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LOCAL GOVERNMENT COMMITTEE

AGENDA

15th Meeting, 2001

Tuesday 15 May 2001

The Committee will meet at 2.00 pm in the Hub, Castle Hill, Edinburgh

1. Budget process 2002/03: The Committee will take evidence from—

Falkirk Council:
Alex Jannetta, Director of Finance
Councillor David Alexander

Scottish Executive:
Angus McKay, Minister for Finance and Local Government
David Palmer, Head of the Finance Coordination Group
Neil Rennick, Head of Scottish Executive Local Government Expenditure
and Council Tax Branch

Perth and Kinross Council:
Roddy McArthur, Director of Finance
Harry Robertson, Chief Executive

2. Subordinate Legislation: The Committee will consider the following negative
instrument—

The Teachers’ Superannuation (Pension Sharing on Divorce) (Scotland)
Regulations 2001, (SSI 2001/152)

3. Local Government Finance Inquiry: The Committee will consider whether to
bid for research funding

Eugene Windsor
Clerk to the Committee

Room 2.05, Committee Chambers
85217

e mail: eugene.windsor@scottish.parliament.uk

mail to : eugene.windsor@scottish.parliament.uk
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LOCAL GOVERNMENT COMMITTEE - 15TH MAY 2001

SCRUTINY OF THE SCOTTISH BUDGET 2002/03

SUBMISSION BY FALKIRK COUNCIL

SUMMARY

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

Cash Increase = £8.4m [+ 5.32%]

Budget Total (Net) = £208M

Increase is welcome, particularly when allied to 3 year budgets and end of guideline limits,

but must be placed in context of severe constraint in previous years and the impact of new

burdens.

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

� Key element is pay and this is generally provided at 3% consistent with 3 year

settlement, negotiated with unions (excluding Teachers).  For other elements, a

provision has been applied, where necessary, at circa 2% consistent with the projected

benign climate.

� It is pertinent to note that central government for many years, has not been realistic in its

allowance for inflation in grant settlements, particularly in relation to pay awards.
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3. The provision you have made for new burdens arising from executive decisions

Key areas:-

Education a) McCrone

b) National Grid for Learning

Social Work Community Care/Sutherland Commission

Transport Concessionary Fares

Waste Management Landfill Tax & Landfill Directive

4. The provision made for new policy developments by service

Major policy developments are generally supplementing funding by Scottish Executive e.g.

Education Excellence Funds re Raising Standards in Schools

Social Work Home Care/Community Care

5. The provisions made for savings within your budget

There are no specific savings provisions identified at this time.  Generally, savings

generated by the constant search for efficiencies, for example through Best Value Service

Reviews, are recycled into priority areas and in particular front line services and overall

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

5% p.a. [in each of next two years]

This is expected to result in a Council Tax level which will be one of the lowest, if not the

lowest, in mainland Scotland.

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

The budget for 2002/03 provides for expenditure of £13m in respect of the Falkirk Schools

Project which procured five new schools through the PPP/PFI mechanism.  Annual Level

Playing Field Support of £8.64m is included within the AEF figures.
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ADDITIONAL TOPICS

The adequacy of your non-housing capital allocation

The increase in allocation to circa £8m in 2002/03 is very welcome, but must be placed in the

context of a trend of constrained resources over many years.  This has resulted in a deterioration in

assets and infrastructure and a substantial repair backlog e.g. roads and schools.

The balance between capital and current spending

It is important to remember that capital spend is geared to the provision of social assets such as

schools which will provide services over many years.  Moreover, the costs of these capital assets,

most notably borrowing, impact on current spending.  It would, however, be of assistance if local

authorities were allowed greater flexibility between capital and revenue spending.

The impact of current council tax benefit subsidy limitation on your decisions

Falkirk Council presently levies a Council Tax substantially lower than the all-Scotland average,

therefore, the CTB Subsidy Limitation arrangements do not have any real impact on budgetary

decisions.
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The current balance between council grants and local taxation, and the mix of specific grants

� The imbalance between government grant & local taxation continues to be a core issue in local

government finance, resulting in problems of gearing and accountability.

� Specific grants, whilst they have merit, do intrude on the capacity of local councils to prioritise

resources.  Specific concerns regarding 'ring fenced' Education Excellence Fund monies and a

more flexible approach would be welcome.

