
 

                                                                                                          
AGENDA ITEM NO.     4                                     

    
 Report To: The Inverclyde Council

   
Date:       14 December 2010  

 Report By: Chief Financial Officer             Report No: FIN/79/10/AP/GJ  
   
 Contact Officer: Alan Puckrin    Contact No:   01475 712223  
   
 Subject: Inverclyde Council’s 2011/13 Revenue Budget  

 
 

   
   

1.0 PURPOSE  
   

1.1 The purpose of this report is to provide the Council with an update relating to the 2011/13 
Budget and to seek decisions from the Council on the number of matters. 

 

   
   

2.0 SUMMARY  
   

2.1 The Scottish Government announced the 2011/12 Budget on 17th November.  Whilst this 
budget requires to be formally approved by the Parliament it does provide further 
information which the Council needs to consider. 

 

   
2.2 The headline figures in the Scottish Government are that the budget proposed covers a one 

year period only and Local Government is scheduled to receive a cash cut of 2.6% in its 
Revenue Funding and a 17.9% reduction in Capital Resources compared with 2010/11.  
Overall this represents a reduction in resources of 3.7% as shown in Appendix 1.   

 

   
2.3 The cash reduction referred to in 2.2 above provides no funding towards various increasing 

demands on Council Budgets arising from inflation, legislative changes, demographic 
pressures and impacts arising from the Westminster Government’s comprehensive review.  
The Council requires to find an additional £5.7 million saving in 2011/12 to mitigate these 
matters. 

 

   
2.4 The Scottish Government Revenue settlement is in line with the estimated grant figures 

previously provided to Members via the Financial Strategy in both June and August of 2010 
but is dependent on the Council Leader on behalf of the Council signing up to a number of 
conditions which were covered in a letter jointly received from COSLA and the Scottish 
Government and attached in Appendix 2.   

 

   
2.5 Were the Council not to agree the conditions outlined in the letter then the Scottish 

Government have indicated that they will increase the cash reduction from 2.6% to 6.4% 
which would represent a further approximate £7.3 million reduction in the Council’s 2011/12 
Grant Settlement.   

 

   
2.6 Whilst how the Government would apply a reduction is not clear and continues to be 

discussed at a national level it is clear that a funding reduction of this order would be 
extremely difficult for the Council to contain.  It is the advice therefore of the Corporate 
Management Team that the Council should accept  the conditions but also specify the 
conditions under which this acceptance is given. 

 

   
   
   
   
   
   
   



2.7 The Council’s Base Budget for 2011/13 is finalised and shown in Appendix 3.  This 
highlights that Members require to find £6.4 million of savings after the application of 
savings already agreed by the Council during 2010 and deducting £6.5 million in respect of 
work stream savings still to be achieved over the next two financial years. 

 

   
2.8 The Council is recommended to approve a number of savings totalling £2.409 million 

contained in Appendix 4.  These savings were distributed to all Members on 23 November 
2010 and have been discussed with the individual political groupings.  The Corporate 
Management Team recommend that these savings are taken now in order that those 
savings with policy implications can be concentrated on after the Christmas break.  Were 
the Council to accept all the savings contained in Appendix 4 then the funding gap requiring 
to be closed post Christmas reduces to £4.0 million. 

 

   
2.9 Appendix 5 contains a summary of the expenditure Pressures identified by the Corporate 

Management Team covering the two year period 2011/13.  A provision of £3.5 million was 
included in the Financial Strategy for pressures arising over the two year period and the 
pressures identified are within this sum.  It is however recommended that the Council 
retains a contingency for unforeseen pressures, further changes in legislation or reductions 
in grant in order that any of these issues can be smoothed out within the two year budget 
without the need for the Council to seek further savings.  After taking this into account the 
amount allowed for pressure can reduce by £900,000 which further reduces the savings 
target.   

 

   
2.10 Within the Scottish Budget there was a 17.9% reduction in Capital Resources.  After taking 

into account the accelerated Capital which was due to be returned to the Council in 2011/12 
but is now no longer being so, then the Council is approximately £1.1 million worse off in 
Capital for 2011/12 than factored into the current Capital programme. 

 

   
2.11 Based on this information and estimating future Capital Settlements for 2012/13 and 

2013/14 it is recommended that as part of the budget setting process Members reduce the 
size of the current Capital Programme by £3 million net.  In the event that the Council do not 
reduce the size of the Capital Programme by this amount then a commensurate amount of 
Revenue Funding will require to be set aside to increase the level of Prudential Borrowing.   

