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1.0 PURPOSE  
   

1.1 The purpose of this report is to highlight the key issues and risks identified in the Audit Scotland 
Report, Scotland’s Public Finances – Addressing the Challenges.  In addition an assessment of 
how the Council is placed in respect of the main matters raised is provided for Committee 
consideration. 

 

   
   

2.0 SUMMARY  
   

2.1 In August 2011 Audit Scotland produced a report Scotland’s Public Finances – Addressing the 
Challenges.  This report gave an overview of the financial environment in the public sector in 
Scotland and outlined what public bodies should be doing to address the challenges. 

 

   
2.2 It is Council practice to present such reports to the Parent Committee for consideration and this 

report intends to fulfil that remit. 
 

   
2.3 The report highlights three keys messages as follows: 

 
 All parts of the Public Sector have less to spend in 2011/12 than in 2010/11.  There is a 

risk that whilst most public bodies have been able to agree a balanced budget for 2011/12 
that the savings needed may not be realised during the year. 

 
 Pay restraint and reducing workforce levels are the most common approaches being 

taken by Public Bodies to reduce costs.  As most bodies have already reduced staffing 
levels through recruitment freezes and voluntary early release schemes, good workforce 
planning is necessary to ensure that the right people with the right skills are available to 
delivery effective services in the future. 

 
 The need to reduce costs provides Public Bodies with an opportunity to reform and 

streamline Public Service delivery and in doing so focus on long term financial 
sustainability.  This requires a clear understanding of the organisations costs allied to a 
process which aligns budgets to priorities and the outcomes to be achieved.  

 

   
2.4 Section 6 & 7 of the report provides the Corporate Management Team’s assessment of how the 

Council is placed in respect of each of these messages and identifies future work required. 
 

   
2.5 Based on the Corporate Management Team’s assessment the Council is in a relatively strong 

position in respect of the financial challenges which lie ahead.  However in common with the vast 
majority of the Public Sector more work is required on understanding the relationship between 
activity levels and costs plus clearly demonstrating that Council budgets are allocated against it’s 
strategic outcomes. 

 

   
   

   
   



 
3.0 

 
RECOMMENDATIONS 

 

   
3.1 It is recommended that the Committee note the Audit Scotland Report, Scotland’s Public 

Finances – Addressing the Challenges. 
 

   
3.2 That the Committee endorse the Corporate Management Team’s assessment of those areas 

which require further work and agree that Officers should continue to progress the development 
of these via the Organisational Improvement Plan Groups. 

 

   
 
 
 
 
 
 
  Alan Puckrin 
  Chief Financial Officer 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 

4.0 BACKGROUND  
   

4.1  It is recommended practice that all Audit Scotland Reports are presented to the Parent 
Service Committee for consideration. 

 

   
4.2 Appendix 1 is a full copy of the Audit Scotland Report, Scotland’s Public Finances – 

Addressing the Challenges which was issued in mid August 2011. 
 

   
4.3 This report highlights the main issues and risks highlighted within the report and 

thereafter gives the Corporate Management Team’s assessment of where the Council 
currently stands in respect of the main issues and risks. 
 

 

   
5.0 MAIN MATTERS HIGHLIGHTED IN THE AUDIT SCOTLAND REPORT  

   
5.1 The key messages within the report are as follows: 

 
 That all parts of the Public Sector have less money to spend in 2011/12 than 

they had in 2010/11 and whilst the vast majority of organisations have been able 
to agree a balance budget for 2011/12 there is a risk that the savings needed will 
not be achieved during the year. 

 
 Pay restraint and reducing workforce levels have been the most common 

approaches that have been taken to reduce costs in the short term.  This has 
been achieved via recruitment freezes and voluntary early release schemes.  
Good workforce planning is therefore necessary to ensure that the right people 
with the right skills are available to deliver effective services in the future. 

 
 The need to reduce the costs provides an opportunity to reform and streamline 

public services and at the same time focus on long term financial sustainability.  
This requires a clear understanding of the organisations costs including the 
relationship between different activity levels and costs and a clear budget 
process for allocating resources to strategic priorities and outcomes. 

 

   
5.2 Page 7 of the report highlights the key risks and issues and refers thereafter to 26 

specific questions which appeared at the back of the report. 
 

   
5.3 The Corporate Management Team has considered the key risks and issues on page 7 

and its assessment of the Council’s current position is in the following section. 
 

 

   
6.0 CORPORATE MANAGEMENT TEAM ASSESSMENT OF THE COUNCIL’S  

 CURRENT POSITION  
   

6.1 The Council has an embedded medium term Financial Strategy covering an eight year 
period.  This Strategy is reviewed on a six monthly basis and reported to the Full 
Council for approval and takes into account latest developments at a UK, Scottish and 
Local level and has proven an effective financial planning tool. 

 

   
6.2 In identifying the future challenges and building in the Council’s key strategic financial 

commitments such as the School Estate, Asset Management Plan and Riverside 
Inverclyde then this allows the Council to plan in advance and take longer term 
decisions both in terms of investment and savings delivery. 

