those 
services that are "pro-rich" or "pro-poor".  
 
Question 2: We want to hear your views on the extent to which local authority 
spending decisions prioritise funding for policies that are likely to reduce 
inequalities.  
 
Councils have worked on prevention and early intervention programmes, tackling 
poverty programme, employability programmes at the same time as tackling wider 
cost pressures and a shrinking resource base.  Specific programmes around 
worklessness, training, income inequality, nurture classes and shifting the balance of 
care are all examples of specific programmes designed to meet particular needs and 
inequalities identified within the communities.  While programmes of this type remain 
key objectives of many Councils, it is impossible to ring fence every aspect of this 
work given the financial challenge.  This is further exacerbated by prescription of 
more of the council’s budget in education and social work where sums have been 
earmarked for national policy priorities. 
 
Councils within the SLGP were involved in an earlier Joseph Rowntree Foundation 
study on councils and their ability to assess social and community risks arising from 
spending decisions.   Key messages from the output of that study echoed points 
around the lack of resources distributed in Scotland to tackle deprivation and 
associated inequality.  
 
Points made by the Study should be considered by the Committee: 
 
 It is necessary to slow the pace of the cuts if local government and its partners 

are to have sufficient time or ‘headroom’ to devise appropriate, strategic 
responses with the best chance of being effective over the long term. 

 
 It is necessary to avoid over burdening the more deprived authorities through the 

impact of the resource distribution system. In addition, there is a need for a 
major change in the nature and level of support from central government for 
investment or preventative activities.  

 
 Investment strategies need to focus on how all citizens can benefit from 

economic growth and job creation in their areas if the level of demand on local 
services is to be reduced by this means. The drive to generate financial savings 
should not be allowed to undermine the development of local economic 
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strategies which also support people into employment and improve job retention 
and progression from low-paid work.  

 
 There is a lack of capacity and capability within more deprived communities to 

effectively meet the expectations around the ‘civic responsibility’ agenda and 
expectations in this respect need to be managed 

 
The need to deliver strategic, step change and sustainable interventions to address 
poverty, deprivation and inequality will only be achievable at scale through more 
radical action on the part of the Scottish Government, coupled with a recognition of 
the unique placing local authorities hold to drive both local and strategic solutions 
with key partners to deliver what is required at the local level. 
 
Councils would agree with the view that the need to find short term savings to deliver 
balanced budgets is promoting the need to develop new approaches and 
preventative action. Strategic capacity reduces as it seeks to deliver both the cuts 
and the reform agenda and the challenges of having to deal with legislative changes.  
There will be concern over the continued ability to deliver efficiency approaches for 
future years, as councils seeks to reduce cost whilst maintaining service levels.    
 
Some Councils’ budget proposals each year are subject to an Equalities Impact 
Assessment which can identify both the individual and cumulative impact of budget 
changes over a number of years.  The Committee is keen to see the development of 
a wider cost benefit model with partners to identify the impacts of decisions of all 
partners across local authority areas, and how the policy, service and spending 
decisions of individual partners affect each partner and the joined up service 
provided to individuals and communities. 
 
The development of this type of joint understanding and working is both difficult to 
manage and resource intensive particularly in times of financial stress.  It requires 
the commitment of all partners to a joint approach and understanding of each other’s 
policies and priorities.  Without this there remains a significant risk that opportunities 
for making fundamental cross agency improvements in how public services are 
delivered is being missed because of the requirement to reduce spending to meet 
reductions in resources. 
 
A specific concern relates to the announcement that the Scottish Government will 
bring into effect the Socio-Economic duty under the Equalities Act. This could require 
in law that all public bodies to ensure that all policies and decisions are evaluated to 
assess whether they are addressing inequalities of outcomes caused by social and 
economic disadvantages.  It is urged that in doing this, the Scottish Government 
listens to the views of the Independent Advisory on Poverty & Inequality who has 
stated that critical to the duty’s success in practice will be buy-in from public bodies 
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and from people on low incomes and that guidance on how the duty should 
ultimately be framed is developed collaboratively.  
 
The Accounts Commission reported that unallocated General Fund Reserves rose 
18.5% during 2014/15. The Accounts Commission reported that there is wide 
variation in the level of reserves that councils hold and the levels of unallocated 
General Funds but noted that "finance directors tell us that they are being careful to 
save whenever opportunities arise, in anticipation of further funding 
reductions."  This reflects commentary elsewhere that (such as  from the LGiU policy 
briefing "Financial Outlook for Scottish Councils") that job losses may be being offset 
through the use of one-off savings and using General Fund Balances in order to 
protect local services and jobs in the short term.  
 
Question 3: We therefore invite written evidence on how General Fund 
Balances are used by local authorities and in particular the extent to which the 
General Fund Reserves are being used being used to offset savings in the 
short to medium term.  
 
Councils maintain an uncommitted general fund balance to hedge against 
unforeseen events and financial “shocks”.  While Audit Scotland have insisted that all 
authorities should retain an agreed policy on reserves they have never identified 
what they believe to be the ideal level for each authority.  The use of reserves to 
manage budget pressures does not represent long term solutions for savings, and 
that is recognised.  
 
It is the view of some councils that , given the current financial uncertainty it is 
essential that authorities not only retain a minimum level of reserves but that these 
reserves are used to manage the impact of resource reductions over a longer period 
to allow the development of more strategic long term solutions as noted above.  
Reserves must be deployed to invest in redesigned services and then recovered 
once the benefits of this redesign have been delivered.   
 
The aim for Council Financial officers is therefore to maintain an appropriate level of 
General fund reserve, in an environment of grant cuts.  These cuts have been 
managed addressing the significant financial challenge to date in a sustainable and 
responsible manner and in a way which protects as far as possible the delivery of 
services to local communities. 
   
Some Councils have utilised reserves to support the release and delivery of savings 
in a planned way over short to medium term.   Such approaches have been 
implemented to protect service and mitigate the risk of being required to make 
unnecessary cuts to services over the short term. Depleting these reserves to 
manage pressures in the short term could not be sustained longer term.  
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Given that the vast majority of local authority funding is provided by the Scottish 
Government, the provision of longer term funding projections even if only provisional, 
would allow a greater degree of stability in financial planning.  This would provide a 
far better understanding of the actions that an Authority would be required to take 
and a more strategic response to financial challenges, including the management of 
General Fund reserves. 
 
Finally, the Scottish Government has committed to consult on and introduce, in 
future, a Bill "that will decentralise local authority functions, budget and democratic 
oversight to local communities". The Committee noted that the Finance Committee 
reported in its report on the draft budget 2016-17, that different figures for the 
revenue settlement to local government were arrived at in terms of the reduction in 
funding for Local authorities. These differing figures depended upon whether the 
comparisons were made between combined revenue and general resource grant 
(GRG) (5.2% reduction) or cash reductions compared with estimated total 
expenditure (2% reduction).  
 
Other funding such as whether the £250 million provided for health and social care 
integration (which was provided via health authorities) should also be considered as 
local government funding has also been highlighted.  
 
Question 4: What are your views on the range of local authority activities that 
should be considered ‘local Government budget’ as compared with funding 
that is provided elsewhere but which may support local government activities 
and outcomes?  
 
Whichever way the Scottish Government choose to define funding for local 
government does not change the pressures faced in delivering services in an 
environment of reducing funding.  
 
Centralised control of local authorities through the application of specific conditions 
linked to grant settlements should be removed. This erodes local decision making, 
democratic accountability and flexibility to manage resources, services and delivery 
of outcomes to meet local needs and indeed may force spending decisions which 
may not best meet the local needs. 
 
It is concerning that functions (such as social care and education) receive protection 
from Scottish Government at the expense of the remaining local government 
functions.  These functions then are required to make larger cuts to services, some 
of which we are obliged to provide through statute. This diminution of local decision 
making by Local Authorities disperses the ability to work together with partners, and 
work towards achieving the best outcomes across all services. 
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Funding intended to support the delivery of services or outcomes delivered by 
councils should be held within the local government budget. Specifically, on the 
£250m health and social care funding – the reality of the funding was that it was 
partly for Local Government use (with restrictions on ensuring that Low Pay 
commitments were made), and partly for Integration Joint Boards to progress 
additionality (covering Health and Social Care).  There was significant confusion, 
uncertainty and disruption to financial and strategic planning arrangements caused 
by the treatment of £250 million.  
 
Housing Supply Budget 
 
The housing supply budget for 2016/17 was round £690 million of which the majority 
£572 (83%) was for spending on the Affordable Housing Supply Programme (AHSP) 
with the remaining £117m spent on other housing initiatives (mainly the Help to Buy 
(Scotland) Affordable New Build Scheme). Of this £572 million, £406 million is 
provided for local grant programmes with the remaining £166million is for the 
centrally managed programmes. See the SPICe Briefing 16/49 Housing Supply 

Budget for further information. The Scottish Government website also contains 
information about the AHSP at this link.  
 
Over the next five years the Scottish Government's affordable housing supply targets 
have increased from 35,000 over the preceding 5 years to delivery of at least 50,000 
units (of which 35,000 will be social rent) for the period 1 April 2016 - 31 March 
2021.  
 
In his response to the Committee the Minister for Local Government and Housing 
explained that “The Scottish Government will work with the sector to drive the best 
value from the Affordable Housing Supply Programme and promote below grant 
subsidy benchmark delivery wherever possible through e.g. innovative funding 
packages and procurement and collaboration. This will help achieve cost efficiencies 
in delivering the 50,000 affordable homes target over the next five years.”  
 
We therefore invite views on the value for money and the effectiveness of these 
centrally managed funds (£117million for other initiatives and £166 million for 
Affordable Housing Supply) in supporting housing supply. Centrally managed funds 
include the Help to Buy scheme, Open Market Shared Equity, Home Ownership 
Support Fund and other innovations such as the Local Affordable Rented Trust.  
 
Question 5: In particular we want to hear your views on:  
 
How well the centrally managed funding programmes are managed, what 
outcomes they deliver and do they represent value for money? 
 

http://www.parliament.scot/ResearchBriefingsAndFactsheets/S5/SB_16-49_Housing_Supply_Budget.pdf
http://www.parliament.scot/ResearchBriefingsAndFactsheets/S5/SB_16-49_Housing_Supply_Budget.pdf
https://beta.gov.scot/policies/more-homes/affordable-housing-supply/
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The focus placed on increasing the overall supply of affordable homes is welcomed 
and in particular the financial commitment made over the next five years to assist 
with the delivery. The commitment to investment must however be aligned with 
robust and credible assessments of local housing needs and demand (HNDA).  
 
In relation to the centrally managed funding streams, there are some observations 
and comments which link to some of the other questions highlighted below: Overall 
the balance for the £690m funding 2016/17; 59% (£406m) is managed locally, 41% 
(£284m) is managed centrally.  Although we can see the impact of some of the 
centrally managed programmes in some areas, particularly Help to Buy, we would 
welcome clarity on the priorities for these centrally managed funds.  There is a need 
to consider and articulate how the funding held centrally contributes to the delivery of 
local as well as national outcomes, and local housing needs.  It is unclear how they 
relate to Housing Strategy or Strategic Housing Investment Priorities, as well as how 
these programmes impact on housing market areas.  These programmes need to be 
evaluated in this strategic context and used to inform the future development of the 
HNDA and Housing Strategy.   
 
Support to Private sector 
 
It is recognised that the wider objectives for the economy derived from increased 
output from house building; however, the level of funding directed towards assisting 
the private sector to increase the housing supply under the affordable housing 
‘badge’ is significant.  
 
In the case of most authorities, the real issue continues to be delivering programmes 
of affordable social rented housing that is remotely close to the assessed level of 
need, evidenced through HNDA and Local Housing Strategy (LHS) work, which 
highlights continued pressure from housing waiting lists and homeless households, 
to meet pressing housing needs.  
 
Subsidised purchase schemes  
 
This type of scheme can potentially address housing needs through facilitating 
movement within the housing system, though this would require further detail and 
explanation as to how this happens, backed up by available data. The Open Market 
Shared Equity Scheme (OMSE) Local Maximum Price Ceilings set defined purchase 
price thresholds by property size and area and more closely reflect to lower quartile 
market prices. Therefore, the relationship between OMSE and assisting households 
that require assistance to meet their needs in the market place that might otherwise 
put pressure on Housing lists is clearer.  
 



