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Statement to the Scottish Parliament Local Government Committee: Consultation
on Draft Local Government (Timing of Elections) (Scotland) Bill

John Curtice, Strathclyde University
8 May 2001

1. The draft bill proposes that Scottish local government elections should be held in
future on the same day as general elections to the Scottish Parliament. This would
normally mean that local government elections were held once every four years
rather than one every three years as provided for by the Local Government etc.
(Scotland) Act 1994. Two main arguments are out forward by the executive in
support of this proposal. The first is that turnout would be higher. The second is
that it would enable councils to take a longer more strategic view.

2. There is no doubt that turnout is higher in local elections if they are held on the
same day as general elections. In 1999, when the election was held on the same
day as the first Scottish Parliament election, the local election turnout in wards
with contested elections was 58.5%. In contrast turnout in Scottish local elections
held between 1974 and 1995 ranged between 41.4% and 51.4%. Nearly all voters
who turned up in 1999 to vote in the Scottish parliament election also cast a vote
in the local elections even though they may not have done so if a general election
had taken place. The experience in England, where local elections were held on
the same day as the 1979 and 1997 Westminster general elections has been
similar. Turnout in the local elections was almost the same as in the parallel
general election.

3. Despite this, four objections might be made to the proposal. Some of these are
acknowledged by the Executive but others are not.  First, although more voters
may well be voting on the same day, those who do turnout are more likely to vote
on the basis of national considerations rather than the issues facing their local
council. The independent electoral mandate of local government may thus be
undermined. Second, legislating for coincident elections now may prejudge the
decision that has yet to be made on the recommendation of the Kerley committee
that future local government elections in Scotland should be conducted using the
Single Transferable Vote.  Third, coincident elections may place an unreasonable
burden on electoral administrators. And finally, difference in the regulations for
the conduct of Scottish parliament and local government elections may cause
returning officer and/or candidates difficulties in running or fighting coincident
elections. Each of these objections is addressed below.

4. I am not competent to judge the merits of a three rather than a four year term for
local councillors. It may simply be noted that a four year term is the norm in
England and was the norm in Scotland prior to the last round of local government
reorganisation. However it should be understood that in some circumstances the
provisions of a draft bill could result in a local election taking place more
frequently than once every four years.  This point is also addressed below.
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5. The first possible objection is that coincident local elections will undermine the
independent electoral mandate of local councils. Recent evidence suggests
however that coincident local elections do not pose any greater threat in this
regard than does the well documented tendency for many (but not all) voters to
vote in local elections on the basis of national considerations even when those
elections are not held on the same day as a general election. According to the
1999 Scottish Parliamentary Election Study/Scottish Social Attitudes survey, 28%
of those who turned out in 1999 voted for a candidate of a different party in the
local election than the one that they supported with their first vote in the Scottish
Parliamentary election. When the comparison is made with respect to the second
Scottish Parliament vote that figure increases to 30%.  In contrast, it may be noted
that only 18% of voters voted differently in the Scottish Parliament constituency
contest than they way they said they would have voted if a Westminster general
election had been held that day.

6. As the following table shows the overall, share of the vote won by the parties in
then local council elections in 1999 was also not the same as the proportion that
they won in either the first or the second vote in the Scottish Parliament election.

SP election Local
1st vote 2nd vote Election
   %    %     %

Con 15.6 15.4 13.7
Lab 38.8 33.6 36.6
Lib Dem 14.2 12.4 13.6
SNP 28.7 27.3 28.9
Others  2.7 11.3  7.2

7. Some of the differences in voting behaviour in the two sets of elections, however,
will have been ‘forced’ on voters because the party that they voted for the Scottish
Parliament election was not standing in their local government ward.
Unfortunately there was nowhere in Scotland in 1999 where local government
ward boundaries exactly matched parliamentary constituency boundaries and
where all the parties fought all the component local government wards. Thereby
enabling us to see what happens when voters could vote consistently in the two
sets of elections.

8. However it may be noted that in that part of England that had coincident elections
in 1997 – and where a high proportion of the seats at stake were contested by all
three of the main English parties - the proportion of voters who voted differently
in their local government election from the way in which they voted in the
Westminster general election was also 28% (according to the British Election
Study). Moreover it is clear that the share of the vote won by the parties differed
with Labour doing less well and the Liberal Democrats better than they did in the
general election in those parts of England. Moreover the differences between the
outcome of the local and general elections in 1997 were typically bigger than they
were when coincident elections were last held in 1979. This is consistent with the
apparent tendency in recent English local elections at least for the outcome of
local elections to be somewhat less consistent with the standing of the parties in
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the opinion polls than was previously the case when local elections are being held
independently of any general election.

9. The second possible objection to holding coincident elections is that it might
prejudge a decision on the recommendation of the Kerley committee that future
local government elections in Scotland should be held using the Single
Transferable Vote (STV). This would be the case if it were thought impossible to
hold an election using the Additional Member System and one using STV at the
same time.

10. It is of course the case that the 1999 coincident elections were also held under
different electoral systems, viz. a two vote Additional Member System and single
member plurality. However despite the difference in the way in which the two
systems allocate seats, the cognitive task that they ask the voter to complete is the
same. In both cases voters are required to mark their ballot paper(s) with an ‘X’
against a single candidate/party. In contrast under STV voters are requested to
mark their ballot paper, ‘1’, ‘2’, ‘3’ in order of preference. It might be thought that
being asked to mark an ‘X’ on one set of papers and ‘1’, ‘2’, ‘3’ on another would
be more likely to generate voter confusion.

11. There are indeed few examples of voters being asked to vote by these two
methods on the same day. No country currently uses an electoral system for its
principal legislature using the two kinds of ballot. Although STV is used in some
local elections in the United States, these elections are normally held at a different
time than state and federal elections held using single member plurality.

12. However between 1937 and 1945 New York City held three elections at which the
city council was elected using STV while the mayor was elected the same day
using single member plurality. Those elections did not provide any evidence to
support the claim that voters might be more likely to cast an invalid vote in the
city council election or be put off voting because of the relative complexity of
STV. In the last election to be held when ‘X’ voting was required in both the
mayoral and the city council election, 12% fewer votes were cast in the city
council election than in the mayoral contest (reflecting the greater interest in the
latter). In the three coincident elections held using STV, the equivalent figure was
9%, 14.7% and 11.7%.

