
SUBMISSION FROM THE CITY OF EDINBURGH COUNCIL 
 
1. The City of Edinburgh Council welcomes the opportunity to submit comments 
to the Local Government and Communities Committee concerning both the effects 
of current economic conditions and more general resource pressures facing local 
authorities in Scotland.  The current economic conditions, it is suggested, only serve 
to emphasise the more fundamental need to review the existing overall level of 
available funding given the service demands, and corresponding calls on resources, 
already facing all Scotland’s councils.   
 
2. This response highlights a number of factors specific to Edinburgh’s role as 
Scotland’s business, cultural, tourism and research capital.  The case for a Capital 
City Supplement was predicated in significant part upon Edinburgh’s role as the 
driver of Scotland’s economy.  This role is arguably now more important than ever in 
ensuring that the adverse effects of the recession are minimised and, more 
importantly, the city and Scotland as a whole are able to take advantage of the 
recovery that will inevitably follow. 
 
What has been, and is likely to be, the main impact of the recession on local 
authority finances? 
 
3. The effects upon local authority finances are complex, combining short- and 
longer-term impacts, as well as being influenced by internal drivers to which service 
provision needs to be aligned and external drivers to which they must respond.  The 
potential impact of public sector funding restraint will likely be the major external 
driver in the next few years; comments in this area are included in the response to 
Question 5.  This part of the response, however, is focussed upon the effects of 
current conditions on non-grant income sources and, while in some cases harder to 
isolate, cost pressures resulting from increased demand.   
 
4. It is worth emphasising that the effects upon local authorities are almost 
unique within the context of the wider economy.  Whereas in most cases 
organisations would expect to witness a reduction in demand during a time of 
economic downturn, in the case of councils the opposite phenomenon occurs.  As a 
result, increased demand is apparent in such areas as debt advice, housing, 
economic development and social care services.  To compound this position, the 
reduction in economic activity reduces the level of developers’ contributions 
available to finance accompanying infrastructural investment, as well as reducing 
levels of fees and charges income.  It is this need both to manage the generally 
unfavourable effects of the downturn on the organisation and yet simultaneously 
invest in the wider community to bolster resilience and, in due course, take 
advantage of recovery that is a key dilemma for councils, putting them in a 
particularly demanding position. 
 
Income pressures  
 
5. One of the most visible aspects of the recession has been the reduction in the 
volume of development activity which, as Scotland’s economic driver, has had a 
large impact upon Edinburgh.  Based upon the Council’s provisional outturn position 
for 2008/09, the following income shortfalls, all of which were either directly or 
indirectly related to the downturn, were apparent:- 



 
• Loss of building warrant and property enquiry certificate income 

(totalling £900k); 
• Reduction in sponsorship income for festivals and other national events, 

which, given Edinburgh’s role on the national and international stage, has 
had a correspondingly larger impact than in most other authorities.  
Edinburgh’s Capital Christmas (which includes the Hogmanay Street Party), 
for instance, incurred a deficit of £590k in 2008, in large part due to a 
cumulative reduction in commercial sponsorship;  

• Substantial downward pressure on Section 75 developers’ contributions 
with a knock-on, compounding impact on the ability to initiate infrastructural 
investment.  As an example, the business case for the Leith Docks project, 
currently put on hold due to economic conditions, includes total developers’ 
contributions of over £100 million;  

• Reduced economic regeneration (in Craigmillar and at the Waterfront) 
and level of return from the Council’s arm’s length development and 
other companies, themselves affected by reduced economic activity and 
property values;  

• With effect from the latter half of 2008/09, a substantial reduction in 
interest accruing on cash deposits;  

• An overall income shortfall against budget within the capital account of £25 
million, mainly due to a much-reduced level of property and land sales. 

 
6. The longer the recession continues, there are possible additional pressures 
resulting from higher levels of unpaid Council Tax and other sums due to the 
Council.  Proactive actions have, however, been taken in this area to mitigate the 
impact.   
 