LGC/S5/16/10/2 

11 
 

However, the extent to which the new supply through ‘Help to Buy’, which provides 
equity assistance for properties at over or around £200,000, would meet any 
affordability test would have to be questioned.  
 
Over half (56.4%) of all centrally managed funding is allocated towards home 
purchase schemes rather than renting. This constitutes almost a quarter of total 
funding (23.2% of the 2016/17 budget, £160m of £690m) – Help to Buy (£80m) and 
Open Market Shared Equity (£80m). It is unclear the extent to which it can be clearly 
demonstrated that this is meeting an affordable housing need. SPICE figures show 
the average purchase price for Help To Buy is £189k. Applying the default 
affordability threshold used in the Scottish Government’s Centre for Housing Market 
Analysis Housing Need and Demand Assessment Toolkit, a household would need 
to have an annual income of £47,250. This can be contrasted to the Annual Survey 
of Hours and Earnings (ASHE) 2015 estimates which indicate average earnings for 
people in some SLGP areas to be around £21-22,000 per year.  
 
Other centrally held funding  
 
It is recognised that a number of other schemes which aim to lever additional funding 
for the delivery of housing or bring innovation to help address the challenge have to 
be welcomed. Again some of these schemes will meet a particular level of demand 
(mid-market, lower borrowing costs etc.) but may also be a function of the underlying 
problems in the wider or local housing market and access to mortgage funding, 
which continues to be the biggest obstacle to growth in the sector.  
  
While it can be more efficient and appropriate to manage and distribute funding 
centrally, there are however, some elements of the budget which potentially would 
be better served as local funding streams which could be drawn from. In some 
instances it would make better sense to discuss access to funding solutions for 
locally identified challenges and proposals. Recently for example, relatively small 
amounts of funding have been made available for tackling town centre / long term 
empty homes issues.  
 
Councils through their LHS, have identified the need for a coherent approach to 
tackling decline within town centres and long term empty properties – periodic 
challenge funding does not seem to reflect the complexity, scale or nature of the 
challenge. In addition, considerable effort, often wasteful has to go into preparing 
bids, deal with a time lag in appraisal and then be expected to deliver a complex 
project in a short period of time to achieve spend. Funding to assist feasibility 
schemes would be helpful rather than these being ‘at risk’ and only recovered if 
successful.    
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To what extent are the innovative funding packages leading to a change in the 
way affordable housing is being delivered? (information on innovative 
financing is available on the Scottish Government website at this link.  
 
As noted above, a significant amount of the overall housing budget is allocated to 
delivery of the non-social rented ‘affordable’ housing. As long as funding is available 
for other forms of supply, they will have the effect of changing the nature and way in 
which affordable housing supply outputs are delivered and recorded.   
Given the focus upon the affordability of rent within the social rented sector a similar 
consideration of affordability of mid / full market rented properties would be 
appropriate.   
 
Affordable housing investment should be aligned to the Housing Need and Demand 
Assessment (HNDA). We are concerned that the initial proposals in the Planning 
Review of May 2016 gives the National Planning Framework a new role in setting 
housing targets and may change the role of the HNDA.  We would welcome further 
specific discussion with Scottish Government Planning colleagues on the particular 
issues in our housing market relating to our revised HNDA process. 
Transfer of Management of Development Funding (TMDF) authorities have more 
flexibility around local funding streams, however, there is a need to ensure a longer 
term approach towards project funding for important investment streams such as 
Empty Homes, which are bringing hundreds of empty properties back into the 
housing supply but have no longer term certainty 
 
The extent to which the centrally managed funds support development of the 
appropriate mix of affordable housing to meet housing needs (such as mid-
market rent as compared with social rent or private rent))? 
Role of Subsidy for Mid-market Rents (MMR) 
 
The greatest pressure within Councils housing market area is on the social rented 
stock. The Private Rented Sector (PRS), in common with many other areas has 
grown rapidly over the last 10 years and represents more than double the registered 
social landlord (RSL) stock. However, out with the major cities, this PRS growth 
appears concentrated not in high value commercial properties, but in former local 
authority / Development Corporation / Scottish Homes properties which were sold 
under Right to Buy.  
 
These properties are generally below average value and require investment to 
improve conditions and energy efficiency. For the most part, owners are single 
property landlords, often unintended. Information regarding segmentation of the PRS 
is patchy, but available studies have indicated a narrow scope for mid-market, 
targeted towards particular income band households.  Only in some areas is there a 
potential role for a ‘mid-market’ option, albeit for those schemes already completed, 
rents tend to be at the Local Housing Allowance (LHA) rate and similar to full market 

https://beta.gov.scot/policies/more-homes/innovative-financing/
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private rented stock, but generally popular because it is new and of a higher quality 
standard.  
 
The HNDA identified a need for MMR in some areas and we are keen to support 
MMR development in keeping with strategic housing priorities.  The national MMR 
scheme is at the appraisal stage and we are keen to see the outcome and welcome 
a transparent dialogue around the appraisal process with the Scottish Government. 
LARs is at the very early stages and is likely to be smaller in scale than other renting 
programmes, however, some developments are moving forward.  Although NHT has 
not successfully stacked up in some local authority areas, we are keen to continue to 
explore the potential impact of Build to Rent opportunities. 
 
Local Assessment of Housing Need and Demand 
 
Setting national centrally directed targets for increasing subsidised market rental 
supply needs to be more closely aligned to assessment of local housing systems, 
which are set out in the LHS. In many areas, the key strategic risk is that this market 
intervention will cause detriment to the existing lower value PRS sector that has 
grown rapidly in recent years, further limiting the potential for much needed 
investment.  
 
Whilst there is clearly demand for renting outwith the social rented sector, one of the 
key issues for tenants in either mid-market or PRS rented homes is the extent to 
which this would be their tenure of choice. Given the challenges with accessing 
mortgage finance and significant deposits to access owner occupation, saving whilst 
paying high rent levels is a barrier and perhaps one model might be for rents to 
become part of an increasing stepped equity share and ultimate ownership of mid-
market homes.  Innovative funding packages are useful, for example Charitable 
Bonds are being utilised by some RSLs adding to the options on offer 
 
Since 2012-13, the Scottish Government has provided each council with a 3-year 
Resource Planning Assumption [1] which councils then use to develop Strategic 
Housing Investment Plans (SHIPs).The core purpose of the SHIP is to set out 
strategic investment priorities for affordable housing over a 5 year period to achieve 
the outcomes set for the LHS. SHIPs will be the key documents for identifying 
strategic housing projects to assist the achievement of the 50,000 target.  Priority 
projects may include, for example, those provided by local authorities or RSLs 
operating in the areas.  
 
SHIPs are currently submitted to the Scottish Government every two years and form 
the basis of Strategic Local Planning Agreements (SLPAs) which are discussed with 
local delivery partners and then agreed with councils. SLPAs then form the basis of 
individual RSL and local authority programme agreements.  
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Question 6: To what extent do the Resource Planning Assumption and the 
Strategic Local Planning Agreements processes effectively enable local 
housing needs to be prioritised and resourced?  
 
Councils work well with delivery partners and the Scottish Government locally to use 
the Strategic Housing Investment Plan (SHIP) and Strategic Local planning 
Agreements (SLPA) process to plan and manage new build affordable housing 
programme. Resource Planning Assumptions (RPAs) have been outlined over a 
longer term planning period with minimum levels for future years. The intention to 
extend the planning horizon of RPAs to five years in line with SHIPs is welcomed. 
Whilst the focus is on a minimum RPA for planning, subject to annual confirmation of 
the full budget, it would be helpful if there were more certainty of a higher percentage 
RPA for a longer period of time. This would assist with programme delivery in that 
there would be greater certainty about the annual amount available. Given the 
commitment is to deliver 35,000 new affordable rented homes over the duration of 
the parliament, the likely total level of grant needed to support this annually will be 
closer to the year one figures in any case.  Currently, RPAs that are provided are the 
absolute minimum level of investment that we should consider planning on.  In reality 
to forward plan and have pipeline projects, we must assume a much higher level of 
investment. 
 
It is recognised that local allocations are likely to vary in line with need and capacity 
to deliver, but this could help overall planning of the programmed outputs by allowing 
earlier virement between local and national budgets. 
 
The SHIP is central to developing local programmes, but TMDF authorities would 
also welcome discussion on streamlining the SLPA process to best reflect how the 
programme is managed. 
 
From January 2016, affordable housing grant subsidises for Registered Social 
Landlords and for Local authorities were increased. In addition, the Scottish 
Government increased the flexibility within the subsidies such that grants can be 
awarded for higher cost projects.  
 
Question 7: We seek written responses on whether the increased subsidy 
levels will support new housing developments; and in particular whether the 
flexibility in subsidies will improve the provision of housing for older people or 
for people with particular needs.  
 

The flexibility in subsidy levels is welcomed. One of the key aspects of social 
housing development is that many of the development sites which are ultimately 
developed can be more expensive to develop as brownfield sites or indeed as part of 
wider regeneration programmes with other costs.  Sites in certain areas often require 
significant remediation, which considerably adds to project costs, and there is a need 
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for investment specifically to make these sites stack up financially even with 
increases in subsidy levels.  Particular needs projects often exceed the benchmark 
and flexibility in this area is therefore welcome. 
 
Access to sites on the open market is limited and there continues to be significant 
cost even when land becomes available through section 75 agreements. The pace of 
developing section 75 sites moreover is often determined by the pace of any private 
development and therefore difficult to programme.  
 
We also feel that it is important that the focus upon achievement of the national 
target does not entail any overly crude comparison of unit costs.  Building housing to 
varying needs standards which will meet the longer term needs of the tenants may 
be more expensive at the outset but will prove cost effective in the context of 
providing life time homes. 
 
The grant benchmark for councils is well below the benchmark for housing 
associations - £57,000 and £70,000 respectively.  This should be addressed and 
there should be greater parity in subsidy levels across the social rented sector.  
Many councils have large historic debt burdens which constrain their capacity for 
investment in newbuild programmes.  These issues have particular significance in 
relation to aspects of local newbuild programmes which involve regeneration through 
the replacement of existing obsolete housing rather than net addition to the existing 
stock of housing, given the additional costs associated with acquisition, demolition 
and loss of rental income.   
 
In relation to housing to meet particular needs and for older people is often a 
challenge because of the changing nature of and certainty over revenue funding for 
support and this will continue to present challenges for providers. In this context, 
there is an opportunity for a clearer level of focus on housing issues with Health and 
Social Care Integration. Closer joint working locally to bring forward a shared vision 
of the housing contribution will work if matched by close joint working within 
ministerial portfolios.  
 
One of the challenges many councils face is that the growing demand for care and 
support as well as access to specialist or sheltered housing comes from owner 
occupiers who are seeking access to social rented stock. If models of shared equity 
for older people’s housing were available at a market level which enabled use of the 
value of the existing home to access appropriate housing, it would help meet a 
demand whilst improving the options open to older people for appropriate housing.  
Housing specifically for the elderly or people with special needs will have additional 
features such as common rooms which incur additional costs in the building of the 
development. As SG grant is calculated on the number of units and bed spaces 
these additional features can be seen as problematic by RSLs and their delivery is 
therefore not attractive due to the higher build costs and future maintenance which 
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are not assisted by grant. Increased subsidy levels have not addressed these issues. 
Top up grant funding for some councils has assisted the delivery of many affordable 
housing schemes. 
  
Applying a national grant level across Scotland may not be the most effective use of 
SG monies as this does not take into consideration local rent levels and delivery 
costs.   
 
Question 8: Do you have any other comments to make about the outcomes the 
Scottish Government seeks from its Housing Supply Budget and how it 
delivers those outcomes?  
 
