Governance, Risk and Best Value Committee

10.00am, Tuesday, 18 August 2020

Accounts Commission: Local Government in Scotland -
Overview 2020 — referral from the Policy and
Sustainability Committee

Executive/routine
Wards
Council Commitments

1. For Decision/Action

1.1  The Policy and Sustainability Committee has referred a report on the Accounts
Commission: Local Government in Scotland - Overview 2020 to the Governance,
Risk and Best Value Committee for scrutiny.

Laurence Rockey
Head of Strategy and Communications
Contact: Louise Williamson, Committee Services

E-mail: louise.p.williamson@edinburgh.gov.uk | Tel: 0131 529 4264
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Referral Report

Accounts Commission: Local Government in Scotland -
Overview 2020

2. Terms of Referral

2.1  On 6 August 2020 the Policy and Sustainability Committee considered a report by
the Chief Executive and Executive Director of Resources which provided a
summary of the main issues and themes identified within the Accounts
Commission’s recently-published Local Government in Scotland — Overview 2020
national report.

Motion

1) To note the joint report by the Chief Executive and the Executive Director of
Resources.

2) To refer the report to the Governance, Risk and Best Value Committee for its
scrutiny.

- moved by Councillor McVey, seconded by Councillor Day
Amendment

1) To note the joint report by the Chief Executive and the Executive Director of
Resources.

2) Instructs the Chief Executive to report to Committee in two cycles providing a
comprehensive assessment of how the Council is addressing the recommendations
outlined in the Key Messages section of the report and suggesting any further
actions that could be taken to address these in order that Councillors can scrutinise
and prioritise work to improve the Council in these areas.

3) The report to provide an officer assessment of the sources of information, training
and guidance available to Councillors to help them answer the questions set out for
them in the report in order that these can be assessed and debated by Elected
Members in public at Committee with a view to improving scrutiny of the Council’s
performance and to help engender a culture of continuous improvement

4) To refer the report to the Governance, Risk and Best Value Committee for its
scrutiny.

- moved by Councillor Whyte, seconded by Councillor Hutchison
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In accordance with Standing Order 19(12), the amendment was accepted as an
addendum to the motion.

Decision
To approve the following adjusted motion by Councillor McVey:

1) To note the joint report by the Chief Executive and the Executive Director of
Resources.

2) Instructs the Chief Executive to report to Committee in two cycles providing a
comprehensive assessment of how the Council is addressing the recommendations
outlined in the Key Messages section of the report and suggesting any further
actions that could be taken to address these in order that Councillors can scrutinise
and prioritise work to improve the Council in these areas.

3) The report to provide an officer assessment of the sources of information, training
and guidance available to Councillors to help them answer the questions set out for
them in the report in order that these can be assessed and debated by Elected
Members in public at Committee with a view to improving scrutiny of the Council’s
performance and to help engender a culture of continuous improvement

4) To refer the report to the Governance, Risk and Best Value Committee for its
scrutiny.

3. Background Reading/ External References

Minute of the Policy and Sustainability Committee of 6 August 2020.

4.  Appendices

Appendix 1 — joint report by the Chief Executive and Executive Director of Resources
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Policy and Sustainability Committee

10.00am, Thursday, 6 August 2020

Accounts Commission: Local Government in Scotland —
Overview 2020

Executive/routine
Wards
Council Commitments

1. Recommendations

1.1  Members of the Policy and Sustainability Committee are asked to:

1.1.1 note the contents of the report; and

1.1.2 refer the report to the Governance, Risk and Best Value Committee for its

scrutiny.
Andrew Kerr Stephen S. Moir
Chief Executive Executive Director of Resources
Contact: Laurence Rockey, Head of Contact: Hugh Dunn, Head of Finance

Strategy and Communications

E-mail: laurence.rockey@edinburgh.gov.uk E-mail: hugh.dunn@edinburgh.gov.uk
Tel: 0131 469 3493 Tel: 0131 469 3150
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Accounts Commission: Local Government in Scotland —
Overview 2020

Executive Summary

2.1

The report provides a summary of the main issues and themes identified within the
Accounts Commission’s recently-published Local Government in Scotland —
Overview 2020 national report.

Background

3.1

3.2

3.3

3.4

On 23 June, the Accounts Commission published its annual Local Government in
Scotland — Overview report. The report is intended to complement the findings and
recommendations of the earlier Local Government in Scotland: Financial Overview
2018/19 report considered initially by the Finance and Resources Committee on 23
January 2020 and thereafter referred to the Governance, Risk and Best Value
Committee on 18 February for scrutiny.

In addition to drawing upon the findings of the earlier report, its contents and main
conclusions are informed by published performance data and local government
audit work undertaken in 2019, including Best Value Assurance Reports (BVARS),
annual audits and national performance audits. Use is also made, as appropriate,
of Councils’ annual accounts, statutory returns and Local Government Finance
Circulars, with reference furthermore included to the findings of the Local
Government Benchmarking Framework (LGBF) and other statutory inspection
bodies for 2018/19.

As with other similar recent national studies, the report features a number of
guestions that elected members may wish to consider in the context of their own
particular council’s position and performance. An interactive report is also available,
providing more detailed, council-specific insight into some of the higher-level trends
highlighted within the report.

It is important to emphasise that the evidence contained within the report was
compiled before the main onset of the coronavirus pandemic. While the pandemic
has resulted in a necessary refocusing of resources to deal with its immediate
impacts and the Council and city’s subsequent recovery, the key messages set out
within the report multiply these challenges further, with the need to do things
differently to meet the needs of communities more efficiently and effectively now
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even more relevant and requiring to be fully acknowledged and incorporated within
the Adaptation and Renewal Programme.

4., Main report
Overview of report and key messages

4.1  The report sets out, on pages 5 to 7, a series of key messages and related
recommendations for local government and integration joint boards. These
recommendations focus in particular upon the need to:

0] invest leadership capacity in analysing the range of challenges and
planning for the future, including implementing required changes in service
delivery, further development of medium to longer-term financial planning
and better monitoring and reporting the delivery of local priorities and
outcomes;

(i) maximise the potential of collaborative working by working more
effectively alongside community planning partners and other councils,
partners and communities in developing plans to improve and change the
way in which services are delivered. These plans should be underpinned by
increased community influence and control of local decision-making;

(i)  develop leadership capacity and workforce planning arrangements
including effective succession planning and capacity development for
leadership positions, increasing the uptake of learning and development
opportunities by councillors and improving the quality and range of workforce
data to give a comprehensive profile of the current organisation-wide
workforce. This profile should be used to identify and address skills gaps,
plan for the skills required to deliver services, both now and in the future,
prioritise the development of staff and build a learning culture to learn from
experience both within and outside the organisation; and

(iv) consider how the recommendations above relate to each key service
area.

4.2 Pages 10 to 23 of the report provide a comprehensive and accessible overview of
the challenges facing local government, be they political, economic, demographic,
financial or policy-led. Pages 24 to 40 then include a series of related
recommendations on how councils can reconcile these often-conflicting demands,
highlighting a range of good-practice examples and improvement actions drawn, in
the main, from BVARSs published during the year.

4.3 In a change from past years, the final section of the report provides a detailed case

study on planning services, illustrating how the above-mentioned challenges
have affected the sector and how it has responded. Paragraphs 4.4 to 4.11 of this
report couch the report’s findings and recommendations within an Edinburgh
context.
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4.4

4.5

4.6

4.7

4.8

4.9

4.10

411

Planning services case study

The challenges the report identifies are generally relevant to Edinburgh with, in
particular, the level of population growth in the city and wider region meaning
increased demand for housing, services and infrastructure. In Edinburgh, the land
use and infrastructure pressures are being addressed through the current Local
Development Plan and its Action Programme, and by the forthcoming City Plan
2030.

The report highlights the new responsibilities which the Planning (Scotland) Act
2019 has established for planning authorities. These include additional
requirements intended to increase engagement with communities through Local
Place Plans, prepare regional spatial strategies and appoint chief planning officers.
They also include new powers to introduce short-term let control areas, which the
City Plan 2030 project has consulted on.

The report highlights the need for planning authorities to develop different skills to
reflect the focus of the Act. Edinburgh’s staff training programme is being refreshed
to support this, and ways of delivering training virtually are being developed by staff-
led initiatives.

Paragraph 86 of the report highlights the importance of political leaders and
managers providing effective leadership, support and resources for planning
services to make the necessary changes at a good pace.

The report points out resource challenges of shrinking budgets, capped and limited-
scope planning fees, and ageing workforces. These are all relevant to Edinburgh
and it should be noted that despite being, with Glasgow, one of the main
beneficiaries of a national increase in maximum fees for planning applications,
Edinburgh’s application fees income does not cover the cost of delivering the
planning service. The report’s findings regarding the difficulty of recruiting qualified
staff have not to date, however, been experienced in Edinburgh.