13. It may also be noted that the Elections Act 2001, which was recently passed by
the House of Commons and made provision for the postponement of the English
and Northern Irish elections due to be held on May 3rd and May16th respectively
until June 7th, also contains detailed provisions for how elections in Northern
Ireland should be conducted in the event of a coincident election. Local elections
in Northern Ireland are held using STV and these elections have not previously
been held on the same day as a Westminster general election using single member
plurality.  Yet if the Prime Minister does now call a general election on June 7th a
precedent will be created for holding an STV and an ‘X’ voting election on the
same day. Indeed in the Explanatory Notes to the Bill the Home Office asserted
that ‘Since 1999 there have been successful combined elections using two
different voting systems in Scotland and Wales; there is no practical reason to
prevent combined elections being held in Northern Ireland using first-past-the-
post and PR(STV).’

14. It may also be noted that the proposal for a new electoral system for the House of
Commons out forward by the Independent Commission under Lord Jenkins, viz.
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‘AV+’, would also require voters to cast one vote using an ‘X’ and another using
‘1’, ‘2’, ‘3’.

15. The third possible objection is that holding coincident elections might impose an
unreasonable burden on electoral administrators. Although some difficulties were
experienced in conducting the count of the coincident elections in 1999, it is by no
means clear that such difficulties are inevitable.  Certainly no similar difficulties
were reported in England in either 1979 or 1997.

16. However, it should be appreciated that at some point in future the UK Prime
Minister may opt to hold a Westminster general election on the same day as a
Scottish Parliamentary election. In that event then under the provisions of this bill,
three sets of elections would have to be held on the same day.  It may be noted
that when coincident elections were held in England in 1979 the government
postponed parish council elections that were due to take place at the same time as
district council elections on the grounds that it was unreasonable to expect
electoral administrators (and voters) to cope with three sets of elections on the
same day. It is not clear to me that there are any provisions in the bill that would
make it possible for Scottish Ministers to postpone the local elections in such
circumstances. In this connection it should also be born in mind that a Prime
Minister need give only 17 working days notice of the date of a UK general
election, so the Scottish Parliament may have even been dissolved by the time a
UK election had been called for the same day. If it were felt necessary to postpone
the Scottish local elections in such circumstances, it might be necessary for the
UK parliament to pass the necessary legislative enactment.

17.  The fourth and final possible objection is that differences in the regulations for
Scottish parliamentary and local elections may be the cause of some difficulty.
There are two possible issues here that may need consideration. The first is that
some of the provisions of the Political Parties, Elections and Referendums Act
2000, which inter alia sets out a new regulatory framework for campaign finance
in UK and Scottish parliament elections, do not apply to Scottish local
government elections (because the regulation of such elections are a devolved
matter) although they do apply to other local elections in the UK.  In particular
those regulations in the Act that rewrite the rules for the control of campaign
expenditure by individual candidates do not apply to Scottish local election
candidates but do apply to their parliamentary counterparts. It may be thought
desirable to ensure that the local election regulations are brought into line as
appropriate with the Scottish parliament regulations before coincident elections go
ahead. In any event it should be noted that under the terms of the Political Parties,
etc. Act, the amount of expenditure that can be incurred by registered parties
incurred in the four month period before a Scottish parliamentary election is
limited, and no provision is made to increase that limit in the event of a coincident
local and Scottish parliamentary election. It should thus be recognised that any
local election campaigning undertaken by political parties in this period has to be
undertaken within the budgetary limits set by the UK Parliament for Scottish
Parliament elections alone.

18. I noted at para. 4 that the provisions of the bill could result in local elections
taking place more frequently than once in four years. This is because the draft bill
allows ministers to call a local election in the event that an extraordinary Scottish
parliament election is called. Moreover, this appears to be the case even when an
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extraordinary general election is called more than six months prior to the date for
the next ordinary Scottish parliament election – in which event under the
provisions of the Scotland Act the next ordinary general election would still be
held on the next due date (and thus under the provisions of this bill another local
election would be held too). It may perhaps be questioned whether such a
provision is consistent with the executive’s stated aim of enabling councils to take
a longer-term strategic view.
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Scottish Executive Budget Process 2002-03

1. Our key objective in this year’s budget consultation process is to assess the
implications of the Executive’s expenditure provision for local services and
council tax levels.   Witnesses have been asked to address specific questions
to assist that assessment, so the Committee can reach a view on the
adequacy of current budget provision.

2. This memorandum supplements that process by analysing the interaction
between grant provision by the Executive and budgets, staffing and council
taxes in local government.  Ideally I would have liked to be able to provide
direct measures of service provision, but these are not in the public domain in
a consistent form. I have used a simple measure of staffing levels, as local
government is labour intensive and in general, increases and decreases in
staffing will reflect increases and decreases in services, respectively.

3. The key financial measures are: Aggregate External Finance (AEF);  spending
in excess of GAE (overspending) and Band D council tax levels. In general,
growth in grants will assume growth in budgetary provision and council tax
levels; and vice-versa.   In practice, councils may well react to changes in
grant provision in different ways, if they are more concerned with council tax
levels than service provision.

4. Tables 1 and 2 record the relevant data and trends.   In local authorities, as
with other organisations, there is a time lag between budgetary provision and
service commitment.   In 1996-7, authorities faced declining grant provision
and the costs of reorganisation, resulting in budgetary and staffing squeeze
and - because of the gearing effect – significant council tax increases.
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Table 1: Financial Data Since Reorganisation

AEF Band D
Council Tax

Overspending Staffing

£m £ £m
1996-97 5306 708 246 240,484
1997-98 5239 783 193 236,908
1998-99 5290 827 288 235,682
1999-2000 5513 849 376 234,616
2000-01 5630 886 436 237,311
2001-02 5995 929 N/A N/A

Table 2: Key Trends (% Change after 1996-7)

     AEF    Council Tax Staffing
1997-8 -1.3          +10.6 -1.5
1998-9 +1.0 +5.6 -0.5
1999-2000 +4.2 +2.7 -0.5
2000-01 +2.1 +4.8 +1.1

5. Since then, council tax rises have abated to around or above inflation.
However, staffing reductions continued until 2000-1.   The return to growth in
grant provision has elicited a modest growth in staffing, as local government
used part of the higher grant to moderate tax increases.

