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Submission from South Lanarkshire Council 
Pre-budget scrutiny 2021-22 

 
It needs to be recognised that the impact of the pandemic is at a scale that is 
unprecedented in modern times and the challenges this sets must be met. The costs 
being experienced by councils in their immediate reaction and then the recovery 
process from the pandemic, are significant, and to date, monies coming from the 
Central Governments are insufficient.  After 12 years of real time cuts, Local 
Government finance is already fragile and the costs of the pandemic are 
exacerbating the situation.  

Local Government budgets cannot continue to be reduced, while expecting more in 
service delivery.  This needs to be addressed. 

In order to address this, the priorities for the Scottish Budget in 2021-22 should be 
determined by three elements:  

 

1) Ensuring that people, communities, businesses and the public services that 
support them, are continued to be supported through the pandemic and 
through the coronavirus lockdown recovery phase.  It is clear that many of the 
impacts on individuals of the COVID-19 pandemic will be long lasting and 
require continued support.  For example, mental health issues have worsened 
during the lockdown and there is evidence to suggest that for some of those 
who have recovered from the virus, this recovery can be a long drawn out 
process. 
In this respect, the importance to the Council receiving at least the expected 
funding from the Mobilisation plan for the recovery and redesign of services 
cannot be under-estimated. The current estimate for costs incurred by the 
Council for services delegated to the Health and Social Care partnerships 
reported through the mobilisation plan is £23m.   If this funding is not 
reimbursed, the impact for the partnerships will be significant.   

 

 Apart from Social Care position, the Council expects a significant budget 
shortfall in the coming year, which is likely to have repercussions into next 
year and beyond.  Current projections are that the costs for the current year 
(2020/2021), including the cost of recovery plans, total upwards of £79 million.  
This is reduced to a budget shortfall of £29 million after taking into account the 
Government Grants received to date, the ability to recharge sunk Revenue 
costs to the Housing Revenue Account and the Council’s Capital Programme, 
as well as utilising budget for spend that the Council has not required to make.   

 

This early estimate also includes the costs of transporting pupils to school on 
a blended basis (£13 million).  These costs may not materialise to that level as 
they had been based on the increased requirement for transport as a result of 
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social distancing.  As schools do not now have the same restrictions, these 
transport costs are expected to reduce.   

 

If the Government do not fund the in-year shortfall, new fiscal flexibilities may 
need to be adopted including borrowing to fund revenue or delaying debt 
repayments.  Both have a financial consequence in future years that will then 
have to be funded.  Government assistance in meeting these costs is sought. 

 

2) Delivering the outcome of the work being undertaken by the various advisory 
groups established by the Scottish Government – in particular, the Advisory 
Group on Economic Recovery and the Social Renewal Advisory Group.  As 
the Scottish Government has stated it is important that the actions undertaken 
deliver a swift economic recovery and one that also ensures the Scottish 
economy will emerge stronger and more resilient as well as continuing to 
place Scotland on the path to a greener, net zero economy which promotes 
wellbeing, fairness and inclusion.  The Council supports the desire to “Build 
Back Better.”   
After the 2008-2009 Financial Crisis, in employment terms, the economic 
recovery was led by the retailing and hospitality sector – the two sectors most 
affected by the coronavirus lockdown and where the continuing public health 
measures limit their bounce back.   
The Council believes that the restarting of the economy is important in terms 
of its public health benefits as well as in providing the resources through 
taxation to help fund public services.  

3) Ensuring that councils have the ability to set and deliver priorities locally.    
 

In all of this, a key factor is when a vaccine is available for the virus and when this 
can be effectively delivered.  

The 2020-2021 Scottish Budget must show a continuing commitment to support 
individuals, communities and importantly, the public services they depend on, 
through the pandemic and into the recovery.  This support must be shown to 
businesses too.   

Support must be in the form of financial support for councils who have been hit by 
unforeseen and unfunded expense. In addition, it should be recognised that those 
affected by the private sector impact of the pandemic will increase demand for the 
public sector.   

The Scottish Budget should also support and promote service innovations which 
have the potential to improve services as well as produce savings in the longer term.  
Through supporting these service innovations, longer term financial rewards should 
result.  Examples could include elements of Apprenticeship Levy paid by the Council 
to be returned to it to support the Council’s efforts to support Apprenticeships, or 
additional funding focused on digital transformation.   At the very time our 
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communities need Council support most, we should not be reducing services and 
adding to unemployment by cutting significant numbers of jobs. 

