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Stirling Council 
Date of 
Meeting:  4 June 2020 

Not Exempt 

Financial Impact on Stirling Council from COVID-19 

Purpose & Summary 

The purpose of this report is to provide the Council with an update on the current financial 
challenges the Council is facing in relation to the current pandemic situation and the 
potential impact this will have on the 2020/21 budget.  This is based on best available 
information at this time, and the financial impact will be subject to future change, and this 
will be reported accordingly to the Council. 

Recommendations 

Council is asked to: 

1. note the financial impact contained within the report caused by the unprecedented
financial pressure under which the council is now operating; and

2. request that officers bring a further financial impact report to the Council meeting on
30 June 2020, setting out proposed measures to mitigate the impact as far as
possible.

Resource Implications 

Responding to the current pandemic has impacted on finance, people and assets.  The 
financial implications are as set out in this report and appendices. 

Legal & Risk Implications and Mitigation 

Stirling Council is currently creating a Covid-19 Risk Register.  This will include all 
identified risks that may affect the local authority in relation to the pandemic and also 
include potential mitigation measures.  Amongst those risks will be the risks to the 
Council’s financial sustainability, in what was already a tight financial budget scenario. 



1. Background 

1.1. The impact of the country’s response to the pandemic crisis has led to a massive 
reduction in economic, commercial, tourism and other activity within the UK and 
large scale government financial interventions have been made available during 
these unprecedented times to provide financial support to private sector businesses 
through a host of measures, some of which local government have been asked to 
administer. 

1.2. The Scottish Government has also provided Scottish councils with a range of 
financial support measures, some of which are a result of UK government financial 
assistance measures that have a Barnett consequentials impact on Scotland. 

1.3. This report therefore provides an initial assessment of the financial position of the 
Council based on a set of planning assumptions, which in turn allows information to 
be presented with the best knowledge available at this time.  The financial impact 
for the Council will continue to be monitored and reported on, and will change as 
the country’s response to the COVID-19 crisis evolves over time. 

2. Considerations 

Financial Context 

2.1. The impact of the current unprecedented position the world finds itself in due to the 
global pandemic means that, in predicting what the financial impact of this will be, 
assumptions have had to be applied where there is no empirical evidence that can 
be relied on.  A range of impact assumptions have therefore had to be used, some 
of which pay reference to activity in previous financial years, as well as activity in 
the early part of the 2020/21 financial year.  The major impacts on the Council’s 
finances are anticipated to be caused by: 

2.1.1. Reduced income streams being achieved; 

2.1.2. Increased costs being incurred to respond to the pandemic and to follow 

2.1.3. Possible additional borrowing costs arising from the need to fund negative 
cash flow movements 

2.1.4. Approved budget savings not being achieved; 

2.1.5. Other, as yet, unknown factors. 

2.2. In relation to the final point above, this will include, but is not restricted to: 

2.2.1. When the current lockdown will be eased/lifted; 

2.2.2. Societal/behavioural changes that may ensue following changes to the 
current lockdown position; 

2.2.3. Further peaks in the outbreak of the pandemic leading to further restrictions 
etc.  

 

 

 

 



2.3. Whilst a large proportion of the £3.5bn made available so far for the COVID-19 
response has been routed through Local Government, only £80M has thus far been 
made available directly to councils to support communities (£50M Hardship & £30M 
Food Fund), but this funding will not be sufficient as lockdown continues.  
Additional Scottish Welfare Funding has been granted to councils, but is ringfenced 
for that purpose, and business support grant funding has been allocated to 
councils, as delivery agents for the Scottish Government’s scheme, and again is 
ringfenced for that specific purpose.  Appendix 1 sets out a summary of the £350M 
funding already announced by the Scottish Government. 

2.4. It should also be noted that dialogue has taken place between the Scottish 
Government about the release of Barnett consequential funding of £155M, which 
resulted from a £1.6 billion allocation to local government at UK level.  The Scottish 
Government had committed in principal to make this available to local government 
in Scotland, and following information being provided by COSLA, setting out the 
magnitude of the short-term implication, agreement was reached to release the 
funding.  At the time of writing this report, formal notification has not been received 
by the Scottish Government about Stirling Council’s allocation of the 
consequentials funding, but it is anticipated to be around £2.5M. 