 

   
6.3 The Financial Strategy is treated as a “live document” and not simply a document which 

is produced to tick a box.  The format and use which is made of the Financial Strategy 
by the Council has been recognised by the Council’s External Auditors. 

 

   



  
 

 

6.4 The Financial Strategy has therefore greatly contributed to the delivery of the Council’s 
two year revenue budget cycle and four year capital programme.  Setting a firm two year 
budget allows the Council time to manage both workforce and service delivery matters 
in a better way than the more traditional annual budget process.  It must be stressed 
however that in order for all the above to be truly effective then medium term certainty of 
funding from the Scottish Government is required which in turn requires medium term 
certainty funding from the UK Government. 

 

   
6.5 In setting the Council’s two year budget Members receive detailed proposals in respect 

of both investment/budget pressures and also savings.  Within these proposals Officers 
highlight both the policy and service implications of the proposals plus the workforce 
issues and as such the Corporate Management Team believes the Council is able to 
demonstrate budget decisions match Council policy priorities.  

 

   
6.6 In the Audit Scotland report a concern is raised that organisations whilst agreeing a 

balanced budget for 2011/12 may not be able to deliver the savings needed within year.  
The latest round of budget monitoring reports shows that almost 100% of the agreed 
workstream savings for 2011/12 have already been delivered whilst overall the General 
Fund is projecting a surplus of £850,000.  This clearly demonstrates that within 
Inverclyde Council the savings agreed as part of 2011/12 budget were realistic and 
deliverable.  The Corporate Management Team however do recognise that it is 
important that savings are kept under regular review and as such will be reviewing the 
deliverability of all the 2012/13 workstream savings as part of the updating of the 
2012/13 Revenue Budget. 

 

   
6.7 In terms of reforming public services the Committee will be aware that there are a 

number of exercises ongoing in respect of potential shared services.  The Council 
recognises that given its relative scale and the future public sector financial climate then 
it would be appropriate for the Council to at least consider the possibility of sharing 
certain services where there is a financial case and/or improved resilience.  In addition 
to this Council services are looking at possible arrangements with other public sector 
providers whereby the Council can provide services and generate extra income.   

 

   
   

7.0 AREAS IDENTIFIED BY THE CORPORATE MANAGEMENT TEAM FOR FUTURE  
 DEVELOPMENTS   
   

7.1 Workforce Development has been an area which has been highlighted by the Council’s 
External Auditors on a number of occasions.  It is recognised by the Corporate 
Management Team that this becomes even more important at a time of reducing 
financial resources and hence the need to manage with fewer employees.  Progress in 
this area is monitored via the Organisational Improvement Plan Workforce Planning 
Group which will review the reports recommendations and take appropriate action. 

 

   
7.2 Understanding the relationship between activity levels and costs and demonstrating 

whether the Council is achieving value for money in the delivery of its services is 
another area where the Corporate Management Team recognises that more work is 
required.  Corporate Planning Guidance requires the demonstration of competitiveness 
to be included in each Directorate Plan however this can only really be achieved through 
the generation of robust information which can then be benchmarked with peers.  There 
is an outstanding action in the Finance Capacity Development Plan relating to providing 
improved cost information and the Corporate Management Team recommends that this 
matter be remitted to the Resources Group within the Organisational Improvement Plan 
for further progress. 

 

 
 
 
 

 
 

 

   



7.3 Across the Public Sector there is a drive to develop the “golden thread” linking strategic 
outcomes amongst Community Planning Partners to individual organisations resource 
allocation.  A significant amount of time and resource is being spent at a national level in 
developing this and latest indications are that there is still a way to go in this regard.  
However the Corporate Management Team do believe that the Council should engage 
in this work and as such relevant Officers will continue to monitor developments whilst at 
a local level work can commence with Community Planning Partners. 

 

   
7.4 The Corporate Management Team would however highlight that developing some of 

these proposals to the optimum level would require extra resources at a managerial and 
professional level at a time of significant financial challenges.  Therefore care needs to 
be taken to ensure that delivering against the developments highlighted in section 7 is 
affordable and will deliver real tangible benefits for the Council.  

 

   
8.0 CONCLUSIONS  

8.1 
 

 

The Audit Scotland Report, Scotland’s Public Finances – Addressing the Challenges is 
a useful overview of the issues and risks which face the public sector in Scotland in the 
medium term.   

 

   
8.2 The main issues and resultant issues and risks highlighted in page 7 have been 

reviewed by the Corporate Management Team who provided an overview of where the 
Council currently sits in respect of the matters raised. 

 

   
8.3 Overall the Corporate Management Team assessment is that with the Council’s two 

year budget process, eight year Financial Strategy and Corporate/Directorate planning 
process the Council is in a relatively strong position to face the challenges.  The CMT 
does recognise that more work is required in being able to demonstrate the Council’s 
approach to Workforce Planning, delivery of value for money and allocating resources to 
strategic outcomes. 
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