The outcomes are ambitious and the commitment to funding is welcomed. Councils 
are aware however that whilst the biggest requirement is for new affordable social 
rented homes, there remain challenges in maximising potential outputs. The 
shrinkage in the development capacity for a number of RSLs following the crash in 
2008 and subsequent reduction in grant has been compounded by considerations of 
the risks to business plans from welfare reform changes.   
While recent increases in local grant programmes and 3-year RPAs are very 
positive, they follow a period of very sharp cuts in investment in new affordable 
housing since 2011.  More information sharing on the centrally held budgets and 
innovation streams with local authorities as the strategic authorities would also be 
welcomed. 
 
While there has been incremental improvement over the last couple of years, a 
period of stability is needed along with increased funding levels to restore longer 
term planning arrangements and rebuild capacity in the sector. Realistic 5 year 
RPAs are absolutely required if local authorities are to plan an up-scaled programme 
with partners with certainty. 
 
In some areas Stage 3 grants to RSLs for adaptation work are not working 
effectively.  Some RSLs committed their full grant allocation from the Scottish 
Government for 2016/17. In effective this may mean that adaptations for disabled 
persons assessed as required will not be undertaken by RSLs until 2017/18.  
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Submission from Argyll and Bute Council 
 
Question 1: We want to hear your views on the impact of budget reductions to 
date on local services, etc  
 
The impact of budget reductions on Argyll and Bute Council since 2008-9 has been 
significant and affected frontline services and back office activities alike. The Council 
is the single biggest employer in Argyll and Bute and has seen a reduction in FTE 
over that period of 16% which in turn has had a knock on impact on the local 
economy and contributed significantly to the de-population of the area. Whilst the 
council has a track record of innovation and has transformed its services in many 
ways, there are barriers to progressing many areas of innovation / shared services 
work relating to the island, remote rural and size and diversity of the authority area 
which result in high unit costs of delivery for many services. These barriers include 
the fragility of key transport routes (roads, ferries and limited train service), digital 
and mobile connectivity (speeds and coverage), the absence of competitive private 
or 3rd sector markets for many services, the unattractiveness to potential shared 
services partners due to the size and scale of the area, and the absence of 
alternative employment opportunities which makes recruitment and retention more 
difficult. 
 
The depopulation also manifests itself in reducing school rolls meaning the loss of 
economies of scale enjoyed by the majority of Scotland – we have primary schools 
with as few as 3 pupils and secondary schools with around 22 pupils. The cost of 
staffing classes for pupils are the same for the council as it is for more populous 
areas with full classrooms and which attract a substantially greater per capita 
income. 
 
The council’s ability to invest in preventative and early intervention activities in areas 
like education, social care, housing etc has also been significantly affected by 
reducing budget flexibility. Given the effective ring fencing of certain budgets e.g. 
teacher numbers, a disproportionate impact has had to have been made on non-
teaching services like classroom assistants, ASN assistants, pupil support staff, etc – 
these all have an impact on teacher workload and the quality of education provision.  
 
Argyll and Bute relies heavily on its tourism industry however financial constraints 
have impacted on the cultural offer available through our venues/ centres/ events 
and festivals; the parks, public realm and amenity of the destination towns, the 
availability for leisure and sports activities, the marketing of the area and ultimately 
the economy of the area. 
 
The council has the second largest road network and the effect of reduced finance 
and the effective ring fencing to social care and large parts of education has meant 
an unacceptable reduction in resources available to maintain the network. The 
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council has compensated in part by the investment of capital in network conditions 
but this has only been effective in the short to medium term and investment at 
current levels will inevitably see a massive deterioration in the network which will 
impact on our residents, visitors and ultimately the economy.    
 
Due to the protection or removal of large areas of service expenditure from the 
scope of budget savings, it makes the Council’s transformation programme 
particularly difficult.  Initial investment is often required in order to generate longer 
term savings and the council often has to apply savings to some areas where 
priorities and strategies would in fact possibly merit investment.  Partnership and 
Empowerment agendas are also adversely impacted as resources to progress or 
implement these are extremely limited and effectively limit the scope and scale of 
budget that can be delegated to community level. 
 
There are many more areas that could be cited as examples however hopefully the 
above is a helpful illustration – it is safe to say that every aspect of the council’s 
services has been impacted over the last 8 years which in turn has impacted on our 
communities. The council has carried out many consultations with residents in Argyll 
and Bute over the period, seeking views on priorities as well as on specific 
proposals. The feedback has been helpful in setting out budget proposals and which 
areas to invest in, maintain at current or reduced levels and which to fully withdraw 
from. The choices are increasingly becoming narrower and all carry negative 
consequences for the whole of the area or for significant parts of our population and 
there is a lot of public anger at the diminution of their public services and the 
consequential impact on the population, the economy and the wellbeing and safety 
of residents. 
 
Question 2: We want to hear your views on the extent to which local authority 
spending decisions prioritise funding for policies that are likely to reduce 
inequalities.  
 
Argyll and Bute Council’s approach to balancing the budget for 2016-17 was to 
consider each service activity and prioritise them based on the priorities within the 
Local Outcome Improvement Plan (LOIP).  This determined whether the activity 
would have budget added, be maintained at standstill or be reduced.   The budgets 
for Social Work were protected more than others in order to protect the more 
vulnerable and Education was also protected to a greater extent than other services.  
An extensive budget consultation took place and the feedback from the public was 
then taken into consideration when deciding on the options to accept to balance the 
budget. The budget options were subject to an equalities impact assessment in 
relation to the protected characteristics so that decisions were taken in full regard to 
the impacts. 
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Whilst there was prioritisation of options, they weren’t necessarily weighted more on 
those services that were specifically targeted at relative poverty. As noted above we 
would highlight that the significant reduction in public services finance over the last 8 
years has undoubtedly impacted on all sections of our communities including many 
affected by poverty. 
 
Over time the actual impact of cuts on vulnerable and disadvantaged groups which, 
may arise indirectly, will become clearer.  Whilst unintended, it is likely that all 
councils will have in some circumstances exacerbated current inequalities across 
disadvantaged communities in their actions to reconfigure or redesign public 
services as a result of budget cuts.   The challenge for all Councils is dealing with 
service reductions and meeting short-term ‘reactive’ objectives such as intervention 
and support whilst at the same time providing investment in longer-term proactive 
initiatives aimed at reducing inequalities. It is not possible to reduce public services 
in the scale seen since 2008 and make the inroads to addressing inequalities 
aspired to regardless of local government’s strong track record in innovation and 
improvement. There is a need for an honest national conversation about the public 
services we want in Scotland and how this can be appropriately funded. 
 
Question 3: We therefore invite written evidence on how General Fund 
Balances are used by local authorities and in particular the extent to which the 
General Fund Reserves are being used to offset savings in the short to 
medium term.  
 
Argyll and Bute Council had built up a level of reserves through careful management 
of resources over the last few years.  It was agreed that our unallocated General 
Fund reserve would be used to support the delivery of the LOIP and our Council 
have been careful to only use reserves for one-off issues and not to support ongoing 
revenue as this wouldn’t be a good approach to balance the budget in light of the 
anticipated ongoing reductions to local government budgets.  
 
 The General Fund reserve is, on occasion, used to smooth a saving, where for 
example, a saving can only be made part way through the year, then it may be 
agreed to use reserves for the first part of the year.   The reserves have also been 
used to fund the severance costs as a result of having to make people redundant to 
balance the budget.   
 
One of the key issues for Argyll and Bute is the continuing depopulation of the area 
and change in the balance of the population demographics, the overarching aim in 
the LOIP is to grow the population based on economic development. In 2016-17 we 
used a sizable amount of our unallocated balance to support the economy for the 
future which included: 
 

 £3million to regenerate Mid-Argyll 
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 £2million asset management and investment fund which will be used to seek 
investment opportunities, based on business cases, which will generate 
income that can be used to support frontline services in the future. 

 £1million inward investment fund to be used to grow the economy through 
attracting inward investment by supporting initiatives which deliver real, 
tangible economic benefits. 

 £6million extra, adding to the £11million already committed, to transform 
Helensburgh waterfront. 

 
In light of the pressures facing Council’s it was also agreed to increase our general 
fund contingency balance from 1.5% to 2% of net expenditure. 
 
Question 4: What are your views on the range of local authority activities that 
should be considered ‘local Government budget’ as compared with funding 
that is provided elsewhere but which may support local government activities 
and outcomes?  
 
The extent to which funding to local government is now prescribed (ring fenced in all 
but name and linked to financial sanctions) limits the decision making and 
democratic accountability of local government. Scotland is made up of a range of 
diverse communities and one size fits all approaches are inappropriate and give rise 
to unintended consequences. For example some authorities are required to maintain 
teacher numbers beyond their roll requirements creating supernumerary posts whilst 
others struggle to recruit to the target levels to avoid a financial sanction. This also 
mitigates against more innovative solutions where a better education outcome for 
young people might be realised by using education budgets differently (e.g. 
commissioning services from FE colleges or other providers) rather than employing 
teaching staff. 
 
The short term nature of settlements to public bodies also mitigates against giving 
certainty and security to voluntary and independent sector bodies from whom 
services are commissioned. This mitigates against strategic decision making and 
medium to longer term planning – the position is often characterised by these bodies 
as lurching from one year to the next and spending enormous proportion of their 
efforts in applying for funding simply to sustain themselves. Equally they often have 
to abandon activities that are having positive benefits as they need to always seek to 
do new things to attract grant assistance. 
 
There appears to be limited appetite for budget to be delegated to “community” level 
and beyond the decision making by local authorities – notwithstanding that there is 
variable capacity within communities to directly take on these roles, there is no clear 
definition of who the “community decision makers” are, how they are representative 
or accountable to their wider community and how this facilitates strategic decision 
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making. Undoubtedly members of our communities want a stronger voice in 
influencing how public services are delivered but this falls short of taking on the 
running of enterprises for the most part. We need to avoid creating another layer of 
decision making bureaucracy that multiplies the role that local government is 
established to perform and that is based on a democratic accountability. 
 
Housing Supply Budget 
 
Question 5: 
 
How well the centrally managed funding programmes are managed, what 
outcomes they deliver and do they represent value for money?  
 
Better outcomes are delivered when funding is delivered to local partnerships with 
flexibility in deployment within a broad outcomes framework. This was ably 
demonstrated through the Integrated Care Fund and its predecessor the Older 
Persons Change Fund. Where central programmes are applied as a standard it is 
less effective. For example the centrally managed housing funds have had minimal 
impact in Argyll and Bute.  The focus for this area is to maximise the delivery of 
social rented housing as incomes are low and in fact 67% of the population in Argyll 
and Bute cannot afford the average market price of £146k.  The range of initiatives 
are to be welcomed but the wide plethora of schemes with different criteria are also 
confusing for prospective tenants and buyers.   In particular there are different 
criteria applied to the Scottish Government Help to Buy scheme and the UK 
government Help to Buy scheme.  The Council do not receive any information on the 
uptake of centrally managed funds.  It would be helpful for planning purposes. 
 
Argyll and Bute Council would like to make strong representation about the threshold 
levels set for this authority area for the Open Market Shared Equity Scheme.  The 
threshold for a three bedroom property in Argyll and Bute is £120,000 while in 
Central and West Mainland (Highland) it is £150,000 and £140,000 respectively.  
The current Argyll and Bute thresholds mean that in the most pressured housing 
market areas, Oban and Lorn, Helensburgh, Mid Argyll and the islands, the 
thresholds are too low to make this a realistic alternative for first time buyers. 
 
A further example in relation to the proposal to delegate additional council tax 
multiplier income directly to head teachers has the potential to lose all strategic 
benefit and miss the targeted objectives of the Education Act, 2016. In an area 
where the school rolls range from 3 pupils to circa 1,350 the pro rated allocations 
regardless of distribution methodology may be so small that they will be unable to 
produce a systemic improvement in either attainment or equality. Aggregated at 
authority level however there is the potential to make systemic improvements. The 
distribution is also important however and, whilst we recognise the existence and 
impact of urban deprivation, it cannot be equitable that Argyll and Bute with its large 
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number of schools, remote rural and island geography receives only £20,000 from a 
£100m raising attainment fund and may fare equally poorly over the next 5 years 
from the £750m raising attainment fund. 
 
To what extent are the innovative funding packages leading to a change in the 
way affordable housing is being delivered?    
 