6. Since 1997-8, however, with the erosion of the reorganisation effect, the ratio
of tax change to grant change is much closer, with a 1.8% increase for each
additional 1% grant increase. There has been a slow but gradual trend to
greater stability in local government finance.

7. For 2002-3, the Executive is planning an increase of 7.0% in AEF, whereas
councils have provided for an indicative average tax increase of 5%. In this
context, authorities options will vary across Scotland. Those with growing
populations will receive higher AEF increases, and vice-versa. If local
authority costs rise by around 3% then service expansion, in both volume and
quality of 2-4% should be possible.

Professor Arthur Midwinter
3 May 2001
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Local Authority PFIs Capital Cost Authority
£m

Baldovie Wast to Energy Plant 43 Dundee
Falkirk Schools 65 Falkirk
IS/IT Services 13 Highland
Integrated Education Management
Service

5.6 Moray

Office Accommodation 1.5 Perth & Kinross
Aberdeenshire Schools Project 14.25 Aberdeenshire
 Mearns Primary and St Ninians High
School

12.5 East Renfrewshire

Project 2002 (Glasgow Schools) 225 Glasgow
Balfron School 16.5 Stirling
Information and Communications
    Technology Services 40 Edinburgh
Argyll and Bute Waste Management 21.7 Argyll & Bute
Road Transport System 49 Edinburgh
East Lothian Schools 30 East Lothian
Glasgow Southern Orbital Road 46 East Renfrew
Fife Schools 32 Fife
Highland Schools Project 17 Highland
Midlothian Schools Project 33 Midlothian
Edinburgh Schools Project 80 Edinburgh
West Lothian Schools Project 27.8 West Lothian
A92 Upgrading 36 Angus
Dumfries and Galloway Waste
Management Recycling Project

17.5 Dumfries &Galloway

Dumfries and Galloway Schools 70 Dumfries & Galloway
Access Glasgow 0 Glasgow
Highland Council Waste Management 80 Highland

Total 976.35

Note: Awaiting further information of the annual contract costs from the Scottish Executive
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THE SCOTTISH BUDGET
ANNUAL EXPENDITURE REPORT OF THE SCOTTISH EXECUTIVE

Introduction

The overall aim stated within the Local Government section of the report is:-

• To ensure the delivery of the highest quality services.
• To work together to modernise Local Government.

COSLA supports that aim.  Local Government is fully committed to continuous improvement
and the vision of modern Local Authorities making the best use of scarce resources to meet
the needs of their communities.

To achieve that common aim, central and local government need to work in partnership, with
local councils being trusted to take forward jointly agreed priorities on a genuinely based
value basis having taken account of local circumstances.

COSLA welcomes the thrust of developments which have been introduced with a view to
putting in place a more open and inclusive budgeting process.  The Scottish Executive’s
spending plans build on the stability which is introduced through Spending Review
arrangements.  This degree of stability is to be welcomed in assisting longer term planning.
These developments need to be refined and taken forward through setting up genuine joint
consultation arrangements for the consideration of priorities.  Also, further work needs to be
undertaken to more clearly reconcile figures contained in the consultation document and
those previously announced by the Scottish Executive, and for a more transparent read
across between programme areas.

The most appropriate application of additional resources which may become available
midway through a Spending Review period needs to be included in these joint considerations.
An example of this is the Chancellor of the Exchequer’s March Budget statement whereby an
increase in resources of £2bn directed at education and health was announced, although the
appropriate allocation of the formula consequences of that sum are a matter for separate
consideration in Scotland.  It is important that such resources are allocated in full, and as
genuinely additional to those currently available, at an early date.  This should be after full
and joint consideration on the most appropriate use of the resources.

Agenda item 3

Local Government
Committee

8 May 2001
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Changes in Local Government Finance Systems

Significant and positive developments are being taken forward and will be reflected in
settlements for the Spending Review period:-

• a firm 3 year revenue grant settlement for each council;

• a firm 3 year capital allocation for each council;

• the abolition of spending guidelines, subject to councils agreement to publish
indicative 3 year council tax levels;

• the piloting of local outcome agreements; and

• the initial development of prudential safeguards on capital investment as a
replacement to existing Section 94 controls.

The current position has only been arrived at through co-operation and commitment from both
sides and a great deal of work over the summer and autumn months.  Crucially, it is a
demonstration of partnership working between central and local government; the Covenant
and the Partnership Agreement setting out working relationships between local government
and the Executive and Scottish Parliament respectively will build on the establishment of
positive working relationships.

These changes in systems have been welcomed by COSLA as providing stability to
assist councils in forward planning.  They also underpin consideration of the Scottish
Executive’s spending plans.

Funding Requirements

As part of its submission to the Spending Review last summer, COSLA highlighted that a
modernising and continuously improving local authority faces a range of pressures including:-

• demographic - both increasing numbers, in particularly resource intensive groups
(such as the elderly) and changing mix of service needs within age groups (eg rising
mental disorders including dementia).

• demand - there are various external demands on councils including a greater
awareness of services and "rights" leading to increasing expectations of public
services.

• social - ongoing impact of care in the community in terms of increasing demand for
people to remain in their own homes; this requires a reconfiguring of, and a fresh
approach to, social and health services.  Other social trends, such as the increasing
proportion of older people, rising violence, etc adds to the pressures on public
services.

• legislative - the need to meet increasingly stringent waste disposal criteria and other
legislative requirements must be adequately funded by genuinely additional resources.
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• maintaining assets "fit for purpose" - one of the casualties of recent decades has
been adequate investment in the maintenance and modernisation of fixed assets and
infrastructure.  Evidence of this is seen in the deterioration in the condition of roads
and the state of school buildings despite various recent initiatives.  A programme of
improvements is required.