The report identifies national trends in improving time performance in processing
applications, possibly as a result of a narrow focus. These trends are now being
mirrored in Edinburgh, as a result of changes introduced by the service’s Planning
Improvement Plan. However, this relative improvement still has significant room to
proceed further, as Edinburgh’s decision-making times are still longer than national
averages. Further changes and process improvements are therefore being
progressed, in some cases making use of measures developed during the COVID-
19 emergency.

The report identifies the importance of looking beyond mere processing time
performance to the outcomes achieved (paragraph 99). In Edinburgh, the
refreshed Planning Improvement Programme therefore includes the establishment
of a cycle for measuring the quality of outcomes achieved.

The report highlights the need for planning services to build relationships with other
council services, external partners and communities, and to deliver the national
Place Principle. Edinburgh has significant experience in this regard. Work across
council services and healthcare partners to develop a corporately-aligned
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4.12

infrastructure plan to support plan-led growth has been recognised nationally (the
Local Development Plan Action Programme). The joint engagement and place-led
approach to the City Mobility Plan and City Plan 2030 support the national Place
Principle. However, the expectations and challenges associated with the
preparation of Local Place Plans will place new demands on several services
across the Council and may be particularly challenging in a new financial context.

Other Edinburgh-specific references

Given the report’s Scotland-wide coverage, there are relatively few other
Edinburgh-specific references. Much of the content nonetheless resonates with the
Council’s own situation, including the need for service transformation and
prioritisation, more effective and integrated management of growing social care-
related demand and further improvements in workforce planning and longer-term
financial planning. The findings of the Council’'s own BVAR, anticipated to be
published in late 2020, will be particularly instructive in applying these to a local
context.

Next Steps

5.1

5.2

Following consideration by the Policy and Sustainability Committee, the report will
be scrutinised by the Governance, Risk and Best Value Committee.

As noted above, publication of the Council’'s Best Value Assurance Report is
anticipated later in the year and will, alongside the Annual Audit Report, position the
report’s recommendations within an Edinburgh-specific context.

Financial impact

6.1

There is no direct impact arising from the report’s contents but its content reminds
officers and members of the importance of service transformation and, where
necessary and appropriate, service prioritisation to secure financial sustainability
going forward. Decisions in these areas should be underpinned by effective
medium and longer-term financial planning.

Stakeholder/Community Impact

7.1

8.

There is no direct impact arising from the report’s contents but the report, on pages
36 to 40, sets out how councils could do more to involve communities in planning
their services and better demonstrate how this engagement is used to improve
outcomes.

Background reading/external references

8.1

9.

Accounts Commission: Local Government in Scotland — Financial Overview
2018/19, Finance and Resources Committee, 23 January 2020.

Appendices

9.1 — Local Government in Scotland — Overview 2020
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The Accounts Commission

The Accounts Commission is the public spending watchdog for local
government. We hold councils in Scotland to account and help them improve.
We operate impartially and independently of councils and of the Scottish
Government, and we meet and report in public.

We expect councils to achieve the highest standards of governance and
financial stewardship, and value for money in how they use their resources
and provide their services.

Our work includes:

* securing and acting upon the external audit of Scotland’s councils
and various joint boards and committees

» assessing the performance of councils in relation to Best Value and
community planning

* carrying out national performance audits to help councils improve
their services

* requiring councils to publish information to help the public assess
their performance.

You can find out more about the work of the Accounts Commission on
our website: www.audit-scotland.gov.uk/about-us/accounts-commission

Audit Scotland is a statutory body set up in April 2000 under the Public
Finance and Accountability (Scotland) Act 2000. We help the Auditor General
for Scotland and the Accounts Commission check that organisations
spending public money use it properly, efficiently and effectively.


http://www.audit-scotland.gov.uk/about-us/accounts-commission
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Chair’s introduction =

Local government in Scotland is under unprecedented pressure due to COVID-19.
We have all seen examples of outstanding work by councils and their partners in
recent months to deliver vital services to communities across Scotland as they
have sought to deal with the unprecedented challenges of the pandemic with
professionalism, compassion and kindness.

This report is the Commission’s annual summary of the key challenges and
performance issues faced by councils. The report was produced prior to the
pandemic and, after careful consideration, it has been decided to issue the
report now.

| believe that although the world in which councils are operating has dramatically
changed in the last few months, the report still contains important messages
which will be helpful as part of the recovery.

The precise scale and impact of COVID-19 on our communities, critical services
and the wider economy is as yet unknown. However, | believe that the economic
impact on public services will be very significant on funding as well as, through its
social consequences, on demand.

For several years, councils have been dealing with increasing challenges and
uncertainty while continuing to address the needs of local people and national
priorities. The challenges are only going to grow as we deal with the immediate
and longer-term implications of COVID-19 alongside existing pressures such as
leaving the European Union, the climate emergency, population change, poverty
and tackling inequality. WWe have emphasised before the need to make more
fundamental change to the way services are delivered and improve long-term
financial planning.

The crisis puts into clear focus the pivotal role of public services, including
councils, in delivering not only the day-to-day services that communities rely on,
but also in responding to risks. Indeed, it emphasises the essential importance of
effective leadership, good governance and good financial management for

all councils.

As we start to see our way through this pandemic and attention turns to
recovery and renewal, the Commission will take time to consider how we can
appropriately reflect the changed circumstances in our work.

| hope that you will find this report helpful and we would be glad to receive your
feedback on how we might focus our work during the recovery period.

Graham Sharp
Chair of the Accounts Commission
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Key messages

The COVID-19 pandemic brings unprecedented challenges across
communities and public services. The effect on the health and wellbeing of
our communities, as well as the financial difficulties and increased levels
of poverty, will be significant. The impact on the economy, on national
finances and on local public services will also be considerable. This report
was compiled before the escalation of the pandemic and is an overview of
local government in 2019. But its messages remain relevant. The pandemic
multiplies the challenges for local government further and so the need to
do things differently to meet the needs of communities more efficiently
and effectively is even more important.

1 Councils are working hard to deliver services to their communities.
But the context they are working in is increasingly uncertain and
complex. Demographic and social change is creating demand for
services, while the strain on budgets continues to intensify. National
policy commitments are increasing and the stresses on other public
and third sector partners add to the difficulties in delivering services.
The cumulative effect of these pressures on councils is beginning to
show across service performance and use of financial reserves.

2 Scottish Government revenue funding to councils has reduced in real
terms over the period 2013/14 to 2020/21 by 3.3 per cent. Since 2017/18
however, it has increased by 3.9 per cent in real terms, to £10.7 billion
in 2020/21. This does not include additional funding in response to
the COVID-19 pandemic. The strain on budgets is evident as councils
continue to dip into their reserves to make ends meet. Medium-term
funding levels are uncertain, making continued use of reserves to
manage the funding gap unsustainable. Long-term financial planning
is not well enough developed in many councils and in integration
joint boards. Medium- and long-term financial planning are important
tools for making well-informed decisions and to effectively manage
continuing financial challenges.

3 Alongside the uncertainty of funding levels, the scale and complexity
of the challenges for councils and integration joint boards will continue
to grow in the coming years. Change is needed in how they serve
their communities, so that they are able to respond to the needs and
improve outcomes for people into the future, in the most efficient
and effective ways. More radical thinking is needed for longer-term
solutions. It requires investment of time and capacity by political and
management leaders, to analyse the range of challenges for the
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area, develop the thinking and planning for the medium and longer-
term. This is difficult, in already demanding roles, but this investment
is important.

4 Councils alone cannot improve outcomes for communities and
achieve local priorities. The full potential of collaborative working with
partner organisations and communities is not yet being realised. More
progress is needed. Councils need to demonstrate strong leadership
and collaborate with partners, including integration joint boards, NHS
boards, the voluntary and private sectors, and their local communities.
This is essential if they are to make best use of local resources,
including the workforce, and demonstrate Best Value.

5 Workforce planning is fundamental to ensure that councils have the
staff, skills and leaders they need to deliver change. Some progress
has been made to improve workforce planning, but much more
needs to be done. As the workforce ages, councils need to be more
flexible and agile in how they deploy staff, work with partners and
attract younger people to work in local government and respond to
specific skills gaps. This also requires comprehensive workforce data
and planning.