 

   
2.12 The Joint Board Budgets for the Council are all due to be approved after the Christmas 

break and it is recommended that delegated authority be given to the Council’s 
representatives to agree the Joint Board’s requisitions provided they are within the 
parameters outlined in Section 11 of the report.  In summary it is expected that all Joint 
Boards will agree to a cash reduction in their requisitions with the exception of the 
Concessionary Travel Scheme where an increase in requisition of approximately £50,000 is 
expected  in 2011/12 following the extensive use of reserves by the Scheme over the last 
few years.   

 

   
2.13 Throughout recent months the Corporate Management Team have met with the Unions via 

the forum of the Joint Budget Group.  The Unions input has been extremely important in 
refining some of the saving proposals to ensure that employees are protected as far as 
possible and also to ensure effective communications with all the employees potentially 
impacted by the saving proposals.  This work will continue over coming months as the 
budget is agreed and thereafter delivered. 

 

   
   

3.0 RECOMMENDATIONS  
   

3.1 It is recommended that the Council note the position in respect of the Scottish Budget and 
the indicative settlement for the Council.   

 

   
   
   
   
   
   



3.2 It is recommended that the Council consider the joint letter from COSLA and the Scottish 
Government regarding the 2011/12 Budget Grant Settlement and thereafter decide whether 
to accept the Corporate Management Team’s advice that in light of the potential financial 
penalty for not agreeing to the conditions,  the Council Leader on behalf of the Council 
accept the conditions but on the basis of the Council’s conditions as set out in the note to be 
circulated separately in advance of the meeting. 

 

   
3.3 That the Council consider and approve all the savings recommended by the Corporate 

Management Team contained in Appendix 4 totalling £2.409 million. 
 

   
3.4 That the Council approve the budgetary pressures identified Corporate Management Team 

and agree in principle to the creation of the contingency for unforeseen pressures/further 
reductions in grant in 2012/13, the size of which will be approved at the February Council 
budget meeting. 

 

   
3.5 That the Council grant delegated authority to the representatives of the various Joint Boards 

to agree requisitions provided that they represent a reduction in Council contribution of at 
least the levels outlined in Section 11. 

 

   
3.6 That the Council note the need to remove approximately £3 million from the 2011/14 Capital 

Programme as part of the overall budget decision in February 2011.   
 

   
   
   
   
   
   
   
   

 
 
 
  Alan Puckrin 
  Chief Financial Officer



 
   

4.0 BACKGROUND  
   

4.1 The Council has previously agreed that it wishes to set a two year budget covering the 
period 2011/13 in February 2011.  In addition the Council already has a Capital 
Programme covering the period 2010/14 and has noted previous advice from the Chief 
Financial Officer that this may require review following announcement of the detailed 
budget settlement. 

 

   
4.2 All Members have received updates in respect of the latest budgetary position with 

briefings having taken place in June, August and November 2010.   
 

   
4.3 The Westminster Government announced the results of its Comprehensive Spending 

Review covering the period 2011/12 to 2014/15 in October 2010 and following this the 
Scottish Government announced its 2011/12 budget on 17 November 2010.   

 

   
   

5.0 OVERVIEW OF WESTMINSTER AND HOLYROOD FUNDING ANNOUNCEMENTS.  
   

5.1 Whilst overall the announcement from the Westminster Government was in line with the 
reductions in funding previously reported there were a number of impacts arising from 
the Comprehensive Spending Review which will have an impact on the Council’s budget 
in future years.  These matters largely relate to the welfare reform agenda and those 
which can currently be quantified are included in the budget pressures included later in 
this report.   

 

   
5.2 The Scottish budget announced on 17 November provided further clarity.  The Local 

Government share of the Scottish block was effectively retained at 34.5% and as a 
result it is proposed that Scottish Local Government receives a cash reduction in 
2011/12 of 2.6% (£287 million) and a Capital reduction of 17.9% (£151 million).  Overall 
this equates to a reduction of 3.7% on resources compared to 2010/11.  See Appendix 1  

 

   
5.3 The real term impact on Local Authority budgets is significantly greater than the 2.6% 

Revenue cash cut announced as this assumes Local Authorities will absorb all inflation 
pressures, legislative changes, impacts from the Westminster Comprehensive Spending 
Review and address all the previously reported demographic pressures especially 
around the areas of Social Care.  The total extra cost of these other factors is estimated 
to be £5.7 million in 2011/12. 

 

   
5.4 When all the above is taken into account then for 2011/12 alone the level of efficiencies, 

savings and extra income to be identified equates to approximately £10.4 million which 
is 5% of the Council’s annual spend. 

