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1. Statutory Performance Indicators: The Committee will take evidence from
Audit Scotland

2. Stage 2 of the Budget Process 2001/02: The Committee will take evidence
from—

Scottish Executive

Professor Arthur Midwinter

3. Subordinate Legislation: The Committee will consider the following affirmative
instrument—

The Train Operating Companies (Rateable Values) (Scotland) (No. 2) Order
2000 SSI 2000/draft

4. Stage 2 of the Budget Process 2001/02: The Committee will take evidence
from Mr Jack McConnell, Minister for Finance

Eugene Windsor
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85217

e mail: eugene.windsor@scottish.parliament.uk
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Spending Review 2000—

Memorandum by Professor Arthur Midwinter

COSLA paper

Agenda Item 3
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The Train Operating Companies (Rateable Values) (Scotland) (No. 2) Order 2000
SSI 2000/draft

Subordinate Legislation 34th Report SL/00/R/34
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The Revised Spending Plans for Local Government:
Memorandum by Professor Arthur Midwinter

1. When I met the Committee on 25 April, I expressed a number of concerns, (which

I also made to the Executive in a written submission to the consultation process)

over the restraint of central grant on council tax;  the adverse impact on services

caused by the efficiency assumptions over pay;  the imbalance in the treatment of

local government compared with the Executive’s spending plans for its own

departments;  and the structural problems in the local government finance system.

2. The revised plans for local government suggest that the Executive has begun to

address these concerns.   Whereas in April, it was clear that local government

grant had been falling in real terms, the trajectory is now for real growth of 11.7%

over the plan period.

3. Secondly, the Minister has also indicated that there will be a clearly identifiable

element for inflationary pressures, rather than earmarking all the funds for growth

in specific services.

4. Thirdly, the Executive’s provision for growth in local government spending is

now broadly in line with central government, with a planned increase of 20.3%

compared with 21.8%.   However, as there is significant provision for the teachers

pay settlement (McCrone) the resources available for service development will

still be less than for the Scottish programme as a whole.
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5. Finally, the figures reported in Making a Difference should ease the recent

pressure on council tax levels, although no projections are made in the document.

Since reorganisation, a fundamental shift in financing from grant support to

council tax has taken place, with major increases in council tax as a result.  The

UK figures in Prudent for a Purpose infer a growth of 14.4% over the planning

period.   In Scotland, the increased yield from non-domestic rates will help, but

the Executive remains committed to maintaining NDR in real terms, which will

put additional pressure on council tax.

6. Thus, although the plans suggest that local taxation will rise by less than the

planned increase in expenditure, the Committee may wish to discuss the

Executive’s underlying assumptions for the council tax consequences of these

changes when the Finance Minister next appears before it.

7. Overall, however, it is fair to say that there has been significant progress in

addressing the underfunding of local government since we met in April.   The

Committee’s concerns over local government finance, as expressed in the Finance

Committee report of July, have been responded to.   The consultation process is

clearly having an effect.

8. I would make two caveats to that judgement.   Firstly, Making a Difference

presents these figures as permitting service development.   To quote:

 “The increases will provide for improvements across a wider
range of local services…..”  and will

“boost spending on areas such as parks, libraries and street
cleaning ……”
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9. The difficulty for the analyst is that this seems to contradict the Executive’s

objective of promoting convergence between GAE and budgets through the

guideline system.   Authorities are already spending 7.4% more on services than

the spending provision for GAE, spending 30% more on libraries, 31% more on

leisure and recreation and 45% more on cleansing, according to this years Rating

Review.

10. In addition, the GAE figures remain hopelessly unrealistic for those authorities

adversely affected by the mismatch between their inherited budgets and GAE at

reorganisation.   Despite making significant savings since then, authorities such as

Dundee and Glasgow remain well in excess of GAE, and could only ‘converge’

on GAE by further major savings.   It would be helpful, therefore, if the

Committee would ask the Minister to clarify his position.   Are authorities free to

make real increases in spending even though they are already in excess of GAE?

(See Table 1)

11. If so, then this strengthens the case for moving from the present client group

assessments to a simpler formula which starts from existing budget provision and

makes incremental adjustments on a population basis, as does Barnett.   This

would bring stability to the system, and tackle both the inherited mismatch

problem, and the emerging islands problem following this year’s review of the

Special Islands Needs Allowance (SINA).
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12. My second caveat relates to efficiency assumptions, which remain inexplicit,

although the document refers to the need to ‘encourage local authorities to

continue to deliver the efficiency improvements necessary to deliver better

services’.   In my view, efficiency assumptions should not be built into financial

plans.   (I described these as ‘fairy gold’ in my memorandum to the Committee in

April).   This would simply reverse the progress made in making provision for

inflationary pressures.   Rather, the Executive should promote efficiency gains

through the audit process, by requiring authorities to identify real gains, but leave

them free to decide for themselves whether to utilise real savings for service

development or council tax reductions, thus enhancing local political choice and

accountability for their stewardship of the public finances.