Within that document funding requirements over the Spending Review period were fully
costed and Table 1 below compares on a cumulative basis, COSLA’s assessment of the
funding requirements with the actual level of resources (before the addition of supplementary
resources to assist in funding the cost of the McCrone recommendations on teachers pay)
made available by the Scottish Executive.  That table demonstrates that there is a significant
gap between the figures with, as a consequence, this placing considerable pressures on
council’s ability to continue to deliver services to the desired level.  This comes on top of an
underlying shortfall in Executive provision when comparing councils’ base budgets with GAE
provision of some £440m.

Table 1 - Comparison of Resource Needs With Actual Provision

RESOURCE PRESSURE YEAR
2001/02

£m

YEAR
2002/03

£m

YEAR
2003/04

£m

LONG
TERM

£m

724
266
53

1,044
283
57

1,256
301
62

1,043 1,384 1,619

351 676 919

OUTLINED IN COSLA’s
SUBMISSION TO S.R.

Demand
Social
Legislative
Demographic

TOTAL REVENUE NEEDS

AEF INCREASE

GAP 692 708 700

208

Spending Pressures

Whilst a number of new burdens and spending pressures have been recognised within the
settlement (and in particular the recognition of inflationary pressures in calculations was
welcomed), there are many (including increased employers’ superannuation contributions, the
impact of “green taxes”, single status, elderly demographic pressures, a major funding
problem for police and fire pensions, etc) in addition to the necessary restoration of previous
cutbacks, which have not been adequately reflected within settlement calculations.  As a
result there is significant pressures on councils’ capacity to fund “core service
provision”.
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The Scottish Executive has defined a new burden which will be taken into account in
settlement calculations as:-

• “where as a result of the Executive’s policies a new initiative, duty or responsibility was
placed specifically on local government in such a way that imposed additional costs on
authorities; or

• where there was a transfer of functions or responsibility from the Executive or other
government departments to local authorities in such a way that imposes additional
costs on authorities”.

In assessing the overall spending need of local government a more realistic account needs
to be taken of all spending pressures and inescapable costs which are faced by local
government, including the full cost of inflationary pressures, and indeed a realistic
assessment of the capacity to introduce further efficiency savings.  The Scottish Executive’s
narrow definition of “new burdens” needs to be expanded to recognise all spending pressures
within settlement calculations.  Aligned to this, there is a fundamental need for joint
discussion, assessment and agreement of the costs and funding of new initiatives and policy
changes which may be proposed by the Scottish Executive.

COSLA is committed to taking forward and developing a simplified formula for grant
distribution.  This needs to be done on a joint basis.   However, it needs to be recognised that
a grant distribution system cannot solve the problems of inadequate resource levels and an
inadequate tax base.  It is the inadequate level of resources overall which is at the route
of the problem in attempting to consider the allocation of available settlement
resources.

Ring-Fencing and Central Direction on Use of Resources

Table 2 analyses the movement in ring-fenced specific grants to local government between
2000/01 and 2003/04.

Table 2 – Analysis of Specific Grants 2000/01 to 2003/04

2000/01
Amount

£m

2001/02
Amount       Change
   £m                 %

2002/03
Amount       Change
   £m                 %

2003/04
Amount       Change
   £m                 %

Police

Excellence
Fund

Others

379

147

46

400

188

45

5.6

27.8

(2.2)

418

198

51

4.5

5.0

13.0

430

203

52

3.0

2.3

2.0

TOTAL 572 633 10.7 667 5.3 685 2.7

Whilst for 2001/02 overall AEF increased by 6.2%, ring-fencing within this total has increased
by 10.7%.  This, therefore, restricts the increasing resources available for general grants to
local government.
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This increase in ring-fencing through specific grants is of concern to COSLA and is at odds
with the Minister for Finance’s statement to Parliament on 7 December that there is “an
increased focus on service outcomes”.  Ministers have indicated their willingness to examine
the possibility for more flexible arrangements to specific grants for years 2 and 3 and in
particular to look at putting in place arrangements which will allow greater flexibility between
capital and revenue.  Such consideration needs to be taken forward as a matter of urgency, in
particular in relation to the use of available Excellence Fund resources.

There are several facets to the problem of ring-fencing.  Firstly, it is set within the context of
resources demonstrably insufficient to meet the needs of Scotland’s communities.  Secondly,
it can and does generate perverse outcomes.  Thirdly, the process is rigid and bureaucratic.
Fourthly, it is fragmentary and militates against a strategic and joined-up approach.   Finally, it
is disingenuous to place so much focus on these initiatives and thereby raise public
expectations when the reality is that funding is being displaced from other high priority areas.

A review of hypothecation within the system needs to be taken forward as a matter of
urgency with a view to introducing more flexible and best value arrangements.

On 7 December the Minister for Finance announced individual councils’ settlement figures for
the next three years.  At that time, however, there was significant background detail
outstanding on the Executive’s assumptions within its calculations.  A detailed analysis of the
year-on-year changes arising from the CSR and the Spending Review 2000 was, therefore,
requested from the Scottish Executive.  This was received during the festive period and is
attached as an Annex to this submission.  The detail within the Annex gives a breakdown
over the year three years of the overall movement in AEF.

Prior to receipt of that analysis, the focus on settlement figures had largely been on the
bottom line settlement movement and statements made by Ministers that the settlement
recognised existing pressures within local government and would have less focus on inputs.
The detail since made available within the Annex, however, places some doubt on the
substance of these statements.  It illustrates that the Executive has placed considerable
direction on the use of available resources.   This significantly distorts efforts which have
been made in reviewing local government finance systems to introduce a more appropriate
balance between central direction and local flexibility.  There needs to be more local
discretion and flexibility on the use of resources.

Fundamentally, the lack of local flexibility brought about by the Scottish Executive’s
detailed breakdown of available settlement resources demonstrates little partnership
and trust.

There needs to be more honesty in settlement announcements.  Whilst the bottom line
figures announced last September appeared better, it is disingenuous for Ministers to suggest
that previous cutbacks and the funding of core service provision have been recognised in the
settlement.  Resources have largely been targeted to specific areas within the services of
education, social work, police and fire.  Direction to these areas will mean disproportionate
cuts in core service provision and other service areas.

