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LOCAL GOVERNMENT AND COMMUNITIES COMMITTEE 
 

AGENDA 
 

21st Meeting, 2009 (Session 3) 
 

Wednesday 9 September 2009 
 
The Committee will meet at 10.00 am in Committee Room 4. 
 
1. Local Government Finance inquiry: The Committee will take evidence from— 
 

Stephanie Herd, Chair, and Glyn Hawker, Scottish Organiser, Bargaining 
and Equal Pay, UNISON Scotland; 
 
Rozanne Foyer, Senior Regional Organiser, UNITE; 
 

and then from— 
 

Jacqui Watt, Board Member, and Craig Sanderson, Board Member, 
Scottish Social Enterprise Coalition; 
 
Peter McColl, Policy Officer, Scottish Council for Voluntary Organisations; 
 
Helen MacNeil, Chief Executive (Glasgow), and Kenny Murphy, Chief 
Executive (Falkirk), Council of Voluntary Services; 
 
Kevin Hutchens, Aberdeen Trades Union Council; 
 

and then from— 
 

David Dorward, Deputy Chief Executive, Dundee City Council; 
 
Alan Geddes, Deputy Chief Executive, Highland Council; 
 
Mary Pitcaithly, Chief Executive, and Alex Jannetta, Director of Finance, 
Falkirk Council. 
 

2. Local Government Finance inquiry - witness expenses: The Committee will 
be invited to delegate to the Convener responsibility for arranging for the SPCB 
to pay, under Rule 12.4.3, any expenses of witnesses in the inquiry. 
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3. Local Government Finance inquiry (in private): The Committee will consider 
the evidence heard. 
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The papers for this meeting are as follows— 
 
Agenda item 1  

Written Submissions 
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Local Government and Communities Committee 
 

21st Meeting, 2009 (Session 3), Wednesday, 9 September 2009 
 

Local Government Finance Inquiry - Submissions 
 
Introduction 
 
1. At this meeting, the Committee will be taking evidence from local 
authorities, trade unions, the voluntary sector.  
 
2. The Committee has previously received written submissions in paper 
LGC/S3/09/20/2.  Additional submissions, attached to this paper, have been 
received from: 
 

• Scottish Social Enterprise Coalition 
• Scottish Council for Voluntary Organisations 
• Dundee Council, Falkirk Council, Highland Council and South 

Ayrshire Council (joint submission) 
• UNISON 
• Voluntary Action Scotland 

 
 
Susan Duffy  
Clerk to the Committee 
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SUBMISSION FROM SCOTTISH SOCIAL ENTERPRISE COALITION 
 

Introduction 
Social enterprises are businesses that trade to deliver social and 
environmental purposes.  
 
The Scottish Government define social enterprises as “Businesses that 
compete in the open market for contracts or sales but combine their trading 
with social, community or environmental aims. They are sometimes referred 
to as ‘more-than-profit’ businesses because they reinvest their profits in the 
business or the community.” 
 
Social enterprises exist to make a profit just like any private sector business. 
However, instead of being driven by the need to maximize profit for 
shareholders or owners, social enterprises exist to address market failure with 
any profits or surpluses made reinvested into social and environmental 
purposes; for example providing employment opportunities to the long term 
unemployed. Without making a profit, social enterprises cannot meet their 
social and environmental objectives; they must trade to be sustainable. 
 

Profit                 √  
Shareholders                × 
Social benefit                √ 
Trading                √ 

 
The Scottish Social Enterprise Coalition is the national collective voice for 
social enterprise in Scotland and we champion enterprising activity across the 
third sector. We are a membership-led organisation, representing the needs 
and views of a wide range of social enterprises, emerging social enterprises, 
their networks and trade bodies. Latest estimates are that there are 
approximately 3000 social enterprises in Scotland providing a combined 
turnover of around £2bn – including co-ops, housing associations, 
development trusts, social firms and credit unions. Key sectors include 
culture, food, housing, recycling, retail and tourism. 
 
The Recession and Social Enterprise 
Social enterprises have and should be exposed to exactly the same forces 
that every business and public body has faced throughout this recession. The 
recession has forced social enterprises to adopt a business like discipline to 
ensure their viability in the short term and has highlighted actions needed to 
ensure long term growth. 
 
The Enterprise Minster Jim Mather, recognising the importance of social 
enterprise to the economy and civic society, said “We want Scotland to lead in 
the development of an enterprising third sector, including social enterprises.1”    
 
The social enterprise movement is not looking for preferential treatment from 
Ministers to build an enterprising third sector in Scotland, only parity of 

                                            
1 Parliamentary Question S3W-21937 
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esteem. For example, after lobbying from the Scottish Social Enterprise 
Coalition, the Scottish Government has selected a consortium to identify and 
then develop 10 Public Social Partnerships (PSPs). These new methods of 
collaboration between the public sector and social enterprise in the design 
and delivery of public services are based on a partnership approach rather 
than a procurer/provider relationship; a key step in demonstrating how 
social enterprises can improve public service delivery in Scotland. 
 
However, while the Coalition welcomes this action from the Government, in 
order for the Minister’s aspiration to become a reality there are a number of 
other measures the Coalition is calling for from all levels of Government. 
 

(i) Community Benefit clauses 
In its 2008 Action Plan for an Enterprising Third Sector, the Scottish 
Government identified Community Benefit clauses as a key element of its 
policy of developing a sustainable third sector. The Scottish Social Enterprise 
Coalition sees Community Benefit clauses as key to embedding social 
enterprises in public service delivery. 
 
Community Benefit clauses are social clauses that can be included in public 
contracts to deliver a wider public benefit. For example, a construction 
contract may stipulate an apprenticeship or employment element. Public 
bodies such as housing associations are increasingly using their spending 
power to add value for the communities and citizens they serve achieving 
added value through purchasing decisions and delivering on multiple 
outcomes. 
 
We very much welcome Glasgow City Council’s adoption of Community 
Benefit clauses in its 2014 Commonwealth Games infrastructure procurement 
process. We have been further encouraged by the Council’s commitment to 
see Community Benefit clauses spread across the rest of the Council’s 
procurement delivery.  
 
