
 

 

The Scottish Parliament and Scottish Parliament Infor mation C entre l ogos .  

Financial Scrutiny Unit Briefing 

Local Government Funding: 
Provisional Allocations for 2013-14 

07 December 2012 

12/74 

Allan Campbell 

This briefing sets out the Scottish Government’s plans for allocating £9.9billion to Scottish local 
authorities in 2013-14, including information on the timeline for final agreement of the 
allocations.  The briefing also sets out changes to local authority revenue budgets, on a “like for 
like” basis with 2012-13, following removal of police and fire functions from local authorities from 
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EXECUTIVE SUMMARY 

For financial year 2013-14, the total Scottish Government settlement to local authorities will be 
£9.904 billion.  Local authorities also receive some funding directly from the UK Government or 
European Union as well as council tax income and income from fees and charges. 

The total local government settlement for 2013-14 is substantially lower than the settlement for 
2013-14 that was originally set out in the 2012-13 Draft Budget and Spending Review.   

However, this can be explained by the transfer of responsibility for policing and the fire service 
from local government to the new Scottish Police Authority and the new Scottish Fire and 
Rescue Service.   

Excluding the police and fire monies from the 2012-13 budget in order to make like-for-like 
comparisons, results in a 0.2% cash terms decrease in the overall local government settlement, 
or a 2.2% decrease in real terms.  These figures are based on data supplied by the Scottish 
Government.  In order to provide as accurate “like for like” comparisons as possible, the 
Government has removed the same amount for police and fire spending from 2012-13 as has 
been removed from 2013-14.  However, these are not precise, accurate figures, as the true 
amount spent on police and fire in 2012-13 is not exactly the same as the amount removed in 
2013-14. 

In terms of the Scottish Government and COSLA agreement on delivering joint priorities for the 
period of the Scottish Spending Review, for 2013-14, the Cabinet Secretary outlined two 
specific commitments that local authorities must deliver to access the full amount of funding on 
offer in the settlement—  

 Freezing the council tax at 2012-13 levels, for which £70m has been allocated; and 

 Maintaining teacher numbers in line with pupil numbers and securing places for all 
probationers under the teacher induction scheme, for which £39m has been allocated. 

Estimates for Non-Domestic Rates Income (NDRI) for 2013-14 are the same as those set out in 
the Draft Budget 2013-14 and in the Local Government allocations for 2012-13 to 2014-15.  For 
2013-14, the government expects NDRI to be £2,435 million.   The Government also announced 
a range of initiatives around NDR, including the publication of a consultation paper on reform of 
the NDR regime, and a confirmation that the next revaluation of NDR will take place in 2017. 
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OVERVIEW OF LOCAL GOVERNMENT FUNDING 

LOCAL AUTHORITY FUNDING FOR 2013-14 

For financial year 2013-14, the total Scottish Government settlement to local authorities will be 
£9.904 billion.  Figure 1 shows the breakdown of this funding.  Local authorities also receive 
some funding directly from the UK Government or European Union as well as council tax 
income and income from fees and charges. 

Figure 1: Local Government settlement 2013-14    

 

Source: Scottish Government 2012b 

The total local government settlement for 2013-14 is substantially lower than the settlement for 
2013-14 that was originally set out in the 2012-13 Draft Budget and Spending Review.   

However, this can be explained by the transfer of responsibility for policing and the fire service 
from local government to the new Scottish Police Authority and the new Scottish Fire and 
Rescue Service.  The impact of these changes on the overall settlement is discussed in the 
Financial Scrutiny Unit (FSU) Briefing on Draft Budget 2013-14 (Financial Scrutiny Unit 2012).  
Tables from that briefing have been updated with the revised allocations in Local Government 
Finance Circular 5/2012 (Scottish Government 2012b) in Annex A to this briefing for ease of 
reference.  The key points to note are— 

 Excluding the police and fire monies from the 2012-13 budget in order to make like-for-
like comparisons, results in a 0.2% cash terms decrease in the overall local government 
settlement, or a 2.2% decrease in real terms. 
 

http://www.scottish.parliament.uk/parliamentarybusiness/54915.aspx
http://www.scotland.gov.uk/Topics/Government/local-government/17999/11203/LGFC-5-2012
http://www.scotland.gov.uk/Topics/Government/local-government/17999/11203/LGFC-5-2012
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 And, excluding the police and fire monies in this way means that the share of the overall 
budget falls by 0.2 percentage points. 