In relation to the direct pressures on the Council’s budget arising from the pandemic, 
these include: 

• Social work – cost of responding on PPE, staffing, suppliers’ additional costs, 
increased costs of placements and care.  

• Education – cost of responding to the pandemic including staffing, transport, 
cleaning and PPE etc.    

• Housing – rent arrears, delays in the new housing building programme, material 
cost pressures, skills mix and shortages, and significant rises in homeless. 

• Community – increased costs of dealing with waste disposal, maintenance 
backlog loss of fee income, roads maintenance, Loss of income from Leisure and 
Culture etc.  

• General  / Finance issues  – costs of managing finances, costs related to 
supporting efforts to tacking the poverty / community planning partnership 
responses to the coronavirus pandemic, loss of income (Council Tax), additional 
costs of delivering projects, including increased costs of construction, and claims 
from contractors for delays, potential cuts in respect of goods and services 
required, the impact of Brexit, and currency fluctuations impacting on construction 
costs etc.   

There are also a number of commitments and obligations which councils across 
Scotland, through SOLACE, have identified which could be delayed, or changed, 
which in turn could result in less pressure on councils financially.  These relate to the 
implementation of both legislative, and regulatory changes, and also remove 
constraints such as ringfencing of budgets, or reporting requirements.   This includes 
areas such as timescales for introducing Waste and Food standards legislation, as 
will considering the timing and extent of the introduction of Participatory Budgeting.  

Delivering on the outcome of the work being undertaken by various advisory groups 
on the recovery 

The Advisory Group on Economic Recovery has already published its 
recommendations and highlighted a number of areas where councils have an 
important role to play. It has stated that Scotland’s national and local recovery plans 
need to be place-based, building on local assets and on the role and powers of local 
authorities and their partners.  It stated that the submissions by councils to the work 
of this group, highlighted the key role played by councils as well as the view that this 
was undervalued and constrained by a lack of resources. 

The Social Renewal Advisory Board has yet to publish its recommendations, but has 
stated that its focus is to build on the shifts in policy and practice that we have seen 
as a result of working across portfolios and in partnership with frontline service 
deliverers in local government, the third sector and communities.   

Its identified workstreams - addressing low income, community-led and place-based 
renewal, cross-cutting delivery, financial security, food, the housing system, third 
sector and volunteering – are all areas where councils are key players and partners 
and reflect the focus of council policy and service development going forward.  
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The work by the Enterprise & Skills Strategic Board on measures to mitigate the 
impact of Covid-19 on the labour market has also highlighted a number of areas 
where councils are expected to play a key role.  It has stated that a society-wide, 
civic approach is needed with the real integration of government, agencies, local 
authorities, learner providers, third sector and businesses to work collectively and at 
pace to help mitigate the scale of the rise in unemployment and the longer-term 
scarring effects which have characterised past economic downturns.  
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The impact on council finances of the coronavirus pandemic is significant and each 
council has itself had to be flexible to meet the local issues arising from the 
pandemic.  Councils have had to redirect council resources - both financial and 
personnel – to meet local issues. 

Some of the immediate financial pressures are expected to continue into the 
recovery phase and into future years including: 

• Impact on income from planning and other fees, from property rentals, from other 
charges, rent arrears, leisure etc. 

• Demands on support for funding of the Scottish Welfare Fund, Discretionary 
Housing Payment, funding to the third sector, and social care 

• Likely cost pressures on, and the supply of, goods and services. 
The ongoing financial impact of these pressures cannot be underestimated and is a 
real concern from a local government finance perspective.   

The impact of the coronavirus pandemic has not been uniform – it has affected low 
income and vulnerable people in particular, and it has had a differential impact on 
various industries and on different areas.  It is important that the Budget and how it is 
delivered has the flexibility to enable local solutions to be identified that reflect the 
needs and opportunities in local areas.  
Public sector employment will be an increasing proportion of employment in Scotland 
reflecting the increasing demand for council services.  This needs to be recognised 
when looking at budget priorities for Scotland.   
The impact of the coronavirus and the financial responses to it by both the Scottish 
and the UK Government have been extraordinary and, by necessity, this has 
impacted on the approach to scrutiny and transparency and also over the evaluation 
of the expected outcomes and the extent to which they have been achieved.  