We believe that all public bodies should work to raise the profile of 
Community Benefit clauses, with a long term view of central and local 
government to allocate 10% of the value of all procurement contracts for 
Community Benefit clauses. 
 

(ii) Social Auditing 
One way to measure the social, environmental and economic benefits of 
social enterprises is the Social Return on Investment (SROI) Project which 
is currently being developed. This is an evidence-based approach of 
measuring the financial value of “soft” outcomes, e.g. employability, 
community benefit, volunteering, crime rates and health that can be 
overlooked or not appreciated by standard assessments. SROI is calculated 
by subtracting the costs from the benefits and dividing the result by the costs 
and is presented as a ratio. 
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 Case Study -  Six Mary’s Place 
 • Six Mary's Place Guest House is a social firm based in 

Edinburgh.  
• City of Edinburgh Council awarded Six Mary's Place a 

Mental Health Specific Grant.  
• Estimated savings in mental health and support 

services in Edinburgh of over £420,000. Social Added 
Value per participant is almost £25,000 per annum for 
an investment of £3,500. 

• For every £1 invested, almost £6 is returned in social 
added value. 

 
 
 
 
 
 
 
 
 
 
This level of social auditing allows social enterprises and the wider third sector 
to measure the financial value of the services it provides and can demonstrate 
to public bodies the added value in purchasing goods and services from the 
social economy. Social enterprises can deliver on multiple outcomes and save 
money across different budget lines. 
 

(iii)Public Authority Contracts 
Current local authority tender form design does not allow for information 
inclusion on SROI rating, social enterprise status or ability to deliver on Single 
Outcome Agreement (SOA) indicators.   
 
A standard national form that allowed organisations to illustrate SROI rating 
and how they deliver on multiple SOA indicators would allow social 
enterprises the ability to demonstrate their added value and in turn allow 
public bodies to make cross budget efficiencies. 
 
Further public authority contracts should be extended where possible to assist 
longer term planning and security, and re-tendering without proper rationale 
and consultation should be avoided. 
 
Public authority contracts should be paid promptly during this period to deal 
with cash flow issues. While the Scottish Government has a commitment to 
pay contractors within 10 working days, all public bodies should abide by and 
meet the same standard. 
 

(iv) Best Value 
Local authorities have a legal duty under the Local Government in Scotland 
Act 2003 to improve the services they provide. This is to enable a balance 
between cost and quality considerations in service provision, whilst ensuring 
ongoing value for money. 
 
Local authorities have proved they have grasped the concept of best value by 
not selling all available land for housing to private developers but earmarking 
sites for social housing from which they will receive a lower price. 
 
However outside of social housing many social enterprises experiences of 
local authority tendering process is that they focus on the price of the contract. 
The Coalition recognises the difficulties faced by local authorities to balance 
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the competing claims made by service providers about how they best fulfil 
obligations relating to best value and difficulties of quantifying these claims. 
Comprehensive social auditing of the third sector and the tender form design 
suggested above would allow public bodes to readily identify how they can 
achieve best value in service delivery. 
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SUBMISSION FROM SCOTTISH COUNCIL FOR VOLUNTARY 
ORGANISATIONS 

 
Introduction 
 
1. The Scottish Council for Voluntary Organisations is the national body 
representing the interests of the voluntary sector in Scotland. It does so 
through its policy committee which is elected from its membership of around 
1300 Scottish voluntary organisations. SCVO’s mission is to advance the 
values and shared interests of the voluntary sector. We aim to provide 
voluntary organisations with information and support, to improve their 
effectiveness and efficiency and to represent their views to Government and 
other public bodies. Further details about SCVO can be found at 
www.scvo.org.uk.  
 
2. SCVO welcomes the opportunity to submit written evidence to the Local 
Government and Communities Committee. 
 
3. The issue of local government finance is very important for Scotland’s third 
sector. The third sector is able to deliver services of higher quality than other 
providers at a lower cost than public sector providers. This is supported by the 
evidence submitted by the Care Commission to this committee. It is important, 
though, for the sustainability of the third sector that local government supplies 
funding to the sector in a way that does not diminish the future ability of the 
sector to provide high quality services.  
 
4. SCVO understands that the Care Commission evidence to this committee 
indicates that the third sector is ahead of public and private providers when it 
comes to quality of care, quality of management and the quality of its staff2. 
 
5. The figures graded levels of service from 1-6 with six being excellent and 
one as unsatisfactory. Only voluntary organisations achieved a grade six in 
any of the three criteria used to assess the quality of the services. 
 
6. In the areas of care and support, quality of staff, and quality of 
management and leadership, the voluntary sector passed at levels four to six 
in 92 per cent, 89 per cent and 88 per cent of cases.  
 
7. This compared to local authority and private sector providers, which had an 
average of between 62 and 72 per cent positive scores at grades four and 
five.  The voluntary sector also had significantly higher grade five ratings than 
either the public or private sectors. 
 
8. SCVO’s research indicates that local government is responsible for around 
28%3 of the funding acquired by the sector in 2006-07. This funding comes in 
two main ways. Smaller sums of money are often paid as grants, while larger 
sums most often flow through contractual arrangements. 

                                            
2 Local Government and Communities Committee Official Report 10 June 2009 
3 www.scvo.org.uk/scvocms/images/Statistics%202007%20-%20finished%20pdf.pdf 
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9. In the Fairer Funding Statement, SCVO has set out a suite of proposals 
that would improve the funding of third sector organisations jointly with the 
Scottish Trades Union Congress, Community Care Providers Scotland, 
UNITE/TGWU and UNISON Scotland (see Appendix 1)4. This statement sets 
out a number of ways in which government, and particularly local authorities 
could ensure a fairer funding arrangement for third sector organisations.  
 
Contracts and the commissioning process 
 
10. Scotland’s third sector is a major provider of commissioned services to 
local government. These include very substantial provision of social care, 
rehabilitation services for drug and alcohol users and employment initiatives.  
 
11. Contract funding is often used for those organisations providing core local 
government services. SCVO considers contract funding to include 
mechanisms such as Service Level Agreements. 
 
