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1. Impact of Recession on public sector budgets in Scotland 
 
1.1 The action being taken to support the economy, the increase in benefit 

payments combined with a sharp fall in tax revenues has seen the Public 
Sector net borrowing requirement rise to £175bn in 2009/10 or 12% of 
GDP.    The ability of the government to deal with further economic 
downturn is, therefore, constrained and the Chancellor announced in the 
budget that further savings of £4billion will be expected from the public 
sector by 2013-14, on top of the £5billion already announced for 2010-11. 

 
1.2 In Scotland the Cabinet Minister for Finance and Sustainable Growth has 

indicated that the public sector should assume a cash standstill in 2010 to 
2013.  This would be at a minimum, a shortfall to Glasgow of £68M in 
2010/11.  Of this £38M relates to Government Grant, the remaining £30M is 
the efficiencies required to fund pressures including pay awards.   Over the 
period this equates to £272M.  Alternatively, a cash standstill for Scotland 
fed through the current Grant Distribution System could equal a cut in grant 
of up to 2.5%.  The latter would equate in Glasgow to a reduction in funding 
of £99M in 2010/11.  As an illustration of the severity of the possible 
scenarios that would face the Council, £99M is the cost of employing 
roughly 4000 people in the Council or the total net cost of providing services 
relating to Roads, Cleansing, Crematoria and Parks. 

 
1.3 The growing Public Sector borrowing figures has led to scenario 

discussions in England where the debate has moved on from a wage freeze 
to the potential for radical change to the provision of public services.  
Proposals being considered include requiring families to shoulder greater 
responsibility for caring for elderly relatives, a future of closed leisure 
centres and parks, the requirement for people to pay for health care 
resulting from lifestyle choices such as alcohol or drug abuse.  In Scotland 
the debate within COSLA is focussing on the allocation of the £500M 
savings across the public sector in 2010/11. It is not suggested that the 
proposals being discussed in England are supported but in the face of the 
forthcoming public sector expenditure forecasts the debate in Scotland will 
require to be extended. 

 
2. Local Context – Glasgow. 
 
2.1 In looking at how Glasgow City Council is placed to deal with the recession 

it is useful to consider our response prior to the recession on the growing 
requirement to deliver efficiency savings through Service Reform.   

 
2.2 Since October 2005 the requirement to meet both the cost of equal pay 

compensation of £60M and a future pay and grading structure of around 

 



 

£70M meant that Glasgow City Council looked to Service Reform as a way 
of meeting its financial  liabilities.  It had also been clearly signposted by UK 
Treasury that Public Sector spend was expected to plateau and in some 
areas reduce and the Gershon Reviews in England and the efficiency drive 
in Scotland underpinned this.  In essence the Council recognised that it had 
an increasing employee costs budget which would not be met by increases 
in Government Grant.  This can be compared to the Health Service where 
their equal pay challenge was covered by the resources put into the 
'Agenda for Change' which cost several hundred millions. 

 
2.3 A key element of Glasgow’s Service Reform agenda was the introduction of 

Arms Length External Organisations (ALEOs) through new Service Delivery 
Models.  This saw the setting up of City Building (Glasgow) LLP, Culture & 
Sport Glasgow Ltd, City Parking (Glasgow) LLP and ACCESS LLP, the 
latter being a joint venture to deliver the Council’s ICT and Property 
services.  These organisations delivered recurring revenue savings of 
almost £23M and capital receipts of £40M. 

2.4 By taking this approach the Council could meet its increasing costs whilst 
mitigating the impact on its key priorities of Education and Social Work.  It 
has also been able to invest in new services to support education, skills and 
training such as the Commonwealth Apprentices Initiative, a Skills 
Academy, Learning Centres as well as environmental improvements 
through Clean Glasgow and Recycling initiatives. 

 
2.5 These service improvements have also been delivered against a backdrop 

where Glasgow’s percentage increase of the local government settlement is 
consistently below the average.  In 2009-10, if Glasgow had got the 
average percentage increase our settlement would have been £10m higher 
and if we had got the highest percentage increase then we would have got 
an extra £44m.  To balance its budget in 2009-10 Glasgow had to find 
savings of £25M. 

 
2.6 The impact on the Council of the recession was evident last year when the 

combination of inflation and a fall in asset sales and income threatened to 
eradicate our reserves.  The Council responded with a tightening of control 
over expenditure which has seen the potential overspend reduce from 
£15.5M to £1.9M.  These controls remain in place however, going forward; 
the Council may require to reaffirm its priorities in light of the forthcoming 
Public Sector expenditure projections.   