2.5. As Elected Members will appreciate, assumptions are moving rapidly as new 
information is provided and/or new government announcements and guidance are 
provided.  Along with officers from all 32 Scottish councils, Stirling Council officers 
are involved in a detailed information gathering exercise to establish what the 
2020/21 financial impact might be across the country.  This exercise is being co-
ordinated by COSLA and the Scottish Local Government Directors of Finance, and 
the information produced will be used for a number of purposes: 

2.5.1. To inform Elected Members of individual councils what the likely impact 
might be for local councils; 

2.5.2. To inform COSLA Leaders what the emerging national position is for 
Scottish Local Government; and 

2.5.3. To inform dialogue between local government and central government 
about any additional financial support that might be necessary to help local 
government remain financially sustainable throughout this unprecedented 
crisis. 

2.6. The financial impact for Stirling Council set out in this report is largely informed by 
the information gathered via the COSLA/Directors of Finance exercise. 

2.7. The current financial planning assumptions (as at the time of writing this report) are 
as follows and are considered Best Case Scenario: 

2.7.1. general assumption that there will be a material loss of customer income in 
the first three to four months of the financial year; 

2.7.2. variable cost expenditure will be reduced where possible to mitigate loss of 
income; 

2.7.3. possible shortfall in the ability to capitalise costs due to staff resources 
being diverted to critical services and incident response; 

2.7.4. significant pressure on the delivery of 2020/21 approved budget savings as 
management resources are diverted to support the crisis response; 

 

 



2.7.5. Council Tax collection levels are likely to be adversely affected as the 
financial situation of a significant number of taxpayers is impacted – the 
detailed impact is not known with any certainty at this stage, but will be 
very closely monitored by officers; 

2.7.6. Similarly, HRA rent collection levels are likely to be adversely impacted; 

2.7.7. Capital - significant impact on the spending profile and borrowing 
requirements due to closure of construction sites and disruption to supply 
chains; 

2.7.8. Capital Receipts - delays experienced in achieving cash from capital 
receipts means other funding streams may have to be identified or capital 
spending plans reduced; 

2.7.9. ALEOs such as Active Stirling may require support funding from the 
Council to maintain their position as a 'going concern' due to their income 
streams being close to nil at present; 

2.7.10. Market opinion – local government credit rating remains aligned to UK 
Sovereign position; 

2.7.11. Support to Response - Hardship funding of £0.9M provided by the Scottish 
Government will be used to support the response and the implications of 
the COVID-19 situation; 

2.7.12. Support to Response – Food Fund funding of £0.4M provided by the 
Scottish Government will be used to support the response and the 
implications of the COVID-19 situation; 

2.7.13. Support to Response - Grants scheme now operational and cash being 
paid to businesses from start of April, interim funding (£21.9M) from 
Scottish Government was received early April; and 

2.7.14. Support to Response - Implement extended NDR relief automatically, 
funded by change in grant payment profiles. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



2.8. Based on the detailed examination of additional costs and likely lost income, the 
2020/21 financial impact for the General Fund, based on the current national 
lockdown conditions being in force until the end of June is currently estimated to be 
in the region of £5.5M, as set out in Table 1 below.  The figures have been 
prepared by finance staff working in conjunction with service staff, using the latest 
financial data, which is limited but building, best judgement and knowledge of the 
current situation as it has developed to make reasonable estimates and taking into 
account the budget decisions agreed on 12 March 2020. 

Stirling Council COVID-19 Financial Impact   

Q1 2020/12 (April - June) Recurring One Off Total 
 £000 £000 £000 

1.  Mobilisation / Immediate Response Costs    

Social Care Costs Outwith Remit of IJBs 243 0 243 

Housing and Support for Vulnerable People 665 20 685 

Workforce Costs 541 229 770 

Non-Workforce Costs 153 6 159 

Total 1,602 255 1,857 
  

 
 

  
 

 

2.  Lost Income & Other Costs 4,583 1,149 5,732 
  

 
 

   

Overall Total Additional Cost & Lost Income 6,186 1,404 7,590 
  

 
 

  
 

 