 

   
   

6.0 OTHER MATTERS ARISING FROM THE SCOTTISH GOVERNMENT BUDGET  
   

6.1 The Council will be aware that the Scottish Government Budget covers 2011/12 only 
albeit the Government had received figures from Westminster covering the period 
2011/15.  The absence of any more than one year’s figures does make it more 
challenging and uncertain for the Council to set a firm two year budget however the 
strong advice from the Chief Financial Officer and the Corporate Management Team is 
that for all the reasons previously explained around the advantages of medium term 
financial planning, delivery of savings and making best use of Officers and Member time 
then a two year budget should be set in February 2011.   

 

   
   
   
   
   
   



6.2 The second issue which was highlighted at the All Member briefing on 23 November 
2010 is that the Government’s proposed Grant Settlement for Local Authorities is 
dependent on all Local Authorities signing up to a number of conditions set out by the 
Government and discussed with COSLA.   The letter from COSLA and the Scottish 
Government to the Council Leader details the various conditions and is attached at 
Appendix 2. 

 

   
6.3 The financial implications of the Council not agreeing to the conditions contained in the 

letter are that the cut in Council funding in 2011/12 would be increased from 2.6% to 
6.4% which equates to a further reduction in Inverclyde Council’s funding of 
approximately £7.3 million. 

 

   
6.4 The Corporate Management Team have reviewed the conditions in the letter.  Overall 

the conclusion of the Corporate Management Team is that it will be possible for the 
Council to either fully meet the conditions contained in the letter or for the Council to 
meet its share of the overall national figure for other areas.  In addition the Corporate 
Management Team advise that the Council would find itself in extreme financial difficulty 
were it to have to forego another £7.3 million of Revenue funding in 2011/12 and as 
such the advice of the Corporate Management Team is that the Council Leader on 
behalf of the Council should accept the conditions by the deadline of 21 December 2010 
subject to the Council intimating certain conditions of its own.  These are set out in note 
which will be circulated to members in advance of the Council meeting. 

 

   
6.5 It should be noted however that discussions are still taking place between Local 

Authorities, COSLA and the Government regarding the legitimacy of the approach taken 
by the Scottish Government.  It is also not clear how the Government are going to 
measure some of the conditions they have set at a national level and what the 
implications are if one Authority does not agree to the conditions but the others do.   

 

   
   

7.0 2011/13 BASE BUDGET   
   

7.1 The Council’s Base Budget for 2011/13 has now been finalised and is attached at 
Appendix 3.  This confirms that after taking into account the latest information as 
regards the Scottish Budget, adjusting for savings already agreed by the Council in 
2010 and adjusting for further work stream savings totalling approximately £6.5 million 
which are yet to be implemented over 2011/13 then the funding gap requiring to be 
closed by Members through the review of the detailed saving lists is £6.4 million.   

 

   
   

8.0 SAVING PROPOSALS  
   

8.1 Appendix 4 contains a number of saving proposals developed by the Corporate 
Management Team and discussed with the Unions via the Joint Budget Group which it 
is recommended are approved by the Council as part of this report.   

 

   
8.2 The rationale for putting some savings forward now is that it removes a number of 

savings which could be described as operational and which Officers in partnership with 
the Unions can then proceed to implement.  This in turn allows Members to concentrate 
on those savings with policy/frontline service delivery implications after the Christmas 
break.   

 

   
8.3 It can be seen from Appendix 4 that the total value of the savings proposed over the two 

year period comes to £2.409 million which if all were agreed would reduce the savings 
target from £6.4 million to £4.0 million. 

 

   
   
   
   
   
   



9.0 BUDGET PRESSURES 2011/13  
   

9.1 Appendix 5 contains a summary of expenditure pressures identified by the Corporate 
Management Team.  The pressures are a combination of demographic budgetary 
pressures, legislative budgetary pressures, economic pressures and a number of local 
budgetary pressures where budgets require to be realigned with expenditure/income 
levels. 

 

   
9.2 In the Financial Strategy the Council allowed for £3.5 million of expenditure pressures 

over the period 2011/13 and it can be seen from Appendix 5 that the recommendations 
from the Corporate Management Team total approximately £2.60 million after allowing 
for a further contingency in 2012/13.  This creation of this contingency is strongly 
recommended to allow the Council to react to further unforeseen pressures, further 
changes in legislation or reductions in grant without the need for the Council to consider 
further non-efficiency savings during 2011/13.   