12. The third sector has a number of observations to make on the nature of 
contract funding: 
 
Tendering 
 
13. Tendering is a popular mechanism used by local authorities to allocate 
contracts. All too often this constitutes the totality of the process. The best 
interests of the service users, as well as the contract delivery organisations 
are better served by a full commissioning process. This should cover the 
following steps: 

1. Identification of what service is needed, and consultation with service 
users (where applicable) on the nature of the service; 

2. Assessment of whether the current provider should be replaced; 
3. Creation of a service specification for tender (this should include 

possible service providers); 
4. Advertisement of tender; 
5. Assessment of tender on quality and cost grounds; 
6. Award of tender. 

 
14. Local authorities should ensure that third sector organisations are 
invited/able to participate in procurement activity linked to commissioning 
strategy, such as invitations to tender. 
 
15. Authorities will also undertake to ensure that their procurement policies 
and procedures are appropriate to the service under consideration.  This is a 
particular concern for third sector organisations in the area of services for 
vulnerable individuals (including community care services, services for 
homeless people, services for children and families, etc), where procurement 
policies and procedures require to be particularly sensitive to service 
considerations.  For example: 

                                            
4 www.scvo.org.uk/fairerfunding 
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• The quality of services to be procured, and their consonance with 
relevant public service policy imperatives regarding user choice, 
control, involvement and personalisation, should not be put at risk 
from procedures dominated by cost considerations; 

• The risks to all stakeholders – including service users and service 
providers – should be thoroughly assessed before procurement 
plans are signed off; 

• The risk of disruption to service continuity should be minimised; 
 
Re-tendering 
 
16. The re-tendering of existing services provided by third sector 
organisations is an increasingly frequent phenomenon. 
 
17. Re-tendering of existing third sector services is of significant concern 
because of: 

• Re-tendering is a costly process on both public sector budgets as 
well as the third sector. 

• The organisational damage to individual providers, and to the local 
market, from significant loss of business following re-tender;  

• The impact on the third sector workforce arising from loss of 
business and TUPE transfers both to other sectors and within the 
sector; 

• The potentially significant negative impact on people supported by 
services subject to re-tender where retendering is driven by cost-
cutting considerations at the expense of quality 

 
18. Local Authorities must recognise the risks and potential impact of re-
tendering. These authorities must also recognise that in making decisions 
about whether and when to re-tender services, the primary consideration 
should be that of Best Value, with the consequence that under-performing in-
house services should also be exposed to competitive challenge, not just 
those services subject to the strictures of procurement regulations regarding 
the letting of contracts to external providers. 
 
Length of contract: 
 
19. Three year minimum contracts have been effective in the better planning 
and delivery of services. Third sector organisations would welcome the 
introduction of a five year minimum as a way of ensuring stability as we 
understand is often the case in many areas of procurement contracts the 
private sector. It may be particularly pertinent for contracts to be longer where 
care to an individual is concerned. Provided that the service is being 
satisfactorily delivered, there is no reason to make a disruptive and difficult 
shift in the provision of care. 
 
E-bidding and reverse auctions 
 
20. Contracts should not be offered on the basis of e-bidding and reverse 
auctions. This is particularly the case where social care is concerned. The 

 8  

 



LGC/S3/09/21/1 

impression that contracts are given on the basis of cost is damaging to local 
authorities and the process itself is unlikely to deliver contracts on the basis of 
quality, not cost.  
 
Key points: 
 

• That tendering must be part of a commissioning process; 
• That contracts should be of a minimum of 3 years and that 5 years 

should be considered as a ay of delivering continuity of service; 
• That contracts in areas like social care should not be subjected to e-

bidding and reverse auctions; 
 

 
Grant funding  
 
21. Many, often smaller, third sector groups receive grants from local 
authorities to deliver services. These services may typically include after 
school clubs, small environmental projects and summer programs for children. 
Many small community and voluntary organisations in the third sector value 
local authority grants as a simple way to fund activities that deliver immediate 
and highly beneficial outcomes for the community. Most grants are of a value 
less than £100 000. 
 
22. There is a concern amongst many third sector organisations that grant 
funding is being replaced, either gradually, or as a matter of policy by contract 
funding. This is inappropriate in many cases because the value of grants 
would be outweighed by the cost of the contracting process, particularly 
where it involves competitive tendering.  
 
Key points: 

• That grant funding provides a simple and effective way for community 
and voluntary groups to fund small scale activities. 

• Grant funding is a valuable part of the recipe for delivering local 
priorities and must be sustained, rather than converted to contract 
funding.  

 
 
Conclusions: 
 
23. The Scottish third sector offers local authorities an effective way to invest 
in local social infrastructure, develop community cohesion and build very 
close user-engagement in the services they receive. The Third Sector can 
therefore offer a very effective way to maximize the impact of the public pound 
at a time of tightening finances. 
 
24. It is in the interest of local government to promote the role of the Third 
Sector in delivering public services. This paper highlights some of the key 
practices that need to be revisited to make best use of this opportunity, and is 
itself an elucidation of the points made in the fairer funding statement agreed 
between the voluntary organisations and trade unions.  
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APPENDIX 1: FAIR FUNDING FOR VOLUNTARY SECTOR SERVICES 

The Scottish Government has committed itself to improving Scotland’s public 
services by extending the role of the third sector.  

The Scottish Trades Union Congress, the Scottish Council for Voluntary 
Organisations, Community Care Providers Scotland, UNITE/TGWU and 
UNISON Scotland believe that the resolution of the issues below would 
maximise the benefits of such an extension for service users and staff while 
also meeting important commitments by the Scottish Government and local 
authorities to improving service quality and social justice. 

commitment by public sector purchasers to fund wages and conditions of 
employment for front line service workers in third sector providers at the same 
level as comparable workers in the public sector. 