On top of this, there are different messages coming from the centre and from service
departments within the Scottish Executive with unacceptable levels of hypothecation.  An
example of this, is recent circulars which have been issued by the Scottish Executive
directing and specifying in a detailed manner the most appropriate use of available social
work resources, an area which is already substantially under-resourced.
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A further example of concern in Executive announcements is in the area of roads
maintenance.   On 28 September the Transport Minister stated that “Years of neglect have
left our local roads and bridges in an appalling state.  To tackle the backlog of repairs I am
allocating an extra £70m to local authorities up to March 2004.   I expect councils, at the very
least, to maintain this year’s level of current and capital spending on roads, street lighting and
bridge maintenance.  In short, the new spending must be used as additional funding, not as a
way to make up the existing budget”.   The Executive’s analysis annexed to this briefing,
however, demonstrates that no provision has been made in settlement calculations to assist
councils in addressing and restoring much needed ongoing revenue maintenance of roads.

Because local government has less discretion over its funding than it has over its services, it
is extremely hard to apportion responsibility for local delivered services.  As a result, there is
confusion of responsibility and accountability and central and local government blame each
other when things go “wrong”.  For example, central government may become frustrated that
its priorities reflected through increased funding may not actually reach the intended services
and local government becomes equally frustrated in that it does not have freedom to
determine its level of funding to raise the funds it believes necessary to match the demand for
services.

To make accountability clear, local government’s discretion over its funding must be more
closely aligned with its discretion over its services.  But increased discretion is not
inconsistent with local government’s recognition that it must play its part in helping the
Government of the day meet is objectives.  But they are best achieved, not by central
direction or by the hypothecation of funds, since neither help foster a climate of trust between
central and local government.  The solution lies in the development of joint policy and
expenditure priorities, shared between central and local government.  By definition,
these priorities should be limited in number and their focus should be on jointly agreed
outcomes, thus allowing local government discretion over the means of achieving those
outcomes.

Central and local government have recognised the benefits of moving to a system of local
government finance that focuses more on service outcomes than resource inputs.
Discussions have been progressing on mechanisms for identifying and agreeing local
outcomes arising from the policy aims set out in the “Programme for Government” and other
Executive statements.  These discussions suggest that there is merit in exploring the potential
for establishing Local Outcome Agreements between the Scottish Executive and councils
thereby providing flexibility at a local level to take forward both national and local priorities.
Such developments are to be welcomed.  In taking this forward, however, it will be important
that such agreements are not seen as another layer of plans on top of those that already
exist, but should rather reduce the bureaucratic burden placed on councils.  This will be
realised where the link is made with targets in Best Value improvement plans and priorities
established in the community planning process.

Council Tax

The level (and distribution) of government grant is the most significant factor in terms
of determining the eventual level of council tax.  As has been the case in recent years,
there is a continuing trend over the Spending Review period for AEF to increase at a lesser
percentage than recognised spending need.  Over the Spending Review period this falls from
82.2% in 2000/01 to 81.6% in 2003/04.  Because of the high gearing effect on local
taxation this relative drop in funding on its own results in an increased pressure on
council tax of around 2.6%.
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The European Charter of Local Self-Government which has been ratified by the Government,
sets out a number of principles for the financing of local authorities, including the following:

• Local authorities shall be entitled, within national economic policy, to adequate
financial resources of their own, of which they may dispose freely within the framework
of their powers;

• Local authorities’ financial resources shall be commensurate with the responsibilities
provided for by the constitution and the law;

• part at least of the financial resources of local authorities shall derive from local taxes
and charges of which, within the limits of statute, they have power to determine the
rate;

• the financial systems on which resources available to local authorities are based shall
be of sufficiently diversified and buoyant nature to enable them to keep pace as far as
practically possible with the real evolution of the cost of carrying out their tasks;

• as far as possible, grants to local authorities shall not be earmarked for the financing
of specific projects.  The provision of grants shall not remove the basic freedom of
local authorities to exercise policy discretion within their own jurisdiction;

• for the purpose of borrowing for capital investment, local authorities shall have access
to the national capital market within the limits of the law.

If local government is to respond to local needs and to play an effective part in Scotland’s
Government it needs more responsibility for its finance.  The combination of spending
controls (including the continuation of inappropriate arrangements which make Council Tax
payers pay part of the cost of Council Tax Benefit) and Government grants mean that only
20% of council expenditure is now funded from local tax.  Against any comparable country,
Scottish local government is overdependent on central funding; in France, Germany and the
United States of America the percentage raised through local tax is 40%.

The local revenue base is simply too small.  Local taxation should raise at least 50% of
local government income if there is to be real accountability between a council and its
electorate and an effective relationship with central government.

An examination is needed of the control of business rates.   At the moment they are
controlled by central government and this does not assist councils in developing links with
business communities and taking forward measures to stimulate local economies.    The
return of business rates to local authorities would help to restore the link between local
businesses and the local council and its services.   It would also significantly assist in putting
in place a more equitable balance between central and local funding.

Capital Spend

A key to tackling some of the current pressures on revenue budgets and to transforming
services is substantial capital investment in the short-term.   There is a major investment
need in local government both to address much needed investment in existing infrastructures
and to take forward the modernisation agenda.  This was costed at £2.8bn in COSLA’s
submission last summer to the Spending Review.  Although the increase in capital consents
announced in the Spending Review were welcomed, albeit that as with the revenue
settlement a significant proportion has been ring-fenced to particular service areas, the
overall investment need cannot be delivered under current resource and system
constraints.   Local Government needs to be put in a position whereby it may tackle years of
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under-investment by addressing the crumbling infrastructure in schools, roads and other
community facilities as well as investing for the future and in “spend to save” projects which
will assist in taking forward the modernisation agenda.  The capital controls currently in place
need to be changed to facilitate this.

Councils are prepared and are already looking at innovative ways of taking forward
investment within current resource constraints.  Public Private Partnerships have been closely
examined and councils are looking at ways of joining up services with other public sector
agencies to ensure the most effect us of public resources.  Major PFI projects are currently
being taken forward largely on the back of the guarantee of level playing field support.