Multi-year settlements are essential to giving councils the ability to plan on a longer 
term basis.  In addition, the removal of ring-fencing would give councils the ability to 
make spending decisions at a local level reflecting local needs.    

There is a need for the Budget process within the Scottish Government and Scottish 
Parliament to adapt to this new normal which requires flexibility and agility – 
especially as the impact will continue to feed through into the recovery phase – to 
ensure that budgets and budget allocations reflect the evidence of the recovery 
measures on individuals, communities and businesses and on the desired outcomes 
and the extent to which they are being achieved.   

The risks – in financial terms – relate to the difference in performance of the Scottish 
and the rest of UK economies which will impact on Income Tax revenue, and via the 
Fiscal Framework, into the size of the Scottish Block Grant and Block Grant 
Adjustments. 

In respect of devolved social security benefits, the Scottish Government already 
bears the cost from its own resources for the decisions it makes in respect of new 
benefits and the reshaping of existing benefits.  Increased demand for benefits (as a 
result of reduced income for individuals due to COVID-19) will require to be manged 
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from the Scottish budget.  To the extent to which the coronavirus impact on 
household income and needs continues to be felt, these demands could grow and 
squeeze the funding available to other services.  

 

Local Government cannot afford the volatility of significant changes in grant rates 
across years.  To allow councils to better plan financially, it needs dampening of 
annual fluctuations.   

The impact of COVID-19 could have major implications for the main taxation streams 
of the Scottish Government – Scottish Income Tax, the Building & Land Transaction 
Tax and the Scottish Landfill Tax.   

Revenue from the Building & Land Transaction Tax will be impacted on by the 
impact of the lockdown on housing, where uncertainties over employment and 
income could reduce demand, and on the commercial property market, where the 
closure of businesses could increase supply and lead to falls in the value of property 
and so taxation. Similarly, the increase in home working could also reduce demand 
for commercial property and revenue.    

In terms of the Scottish Rate of Income Tax, there is already a divergence in rates 
and it is important to understand the relationship between the Scottish Rate of 
Income Tax and the UK Government rates, the impact this can have on the Fiscal 
Framework and the impact on behavioural changes.  

Increasing divergence could impact on the labour market and exacerbate skill 
shortages and could also see Scottish taxpayers move to being remunerated not in 
earned income, but in other ways where the Scottish Parliament has no control over 
and where the taxation revenue generated would fall to the UK Government – such 
as being paid in dividends – or relocating their main residence out of Scotland.   

There needs to be a closer relationship with income tax changes, and how that 
spend is then determined at a local level.   

In relation to the Scottish Landfill Tax, to date the approach has been to maintain 
parity with the way that the tax that operates in England and the coronavirus 
lockdown has had an impact on the operation of landfill sites also on the numbers of 
smaller waste companies. This could simply affect the timing of revenue but changes 
to economic activity could impact on the amount of waste being sent to landfill and 
so the revenue generated. 

Before the coronavirus pandemic, there were already concerns over how the Fiscal 
Framework was operating and the complexity it has brought to the Scottish Budget 
at the same time as increasing uncertainty and volatility into public finances in 
Scotland.  As Audit Scotland has noted, the risks that arise from the operation of the 
Fiscal Framework must be considered alongside the risks that arise from the 
Scottish Government’s wider approach to budget management and spending 
choices.  The Fiscal Framework is intended to incentivise the Scottish Government 
to increase economic growth.  As such it pre-dates the commitment to give equal 
priority to wellbeing and social justice.   
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The operation of the Fiscal Framework means that the Scottish Budget is impacted 
on by differences in revenue growth between Scotland and the Rest of the UK. At 
the same time, factors outside control of the Scottish Parliament – Brexit, the 
downturn in oil and gas, Scotland’s ageing population – also impact on Scotland’s 
tax performance. 

The Fiscal Framework is due to be reviewed in 2021, but it should be remembered 
that whether or not this changes the responsibilities of the Scottish Parliament will 
change reflecting the commitments contained in the Scotland Act 2016 which have 
not yet been devolved including VAT and Air Passenger Duty.  

The issue is perhaps not around any additional budget risks but the impact of these 
developments on overall economic performance and the subsequent impact on 
revenue and spending policy decisions.  