3.  Reduced costs as a result of COVID-19 844 0 844 
    

    

Additional Costs, net of Cost Reductions 5,341 1,404 6,745 
    

Less Government Funding confirmed:    

Hardship Fund (£50M across Scotland)   (878) 

Food Fund (£30M across Scotland)   (417) 
    

NET IMMEDIATE ADDITIONAL FINANCIAL 
IMPACT 

  5,450 

2.9. Although this impact covers the period to the end of June, the current lockdown will 
not end abruptly, and the impact will therefore impact for a longer period.  Finance 
officers will be updating the COSLA data-gathering exercise on a fortnightly basis, 
and this will in turn be used to inform the Council Management Team and Elected 
Members of the emerging picture for Stirling.  It is clear, however, that the impact 
above in Table 1 will increase as the effect of the current pandemic extends beyond 
June, and once the nature of any easing of the current conditions is made clearer 
by the Scottish Government, the ongoing impact can then be assessed by councils. 



2.10. Should income collection levels from fees and charges not increase significantly, 
the financial loss for Stirling Council could be between £1M and £1.5M per month.  
There will also be additional cost pressures that will be incurred. 

2.11. An estimated loss of council tax income of £0.959M for the year has been included 
at this stage out of a total billed of £52.7M, based on a 2% reduction in collection, 
although it should be stressed that this is an early estimate and requires to be 
compared with the payment experience in the early months of the financial year.  
Similarly, a rent collection loss of £0.25M per month from May 2020 has been 
included, and this will also require to be tested against actual collection patterns. 

2.12. Appendix 2 shows the detail of the anticipated additional costs and income losses 
for the period to the end of June 2020. 

Medium-Term / Recovery Position 

2.13. Whilst the much of the Council’s efforts have been focused on addressing the 
immediate crisis, it is clear that attention needs to turn to the recovery phase and 
assess what the financial and implications will be beyond the end of the current 
conditions.  However, the recovery phase will run alongside the immediate crisis 
management of the current restrictions and there is still considerable uncertainty 
around the length of the period we will be living with the virus, living with restrictions 
around service delivery in terms of physical distancing etc. and all the associated 
costs (and loss of income). 

2.14. It can be anticipated that it will take some time, if at all, for services to return to the 
pre-COVID-19 situation.  As stated above, loss of income is the single largest 
challenge facing Stirling Council.  Recovery will, to a great extent, rely on economic 
recovery and behavioural change/recalibration of social norms.  It is likely that the 
“unseen damage” will fall on Councils to address.  Economic fragility will have a 
significant, if as yet, not fully quantified impact. 

2.15. Councils will therefore need to plan for achieving a balanced budget without 
recourse to income as a solution to addressing budget pressures.  Inevitably this 
will place pressure on core services, possibly without full additional financial 
support from the Scottish or UK Governments.  It is inevitable that there will be less 
financial resource in the ‘whole system’, and as a consequence, some service will 
have to be significantly reconfigured or stopped altogether as things are prioritised. 
Councils will require additional flexibility around, for example, borrowing and ring-
fenced funding, to address this situation and to think about what services might 
look like in future, and it would be wise to plan for service delivery not being in pre-
COVID-19 conditions. 

2.16. The Scottish Government has already allowed councils some flexibility around 
grant funding for key policy initiatives, e.g. Early Learning and Childcare and Pupil 
Equity Funding.  However, the degree to which this will assist councils varies 
across Scotland depending on the existing level of commitments against these 
funding sources. 

2.17. At the same time councils will need to plan for the restoration of services, and how 
these can be implemented, whilst complying with social distancing and other 
adjustments to previous norms.  This will create significant challenges for councils, 
and again impact on income.  For example, the reopening of schools is likely to 
place significant financial pressure on councils, where additional costs in both 
revenue and capital will be incurred to allow social distancing to take place and for 
education to be delivered in a safe environment. 

 



2.18. Councils will all now be required to take action to support their local economy and 
support local businesses.  It is likely that there will be significantly increased levels 
of unemployment, and particularly youth unemployment, and local authorities will 
want to do whatever they can to reduce its impact on local communities.  There are 
also anticipated increases in vulnerabilities of communities coming out of lockdown, 
unseen protection issues, mental health and other issues.  Local Government is 
clearly a key part of the national response in tackling these issues.  In seeking 
solutions to address some of these issues, there may be challenges, for example in 
assessing value for money, and compliance with procurement legislation. 

