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 Introduction  

1. The City of Edinburgh Council welcomes the opportunity to contribute to the Committee’s 

Inquiry.    As with all local authorities in Scotland, the Council is seeking to reconcile 

increasing service demand (particularly as a result of demographic change) with an overall 

level of available resources that is reducing in real terms.  Being the local authority for the 

capital city, however, the Council faces a number of further challenges and expectations as 

Scotland emerges from the economic downturn.    

 

2. The extent of this challenge is most clearly illustrated by comparing expenditure demands 

expected to increase by around 15% between 2013/14 and 2017/18 to a level of income that 

is forecast, at best, to remain static over the same period.   There is therefore a need to go 

beyond incremental, efficiency-driven measures (although these are clearly still important) 

and consider more transformational options for service delivery, aligned to the Council’s 

priority outcomes. 

 

3. The Council’s short submission focuses primarily on financial aspects of local government 

flexibility and autonomy, commenting on (i) the extent to which the current system of local 

government funding supports the delivery of outcomes tailored to the needs of the city and 

(ii) recent improvements to the budget consultation and engagement process.  The 

submission is intended to complement comments made by the Head of Finance during his 

appearance at the Committee on 30 April.  Should any clarification be required on the 

contents, however, he would be pleased to provide further detail or clarification.   

 

Funding of local government  

 

4. While the immediacy of confronting significant, on-going annual savings requirements has 

made financial planning challenging for all councils, there have nonetheless been a number 

of helpful developments in recent years, including: 

 

 A substantial reduction in the extent of ring-fencing, reflected in the very low level 

of specific revenue and capital grants now contained within the Local Government 

Finance Settlement.  This has increased councils’ ability to target resources to where 

they can make the biggest difference in contributing to priority outcomes; 

 

 Subject to the timing and periods covered by UK Spending Reviews, three-year 

funding settlements, along with clearer identification of national priorities.  In recent 

years, this has been accompanied by consistent financial support in targeted areas, 

particularly in addressing the impacts upon councils and individuals of aspects of 

welfare reform; 

 



 A general move towards focusing on outputs and outcomes as opposed to inputs 

(although there remain some inherent contradictions in this area, both at national 

and local level – receipt of an authority’s full funding allocation through the Local 

Government Finance Settlement, for example, involves maintaining teacher 

numbers.  The Scottish Government has, however, acknowledged this anomaly and 

is seeking to identify suitable outcome-focused measures for future years);  

 

 A willingness to consider, and implement, a number of new funding mechanisms 

underpinned by the principle of incentivisation including the Business Rates 

Incentivisation Scheme (BRIS), Tax Increment Financing (TIF) and, most recently, the 

Regeneration Accelerator Model (RAM) for taking forward investment in the St. 

James Quarter in the city.  While at an early stage, the potential wider application of 

City Deals, whereby city regions assume additional powers in return for greater 

responsibility in the stimulation and supporting of economic growth, is also 

encouraging. 

 

Influence of structural and other changes on financial accountability  

 

5. In contrast to these developments empowering local authorities, the general direction over 

the past twenty or so years has, however, been for discretion over the scope and level of 

local taxation to be taken away from councils.  The Non-Domestic Rates poundage has been 

set nationally since 1990 and the advent of the Council Tax freeze policy, whereby local 

authorities receive additional funding equivalent to a three per cent increase on condition 

that they not then increase its level, could be seen to have left councils as a collection agent 

for central government.  Given that the level of General Revenue Grant funding is also 

determined centrally, councils are only able to retain an element of discretion over fees and 

charges income which accounts for just seven per cent of total funding.  This contrasts 

starkly with the position in many other European countries where more than half of total 

council income is determined locally.     

 

6. In overall resource availability terms, the relative certainty these arrangements bring could 

be seen as advantageous in the current period of relative austerity.  As a more general point 

of principle, however, they may alternatively be viewed as eroding councils' accountability 

to their citizens by removing the link between expenditure decisions and the funding of that 

expenditure.    The continuing freeze in Council Tax also reduces substantially councils’ 

ability to supplement their overall level of expenditure to invest in service priorities, where 

these are not able to be funded through revenue savings and/or additional income.   

 

7. There is furthermore a fine line between the drive for efficiency and a loss of local 

democratic control.  Over the past twenty-five years, a number of services, including water 

and sewerage, further education and, most recently, police and fire services, have been 

transferred out of local government’s jurisdiction.  While the benefits of greater efficiency 

are particularly compelling in the current climate, these advantages need to be offset 

against any actual (or perceived) loss of responsiveness.  There are instances of where this 

balance may not have been fully achieved.  



8. One of the principal recommendations of the Christie Commission was the need to integrate 

more effectively public services, redesigning them around the needs of the individual and 

not administrative convenience.  With this in mind, the current policy whereby health is 

afforded protection (in terms of its overall funding allocation) relative to its partner services 

in local government may be detrimental to promoting closer working.  A joint resource 

allocation for the combined service might be more effective in delivering the improved 

overall outcomes health and social care integration seeks to achieve.  More generally, as the 

CIPFA submission to the inquiry has highlighted, local government funding continues to be 

allocated largely on the basis of inputs rather than the outcomes it aims to promote.   

 

Budget approach within the Council  

 

9. Despite these difficulties, the Council has sought to tackle its budgetary challenges through a 

co-ordinated programme of actions through a “6 Ps” framework (people, property, 

procurement, processes, prevention and prioritisation).  While incremental savings are 

becoming increasingly difficult to identify, almost £175m of efficiency savings were delivered 

between 2006/07 and 2012/13, achieved at the same time as marked improvements in 

performance that saw the Council improve at a faster rate than any of its peer group.  More 

recently, the Council has explicitly adopted a priority-based budget framework and has 

made progress in aligning resources more closely to objectives and priority outcomes, 

although, as with central funding above, there is still a tendency in some cases to focus on 

more readily-measurable inputs than true outcomes.   

 

Budget engagement  

 

10. These changes in budget strategy have been accompanied by a revised approach to 

engaging with stakeholders through the budget process.  For the 2014/15 budget, a 

balanced set of proposals was issued in September 2013, earlier than ever before and 

allowing almost three months’ consultation and consideration.   Given comments received 

as part of the previous year’s exercise, more information on the totality of the Council’s 

spend was provided and while the number of responses through e-mail, online survey and 

social media remained modest, those that were received were, in the main, constructive and 

informed.   

 

11. The budget engagement process is now a continuous one and while social media, use of the 

website, leaflets and posters play a key role, in many cases, face-to-face contact is still 

preferred.  With this in mind, as part of this year’s process, elected members and senior 

managers were provided with a range of tools to engage directly with stakeholders.  

Although both the public events and consultation feedback were influenced by the views of 

a relatively small number of interest groups, through use of a range of channels, the 

communications and engagement activities nonetheless reached over 68,000 people.   

http://www.edinburgh.gov.uk/download/meetings/id/40611/item_71_-_revenue_and_capital_budget_framework
http://www.edinburgh.gov.uk/download/meetings/id/41920/item_77_-_budget_proposals_201415_overview_of_feedback_and_engagement
http://www.edinburgh.gov.uk/download/meetings/id/41920/item_77_-_budget_proposals_201415_overview_of_feedback_and_engagement