Despite long standing commitments by Government in London and Edinburgh 
to fund public services provided by the third sector at full cost that remains the 
exception. The most damaging consequences of this failure are the difficulty 
third sector providers have in providing secure jobs for their front line workers 
and continuity for their service users. 

minimum five year contracts for third sector providers 

Five years is the minimum length for contracts if third sector providers are to 
provide the stability and quality of services that their vulnerable service users 
require. Many current contracts fall short even of the current officially 
recommended three years.  

agreement between public sector purchasers and third sector providers on the 
appropriate use of competitive tendering 

During the last six months, under the influence of European Union 
Procurement directives as interpreted by the Public Contracts(Scotland) 
Regulations 2006, a growing number of purchasers have introduced or 
announced an intention to introduce routine competitive retendering for 
service contracts. While purchasers must have a right to retender where there 
are problems with the delivery of a contract, routine retendering will 
destabilise services and provider organisations across the board, cause 
anxiety among vulnerable service users and their carers, and significantly 
increase transaction costs.  

training of public sector commissioners 

Too much of the public sector’s commissioning of services remains  

focused on a technically driven procurement process whose outcomes are 
determined by cost. If the Government’s ambitions for high quality 
personalised services are to be realised public sector commissioners must be 
familiar with the latest thinking and best practice on commissioning, in 
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particular around the role of users and their advocates in service design and 
the added value which third sector providers are able to contribute in 
cooperation with trades unions. 

Scottish Government Guidance on the Public Contracts (Scotland) 
Regulations 2006 

As a contribution towards the above outcomes the Government should issue 
Guidance on the Public Contracts (Scotland) Regulations 2006 highlighting 
the discretion available to public sector purchasers in their application of 
retendering and setting out the range of alternative methods for identifying the 
best value service option. 

Best Value Guidance 

The Best Value Guidance should also be refreshed to clarify the importance 
of balancing cost against effectiveness and quality including the 
personalisation of services and added value embracing the involvement of the 
carers and relatives of users and of the wider community including trades 
unions. 

National Contract Framework 

The above should be incorporated in a National Framework for Public Service 
Contracts agreed between the Government, purchasers and providers. The 
Framework would be a statement of the key principles of commissioning and 
funding required to secure and sustain a supply of high quality public services 
utilising the full potential of the third sector. 

The supporters of these proposals would welcome an early opportunity to 
discuss with the Government and service purchasers the means of delivering 
these outcomes. 

Scottish Trades Union Congress 
Scottish Council for Voluntary Organisations 
Community Care Providers Scotland 
TGWU/UNITE 
UNISON Scotland 
November 2007 
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SUBMISSION FROM DUNDEE COUNCIL, FALKIRK COUNCIL, HIGHLAND 
COUNCIL AND SOUTH AYRSHIRE COUNCIL 

 
 
What has been, and is likely to be, the main impact of the current 
recession on local authority finances?  
Context: The majority of council income derives from the Scottish Government 
(approximately 80%) via the local authority grant settlement.  The impact of 
the recession on the Scottish Block and local government grant settlements, 
with expected real term reductions arising from UK Budget 2009, will be very 
significant for local authority finances.  Furthermore, those funding sources 
which local authorities do have discretion and control over, are also directly 
impacted by the recession.  The impact on costs and services, detailed in the 
next question, further exacerbate the position. 
The following section summarises the main impact on finances available to 
support local authorities and their delivery of services. 

1. Revenue Grant support – 80% of local authority revenue funding is 
provided by the Scottish Government.  More challenging grant 
funding settlements, and the expectation of real terms reductions as a 
result of the recession, will have serious implications for local 
authority finances and the delivery of services. 

 
2. Council tax income – the recession will impact on council tax income 

in two respects; (i) a decrease in the level of payment in absolute 
terms or a delay in payment i.e. greater level of bad debt, (ii) decline 
in the number of new billable properties as a result of the decline in 
the housing market.  

 
3. Non domestic rate (NDR) income – as for council tax above, an 

increase in non-payment and a decline in the number of billable 
properties will impact on income levels.  As NDR income is pooled 
nationally, this will be a contributory factor in the level of grant support 
referred to at 1 above. 

 
4. Charges levied for goods and services – the recession will have the 

following impact; (i) potential greater level of non-payment, (ii) 
specifically a decline in planning fee and building warrant income 
levels, and (iii) reduced scope to increase charges levied as a result 
of the recession and lower inflation levels. 

 
5. Council owned industrial and commercial property – greater number 

of rental voids, and arrangements with Companies experiencing 
financial difficulties. 

 
6. Capital receipts – decline in the volume and value of capital receipts 

generated from asset sales.  Decline in the level of developer 
contributions from new developments.  As a result, lower level of 
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income to support capital investment, with implications for major 
investment projects. 

 
In summary, there is pressure on almost every source of local authority 
finance at the present time. 
 
What will the current recession mean for the provision of local authority 
services and for local communities more generally?  
Context: The recession has the potential to have a ‘double hit’ on local 
authority finances.  Firstly, as described above, the potential for significant 
implications on local authority finances (funding).  Secondly, and in addition to 
the squeeze on finances, local authorities are also likely to see growing 
demand and expectations for services, and in some instances an increase in 
demand directly related to the recession.  With unemployment increasing and 
employment opportunities decreasing, key Council Services will be faced with 
increased demand. 
Services where demand will increase are as follows:- 

 Money advice services 
 Benefits 
 Welfare services 
 Support for children and families 
 Other Social Care services 
 Homelessness and housing services 
 Business advice and economic development services 

 
Whether these Services are provided directly by local authorities, or indirectly 
by other parties on behalf of local authorities, e.g. the third sector, there is 
likely to be a direct resource and financial impact to be provided for. 
In relation to communities generally, the recession has implications for levels 
of employment and community confidence.  In rural, fragile communities, the 
implication of job cuts can also be very significant for community 
sustainability, where great reliance can be placed on a particular employer or 
type of employment.  In urban communities, there is a greater prevalence of 
drug and alcohol abuse and greater service demand and intervention that is 
required.  In general there is likely to be a greater need to prioritise Services 
and where/how they are delivered. 
 

While coping with these financial implications emerging from the recession, 
the Council must of course deal with the range of other existing financial 
demands and implications, including:- 

 Delivering efficiency savings year on year. 
 Social Work service demands; demographics, child protection, 

community care, drug and alcohol abuse. 
 Education service demands; class sizes, school estate investment, 

school meals policy. 

 13  

 



LGC/S3/09/21/1 

 Equal pay and single status. 
 Rising Pension costs. 
 Fuel and energy costs, including implications of climate change and 

carbon reduction commitments. 
 
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?  
Context: Most local authorities have developed their own local action plans in 
response to the economic downturn.  The main mechanisms available to local 
authorities are:- 

1. Community planning and partnership / community leadership to 
ensure we work together with partners to achieve outcomes including 
sustainable economic growth. 