 

   
9.3 

 
 
 
 

9.4 

Were the Council to agree the recommendations contained in Appendix 5 then the 
balance of the £3.5 million ie £900,000 could be deducted from the £4.0 million savings 
yet to be achieved and leave a balance of approximately £3.10 million of savings to be 
agreed after the Christmas break. 
 
An overall calculation of the proposed 2011/13 budget position, if all matters covered in 
this report are approved, is shown in Appendix 6. 

 

   
   

10.0 CAPITAL  
   

10.1 As indicated earlier in the report the Scottish Government announced a 17.9% reduction 
in Capital Funding in 2011/12.  However this reduction does not take into account the 
fact that the Government was due to return £60 million to Scottish Local Government 
which had been used to accelerate Capital Projects in 2009/10.  When this matter is 
taken into account then the reduction in Capital Funding from 2010/11 is approximately 
25%.   

 

   
10.2 This level of reduction is significantly in excess of the amount previously estimated in 

setting the 2011/14 Capital Budget and leads to a funding shortfall of £1.1 million in the 
2011/12 Capital Programme alone.   

 

   
10.3 The Council are advised that various reports will be submitted to the relevant Service 

Committees in January 2011 for the Service Committees to consider in advance of the 
overall budget approval in February 2011. 

 

   
10.4 In the event the Council decides not to reduce the overall size of the Capital Programme 

by £3 million then extra Revenue Funding will require to be set aside to increase the 
level of Prudential Funding to support the Capital Programme. 

 

   
   

11.0 JOINT BOARDS BUDGETS  
   

11.1 The Budgets for the Police Joint Board, Fire & Rescue Joint Board, SPTA, 
Concessionary Fares and Renfrewshire Valuation Joint Board are due to be agreed 
from mid December to the end of January.   

 

   
11.2 

 
 
 
 
 
 
 

Overall it is anticipated that all Joint Boards with the exception of the Concessionary 
Travel Scheme will be reducing their requisitions by at least 2% from the levels charged 
in 2010/11.  The position in respect of the Concessionary Travel Scheme is that it has 
used a significant level of reserves over the last number of years in order to balance 
their budget.  These reserves are now running out and as such it is expected that the 
Council’s contribution to the Concessionary Travel Scheme will increase by 
approximately £50,000 in 2011/12.   
 

 



11.3 It is proposed therefore that the Council delegate to the Joint Board representatives to 
agree the 2011/12 requistions provided the proposed figures are no greater that the 
figures shown in 11.2.  The Chief Financial Officer will provide briefings to the relevant 
members in advance of the Board Budget Meetings. 

   
11.4 Were the Council to agree to approve this delegation of authority then an update on the 

Joint Boards Budget position will be presented to the Policy & Resources Committee on 
8 February 2011.   

 

   
   

12.0 LIAISON WITH THE UNIONS  
   

12.1 Throughout the budget process the Corporate Management Team have met with the 
Unions via the Joint Budget Group.  This forum continues to prove extremely useful with 
valuable input from the Unions in respect of modifying saving proposals, to minimise the 
impact on Council employees and as a sounding board for agreeing communications 
with employees. 

 

   
12.2 Meetings will continue to take place immediately after the Christmas break and also 

after the approval of the budget in February in order to ensure that the impact on 
employees is managed in a sensitive and effective manner. 

 

   
   

13.0 CONCLUSIONS  
   

13.1 Overall the announcements from the Westminster Government in October and the 
Scottish Government in November are in line with the estimated information previously 
given to Members.  The Council will receive a reduction in cash resources from the 
Government and the detailed figures are expected by mid-December.   

 

   
13.2 Subject to the Council agreeing the savings detailed in Appendix 4 and the expenditure 

pressures detailed in Appendix 5 then Members will be left with a funding gap for the 
2011/13 budget of approximately £3.10 million which requires to be closed by further 
savings or income generation proposals. 

 

   
13.3 The Council’s Capital Programme requires to be reduced by approximately £3 million 

and proposals in this regard need to be considered by the Council in February 2011 
albeit it there will be certain reports going to Service Committees in January in respect 
of specific Capital projects. 

 

   
13.4 Joint Boards Budgets will be agreed over December and January and the pragmatic 

approach would be to delegate authority to the Council’s representatives to agree the 
budgets and resultant requisitions provided they are within the parameters outlined in 
this report. 

 

   
   

14.0 CONSULTATION  
   

14.1 The report has been produced in full consultation with the Corporate Management 
Team. 

 

   
14.2 The report has been produced in full consultation with Trade Unions via the Joint Budget 

Group. 
 

   
14.3 The equality impacts of the proposals in this report have been reviewed by the 

Corporate Director Education & Communities. 
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