 

These figures are based on data supplied by the Scottish Government.  In order to provide as 
accurate “like for like” comparisons as possible, the Government has removed the same amount 
for police and fire spending from 2012-13 as has been removed from 2013-14.  However, these 
are not precise, accurate figures, as the true amount spent on police and fire in 2012-13 is not 
exactly the same as the amount removed in 2013-14. 

All real terms figures in this briefing have been calculated using the revised GDP deflators set 
out in HM Treasury’s Autumn Statement 2012 (HM Treasury 2012). These are (for 2012-
13/2013-14/2014-15) 2.5%/2.0%/2.0%. 

LOCAL GOVERNMENT SETTLEMENT FOR 2013-14: TIMELINE 

The timeline for agreement of the Local Government settlement for 2013-14 is set out below. 

 20 September 2012 – Draft Budget 2013-14 published, including allocations to Local 
Government.  The Cabinet Secretary for Finance, Employment and Sustainable Growth 
also wrote to COSLA on the same date, setting out the proposed terms of the settlement, 
including specific commitments sought from local authorities. 

 27 November 2012 – Local Government Finance Circular 5/2012 published, providing 
provisional revenue and capital allocations to all 32 local authorities for 2013-14. 

 7 January 2013 – Deadline for COSLA to respond to the Scottish Government on the 
provisional allocations set out in Circular 5/2012. 

 Early February 2013 – The Budget Bill for 2013-14 is expected to have completed its 
passage through the Parliament.  Soon after that (normally the next day), the 
Government will lay the Local Government Finance (Scotland) Order 2013, which sets 
out the formal allocations of the settlement for 2013-14, less the amount of holdback for 
the council tax freeze monies.   

 Mid-March 2013 – An amendment to the Local Government Finance (Scotland) Order 
2013 will be published, to pay out the council tax freeze monies to all those councils who 
have agreed budgeted in line with the terms of the settlement as set out the Cabinet 
Secretary’s letter of 20 September.  

SCOTTISH GOVERNMENT AND COSLA AGREEMENT 

Overall agreement 

SPICe Briefing 12/06 on the Local Government Allocations 2012-13 to 2014-15 (Lodge and 
Wakefield 2012) set out the terms of the Scottish Government and COSLA agreement on 
delivering joint priorities for the period of the Scottish Spending Review.  For 2013-14, the 
Cabinet Secretary outlined two specific commitments that local authorities must deliver to 
access the full amount of funding on offer in the settlement— 

 Freezing the council tax at 2012-13 levels, for which £70m has been allocated; and 

http://cdn.hm-treasury.gov.uk/autumn_statement_2012_complete.pdf
http://www.scottish.parliament.uk/parliamentarybusiness/46318.aspx
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 Maintaining teacher numbers in line with pupil numbers and securing places for all 
probationers under the teacher induction scheme, for which £39m has been allocated. 

Council tax freeze 

As noted above, the Scottish Government is providing an additional £70m of funding in 2013-14 
to freeze the council tax “at 2012-13 levels”.  However, since the freeze is based on 2007-08 
levels of council tax, and the Scottish Government has provided £70m to councils’ baseline 
allocations in each of the six years of the freeze, the Scottish Government has confirmed that 
the actual cost of the council tax freeze for 2013-14 is £420m.  In other words, £70m is the cost 
of freezing the council tax compared to not freezing it for one year, and £420m is the cost of 
freezing the council tax compared to not freezing it over a six year period (i.e. 2008-09 to 2013-
14). 