They are not having any significant impact in Argyll and Bute.   
 
The extent to which the centrally managed funds support development of the 
appropriate mix of affordable housing to meet housing needs (such as mid-
market rent as compared with social rent or private rent)?   
 
Compared to the need for social housing in Argyll and Bute the need for mid-market 
and private rent is very limited.  Income levels are not sufficient to make mid- market 
and private rent affordable.  It is also worth noting that the dispersed nature of the 
Argyll and Bute geography and the distance from the central belt means that there is a 
lack of competition in the construction industry and the step-change in resources for the 
AHSP is stretching the capacity of both existing construction companies and the 
housing association sector. 
 
Question 6: To what extent do the Resource Planning Assumption and the 
Strategic Local Planning Agreements processes effectively enable local 
housing needs to be prioritised and resourced?  
 
The three year resource planning assumptions have reduced the risk and improved 
the capacity for housing providers to forward plan.  The certainty that this approach 
provides has meant that the programme has been significantly increased but the 
factors alluded to, as potential constraints, still need to be recognised. 
 
Question 7: We seek written responses on whether the increased subsidy 
levels will support new housing developments; and in particular whether the 
flexibility in subsidies will improve the provision of housing for older people or 
for people with particular needs.  
 
The higher cost of specialist housing provision, particularly wheel chair housing, 
needs to be taken into account when setting benchmarks.  The increased subsidy 
levels do support new housing developments and most importantly help to keep 
rents affordable.  However, it has to be recognised that subsidy levels influence the 
market negatively and positively. 
 
Question 8: Do you have any other comments to make about the outcomes the 
Scottish Government seeks from its Housing Supply Budget and how it 
delivers those outcomes? 
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The outcomes are clear, strategically it would be beneficial for a more integrated 
approach between More Homes Scotland and Road, Water and Sewage, 
Infrastructure.  Each of these elements need to be co-ordinated if the ambition for 
housing is to be realised. 
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Submission from Renfrewshire Council 
 
Introduction 
 
Renfrewshire Council’s Labour Administration welcomes the opportunity to provide 
the Local Government and Communities Committee with evidence to support the 
scrutiny of the Scottish Government Draft budget for 201718. 
 
The invitation from the Committee to interested parties has posed a number of 
specific questions, both looking back over the period since spending reductions 
commenced and looking forward in terms of the further financial challenges that are 
anticipated to be faced in future years. The following response has addressed each 
of these specific questions in turn but firstly has outlined a range of significantly 
important issues in relation to the Government’s approach to deployment of the 
funding within public services and specifically within local government which the 
Committee should pay due regard to in scrutinising the Government’s plans not just 
for 2017/18, but indeed beyond over the period of the next spending review. These 
issues are long standing and fundamental in nature and counter act the ability of 
public agencies, in particular, local government to address ingrained poverty and 
inequality which unfortunately pervades life of too many of our citizens across 
Scotland.  
 
Despite Renfrewshire Council delivering innovative service change, leading effective 
partnership working with Community Planning Partners and making inventive and 
maximum use of the limited resources at its disposal, the funding inequality that 
exists across Scotland and limitations that are inherent within the Government’s 
approach to deploying and distributing public funds, is a significantly limiting factor 
and inhibitor to achieving step changes and progress to deliver key service 
outcomes.  
 
Indeed, the current arrangements are a key factor which directly contribute to levels 
of unmet need in Renfrewshire and places the Council in a position where it has 
limited and indeed insufficient financial resources and powers available to most 
effectively tackle and sustainably address long standing social and economic 
inequality which exists, particularly in pockets of some of the most acutely deprived 
communities across Scotland. The continued focus of the Scottish Government’s 
budget intentions will only further marginalise the financial resources available to 
local authorities and the ability of councils in their unique position to deliver real and 
sustainable change to address poverty and inequality. 
 
Renfrewshire Council will continue to be one of the most innovative public bodies 
across Scotland, working hard to ensure that every pound of public sector resource 
within Renfrewshire (resources both directly controlled by the Council and through 
working with a range of partner agencies) goes as far as possible to maximise 
opportunities to meet the needs of the Renfrewshire community. The Council is 
focused on delivering sustained solutions to deprivation and inequality rather than 
directing more and more resources to deal with the related negative outcomes for 
our communities. Solutions which don’t just focus on services supporting prevention 
and earlier intervention but also sustainable economic solutions which will provide 
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communities and citizens with increased equality of aspiration and opportunity and 
provide routes to help move themselves and their families out of poverty.  
 
We would urge the Committee to recognise that local government has been and 
based on the Government’s stated intentions will continue to be financially squeezed 
to such an extent the ability to support the delivery of key outcomes will be 
significantly constrained. Further, Renfrewshire Council does not receive a fair share 
of Scottish Government resources to allow it to address some of the most acute 
socio-economic problems and inequalities in the country. We would urge the 
Committee to call upon the Scottish Government to act swiftly, decisively and on a 
scale which will make available sufficient resources to areas like Renfrewshire to 
deliver solution focused policy interventions at a significant financial scale which will 
allow stepped change progress to be achieved in sustainably and fundamentally 
addressing the impact of severe deprivation and inequality across our society. 
 
Underfunding of Renfrewshire Council 
 
We acknowledge the challenges that have been faced as a consequence of reducing 
resources available to Scotland as a result of the UK government’s austerity 
programme. However, we are firmly of the opinion that over this period, the Scottish 
Government’s management of the Scottish budget has resulted in the people of 
Renfrewshire suffering more funding inequality than any other mainland area in 
Scotland through the level of grant received by the Council and the level of 
reductions it has faced in comparison to other local authorities. 
 
Renfrewshire Council’s revenue grant reduced by over 17% in real terms in 
comparison to the 10% real terms reduction experienced by the Scottish 
Government demonstrating the disproportionately higher cuts that have been 
shouldered by local government budget over this period. 
 
As detailed in the table below, Renfrewshire Council is the only mainland local 
authority to have been on the grant floor every single year between 2009/10-14/15, 
confirming that over this period the Council has received either the lowest increase 
or highest decrease in each of the relevant financial years. This Council lifted 
marginally off the floor in 2015/16 before returning once again to the grant floor in 
2016/17.  
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Even in periods of growth, Renfrewshire has suffered grant reductions which has 
placed even greater pressures on services delivered to some of the most deprived 
communities across Scotland. It appears perverse and acutely unfair that the 
Scottish Government have chosen to continue to cut grant resources to council 
areas like Renfrewshire whilst at the same time providing grant increases to other, in 
many cases, much more affluent areas across the country. Recognising the 
particularly difficult challenges faced by councils such as Renfrewshire it has been 
disappointing that during a period of time widely recognised as being the most 
financially challenging in the post war era for the public sector, that the Scottish 
Government has not acted to more equitably share the pain of required grant 
reductions across the country. The table below summarises the level of grant change 
at a Renfrewshire level and the average at an all Scotland level over the period 
2009/10 – 14/15, demonstrating the level of disparity suffered by the Council 
 
Summary of Grant Movement Each Year 
 

Share of overall Government Grant 
 
In addition to Renfrewshire Council’s year on year grant movement being amongst 
the worst across all authorities in the country, the Council’s relative absolute grant 
levels also compares poorly. Renfrewshire achieved a 3.17% share of the overall 
2016/17 revenue grant resources (based on Finance Circular 1/2016) which is less 
than the Council’s straight population share across Scotland of 3.25%, effectively a 
2.4% deficit in grant share which is equivalent to a loss in grant to Renfrewshire of 
£7m.  
 
Although the Council is not advocating a per capita approach to the distribution of 
resources (it is recognised that this should be based the best measure of need) this 
implies that the needs of the Renfrewshire population are less than the average 
across Scotland, a suggestion that is difficult to align with wider available datasets on 
deprivation, unemployment etc. A similar position is prevalent in the distribution of 
general capital grant where Renfrewshire in effect receives almost £7m less than its 
straight population share. On a combined basis this represents a perceived loss of 
grant to the Renfrewshire population of almost £14 million across both revenue and 
capital grant. 
 
Limited Influence of Deprivation 
 
The current system of local government funding in Scotland implemented by the 
Scottish Government does not support the delivery of better outcomes, and in order 
to deliver better outcomes across the public sector a more holistic means of funding 
public services should be considered. 

 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 
 

Scottish 
Average 

5% (0.2%) (2.4%) 0.3% 0.1% 0% 

 
Renfrewshire 
 

 
2.8% 

 
(0.6%) 

 
(3.3%) 

 
(0.4%) 

 
(0.6%) 

 
(0.5%) 
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The Scottish Government grant makes up over 80% of the Council’s funding, a 
picture broadly mirrored in all local authorities across the country. The methodology 
used by the Scottish Government to determine the level of grant provided to each 
local authority is largely formula-driven through the Grant Aided Expenditure (GAE) 
System. 
 
The GAE distribution system is principally historic in nature, designed a number of 
decades ago and largely input based. Our view is that this system is flawed, in 
particular in the current environment where resources are shrinking and there is a 
widely recognised need to increasingly focus public services on the delivery of key 
priority outcomes, in particular tackling deprivation and inequality in our society. The 
current distribution system represents a fundamental disconnect between the largely 
historic input based approach to resource allocation and the outcome expectations 
for our public services. 
 
It should be noted that this is not a new perspective and indeed was the conclusions 
drawn by the Independent Budget Review Panel which reported in June 2010 and 
expressed a need to move towards a more outcomes-based approach to public 
service management.  
 
The significant financial consequences for Renfrewshire as a result of the 
deficiencies in the current resource allocation system are reflective of the lack of 
recognition and very limited influence that is given to deprivation, inequality and their 
impact on levels of need and demand for services in those areas of the country most 
affected.  
 
By way of illustration, education accounts for over half of the Grant Aided 
Expenditure (GAE) distribution process which underpins the distribution of the 
majority of the Government’s revenue grant, yet only around 5% of the value of the 
education related GAE lines are distributed on a basis which has a deprivation factor 
included. As a result a school pupil in from Lower Whitecraigs and South Giffnock in 
East Renfrewshire– the most affluent datazone in Scotland attracts the same level of 
grant funding as a school pupil 8 miles away in Ferguslie Park in Renfrewshire the 
most deprived datazone in Scotland – the implicit assumption of this approach to 
resource allocation being that it requires the same level of funding to provide a 
similar level of service – this is purely an input perspective and consequently there is 
no recognition of the level of need of each child or any recognition of the much 
higher investment required to support children and families from much poorer 
communities to aspire more, achieve better outcomes and close the gap in 
attainment when compared to children from affluent neighbourhoods. The funding 
currently set aside by the Government through the attainment fund arrangements 
recognise this need, but relative to the £4.3bn of grant distributed through the 
distribution process is a mere drop in the ocean. 
 
Indeed, in Renfrewshire it has been recognised that in order to support those from 
the poorest backgrounds to succeed more successfully in school and to close the 
educational attainment gap, requires not just additional in school support but support 
to the whole family through a wide range of supporting interventions. The current 
funding approach far from helping to direct resources to assist in closing the 
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inequality gap for children across Scotland, merely places councils, even the most 
innovative and high performing ones such as Renfrewshire, in a position which 
makes it more financially difficult to avoid inequality in educational attainment 
perpetuating for the most excluded children in our society. 
 
Across the revenue grant distribution process, only Social Work has any material 
recognition of deprivation factors and even here, the influence is limited with 
population derived statistics having the over-riding influence. Despite the major 
spend areas in local government being education, social work and economic 
regeneration and the widely accepted influence/inter-relationship between the need 
and cost for these services and deprivation levels, deprivation factors have a very 
marginal influence on the distribution of resources. 
 
This position is anomalous and contrasts starkly with reality and the level of need 
that exists within Renfrewshire linked in particular to high levels of deprivation. This 
high level of demand for services is also heightened in pockets of the most severe 
deprivation, for example Ferguslie Park which is the most deprived SIMD datazone 
in Scotland.  
 