Recommendations

To respond to the challenges facing local government and deliver local
priorities and improve outcomes for their communities:

Governance - councils and integration joint boards need to:

¢ invest leadership capacity in analysing the challenges and planning
for the future, including:

— plans for how services will be delivered that reflect the scale of the
challenges ahead and will deliver demonstrable improvement in
outcomes for communities

— putting in place and continuing to develop medium- and long-term
financial planning that will inform ongoing review and implementation of
plans for change.

e monitor and report on delivery of local priorities and outcomes while
improving public performance reporting.
Collaboration - councils and integration joint boards need to:

° maximise the potential of collaborative working by:

— working alongside partners to improve community planning
partnerships, so that they have a clearer strategic direction and take a
more active role in leading local partnership working

— engaging with other councils, partners and communities in developing
plans to improve and change the way services are delivered.



¢ increase the opportunity for communities to influence or take control
of local decision-making and, demonstrate how communities are
supported to help design or deliver local services and improve
outcomes.

Capacity and skills - councils and integration joint boards need to:

e develop leadership capacity and workforce planning arrangements
including:

— effective succession planning and capacity development for leadership
positions

— approaches to increase the uptake of learning and development
opportunities by councillors, to ensure that they are equipped to
respond to the challenging context and their role in planning for the
future

— improving the quality and range of workforce data to give a
comprehensive profile of the current organisation-wide workforce

— using this comprehensive workforce data to:

— identify and address skills gaps, including those related to lack of
capacity or the age profile of staff

— plan for the skills required to deliver services, both now and in the
future, including using skills from the third and private sectors,
with a greater focus on collaborative and flexible working

— prioritising the development of staff across their organisations, to build
more resilient teams, focused on improving the lives of local people

— building a learning culture to learn from experience both within and
outside the organisation.

Services - councils and integration joint boards need to:
e consider how the recommendations above relate to each service.

e For planning services this specifically includes:

— ensuring the role of chief planning officer is positioned to contribute at a
strategic level to corporate level discussion and planning

— developing detailed workforce planning and strategies that will respond
to the changing skills needs of the service and consider at a national
level how collectively the limited availability of planning professionals
can be addressed

— providing effective leadership to staff for the cultural changes needed to
respond to the shift in focus for this service

— implementing changes to how the service works to improve the level of
partnership working and community engagement.

Summary |7
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About this report

1. The evidence used in this report was compiled before the escalation of the
COVID-19 pandemic. It sets out the Accounts Commission’s view before this
unprecedented situation began to unfold. It provides an independent overview of
the other challenges facing councils in Scotland, how councils are responding to
tightening budgets and how this affects the services provided to the communities
they serve. As well as informing the public, the report aims to inform local
government councillors and senior council officers, to support them in their
complex and demanding roles. Although this report does not address the impact
that the COVID-19 pandemic will have on local government and its communities,
the issues and the messages remain relevant.

2. The report highlights the context councils were operating in prior to the
pandemic, with increasing need for services for communities but also with
financial pressures and uncertainties. It looks at some of the main tools that
contribute to change and how effectively councils are using these to respond to
increasing demand and strained budgets. The final section of the report sets out
a case study on planning services as an example of how these challenges are
affecting an individual service, how that service is responding and the impact on
its performance.

3. The report draws on findings from Local government in Scotland: Financial
overview 2018/19, published performance data and local government audit work
in 2019. This includes Best Value Assurance Reports (@) (BVARs), annual
audits and national performance audits. All national and individual council audit
reports are available on our website. \Where specific examples of council activities
or circumstances are referenced, this is not intended to imply that the named
councils are the only ones engaging in these activities or experiencing these
circumstances.

4. \We also draw on a range of sources of evidence for this report. Financial
information is taken from the local government financial circulars, the Scottish
Government'’s local financial returns (LFRs), and councils’ annual accounts.
Performance information is gathered from the Local Government Benchmarking
Framework (LGBF) data, the National Performance Framework (NPF) indicators
and relevant reports from other scrutiny bodies, such as Education Scotland and
the Care Inspectorate.

5. To help councillors, we have produced a supplement to accompany this
report. It sets out questions that councillors could ask to help them understand
their council's position, scrutinise its performance and make difficult decisions.
Councillors should feel that they fully understand, and are satisfied with, the
answers to the questions that are most relevant to them in their roles within the
council. A tool is also available on our website that provides a further breakdown
of data in the report by council area to provide more detail at a local level.

6. To make financial information clear and comparable in the report:

e \\Ve refer, in a number of places, to real terms changes, which means that
we have adjusted the figures to take account of inflation. Our analysis of
local government funding adjusts figures into 2019/20 prices to reflect the
current year.

W

In 2019, we have
produced Best Value
Assurance Reports
about the following
councils:

¢ Highland

e  Midlothian

e North Lanarkshire
e Perth and Kinross
e Scottish Borders
e South Lanarkshire
e Stirling

These are all available
on the Audit Scotland
website.



https://www.audit-scotland.gov.uk/report/search?search=&council=All&region=All&report_type%5B%5D=best_value&author=All&date%5B%5D=2020&date%5B%5D=2019
https://www.audit-scotland.gov.uk/report/search?search=&council=All&region=All&report_type%5B%5D=best_value&author=All&date%5B%5D=2020&date%5B%5D=2019
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e \We look at historical trends using data from 2013/14 where possible.
National police and fire services were established in 2013 and so were
not included in local government accounts from 2013/14. It is not always

possible to use 2013/14 as some information is only available for more
recent years.
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The challenges

Councils operate in a challenging and
complex landscape

7. It is well recognised that there are significant pressures on local government

and its partners. Over the following pages, we illustrate the challenges and
complex landscape that contribute to these pressures through a series of
infographics. The illustration below gives a high-level breakdown of the main
features of the overall landscape, which we explore in more detail on pages

11 to 23.

Political and
economic

Community
needs

Policy

Financial

The political and
economic landscape
continues to hold

uncertainties including:

e The impact of the
COVID-19 pandemic on
the economy,
public finances and
public bodies

¢ The impact of
withdrawal from
the EU

¢ The national political
landscape: Scottish
Parliament elections in
2021 and debate on a
second independence
referendum

e The outcome of
the local governance
review

¢ The impact of
Scotland's economic
performance on
public finances

Population changes
affect the need for and
demands on many
services provided by
local government

e The impact of the
COVID-19 pandemic
on communities is
uncertain

e The proportion of the
population over
75 years is increasing,
affecting the demand
for some services

® Most council areas
are seeing a notable
decrease in the
proportion of children in
their communities

¢ Poverty and child
poverty levels are
increasing

Local government is an
important contributor
to national outcome
priorities

National policies

and initiatives bring
additional challenges and
pressures eg:

e Health and Social Care
Integration

e Tackling climate change

e \\Velfare reform

e Early learning and
childcare expansion

e Additional support
for learning

e Planning (Scotland)
Act 2019

Local government
faces a range of
financial challenges

e The level of future
Scottish Government
funding is uncertain

e The flexibility of how
councils can use this
funding is reducing

e There are increasing
cost pressures including
staff costs and
increasing need from
communities

e Councils have been
using reserves to
manage funding gaps -
this is not sustainable
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Political and economic

The political and economic landscape continues to hold uncertainties

There are always uncertainties about change at a national level and the potential
impact on communities and local government. But the current landscape
involves some particularly significant unknowns. This makes forecasting
issues and planning for the medium and longer term more difficult.

COVID-19 Pandemic

The full scale of the impact on the world, UK and Scottish economy of the COVID-19 pandemic is not yet
clear. It will be significant and have long-term implications for public sector finances, political priorities and
decisions that need to be made at a local level.

Withdrawal from the EU

LS, N\ 4 ) 4 )
The impact of Net migration to Scotland The Scottish Government

withdrawal from the EU
on 31 January, on the
demographics, workforce

is expected to reduce, in
the medium-term, affecting
particularly the number of working

has produced a Brexit
Vulnerabilities Index to
assess the degree of risk

and economy remains age adults [already projected to for each local authority-

uncertain decline] and so this may have a rural areas and particularly
significant impact on communities the island authorities are
and local economies most vulnerable
N\ J N\ J N

-
We refer to some of the risks in greater detail in our Briefing Paper ‘Preparing for Withdrawal from the

European Union’(+)in which we also identify some of the mitigating approaches being adopted by councils.
. J

£
\;&j

The UK general election
in December 2019

Political landscape

The Scottish Parliament
elections are planned for

There is increased
debate about a second

The outcome of the
local governance

delayed budget setting referendum on Scottish spring 2021 review remains
processes independence uncertain
Economy
4 \ ( \ 4 \

While unemployment
rates are low, economic
growth is affected by
low wage growth, which
is struggling to outpace

Demographic changes
affect the level of
available labour force
and this will affect the
level of new investment,

The Scottish Government's
income is now more dependent
on the economic performance of
Scotland. This brings potential
volatility and uncertainty to its

budgets and in turn, this brings inflation productivity and the
more uncertainty about Scottish \ J economic wellbeing of
Government funding to local communities
government



https://www.audit-scotland.gov.uk/uploads/docs/report/2019/briefing_191216_eu_withdrawal.pdf
https://www.audit-scotland.gov.uk/uploads/docs/report/2019/briefing_191216_eu_withdrawal.pdf
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Community needs

Population pressures are growing. These changes affect the need for and demands on
services provided by local government

Nationally the population continues to grow, there is an increasing proportion of the population
over 75 years old and there are increasing levels of poverty. The demographic and social
challenges vary across the 32 council areas bringing different pressures and challenges for

councils and integration joint boards as they plan for how they will improve outcomes for their
communities. The financial, social and health wellbeing of communities and individuals will be
affected by the COVID-19 pandemic. This will bring increased demands on services.