 

The challenge is to try and estimate the combined impact of the COVID-19 lockdown 
– and any behavioural changes - and the recovery from this - and the additional 
challenges of the type of Brexit that takes place after 31st December 2020 if there is 
no extension to the transition period.  The cost of COVID-19 in 2020-21 it estimated 
at as much as £300bn with some indications it could be as much as £337bn as 
coronavirus related spending rises and revenue declines related to both reduced 
activity and also decisions to reduce taxation to help businesses survive.  

 

The Scottish Fiscal Commission in its April 2020 Fiscal Update, stated that  ‘it may 
be difficult for the Scottish Government to balance spending against available 
funding within the financial year’ and it expects Income Tax revenues to be heavily 
affected by the impacts of COVID-19 and Brexit. The Fraser of Allander Institute in 
April 2020 stated that ‘the tax revenue forecasts that underpinned budget spending 
plans have been left in tatters. Revenues from Income tax and LBTT will shrink 
following the collapse in economic activity, while revenues from Non-Domestic Rates 
will fall as a result of the expansion of temporary reliefs announced since budget 
plans were made and it posed the question that “at what point will the inevitability of 
lower-than-forecast revenues impact spending plans? (Revenues from income tax 
and LBTT were forecast to raise £12.4bn and £641m respectively at the time of the 
Scottish Budget, accounting for 37% and 2% of planned resource spending 
respectively)”. 

 

The Social Market Foundation has produced a series of estimates of the impact on 
jobs and Gross Value Added (GVA) from a Brexit World Trade Organisation (WTO) 
deal and a COVID-19 impact and on a Brexit with a Free Trade Agreement (FTA) 
and a COVID-19 impact to 2023. At a headline level Scotland (based on its industry 
analysis) is likely to experience only a mild impact from COVID-19 in the medium 
term which is likely to cause a small change in the GVA reduction of either 5% (FTA) 
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or 8% (WTO).  Both are amongst the smallest falls for any nation and region in the 
UK with only London anticipated to have smaller declines.  

 

Even though the impact is anticipated to be smaller in Scotland than in the rest of the 
UK it is still significant and some sectors can be expected to face both structural 
challenges and also challenges in responding to the “new normal”. In this context the 
work of the Advisory Group on Economic Recovery and the work of the Social 
Renewal Advisory Group should be the key drivers of budgetary policy and decision 
making. 

 

In terms of the labour market, unemployment could rise to 13% in Scotland – back to 
the levels post the 2008-09 Financial Crash and the labour market recovery may not 
be as quick as the sectors which drove this – hospitality, tourism, retailing – have 
been the ones whose sustainability has been most weakened by COVID-19 and this 
could mean the need for an increase in labour market interventions and spending 
and having to develop not just niche interventions but mass interventions and 
commit to them over the longer term.  

 

The Social Market Foundation has produced a series of estimates of the impact on 
jobs and Gross Value Added at NUTS3 level – of which South Lanarkshire is one. 
This analysis only relates to those sectors which are moderately or severely 
impacted upon so does not cover the impact on the whole local economy.  

 

A Brexit on WTO terms with COVID-19 severely impacts on the Manufacturing and 
the Banking, Finance & Insurance sector in South Lanarkshire. Of South 
Lanarkshire’s GVA, 36% comes from these sectors and they account for 24% of its 
employment. 

 

A Brexit on FTA terms with COVID-19 moderately impacts on a wider range of 
industrial sectors - Manufacturing, Banking, Finance & Insurance, Distribution, Hotels 
& Catering and Other Services. Of South Lanarkshire’s GVA, 53% come from these 
sectors and they account for 46% of its employment.  

In terms of the Medium-Term Financial Strategy (MTFS), the Council notes the 
comments made by Audit Scotland on the Scottish Government’s second MTFS, 
which raised concerns that it did not cover all of the basic components of a medium-
term financial plan, in particular, that it did not include indicative spending plans or 
priorities, or links to outcomes.  
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The MTFS, and the detail contained in it, is important as councils need clarity over 
their longer-term financial planning horizon, the extent to which core budgets are 
protected and the importance being placed on outcomes rather than inputs.  The 
Strategy needs to focus on providing the stability that is needed in revenue terms for 
local authorities.   

It is also important to recognise that whilst it originates in a health emergency, the 
consequences being felt are played out in homes, communities, businesses and the 
public services that serve them, through its impact on employment, income, demand 
for services as well as constrained opportunities.  

 

 