Table 1 below sets out the total cost of the freeze in each year since its introduction, to the end 
of the current Spending Review period. 

Table 1: Cost of the council tax freeze 

Financial year Cost per year (£m) 
 

2008-09 70 

2009-10 140 

2010-11 210 

2011-12 280 

2012-13 350 

2013-14 420 

2014-15 490 

Total 2008-09 to 2014-15 1960 

 
Source: FSU calculations, based on Scottish Government (2012b) 

NON-DOMESTIC RATES INCOME 

Estimates for Non-Domestic Rates Income (NDRI) for 2013-14 are the same as those set out in 
the Draft Budget 2013-14 and in the Local Government allocations for 2012-13 to 2014-15, 
discussed in SPICe Briefing 12/06 (Wakefield and Lodge 2012).  For 2013-14, the government 
expects NDRI to be £2,435 million.  SPICe Briefing 12/06 also discussed issues around the 
anticipated increase in NDRI across the period of the Scottish Spending Review. 

The Scottish Government guarantees the combined General Resource Grant and distributable 
NDRI funding to local authorities.  This means that if actual distributable NDRI exceeds the 
estimates set out in the budget, the General Resource Grant will be reduced by an equivalent 
amount.  On the other hand, if NDRI turns out to be lower than anticipated, the General 
Resource Grant will be increased by an equivalent amount.  In addition, under the Scottish 
Government’s “Business Rates Incentivisation Scheme”, any local authority that exceeds its 
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individual non domestic rate income target is able to retain a half share of the additional rates 
income generated.  

In Circular 5/2012, the Government also announced a range of initiatives around NDR, including 
the publication of a consultation paper (Scottish Government 2012c) on reform of the NDR 
regime, and a confirmation that the next revaluation of NDR will take place in 2017. 

HOW IS FUNDING ALLOCATED? 

Annex C to this briefing sets out the method of allocating funds to local authorities. 

  

http://www.scotland.gov.uk/Publications/2012/11/6551
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ALLOCATIONS FOR 2013-14 

PROVISIONAL REVENUE ALLOCATIONS 

Of the total £9,904m local government settlement, £9,396 is revenue funding of which £9,272m 
(or 98.7%) has been allocated with the distribution of the remainder to be allocated later. As 
noted in Circular 5/2012 and in the Cabinet Secretary’s statement to Parliament, because of the 
removal of police and fire functions from local government in 2013-14, it is not possible to make 
direct, precise comparisons with previously published allocations to individual local authorities.  
However, the Government has produced like for like tables, which are reproduced, together with 
real terms changes, in Annex B to this briefing.  But, these are only illustrative, and not exact 
comparisons, as the amount which local authorities are spending on police and fire in 2012-13 
is not exactly the same as has been removed in 2013-14.  Figure 2 below ranks each local 
authority’s real terms changes between 2012/13 and 2013/14 on this basis in percentage terms.   

Figure 2: Illustrative real terms changes in local authority allocations, 2012-13 to 2013-14, 
on “like for like” basis 
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PROVISIONAL CAPITAL ALLOCATIONS 

Although the Government has attempted to present local authority revenue budgets for 2013-14 
on a like for like basis with 2012-13, it has not done so for capital allocations due to the agreed 
reprofiling of the 2011 Spending Review capital allocations over a four year period 2012-16.  
Therefore, it is not possible to make like-for-like real terms calculations.  Table 5 in Annex B 
sets out the capital allocations in cash terms for 2013-14. 
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ANNEX A – RECONCILIATION OF LOCAL GOVERNMENT 
SETTLEMENT, FOLLOWING TRANSFER OF POLICE AND FIRE 
RESPONSIBILITIES 

This annex updates tables from the FSU Briefing on Draft Budget 2013-14.  Table 2 below 
reconciles the total local government settlement in Circular 5/2012 with previous allocations in 
the 2011 Spending Review and in the 2013-14 Draft Budget. 