The population continues to grow but the pace is slowing

expected to continue to \_

~
The level of population change varies across the

e A country and this brings different challenges for e - - N
Scotland’s population is councils that they need to plan for Some council areas have reducing

~\

) population numbers. This brings

increase, but the rate of growth

challenges in providing cost-effective

is slowing. The population is (

projected to rise by 2.5 per cent
by 2043, to a total population of

5.6 millon
| J &

Some council areas are experiencing significant
increases in population levels. This puts pressure
on services to meet the growing need

) services for fewer people and with

less funding, as Scottish Government
funding distribution is largely based
on population levels

@ The proportion of the population over 65 years is increasing

-
In 2019, 19 per cent of the population was 65-74 years
old. This is projected to increase by 23 per cent by 2043.
Almost two thirds of council areas are projected to

have a decreasing number of people of working age.
Nationally a reduction of 0.2 per cent by 2043

(o

N
The proportion of the population over 75 years old is projected to
- - - increase by 71 per cent by 2043. This places greater pressure on
The currrent age profile of the workforce is affected with health and social care as some people in this age group have more
an increasing number of staff approaching retirement complex needs. Across all age groups, increasing levels of complex
and the pool of working age people to employ is a needs brings additional pressures on services
smaller proportion of the population. Workforce planning _ )
is increasingly important p <
The proportion of those aged 65 or over with long term care needs
Thisi . . . receiving personal care at home has increased from 60 per cent in
is is particularly challenging for some rural councils, 2013/14 to 61 per cent in 2018/19
with a high proportion of people aged 65 and over and P ’
relatively low levels of their populations aged 16 to Since 2013/14, there has been a real-terms increase of 12.3 per cent
64. e.g. Highland Council: 41 per cent of the council's in cost per hour on home care for people over 65. The total gross
workforce is over 50. Only ten per cent of its workforce is expenditure has increased by 13.7 per cent and the number of hours
under 30, and less than one per cent aged 20 or under delivered has increased by 1.3 per cent
. J
The proportion of children in the population is decreasing
4 \

Vs

Midlothian to one per cent in Stirling.
.

Projections for 2043 show that only 4 council areas will have an 28 councils are projected to have a reduced
increase in their child populations, of between 20 per cent in ‘

child population by 2043. Reductions vary
between one per cent in East Lothian to

28 per cent in Argyll and Bute. This brings
challenges in terms of maintaining the

Ve

in delivering social care services

.

This brings increased demands on many services in terms of responding to

the infrastructure, education and social care needs of children. In Midlothian, less budget and economies of scale. This
there is a higher proportion of young people in the populaton than the is particularly challenging in remote rural
average and significantly higher projected increases in the under-16s. This environments, where loss of services
impacts on for example the costs of developing and staffing new schools and for children can affect the sustainability

standard of service for fewer children with

of communities
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Population change at local
authority level, 2018-43

Across the country, the population over 65 years and over

75 years is expected to continue to increase, whereas changes
in the population of working age adults are expected to be
more variable.

e Midlothian, East Lothian and West Lothian are forecast to have the
highest increases across both older age groups.

e The majority of councils (28) are projected to have decreasing
numbers of children, with a reduction of 10.5 per cent across Scotland.
Reductions are significant in some councils, with Argyll and Bute having
the highest forecast reduction of 28.4 per cent by 2043.

e Aberdeenshire, Clackmannanshire, Highland, Shetland Islands, Orkney
Islands, Fife, North Lanarkshire, South Lanarkshire, Moray and Perth and
Kinross, all have projected above average increases (average increase
is 70.6 per cent) in the older adult (75 years and over) population, in
addition to reduced working age populations, and falling numbers
of children.

¢ Inverclyde and Eileanan Siar are expected to see the largest reduction
in their overall populations (-16 per cent by 2043). For Inverclyde this
is most significant for its child population, while the reduction in the
working-age population will be the most significant in Eileanan Siar.

Exhibit 1

Projected change in population across council areas by age groups, 2018-43
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		Exhibit 1

		Percentage change in population across council areas by age groups, 2018-43



				Working age		age 75 and over		Children (0-15)		Age 65-74



		Scotland		-0.2		70.6		-10.5		23.2

		Aberdeen City		2.3		50.5		-9.4		13.8

		Aberdeenshire		-1.7		87.4		-11.5		29.4

		Angus		-7.4		61.6		-14.5		12.9

		Argyll and Bute		-20.6		52.2		-28.4		6.4

		City of Edinburgh		12.8		74.9		-4.5		32.4

		Clackmannanshire		-8.7		83.9		-9.1		20.5

		Dumfries and Galloway		-13.3		57.9		-23.1		11.9

		Dundee City		0.8		37.5		-11.2		3.9

		East Ayrshire		-10.6		62.1		-16.5		14.1

		East Dunbartonshire		4.5		66.6		4.1		18.6

		East Lothian		11.5		94.3		-1.1		40.8

		East Renfrewshire		12.9		71.5		4.7		23.9

		Eileanan Siar		-22.5		44.2		-21.5		2.4

		Falkirk		2.2		80.3		-9		32.8

		Fife		-6		74.1		-17		22.4

		Glasgow City		5.4		54.9		-7.2		22.9

		Highland		-5.4		78.3		-15.4		22.1

		Inverclyde		-22.5		55.5		-25.6		9.9

		Midlothian		32.2		97.4		20.3		37.8

		Moray		-9		84		-22.2		30.8

		North Ayrshire		-16.1		63.3		-17.9		14.4

		North Lanarkshire		-4.1		71.4		-14.8		25.9

		Orkney Islands		-8.5		86.2		-20		28.1

		Perth and Kinross		-6.9		76.2		-18.2		25.9

		Renfrewshire		1.8		71.6		-8.5		24.2

		Scottish Borders		-4.8		70		-7.5		19.6

		Shetland Islands		-9.6		72.2		-22.7		19.7

		South Ayrshire		-13.9		65		-17.3		17.4

		South Lanarkshire		-2		77.4		-8		28.1

		Stirling		7.6		74.3		1.4		28.2

		West Dunbartonshire		-11.4		67.8		-19.5		17.7

		West Lothian		8.3		105.8		-5		44.2

		Source: Audit Scotland using National Records of Scotland sub-national population projections (2018-based) for the period 2018-43. Note: Change is based on a percentage change.
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for many services

Growth in life
expectancy has
stalled. This is
more prominent in
areas with greater
deprivation

Between 2011-

14 and 2016-19,
relative poverty in
Scotland increased
from 18 per cent to
19 per cent

Poverty levels are rising

Increased levels of poverty affect the level of need and demand

In 2018/19, there was a
four per cent increase
in households

in temporary
accommodation as
well as a six per cent
increase in children
living in temporary
accommodation

N

4 N\ 4
Between 2011-

14 and 2016-19,
relative poverty for
children in Scotland
increased from

21 per cent to 24
per cent. Analysis
by the Scottish
Government
indicates that this
could rise to just
under 38 per cent
by 2030

Between 2011-14 and
2016-19, the level of
pensioners in poverty
has increased from

12 per cent to 15 per
cent.

People in relative
poverty in households
with at least one adult
in employment has
increased from

47 per cent to

53 per cent

Levels of inequality and the challenges vary across council areas,

for example:

Glasgow is one of the 14 council areas with a
growing population. It is one of the councils
worst affected by high levels of deprivation,
child poverty and homelessness. This puts it
under significant pressure to respond to the
growing need for services. Glasgow also has the
lowest life expectancy in Scotland. At birth, life
expectancy for men in Glasgow is 73.4 years,
and is 78.7 years for women. In contrast, East
Renfrewshire has the highest life expectancy of
80.7 years for men and 83.6 years for women.

( )

Inverclyde and North Ayrshire, among others, are
expected to have a reduction in their populations,
with fewer working-age adults, but they also

have high levels of deprivation, child poverty and
lower life-expectancy. The distribution of Scottish
Government funding is largely determined by
population levels. Councils with low or declining
populations and with a complex local context,
including deprivation levels, need to plan to respond
to increasing pressures with less funding.

