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1. INTRODUCTION 
 
1.1 The Chair of ACPOS Finance Management Business Area and Chief Constable 

Kevin Mathieson of Tayside Police have been invited to attend a meeting of the 
Scottish Parliament Justice Committee to assist the Committee  in their scrutiny of the 
Police budget for 2009/2010. 

 
1.2 This note outlines the current budget for 2009/2010, the pressures facing police 

forces, some of the features of the SR 2007 settlement for Police and how forces are 
tackling these.  It also touches on the extremely positive work being undertaken to 
deliver a programme of ICT enabled business change which has the potential to 
unlock significant efficiency gains and greatly enhance the service to the public and 
how limitations within the current capital allocations are impeding the Service’s ability 
to deliver these business benefits. 

 
 
2. BACKGROUND 
 
2.1 2008/2009 was the first year of the current Spending Review period.  Among the 

features of the SR 2007 settlement for Police were: 
 

• for the first time full provision for Police pension costs were not made within the 
Police settlement 

 
• ring-fencing of capital allocations for Police was removed and forces capital 

allocations were included within the overall capital figures for the constituent 
councils. 

 
2.2 The impact of these significant changes are highlighted within the relevant sections of 

this note covering Police pensions and Capital. 
 
2.3 The Police settlement for 2008/2009 was £1,111.1 million which was an increase of 

£33.7 million on the previous year.  Of this sum £29.1 million represented a 2.7% 
uplift on the previous year’s settlement and £4.6 million was provided for the final 
stage of levelling up funding to facilitate the introduction of the new funding 
distribution formula for Police. 

 
2.4 The Police settlement for 2009/2010 is £1,145.5 million which is an increase of £34.4 

million over 2008/2009.  This includes an uplift of £30 million (2.7%) on the previous 
year’s settlement and £4.4 million to meet the cost of other burdens. 

 
2.5 ACPOS have previously reported on the budget pressures facing forces.  These 

include absorbing the cost of ill health retirals and the impact of legislative demands 
including Management of Police Information, Management of Sex and Violent 
Offenders under Multi Agency Public Protection Arrangements (MAPPA), Vulnerable 
Witnesses and the impact of the Licensing (Scotland) Act 2005. 

 
2.6 In addition to these previously identified burdens, forces in common with other public 

sector bodies, are already experiencing higher than ever fuel costs in running their 
fleets and facing the prospect of substantial increases in energy costs as the current 
2-3 year energy consortium purchasing arrangements fall for renewal. 
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2.7 ACPOS recognises the 2007 Spending Review settlement was set against a 
backdrop of greater stringency on public finances and acknowledges that forces are 
not alone in facing these substantial cost pressures.  Nonetheless, absorbing such 
unprecedented above inflation increases in fuel and utility costs within such a tight 
budget settlement while maintaining service delivery, is likely to prove extremely 
challenging. 

 
2.8 Forces have already put in place measures to ensure best use is made of the funding 

allocated to them as they strive to provide a quality Police Service within the current 
financial climate.  These include adopting robust financial management techniques 
and putting in place sound corporate governance arrangements. 

 
2.9 ACPOS will shortly publish its sixth service wide Annual Report on Best Value in 

2007/2008.  This report demonstrates the commitment of the Service to attaining best 
value and continuous improvement.  The report also contains details of progress 
towards achieving the Government’s efficiency targets. 

 
 
3. POLICE PENSIONS 
 
3.1 As previously stated 2008/2009 was the first year that full provision for Police 

pensions was not made within the Police settlement. 
 
3.2 The identified funding shortfall for Police pensions in 2008/2009 was £17 million.  

Given the level of settlement allocated to local government and the cost pressures 
facing all councils it proved difficult to identify this amount within the wider local 
authority settlement.  Police Boards and Local Authorities managed between them to 
plug this funding gap however this was achieved through various funding models 
including the use of reserves to meet this unavoidable pressure.  It was emphasised 
by all parties that it would not be possible replicate these solutions in years 2 and 3 of 
the settlement, particularly as the size of the gap increases in later years.  
 

