
SUBMISSION FROM CHARTERED INSTITUTE OF PUBLIC FINANCE AND 
ACCOUNTANCY 

 
1. EXECUTIVE SUMMARY  
 

Scotland’s public services have benefitted from significant financial growth in 
the last ten years.  However the next ten years are more likely to be 
characterised by the need for financial austerity.  These will be challenging 
times and will demand the highest level of leadership from finance 
professionals, as well as strong financial management across organisations.  
Elected politicians (both local and national) have a key role to play in 
scrutinising existing service provision as well as new developments, including 
proposed legislation, to ensure that proposed budgets are affordable and 
deliver value for money.  

 
The Chief Financial Officer (CFO) occupies a critical position in the 
organisation by holding the financial reins and ensuring that resources are 
used wisely to secure positive results.  The economic downturn has served to 
make the tasks facing the CFO appear even more challenging and also 
underlines the fundamental importance of the role. 

 
CIPFA has recently expressed the role of the CFO in an overarching principles 
based framework which brings clarity to this complex role in the good 
governance of all organisations.  Our aim is that the statement becomes the 
benchmark for organisational arrangements and that these arrangements 
should be reported upon.  The Committee may wish to seek evidence that 
organisations are using the CIPFA statement to benchmark their existing 
financial governance arrangements. 

 
 
 

Specific Points from our submission which we would highlight: 
 

• Acceleration of the pace of improvement in procurement practices both 
strategic and local is essential.  Evidence of efficiencies gained to date 
and future efficiencies anticipated both strategically and locally will be a 
key area as will the progress of the Scottish Futures Trust; (paras 2.3, & 
3.1) 

 
• Robust analysis must underpin the case for shared services (back room 

and front line) and where the case for efficiencies (both financial and 
non financial) is clear, a focused and managed approach to 
implementation is essential. (para 2.4 & 2.6) 

 
• In Scotland, both local and devolved government have taxation powers 

and these powers should now be considered to ensure that their use is 
both sustainable and appropriate to the current economic downturn and 
potential future growth scenarios.  (para 3.2) 

 
• long term service pressures and demands are known; while a 

consistent and continuing focus on efficiency remains important, 
discussion needs to move to more radical and innovative approaches to 



 

delivery in order to meet the significant financial challenges ahead.; 
(para 4.1) 

 
 
2. MECHANISMS AVAILABLE TO LOCAL AUTHORITIES  
 
2.1 As a result of the UK’s economic circumstances, the emerging financial 

challenge facing local government is becoming clearer.  The scale of the 
challenge will involve taking decisions to ensure that core services continue to 
be delivered and consideration given to the affordability of discretionary 
services. There is no single answer to the challenge but this submission 
focuses upon achieving greater efficiency combined with innovative 
approaches to service provision.  We will examine strategic procurement , 
operational redesign and asset management as the tools for achieving greater 
efficiency.  Local government also needs to explore all funding options and 
this submission will examine council’s use of reserves and the council tax 
freeze. There are actions that the local authority can undertake to alleviate the 
consequences of the economic recession on both the citizen and business 
and these are also considered in this submission.  

 
 
IMPROVED EFFICIENCY 

 
Strategic Procurement 
 

2.2 The Review of Public Procurement by McLelland identified three categories of 
commodities.   Category B forms the focus for Scotland Excel for which we 
understand a first year review has just been completed.  It may interest the 
Committee to hear directly from Scotland Excel on the findings of its review. 

 
2.3 It is difficult to establish a national position of the progress being made by 

councils on collaborative procurement arrangements for commodities C and 
we would encourage the Committee to seek evidence that appropriate 
progress is being made. 

 
Operational Redesign  
 

2.4 The back-office support functions in local government were not subjected to 
the compulsory competitive tendering legislation in the 1980s.  One of the 
consequences is that unit cost and performance measurement information for 
these costs are limited.  A feasibility study of the scope of shared services to 
release efficiencies would require an analysis of costs and performance 
against anticipated costs and performance under a shared service model. 

 
2.5 Whilst there is clearly a financial imperative and financial management 

consequences associated with exploring shared services it is essential that 
robust feasibility studies are undertaken to verify the scope for efficiencies 
(both financial and non financial).  A staged and managed approach to 
implementation is essential. It might assist the Committee to seek an overview 
of national progress. This would then allow best practice in the area to be 
highlighted and to be spread more widely. 

 



 

  
Asset Management 

 
2.6 While asset management is not a new concept attention was drawn to it when 

the last government included it as a work-stream within its efficient 
government programme. Given the scale of assets owned by local 
government, it is clear that any improvement in the strategic and operational 
management of capital assets could have a real impact on the financial 
resources available to a local authority. We would encourage the committee to 
research progress in this area with councils. 