Comparison to other Peer Authorities 
 
In addition, when comparing the revenue grant position to other similarly deprived 
authorities, Renfrewshire Council remains comparably worse off by a considerable 
margin. As detailed in the table below, other authorities with similarly deprived 
characteristics and similar level of need across their populations, receive a 
proportionately higher share of the revenue grant resources than their straight 
population share would provide. In a Renfrewshire context, the notional grant value 
associated with the difference between Renfrewshire’s position and that of Dundee, 
a very similar peer authority in many respects, is worth over £25 million in annual 
revenue resources. 

 
Understanding why this is the case is difficult given the complexity of the funding 
distribution process that has been developed over many years. However, what is 
clear is that the process is failing Renfrewshire citizens.  There is little to suggest 
why Renfrewshire’s share of the Scottish government revenue grant is being 
effectively discounted over 2% for each resident when Dundee Council is receiving 
an uplift of over 8% for each resident’s share of the grant. 
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Tackling the Negative Outcomes of Deprivation and Inequality 
 
As outlined earlier it is anticipated that further reductions in public sector expenditure 
are set to continue, potentially into the next decade. 
  
At a local level Community Planning partners and partnerships need to look at how 
they can shift their current resource allocation and resource deployment towards 
prevention and early intervention to address deprivation related problems much 
earlier but also importantly to support investment which creates economic activity, 
employment and prosperity to provide families with genuine opportunities and routes 
out of deprivation and allow them to begin take control of their own lives. As outlined 
more fully below we at Renfrewshire are fully committed to such principles. 
 
However, the Scottish Government is also a partner in community planning, and 
current processes for the distribution of grant funding to councils has limited 
recognition of those councils suffering most from deprivation and inequality and in 
greatest need to invest in prevention and early intervention services as well as 
economic intervention in local and regional economies. The current distribution of 
funding is disproportionately based on population scale, demography and, to a much 
lesser extent, past service use and expenditure. 
 
Delivering a significant shift in resources to support economic growth, prevention and 
earlier intervention is challenging given declining budgets and growing demand on 
reactive services. Renfrewshire Council is at the forefront of developing a wide range 
of demand mitigation strategies which are intended to intervene earlier and support 
prevention, investing in a holistic programme to tackle poverty and ultimately have 
the ambition to reverse the long term unsustainable growth in reactive services. In 
addition, as an Administration we have worked hard to direct ever declining and 
limited resources to support local economic growth and employment opportunities 
(particularly in respect to youth unemployment) and working closely with a range of 
regional council partners to develop and deliver large scale City Deal investment 
programmes. This whole programme of interventions are focused on  tackling the 
impacts and cause of poverty and inequality, tackling problems earlier and 
recognising the need for service design that tackles issues from a holistic rather than 
reactive service driven perspective and creating economic growth, greater equality in 
access to new jobs and prosperity for the area. 
 
The combination of an underlying poor level of overall resources available to the 
Council and increasingly challenging deprivation and inequality impacts leaves the 
Council unable to deliver a stepped change shift in resources to these key strategic 
policy interventions and prospects of making any significant, long term sustainable 
change in the future becomes an increasingly difficult prospect as resources are 
further reduced whilst at the same time squeezed by demand growth on reactive 
services. 
 
Councils such a Renfrewshire with the greatest need to make a major shift to 
prevention and economic intervention are those with the least ability to do so 
because of increasing demand pressure on reactive services and an inequality in its 
underlying funding position. Resolving this long standing  situation and directing 
resources to support the most deprived areas across Scotland that are in the 
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greatest need should be a key priority for the Scottish Government in considering 
their 2017/18 budget and beyond. 
 
There is a need for a general review of the distribution process, albeit that should be 
a medium term objective recognising that:- 
 
 Firstly, past experience indicates that any such review would take significant 

time and effort and the understandable desire to maintain funding stability is 
strong and thereby any major change in underlying distribution processes would 
in all likelihood be phased in over a medium term period.  

 
 Secondly, addressing the negative outcomes of deprivation and inequality and 

the unsustainable impact it is having on demand led services is reaching a 
tipping point – the need to act, to act decisively and on a significant scale is 
acute and requires a form of fundamental intervention to support major 
transformation 

 
It is recognised that the Scottish Government has made some moves over the years 
in terms of these principles through establishing ‘change funds’ and most recently 
funds to support closing the attainment gap. However, the resources involved are at 
the margins in represent only tinkering when considered in the context of total 
resource and although welcomed will not facilitate the level of transformational 
change that is required.  
 
Moving into 2017/18, the Scottish Government will begin to assume an 
unprecedented level of fiscal autonomy and will have at its disposal a wide range of 
fiscal levers to support meeting the needs of Scotland and the level of public 
services that are required. There is a pressing need more than ever for the Scottish 
Government to act far more decisively than it has in the past by positively directing a 
material element of its budgets moving forward, 3% would be a realistic starting 
point, to support the most deprived regions in Scotland. In this new era of devolved 
freedom, the Scottish Government should explore fully the new found fiscal 
flexibilities could support such a change.  
 
At the same time, there should be a move to fundamentally review the underlying 
principles and approach of the local government grant distribution system. This 
review should seek to address the fundamental flaws inherent the current system 
and over the medium term seek to deliver a more equitable process which better 
recognises the level of need across the country. 
 

Response to Specific Questions Posed by the Committee 
 
As part of the UK-wide squeeze on public sector budgets, the Scottish Local 
Government budget has fallen significantly in real terms in recent years.  Since its 
peak in 2009-10, total like for like local government funding from the Scottish 
Government has fallen by around 10% in real terms.  See the SPICe Briefing on 
historic local government finance for more information and context.  Local authorities 
have therefore been making savings for many years.  The future shape of the local 
government settlement is unclear, but local authorities are preparing for further real 
terms reductions in their resources. 

http://www.scottish.parliament.uk/ResearchBriefingsAndFactsheets/S4/SB_16-26_Local_Government_Finance_facts_and_figures_1999-2017.pdf
http://www.scottish.parliament.uk/ResearchBriefingsAndFactsheets/S4/SB_16-26_Local_Government_Finance_facts_and_figures_1999-2017.pdf
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Question 1: We want to hear your views on the impact of budget reductions to 
date on local services, etc  
 
In responding to this point it is important to recognise that the headline reductions in 
grant from the Scottish Government significantly underplays the scale of underlying 
cut to services since 2010/11.  
 
Over that period, the Scottish Government has passed a range of new 
responsibilities to local government – these have been wide ranging and include for 
example new responsibilities linked to the Children and Young People Act, 
establishment of the Council Tax reduction scheme and Scottish Welfare Fund. 
Broadly speaking, new burden funding accompanies such additional responsibilities 
and has over the years been added to the local government settlement. Equally, 
over this time period responsibilities have been removed from local government, 
most notably Police and Fire. In order to transparently identify the true scale of 
reduction in the grant position such changes require to be appropriately adjusted for 
in order to track the underlying cut in grant over the period.  
 
In addition, over this period, included within the grant settlement has been an annual 
amount – which has been increased by £70 million each year - provided  to councils 
to compensate for the delivery of an ongoing freeze in the council tax – given this 
grant was the provision of funding to compensate for loss of income from council tax, 
it is again appropriate to strip out funding from the year on year analysis to remove 
any distortion the growth in this compensatory grant would have – its inclusion would 
result in the underlying cut in funding being artificially reduced. 
 
Taking account of these adjustments, between 2010/11 and 2015/16, Renfrewshire 
Council’s revenue grant reduced by over 17% in real terms in comparison to the 10% 
real terms reduction experienced by the Scottish Government demonstrating the 
disproportionately higher cuts that have been shouldered by local government 
budget over this period. In addition, these figures do not include the 5% real terms 
cut imposed by the Scottish Government in 2016/17, which represented the biggest 
ever single year cut to the local government budget.  
 
Further, and notwithstanding the significant scale of cut in funding that has been 
made by the Scottish Government since 2010 to local government funding, councils 
have also been required to meet significant growth from cost pressures year on 
year– such pressures arise from a wide variety of sources including demographic 
and socio-economic changes, in particular the impact of an aging population, 
changes in UK government national policy such as state pension arrangements and 
welfare reform which have added tens of millions of pounds of additional costs to the 
council’s cost base, inflationary pressures on pay and in particular on specific 
commodities such as utilities and fuel etc. In a climate of reducing resources 
addressing such cost growth can only be managed through the delivery savings or 
key cost and demand mitigation measures. Indeed, since 2010, around two thirds of 
the savings and mitigations measures implemented by the Council have been 
delivered by the Council to manage the impact of cost and demand pressures, with 
the residual third required to deal with the reduction in government grant resources. 



LGC/S5/16/10/2 

32 
 

In summary, the scale of reduction in resources faced by councils is more significant 
than the SPICe paper may suggest and indeed only represents the minority element 
of the overall financial challenge faced by local authorities – coupled to a shrinking 
resource base cost and demand growth at the same time has contributed almost 
twice as much budget pressure over this period and it is important that the 
Committee understands this in order that the scale of challenge faced by councils to 
maintain the delivery of priority services can be truly appreciated. 
 
As an administration, we have worked hard to manage this major financial challenge 
in a sustainable and responsible manner, driving modernisation and innovation in 
service delivery to secure efficiencies and mitigate cost growth, whilst making tough 
choices to release resources from lower priority services to direct investment in key 
priority areas and outcomes. However, it is clear that the ability to maintain change, 
innovation, efficiencies, change and redirection of an ever reducing resource base is 
rapidly reaching a tipping point and if a further period of significant reduction in 
resources is applied by the Scottish government it is inevitable that negative impacts 
on the delivery of services will increase, and increasingly the risk of negative impacts 
on key priority services, will become an increasing reality.  
 
The recent report released by the Fraser of Allander institute, provides the 
Committee with an independent assessment of the fiscal challenges being faced by 
the Scottish Government moving forward, but importantly also the anticipated scale 
of cuts which the local government budget is likely to face if the Government blindly 
pushes ahead with existing spending commitments in the face of a changing fiscal 
environment post the Brexit vote. The Government are beginning to treat the local 
government portfolio as the “balancing figure” in their budget and they do so at their 
peril as they will fail to grasp the inevitable impact this will have on local services.  
 
It is imperative therefore that the Committee calls on and hold the Government to 
account for the inevitable and damaging impact a further significant cut to local 
government resources will have to the delivery of local services. In addition, the 
Committee must call on the Scottish Government to free the local government 
finance settlement from the use of conditions tied to financial penalties which in 
effect due to their scale in recent years have merely as a centralised control 
mechanism. Local authorities need to be free to manage resources and services 
locally as they see fit and as being in the best interest of their own communities to 
which they are locally accountable. 
 
As part of a long running project looking at the impact of local government budget 
reductions across the UK, the Joseph Rowntree Foundation and Glasgow University 
have developed a 'social impact tool'. This tool allows councils to examine their 
budget choices and look at whether their savings are weighted more on those 
services that are "pro-rich" or "pro-poor".  
 
Question 2: We want to hear your views on the extent to which local authority 
spending decisions prioritise funding for policies that are likely to reduce 
inequalities.  
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Renfrewshire Council was one of the case study authorities which participated in the 
Joseph Rowntree study and which culminated in the report in March 2015 “cost of 
the cuts: their impact on local government and poorer communities”. Attached as an 
appendix to this response is a report considered by the Council in March 2015 and 
which summarises a number of the key messages from the report and which echo a 
number of the points made in this response, particularly around the lack of resources 
distributed in Scotland to tackle deprivation and associated inequality. As was 
recognised by the Joseph Rowntree work, we have worked hard to release 
resources to invest in prevention and early intervention programme, our leading 
tackling poverty programme, significant employability programmes etc at the same 
time as tackling wider cost pressures and a shrinking resource base in a way which 
protected pro-poor services – a pattern which was in contrast to previous 
administration where savings were more heavily focused on pro-poor services. 
Equally, it was recognised by the Joseph Rowntree report, that such good work by 
the Council was achieved through its own efforts to secure resources with only very 
limited efforts made at the margins by the Scottish Government to support 
prevention, change and tackling poverty and deprivation. 
 
 A number of the key recommendation from that report present pertinent issues 
which the Committee should carefully consider when scrutinising the Scottish 
Government budget and holding them to account   

 
 It is necessary to slow the pace of the cuts if local government and its partners 

are to have sufficient time or ‘headroom’ to devise appropriate, strategic 
responses with the best chance of being effective over the long term. 