13. Those two concerns are related.   The existing GAE system is increasingly

problematic, and authorities invest scarce resources trying to maximise their share

of grant, rather than their efficiency.   The problems of GAE could be ‘papered

over’ when authorities raised more of their own finances, but now are too

dependent on grant for real fiscal health.   Hopefully, these structural problems

over needs and efficiency can be tackled in the current review.

14. I hope these points are helpful to the Committee.   I welcome the constructive

dialogue which the Executive is encouraging, and the enhanced scrutiny of local

government finance which devolution has delivered.   Central-local financial

relations needed rescuing from the debilitating conflicts of recent years.

25.10.2000
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Table 1: The Mismatch Problem

     Mismatch 95-6                  Current Excess 2000-1

Dundee City 12.21% 12.29%
Glasgow City 10.89 12.09
Midlothian   8.88 10.06
Inverclyde   7.54   8.81
Argyll and Bute   7.52   9.41
W Dunbartonshire   6.72 12.38
Clackmannan   6.55   9.16
Aberdeen   6.49   6.83
West Lothian   5.83   5.79
Edinburgh City   3.88   6.82
Fife   3.04   5.37
East Lothian   2.15   5.73
Renfrewshire   1.98   7.01
Stirling   1.37   8.13
Moray   1.12   3.38
South Ayrshire   0.70   2.87
Dumfries   0.56   5.52
North Lanarkshire   0.38   5.54
Falkirk   0.29   3.03
Highland   0.28   4.90
E Ayrshire   0.03   4.65
Scottish Borders  -0.64   3.90
Perth and Kinross  -1.47   4.39
South Lanarkshire  -1.91   4.17
North Ayrshire  -2.44   3.05
East Dunbartonshire  -2.84   3.62
Angus  -4.21   1.43
Aberdeenshire  -6.54   2.37
East Renfrew  -6.93   3.04

  1.56   6.78

(Source: Rating Review)
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SPENDING REVIEW 2000

Purpose of Report

To provide an initial commentary on the Scottish Executive’s Spending Review
announcement of 20 September.

Recommendations

Members comments on the announcement are invited.

Spending Review Announcements

Over the past few months COSLA has met on a number of occasions with the Scottish
Executive to discuss central government’s spending plans and the pressures and resource
requirements of local government. During discussions with the Executive the points made in
COSLA’s submission to the Spending Review on both resource requirements and changes
needed to the local government finance system have been reinforced.  These meetings have
taken place both formally and informally and at political and officer levels.

On 20 September the Minister for Finance announced the Executive’s plans for allocation of
Assigned Budget resources and it is clear from the announcements that the Executive has
had regard to the representations made by COSLA.

Attached as Annex A  is an analysis of the Scottish Executive’s plans for the Spending
Review period.  Also attached as Annex B is the local government section of the Executive’s
spending plans document “Making a Difference for Scotland”.

The Executive’s spending plans for the next  three years include the following support for
local government:

2000-01       2001-02        2002-03      2003-04

 £m                  £m                 £m              £m

Real Terms
Increase Over

3 Years

Total Support for LG (£m)
Year on Year % increase

Revenue Support (£m)
Year on Year % increase

Capital (£m)
Year on Year % Increase

6,081            6,509            6,868           7,236
                    +7.0%           +5.5%          +5.4%

5,714            6,039            6,361           6,617
                     +5.7%          +5.3%          +4.0%

   367               470               507              619
                   +28.1%          +7.8%         +22.1%

+10.5%

+7.5%

+56.5%

(Figures include provision for Strathclyde Passenger Transport Authority but exclude a
transfer of resources from DSS in respect of Community Care)



The following comments may assist in the interpretation of the figures:-

•  The announcements on 20 September were of high level aggregate totals for local
government and as such much of the detail is still to be clarified. Over the next few weeks
it is likely that individual Ministers will make announcements on specific service aspects to
supplement the main announcement.  It is still expected that firm figures for individual
councils for the next three years will be announced in early December.

•  Announcements in previous years have quoted both spend (GSE/GAE) and grant (AEF)
figures for local government. This in many respects added to confusion in the
interpretation of the figures.  The Minister’s announcement on 20 September in revenue
terms focused on grant levels and did not quote spend figures.  This approach, as well as
assisting in interpreting the figures, has been applied as it reflects the government’s basis
of accounting.  From a local government perspective, whilst it could be argued that the
difference between government provision and local authority actual spend is not now so
explicit, from a more positive aspect this change to the approach in announcements
perhaps provides the opportunity to consider further the abolition of the government’s
control of individual council’s spend through spending guidelines.  The announcements,
therefore, need to be considered as a part of a package which should include further
consideration of the movement from an input to an output and outcome based approach.

•  In overall terms, total support for local government excluding a transfer from the DSS for
Community Care shows an increase of 19.0% in cash terms or 10.5% in real terms over
the current year’s level.  The increase is particularly significant in respect of capital where
consents are set to increase by 57% in real terms by the end of the Spending Review
period.