Table 2: Local Government – changes from SR 2011 to Draft Budget 2013-14 and to Local 
Government Finance Circular 5/2012 

£m 
 

2013-14 

Local Government Budget allocation in SR 2011 11,108.1 

Revenue changes    

Transfer of policing responsibility -954.7 

Transfer of fire responsibility -274.8 

Transfer from DWP - Council tax reduction scheme 23.0 

Free Personal Care 3.0 

AME to DEL Specific Grant transfer -1.0 

Total revenue changes -1,204.5 

    

Capital changes   

Transfer of policing responsibility -14.8 

Transfer of fire responsibility -15.1 

Stage 3 budget bill increases 34.7 

Total capital changes 4.8 

    

Total revenue and capital changes -1,199.7 

    

Budget allocation after above changes 9,908.4 

Funding for Police Loan charges (see note 2 to Table 12.01 in Draft 
Budget) 

5.8 

    

Budget allocation in Draft Budget 2013-14 9,914.2 

    

Changes in Local Government settlement  

Digital Infrastructure - going to local authorities, but not in LG 
settlement 

-14.8 

Blue badge scheme 0.7 

Looked after children 1.5 

Family support 3.0 

Finalisation of police transfer* -0.9 

Local Government settlement 9,903.7 

*As noted in Circular 5/2012, the final amount of the police transfer is still to be finalised with 
local authorities, so this amount is subject to change. 
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Table 3: Local Government TME – cash and real terms like for like changes 

£m 
 

2012-13 2013-14 

 
Scottish Gov TME  33,958.4 34,190.5 

 
Local Gov TME - before Circular 5/2012 changes 11,485.4 11,462.8 

 
Local Gov as a % of Scottish Gov TME 33.8% 33.5% 

Balance of changes in Circular 5/2012  - same amount 
removed from 2012-13 as from 2013-14 -1,559.1 -1,559.1 

 
Local Gov revised allocations, as per Circular 5/2012 9,926.3 9,903.7 

Local Gov revised allocations, as per Circular 
5/2012, as a % of Scottish Gov TME 29.2% 29.0% 

Local Gov revised allocations, as per Circular 5/2012, 
real terms, 2012-13 prices 9,926.3 9709.5 

 
Annual real terms change, on like for like basis  -216.8 

 
Annual real terms change (%)  -2.2% 

 

Note: These are like-for-like changes based on data supplied by the Scottish Government.  In 
order to provide as accurate “like for like” comparisons as possible, the Government has 
removed the same amount for police and fire spending from 2012-13 as has been removed 
from 2013-14.  However, these are not precise, accurate figures, as the amount which local 
authorities are spending on police and fire in 2012-13 is not exactly the same as has been 
removed in 2013-14. 
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ANNEX B: REVENUE AND CAPITAL ALLOCATIONS 

Table 4: 2013-14 revenue allocations – cash and real terms 

Local Authority 2012-13 
Adjusted* 
(£m) 

2013-14 
Settlement 
(£m) 

2013 -14 
Real terms 
(2012-13 
prices) 
(£m) 

Real 
Terms 
Change 
(£m) 

Real terms  
Change 
(%) 

         