 
2. Acceleration of capital investment to support the construction/building 

sector, and deliver asset improvements. 
 
3. Advice and support for businesses through the Business Gateway. 
 
4. Expansion and promotion of money advice, welfare and benefits 

Services to the community. 
 
5. Supporting people into work through improving and expanding 

employment services delivered and supported by the Council e.g. 
training opportunities, access to work, supporting employers, social 
enterprise, supporting apprenticeships within the Council workforce. 

 
6. Prompt payment of invoices to suppliers to assist with their cash flow. 
 
7. Re-prioritising services in light of new financial outlook. 
 
8. Supporting businesses through accepting longer-term, more flexible 

arrangements for repayment of non-domestic rates. 
 
Local Authorities are taking forward action plans to ensure progress across 
the priorities identified locally. 
 
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?  
Context: The Scottish Government has already taken steps to accelerate 
capital investment into 2009/10.  While this is welcomed, steps must be taken 
to avoid a decline in capital spending in subsequent years.  Capital support in 
2010/11 and beyond is expected to significantly decline as a result of the 
‘payback’ of 2009/10 accelerated capital grant, and the expected reduction in 
capital support due to the recession and implications for the Scottish Block.   
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The Scottish Government should therefore consider action to ensure levels of 
current capital investment are maintained beyond 2009/10. 
Further actions the Scottish Government could take include:- 
 Clarification of future grant settlements as early as possible, to allow 

local authorities to plan for the funding they are notified of. 
 
 Maximum flexibility in how local authorities use existing resources, for 

example ability to capitalise equal pay and early retirement/redundancy 
costs. 

 
 Reviewing the current freeze on council tax.  This measure may not be 

sustainable and reduces the flexibility to local authorities in relation to 
generation of funding, and puts added pressure on the grant settlement 
which is providing funding to local authorities in lieu of increasing council 
tax.  Extending the council tax freeze will require additional funding to be 
allocated by the Scottish Government, which will in turn lead to higher 
levels of efficiency saving required and additional pressure on pay 
awards to maintain service levels. 

 
 Continuing the ‘pay freeze’ in place for Scottish Government 

Departments and Agencies in 2009/10, and extending that message in 
order that it can influence pay demands and settlements across the 
whole of the public sector.  Leading by example in terms of pay restraint. 

 
 Accelerating the development of the Scottish Futures Trust and the role it 

could play in delivering and supporting capital investment.  Ministers 
published the strategic business case for the Scottish Futures Trust 
initiative on 20th May 2008 with a view to a new company being 
established to support the Trust in the summer of 2008. The SFT has yet 
to directly support or provide investment, thereby limiting options 
available to local authorities given the Scottish Government’s declared 
opposition to the use of PPP as a viable financing and delivery 
mechanism. 

 
 Providing improved and increase support for affordable housing.  While 

accelerated capital (AHIP) and new build funding for local authorities has 
been introduced, there remain significant barriers to the provision of 
affordable housing.  These could be overcome by (a) providing subsidy 
to local authorities for affordable housing on a par with that provided to 
registered social landlords (RSLs), (b) removing funding constraints that 
limit RSLs current levels of investment activity, and (c) by writing off HRA 
loan debt 

 
 Providing flexibility to local authorities in delivering Concordat 

commitments and Single Outcome Agreement targets.  While Councils 
(and partners) have signed up to deliverables, this was typically at a time 
prior to knowledge of the impact the recession was likely to have on 
public sector finances.  The range of outcomes, and timescale for 
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delivery, will have to be viewed flexibly given the financial outlook now 
faced. 

 
 Continuing the review of audit and scrutiny bodies, to reduce 

bureaucracy and duplication, and the scrutiny burden local authorities 
currently experience.  Continue to review the number of Non 
Departmental Public Bodies (NDPBs) to remove duplication and also 
improve efficiency. 

 Provision of match funding to support EU programmes. 
 
 
What are likely to be the longer term demands and cost pressures on 
local authority services?  
Context: The impact of the recession is expected to have implications for 
public sector spending and local authority grant settlements for a period of up 
to 10 years.  As described in response to the first question, given that 
approximately 80% of local authority funding comes from the Scottish 
Government, the financial outlook over the medium to long term is very 
challenging. 
Over the medium to long term, local authorities can expect the following key 
cost pressures and drivers:- 
 Increasing expectations and demand, generally across services. 

 
 Increasing elderly population, and in particular the very old with greater 

demand for specialist and intensive service provision. 
 
 Increasing demand for individual care packages for social care. 

 
 Increasing number of placements for looked after children, and 

exceptionally high placement costs in out of authority facilities to cater for 
their needs. 

 
 Increasing demand for social housing, and increased number of 

homeless cases. 
 
 Increased cost pressures to respond to climate change and 

environmental targets e.g. increasing energy and fuel costs, increasing 
landfill tax, financial implications from the introduction of carbon 
reduction commitment and carbon trading, greater need for flood 
prevention measures. 

 
 Demographic implications for school budget provision, and the difficulties 

associated with addressing a range of associated issues, some of which 
are conflicting; decreasing school rolls in certain areas/Councils, but with 
real challenges in reducing costs as a result e.g. class size reduction 
targets.  In other areas/Councils increasing school rolls and roll 
pressures and the associated capital investment and operational 
pressures that result.  
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 Effect of cumulative year’s efficiency savings and reductions. 
 
 Impact of likely higher levels of inflation, pay awards and interest rates as 

the economy leaves recession. 
 
 Ongoing increase in pension costs. 
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SUBMISSION FROM UNISON 
 

Introduction 
UNISON Scotland has over 160,000 members in Scotland, over 100 000 of 
whom work in local government. We welcome the opportunity to provide 
evidence to the Scottish Parliament’s Local Government Committee in 
response to the inquiry into local government finance.  
 