 
3. Recession - Action to Date 
 
3.1 The Council has responded quickly and positively to show that we are a 

City open for business and are clear in our role in supporting the local 
economy.  Our response involves: 

 
 More flexibility in the Council’s land disposal policy to make it easier for 

projects to get off the ground. 
 

 



 

 Deferring requests for the payments companies have to make to 
develop sites. 

 
 More flexibility in the way the Council allocates grants for social housing. 

 
 Extension of a Business Investment Fund which offers flexible loans to 

small and medium-sized businesses. 
 

 Introduced the Commonwealth Apprenticeship Initiative which will 
guarantee an apprenticeship for every 2009 school leaver who qualifies 
and who wants one. 

 
 The £1billion infrastructure investment across the City including the Pre-

12 Strategy, the Riverside Museum, M74, East End Regeneration Route 
and facilities for Commonwealth Games. 

 
 Setting up of City Property (Glasgow) LLP to take forward Office 

Rationalisation Programme and to deliver capital receipts. 
 

 Set up an Economic Advisory Board comprising Willie Haughey, Sir 
Tom Hunter, Akmal Khushi, Jim McColl and Dr. Lesley Sawyers. 

 
3.2 In supporting the citizens at this time, action to improve service delivery 

within Money Advice and Benefits is in place.  In addition, potential rapid 
response of payment of local creditors and special support arrangements 
for first time benefit claimants are being progressed.  The Council has also 
introduced a “Living Wage” of £7 per hour and is encouraging its arms 
length organisations and contractors to do the same.   

 
4.  Recession - Key Indicators 
 
4.1 The Council is tracking the impact of recession in the City through a range 

of key economic and social indicators.  Recent key figures for Glasgow 
show: 

 
 Money Advice Services - 14% rise in the number of people seeking 

advice with an increase in queries from private sector owners and 
tenants.  Of these a significant number are seeking mortgage arrears 
advice, e.g. in 2007 the total negotiated debt for mortgage arrears was 
£45,910, this has now increased to over £700,000 at the end of 2008.  
The number of clients citing reduced income as a reason for debt has 
doubled. 

 
 Homelessness - 40 people per day in Glasgow are presenting 

themselves as homeless. 
 

 Council Tax and Housing Benefit Caseload - this has increased since 
January by 1,000.  Job Centre unfilled vacancies has reduced by 50%. 

 

 



 

5. How the Scottish Government’s Budget be best used to combat 
effects of recession 

 
5.1 Scottish Government, in time of recession, should concentrate on 

Education, Skills and Training and Supporting the Economy.  Investment 
should be concentrated in areas of the public sector that benefit other 
sectors, e.g. 

 
 Addiction Treatment – academic studies estimate that for every £1 

spend on treatment, £9.50 is saved in the Criminal Justice System. 
 Home Care – Telecare can reduce the pressure on NHS Secondary 

Care by reducing the number of delayed discharges from hospital and 
the number of unplanned hospital admissions of community based 
clients. 

 Roads – expenditure by local authorities on road safety results in a 
reduction in road traffic accidents and fewer deaths and injuries.  An 
Audit Commission report in 2009 stated that the annual cost of road 
accidents across Great Britain was £470M. 

 Employment and Training – for every £1 spent on assisting 
unemployed people back to work £3 is saved by other agencies. 

 Advice Services - £4M per annum from Glasgow City Council 
generated £22M of additional benefit or financial savings to clients. 

 
5.2 The Scottish Government, in a time of recession and an anticipated 

squeeze on public sector finances, should also consider the relaxation of 
regulations. 

 
The rules surrounding state aid should be examined further to ensure they 
are not an obstacle to public sector assisting private sector in Scotland in 
time of recession.  In addition, the penalty regime around recycling targets, 
e.g. landfill tax could be potentially suspended with a proviso that the tax 
foregone is spent on capital infrastructure for waste treatment that helps 
meet recycling targets.  In Glasgow, the estimated spend on landfill tax of 
£13M in 2009/10 could be redirected to deliver a capital spend of £130M. 
 

6. Summary 
 
6.1 In summary, the current recession is now expected to be longer and deeper 

than first thought.  Recent forecasts have suggested it could take a 
generation for the UK economy to return to the levels of eighteen months 
ago. 

 
6.2 It is estimated that public expenditure will decrease year on year for 10 

years, to pay for the actions taken by the government in the last 6 months. 
 
6.3 Undoubtedly, there will be tough choices ahead as competing priorities will 

have to be considered. 
 

 


