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Dear Derek

I am writing to you in both your capacity as the Cabinet Secretary for Finance & the Constitution
and constituency MSP for Inverclyde in relation to the financial situation which Inverclyde Council
potentially faces, and to extend my request for a meeting where we would be able to discuss the
impact on your constituents in the event that Local Government does not receive a favourable
settlement on 14 December 2017.

I would initially say that I am very aware that a significant factor in the level of funding allocated
to Local Government in Scotland is the continued austerity from the UK Government and its impact
on the resources allocated to the Scottish Government. Inverclyde Council has recognised this
issue in a recent motion passed by the Council and thereafter in a letter sent to both the
Chancellor of the Exchequer and the Secretary of State for Scotland inviting them to visit
Inverclyde and to see first-hand the ongoing impact of their austerity policies. It will be interesting
to see on 22 November whether the Chancellor of the Exchequer has taken any cognisance of the
increasing view that continuing austerity is extremely damaging for individuals, communities and
the overall economy.

However, I also recognise that the Scottish Government makes choices in respect of how it
allocates the funding received from Westminster and has the facility to increase tax income to
invest in public services. Given that Inverclyde Council receives approximately 85% of its annual
funding from the Scottish Government then, unsurprisingly, it is the Scottish Government whom I
hold accountable for the quantum of resources allocated to Inverclyde. This reliance on the Local
Government Grant allocation is accentuated by the continued capping of Council Tax levels at 3%,
which limits any overall budget increase to 0.45%. Given the significant reductions in funding over
the last 2 years this leaves the Council only one option, to cut costs and services.

Over the 2 year period 2016-2018, Inverclyde Council has suffered a cash cut of £11m (6.5%) in
its unhypothecated General Revenue Grant/Non Domestic Rates Income. Whilst extra resources
were allocated to the Council for specific initiatives such as the Pupil Equity Fund, the rules around
the utilisation of these sums are such that these provide additionality to certain services leaving the
rest of the Council’s budget to absorb the reduction in funding. The change in the Council Tax
bands from April 2017 off-set this grant cut by approximately £1.2m but this still meant a 5% cash
cut over the 2 year period. Once inflation and demand pressures are paid for then the Council has
implemented an unprecedented level of savings over the last 2 years in order to balance the
budget.
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24 October 2017

Mr. Derek MacKay, MSP

I attach a table prepared by officers, which clearly demonstrates how the significant budget
challenges faced by Inverclyde Council have arisen in a very short space of time. The table also
includes officers’ latest estimates for the next 2 years based on the latest information received
from the Fraser of Allander Institute and their assessment of what will happen to the core Local
Government settlement unless something changes as part of your budget announcement on 14
December.

During my 10 year tenure as Council Leader I have recognised good financial management as one
of my key responsibilities and do not view that this Council has been in any way reckless with its
expenditure whilst at the same time delivering considerable savings and efficiencies. In fact, over
the period since 2008 recurring savings of £48m have been approved, including over £18m classed
as efficiencies. After budget reductions of this nature, it is clear the Council has limited options
remaining if the funding scenario outlined by my officers comes to fruition.

You will be aware that for the last 3 years the Council has operated a cross-party Members Budget
Working Group, which has been recognised by Audit Scotland as being an exemplar of joint
working. Over recent months the Members Budget Working Group has considered a large number
of savings proposals developed by officers, and you will be aware the Council unanimously agreed
to issue a number of these options for public consultation early in 2018. I have attached the list of
savings for public consultation and a second list of reviews which are due to be considered by
Committee but which will also impact on the public and the workforce.

You will notice from the list, over and above the potential significant local impact, that even if the
savings were taken in their entirety they are not sufficient to close the estimated 2 year funding
gap even after the maximum increase in Council Tax.

My purpose for writing, therefore, is not to seek to abdicate the Council’s responsibilities to
approve a balanced budget for 2018/20, but rather to highlight the very real impact the savings
being considered will have on your constituents and the wider population of Inverclyde, and to ask
for local government to get a fair settlement after 2 years where its funding has reduced
significantly.

The recent Best Value Audit for Inverclyde Council confirmed the Council has a good reputation for
financial management and medium-term financial planning, and there is no doubt that this has
helped manage austerity in recent years. However, continued funding reductions at a time of
increasing demand pressure mean the Council is having to face service delivery decisions which
would have been unthinkable even a few years ago.

I would welcome the opportunity to discuss the contents of this letter and the detail of the
potential savings with you.

Yours sincerely

TN

Stephen McCabe
Leader of the Council
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Appendix 1

Inverclyde Council - The Developing Funding Gap

Unhypothecated Grant Reduction (Note 1)
Increase in Council Tax Base (Note 2)

Pay Inflation/Living Wage etc
Teachers Pensions Increase
National Insurance Increase
Apprenticeship Levy

Auto enrolment

Non-Pay Inflation (Note 3)
General Pressures (Note 3)

Adjustments agreed September 2017
Savings Approved
Use of Reserves

Annual Funding Gap

Notes

2016/17
£m

6.1
(0.2)
1.3
0.3
1.8
0.1
0.4

0.2

(10.0)

0.0

2017/18
£m

4.9
(2.1)
1.7
0.4
0.2
0.5

0.2

(4.7)
(1.1)

0.0

£m
4.6
(0.2)

2.4

0.6

1.0
1.0

(0.9)
(1.0)

7.5

2018/19

2019/20
£m

1.0
0.5

(0.3)
(0.3)

5.5

Total
£m

18.4

(2.5)

7:2
0.3
1.8
0.4
0.9

2.9
1.9

{125
(16.0)
(1.1)

1/ Assumes the £130 million agreed as part of the 2017/18 Budget is baselined with 2018/20 figures based on

Fraser of Allander projections.

2/ Includes £1.2 million due to Band E-H changes in 2017/18.

3/ Excludes any HSCP Inflation and Pressures funded by the Social Care Fund given to the IJB by Health.
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2018/20 Budget

Saving Proposed to be considered by Service Committee

Delivering Differently Programme

Inverclyde

counci

Appendix 3

HSCP - Housing Wardens Service 93 93 0
- Long Term Care Placements 528 528 0
- Learning Disabilities 139 500 8.5
- Mental Health & Addictions - Redesign 162 162 0
ECOD - ASN Service Review 245 367 72
- Safer Communities Restructure 189 189 4
- PPP Unitary Charge 100 100 0
- Leisure Strategy AMP 87 87 0
ERR - Regeneration & Planning Restructure 192 192 4
- Roads Service Review 103 103 0.6
Chief Exec - Management Restructure 450 450 9.0

Other Savings (by Committee)

HSCP - Sundry minor proposals 69 69 0
E&C - Sundry minor proposals 17 17 0
P&R - NDR Discretionary Relief Policy 26 26 0
- Unallocated Welfare Reforms Funding 266 266 0

Totals if all approved 2666 3149 333
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