Aberdeen City 309.1 311.4 305.3 -3.9 -1.25% 

Aberdeenshire 388.1 390.8 383.1 -4.9 -1.27% 

Angus 192.0 193.0 189.2 -2.8 -1.46% 

Argyll & Bute 201.1 199.7 195.8 -5.3 -2.62% 

Clackmannanshire 88.8 89.8 88.1 -0.8 -0.86% 

Dumfries & Galloway 279.6 279.9 274.4 -5.2 -1.86% 

Dundee City 271.2 273.7 268.4 -2.8 -1.04% 

East Ayrshire 212.0 213.4 209.2 -2.8 -1.32% 

East Dunbartonshire 173.2 173.4 170.0 -3.2 -1.87% 

East Lothian 159.7 160.9 157.7 -1.9 -1.22% 

East Renfrewshire 168.9 168.2 164.9 -3.9 -2.33% 

Edinburgh, City of 704.9 707.5 693.6 -11.3 -1.61% 

Eilean Siar 103.3 102.5 100.4 -2.9 -2.79% 

Falkirk 261.6 264.2 259.0 -2.6 -0.99% 

Fife 595.6 601.1 589.3 -6.3 -1.05% 

Glasgow City 1178.6 1178.4 1155.3 -23.4 -1.98% 

Highland 433.5 435.7 427.1 -6.3 -1.46% 

Inverclyde 159.7 159.2 156.1 -3.6 -2.28% 

Midlothian 142.8 143.8 141.0 -1.8 -1.29% 

Moray 148.2 148.2 145.3 -2.9 -1.98% 

North Ayrshire 252.5 252.9 247.9 -4.6 -1.83% 

North Lanarkshire 591.1 590.3 578.7 -12.4 -2.09% 

Orkney 67.0 67.3 66.0 -1.0 -1.55% 

Perth & Kinross 233.6 236.2 231.6 -2.0 -0.84% 

Renfrewshire 295.1 294.0 288.3 -6.8 -2.32% 

Scottish Borders 196.9 197.7 193.9 -3.0 -1.53% 

Shetland 88.0 87.2 85.5 -2.5 -2.85% 

South Ayrshire 188.6 189.7 186.0 -2.6 -1.38% 

South Lanarkshire 533.5 537.1 526.6 -6.9 -1.30% 

Stirling 158.1 158.3 155.2 -2.9 -1.86% 

West Dunbartonshire 179.4 178.2 174.7 -4.7 -2.61% 

West Lothian 285.9 288.7 283.1 -2.9 -1.00% 

Scotland 9,241.7 9,272.3 9090.5 -151.1 -1.64% 

 

Note: These are like-for-like changes based on data supplied by the Scottish Government.  In 
order to provide as accurate “like for like” comparisons as possible, the Government has 
removed the same amount for police and fire spending from 2012-13 as has been removed 
from 2013-14.  However, these are not precise, accurate figures, as the amount which local 
authorities are spending on police and fire in 2012-13 is not exactly the same as has been 
removed in 2013-14. 
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Table 5: 2013-14 Capital Allocations – cash terms 

Local Authority 2012-13 total capital 
grants (£m) 

2013-14 total capital 
grants (£m) 

Aberdeen City 16.1 14.5 

Aberdeenshire 24.2 21.9 

Angus 9.1 8.2 

Argyll & Bute 9.9 9.0 

Clackmannanshire 4.1 3.7 

Dumfries & Galloway 13.6 12.4 

Dundee City 14.3 12.1 

East Ayrshire 8.0 6.5 

East Dunbartonshire 6.6 6.0 

East Lothian 10.0 6.7 

East Renfrewshire 16.0 5.1 

Edinburgh, City of 64.7 59.2 

EileanSiar 11.1 6.5 

Falkirk 9.5 8.6 

Fife 37.2 25.6 

Glasgow City 115.9 101.6 

Highland 31.5 25.6 

Inverclyde 9.5 7.2 

Midlothian 21.8 6.5 

Moray 27.1 34.3 

North Ayrshire 9.6 8.7 

North Lanarkshire 23.2 19.4 

Orkney 21.3 5.7 

Perth & Kinross 11.4 12.6 

Renfrewshire 12.5 11.4 

Scottish Borders 10.5 10.8 

Shetland 4.9 4.5 

South Ayrshire 8.0 7.2 

South Lanarkshire 23.7 19.2 

Stirling 8.2 6.5 

West Dunbartonshire 15.9 7.9 

West Lothian 11.4 10.4 

Undistributed - Councils 0.0 62.5 

Councils Total 620.7 568.0 

Fire Boards 16.4 0.0 

SPT 16.7 15.3 

Total 653.8 583.4 
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ANNEX C: HOW IS FUNDING ALLOCATED? 