 
 It is necessary to avoid over burdening the more deprived authorities through the 

impact of the resource distribution system. As council resources and services 
become increasingly focused on poorer groups, it is increasingly urgent for there 
to be a national conversation about the principle underpinning the distribution of 
resources. Under the existing arrangements, councils with the highest level of 
disadvantage, have even less room to manoeuvre in terms of protecting the poor 
than other councils. In addition, there is a need for a major change in the nature 
and level of support from central government for investment or preventative 
activities.  

 
 Investment strategies need to focus on how all citizens can benefit from 

economic growth and job creation in their areas if the level of demand on local 
services is to be reduced by this means. The drive to generate financial savings 
should not be allowed to undermine the development of local economic 
strategies which also support people into employment and improve job retention 
and progression from low-paid work.  
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 There is a lack of capacity and capability within more deprived communities to 
effectively meet the expectations around the ‘civic responsibility’ agenda and 
expectations in this respect need to be managed 

 
It is recognised therefore, that despite our best efforts, councils are being restricted 
and indeed hampered by the Scottish government’s approach to managing 
Scotland’s public finances. The need to deliver strategic, step change and 
sustainable interventions to address poverty, deprivation and inequality will only be 
achievable at scale through more radical action on the part of the Scottish 
Government, coupled with a recognition of the unique placing local authorities hold 
to drive both local and strategic solutions with key partners to deliver what is required 
at the local level. 
 
The Accounts Commission reported that unallocated General Fund Reserves rose 
18.5% during 2014/15. The Accounts Commission reported that there is wide 
variation in the level of reserves that councils hold and the levels of unallocated 
General Funds but noted that "finance directors tell us that they are being careful to 
save whenever opportunities arise, in anticipation of further funding 
reductions."  This reflects commentary elsewhere that (such as  from the LGiU policy 
briefing "Financial Outlook for Scottish Councils") that job losses may be being offset 
through the use of one-off savings and using General Fund Balances in order to 
protect local services and jobs in the short term.  
 
Question 3: We therefore invite written evidence on how General Fund 
Balances are used by local authorities and in particular the extent to which the 
General Fund Reserves are being used being used to offset savings in the 
short to medium term.  
 
As outlined earlier the Labour Administration has managed addressing the significant 
financial challenge to date in a sustainable and responsible manner and in a way 
which protects as far as possible the delivery of services to local communities. 
Active use is made of General Fund balances to support the Council’s financial 
planning arrangements to deliver change, investment and modernisation in services 
as well as supporting meeting medium to longer term spending commitments. 
The Council has implemented a number medium term financial planning strategies 
which have utilised reserves to support the release and delivery of savings over the 
medium term as part of medium term financial planning arrangements. Such 
approaches have been implemented to protect service delivery over the medium 
term and mitigate the risk of being required to make unnecessary cuts to services 
over the short term. It is recognised that such approaches will over the longer term 
rely on an eventual return to growth in resources in order to maintain longer term 
financial sustainability. 
 
Notwithstanding such approaches, we continue to try and maintain unallocated 
General Fund Reserves at the minimum level recommended by the Director of 
Finance and Resources and it is recognised that depletion of unallocated reserves to 
support short term budget strategies is not a sustainable position. 
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Finally, the Scottish Government has committed to consult on and introduce, in 
future, a Bill "that will decentralise local authority functions, budget and democratic 
oversight to local communities". The Committee noted that the Finance Committee 
reported in its report on the draft budget 2016-17, that different figures for the 
revenue settlement to local government were arrived at in terms of the reduction in 
funding for Local authorities. These differing figures depended upon whether the 
comparisons were made between combined revenue and general resource grant 
(GRG) (5.2% reduction) or cash reductions compared with estimated total 
expenditure (2% reduction).  
 
Other funding such as whether the £250 million provided for health and social care 
integration (which was provided via health authorities) should also be considered as 
local government funding has also been highlighted.  
 
Question 4: What are your views on the range of local authority activities that 
should be considered ‘local Government budget’ as compared with funding 
that is provided elsewhere but which may support local government activities 
and outcomes?  
 
Irrespective of how the Scottish Government chooses to construct its own budget, 
the most important factor is the scale of funding made available. As detailed above, 
the scale of cuts imposed by the Scottish Government are pushing local authority 
delivered services and outcomes to a tipping point, where long lasting damage 
through failure to meet the needs of our communities will become an increasing 
feature across Scotland.  
 
Notwithstanding this position, funding intended to support the delivery of services or 
outcomes delivered by councils should be held within the local government budget. 
The degree of confusion, uncertainty and disruption to financial and strategic 
planning arrangements caused by the Government’s treatment of £250 million set 
aside to support adult social care – which was ultimately channelled through NHS 
budgets – was an excellent case and point.  
 
Additionally, there needs to be an end to the Scottish Government seeking to 
exercise centralised control of local authorities through the application of specific 
conditions linked to grant settlements. This erodes local decision making, democratic 
accountability and flexibility to manage resources, services and delivery of outcomes 
to meet local needs and indeed may force spending decisions which may not best 
meet the local needs. 
 

Question 5: In particular we want to hear your views on:  
 
How well the centrally managed funding programmes are managed, what 
outcomes they deliver and do they represent value for money?  
To what extent are the innovative funding packages leading to a change in the 
way affordable housing is being delivered? (information on innovative 
financing is available on the Scottish Government website at this link.  

https://beta.gov.scot/policies/more-homes/innovative-financing/
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The extent to which the centrally managed funds support development of the 
appropriate mix of affordable housing to meet housing needs (such as mid-
market rent as compared with social rent or private rent))?  
 
There is considerable variation across Scotland in housing market conditions and the 
applicability of centrally managed programmes will vary.  Mid-Market Rent homes 
offer an additional tenure option for people who are unable to access market housing 
but can pay above social rents.  Early indications in Renfrewshire suggest that MMR 
homes provided by housing associations can make a valuable contribution to the 
overall mix of tenure options, but the model generally has less applicability in areas 
where private sector rents are lower.   
 
There has been no evaluation of the Help to Buy scheme in Scotland and perhaps 
some of the questions raised about the UK Government’s scheme (about targeting 
and the extent to which the scheme helps people to buy bigger or more expensive 
properties rather than enabling them to buy a first home) are relevant in Scotland.  
There is insufficient information available at the moment to comment on the impact 
of innovative funding packages.   
 
Question 6: To what extent do the Resource Planning Assumption and the 
Strategic Local Planning Agreements processes effectively enable local 
housing needs to be prioritised and resourced?  
 
The Strategic Housing Investment Plan (SHIP) process, supported by 3-year RPAs 
and Strategic Local Planning Agreements, provides an effective framework within 
which councils can priorities and bring forward affordable housing developments with 
housing association partners in line with locally agreed strategic priorities.   
 
Question 7: We seek written responses on whether the increased subsidy 
levels will support new housing developments; and in particular whether the 
flexibility in subsidies will improve the provision of housing for older people or 
for people with particular needs.  
 
The restoration of higher rates of grant subsidy for affordable housing, along with 
greater flexibility for higher cost projects, has made it possible to take forward 
projects which were not considered viable after the 2011/12 changes were 
introduced.  This is very positive. 
 
However, the grant benchmark for councils is well below the benchmark for housing 
associations - £57,000 and £70,000 respectively.  This should be addressed and 
there should be greater parity in subsidy levels across the social rented sector.  
Many councils have large historic debt burdens which constrain their capacity for 
investment in newbuild programmes.  These issues have particular significance in 
relation to aspects of local newbuild programmes which involve regeneration through 
the replacement of existing obsolete housing rather than net addition to the existing 
stock of housing, given the additional costs associated with acquisition, demolition 
and loss of rental income.   
 
Housing association shared equity schemes have been very successful in delivering 
low cost home ownership as part of mixed tenure developments.  However, grant 
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benchmarks for shared equity were not increased in 2016 and the 2014 guidance 
(£40,000) makes it difficult to deliver shared equity.    
 
Question 8: Do you have any other comments to make about the outcomes the 
Scottish Government seeks from its Housing Supply Budget and how it 
delivers those outcomes?  
 
Major changes to the grant framework for affordable housing were implemented in 
2011 involving lower grant benchmarks and a challenge- fund approach for councils 
and housing associations.  
  
While recent increases in local grant programmes and 3-year RPAs are very 
positive, they follow a period of very sharp cuts in investment in new affordable 
housing since 2011.  Renfrewshire’s Resource Planning Assumption for the current 
year 2016/17 (£11.5m) is still below the level it was in 2008/09 (£12.5m) and 
2009/10 (£14.6m).   
 
While there has been incremental improvement over the last couple of years, a 
period of stability is needed along with increased funding levels to restore longer 
term planning arrangements and rebuild capacity in the sector. 
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Article from George Black which was provided to the Local Government 
Information Unit earlier this year 

 
Financial Outlook for Scottish Councils 

 
Summary 
 
The sharp reduction in the 2016/17 grant settlement for councils in Scotland came as 
a shock to the sector, as it was the worst financial settlement since the creation of 
the Scottish Parliament in 1999. Yes, councils had expected a challenging 
settlement, but they had not planned for the reduction to be so great and had not 
expected such unreasonable conditions to be attached. 
 
In addition the challenging settlement was imposed with short timescales. 
 
Now that the dust has settled, this briefing looks at the issues at the heart of the 
dispute between councils and Scottish Government.  Also examines the financial 
outlook for Councils over the next three to four years. 
 
The Dispute 
 
Not surprisingly, the first dispute was about the scale of the cut. Councils calculated 
a reduction in revenue grant of £350 million, equivalent to a cut of 3.5% in cash 
terms (-5.2% in real terms). Scottish Government said it meant a 2% cash reduction 
in total estimated local authority expenditure (not the same thing) and, if you included 
the £250 million additional resources for health and social care partnerships, it was 
only 1%. As the dispute escalated, Scottish Government then went on to claim that 
local government funding in Scotland had been protected in recent years, compared 
to a 27% reduction in England over the same period. In other words, whatever the 
rights or wrongs of the figures, councils in Scotland were still much better off than 
those in England. So why were they complaining so strongly? 
 
One of the reasons for concern was that the financial settlement was effectively 
imposed on councils, with there being little prior consultation or discussion of the 
impact on local services and jobs. In previous years, councils had broadly managed 
to protect their share of the total Scottish budget, meaning they bore their fair share 
of financial austerity, no more and no less. However, this all changed in 2016/17 
when, for the first time, councils saw a sharp fall in their share of the Scottish budget. 
As a consequence, they were now being told to bear a greater share of financial 
austerity than all the other sectors. How did this come about?  
 
When it comes down to it, the poor grant settlement was a direct consequence of the 
political choices made by Scottish Government about its relative spending priorities.  
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By giving such a high spending priority to health, adult social care, and to police, it 
follows that other areas of spend had to bear a greater proportionate share of the 
cuts. In the event, it was local government that suffered, by far and away, the 
greatest reduction in grant. 
 
To further illustrate this point, if we look at the UK Spending Review, Scottish 
Government’s Departmental Expenditure Limit (DEL) actually increased slightly by 
0.2% in cash terms, equivalent to a real terms decrease of 1.4%. In other words, 
although the UK Government’s financial austerity measures could be said to have 
accounted for some of the reduction in local government grant (-1.4%), the largest 
part (-3.8%) was as a direct result of the policy choices made by Scottish 
Government. The feeling of injustice was compounded by the fact that Scottish 
Government only issued grant figures for one year, even though it had itself received 
figures for the four years to 2019/20. 
 
However, this was not the only cause for complaint. Arguably as big a cause was the 
unreasonable conditions attached to the grant, and the short timescales for agreeing 
to these conditions. In order to receive their full allocation of government grant, 
councils had to agree to freeze council tax for the ninth successive year, maintain a 
pupil/teacher ratio nationally at the same level as 2015, and pay the living wage to all 
social care workers by October 2016. Failure by any individual council to deliver on 
any of these elements would result in a financial penalty equivalent to that council’s 
share of £408 million (£70 million for the council tax freeze, £88 million for teachers, 
and £250 million for health and social care). The fact that the social care monies 
were not even in the local government budget, but were instead in the health budget, 
only served to enflame the situation. 