With restrictions in local government resources overall, consideration needs to be given to the
most flexible use of resources and taking forward capital investment decisions on a genuinely
best value basis.  A relaxation of PPP/PFI arrangements and rules would assist in this.  Also,
active consideration needs to be given to addressing the main inhibitors in the joining up of
public sector resources.

COSLA has made the case for the capital controls to be abolished.  If this is taken forward,
then it is recognised that further consideration would need to be given to the system of
revenue support and perhaps safeguards which should be put in place.

With the greater use of PPP arrangements, there is an increasing blur between capital and
revenue expenditure.  A relaxation of controls would recognise this situation and put in place
arrangements which would better enable councils to take advantage of opportunities which
may be presented by Public Private Partnerships.  Current developments and the introduction
of Resource Accounting and Budgeting within central government provide the opportunity at
this time to radically review current government accounting arrangements.

Now is the time to consider solutions to modernising local government finance systems and
controls.   A review existing Section 94 controls needs to be taken forward as a matter
of urgency.

Housing Capital

The requirement for councils to apply a percentage of receipts generated from the sale of
assets to redeem debt, was introduced by the last Conservative Administration on the
grounds that it would both address the rising capital debt burden on the Housing Revenue
Account and stimulate stock transfer.  From an initial 25%, the level was raised to 75% where
it has remained.  Yet the case for imposing set aside in the first place was not a strong one.
Councils had been forced, by the Government’s policy of reducing Housing Support Grant
and imposing strict limits on capital consent, to use their capital receipts to improve council
housing.

The case for the abolition of set aside arrangements is overwhelming.

• First, the Executive accepted the case for abolition of set aside for non-housing capital
and has already acted on this.  Keeping set aside for housing is, therefore, an
anomaly.

• Second, the climate in which set aside was introduced has changed very dramatically.
When set aside was introduced, COSLA and councils were opposed to stock transfer
and the then Administration was set firmly on a collision course.  That position has



9

changed considerably.  The majority of councils are either actively pursuing
community ownership or other alternative models of housing provision in their areas.

The set aside arrangements for housing should now be removed.  This would assist
councils in taking forward housing investment where appropriate and would help in redressing
the detrimental affect the arrangements have had on local economies.

Review of Local Government Finance

Whilst the changed arrangements in local government finance systems which were put in
place are to be welcomed, this cannot be regarded as the full independent review promoted
by COSLA.   It is, however, recognised as a significant step in the right direction.  There could
be a danger that unless the review of local government finance is considered in a holistic
manner, what might be seen as solutions for particular aspects of the system may be at odds
with the overall direction the review of the system as a whole should take.  COSLA, therefore,
welcomes the Local Government Committee’s Inquiry into this area which will benefit from
taking this wider perspective and in doing so take into account both the developments which
have been introduced and other changes to the finance system which need to be considered.
The present system confuses accountability, creates dependency and has too many central
controls.  The consequential effects of this and the case for change have been referred to
throughout this submission.

COSLA is committed to assisting in the Committee's consideration during this important
Inquiry.  It has established a number of elected member task groups and officer working
groups to further develop the policy issues outlined in the written evidence submitted in
January.  Further evidence will be provided following that developmental work.

The Scottish Executive should give a commitment to this Inquiry and to acting
promptly to effect changes in local government finance arrangements which may
emerge from the findings.
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Conclusions

Whilst the changes which were made in local government finance systems and the
bottom line settlement figures given in the Spending Review announcements in
September were, with a degree of caution, welcomed the detail which subsequently
emerged on the assumptions within settlement calculations caused some concern on
the adequacy of resources to take forward core service provision.  This is heightened
by the significant extent of direction to the use of available resources suggested by the
Scottish Executive.

These factors undermine the principle of the changes in local government finance
system arrangements which were developed over the last year and significantly distort
the efforts which have been made to introduce a more appropriate balance between
central direction and local flexibility.  This is of major concern to local government.

There needs to be more local discretion on the use of resources to allow local councils
to take forward jointly agreed priorities on a genuinely best value basis.

The lack of local flexibility within the settlement demonstrates little partnership and
trust.
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ANNEX

SCOTTISH EXECUTIVE’S ANALYSIS OF
YEAR ON YEAR CHANGES IN AEF

2001-02 2002-03 2003-04
       £m         £m        £m

CSR and others

Education
Gaelic 0.3
Excellence Fund - Core Programme 23.1
Excellence Fund - Special Programme 2.1
Teachers Pay 70.1
Educational Psychologists 0.3
Provision for Young Children 5.0
Teachers for Deprivation 12.5
FE Travel and Bursaries 0.03
Total 113.4

Social Work
Community Care 18.0
Children’s Services Development Fund 2.5
Community Care Action Plan 2.5
Advanced Corporation Tax 12.7
Total 35.7

Police 20.9

Fire 7.4
Fire (transferred from Civil Defence) 0.2

Waste Strategy (transferred from Misc) 2.5

Distance Selling Regulations 0.01

Miscellaneous (£14m in CSR minus £6.5m
to Teachers for Depriv and £2.5m to Waste
Strategy)

5.0

Increases to budget influenced services 27.0

CSR and others - total 212.1
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Spending Review adjustments

Pay and Inflation
Education 10.0 38.0 40.0
Social Work 14.0 33.0 23.0
Others 20.0 50.0 35.0
Total 44.0 121.0 98.0

Education

Teachers Pay 44.5 73.0 -23.5
Asset Maintenance 0.0 0.0 9.0
INSET Specific Grant 0.0 2.6 0.0
Educational Psychologists 0.0 0.4 0.0
Special Teaching Staff 0.0 2.5 0.0
Excellence Fund Core Programme 15.5 -2.0 9.5
Excellence Fund Special Programme 0.0 11.5 3.5
Total 60.0 88.0 -1.5

Social Work

People with Disabilities 1.0 0.0 0.0
Residential Accommodation for the Elderly 10.0 0.0 0.0
Services for Home Based Elderly 25.0 5.0 19.0
Services for People with Disabilities 8.0 4.0 4.0
Mental Illness 1.0 0.0 0.0
Remaining Social Work Services 6.8 0.5 0.0
Children’s Services Development Fund 5.0 0.0 5.0
Carers Services and Respite Care 5.0 1.0 5.0
Total 61.8 10.5 33.0

Police 23.7 35.6 23.4
Fire 8.0 7.0 7.0
Waste Disposal 3.0 2.5 1.5
Access to the Countryside 2.5 2.2 1.8
Transport - Concessionary fares 0.0 20.0 25.0
Council tax – assumed growth in base (89.0)
Loan Charges 24.0 37.0 54.0

Spending Review total 138.0 323.8 242.2

TOTAL AEF CHANGE 350.1 323.8 242.2
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1 INTRODUCTION

The Scottish Parliament Local Government Committee are presently scrutinising the

Scottish Budget for 2002/03 and have requested a written response to a number of

predetermined questions.   This paper is Dundee City Council’s response to these

questions.