Whether you have any new PPP/PFI projects at the planning stage and the likely revenue
consequences

The Council has recently completed a large PFI project for 5 secondary schools and has no present

plans for further PPP/PFI projects.

Whether you have formed a view of the relative costs of PPP/PFI in comparison with
conventional public funding

� It is recognised that this is an area of debate involving politicians and academics.

� It is important to appreciate that each individual project needs to be assessed in its own context

and with an appreciation of the mix of factors applicable in that particular case.
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OTHER ISSUES OF CONCERN

� The significant proportion of funding which is ring-fenced undermines local priority setting and

places pressure on other parts of the budget.

� It is important that provision for new burdens e.g. McCrone are realistic.
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THEMES FOR ORAL PRESENTATION

� Additional capital/revenue resources very welcome but context of many years of constraint.

There is a backlog to redress.

� Greater flexibility with e.g. removal of guideline limits together with capacity now for longer-

term planning also very welcome.  Do need, however, to pursue this agenda e.g. Prudential

Capital Control Framework.

� High % of funds sourced from government  relative to local taxation a persistent and core issue

in terms of e.g. accountability and council tax gearing.

� The % of funding ring-fenced is of concern.

� Need for new burdens to be realistically costed and financed.
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DRAFT 5

Local Government Committee Scrutiny of the Scottish Budget 2002-03

Written Submission by Perth & Kinross Council

Introduction

Perth & Kinross Council provides services to a mix of urban and rural communities
across the 5th largest geographic area in Scotland. The latest estimates show that the
Council has experienced a growth in household numbers of 10.23% between 1991-
1999, the 4th highest increase nationally (Source: Scottish Executive.) Employment
within the area is split between Distribution, Hotels & Catering (32%), Public
Administration, Education & Health (26.5%), Financial Services (11.5%),
Manufacturing & Construction (14.8%), Agriculture (5.5%) and a number of smaller
industries (Source: Office for National Statistics 1998 Annual Employment Survey.)
The Average Gross Earnings per week of those employed in the area in 2000 were
£333 compared to a Scottish average of £380 (Source: Office for National Statistics
2000 New Earnings Survey.)

Perth & Kinross Council set a Band D Council Tax for 2001-02 of £875 (excluding
Water Authority charges.) This represents in absolute terms the 13th lowest Council
Tax in Scotland and is some £54 less than  the national average, on the same basis,
of £929.  The Council has set a  provisional Band D Council Tax for 2002-03 of £936
which compares to a projected  2002-03 national average, on the same basis, of
£975 (Source: COSLA.) The audited in -year collection rate for Council Tax in
financial year 1999-2000 was 92.1%, the 9th highest collection rate in Scotland
(Source: Accounts Commission Data Compendium 1999-2000.)  The in-year
collection rate  has improved to 93.5% for 2000-2001 and, after  taking account of
Council Tax arrears recovered,  Perth & Kinross Council’s effective collection rate for
Council Tax is estimated at  98%.

The latest published estimates, which relate to financial year 2000-01, show Perth &
Kinross  Council’s expenditure per head of population to be the 8th lowest in Scotland
at £1,281, some £121 or 9% below the Scottish average of £1,402 (Source: CIPFA
Rating Review Estimates  2000-01.) Similarly, the latest published figures show the
Council’s full-time equivalent staffing per 1000 population to be the 2nd lowest in
Scotland  ( Source: Scottish Executive / COSLA Joint Staffing Watch June 2000.)

Reply to Specific Questions in respect of the 2002-03 budget:

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

Perth & Kinross Council’s 2002-03 Revenue Budget is provisionally set at
£181,376,000, an increase of £11,980,000 (7%) over the Council’s Final Revenue
Budget for 2001-02 of £169,396,000 (all figures are stated  net of Specific Grant.)

The estimated increase in funding for 2002-03 assumes £8,408,000 of additional
grant support and £3,572,000 of additional Council Tax income from increases in
Council Tax and  projected  growth in the Council’s tax base (allowing for 4% non-
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collection.) No contribution from revenue balances has been assumed in setting the
budget.

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

The Council’s 2002-03 Revenue Budget includes a provision of £5,405,000 for Pay
inflation. This comprises £1,959,000  for the cost of  the agreed Pay Award for staff
other than Teachers  (representing 3.7% on the pay bill); £827,000 for increases in
Employer’s Pension contributions as advised by the actuaries to the Tayside
Pension Fund; a provision of £457,000 for non-Teaching salary increments and a
provision of £2,162,000 for the agreed 2002-03 Teachers Pay award and Teachers
salary increments.