3.3 ACPOS was disappointed to note that Scotland had not followed suit in introducing 
new provisions to centralise Police pensions as they have in England and Wales.  
The present ‘pay as you go’ arrangements lead to volatility in budgets due to the 
disproportionate element taken up by pension costs. This, coupled with the increasing 
percentage of Police budgets required to meet these pension costs, distorts the 
funding figures for forces individually and the Service as a whole making it difficult to 
set out clearly the “real” costs of policing in a rapidly changing environment.  Removal 
of Police pension costs from operational budgets would put Police on a par with other 
services.  It would also enable meaningful judgements to be made on performance 
against costs of operational policing and the cost of deploying Police officers in 
certain roles compared to Police staff.  In addition, centralisation of Police pensions 
offers opportunities to yield significant economies of scale in administration and risk 
management.  ACPOS is of the view that moving to centralised arrangements for 
Police pensions at the start of this spending review and in advance of the significant 
additional cost burden experienced over 2008/2009 to 2010/2011 provided an 
opportunity to mitigate the impact on local government and also reduce the degree of 
uncertainty in financial management and recruitment planning experienced over the 
last 18 months. 
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3.4 Following refinement of the Police pension figures and clarification on the inflation 

element for pensions provided in the settlement, it has been established that the 
Police pensions funding shortfall figures for 2009/2010 and 2010/2011 are £40 
million and £18 million respectively.  The reductions in the pensions funding shortfall 
figures follow confirmation that the 2007/2008 baseline pensions figure has been 
uplifted by 2.7% per annum in the SR 2007 settlement.  This only serves to move 
£10 million of the funding shortfall in 2009/2010 and £15 million in 2010/2011 from 
pensions to a funding pressure within the core Police budget in these years. 

 
3.5 ACPOS has pressed for an early resolution to the Police pensions funding shortfall 

problem for 2009/2010 to assist forces in budget planning and Police recruitment 
decisions for both the current year and next.  Local Authorities also require a degree 
of certainty regarding funding for Police pensions as they prepare their budgets for 
next year.  The Scottish Government, ACPOS, COSLA and the Police Conveners’ 
Forum have been actively engaged over the last few months in trying to resolve this 
issue.  All parties are committed to trying to find a solution which will maintain 
operational capacity, Police numbers and funding of pensions adequately.  It is 
encouraging to note this includes a more detailed examination of the benefits of 
centralising Police pensions. 

 
3.6 Members of the Committee will be aware that the Home Secretary announced in May 

2008 the introduction of new pension commutation factors for Police and Fire officers 
to be backdated to October 2007.  The cost to Police of introducing these new 
commutation factors is £23.4 million in 2008/2009 (including back payments to 1 
October 2007), £17.7 million in 2009/2010 and £9.7 million in 2010/2011.  The 
Cabinet Secretary for Justice announced in September that additional funding would 
be provided to meet this burden.  ACPOS welcomes this announcement and in 
particular the fact that no element of this will have to be met from the operational 
budget. 

 
 
4. ADDITIONAL OFFICERS 
 
4.1 The SR 2007 budget made provision of £54 million to recruit 500 new Police

 officers.  This was subsequently increased by a further £40 million over the spending 
review period to enable 1,000 additional Police Officers in total to be recruited.   
ACPOS welcomes the clarity reached regarding funding for the 1,000 additional 
Police officers and the government’s commitment to enhancing Police numbers. 

 
4.2 150 of these officers were to be recruited in 2007/2008 with a further 450 in 

2008/2009 and 200 per annum in 2009/2010 and 2010/2011.  Forces are now 
addressing the challenge of recruiting this substantial increase in numbers at a time 
when the number of officers retiring from the Service is also increasing.  Maintaining 
a high level of quality and potential in new recruits remains critical to the well being of 
the Service.  Recruiting the necessary numbers while maintaining these high 
standards will prove challenging over the next few years. 
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5. CAPITAL 
 
5.1 ACPOS have previously presented proposals to consolidate Police capital grant 

within the overall resources available to fund Police revenue and capital expenditure.  
These proposals recognised the pressures facing forces’ limited capital budgets, the 
current tight financial climate and built on the abolition of controls for borrowing to 
fund capital expenditure under Section 94 of the Local Government (Scotland) Act 
1973 and the introduction in 2004 of the CIPFA Prudential Code for Capital Finance 
in Local Authorities. 