Overview 
 
Public services in general and local government in particular are under 
pressure on a number of fronts. The economic crisis has raised demand for 
services at the same time as budget cuts and increased efficiency targets 
mean that fewer resources are available. There are already job losses and it 
is clear that there will be substantial cuts in jobs and services in the near 
future. Many seem to find this a cause for celebration. The current economic 
crisis has seen those who want to see public spending and taxes cut for 
ideological reasons claim that the public sector harms rather than supports 
the wider economy. There are daily attacks from think-tanks and 
organisations like to so-called Tax-Payers Alliance which get headline 
coverage in the media. They demand an end to so called feather bedded 
pensions, ridicule valuable jobs because of their titles, claim that highly paid 
public sector workers are overly protected from job cuts and repeat the 
economic myth that money spent on the public sector is waste. 
 
The economic crisis was not caused by the size of Scotland’s public sector 
and job losses in the public sector are not good for the economy. It only adds 
to the numbers of benefits’ claimants and reduces the number of taxpayers. 
UNISON Scotland believes that this is in fact the time to support the public 
sector to ensure our economy and society can get through the crisis as 
quickly as possible. 
 
Local Government Budgets 
 
Local Government budgets are under enormous pressure: income from land 
sales is falling because of the falling value of property/land; the recession also 
has an impact on family spending so revenue generating services are finding 
their income going down. Other services are experiencing an increase in 
demand and not just those who provide direct support to people suffering from 
job losses like welfare rights. People are making changes to their lives and 
turning to the public sector in a range of ways: Libraries are noting an upsurge 
in users for IT and books, people want allotments to grow their own food and 
news stories also seem to indicate that some are moving from private schools 
to the public sector.  
 
In addition, in Scotland, the council tax freeze, business rate cuts and the 
increased efficiency target have added to the problems leaving local 
government under increased financial pressures with less control over their 
finances. UNISON members are under pressure as job cuts and vacancy 
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freezes increase the workload of those left to cope with the increasing 
demand.  
 
All councils are involved in detailed discussions across departments about 
how to cope with these financial pressures. While there are few decisions 
made yet it is clear to our members that further cuts are on the way and 
substantial job losses are feared.  This plus the attacks of the public sector in 
general are generating fear and uncertainty so further increasing the pressure 
that members are under. 
 
Scottish Government figures indicate that there are 6700 less people working 
in local government than 2 years ago. This is a substantial job loss. If these 
people were all made redundant by a private employer there would be 
demands for swift government action. Instead in some places this is seen as a 
cause for celebration. Imagine if the job losses at Diageo were met with praise 
for the companies improved efficiency and commitment to value for money 
instead of the welcome support from media and politicians that they have in 
fact received. This is what our members are experiencing daily.  
 
While so far there have been no mass redundancies in local government’s 
own figures show that jobs are being lost.  The information we have from 
branches shows that jobs are temporary contracts are no longer being 
renewed and vacancies are no longer being filled. This has a clear impact on 
service delivery and increases the workloads of those left behind to pick up 
the slack.  
 
Scottish authorities are in the planning/discussion phase so a clear picture of 
the position across Scotland has yet to emerge. Some examples include. 
 
The problems in Aberdeen City have had a great deal of coverage, including 
at least 200 teaching assistant posts being cut. The council reported 478 FTE 
job cuts in an earlier submission to Parliament finance committee.  
 
Dumfries and Galloway council has not yet indicated that there will be job 
cuts but they are in the process of “reviewing vacancies” and few posts are 
being re-advertised. 
 
The East Ayrshire council submission to the Finance Committee indicates 
that they expect to be making cuts in region of £6-10 million. 
 
Highland Council plans cuts of £20 million next year and around £80million 
over 3 years.  
 
Glasgow is drawing up plans for a 2.5% budget cut across all departments; it 
is as yet unclear how this will be achieved. 
 
 Inverclyde plans include the loss of 153 FTE posts over 2 years due to cuts 
of £8.759m. 
 

 19  

 



LGC/S3/09/21/1 

North Ayrshire has a vacancy moratorium while they work out detailed plans 
to meet £8m in “efficiencies” and almost £6m in cuts.  
 
South Lanarkshire Council is planning a number of savings across all 
areas. While they are currently at discussion stage in most areas there are 
some concrete proposals: following review of management structures 100 
posts are to go; there will be reductions in frontline staff in the Home Support 
Partnership within Education Services and reduction of staff within Benefits 
and Revenue staff who deal with advice to claimants and tenants. 
 
In South Ayrshire there are plans to cut around 200 jobs.  
 
Stirling Council is planning to cut 30-50 administrative posts and 120 
management/supervisory jobs and are freezing all vacancies.  
 
Community and Voluntary Sector 
 
The impact of the budget pressures goes beyond the services that local 
government delivers directly. Many third sector organisations provide services 
having tendered for local government funding. Their overall budgets are being 
squeezed by the recession and are under pressure to cut costs in order to 
retain the delivery contracts. Providers of learning disability services have 
been asked by Glasgow City council to accept a funding cut of 7.5% in this 
year. Many charities already cross subsidise service delivery contracts from 
other funding streams. They have little room to manoeuvre without cutting 
services. In social care staff costs account for 75-80% of spending and 
therefore the only way to save money is to cut jobs or terms and conditions. 
Increasingly already low paid staff are being asked to do more for less. One 
large Scottish charity has served notice to over 2000 staff of their intention to 
dismiss and re-engage on inferior contract. UNISON is calling for a Fair 
Funding Charter to protect staff and service users. The charter calls for public 
sector to fund organisations sufficiently to ensure that staff can be employed 
on the same term and conductions as public sector staff and an improved 
contracting regime based on contracts of a minimum of 5 years.  
 
 Conclusion 
 
Local government finances are coming under enormous pressure. Budget 
cuts are already impacting on service delivery particularly in the voluntary 
sector. It is also clear that the situation is getting worse rather than improving.  
Local Government and the third sector are experiencing the slow pain of 
“death by a thousand cuts”. While this is not headline grabbing the impact on 
the services they provide and the people who deliver them will be significant.  
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SUBMISSION FROM VOLUNTARY ACTION SCOTLAND 
 

Introduction 
 
Voluntary Action Scotland (VAS) is the new national body representing the 
interests of the CVS (council for the voluntary sector/service) network and 
supporting the emergence of Third Sector interfaces.  The CVS network 
consists of 56 independent, locally-governed organisations which support, 
develop and represent community and voluntary sector organisations across 
all rural and urban communities in Scotland.   
 