2 RESPONSE TO COMMITTEE QUESTIONS

2.1 The cash increase in funding available to the Council and your Council’s

budget total.

The Aggregate External Finance figures for the financial years 2001/02 and 2002/03,

as advised by the Scottish Executive on 7 December 2000, were £189.651m and

£199.198m respectively, representing an increase of £9.547m or 5% for 2002/03.   In

terms of the increase in the Revenue Budget for 2002/03, the 3 year projection

identifies a Revenue Budget 2002/03 total of £227.310m, an increase over the

approved Revenue Budget 2001/02 of £10.21m or 4.7%.

2.2 The provision you have made for inflationary costs in your budget.

The 2002/03 Revenue Budget was prepared using the following inflationary

assumptions:-

Pay Awards 2002   3.0%

General Inflation   2.5%

Water/Sewerage Charges 10.0%

Non Domestic Rates   3.0%

Income (including review of charges)   3.5%

Joint Police Board requisition   5.0%

Joint Fire Board requisition   6.0%

Superannuation – Employees Contribution 14.3%
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In total it is estimated that the above inflationary provisions will add approximately

£7.2m, or 3.3%, to the approved 2001/02 Revenue Budget.   It should be noted that

since the approval of the 3 Year Revenue Budget, the pay settlement for APT&C and

manual staff has been settled at an average award of 3.5%, and thus will increase

the 2002/03 Revenue Budget by £0.4m.

In the projected 2002/03 Revenue Budget there is provision for £5.3m of new

burdens identified by the Scottish Executive, £2.6m of these included in the 2001/02

Revenue Budget and a further £2.8m in the projected 2002/03 Revenue Budget.

The three major new burdens provided for in the Revenue Budget are the McCrone

Teachers settlement, Sutherland Commission response and Transport

Concessionary Fares (2002/03 only).

2.4 The provision made for new policy developments by service

In preparing the projected 2002/03 Revenue Budget, no allowance or provision has

been made for any new policy developments initiated by the City Council.   Policy

developments are almost entirely funded from Scottish Executive grant and provided

specifically for policy developments initiated by the Scottish Executive.

2.5 The provision made for savings within your budget

Over its’ first 5 years, from 1996/97 to 2000/01, the City Council made real budget

savings of over £35m and no growth was allowed.   During the preparation of the

2001/02 Revenue Budget, each department’s budget was scrutinised and every item

of expenditure was examined by Senior Officers, the Director of Finance and the

Chief Executive.  This exercise ensure that only the most essential expenditure was

included in the approved Revenue Budget which was rolled forward to 2002/03.
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2.6 The provision made for Council Tax increases in your budget

The 3 Year Revenue Budget projections approved at the Council’s Policy &

Resources Committee on 15 February 2001, resulted in a projected indicative

Council Tax increase of 2.5% per annum for the financial years 2002/03 and

2003/04.

2.7 The provision made for current costs of PPP/PFI projects in your budget.

The City Council were the first Scottish local authority to receive “level-playing field”

support for a PPP/PFI project, when it received £2.1m of Aggregate External

Finance in 2000/01 in respect of the Baldovie Waste to Energy Plant.  This sum has

been included in the assumption for the Aggregate External Finance, when

calculating the indicative 2002/03 Council Tax.

3 ADDITIONAL QUESTIONS

3.1 The adequacy of your Non-Housing Capital Allocation

The City Council’s Non-Housing Capital Allocation for 2002/03 is £8.409m and is

wholly inadequate when one considers that the Council’s Non-Housing assets are

currently valued at £428m.   The draft Capital programme for 2002/03 has very few

new capital projects and will primarily be used to carry out essential significant

repairs to the existing buildings and infrastructure.  These repairs are required mainly

as a result of health and safety priorities and to keep buildings wind and watertight.

3.2 The balance between capital and current spending

While the balance between capital and current spending may be interesting in

theory, in practice, the Scottish Executive funding of both is inadequate for the needs

of the City Council.  The City Council’s projected Revenue and Capital Budgets for

2002/03 are £227.564m and £9.625m respectively.  There is therefore little scope to

transfer expenditure from one area to the other.
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3.3 The impact of the current Council Tax Benefit Subsidy limitation on your

decisions.

None whatsoever, as the Administration were committed to keeping the level of

Council Tax increase for the 3 financial years 2001/02 to 2003/04 inclusive, at or

below the level of inflation.

3.4 The current balance between Council grants and local taxation, and the mix of

specific grants.

In the approved 2001/02 Revenue Budget, the split between Central Government

funding (including Specific Grants) and Council Tax is 80% and 20% respectively.

In simple terms, the local revenue tax base is too small.  The consequences of this

are that the local members and electorate have very little ability to determine and

implement local policies and the high gearing means any small movement in central

government funding can have a disproportionate effect (usually detrimental) to the

level of Council Tax.

The increased use of ring-fencing of additional funding provided for new Government

initiatives is having an increasing impact on local authorities ability to fund core

services.   These resources should be merged with mainstream funding and policy

directives should be more output focussed.

3.5 Whether you have any new PPP/PFI projects at the planning stage, and the

likely revenue consequences.

The City Council recently received notification of Scottish Executive grant aid of

£305,000 to allow it to develop a feasibility study and Outline Business Case in

respect of a PPP project for school buildings.
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3.6 Whether you have formed a view of the relative costs of PPP/PFI in

comparison with conventional public funding.