Island authorities, namely Eilean Siar, Orkney
Islands and Shetland Islands, receive the most
funding per head from the Scottish Government.
This is due to the cost of delivering services in
island settings, which is more complex. Other
issues such as providing effective infrastructure
are a key challenge. Deprivation is also an issue
that island and rural authorities must respond
to, however because the populations are so
sparse, deprivation is not as easily identified
using SIMD. Rural and island council areas have
significant areas where rural poverty is an issue.
The communities are often affected to a greater
extent by issues such as fuel poverty.

Exhibit 2 illustrates the range of deprivation levels across the 32 councils
using Scottish Index of Multiple Deprivation (SIMD) data 2020. SIMD is the
official tool for identifying the most deprived areas in Scotland. It looks at
multiple aspects of deprivation such as resources and opportunities as well
as low income. The shape indicates the proportion of the population in the
least and most deprived areas. The darker shades indicate the most rural
areas and the lighter the most urban. The councils are ordered by the level

of Scottish Government funding per head of population.
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Exhibit 2
Deprivation levels, rurality and funding per head of population
West
Eileanan Shetland Orkney Argylland Dumbarton- North Dundee
siar Islands Islands Bute shire Inverclyde Ayrshire City
£3,558 £3,556 £3,163 £2,285 £2,130 £2,125 £2,048 £1,997
Glasgow . Dumfries and East East Clackman- North Scottish
City Highland  Galloway Renfrewshire Ayrshire nanshire  Lanarkshire  Borders
£1,987 £1,963 £1,956 £1,928 £1,908 £1,872 £1,839 £1,823
South South West
Ayrshire Stirling Midlothian Angus Lanarkshire Falkirk Lothian Renfrewshire
£1,822 £1,807 £1,793 £1,788 £1,787 £1,779 £1,776 £1,774
East
. Dumbarton- Perth and East Aberdeen-  Aberdeen City of
Fife shire Moray Kinross Lothian shire City Edinburgh
£1,761 £1,754 £1,692 £1,689 £1,661 £1,640 £1,472 £1,416
Population in the deprived areas Rurality: Core funding per head
000 Least deprived areas Most rural £ Arranged
"’ high to low
Most deprived areas @ Viost urban

Source: Scottish Government Financial circular February 2020, Open Data Manchester using Scottish Index of Multiple Deprivation
(SIMD), 2020. SIMD is a relative measure of deprivation across small areas, known as data zones. It looks at the extent to which an area
is deprived across multiple factors including income, employment, education, access to services, health, housing and crime.
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Policy

Implementing national policies and initiatives brings further challenges

Local government is a major contributor to a wide range of national policy priorities and
initiatives. Councils, and integration joint boards, need to balance responding to these with
local priorities. Responding to national and local priorities, with increasing demographic
pressures and strained budgets is beginning to show in performance.

National Performance Framework

The Scottish Government and COSLA co-signed a refreshed National
Performance Framework (NPF) in 2018

We are open,
connected and

make a positive

contribution in-
ternationally

We value, enjoy,
protect and OUR VALUES
enhance our We are a society which treats all our
environment people with kindness, dignity and
compassion, respects the rule
® of law, and acts in an open
and transparent way
We are
healthy and
active
We have We are well
thriving and educated
innavative skilled and
m businesses. able to
N with quality jobs -
and fair work for
everyone

=)

Local government is a major contributor to the range of outcomes the

NPF aims to improve.

We tackle @

poverty by
sharing
opportunities,
wealth and power
more equally

We live in

communities 000
that are inclusive, EG}
empowered,

resilient

and safe

‘We grow up
loved. safe and

respected so
that we

realise our Q?
full potential

Having a positive impact on these outcomes will be challenging:

— LGBF measures show performance has either stalled or declined in the

past year - Exhibit 3

— National Performance Framework indicators show a mixed picture of

progress - Exhibit 4
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Exhibit 3

Performance — Local Government Benchmarking Framework data
Since 2013/14, performance has broadly shown improvement. However, the pressure is beginning to show. Over
the last year many performance indicators have been maintained or declined.

Adult social care

Since 2013/14 progress in adult care indicators has been mixed, with around half of indicators
gradually improving. However, in the past year progress for these measures has slowed or showed
a decline. There has been a 4.1 per cent increase in the number of days people spend in hospital
when they are ready to be discharged in the past year, despite an overall reduction of 14 per cent
since 2013/14. Measures show a declining trend in the level of satisfaction. Indicators for adult care
quality have seen a decline in the last year, there has been a three percentage-point decrease in the
proportion of care services graded 'good' or better in Care Inspectorate inspections.

Education and children

Most indicators have improved since 2013/14 but improvement over the past year has slowed and
some indicators have declined, including some educational attainment and early years indicators.

The cost per pupil in pre-school, primary and secondary education has increased. The attainment gap
between children living in the most and least deprived areas has reduced slightly.

Environmental

Many cost indicators show reductions in cost since 2013/14, but performance in many areas has
also declined. Recycling levels have improved since 2013/14 but this has stalled in the last year.
Satisfaction with street cleaning and waste collection has also reduced.

Economic development

There are mixed trends, with improvement in half of the indicators since 2013/14. This includes an
improvement in access to superfast broadband and an increase in the proportion of money spent on
procuring goods and services locally. There was a slight increase in the proportion of unemployed
people assisted into work, but this declined in 2018/19, meaning that overall progress since 2013/14
has been unchanged. Performance has declined in other indicators, such as the number of business
gateway start-ups.

Culture and leisure
Costs for these services have reduced and the number of attendances has increased, however
satisfaction has declined across all services.

Housing

Some indicators have improved since 2013/14 but this has stalled in the past year. The proportion of
housing meeting Scottish housing quality standards has continued to improve to over 94 per cent in
2018/19. Gross rent arrears have worsened year on year since 2013/14.

Corporate
Most corporate indicators have improved or been maintained, but sickness absence for both teachers
and other staff has worsened in the past year.

Note. The LGBF performance information for 2018/19 is summarised in a report National Benchmarking Overview Report 2018-19 and a
tool to analyse the data by council and by service area is available on the Improvement Service's website.

Source: Local Government Benchmarking Framework data, 2018/19, published March 2020




Exhibit 4

Performance - National Performance Framework measures

There is a mixed picture of progress against measures of national outcome priorities. A sample of NPF indicators

are illustrated below.

Health 2013 Change 2018
Health risk behaviours: Percentage of adults with two or more
health risk behaviours (current smoker, harmful drinking, low 28% A +1 29%
ﬂ physical activity, obesity)
Journeys by active travel: The proportion of short journeys less % W o
than 2 miles that are made by walking 41.3% 43 43%
Journeys by active travel: The proportion of short journeys less o o
than 5 miles that are made by cycling 12% A +06 18%
Education
Quality of child care: Percentage of settings providing funded Early % W o
Learning and Childcare achieving good or better across all themes 91.6% 1 90.6%
Young people's participation: Percentage of young adults o/ % o
(16-19 year olds) participating in education, training or employment 90.4%" M +14 91.8%
Employment
o Living wage: Percentage of workers earning less than the o o
‘Q..‘ living wage 18.3% A& +11 19.4%
Gender pay gap: The difference between male and female % W o
full-time earnings, as a percentage of full-time hourly earnings 77% 21 56%
Environment
Energy from renewable sources: Percentage of energy o . o
consumption which is renewable energy 12.7% +8.2 20.9%
Household waste: The amount of household waste generated in 24 0 24
million tonnes ) ’
Wellbeing: Proportion of adults making one or more visits to the 46.2% +127 58.9%
. o A . . o

outdoors per week



Exhibit 4 continued

Community views 2013 Change

Social capital index: A measure of the social networks,

community cohesion, social participation, trust and empowerment,
Y p p p 100 W

that collectively provide an important part of personal and
social wellbeing

Perception of local area: Percentage of adults who rate their

0,

@ neighbourhood as a very good place to live 55%

Satisfaction with public services: Percentage of respondents

who are fairly or very satisfied with the quality of local services 59.9% VW

(local health services, local schools and public transport)

Influence over local decisions: Percentage of adults who agree 299,

that they can influence decisions which affect their local area 0

Satisfaction with housing: The percentage of households 90%

o

satisfied with their house or flat

A 24

2018

95

57.4%

51.7%

20.1%

0 90%

Note.*The baseline year for this indicator is 2016, when the data was first measured.
Source: Audit Scotland, Scottish Government NPF data, January 2020

1
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		Exhibit 4    

		Performance - National Performance Framework measures 

		There  is a mixed picture of progress against measures of national outcome priorities.  A sample of NPF indicators are illustrated below. 





