
     

 

SUBMISSION FROM CBI SCOTLAND 

 
INTRODUCTION 
 

1. CBI Scotland is an independent organisation funded by its members in industry and 
commerce and representing firms of all sizes and from all sectors. We welcome the 
opportunity to respond to the Committee’s timely inquiry on local government 
finance.  

 
2. Business has a crucial interest in the finances of local government, as contributors 

to the funding of local government – e.g. through non-domestic rates, national taxes 
on business, planning-related levies and other charges for regulatory and locally 
provided services - but also as beneficiaries of many of the spending decisions 
taken. We published our business manifesto1 ahead of the 2007 Holyrood elections, 
which for the first time set out our members’ recommendations and aspirations for 
how local authorities and the wider devolved public sector should prioritise their 
spending, become more efficient, and reform the way they deliver services. CBI 
Scotland has since established a Public Services Group, involving both larger and 
SME members, to develop our policy agenda on this issue and to highlight the case 
for and benefits of greater public service reform.  
 

3. Given the bleak state of the public finances, we recognise that all tiers of 
government and the wider public sector will have to operate within a tighter financial 
climate, just like businesses are having to do, and as such will have to cut their 
cloth accordingly. Nonetheless, their significant remit and budget, and the freedom 
they have over how that expenditure is deployed, means local government has a 
valuable and pro-active role to play in helping the economy not least through the 
current economic slowdown. 
 

4. We believe that the following principles should underpin any inquiry into local 
government finances, namely an examination of: 
 

 the role and responsibilities of local authorities, i.e. the crucial or statutory 
duties that must be undertaken and those other services which are less so, 
and that this ought to be the starting point before any consideration of the 
income which is required to be generated through taxation;  

 local authorities’ priorities and the quality of services provided;  
 the scope for councils to deploy their current resources more efficiently, as 

greater efficiencies could help reduce the pressure for increases in Council 
Tax or other charges and increase confidence that councils are delivering 
value for money. 

 
EXECUTIVE SUMMARY 
 

5. The UK’s public finances are in a poor state, and restoring them to health is likely to 
take much of the next decade2, let alone paying down the public sector net debt 
which is expected to double by 2013. As a result, the ‘golden period’ of ever rising 
devolved public spending has ended. This new period of austerity means local 
government must become accustomed to living within a restrained financial regime 

                                                            
1 CBI Scotland’s manifesto, ‘The Scottish Economy: The Priority of Priorities: Agenda for a growing economy in Scotland’, 2006 
2 The UK Government’s current budget will only be brought into balance in 2017/18, CBI Budget 2009 Analysis 



involving little or no growth in budgets and possibly reductions. As such, they must 
plan ahead accordingly, and put in place contingency plans for worst case 
scenarios.  

 
6. The difficulties associated with an era of spending restraint and lower revenues 

could be considerably reduced through a robust but flexible approach to restrain 
costs including public sector pay and pensions, the alteration of spending priorities, 
and a radical reform of public services.  
 

7. Higher taxes and fees/charges would be the wrong approach and should be 
avoided. CBI Scotland has previously3 welcomed the Scottish Government’s 
decision to freeze Council Tax. Council tax has increased significantly over the past 
decade, with Band D up from £708 in 1996/97 to £1,129 in 2006/074, a rise of 59.5 
per cent. This compares unfavourably with the rise in average earnings of 49.5%, 
and the rise in RPI of 30.3%, over the same period5. This increase in the level of the 
tax has been a significant cause of public dissatisfaction with the Council Tax, 
particularly among those sections of the population on fixed incomes and incomes 
subject to RPI annual increases, e.g. pensioners. A continued freeze in the level of 
the Council Tax could see that public anxiety lessen and the need for changes to 
the system consequently diminish, and should continue until such time as Council 
Tax returns to more affordable levels. 

 
8. Paring existing budgets at the edges will not on its own suffice. What is needed is a 

marked shift in approach, to one which not only fundamentally reviews which 
services should be provided, but which recognises and encourages the use of 
alternative service providers, including the private and not-for-profit sectors, in the 
delivery of local services as a means of improving affordability but also service 
innovation and quality. A focus on outcomes rather than inputs should see local 
authorities evolve to become more of a commissioner of services - working in 
partnership with businesses and other providers - rather than necessarily seeking 
always to deliver services themselves. Local government has an opportunity to lead 
on this agenda, as well as developing new opportunities for the growth-oriented 
businesses Scotland needs. 
 