 
 
FUNDING 

 
 Use of Reserves 
 
2.7 Local authorities will generally maintain reserves as a working balance against 

uneven cash flows, as a contingency or to build up funds.  The level of 
reserves maintained is a matter for each individual council based on decisions 
made locally.  It must be recognised that reserves are there to be used and 
many councils will be using or planning to use the reserves in these difficult 
times.  The extent to which reserves are being used on a planned and 
sustainable basis is an area worth researching with individual councils. There 
will be a limit to the impact that unallocated reserves will be able to make 
towards funding the recurring nature of the financial difficulties anticipated by 
councils.  

 
The Council Tax Freeze 
 

2.8 Since the introduction of the Concordat in 2008, Scotland’s local authorities 
have elected to ‘freeze’ the level of council tax at 2007/8 levels.  The present 
council tax freeze, in our view, needs to be evaluated to establish whether the 
policy is having the anticipated impact and whether that impact outweighs the 
cost of any income which is being foregone.  Council tax is the second largest 
source of local authority income (after Scottish Government funding) and it will 
in future have to be set at a level affordable to local taxpayers but 
commensurate with the local authority funding needs within an economic 
downturn. 

 
 
 Fees and charges 
 
2.9 The time is also right to address arrangements for the setting and collection of 

fees and charges.  This may range from enhancing current income collection 
procedures to a more innovative use of fees and charges by local authorities. 
 
HELPING THE CITIZEN AND BUSINESS 

 
 Local Taxation and Fees and Charges 
 
2.10 As the collector of local taxation, the local authority can explore options for 

helping citizens who may be facing financial difficulties because of the 



 

recession. This can in part be addressed by ensuring that individuals are 
afforded the benefits which they are entitled to as well as schemes for 
managing payments.  As the setter of the local tax rates, councils will need to 
levy affordable levels of taxation going forward.  

 
2.11 As the collector of the non domestic rate tax, there are similar options which 

can be introduced to temporarily defer payment of the business rate and some 
local authorities have already introduced such measures.  

 
 

Home Loan Finance 
 

2.12 The current circumstances have resulted in reduced lending by the markets.  
One council is actively exploring opportunities to provide finance to tenants to 
enable them to buy their house.  

 
2.13 In Scotland some local authorities have supported the development of local 

credit unions.  Typically, credit unions are operated as not for profit 
cooperative organisations and can be useful vehicles to provide local finance 
based on income generated locally within the community.   Although both 
measures are not without some risk, they are representative of the types of 
innovation required in identifying different solutions.  We would recommend 
that further trials of the local schemes are undertaken to consider what wider 
use is feasible. 

 
3 MECHANISMS AVAILABLE TO THE SCOTTISH GOVERNMENT 
 
 IMPROVED EFFICIENCY 
 

Strategic Procurement 
 

3.1 The Scottish Government, through the creation of the Scottish Futures Trust, 
has taken a role in strategic capital procurement across the whole of the public 
sector.  The Trust stated in its 2009/10 Business Plan that it will “…develop its 
role as the centre of expertise..”.  Clearly, it is in the interest of all parties that 
progress with the Scottish Futures Trust is accelerated to enable the 
anticipated benefits and efficiencies of the SFT to be realised as quickly as 
possible.   

 
3.2 Procurement Scotland is the body responsible for the delivery of the strategy 

related to Commodities A and we would encourage the committee to seek 
evidence on the impact of this Commodity stream on local government. 

 
 

FUNDING 
 

Taxation 
 

3.3 Scotland has tax raising and tax varying powers.  Within the power of Scottish 
ministers and locally elected politicians is the ability to influence the levels of 
Council tax, Non-domestic rates and the Scottish Variable Rate.  Clearly, 
varying the level of taxation is an option available to the Scottish Government.  



 

The sustainability of any tax variation will however have to be carefully 
considered.  Any short term variation will have to be assessed against long 
term sustainability. 

 
Assessment of Need 
 

3.4 Within the reduced devolved financial envelope there will be a need for greater 
prioritisation. In the same vein as local government, central government will 
need to assess priority between core and discretionary services.  Government 
will need to target the reduced resources to areas and communities with the 
greatest assessed relative need.  Any redistribution of resource to areas with 
less need would however require a form of transitional arrangement to ensure 
that any short to medium term hardship as a result of redistribution is avoided 
and that service stability is maintained.  Assessment of need has been well 
covered in the recent House of Lords inquiry into the Barnett formula and may 
be of interest to the Committee in its deliberations. 

 
4 LONGER TERM DEMANDS AND COST PRESSURES ON LOCAL 

AUTHORITY SERVICES 
 
4.1 The specific future demands and costs pressures are areas where it is more 

appropriate for local authorities themselves to provide evidence.  Many of 
these pressures and demands are well known and documented and in our 
view, debate now needs to move on to finding solutions.  

 
 
 
 
 
CIPFA, the Chartered Institute of Public Finance and Accountancy, is the 
professional body for people in public finance.  CIPFA shows the way in public 
finance globally, standing up for sound public financial management and good 
governance around the world as the leading commentator on managing and 
accounting for public money. 
 
 
Further information about CIPFA can be obtained at www.cipfa.org.uk and at 
www.cipfascotland.org.uk  
 