The CVS Network has a combined membership of thousands of organisations 
ranging from community-based, volunteer driven self-help organisations to 
large multi-million pound organisations employing many hundreds of people.  
The network is in contact with the overwhelming majority of the organisations 
in our sector, a sector which consists of more than 45,000 organisations 
turning over £4.1 billion, managing £8.6 billion in assets, employing 130,000 
paid staff and engaging 1.3 million adult volunteers. 
 
The work CsVS do locally with groups and networks across all thematic 
interests means we are very well placed to report accurately on current issues 
affecting our sector. 
 
VAS welcomes the opportunity to submit written evidence on our thoughts 
and experiences of the current economic situation to the Local Government 
and Communities Committee. 
 
Impact of the Current Economic Situation on the Third Sector  
 
There is no doubt that the current economic situation is already having a 
major, negative impact on the Third Sector in Scotland.  It is clear this will 
continue, and be exacerbated by the well-trailed reduction in public sector 
funding from 2010 onwards.  
 
The direct, adverse impact of  the global economic downturn on the third 
sector are many and varied,  these include: loss of self-generated and trading 
income,  reduced reserves;  banks are less ready to lend money, and provide 
overdraft facilities;  many organisations have  lost significant levels of 
investment income and bank interest which they previously relied on to fund 
service development, R & D and community benefit activities; others have 
faced reductions in  public donations and a major drop in private sector 
sponsorship.  
 
Overall there is less funding available by way of grants from trusts and 
foundations, and greater competition for these scarce resources. Across 
Scotland there is a steady flow of mergers while others organisations are 
closing down, resulting in skilled staff  being made redundant volunteers being 
disengaged and communities no longer benefitting from effective local service 
delivery.     
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Many of the small local organisations are vulnerable, starting from an already 
weak base, annually funded, on standstill incomes, with no reserves. Others 
in our sector have been dipping into their reserves for years to continue to 
deliver high quality services but are finding it increasingly hard to continue to 
do so; some have ceased  to tender for contracts altogether because of the 
costs and risks involved.   
 
Loss of funding streams like Supporting People,  lack of access to European 
funding and removal of ring-fenced funding which the sector was highly 
successful in accessing, have all created a more competitive funding 
environment.   Changes to policy and priorities as a result of ongoing public 
sector reform have compounded uncertainty, as had the sheer speed and 
scale of public sector reforms.   
 
All is certainly not doom and gloom; some new community-based and social 
enterprise initiatives - particularly around the environment, land and energy - 
are performing well; it is the more ‘traditional’ areas such as care services, 
community learning, youth-work and community arts where the attrition rate 
appears to be highest.   
 
Alongside challenging economic conditions, many parts of the sector – 
particularly those providing front-line and lifeline services – are also facing 
increased demand for their services, which they are struggling to meet.   
 
The third sector is, in general terms robust, and historically has survived many 
societal changes and global influences; indeed it has often led in the change 
process   
 
Like our public sector partners we are being challenged to find ways to be 
creative and innovative to maximise our effectiveness and efficiency in times 
of scarce and reducing resources.    
 
Scotland’s CVS network is working alongside other agencies to play a positive 
role in promoting and supporting best practice in areas such as good 
governance and risk management, is encouraging a more business like 
approach, is helping organisations seek out efficiencies and economies of 
scale, access funding, bid for contracts, and work collectively in consortia, to 
seek to improve the sustainability of third sector activity,  
 
This work could be greatly accelerated if there were far greater local access to 
specific funds and resources earmarked to help organisations fund 
restructuring, manage change processes, and invest in skills development.  
 
The Third Sector’s contribution to economic prosperity and ‘healthy’ 
communities  
 
The Third Sector already plays a critical role in all aspects of modern life in 
Scotland, and contributes significantly to the achievement of Scottish 
Government and UK Government targets and outcomes.    
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Our sector has a key role to play in any economic recovery, particularly in the 
field of employability and active citizenship, but also more generally in 
supporting community cohesion, health and wellbeing.    Third sector 
organisations are already providing vital services for people most affected by 
the recession and are increasingly focusing their resources to provide 
information, advice, guidance and training to help them back into jobs where 
this is possible, or into meaningful volunteering opportunities where this is 
more relevant, and to alleviate the negative health impacts of recession on 
individuals, families and communities.  
 
The Volunteer Centre (VC) network reports a notable rise in the use of, and 
supply of volunteers, as people who are unfamiliar with being out of work seek 
to continue to remain active, keep their skills current and contribute to society.  
Volunteer Development Scotland and the VC network recently secured a 
Volunteering Options contract with the DWP to use volunteering as a way to 
help people move closer to the job market.   
 
Also recently, SCVO led a very successful consortium bid to the DWP’s 
Future Jobs Fund to help young people who are further from the job market 
get meaningful, supported work placements in the Third Sector in a 
sustainable way that delivers community benefit.  CsVS are also working 
closely with Local Authorities to deliver more Future Jobs and Modern 
Apprenticeships opportunities.   
 
Scotland’s people face particular challenges in rural areas where population is 
more dispersed and travel costs are a significant barrier to accessing 
services.  In our urban communities our concentrated areas of deprivation 
present other challenges in terms of the number of people who require access 
to services and the public sector’s ability to meet that demand. 
 
Oftentimes, when the public sector doesn’t have the resources, capacity or 
expertise they signpost or refer to third sector organisations.  The assumption 
is that the third sector will always act as a safety net and soak up increased 
demand; this is currently being tested to the limit. Organisations are stating 
clearly that they cannot continue to service an increasing customer base on 
reducing funding packages and need to be properly resourced. 
 
As a financial crisis continues or deepens, third sector organisations are being 
forced to meet demand in a reactive manner and pre-emptive or early 
intervention work and developmental activity is becoming increasingly difficult, 
and in many cases is ceasing altogether, stifling creativity and innovation. 
 
Funding from Local Government and Community Planning partners 
 
For many organisations in our sector, the local authority is a key partner in the 
delivery of public services to some of our most disadvantaged citizens and 
communities.   
 