Increases in Pay costs are the only inflationary pressure recognised within Perth &
Kinross Council’s 2002-03 Revenue Budget. No provision has been made for
contract inflation (either on in-house contracts with the Council’s DLO & DSOs or with
external parties) nor has any provision been made for general inflation. In view of the
requirement to make budget savings over a number of years, the Council has never
been in a position to provide for general inflation.

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

The only new burdens which are currently provided for within the Council’s 2002-03
provisional Revenue Budget are those specifically recognised within the local
government settlement i.e. those based upon Scottish Executive decisions. An
attempt has been made to identify and estimate Perth & Kinross Council’s share of
the additional funding for new burdens included within the 2002-03 settlement based
upon the analysis of the settlement provided to COSLA by the Scottish  Executive  in
early January 2001. The provision for each new burden included within the Council’s
provisional budget corresponds to the estimate of  funding available  for that burden
in the settlement. In respect of the additional resources being made available for the
Police & Fire Services, the Council has based its provisions upon the agreed 3 Year
budgets for Tayside Police & Fire Joint Boards.

In total, £3,412,000 has been included within Perth & Kinross Council’s 2002-03
provisional Revenue Budget for new burdens arising from Scottish  Executive
decisions. Of this £1,220,000 has been provided to meet the cost of implementing
the McCrone recommendations. This is in addition to the £2,162,000 the Council has
provided for in 2002-03 (see above) for  the Teachers Pay Award and teachers
increments. Other major provisions include £615,000 for Concessionary Fares;
£332,000 for Police Services;  £267,000 for Fire Services; £138,000 for Services for
the Home Based Elderly; £101,000 for Services for People with Disabilities; £63,000
for Special Teaching Staff;  £47,000 for Access to the Countryside and £81,000 for
Waste Disposal.

Perth & Kinross  has endeavored to match Scottish  Executive spending priorities
within the resources at its disposal given the information available. It would, however,
be of considerable assistance if the Executive were to publish more details of the
new burdens included within the settlement and the resources provided for meeting
these burdens at the level of individual authorities and at the time when authorities
were finalising their expenditure decisions.
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4. The provision made for new policy developments by service

Perth & Kinross Council has been unable, within the resources available, to make
additional budget provision for Service policy developments in 2002-03. Any policy
developments subsequently approved by the Council will require to be self-financing.

The Council is currently moving towards a more integrated process of aligning 3 Year
Budgeting and Service Planning with resource allocation being informed by the
Corporate and Service Plans.  Whilst this is a developing process, Budget holders
are being encouraged to think  more strategically about resourcing new policy
developments in the context of a 3 Year rather than an annual budget.

To facilitate this process, the Council has recently approved the introduction of a
budget flexibility scheme . With effect from financial year 2001-02, budget holders will
be permitted to carry forward under-spends in order  to fund Service delivery -
including new policy developments -  in future financial years. Similarly, budget over-
spends will require to be met by savings in future years.

5. The provision made for savings within your budget

The Council has prepared indicative 2002-03 and 2003-04 Revenue budgets based
upon the income available from grant funding & Council Tax and reflecting Pay
Inflation and the Council’s analysis of the new burdens resourced within the local
government settlement.  These indicative budgets are being used to form a context
for the 3 Year Service Plans 2001-2004 currently being considered by the Council.
In the autumn, this process will move forward to  consideration of the savings
required to resource those expenditure pressures not currently recognised within the
indicative budget for 2002-03.

Examples of the type of  expenditure pressures not currently recognised within the
Council’s 2002-03 provisional budget include: £580,000 of estimated inflationary
costs on School Transport; £890,000 to meet the projected cost of Foster Care &
Residential Care placements;  £480,000 to reflect current expenditure on Teaching
Supply Cover and £440,000 to continue the Council’s Rough Sleepers initiative
following the anticipated withdrawal of government funding from 2002-03. Also un-
funded  are £572,000 of  contract inflation costs on the Council’s refuse collection,
street sweeping, waste management  & grounds maintenance contracts.; an
estimated £590,000 of  additional Property Maintenance costs and  £900,000 of
required investment in information technology.