9. Further measures, often at modest or little cost to the public purse, can and ought to 
be taken by local government to aid firms and the economy through the current 
economic downturn and better prepare business to take advantage of the upturn 
when it comes, e.g. through swifter decision-making especially in areas such as 
planning, and by helping firms’ cash flow or assisting them to win new business and 
grow. Many local authorities have already taken action but more needs to be done.  

 
RESPONSES TO KEY QUESTIONS 
 
What has been, and is likely to be, the main impact of the current recession on local 
authority finances? 
 

10. Local authorities’ income may well be affected by a number of different factors, 
including: a brake on the recent increases in grant funding from the Scottish 
Government, especially for service areas which central government does not regard 
as political priorities; increased numbers of residents defaulting on their council tax 
payments; the downturn in development means fewer houses are being built and 
thus less council tax revenues; if central government receives less revenue from 
non-domestic rates as fewer commercial developments come to fruition then this 

                                                            
3 CBI Scotland response to the Scottish Government consultation on ‘A fairer local tax for Scotland’, June 2008 
4 ‘Scottish Local Government Finance Statistics 2006/07’, Scottish Government, published February 2008 
5 ONS quarterly index data 



may mean less for councils; fewer commercial developments also means less in 
receipts from Section 75 agreements and thus less money to support other capital 
expenditure; less revenue from fees charged to businesses for regulatory services, 
e.g. planning fees or charges for commercial waste; less income from asset 
disposals; increased demand for welfare support; increased pension fund liabilities. 

 
11. Conversely, the economic downturn may mean savings due to less demand for 

certain local authority services, e.g. business grants6.  
 
What will the current recession mean for the provision of local authority services 
and for local communities more generally? 
 

12. The tougher financial climate and leaner times ahead ought to provide a good 
opportunity to review service delivery, to see whether services could be delivered in 
a different or more efficient or innovative way, by a different provider, or indeed 
whether they are needed to the same extent or at all.  

 
13. Indeed, the role and responsibilities of local government ought to be the starting 

point for any review in response to the economic downturn. Services could be 
deployed using different providers either from the private or third sectors, or 
involving collaboration between and across different authorities and the private 
sector, possibly providing cost-efficiencies and thus easing the pressure on local 
authority budgets. Good examples do exist (e.g. ‘Access’ – the ICT and property 
services joint venture between Glasgow City Council and Serco plc) but this needs 
to become much more widespread. CBI Scotland believes this ‘contestability’ in 
service provision requires an evolving policy framework from Scottish Government 
to ensure competitive neutrality between commercial or not-for-profit and existing 
public sector providers, so that alternative bidders are not discriminated against 
simply because of their ownership model. If users are to get responsive and 
excellent services and if public money is to be spent efficiently, then a level playing 
field for providers bidding for contracts is crucial, not least on comparable pension 
costs etc7. 

 
14. We are encouraged that eight local authorities in west central Scotland have 

commissioned Sir John Arbuthnott to review the opportunities arising from shared 
services. Hopefully Sir John’s report will prove a catalyst for change right across 
Scotland, and an early demonstration of change by the local authorities concerned 
will be crucial to maintaining momentum. CBI members have voiced concern that 
the overall pace of reform on shared services remains slow, hampered in part due 
to a lack of sufficient capability in terms of available skills, as well as public sector 
terms and conditions which restrict the ability to bring in talent from outside. We 
have made clear to Sir John that the private sector can be  a part of the solution. 
For example, several different companies in the oil and gas sector contract-out their 
back office finance function to Accenture’s dedicated shared service centre based 
in Aberdeen. Local authorities should consider now whether they too could contract 
out their payroll and other back-office work to specialist firms who benefit from 
economies of scale and a wealth of experience in providing such services.  