		Health		2013		2014		2015		2016		2017		2018		2013-2018 change



		Percentage of adults with two or more health risk behaviours (current smoker, harmful drinking, low physical activity, obesity)		28		29		32		31		29		29		1

		Journeys by active travel - the proportion of short journeys less than 2 miles that are made by walking		47.3		51.3		45.1		47.8		45.3		43		-4.3

		Journeys by active travel - the proportion of short journeys less than 5 miles that are made by cycling 		1.2		1.8		1.5		1.6		1.8		1.8		0.6

		Education		2013		2014		2015		2016		2017		2018		2013-2018

		Percentage of settings providing funded ELC achieving good or better across all themes		91.6		93.2		92.1		91.6		91.1		90.6		-1

																2016-18

		Percentage of young adults (16-19 year olds) participating in education, training or employment								90.4		91.1		91.8		1.4

		Employment 		2013		2014		2015		2016		2017		2018		2013-18

		Percentage of workers earning less than the living wage		18.3		19.3		20.1		18.4		19.4		19.4		1.1

		The difference between male and female full-time earnings, expressed as a percentage of full-time hourly earnings		7.7		9.1		7.7		6.4		6.6		5.6		-2.1

		Environment		2013		2014		2015		2016		2017		2018		2013-2018

		Percentage of energy consumption which is renewable energy		12.7		14.6		17.4		15.5		19.2		20.9		8.2

		Household waste (million tonnes)		2.4		2.5		2.5		2.5		2.5		2.4		0

		Proportion of adults making one or more visits to the outdoors per week		46.2		48		49		49		52		58.9		12.7

		Satisfaction/Community Views		2013		2014		2015		2016		2017		2018		2013-2018

		Social Capital Index: Social capital is the resource of social networks, community cohesion, social participation, trust and empowerment, that collectively provide an important part of personal and social wellbeing now and in the future		100		100		101		101		100		95		-5

		Percentage of adults who rate their neighbourhood as a very good place to live		55		56		56		57		57		57.4		2.4

		Percentage of respondents who are fairly or very satisfied with the quality of local services (local health services, local schools and public transport		59.9		61.9		57.5		56.1		51.9		51.7		-8.2

		Percentage of people who agree with the statement "I can influence decisions affecting my local area"		22		23		23.6		23.1		22.7		20.1		-1.9

		The percentage of households who report being either "very satisfied" or "fairly satisfied" with their house or flat		90		91		92		92		92		90		0
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Policy

Fairer Scotland Duty

.

p
The duty took effect in April 2018.
It requires public bodies to actively consider
how they can reduce inequalities. Our audit
findings show that councils need to embed a
focus on fairness and equality.

In 2018, The Equality and Human Rights Commission
reported that progress with promoting socio-economic
equalities, before the duty was implemented, had varied
across public bodies. It also identified that most public
bodies are concerned about the resources needed to
implement the duty in their plans and policies.

Health and social care integration

Health and social care integration began in 2016.

Joining up council social care and NHS health
services aims to deliver better services for

communities

( \
The pace of progress with integration has been
too slow.

Adapting to new ways of working continues to be
challenging.

’0 o0

There is deterioration in key performance
indicators, indicative of the strain felt by
integration authorities:

¢ The ‘Rate of readmission to hospital within
28 days per 1,000 discharges’ has increased
by 8 per cent since 2013/14, and over the
past year there has not been any change

e Since 2013/14 there has been a 14 per cent
reduction in the ‘Number of days people
spend in hospital when they are ready to be
discharged, per 1,000 population (75+), but
a 4 per cent increase in the last year.

Other major policies and initiatives

( N\ ( N\ ( N\ ( N\ \
Climate Tackling Early Additional Welfare Planning
change - child learning and support for reform - (Scotland)
Scottish poverty - child care - learning - rollout of Act 2019 -
Government Scottish ambitious meeting the Universal new focus on
has set a Government targets set for individual Credit brings 'place' based
target of has set increasing the support changes to planning with
net-zero income funded hours needs for systems and partner and
emissions targets for provided children is increased community
by 2045 2023 and 2030 (deferred due challenging demand engagement

but current to the COVID- with current on advice
child poverty 19 pandemic) resources services
levels are

high
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Financial

Local Government faces a range of financial challenges

The demands on services to deliver more to meet community need is magnified by

other pressures on budgets. The COVID-19 pandemic will bring further demands on local
government services and budgets. Scottish Government funding is the main source of funding
for local government. The level of this funding in the medium-term is uncertain. The flexibility
in how funding is used is reducing. This affects which, and how much different services need
to find savings. The workforce is local government’s most important resource, but staff costs
are increasing, adding further pressure.

Scottish Government funding

4 3\
2020/21 revenue funding increased

by 1.5 per cent (real terms) from the
previous year to £10.7 billion

Since 2013/14 it has reduced by
3.3 per cent (in real terms)

These figures do not include additional
funding identified since April 2020

. J

Ve

Councils have less flexibility in how they
use funding.

Funding dedicated to national policy
initiatives, increased from £1 billion

in 2019/20 to £1.5 billion in 2020/21,
equating to 14.1 per cent of council
funding from the Scottish Government.

~N

s N
The funding levels for the medium-term
are uncertain. Funding settlements do

not yet provide information for more

than one year. The Scottish Government
has committed to moving to multi-year
indicative budgets in the future

O
\ 4

in population

Local government needs to respond to increasing
service needs from communities with changes

Increasing cost pressures

Vs

Increasing staff costs, including meeting the national living
wage, are a significant pressure on budgets

: i1

The cost of caring for
looked-after children
in both residential and
community settings
has continued to grow
since 2013/14, by

Spending on home care
for older people has
risen by 13.7 per cent
since 2013/14, and by 1.9
per cent in the last year,
but the number of hours

N\

5 per cent and 17 per of homecare provided 2020/21
cent respectively has only increased by 1.3
per cent since 2013/14
4 J \ J N

For example, North Lanarkshire Council has partly attributed its high
cost of adult care to commitments in paying the national living wage

19 councils including North Lanarkshire are accredited Scottish Living
Wage employers, which pay a higher rate than the national living wage

The national living wage increased by 21 per cent between 2016/17 and

]|

Managing the funding gap

(> ] =]
)

councils

funding gaps

With increasing cost pressures, meeting the funding
gap continues to present significant challenge for

Councils have been using reserves to manage

N

up to 4.84 per cent

In 2020/21, the Scottish Government expects a council tax increase of

20 councils are increasing council tax by this proportion

The highest council tax in Scotland for 2020/21 (D Band) is Midlothian
at £1,409 and the lowest is South Lanarkshire at £1,203

. J . J
( . - -y \ ( )
The funding gap for 2019/20 is £0.5 billion, three per Councils are seeking other ways to increase income. Most are
cent of revenue income increasing fees and charges for some services. Some councils are
In 2018/19 16 councils ended the year with a lower seeking to introduce a visitor levy
level of reserves than the end of the previous year.
This is not sustainable in the long-term
. J . J




22 |

Spending

Spending on education continues to rise, while spend in most other service areas is falling
With increasing need from population changes, statutory and policy requirements, over two

thirds of council spending is on education and social care.

00, % change % change
".l' Education, Social work and Environmental services cash real terms
Education, Social work and Environmental Education 10.4 15
services increased net expenditure from
2013/14 to 2018/19.
_ . o _ Social work 71 1.5
Adjusted for inflation (in real terms), spending
on Education and Social work increased and
decreased by only 1.5 per cent respectively. N Environmental
real terms, Environmental services spent over garvices 2.9 -5.4
five per cent less in 2018/19 than in 2013/14
. [») V)
EEE Other services areas % change % change
cash real terms
Other service areas have borne higher Cultural and related
o . -6.2 -13.9
levels of savings in cash and real terms. services
For example, planning services, roads and
transport, and culture and related services. Roads and transport 18.2 -24.8
Planning and
development services 217 -33.5
Central services 274 -33.3
Non-HRA housing 19 99
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Exhibit 5

Local government service expenditure
A comparison of net revenue expenditure between 2013/14 and 2018/19 (cash terms)

Non-HRA housin
on 9 ‘ - 2013/14 Net Expenditure

Central services g - . 2018/19 Net Expenditure

Planning and
development services '
Environmental

services —

Roadsand a
transport AR

Social work .‘

Cultural and 3
related services W

as

Education 1

£ billions

Source: Audit Scotland using Scottish Government local financial returns 2013/14 - 2018/19 m
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		Exhibit 5

		Local government service expenditure																		CHANGE IN SPEND 2013/14-2018/19



		Cash versus Real terms element of exhibit 																		% change since 13/14 real terms		% change since 13/14 cash terms