7. These income shortfalls not only affect the Council’s short-term financial 
position; they have longer-lasting impacts in reducing the level of resources 
available to invest in infrastructure that will ultimately enhance the ability to drive 
forward recovery in Edinburgh and throughout Scotland.  The reduction in capital 
receipts and developers’ contributions, for example, has constrained the ability to 
invest in the Council’s overall property estate, including schools, community centres 
and cultural venues, as well as upgrading the city’s infrastructure.  Reductions in 
residential development have a particularly severe impact on the supply of new 
affordable housing and other infrastructure at a time when it is most required.  
 
8. This reduction in income has been, and continues to be, compounded by a 
number of expenditure-driven pressures such as the following:- 
 

• Above-inflationary increases in food and, particularly, energy costs (the 
Council’s electricity contract effective from August 2008, for example, 
witnessed a 70% cost increase relative to the out-going one);  

• Increased demand for benefits processing, debt advice and economic 
development-related services.  The Council’s Advice Shop experienced a 
20% overall increase in demand for its services in 2008/09.  In the first four 
months of financial year 2009/10, it has furthermore seen a 65% increase in 
the number of new customers relative to the equivalent period last year;  

• Increasing numbers of vulnerable children and adults at risk;  



• Higher levels of unemployment and lack of new development due to the 
downturn, increasing the incidence of homelessness and requirement for 
temporary accommodation and social and other rented housing;  

• Potential increase in benefit fraud, with an implication for service staffing 
and a possible impact on associated subsidy; 

• Upward pressure on the level of employer’s superannuation 
contributions stemming both from a decrease in pension fund valuations 
and increased longevity.   

 
9. These factors are also affected by other pressures attributable to changing 
demography and increasing complexity of service demand (within, for example, 
adult social care); these pressures are already placing significant calls upon Council 
services.   
 
What will the current recession mean for the provision of local authority 
services and for local communities more generally? 
 
10. The precise effects on each local authority will depend in part upon the 
effectiveness of community planning.  Through recent changes to community 
planning arrangements, in conjunction with partners the Council is re-prioritising 
existing services and, where resources permit, providing new services tailored to 
current circumstances; further details of some of the current activity are provided in 
the following section of this submission.   
 
11. In the short term the Council is managing through contingency planning to 
preserve existing service levels.  This balancing act will, however, become more 
and more difficult as increasingly-tight financial settlements are implemented.  There 
may therefore be a requirement to reconsider the specific commitments within the 
Concordat and undertake a more general service prioritisation exercise in 
recognition of the profound changes in the financial environment since its signature 
in November 2007.  In addition, continuing uncertainty concerning funding 
availability makes service planning more difficult.   
 
What do you consider are the main mechanisms available to local authorities 
to alleviate the impact of the recession on the local communities they serve? 
 
12. The effectiveness of local government responses to the recession will depend 
in part upon appropriate exercising of their community leadership and power of well-
being roles.  The Concordat envisages Councils reacting appropriately to local 
service demands and this characteristic will become increasingly important as 
potentially difficult decisions about service priorities are taken.   The multiple roles of 
providing services (and in the process being the largest single employer within the 
City and a major purchaser of goods and services), promoting economic 
development and exercising appropriately the power of well-being demonstrate that 
the influence of the Council is pivotal.  There is, however, an over-riding need to 
acknowledge that the most effective response to the current difficulties is through 
co-ordinated joint working with partners such as NHS Lothian, local housing 
associations and the Chamber of Commerce.          
 
13. In summary, the Council is therefore required to:- 
 



• manage the negative aspects of the recession; 
• adjust services in line with financial resources; 
• re-invigorate service provision with partners; 
• seek opportunities that the current climate may bring. 