 
15. A failure to adapt to and plan ahead for leaner times could lead to a reduction in 

standards and levels of services, or a degeneration in local infrastructure. As such 
local authorities may wish to review whether services ‘free at the point of delivery’ is 
a sustainable financial model, and whether further savings could be made by 

                                                            
6 Finance Committee Report on Strategic Budget Scrutiny, paragraph 60 – June 2009 
7 A question of balance: Reforming pension practice in public services contracting, CBI, June 2009 



developing a deeper understanding of the users of council services thus allowing for 
more informed decisions around policy and resource allocation.  

 
What do you consider are the main mechanisms available to local authorities to 
alleviate the impact on the local communities they serve? 
 

16. A series of policy options are available to local authorities, including: a full blown 
commitment to sharing services with other local or public authorities or private 
sector providers – the Scottish Futures Trust’s8 schools estates agenda is a useful 
start in trying to aggregate common infrastructure procurement; encouraging the 
use of the private sector to deliver services e.g. local roads management and 
maintenance; ensuring staffing levels and pension arrangements are affordable on 
a sustainable basis; reductions in the number or cost of councillors and their 
support; transparency over the additional cost of maintaining Single Outcome 
Agreements and the Concordat; and rigorously requiring welfare initiatives to be 
value for money by producing improved outcomes. 

 
17. Local authorities can themselves aid firms and employers to cope with the downturn 

better, by: 
 

 reviewing their policies, spending and regulatory decisions in the context of 
whether it will aid the economic recovery 

 protecting and accelerating capital expenditure 
 contracting out service delivery and facilities management or ‘back office’ 

functions to the private sector 
 settling supplier invoices within the nationally agreed 10 day period 

(preliminary feedback from CBI Scotland members suggests the 
performance of councils so far is mixed)9 

 advertising their tendering opportunities on the Public Contracts Scotland 
portal 

 pursuing a swifter and more favourable approach towards developments in 
planning system 

 
What actions do you think the Scottish Government could take to assist local 
authorities during the current period to attempt to ameliorate the effects of the 
current recession? 
 

18. CBI Scotland has previously argued10 that the Scottish Government should, in 
conjunction with local government, examine the case for introducing Tax Increment 
Financing and the Local Authority Business Growth Incentive Scheme. The 
downturn in the house-building sector means that house-builders are less able to 
contribute financially to the funding of local infrastructure, e.g. school extensions, 
local roads, play parks etc. TIF is one of a range of possible solutions and we 
welcome the commitment that has been made to look at this further, though we 
recognise the likelihood that under such initiatives government may well have to 
underwrite the forecast increases in tax revenues. LABGIS could help better 
incentivise local authorities to support economic development.  

 
19. The Scottish Government should ensure that it does not make it more difficult for 

local authorities to obtain value from commissioning new providers for public 
services, and the CBI has published advice on how this can be done better11. CBI 

                                                            
8 CBI Scotland’s position paper on Scottish Futures Trust was published in February 2009 
9 Appendix 3, CBI Scotland’s submission to the Finance Committee on its strategic budget scrutiny, April 2009 
10 CBI Scotland’s submission to the Scottish Government on its Draft Budget 2009/10, October 2008 
11 Commissioning strategically for better public services across local government, CBI and LGA, July 2009 



Scotland has voiced12 strong reservations in the recent past over Ministerial 
proposals that new Freedom of Information obligations be placed on those firms 
which supply services on behalf of local and other public authorities, not least as the 
public authorities who let the contracts are themselves already subject to and 
accountable to FoI rules.  

 
20. A more fundamental review of the structure of local government should be debated, 

particularly the vexed question of whether or not we still require 32 different local 
authorities and all the costs that involves, or whether a different model – e.g. 
involving metropolitan areas covering the principal cities – ought to be put in place.  

 
What are likely to be the longer term demands and cost pressures on local authority 
services? 
 

21. The longer terms demands and cost pressures remain and often pre-date the 
current economic downturn, and include: the cost of supporting an ageing 
population; increases in the number of the socially and economically disengaged; 
maintaining and improving infrastructure, e.g. roads and local authority maintained 
buildings; increased salary and associated pension costs; scarcer resources due to 
the rising public sector debt burden; ever rising demands for better quality services.  

 
 
CBI Scotland Public Services Group 
August 2009 
 

 

                                                            
12 See CBI Scotland’s January 2009 submission to the Scottish Government on its Discussion Paper on extending the coverage of the FoI Act 