The timescales given to individual councils to consider the implications of these 
conditions were unrealistic.  Councils were initially given some 5 weeks to decide 
whether or not to accept the package, but this coincided with the Christmas and New 
Year holiday period, when councils are traditionally in recess. The deadline was 
subsequently extended to early February, mainly as a result of significant doubts 
about the use of the £250 million health and social care monies. 

 
As a result of the combination of these issues, the relationship between councils and 
Scottish Government are probably at their poorest for some time. Earlier hopes of a 
move away from “tiers of government” to “spheres of government”, and a relationship 
based on a signed concordat between parties and “parity of esteem”, now seem a 
long way off. Relationships will not have been improved by the SNP manifesto 
commitment to give more power and resources direct to schools, possibly through 
the creation of new regional education boards. 
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Impact in 2016/17 
 
Despite some inevitable political posturing, councils reluctantly accepted the grant 
conditions and set their Budgets on the basis of a council tax freeze. Although it is 
still early in the financial year, there has, as yet, been no obvious sign of the 
predicted 15,000 job losses. This may be partly as a result of some councils making 
one-off savings and using General Fund balances in order to help protect local 
services and jobs in the short term. But it could also be that the predicted job loss 
figure itself was overstated. Having said that, actual job losses in 2016/17 are still 
likely to number in the thousands. 
 
Financial Outlook for next 3 Years 
 
As mentioned earlier, Scottish Government has issued grant figures for only one 
year, 2016/17,when  Scottish Government received Budget-spending limits for the 
period 2017 to 2020. These figures show further real terms reductions in spending 
limits, amounting to 4.3% over the three-year period, broadly equivalent to three 
more years at the level of reduction for 2016/17. When councils look at these figures 
in the context of their 2016/17 grant reduction of 5.2% they have every right to be 
fearful, particularly, as in two of those years, the reductions to Scottish Government’s 
spending limits are even greater than for 2016/17. 
 
Local Government concerns for this period will have been further heightened by the 
SNP Government’s manifesto for Scottish Parliament election 2016 which set out a 
number of new spending commitments including increasing the NHS revenue budget 
by £500 million more than inflation by the end of this parliament, reforming the NHS 
to meet the challenge of an ageing population by investing an additional £1.3 billion 
in health and social care partnerships, reforming primary care and increasing the 
number of GPs and nurses working in communities, and doubling the number of 
hours of free early years education and childcare for vulnerable 2 year olds and all 3 
and 4 year olds.  
 
And, more recently, Scottish Government announced their plans to close the 
attainment gap between pupils from the least and most deprived areas of the 
country. As part of these plans, the Scottish Attainment Challenge will be extended 
from £100 million over four years to £750 million over five years, and will include 
secondary schools in addition to primary schools. While these additional funds are to 
be welcomed they may bypass councils and go directly to schools. 
 
None of these plans augur well for local government in terms of its future share of 
the Scottish budget. Indeed, if the reductions in grant over the next three years are at 
the same level as for 2016/17, then the sector is facing a further £1 billion of cuts in 
cash terms. And this is before any account is taken of inflationary and service 
demand pressures, for example the impact of the living wage and pension changes. 



LGC/S5/16/10/2 

41 
 

As a result, the actual financial pressures that local government faces over the next 
three years are likely to be much higher. 
 
Although the SNP Government no longer has an overall majority in the Scottish 
Parliament, and will most likely have to negotiate the implementation of these 
policies with other political parties, this will offer little comfort to local government. 
 
Tax revenues 
 
In order to help meet these challenges there will, inevitably, be calls to raise local 
taxes to help reduce the need for cuts to services. Although, the SNP Government 
has indicated it now supports the lifting of the council tax freeze, it is only in the 
context of implementing its recently announced plans to reform the council tax 
system. 
 
In any case, it is worth putting the financial implication of any change of policy in 
context. It has been suggested that the council tax freeze could be replaced by a 3% 
cap, and that this could raise £70 million of additional income in any one year. 
Important though this sum is, it falls well short of the funding required by councils to 
balance the books.  
 
In addition, it has been estimated that the additional revenues arising from the 
proposed changes to council tax bands could generate £100 million of funding. 
However, these monies will not be available for general use by Councils, as it has 
been indicated that they will be earmarked for education services and go directly to 
schools. 
 
Furthermore, there is a proposal to assign local government a fixed share of income 
tax receipts, which is intended to give councils an incentive to improve economic 
growth. It is estimated that income tax receipts will grow by 6% per annum over the 
next five years and increase local authority budgets by up to £200 million a year by 
2021, if 25% of income tax receipts were assigned to councils. 
 
However, growth in income tax is not guaranteed, and the timescales for any 
receipts flowing through to local government could mean they are relatively small in 
the three year period to 2020, assuming the proposal can be agreed. With no overall 
majority in the Scottish Parliament, the timescales for implementing such changes 
could now be in some doubt. 
 
What are councils doing to meet this challenge? 
 
For a number of years now, councils have managed to make efficiency savings in 
areas that do not directly impact on the public. They have restructured back office 
operations, improved procurement procedures, increased energy efficiency, 
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rationalised non-operational assets, and streamlined senior management structures. 
Low interest rates has also allowed them to restructure their debt portfolios and 
achieve savings. None of this should have been obvious to the general public. By 
and large, the staffing implications of these changes have been managed by a 
combination of natural turnover and voluntary redundancy programmes. 
 
More recently, most councils have, to a greater or lesser extent, embarked on a 
programme of large scale change, whether this has been labelled service re-design, 
service reform, or transformation. A good example has been the change to residual 
waste collection arrangements, where the move away from weekly collections has 
led to an increase in recycling and a reduction in operating costs. Indeed, some 
councils have already moved to, and others are considering a move to, three-weekly, 
or even four-weekly collections. More change of this nature is now urgently required 
in the short to medium term.  
 
In the longer term, in order to ensure local government services remain sustainable, 
the transformation agenda will also need to address the “failure demand” that was 
highlighted by the Christie Commission some 5 years ago, and achieve a significant 
shift to a system based on early intervention and prevention. Achieving such a 
significant shift will not be an easy task. Much time and effort will be required to 
develop new models of service delivery while, at the same time, continuing to 
manage existing systems.  
 
Those councils that already have experience of large-scale change (that have the 
skills to engage with the public, communicate with staff, negotiate with trade unions, 
and have the capacity to implement large-scale change) should be reasonably well 
placed to manage this challenge. Achieving such change would be a difficult task at 
the best of times, achieving it in a period of financial austerity will be difficult in the 
extreme. 
 
Comment 
 
Making any financial predictions in these uncertain times is full of risk. However, it 
looks highly likely that 2016/17, challenging though it is, will not be the most difficult 
year local government will face. Similarly, challenging though 2017/18 is likely to be, 
again it is unlikely to be the most difficult year. Through prudent use of General Fund 
balances, councils should be able to align their financial savings targets with their 
transformation programmes over these two years. 
 
The most severe challenge is likely to come in 2018/19, when General Fund 
balances are either severely depleted or, in some cases, exhausted. This is the time 
when financial savings from transformation programmes will be required most, and 
when new tax revenues will need to come fully on-stream. Typically, it takes two to 
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three years for major transformation programmes to fully deliver on cash savings. So 
time is tight and councils need to start these programmes now. 
 
Against this background, it will be vital that Scottish Government now carries out a 
full spending review, and that councils receive three-year grant settlements in the 
autumn of 2016. Such certainty of grant will be essential to allow councils to plan 
effectively over the medium term, and help to protect vital public services. 
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Local Government and Communities Committee 

 
Scrutiny of the draft Budget 2017-18 

 
Summary of written evidence 

 
Introduction 
 
The Scottish Government’s Draft Budget for 2017-18 is not expected to be published 
until 15 December 2016. In light of this, the Local Government and Communities 
Committee agreed to undertake pre-budget scrutiny looking back at what has 
actually been spent in 2015-16 and (to the extent possible) in the current budget 
year 2016-17. The Committee launched its call for evidence, featuring questions on 
both local government budget and housing supply budget, on 19 September. 
 
The Committee received 31 submissions, broken down as follows— 
 

 11 submissions from local government bodies; 
 1 submission from a public sector body; 
 12 submissions from professional and other bodies; 
 4 submissions from third-sector organisations; 
 1 submission from an academic; and,  
 2 submissions from trade unions. 

 
This paper provides a summary of the main points raised in the submissions, and is 
structured around the local government budget questions asked in the call for 
evidence. The housing supply budget aspect is covered in a separate briefing. A list 
of all the submissions received can be found at:  
 
http://www.parliament.scot/parliamentarybusiness/CurrentCommittees/100936.aspx  
 
Ailsa Burn-Murdoch 
SPICe Research 
04 November 2016 
 

Note: Committee briefing papers are provided by SPICe for the use of Scottish 
Parliament committees and clerking staff.  They provide focused information or 
respond to specific questions or areas of interest to committees and are not 
intended to offer comprehensive coverage of a subject area. 

The Scottish Parliament, Edinburgh, EH99 1SP www.scottish.parliament.uk 

http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/101084.aspx
http://www.parliament.scot/parliamentarybusiness/CurrentCommittees/100936.aspx
http://www.scottish.parliament.uk/
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Question 1: We want to hear your views on the impact of budget reductions to 
date on local services, etc 
 
A number of submissions from local authorities introduce the impact of budget cuts 
by detailing the savings implemented over recent years. Renfrewshire Council 
states that, using its own methodology, which strips out various funding streams, its 
revenue grant support had reduced by 17% in real terms since 2009-10, in contrast 
to the 10% reduction it calculates has been seen by the Scottish Government. It also 
highlights the difficulties in tracking funding because of some responsibilities being 
removed from local authorities (i.e. police and fire services), and some being added 
(i.e. responsibilities linked to the Children and Young People Act). Renfrewshire 
Council argues that— 
 

“It appears perverse and acutely unfair that the Scottish Government have 
chosen to continue to cut grant resources to council areas like Renfrewshire 
whilst at the same time providing grant increases to other, in many case, 
much more affluent areas across the country.” 

 
Fife Council notes that it is picking up the additional cost of providing subsidised 
travel after the cessation of Scottish Government funding.  
 
The Association for Public Service Excellence (APSE) cites its own research 
which suggests that the cuts to front line services, excluding public health, education 
and social security, have been as much as 24% between 2010 and 2015. Unite 
Scotland suggests that local government is spending the equivalent of 44p in every 
£1 collected in Council Tax on debt liabilities, with an estimation that 10p of this 
relates to outstanding pre-devolution liabilities. It argues for an amnesty on pre-
devolution debt liabilities.  It also suggests that in comparison to other public 
services, such as the NHS, local authorities have borne the greater burden from 
austerity measures. 
 
In additions to cuts, a number of local authorities highlight increased service delivery 
costs. This is attributed to changing demographics leading to greater service 
demand, and to greater staffing costs as a result of the pension auto-enrolment 
scheme, the apprenticeship levy, changes to National Insurance, and the 
introduction of the Living Wage. Argyll and Bute Council points out that, as a rural 
authority, it is highly reliant on infrastructure and has higher delivery costs than other 
areas. It explains that it does not benefit from economies of scale in service 
provision. It also points out that it is the single biggest employer in the region, with 
staff cuts leading to depopulation and suppression of the local economy. 
 
Submissions from local authorities all present a similar picture of service evaluation 
and efficiency measures. Much of the focus is on providing only those services which 
are statutory and tied to councils’ key outcomes. The examples given on how 
councils have been making savings include— 
 

 revaluation of service provision, for instance reducing the number of hours 
and locations where services are offered; 

 Removing some services entirely; 
 Improvements to ICT systems; 
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 Transfer of council-owned assets to local community groups; 
 Closure of local offices; 
 Staffing reductions, including within statutory services; 
 The introduction of charges for non-statutory services; 
 A reduction in economic development activity; 
 Closure of public facilities such as libraries and public toilets; 
 Reduced spending on roads, parks, and tourism-related activities; and, 
 A reduction in provision of classroom assistants 

 
West Lothian Council suggests that anything that is non-statutory is at risk. Argyll 
and Bute Council explains that the choices on which non-statutory services could 
be reduced or cut are becoming narrower. Both Renfrewshire Council and 
Inverclyde Council suggest that a tipping point will come in 2-3 years when 
statutory services will become affected by cuts. 
 