 
14. The power of well-being role is currently being examined with regard to the 
Council’s potentially offering local authority mortgages.  The Council has, in 
addition, formulated and implemented an Economic Resilience Plan.  The initial plan 
comprised a complementary range of practical measures, including training for both 
individuals and businesses and targeted support for specific sectors within the 
economy.  At the same time the plan sought to secure infrastructure (such as 
affordable housing) subject to affordability considerations to support future 
development at a cost lower than that achievable under more buoyant conditions.  
These measures have been supplemented by a focused and successful programme 
to expedite supplier payment to support small- and medium-sized local businesses.   
 
15. The above actions have since been supplemented by a number of the 
Council’s partners, such as the setting-up of a “skills bank” established by the 
Chamber of Commerce where small- and medium-sized enterprises may access 
particular skills by being put in touch with those not currently in work.  This builds 
upon the earlier establishment of a “Business Exchange” where services may be 
provided to scheme participants without the need for physical payment.  In 
recognition of the need for differing parties’ actions to be co-ordinated, however, the 
Economic Action Resilience Network (EARN) has recently been introduced.  This 
Council-operated initiative signposts information more clearly and concentrates not 
solely upon “coping” strategies but, more importantly, those that will also be of 
applicability once the economy recovers.   
 
16. Recent data across a range of indicators suggest that the Council and 
partners’ actions in these areas are yielding dividends.  Relative trends in house 
prices, city centre footfall, airport passenger numbers and business incorporations 
are all more positive than those of comparator cities.  The Council’s Business 
Gateway and efforts to maintain a stream of inward investment through the work of 
the Investor Support Team and Destination Edinburgh Marketing Alliance have 
similarly cushioned the impact of the downturn thus far.  It is only right that the local 
authority within the nation’s capital city should undertake this role; in the short-term, 
however, this work puts additional strain on already-stretched staffing and other 
budgets. 
 
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? 
 
17. It is acknowledged that the Scottish Government is working within a financial 
framework largely governed by UK-wide spending decisions, with the effect that the 
range of options available and/or practicable is similarly restricted.  From the 
financial perspective, however, there are some specific areas where clarification 
and/or further action would assist Councils in planning decisions:- 
 

• Further detail is required on the precise role of the Scottish Futures Trust 
in taking forward much-needed infrastructural investment.  Councils 



need to know specifically whether its role is primarily one of procurement 
vehicle and, if this is the case, how the projects it takes forward will be funded 
as it is clear that this cannot be done through procurement efficiencies alone; 

 
• Confirmation as soon as practicable of the distribution of additional 

savings requirements amongst the Scottish public sector to allow 
Councils to reflect these changes within their planning decisions and thus 
allow any savings requirements to be framed and implemented in as 
considered a manner as possible; 

 
• In view of the changed public sector financial environment since the signing 

of the Concordat, the appropriateness of an on-going Council Tax freeze 
requires to be reviewed to allow Councils at least the opportunity to consider 
this option to secure the level of resourcing required to deliver essential 
services;  

 
• Consideration needs to be given to the extent to which the 

commitments envisaged at the time of signing the Concordat are still 
deliverable and, depending upon the results of this consideration, how any 
service prioritisation might be undertaken.  This exercise should be 
transparent so that its implementation is uniform across Scotland. 

 
• The Council supports any moves towards establishing a Public Sector Pay 

Strategy to provide greater consistency, certainty and fairness in this 
area.     

 
18. Recent dialogue with the Scottish Government concerning a range of 
innovative means to foster large and smaller-scale infrastructural investment which 
command wide support within local government, such as Tax Increment Financing 
(TIF) and Non-Domestic Rates incentivisation, has been constructive.  The benefit 
of TIF in particular is its ability to kick-start growth and create genuine “additionality” 
within the economy.  Adoption of a collaborative approach such as this has the 
potential to provide similarly-magnified benefits in a number of other areas.   
 