This will be a key element of the feasibility study and Outline Business Case referred

to above, particularly when determining the Public Sector Comparitor.

Under the current Capital consent regime, particularly given the level of consents

issued, it is inconceivable that the volume and extent of essential capital works could

be carried out by Councils, other than through the mechanism of a PPP/PFI project.

4 ANY OTHER ISSUES RELATING TO THE 2002/03 REVENUE BUDGET

In terms of the projected 2002/03 Revenue Budget, the major issues which will have

a significant impact are as follows:-

a) Actual cost of the McCrone settlement compared to the Scottish Executive’s

estimates included in the 3 year grant settlement.   Current projections

indicate a shortfall of £0.5m in 2002/03.

b) Expenditure pressures in the Social Work Department’s Revenue Budget,

particularly in respect of Delayed Discharges, intensive Home Care Services

and provision for Mental Health placements.

c) Single status and the reduction in the working week.

d) Secure and Residential Care for Children, where expenditure pressure is

excessive due to a combination of a higher number of placements from the

Children’s Panel and the Courts, and the high charges from providers of this

service.   The GAE provided for this service in 2000/01 was £0.5m compared

to actual expenditure of over £2.6m, ie a shortfall of over £2m.   This

expenditure pressure will not reduce, in fact current predictions indicate that it

will continue to increase.
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Although this GAE heading has now been merged with Community and

Residential Care for Children there has been no real increase in the overall

GAE level.

e) The loss of the Trunk Roads contracts to the private sector is likely to have an

impact on the profits achieved by Tayside Contracts, which are subsequently

returned to the local authorities.

f) The criteria for the use of the Better Neighbourhood Fund appears to be too

sharply defined and restrictive.

Dundee City Council has been allocated £3m in 2002/03 in addition to the

£2m allocated for 2001/02.   Greater flexibility in the use of these resources

would enable the Council to tackle some of the root causes and effects of

poverty and deprivation.
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This paper is Orkney Islands Councils response to the Local Government Committee’s
scrutiny of the Scottish Budget 2002/03

1. The cash increase in funding available to the Council, and your Council budget total

The increase in Aggregate External Finance (AEF) and for 2002/03 was £1.714M or

4%.

The Councils Budget increased by £2.216M or 4.6%.

The funding deficit was met by increased Council Tax levy of £502K.

2. The provision you have made for inflationary costs in your budget

The estimates prepared for 2002/03 assumed pay awards of 3% and general inflation of

2.5%.

The provision contained in the settlement for pay inflation of  2% and general inflation

of 1.25% left the Council to fund some £478K by way of efficiency savings.

3. The provision you have made for new burdens arising from executive decisions

The only flexibility given to Councils relates to the inflationary provision and therefore

the balance of the increase in AEF of £990K has been channelled to new burdens as

directed by the Executive.

It should also be noted that due to an actuarial valuation of our pension fund the

2002/03 budget had to be increased by £180K (or 1.2% on staff costs) to allow for

increased employers contributions.  This is not considered a new burden by the

Executive.

4. The provision made for new policy developments by service

There is no provision in the 2002/03 budget for policy developments initiated by the
Council.

5. The provision made for savings within your budget

The base budget for 2001/02 was reduced by £1.084M.  These reductions were not

reinstated and were rolled forward into the 2002/03 budget.

6. The provision made for Council Tax increases in your budget

Following a large 9.3% rise in Council Tax in 2001/02 a further 9.3% is required for

2002/03 increasing the Band D charge to £824, generating an additional £502K.

7. The provision made for current costs of PPP/PFI projects in your budget

The Council has been unable to enter any PPP/PFI projects
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COUNCIL VIEWS

1. Adequacy of Non Housing Capital Allocations

The Council received a 20% increase in consent levels to £4.417M for 2001/02 and a

1% increase for 2002/03 to £4.459M

A formula distribution works reasonably well until a major programme of expenditure

is required.  The Islands Council will soon require to replace all its internal ferries at an

estimated cost of £34M.

2. Balance between Capital and Revenue

Funding levels for both Capital and Revenue are inadequate and more flexibility to

move funds between the two is required.

3. Impact of Council Tax Benefit Subsidy Limitation

There was no impact on our budget in 2002/03 because we are below the Scottish

average Council Tax level.   However without the application of balances we would be

above the Scottish Average and would have to consider the impact carefully.

4a. Current Balance between Grants and Local Tax

The Islands Council has an Excessively High Gearing ratio with only 10.9% of

expenditure met by Council Tax and therefore any non funded policy initiatives or

reductions in grant levels have a disproportionate effect on Council Tax levels.

4b. Ring Fencing

Ring fencing or targeted monies impacts on local authorities ability to fund core

services.  The timescale for implementation of some initiatives can be extremely

burdensome on small authorities.

Specific grants for Orkney total £2.356M or 5.3% of total AEF.

5. PPP/PFI

We have been unable to interest the private sector in potential projects



LG/01/14/9
Any Other Issues

Special Islands Needs Allowance (SINA)

During financial year 2000/01 a review of SINA was undertaken by a team of experts.

The report concluded that Islandness was a cost driver but at a lower level than the current

allocation, they also recognised that the current SINA allocation was supporting issues of

Super Sparsity and Diseconomies of Scale.  The experts concluded that no change should be

made to SINA until reviews of Super Sparsity and Diseconomies of Scale were concluded.

Unfortunately SINA has been frozen at 2000/01 levels.

The application of AEF increases to the SINA quantum would have increased resources

available to Orkney as follows:

£322K in 2001/02    £257K in 2002/03    £191K in 2003/04

3 Year Budgeting

The introduction of 3 year firm allocations is, of course, welcomed however the decision to

extend a system designed to produce annual grant figures for 3 years does create anomalies.

A number of GAEs are expenditure based, whilst accepting that this distribution mechanism

is inappropriate in the longer term, it is the only way at present to accommodate service areas

where spend patterns differ from standard Local Authority Services.

For example: Ferry costs in Orkney are budgeted to increase by 6.1% in 2002/03, the

application of the predetermined inflationary percentage increases this element within the

settlement by only 1.25%.  This results in a loss of resources to Orkney of some £188K.