 
5.2 As previously stated, ring-fencing of Police capital was removed in the SR 2007 

settlement.  Prior to 2008/2009, Police capital grants were in the region of £31 million.  
From that sum, £5 million was top-sliced to help fund the national programme of 
business change leaving £26 million to fund replacement vehicles, local ICT projects, 
property projects and other equipment. 

 
5.3 The proposals outlined in paragraph 5.1 of this note recognised that this sum was 

wholly inadequate to meet current replacement programmes let alone fund the 
emerging business change programme or tackle problems associated with outdated 
custody facilities and an ageing estate. 

 
5.4 The latter issues relating to estate matters was referred to in the SR 2007 budget 

report prepared by the Scottish Government.  In 2008/2009 most local authorities 
simply passed on forces’ previous share of the capital grant allocation prior to SR 
2007.  It is not clear at this time how the new capital arrangements will work and 
whether these will prove to be an enabler or a barrier to achieving the government’s 
objective of providing additional capital resources to tackle the difficulties associated 
with the ageing Police estate including the critical area of outdated custody facilities. 

 
5.5 The other significant challenge facing forces in relation to capital is how to fund the 

emerging business change programme within a timescale which meets the 
aspirations of the forces, Scottish Government and the public. 

 
5.6 The programme consists of a number of ICT enabled projects including installing a 

national IT infrastructure, progressing towards a common Command & Control 
application, and developing common Performance Management Platform, Mobile 
Data and Management Information Systems. 

 
5.7 The business change programme represents an ambitious but extremely important 

piece of work.  It demonstrates the willingness and ability of forces to collaborate on 
key projects to ensure service delivery is enhanced and value for money is delivered 
to the benefit of the public purse.  A number of these projects will deliver considerable 
business benefits and efficiency savings. 

 
5.8 The ability of the service to realise these business benefits and efficiency savings will 

be constrained by the amount of money it has available to invest in the programme.  
If investment is limited to the £5 million top-slice per annum from capital allocations 
the programme will take a long time to deliver and the benefits accruing from it will be 
significantly diluted.  The injection of some pump prime funding would assist in the 
push to improve operational policing by driving out inefficiency, needless bureaucracy 
and freeing up officer time for redeployment to operational duties. 
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6. THE SCOTTISH POLICE SERVICES AUTHORITY 
 
6.1 The Scottish Police Services Authority (SPSA) came into effect on 1 April 2007 and 

took responsibility for the previous Common Police Services and the Scottish 
Forensic Service.  From 1 April 2008, responsibility for ICT also transferred to the 
SPSA. 

 
6.2 It is too early to gauge how beneficial the new arrangements have been to the 

Scottish Police Service and whether they have delivered in terms of best value. 
 
6.3 It will be important to ensure an independent review of these arrangements is carried 

out to demonstrate whether operational and financial benefits have actually accrued 
from this significant change in service delivery. 

 
 
7. PROGRESS MADE IN RELATION TO EFFICIENT GOVERNMENT 
 
7.1 ACPOS recognises its corporate responsibility to demonstrate the Police Service in 

Scotland is provided in an efficient and cost effective manner.  The Association will 
shortly publish its sixth service wide Annual Report on Best Value.  This report will 
focus on efficiencies achieved in 2007/2008, where these have been made and 
progress against the government’s efficiency targets. 

 
7.2 During 2007/2008 which was the third year of the government’s efficiency 

programme, the Scottish Police Service realised over £65 million in efficiency savings 
against an overall target of £58 million.  Cashable gains realised in 2007/2008 were 
nearly £14 million against a target of £8 million while non-cashable grains were over 
£51 million against a target of £50 million. 