19. Acceleration of capital grant monies, while also welcome, does not address the 
underlying issue of the adequacy of current funding to meet the demands placed 
upon all local authorities.  With this in mind, the Council supports the view that a 
fundamental review of local government funding is required.   
 
What are likely to be the longer term demands and cost pressures on local 
authority services?  
 
20. The existing grant distribution system takes as its underlying principle different 
authorities’ need to spend and the Council would therefore expect to receive 
additional funding where its relative need (i.e. when compared against other 
Councils) increases.  In more general terms, however, there is a profound concern 
as to the overall quantum of funding given the increased expectations and demands 
facing local authorities.   
 
21. While by no means exhaustive, these pressures include:- 
 



• Demographic and associated societal changes, including growth in both 
absolute numbers and the relative age profile of older people, with this 
general ageing of the population and ethos of more personalised care seeing 
exponential growth in spending requirements.  There is a related requirement 
for accessible housing and care and support services for frail older people 
besides the need to re-provision all of the city’s care homes.  In addition to 
growth in the elderly population, pressures exist in respect of increasing 
numbers of vulnerable children (likely to be exacerbated by current economic 
circumstances) and substantial increases in expenditure required to support 
those with severe mental and physical disabilities due to better survival rates 
at all ages;   

 
• After an acknowledged sustained period of under-investment, there is a need 

to invest substantially within infrastructure, a requirement that is only 
heightened within the current economic climate as a necessary spur to 
sustainable economic growth. At present, however, the ability to take this 
forward is constrained by overall funding availability and, in the short- to 
medium-term at least, the position is not likely to improve.  The role of the 
Scottish Futures Trust in this respect requires to be clarified as a matter of 
urgency; 

 
• Growth in the number of single person households, exacerbating the 

existing shortage of affordable and other housing whilst at the same time 
placing additional demands upon services such as refuse collection; 

 
• Potential pressures in a number of demand-led areas such as 

homelessness and the provision of affordable housing.  The Lothian 
Housing Needs Assessment was updated in October 2008, with the previous 
estimate of 12,000 affordable homes needed over ten years now increased to 
15,800.    Despite some recent revisions to allocation formulae, there remains 
a substantial mismatch between funding allocations and relative need, 
constraining the city and surrounding city region’s ability to invest sufficiently 
in this area.  Work currently being undertaken with COSLA on the Strategic 
Housing Investment Framework should be prioritised and a commitment 
made to ensure that more funding is directed to areas experiencing severe 
supply pressures;  

 
• Implementation and on-going costs associated with the Council’s 

Modernising Pay project, with an estimated initial annual cost of £10.5 
million, together with the costs of addressing equal pay claims and pay 
protection;  

 
• A number of further areas, the precise effect of which is not yet known, 

including potential landfill penalties and likely upwards pressures in 
employer’s superannuation contributions for the reasons outlined earlier 
in this submission.   

 
22. Underpinning the whole equation of respective need and funding is the 
increased cash-releasing efficiencies requirement upon Councils stemming from 
the Chancellor’s Budget, estimated to amount to £13 million for Edinburgh in 
2010/11 and a further £23 million over the following three years.  Despite 



incorporating conservative assumptions concerning the level of pay award over the 
period in line with Scottish Government guidance, current estimates suggest that 
some £90 million of efficiencies will be required over the next three years.  The 
Council has generated cashable efficiencies of some £52 million over the past three 
years and after a period of identifying on-going savings on this scale, the ability to 
yield further efficiencies is correspondingly more difficult.  

 
23. In response to these likely requirements, the Council has therefore put in place 
an “Alternative Service Delivery Models” project charged with re-assessing the 
relative balance between being a provider and enabler of services.  This exercise is 
being accompanied by one of service prioritisation – a fundamental review of the 
services currently being provided to determine those that may no longer be 
financially feasible within the new public sector environment.  While this process 
may not be politically or socially palatable, it is becoming increasingly clear that 
such fundamental action is required.   
 