FUNDING METHODOLOGY 

Local authority finance is split between revenue and capital expenditure.  The Scottish 
Government provides approximately 85% of local authority net revenue funding and the 
remainder is met largely from the council tax collection. 
 
Capital investment by local authorities is largely funded through prudential borrowing.  Local 
authorities can undertake capital investment “as long as their capital spending plans are 
prudent, affordable and sustainable” (Scottish Government 2012d).  In doing so they are 
required to comply with the CIPFA Prudential Code for Capital Finance. The Scottish 
Government supports the debt servicing costs of some local authority borrowing to fund capital 
investment (historical debt), leasing payments and a few approved early Public Private 
Partnership (PPP) projects. 
 
Revenue funding comprises three elements 

 General Revenue Grant  

 NDR income  

 Specific revenue grants  
 
The Scottish Government’s Public Finance Manual (Scottish Government 2012d) describes the 
current system of revenue funding allocations: 
 

“The total revenue funding is distributed between Scotland's 32 local authorities using a 
"needs-based" grant distribution system developed over many years through consultation 
between central and local government. The system recognises key factors which impact 
on councils' relative revenue expenditure needs. Grant distribution is calculated on the 
basis of councils' Total Estimated Expenditure (TEE), funded from both grant and local 
taxation. Councils' expenditure needs are split between expenditure on services and debt 
servicing (loan & leasing charges).” 
 

Revenue allocation is based on a complex distribution formula, set out in the Scottish 
Government’s Green Book on Grant Aided Expenditure (Scottish Government 2011d). The 
allocation is based on: 

 a range of regularly updated series of statistical measures, including for example 
population statistics and numbers of pupils 

 an assessment of costs of delivering services in different locations, for example the 
higher costs of some services in rural areas. 

 
The Scottish Government and COSLA joint review group was set up in 2008, following the 
introduction of the Concordat (Scottish Government 2007) which removed 60% of ring-fenced 
grants.  The Group made a number of specific recommendations, but concluded that “the 
existing distribution methodology, while perceived externally as being complex, not easily 
understood and open to misinterpretation, is deemed to be generally fair” (Scottish Government 
2011e). 
 
The Scottish Government supports local authority capital investment by the payment of specific 
ring-fenced capital grants and the payment of a general capital grant. The distribution of these 
grants is based upon a number of methodologies agreed between the Scottish Government and 
COSLA and reflecting the need for local authorities to make capital investment. 

http://www.scotland.gov.uk/Topics/Government/Finance/spfm/locgovfin
http://www.scotland.gov.uk/Topics/Statistics/18209/201112Settlement
http://www.scotland.gov.uk/Resource/Doc/933/0114190.pdf
http://www.scotland.gov.uk/Topics/Government/local-government/17999/CoreRevenueFunding/Revenue-Funding-Streams/Distribution-Review
http://www.scotland.gov.uk/Resource/Doc/923/0054147.pdf
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THE 85% FUNDING FLOOR 

Revenue calculations have included a ‘minimum floor’ arrangement for a number of years to 
ensure a minimum guaranteed increase in revenue funding to every local authority in years 
where the overall general revenue funding increases and conversely a maximum level of 
decrease when the overall total declines.  In addition to this, as part of Spending Review 2011, 
the Scottish Government’s 2012-13 to 2014-15 local government finance settlement includes a 
mechanism to ensure that no local authority received less that 85% of the Scottish average in 
revenue support. 
 
At a cost of £25 million per year over the next three years, the Government estimated as a 
result of Spending Review 2011 that the two councils directly benefitting, Aberdeen City Council 
and Edinburgh City Council, will see their revenue allocations per head of population rise to 85.5 
% of the Scottish average by receiving additional funding of £1.854m and £23.146m, 
respectively in 2013-14.  This was before the removal of the police and fire funding but as is 
standard practice 3 year settlements, including the floors, are not reopened during the period of 
the Spending Review except for additions or reductions in funding. 
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