•  The increase in consent levels is welcomed, but it needs to be recognised that this will
result in a strain on revenue spending through increased loan charges.  Whilst legislation
is currently a restricting factor, wherever possible, the Executive should be encouraged to
support capital by the payment of grants rather than issuing consents.  Of particular
significance in the announcement, however, is the fact that the substantial increase in
capital resources provides a sound base and real incentive to further develop
consideration of the abolition of Section 94 consents.  This would significantly assist local
government in taking forward investment decisions on a best value basis.

•  In the lead up to the Spending Review announcement, COSLA pursued a public
awareness campaign which, as well as flagging up the overall resource requirements of
local government, emphasised the needs of service areas which have the largest
spending implications over the next three years and the ones with which the public can
directly relate.  It is understood that in its calculations the Executive reflected the key
areas of resource needs highlighted as a part of that campaign of schools and roads
investment and maintenance and care of the elderly.

•  COSLA has consistently challenged the government’s policy on the funding of inflationary
pressures.  The Executive’s change in policy by specifically reflecting inflationary
pressures in its calculations is to be welcomed and in particular will assist in taking
forward future years’ pay negotiations.

•  It is understood that, whilst the Executive has made an element of provision in the local
government line for the costs of the McCrone recommendations, pending the outcome of
negotiations further provision has been retained elsewhere within the Assigned Budget.  If



the negotiations on McCrone are successful, then it is understood that additional resource
provision may be added to the main local government settlement.  COSLA has
consistently indicated that the full costs of McCrone need to be funded by the government
and this position will be reinforced during negotiations.

In addition to the Spending Review announcements, the main report to the Leaders’ meeting
refers to a number of developments being taken forward within the Strategic Issues Joint
Working Group. Both the basis of the Spending Review and the level of resources
announced, provide a firm foundation for taking forward further consideration of modernising
the local government finance system.

Norie Williamson
Head of Finance
26 September 2000
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Subordinate Legislation Committee

34th Report, 2000 [EXTRACT]

Subordinate Legislation

1. The Subordinate Legislation Committee met on 26th September 2000.

2. The Committee has 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 instruments listed at Annexe B.

3. The report is addressed to the Parliament and the following committees as the
lead committees for the instruments specified:

Local Government SSI 2000/draft
Health and Community Care SSI 2000/309



Subordinate Legislation Committee, 34th Report 2000 ANNEXE A
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Draft Affirmative Instruments

The Train Operating Companies (Rateable Values) (Scotland) (No.2)
Order 2000, (SSI 2000/draft)

Instruments not laid before the Parliament and not subject to
Parliamentary Control

Act of Adjournal (Criminal Procedure Rules Amendment No.2) (Human
Rights Act 1998) 2000, (SSI 2000/315)

Act of Sederunt (Rules of the Court of Session Amendment No.6)
(Human Rights Act 1998) 2000, (SSI 2000,316)

Act of Sederunt (Rules of the Court of Session Amendment No.5) (Public
Interest Intervention in Judicial Review) 2000, (SSI 2000/317)

The Pollution Prevention and Control Act 1999 (Commencement No.2)
(Scotland) Order 2000, (SSI 2000/322)
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LOCAL GOVERNMENT COMMITTEE

MINUTES

27th Meeting, 2000

Tuesday 3 October 2000

Present:

Colin Campbell Kenneth Gibson
Trish Godman (Convener) Donald Gorrie
Keith Harding Dr Sylvia Jackson
Michael McMahon Bristow Muldoon
Gil Paterson Jamie Stone

Apologies were received from Johann Lamont.

The meeting opened at 2.02 pm.

1. Items in private: The Committee agreed to hold item 6 in private.

2. Leadership Advisory Panel: The Committee took evidence from the Chair of
the Leadership Advisory Panel, Alastair MacNish.

3. Subordinate Legislation: The Committee considered the following negative
instrument and agreed that it had no recommendation to make—

The Council Tax (Administration and Enforcement) (Scotland) Amendment
(No. 2) Regulations 2000 (SSI 2000/261)

4. Petition PE 56: Ian Cantwell: The Committee considered paper LG/00/27/1 by
the Clerk.

It was agreed that the Convener would write to the Minister for Finance asking
whether the Executive has plans to publicise the powers of the Commissioner for
Local Administration in relation to the handling of complaints about the conduct of
Assessors.



5. Budget process at Stage 2: The Committee considered paper LG/00/27/2 by
the Clerk on proposals for taking evidence at Stage 2 of the Budget process.

It was agreed that the Committee would take oral evidence from Professor Arthur
Midwinter, the Minister for Finance and Scottish Executive officials. It was also
agreed that the Committee would take written evidence from COSLA.

6. Inquiry into local government finance (in private): The Committee agreed
detailed terms of reference and witnesses.

The meeting closed at 3.20 pm.

Eugene Windsor
Clerk to the Committee