Despite  identified expenditure needs well in excess of resources, Perth & Kinross
Council continues to receive a  relatively low level of  revenue  grant support. Based
upon the population estimates currently used to calculate GAE (mid-year 1999)  and
the Executive’s published AEF figures for 2002-03 (Source: Finance Circular
13/2000), Perth & Kinross Council’s AEF support for 2002-03 will be £1,076.59 per
Capita, the 7th lowest per Capita figure in Scotland and some £148.06 (12%) below
the Scottish  average. The Council also has very limited scope to make efficiency
savings. Approximately 65% of the Council’s  Service based  expenditure  relates to
staff costs yet Perth & Kinross Council has the 2nd  lowest budgeted staff compliment
per 1000 population in Scotland (Source: Scottish Executive / COSLA Joint Staffing
Watch June 2000.)
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6. The provision made for Council Tax increases in your budget

The 2002-03  provisional Band D Council Tax for  Perth & Kinross has been set at
£936, an increase of £61 (6.97%) over the Council’s 2001-02 Band D Tax figure of
£875. As stated above, this compares with an anticipated  2002-03 Scottish average
tax figure, on the same basis, of £975 (Source: COSLA.)

The 2003-04 provisional Band D Council Tax for Perth & Kinross has been set at
£983, an increase of £47 (5.02%) over the Council’s provisional 2002-03 tax figure.

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

The net cost of the Council’s Campus PFI project in 2002-03 is estimated at
£137,000 based upon the business case.

Council Views on issues raised by the Committee

Adequacy of the Non-Housing Capital allocation

Whilst welcoming the recent increase in resources  announced by the Executive,
Perth & Kinross Council remains deeply concerned over the adequacy of its current
Non-Housing Capital allocation. To illustrate this point, the  Council currently
estimates that only 29% of its projected Capital budget in 2002-03 will be available
for new Capital projects with this figure rising to 33% in 2003-04.   This very limited
flexibility in undertaking new Capital projects reflects the considerable investment
that  the Council is making in improving School provision. Expenditure on Education
& Children’s Services represents 40% of the Council’s Capital budget in 2002-03 and
42% in 2003-04.  Even this level of investment is only addressing problems in
Education infrastructure in two geographic  areas with 91% of the Education  Capital
budget in 2002-03 being committed to new school developments in Auchterarder and
Abernethy.

Given that Perth & Kinross is not a receipts rich authority, the  current level of non-
housing Capital allocation leaves the Council unable to address many of the pressing
needs for Capital investment in its Services. This is most acute in the Council’s
inability in the short-term to address the need for expanded  school provision in the
Kinross area and to fund adequate investment in the maintenance and improvement
of the Council’s roads network.

The balance between Capital and Current Spending

Perth & Kinross Council supports the COSLA view that the current Section 94
Consent regime should be abolished and replaced with a system of prudential rules.
This will allow decisions to be made locally on the appropriate balance between
capital and current spending to reflect local needs and priorities.
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The impact of  the Current Council Tax Benefit Subsidy limitation on decisions

The current Subsidy limitation arrangements did not impact upon the Council’s
budgetary decisions as Perth & Kinross Council’s current and provisional future
levels of Council Tax are below the projected national average tax figure.

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

Perth & Kinross Council shares the Executive’s concern that local  authorities should
be visibly accountable to their electorate. The Council believes that the best way to
strengthen the link between Council expenditure decisions and local accountability is
to increase authorities’ control over their own taxation and expenditure  decisions.

Whilst the abolition of Expenditure Guidelines has gone some way to improving the
situation, the absence of any direct link between Council spending and business
rates would appear anomalous. The Council therefore supports COSLA’s
recommendation that the determination of the Non Domestic Rate poundage be
returned to local authority control. We would strongly contest that the return of Non
Domestic rates income to local control would significantly increase Council’s
accountability to their local  business community and allow Council’s to develop more
meaningful partnerships with business based upon shared priorities and outcomes.
In this regard, the Council would advocate the creation of Business Improvement
Districts, similar to those operating in North America, to promote the development of
services and infrastructure through partnership working between the business
community and local government.

The Council views with concern the increase in the level of direction of expenditure
by the Scottish Executive through the use of specific grants. Councils should be
permitted to utilise their resources in a manner which reflects local needs within the
context of national priorities.

New PPP/ PFI projects at the planning stage and the likely revenue
consequences

Perth & Kinross Council  currently has no new PPP/PFI projects under development.