		CASH TERMS
£million		2013-14 Net Expenditure		2018-19 Net Expenditure				REAL TERMS
£million 		2013-14 Net Expenditure		2018-19 Net Expenditure





		Education		4,579		5,057				Education		4,980		5057				Education		1.53%		10.44%

		Cultural & Related Services		614		575				Cultural and Related Services		667.9		575				Cultural and Related Services		-13.87%		-6.25%

		Social Work		3,031		3,247				Social Work		3297		3247				Social Work		-1.52%		7.12%

		Roads & Transport		459		375				Roads & Transport		499.4		375				Roads & Transport		-24.84%		-18.25%

		Environmental Services		659		678				Environmental Services		716.3		678				Environmental Services		-5.36%		2.94%

		Planning & Development Services		279		202				Planning & Development Services		303.8		202				Planning & Development Services		-33.51%		-27.68%

		Central Services		484		351				Central Services		526.6		351				Central Services		-33.28%		-27.42%

		Non-HRA Housing		321		315				Non-HRA Housing		349.7		315				Non-HRA Housing		-9.79%		-1.88%





		A comparison of expenditure between 2013/14 and 2018/19 (cash terms, £billion)  



		Local Government expenditure (cash terms) 
£billion		2013/14 Net Expenditure		2018/19 Net Expenditure





		Education		4.579		5.057

		Cultural & Related Services		0.614		0.575

		Social Work		3.031		3.247

		Roads & Transport		0.459		0.375

		Environmental Services		0.659		0.678

		Planning & Development Services		0.279		0.202

		Central Services		0.484		0.351

		Non-HRA Housing		0.321		0.315



		Source: Audit Scotland using Scottish Government Local Financial Returns for councils, 2013/14-2018/19





Audit Scotland
Exhibit 5
Exhibit 5 background data


24 |

To meet the needs of communities

into the future

Doing things differently =

L\

Councils need to plan and implement changes that will allow them to meet the needs

and improve the outcomes for their communities, in an increasingly challenging
context. There are core aspects that need to be considered by political and
management leaders to make good progress with this.

Leadership
@ Change and improvement

m Workforce planning

'@'{3} Partnership working

-@- Community empowerment and engagement

Councils need to invest time and the right skills and capacity to plan for
the future

8. Local government in Scotland has done well over recent years to respond to its
context and find ways to be more efficient. It has continued to provide services
with gradually reducing levels of funding and increasing pressures on its services.
However, the challenges are growing, and the strain is beginning to show in
terms of managing the funding gap, maintaining service performance levels and
meeting their communities’ needs. To provide for their communities in coming
years, councils and integration joint boards (IJBs) need to be open to doing things
differently. It is complex with many interacting factors and stakeholders and it
takes time to plan, implement and establish changes. It is important that councils
recognise the increasing urgency to invest the time, knowledge and skills to plan,
develop and put into practice efficient and effective new ways of working for the
future. This will often mean re-prioritising the time of key managers and leaders
within the organisation to free-up the right capacity to lead this important work.

9. The Commission recognises the challenges, complexities and the uncertainties
that local government faces. It encourages councils and 1JBs to build on progress
made in recent years but recognises that now more radical change is required.
Recent Commission reports looking at local government in Scotland have
emphasised the importance of:
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e developing leaders, staff, and skills to deliver change. This requires
effective leadership and workforce planning that is clear about the
workforce needs now and in the future, where the gaps are and what
training or other action is needed to fill them.

e improving services' efficiency and performance through transformation and
redesigning services around the needs of the people who use them.

e collaborating with partners, the third sector (such as charities) and
communities to think differently about how to deliver and fund services and
to continue to seek and implement innovative ways of working.

e undertaking medium- and long-term financial planning to deliver national
policy commitments while continuing to sustain local services with
reducing budgets and increasing demands.

10. These recommendations are becoming increasingly urgent. In this section of
the overview we set out progress against these and other important contributing
factors to effective change, which reflect some of the core characteristics of Best
Value. The statutory guidance for Best Value (@) provides a framework that
councils and I1JBs should have regard for, in planning and implementing change,
as well as for broader good governance.

Leadership

Effective leadership is even more critical at a time of increasing pressures
and change

11. Good leadership is fundamental to good governance and in setting and
delivering priorities for communities. In a time of increasing pressure on services
and finances, this becomes even more critical. To do things differently in
substantive ways takes time and requires a clear vision and strong leadership to
make it happen. Both political and managerial leaders need to have the strategic
vision to make the difficult decisions this might involve. They also need to have
the leadership skills to engage effectively with and provide support to staff,
partners and communities to navigate change.

12. In the Local Government in Scotland: challenges and performance 2019
report (+), the Commission emphasised that effectively led councils recognise
that the financial and demand pressures mean that planning and implementing
changes to find efficiencies alone is no longer enough, and that redesigning
service delivery is needed. Council leaders differ in their recognition of the need
for more radical change and their role in driving this. For example, we reported
this year:

e (Clackmannanshire - The council’s financial position has improved but
remains very challenging. The council recognises that its finances are not
sustainable in the longer term without transformation. It cannot continue to
avoid or defer difficult decisions about services.

e Scottish Borders - The council recognises the degree of change needed
to meet its challenges. Making progress will require good leadership by
councillors and the corporate management team.

¢ Midlothian - Councillors need to show better leadership to deliver the
necessary change and to make difficult decisions about the future shape of
services. Councillors need to work together urgently to agree the medium-

W

Best Value is a
statutory duty for
local government
bodies. The
requirements include
among others:

® to make
arrangements to
secure continuous
improvement
in performance
(while maintaining
an appropriate
balance between
quality and cost);
in securing that
balance, have
regard to economy,
efficiency,
effectiveness, the
equal opportunities
requirement and
to contribute to
the achievement
of sustainable
development

e t0 make
arrangements for
the reporting to
the public of the
outcome of the
performance of
functions.

The refreshed
statutory Best

Value guidance

is available on the
Scottish Government
website.

—



https://www.audit-scotland.gov.uk/uploads/docs/report/2019/nr_190321_local_government_performance.pdf
https://www.audit-scotland.gov.uk/uploads/docs/report/2019/nr_190321_local_government_performance.pdf
https://www.gov.scot/publications/best-value-revised-statutory-guidance-2020/
https://www.gov.scot/publications/best-value-revised-statutory-guidance-2020/
https://www.gov.scot/publications/best-value-revised-statutory-guidance-2020/
https://www.gov.scot/publications/best-value-revised-statutory-guidance-2020/
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term financial strategy and transformation programme required to address
the council’s challenges.

e Highland - Difficult decisions lie ahead for the council, requiring effective
leadership. We therefore urge councillors to continue to work constructively
together with council officers and communities.

13. Good working relationships (@ between councillors and officers, and
across political divides, is a significant contributing factor to effective strategic
leadership, clear direction and to supporting effective change and improvement.
Through our Best Value work we have seen that weaker relationships affect the
focus and pace of progress in delivering change. To make the significant changes
required, it is even more important that councillors develop and maintain positive
relationships with officers and each other and work together to deliver
sustainable services.

Changes in officer leadership need to be managed effectively

14. Since August 2018, almost one third of councils have experienced a change
of chief executive. This high turnover is also reflected in [JBs, with over one-third
of senior |JB staff having changed in 2018/19.

15. Changes in leadership have been managed well and had a positive impact

in some councils, for example in North Lanarkshire and in Perth and Kinross.

In other councils, changes in the senior leadership team have resulted in a loss
of knowledge and experience (or ‘corporate memory’) and of momentum. For
example, this has been observed in Stirling and Highland councils. This highlights
the importance of appropriate succession planning arrangements and building
skills and capacity in management teams to support continuity of leadership and
direction when senior staff leave.

16. Effective leadership development is essential to ensure that change is

well managed at the right level and pace. The availability, capacity and depth

of leadership skills across the public sector is an increasingly important issue.
Organisations are competing not only with each other for the best quality leaders
but also with the private and third sectors. Chief officer posts across councils and
|UBs need to be attractive. The Commission recognises that this is a complex
and difficult issue given the context and scale of the challenges for chief officers
of both councils and [JBs. Reflecting its importance, leadership, including the
turnover in senior staff and the effectiveness of succession planning, is of
specific interest to the Commission and an issue it plans to focus on in

the future.

Councillors need to ensure they have the skills and knowledge to provide
a high standard of scrutiny and decision-making

17. The uptake of training and development by councillors remains variable and
affects the ability of elected members to make difficult and complex decisions.

18. Effective leadership and decision-making require councillors to understand
their roles and responsibilities at a strategic level, alongside being local
representatives. They need to be well informed about the complex and changing
landscape of national and local issues. To support this, councillors need to have
access to good-quality training and development @ opportunities and they
need to take ownership and responsibility for their own development needs.