It is also a key funder, and this can create uncertainty, especially when public 
sector agencies have moved very quickly from grant-funding to 

 23  

 



LGC/S3/09/21/1 

commissioning, putting new commissioning and procurement systems in 
place, often in short timescales, and frequently without consultation or 
‘proofing’ for their impact on the third sector, and without supporting the sector 
through any transitional phase.   
 
The application of national procurement guidance and legislation is variable 
across the country and across agencies, which makes it difficult for 
organisations to compete fairly in some areas.  Inexperienced commissioners, 
under severe financial pressures, are still often equating best value with low 
cost and have been risk averse, favouring larger contractors at the expense of 
smaller, more local service delivery and healthy competition. 
 
The impact of the economic situation for local authority budgets from 2009/10 
onwards is predicted to be severe and has the potential to have a devastating 
effect on the availability and range of local third sector services fighting 
poverty and inequality, and supporting health and wellbeing.  From previous 
recessions we know that making short term savings on non-statutory services 
is attractive but compounds problems downstream.  
 
The removal of much of the ring-fenced funding sources was intended to 
increase flexibility to meet local need, and has certainly done so.  It has 
however also had a knock-on, negative effect on key specialist areas, where 
expertise built up over years has been lost, when funds have been diverted 
away from specialist services to fund different priorities.  
 
The removal of ring-fencing of Fairer Scotland Fund (FSF) in March 2010  
poses still more concerns, as does the position, now being openly articulated 
by public agencies, that public sector cuts of up to £1 billion will mean that 
only statutory services are funded, leaving communities without important 
social, environmental, cultural and sporting opportunities.  
 
Maximising the partnership contribution of the Third Sector  
 
There are positive messages about the sector’s place in society and 
community.  Within the Scottish Parliament and Scottish Government there is 
strong recognition of the transformational role that the third sector is able to 
play and its immense contribution in building strong communities and 
supporting active citizenship.  The Vision for the Voluntary Sector, Compact 
agreements, Social Enterprise Strategy, to name just a few, all point to an 
enhanced role for the sector in the national context. 
 
The third sector has benefited from a growing role in influencing policy and 
working in partnership to improve outcomes for local communities.  In a very 
positive development, across some, but not all, parts of Scotland the Sector is 
now represented at the top tables in Community Planning Partnerships 
(CPPs) and is  shaping Single Outcome Agreements (SOAs) to reflect the 
needs and priorities of our communities and citizens, particularly those 
considered hardest to reach.   
 
The Scottish Government’s Third Sector Division is actively pursuing a 
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localism agenda to ensure the third sector can meaningfully interface, or 
engage, with the CPP.  Greater collaboration in our sector, and with public 
sector partners to deliver efficient and effective public services is something 
which VAS strongly supports.   
 
The SOA process with its focus on high level, shared objectives, is an 
opportunity to focus the collective resources and influence of partners to 
tackle the local needs in a partnership approach.   The third sector is very 
keen to play a strong part in SOA development and delivery, and to ensure its 
work is woven into the SOA and is focused on agreed outcomes,  at the same 
time avoiding a position where only that which the SOA contains is funded 
and supported by community planning partners. 
 
The third sector across Scotland is about community cohesion and capacity 
building, active citizenship and better outcomes for our communities and 
citizens.  A strong sector, supported by a strong infrastructure, is critical for 
the success of Scotland.   
 
We need to ensure that in a difficult financial climate we continue to find the 
resources needed to support the third sector in Scotland. 
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	APPENDIX 1: FAIR FUNDING FOR VOLUNTARY SECTOR SERVICES 
	The Scottish Government has committed itself to improving Scotland’s public services by extending the role of the third sector.  
	The Scottish Trades Union Congress, the Scottish Council for Voluntary Organisations, Community Care Providers Scotland, UNITE/TGWU and UNISON Scotland believe that the resolution of the issues below would maximise the benefits of such an extension for service users and staff while also meeting important commitments by the Scottish Government and local authorities to improving service quality and social justice. 
	commitment by public sector purchasers to fund wages and conditions of employment for front line service workers in third sector providers at the same level as comparable workers in the public sector. 
	Despite long standing commitments by Government in London and Edinburgh to fund public services provided by the third sector at full cost that remains the exception. The most damaging consequences of this failure are the difficulty third sector providers have in providing secure jobs for their front line workers and continuity for their service users. 
	minimum five year contracts for third sector providers 
	Five years is the minimum length for contracts if third sector providers are to provide the stability and quality of services that their vulnerable service users require. Many current contracts fall short even of the current officially recommended three years.  
	agreement between public sector purchasers and third sector providers on the appropriate use of competitive tendering 
	During the last six months, under the influence of European Union Procurement directives as interpreted by the Public Contracts(Scotland) Regulations 2006, a growing number of purchasers have introduced or announced an intention to introduce routine competitive retendering for service contracts. While purchasers must have a right to retender where there are problems with the delivery of a contract, routine retendering will destabilise services and provider organisations across the board, cause anxiety among vulnerable service users and their carers, and significantly increase transaction costs.  
	training of public sector commissioners 
	Too much of the public sector’s commissioning of services remains  
	focused on a technically driven procurement process whose outcomes are determined by cost. If the Government’s ambitions for high quality personalised services are to be realised public sector commissioners must be familiar with the latest thinking and best practice on commissioning, in particular around the role of users and their advocates in service design and the added value which third sector providers are able to contribute in cooperation with trades unions. 
	Scottish Government Guidance on the Public Contracts (Scotland) Regulations 2006 
	As a contribution towards the above outcomes the Government should issue Guidance on the Public Contracts (Scotland) Regulations 2006 highlighting the discretion available to public sector purchasers in their application of retendering and setting out the range of alternative methods for identifying the best value service option. 
	Best Value Guidance 
	The Best Value Guidance should also be refreshed to clarify the importance of balancing cost against effectiveness and quality including the personalisation of services and added value embracing the involvement of the carers and relatives of users and of the wider community including trades unions. 
	National Contract Framework 
	The above should be incorporated in a National Framework for Public Service Contracts agreed between the Government, purchasers and providers. The Framework would be a statement of the key principles of commissioning and funding required to secure and sustain a supply of high quality public services utilising the full potential of the third sector. 
	The supporters of these proposals would welcome an early opportunity to discuss with the Government and service purchasers the means of delivering these outcomes. 
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