View on relative costs of PPP/ PFI in comparison with conventional public
funding

The Council are prepared to consider PFI / PPP projects where it can be
demonstrated that they achieve Best Value for the local community. We are
concerned, however, that without Scottish Executive funding through the mechanism
of Level Playing Field Support that it will be extremely difficult to progress PFI
schemes on a VFM basis.
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LOCAL GOVERNMENT COMMITTEE

BRIEFING PAPER

Local Government Finance Inquiry – Proposed External Research

1. Introduction

At the start of the Committee’s consideration of the inquiry into Local Government
Finance it was highlighted that one resource available to the Committee for gathering
information was bidding for funds from the external research budget.

Bids, which can be made to the fund on a twice-yearly basis, are submitted to the
Conveners Liaison Group for consideration.

The deadline for bids for the next round of external research funding is Thursday 24
May 2001.  To enable any external research findings to feed into the Local
Government Finance Inquiry, a submission would have to be made in this round of
funding.

2. Proposed topic for external research

At the outset of the inquiry the Committee agreed a broad terms of reference which
included the need for a revaluation of the Council Tax base and the need for reform
of the taxbase, including changes in the number of tax bands and/or the relationship
between the tax bands.

During the course of the inquiry the Committee has received a number of written
submissions from witnesses calling for an examination of these issues in more detail
as part of the inquiry.  This has included members of the public.

In addition to this it has been a consistent theme from witnesses during oral
evidence sessions throughout the inquiry.1

However, submissions received to date do not provide any detailed investigation of
the impact or scope of any such changes to council tax banding and the relationship
between the bands.  The inquiry would therefore benefit from further research into
this area.

                                           
1 COSLA – Local Government Committee meeting, 27 February 2001
Glasgow City Council, Angus Council and West Lothian Council – Local Government Committee
meeting, 13 March 2001

Agenda item 3

Local Government
Committee

15 May 2001



2

Detailed research on these issues could be conducted to inform the inquiry during
the later part of 2001.

The Committee is invited to consider whether it wishes to develop such an external
proposal for consideration and submit a bid to the external research fund to
commission further research into these issues to assist the progress of the inquiry.

3. Recommendation

It is recommended that the Committee agree that the Convener in discussion with
the Clerk, the Research Specialist and the Adviser bring forward an outline of the
external research proposal for the Committee’s consideration at the next meeting of
the Committee in order to meet the deadline of 24 May 2001.

The Committee is invited to approve this proposal.

Eugene Windsor
Clerk to the Committee
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SP Paper 318 Session 1 (2001)1

Subordinate Legislation Committee

16th Report, 2001 [EXTRACT]

Subordinate Legislation

The Committee reports to the Parliament as follows—

1. The Committee met on 24th April 2001 and determined that the attention of the
Parliament need not be drawn to the instruments listed at Annexe A.  The Committee
draws the attention of the Parliament to the Executive’s responses to questions from
the Committee on the instruments listed at Annexe B.

2. The report is also addressed to the following committees as lead committees
for the instruments specified:

Justice 1 The Justices of the Peace (Tribunal) (Scotland)
Regulations 2001, (Draft)
The Part-Time Sheriffs (Removal Tribunal)
Regulations 2001 (Draft)

Justice 2 SSI 2001/136
Health and Community Care SSI 2001/137

SSI 2001/138
Rural Development SSI 2001/141

SSI 2001/145
Local Government SSI 2001/152
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Subordinate Legislation Committee, 16th Report 2001          ANNEXE A

SP Paper 318 Session 1 (2001)2

Draft Affirmative Instruments

The Justices of the Peace (Tribunal) (Scotland) Regulations 2001, (Draft)

The Part-Time Sheriffs (Removal Tribunal) Regulations 2001, (Draft)

Negative Instruments

Act of Sederunt (Fees of Shorthand Writers in the Sheriff Court)
(Amendment) 2001, (SSI 2001/136)

The NHS 24 (Scotland) Order 2001, (SSI 2001/137)

The National Assistance (Assessment of Resources) Amendment (No.3)
(Scotland) Regulations 2001, (SSI 2001/138)

The Import and Export Restrictions (Foot-and-Mouth Disease) (Scotland)
Amendment (No.3) Regulations 2001, (SSI 2001/141)

The Welfare of Animals (Slaughter or Killing) Amendment (Scotland)
Regulations 2001, (SSI 2001/145)

The Teachers’ Superannuation (Pension Sharing on Divorce) (Scotland)
Regulations 2001, (SSI 2001/152)