Inclusion Scotland raises concerns around the impact of reduced spending on 
social care. Its submission highlights the impact on the quality of life of disabled 
people of reducing services to meet only “critical and substantial” need. It also noted 
the reduction on third-sector spending and resulting impact on Disabled People’s 
Organisations and the support they provide. YouthLink Scotland raise similar 
concerns about the impact on youth work budgets and spending, such as that on 
sports clubs, that support outcomes for young people. The Scottish Council for 
Voluntary Organisations (SCVO) notes concerns amongst third-sector 
organisations around both levels of funding and the short-term nature of funding 
agreements. 
 
In talking about making service decisions, Aberdeenshire Council gives details of a 
public budget engagement exercise which informed the Council’s future budget 
considerations. Orkney Council explains that it has made savings specifically in 
areas which would have limited impact on the most vulnerable.  
 
A number of submissions highlight the fact that, in a climate where local authorities 
must work to protect statutory services, preventative spending is becoming 
increasingly difficult.  
 
Highland Council points out that the protection of certain aspects of local 
government spending in line with Scottish Government priorities, such as teacher 
numbers and social care places, has a disproportionate effect on other services. 
UNISON Scotland suggests that even this protective spend underestimates the real 
cost of service delivery. West Lothian Council explains that the lack of certainty 
around central government funding has led to difficulties in planning ahead for future 
years.  The Scottish Local Government Partnership (SLGP) states that— 
 

“Local authorities need to be free to manage resources and services locally as 
they see fit and as being in the best interest of their own communities to which 
they are locally accountable”. 
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Question 2: We want to hear your views on the extent to which local authority 
spending decisions prioritise funding for policies that are likely to reduce 
inequalities. 
 
A number of local authorities detail the way in which they seek to protect the most 
vulnerable in society. Fife, Aberdeenshire and West Lothian Councils all explain 
that spending plans are set in line with their strategic plans and key priorities, with 
reducing inequalities as a priority. This means that for some the reduction in 
inequality is seen to underpin all spending.  
 
Orkney, Highland, Inverclyde and Argyll and Bute Councils all speak of using 
Equality Impact Assessments when exploring potential savings. Both Inverclyde and 
West Lothian Councils describe using the Single Outcome Agreement to work with 
partners when budget-setting.  Moray Council detail working with local partners to 
develop a strategic focus, and Argyll and Bute Council speak of public consultation 
work to gauge the impact of potential cuts. Argyll and Bute Council notes, 
however, that it could take some time to be able to fully understand the impact of 
cuts. 
 
On the impact of savings to date, Fife Council argues that there had been a 
disproportionate impact on the poorest households. Orkney Council highlights that 
cuts to services such as public transport are likely to have the greatest effect on 
poorer households. A number of local authorities, along with UNISON Scotland, 
note that introducing charging for certain services may make them inaccessible to 
those who were worst off. UNISON Scotland also notes that disabled people under 
65 years old, who are not eligible for free personal care, are facing mounting bills.  
 
Inclusion Scotland speak of increased charging for services for disabled people, 
along with higher eligibility criteria for accessing services. YouthLink Scotland, 
citing youth work as key in reducing inequalities, give some examples of positive 
projects to support both LGBT youth and young offenders. It stresses that budget 
cuts may lead to pioneering services being available to only a small number of 
people, or existing services being reduced.  
 
There is a focus in some submissions, from both local authorities and other bodies, 
on the importance of preventative spending. Renfrewshire Council explains that it 
is “focused on delivering sustained solutions to deprivation and inequality rather than 
directing more resources to deal with the related negative outcomes for … 
communities”. 
 
It states, however, that budget contraction means that it is hard to move away from 
reactive spending on front-line services. The Council suggests that the Scottish 
Government needs to slow the pace of cuts to allow local authorities some 
“headroom” to plan ahead. West Lothian Council also mentions the need to target 
spending towards minimising poverty and the cycle of deprivation.  
 
APSE states that a number of non-statutory services like provision of parks and 
green spaces and programmes focused on active lifestyles and healthy eating were 
key preventative services at risk of being cut. UNISON Scotland’s submission 
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echoes this, and highlights environmental health services, community sports facilities 
and allotments as other important aspects of preventative spend. 
 
East Ayrshire Council agrees that there is a need to invest in early intervention but 
that such activity needs to be balanced against maintaining current levels of service.  
Inverclyde Council says that it has thus far been able to keep charges for services 
low, but warns that this is not a sustainable model as this had been funded through 
general fund reserves. East Ayrshire Council also talks of using reserve funds for 
specific initiatives, including a fund to mitigate the impacts of welfare reform, but it 
feels that there is a challenge in being able to mainstream these initiatives.  
 
A number of submissions discuss the lack of certainty and flexibility around funding. 
Lloyds TSB Foundation for Scotland argues that local authorities need to have 
greater flexibility so that they can target spending towards people needs. Both Fife 
Council and East Ayrshire Council state that the rigid rules around teaching places 
prevent resources being allocated in line with need. For example, in rural areas, it 
isn’t possible to reduce teacher numbers to allow a greater focus on the quality of 
teaching. East Ayrshire Council suggests that reducing teacher numbers to better 
reflect local circumstances might “free up scarce resources for investment in high 
priority areas such as alcohol and drugs”.  
 
The SCVO suggest that greater openness and transparency around local 
government budgets may make it easier for those outside local authorities to assess 
and feedback on the effect of spending plans on the most vulnerable. 
 
Finally, both Renfrewshire Council and the SLGP reference the Joseph Rowntree 
Foundation report, The Cost of the Cuts: the impact on local government and poorer 
communities (2015)1, and urge the Committee to consider the final conclusions of 
the report. The SLGP also raise concerns about the announcement that the Scottish 
Government will bring into effect the socio-economic duty under the Equalities Act 
(2010), and the need for effective farming of the duty and buy-in from both public 
bodies and those on low incomes. 
 
Question 3: We therefore invite written evidence on how General Fund 
Balances are used by local authorities and in particular the extent to which the 
General Fund Reserves are being used to offset savings in the short to 
medium term. 
 
Local authorities were agreed that general reserve funds should be used, as 
Renfrewshire Council puts it, to actively support councils’ “financial planning 
arrangements to deliver change, investment and modernisation in services as well 
as supporting meeting medium to longer term spending commitments”.  
 
The majority of local authority submissions speak of a strategic focus on using funds 
on “spend to save” initiatives or one-off improvement investments. East Ayrshire 
gives its transformation strategy and resulting service design as an effective use of 

                                                 
1 A SPICe Briefing published on 31st October 2016, The social impact of the 2016-17 local 
government budget, builds on this research  

https://www.jrf.org.uk/report/cost-cuts-impact-local-government-and-poorer-communities
https://www.jrf.org.uk/report/cost-cuts-impact-local-government-and-poorer-communities
http://www.scottish.parliament.uk/ResearchBriefingsAndFactsheets/S5/SB_16-84_The_social_impact_of_the_2016-17_local_government_budget.pdf
http://www.scottish.parliament.uk/ResearchBriefingsAndFactsheets/S5/SB_16-84_The_social_impact_of_the_2016-17_local_government_budget.pdf
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funds, and Argyll and Bute Council, in order to tackle local depopulation, talks 
about using funds to stimulate economic growth. 
 
Some local authorities report that general fund reserves have been used to 
implement longer-term savings, for instance to fund voluntary redundancy schemes 
when reducing workforce numbers. The equal pay settlement is noted as another 
use of reserve funds on internal resources. The SLGP say— 
 

“Some councils have utilised reserves to support the release and delivery of 
savings in a planned way over short to medium term. Such approaches have 
been implemented to protect service and mitigate the risk of being required to 
make unnecessary cuts to services over the short term. Depleting these 
reserves to manage pressures in the short term could not be sustained longer 
term.” 

 
UNISON Scotland reference Audit Scotland research, which suggests that in 
2015/16, 13 councils planned to use reserves for day-to-day spending. The majority 
of local authorities’ submissions confirmed that they had not had to use general fund 
reserves for every day spending or to offset savings. Those that had had to use 
general fund reserves to address a budget shortfall did so acknowledging that this 
was an unsustainable approach and should only be used in the short-term.  Argyll 
and Bute Council explains that funds had been used to offset savings in the short-
term, for instance where funds were required part-way through the financial year. 
 
The majority of local authorities report that they retained an emergency balance, 
though levels varied. Many councils with high balances report that much of this is 
earmarked. West Lothian Council explains that it holds a low balance, but that 
other funds for improvements projects are in play. Orkney Council maintains high 
levels of reserves but suggests that this is because, as an island population heavily 
reliant on sea and air infrastructure, the risk of catastrophe it faces is higher than 
other areas. Renfrewshire Council suggests that maintaining a steady reserve 
balance is dependent on growth.  
 
Moray Council reports that it is reaching minimal reserve levels and is approaching 
the point at which service provision would have to be cut. It cites a lack of flexibility in 
its finances, with the Scottish Government “effectively” controlling 94% of its income. 
Orkney Council explains that its current high reserves were partly because the 
Council benefits from revenues from the oil port business, which is helping the 
Council to avoid a number of cuts. It reports, however, that the “General Fund is 
overspending despite the contribution from the oil reserves”. 
 
Both the SLGP and UNISON Scotland argue that in order to maintain balances and 
plan effectively for the future local authorities needed longer term financial 
projections from the Scottish Government.  
 
Question 4: What are your views on the range of local authority activities that 
should be considered ‘local Government budget’ as compared with funding 
that is provided elsewhere but which may support local government activities 
and outcomes? 
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The majority of submissions suggest that providing funding for activities which fall 
under local government jurisdiction through other bodies added unneeded 
complexity and eroded local accountability. This included the £250 million provided 
for health and social care integration through health boards. Aberdeenshire 
Council points out that, in its case, this is being administered through the Council, 
and will appear on the Council’s Local Financial Return reports.  
 
West Lothian Council states that it would be more helpful if funding for local 
government services was included in the local government settlement, and Orkney 
Council agrees, saying it would be simpler if funds were ring-fenced to local 
authorities. Fife and East Ayrshire Councils say that routing funding through other 
bodies, and effectively ring-fencing funds, limits flexible strategic planning within 
local authorities. Inverclyde Council suggests that councils had become little more 
than agents delivering services on behalf of central government. 
 
Despite criticism of the way funding is delivered, and the impact of conditional grants 
on local decision-making, Renfrewshire Council states that— 
 

“Irrespective of how the Scottish Government chooses to construct its own 
budget, the most important factor is the scale of funding made available.”  

 
Highland Council agree that, whilst focusing on the outcome of spending rather 
than the funding source is important, local control over spending should be higher. 
The SLGP say that changing the sources of funding does not change the challenges 
faced by local authorities in providing services on a contracted budget. It argues that 
some services are protected at the expense of others.  
 
Picking up on the issue of local accountability, Argyll and Bute Council points out 
that the effective ring-fencing of funds leads to a one-size-fits-all approach which 
isn’t appropriate given the varying nature of different authorities. It argues that this 
limits innovation.  
 
Submissions note that the short-term nature of funding allows for limited planning 
ahead. Argyll and Bute Council raise the specific impact on the voluntary sector, 
which receives much of its funding through local authorities.  
 
A number of submissions suggest that grant funding often underestimates the actual 
cost of service delivery. UNISON Scotland suggests that there needs to be more 
openness and accuracy about the real costs of running services. It also highlight that 
grant funding is complicated and costly to negotiate, and the difficulty in applying for 
funds may lead to inequalities, and suggests that grants may often focus on more 
newsworthy projects at the expense of everyday expenditure. 
 
Finally, the SCVO points out that in considering funding it is most important not to 
look at whether funding is contained within local government settlements or not, 
rather the focus should be on creating thriving local democracy and communities.  
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