19. It is disappointing that the quality and uptake of training and development
opportunities by councillors continues to be variable. WWe have highlighted the

r@—

The Commission has
previously reported
on the importance

of constructive
working relationships
- How councils

work, in 2010:

Roles and working
relationships - are
you getting it
right? and 2016:
Roles and working
relationships in
councils - Are you
still getting it right?.

®

Am | aware
what succession
planning and
leadership
development
arrangements
are in place for
the corporate
management
team?

Am | satisfied
that these are
appropriate?

@—

There are many
resources available
for councillor training
and development,
including a range of
tools and support
from COSLA and the
Improvement Service

®

Do | know what
issues | need

to develop my
knowledge or
understanding of?

How do | plan to
get the appropriate
training?



https://www.audit-scotland.gov.uk/report/how-councils-work-an-improvement-series-for-councillors-and-officers-roles-and-working
https://www.audit-scotland.gov.uk/report/how-councils-work-an-improvement-series-for-councillors-and-officers-roles-and-working
https://www.audit-scotland.gov.uk/report/how-councils-work-an-improvement-series-for-councillors-and-officers-roles-and-working
https://www.audit-scotland.gov.uk/report/how-councils-work-an-improvement-series-for-councillors-and-officers-roles-and-working
https://www.audit-scotland.gov.uk/uploads/docs/report/2016/hcw_roles_followup.pdf
https://www.audit-scotland.gov.uk/uploads/docs/report/2016/hcw_roles_followup.pdf
https://www.audit-scotland.gov.uk/uploads/docs/report/2016/hcw_roles_followup.pdf
https://www.audit-scotland.gov.uk/uploads/docs/report/2016/hcw_roles_followup.pdf
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importance of this in Best Value reports for many years. Officers need to ensure
that councillors have access to informative, practical and up-to-date training on
key and emerging issues. Councils also need to continue to find ways to promote
and encourage engagement, for example, by widening the availability of training
and, by making relevant materials accessible online to allow greater flexibility and
increase uptake.

20. Personal development plans are a valuable tool for tailoring training to
councillors’ individual needs. Some councils, such as Perth and Kinross, have
systematic arrangements in place to support personal development plans for
councillors. The Commission urges all councillors to ensure that they have a
personal development plan in place that supports them to be as effective as
possible in their role.

21. Inadequate quality of training can have significant implications for councillors’
understanding of issues. For example, in Midlothian Council, we reported this
year that councillors were not always able to understand financial information that
was provided to them. This has implications for the effectiveness of decision-
making. All councillors and councils need to be proactive and systematic in
identifying training needs and putting options in place to meet them.

Medium- and longer-term financial planning still needs to improve to
provide a framework for implementing change
22. The need to find and deliver savings is expected to continue, increasing the

importance of medium- and long-term planning to manage these financial challenges

and to make well-informed decisions aligned with council priorities. Previous
Commission reports have recommended that councils should plan for a range of
scenarios, so that they are prepared for different future levels of funding )
and income.

23. The Commission has previously highlighted in its overview reports the
importance of good medium- and long-term financial planning as a fundamental
tool to support councillors and officers to make well-considered decisions

and effectively manage the continuing challenges and pressures. In the Local
government in Scotland: Financial Overview 2018/19 (+), we reported that all
councils now have medium-term financial planning covering three years or more,
but long-term financial planning has not improved since last year. The report also
highlighted that in |JBs, medium-term financial planning is improving but no 1JB
had a financial plan that extended for more than five years.

24. Councils and |JBs need to continue to improve their approaches to medium-
and long-term financial planning. Financial plans should be at the core of strategic
planning and decision-making. They should be reviewed and refreshed annually,
ensuring that the information is current and accurate. Financial planning should
include:

e estimates of Scottish Government funding

e projections of corporate and service level income

e projections of corporate and service level expenditure

e projections of the costs of borrowing.

®

Do | have access
to training and
learning materials
that meet my
needs?

Do | have

a personal
development

plan in place for
training, learning
and development,
that will assist me
to be as effective
as possible in

my role?
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Scottish Government
funding to councils

is likely to reduce

in the medium

term. The Scottish
Government's five-
year strategy sets
out its spending
priorities. Services
not identified as
priorities will be
disproportionately
affected by any
reductions to the
Scottish budget.
These services could
face between one
and 16 per cent real
terms reduction to
their budgets.

In addition, the
Scottish Government
forecasts it may
need to budget for a
revenue shortfall of
£1 billion over three

years.



https://www.audit-scotland.gov.uk/uploads/docs/report/2019/nr_191217_local_government_finance.pdf
https://www.audit-scotland.gov.uk/uploads/docs/report/2019/nr_191217_local_government_finance.pdf
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25. Accurate and detailed information on factors such as these will assist
councillors and officers to make informed decisions about changes in service
design and delivery.

@ Change and improvement

Most councils have a change programme in place, but more radical
thinking is needed for longer-term solutions

26. The Commission emphasised in its Local Government in Scotland:
challenges and performance 2019 report (+), the increasing urgency for
councils to be open to fundamental changes in how they deliver services. There
is limited evidence that councils are changing the way they deliver services to the
extent that is needed to respond to the forecast financial challenges, increasing
pressure on services and to improve outcomes for communities. Most councils
have continued to respond to tightening budgets (@ through efficiency
savings, some restructuring and using financial reserves. While substantial
savings have been made in recent years, more fundamental changes in the
way council services are organised and delivered are needed. Using reserves to
manage funding gaps is not sustainable.

27. Councils” approaches to making changes vary. Some councils include service
re-design as part of existing operational and improvement activities, whereas
most councils have a formal change programme in place. This is often branded
as a transformation programme, which sets out a range of change objectives,
accompanied by strategies to achieve them and specified timescales for when
they will be delivered. However, many councils following this approach are still at
the beginning of their programmes or have recently refreshed them. Our 2019/20
Best Value audits found some positive examples of partnership working to
redesign services:

¢ Midlothian Council - more than 16 organisations from the Community
Planning Partnership and the third sector are working on a project to
redesign mental health and wellbeing support services.

e Stirling Council worked in partnership with NHS Forth Valley and the
Scottish Ambulance Service to create Stirling Health and Care Village
which opened in January 2019.

28. Delivering services differently should be focused on improving outcomes in
ways that are affordable. The aim to is to find more efficient and effective ways to
improve outcomes for communities and, their experiences of services. This might
mean providing services very differently or changing how and what services

are provided. In planning change, a council should be clear about the objectives
and how they link to its vision, priorities and local plans, as well as about its duty
to demonstrate Best Value. This requires investing the time and knowledge of
political and managerial leaders and key staff to develop the thinking and plans for
a medium- and long-term strategy.

29. The Scottish Approach to Service Design [=] (SAtSD) provides a set of
key principles to follow in designing services. It was developed by the Scottish
Government in response to the 2011 Christie Commission recommmendations on
empowering individuals and commmunities by involving them directly in designing
the public services they use. The SAtSD was updated and published in June

®

How effectively
do the council’s
medium- and
long-term financial
plans reflect
the population
projections for
my area and the
resulting need
for services and
infrastructure?
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The Local
Government in
Scotland: Financial
overview 2018/19
sets out how
councils responded
to tightening budgets
in 2018/19 and their
plans for 2019/20.

Councils’ 2019/20
financial plans
identified a total
funding gap of £0.5
billion (three per cent
of income).

Councils planned to
meet 66 per cent of
this through savings
and 13 per cent
through reserves.

In 2018/19 councils
did not meet their
savings targets

and they used
more reserves than
planned.



https://www.audit-scotland.gov.uk/uploads/docs/report/2019/nr_190321_local_government_performance.pdf
https://www.audit-scotland.gov.uk/uploads/docs/report/2019/nr_190321_local_government_performance.pdf
https://www.gov.scot/publications/the-scottish-approach-to-service-design/
https://www.audit-scotland.gov.uk/uploads/docs/report/2019/nr_191217_local_government_finance.pdf
https://www.audit-scotland.gov.uk/uploads/docs/report/2019/nr_191217_local_government_finance.pdf
https://www.audit-scotland.gov.uk/uploads/docs/report/2019/nr_191217_local_government_finance.pdf
https://www.audit-scotland.gov.uk/uploads/docs/report/2019/nr_191217_local_government_finance.pdf
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2019. It sets out key considerations for service redesign that aim to explore
problems openly and collaboratively, before finding and designing a solution in
a way that removes organisational and sector boundaries. Key features of the
approach include:

e identifying ways to design services around the key challenges, rather than
around the structure of the public sector

e increasing collaboration with local people to better understand local issues
and, in doing so, identify sustainable