 
7.3 The Best Value Annual Report will provide a significant level of detail regarding these 

cash and non-cash efficiency savings and will include a number of case studies. 
 
7.4 Among the features within cash efficiencies are savings of £1.9 million in managing 

absence, £2.2 million generated through better procurement, £3.9 million of 
management improvements and £2.4 million contributed from joint working 
arrangements. 

 
7.5 Within non-cash efficiencies the highlights are £9.3 million from outsourcing prisoner 

escort, £10.6 million through joint working arrangements, £7.3 million in management 
improvements and £6.5 million from civilianisation. 

 
7.6 New efficiency arrangements were put in place for the current spending review 

period.  The emphasis has switched to achievements of cash efficiency savings 
within an overall Local Government target of 2% cash efficiency savings per annum.  
Achievement of this level of cash efficiencies will be extremely challenging given the 
high proportion of Police budget accounted for by Police pays and Police pensions.  
The ability of the Service to achieve this level of efficiencies will also be blunted by 
the impact of the considerable level of savings already achieved over the previous 3 
year spending review period. 
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7.7 ACPOS nonetheless remains committed to demonstrating its commitment to best 
value and delivering an efficient and cost effective service to the public.  The tight 
financial settlement which emerged from SR 2007 and the new burdens facing the 
Service means that cash efficiency savings will in any event be required to operate 
within the Police budgets allocated. 

 
 
8. CURRENT CHALLENGES 
 
8.1 Over the past five years a number of significant events have taken place.  Some of 

these are pre-planned such as the G8 World Leaders’ Summit and the recent fuel 
strikes.  Others, such as terrorist incidents are spontaneous and require reactive 
policing sometimes on a large scale.  It is important Police forces are provided with 
sufficient funding to respond to such incidents when they occur.  This includes 
operational resources, support services and access to reserve funding. 

 
8.2 Much is being done at a force level to ensure Police officers are deployed effectively 

and freed up from non-Police duties.  It would be helpful if the Independent Review of 
Policing could also examine other circumstances which cause Police officers to be 
removed from the front line such as: 

 
• Police Officer time at court; 
 
• Police carrying out functions which could and should more properly be done 

by other agencies; 
 

• Increased bureaucracy to meet legislative demands 
 
8.3 The legislative burdens impacting on the Service are outlined in paragraph 2.5 while 

the financial challenges relating to pensions, recruitment and funding the necessary 
investment in the Police estate and business change programme are also highlighted 
in this note. 

 
 
9. SUMMARY 
 
9.1 ACPOS is committed to working with the Scottish Government to assist it in meeting 

its 5 key objectives and recognises this work will need to be undertaken within a very 
tight financial climate. 

 
9.2 The Scottish Government, ACPOS, COSLA and the Police Conveners’ Forum have 

been actively engaged over the last few months in trying to resolve the Police 
pensions funding issue and all parties are committed to trying to find a solution which 
will maintain operational capacity, Police numbers and funding of pensions 
adequately. 

 
9.3 The decision by the Scottish Government to fund the costs associated with the new 

pensions commutation factors is welcomed. 
 
9.4 ACPOS welcomes the clarity reached regarding funding for the 1,000 additional 

officers and forces are actively engaged in recruiting these officers while at the same 
time seeking to maintain the current high standard of recruits. 
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9.5 It is not clear at this time how the new capital arrangements will work and whether 
they will assist or hinder progress towards tackling the difficulties associated with the 
ageing Police estate and investment in the emerging business change programme. 

 
9.6 It is too early to gauge how effective the SPSA has been in delivering operational and 

financial benefits to the Scottish Police Service. 
 
9.7 ACPOS continues to demonstrate its commitment to best value and forces have 

contributed significantly to the government’s efficiency targets.  The new efficiency 
targets of 2% cashable savings will be extremely challenging to achieve. 

 
9.8 The Service faces a number of operational and financial challenges over the 

spending review period.  It is important that forces are provided with sufficient funding 
including access to reserve funding if they are to meet these challenges. 

 
 
 
 
 
 
 
 
 
 
 
ACPOS 
26 September 2008 
 
 