Longer Term Position 

2.19. Local Government is best placed to rebuild fragile economies and support the most 
vulnerable people within their local areas, and to help people deal with the impact 
of COVID-19 for the foreseeable future. 

2.20. Whilst the longer term offers councils the chance to lead the process of recovery, 
this can only be achieved if councils are placed on a sound financial footing.  It is 
clear however, that there will be a need to review, and change, the way in which 
services are delivered, for example increased digitalisation.  But this will require 
investment. 

2.21. The building blocks for recovery need local delivery.  The main services to support 
recovery - education, social care, housing, employability, business support, 
economic development, etc. - will not be able to provide effective support if not 
funded adequately.  Councils can put support into the local economy through 
revenue and capital investment programmes, provided they are given the 
resources to make this happen.  The key and unique role of Councils stretches 
across the public and private sectors, and is one of the principal drivers for 
economic growth and community recovery. 

2.22. The current emergency has shown the important role Councils play at a local level, 
providing services that are valued greatly by our communities.  Economic recovery 
will not succeed without protection and enhancement of core funding, therefore the 
conversation between local and central government on the funding of council 
service from hereon, needs to be radically different to previous years. 

Addressing the Position 

2.23. It can be seen from above that, regardless if the lockdown is significantly eased at 
the end of June or if restrictions continue for an extended period, there is a 
considerable and unprecedented in-year financial pressure facing the Council. 

2.24. Elected Members will be aware of the Council’s statutory responsibility to set a 
balanced budget against which we need to then deliver a balanced position at the 
end of the financial year.  The position set out above shows that immediate 
intervention is required to maintain the Council’s balanced budget position as set by 
the Council in March 2020.  Potential solutions will need to be explored to 
determine the way in which the Council will have to address the financial position, 
and will include, but will not be limited to: 

2.24.1. Application of existing and any further government intervention funding; 

2.24.2. Applying spending restraint to the budgets approved by the Council; and 

2.24.3. Utilisation of reserves. 

 

 



2.25. Even with government support, corrective action will need to be taken to continue 
to deliver a balanced position and ensure the Council continues to be able to fund 
the delivery of core services.  Officers are currently working through a number of 
options to present to Elected Members on actions that can be taken to ensure the 
Council maintains its balanced financial position for the year, and it is proposed that 
a further report be brought to the Council meeting on 30 June 2020.  In certain 
areas, service provision has been temporarily suspended (for example, school 
closures, libraries, etc.). 

2.26. The Council will also be aware that while the Council continues to plan for the 
remainder of the financial year, government guidance is constantly being updated 
and announcements around funding for the economy as a whole continue to be 
made.  In certain instances, this may help alleviate cost pressures for the Council 
but at present the Council has no guaranteed funding from the Scottish 
Government, other than that covered within this report. 

3. Implications 

Equalities Impact 

3.1. The contents of this report were assessed under the Council’s Equality Impact 
Assessment process.  It was determined that an Equality Impact Assessment was 
not required.  

Fairer Scotland Duty 

3.2. The contents of this report were considered in terms of the Fairer Scotland Duty 
and were determined not to be of strategic importance. 

Sustainability and Environmental 

3.3. There is no impact on the Council’s duty relating to climate change.  

Other Policy Implications 

3.4. The coronavirus pandemic has and will continue to cause the local authority to 
assess and where necessary amend policy e.g. health and safety in the work place 
will now have to consider social distancing. 

Consultations 

3.5. N/A. 

4. Background Papers 

4.1. Stirling Council 12 March 2020 – General Fund Revenue Budget 2020/21. 

 

5. Appendices 

5.1. Appendix 1 - £350M Communities COVID-19 Funding. 

5.2. Appendix 2 - Stirling Council COVID-19 Financial Implications as at 10 May 2020. 
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Wards affected:  

Key Priorities: D - We will deliver inclusive economic growth and 
promote prosperity.  We will deliver a City Region Deal 
and pursue policies and solutions that encourage high 
quality, high paying jobs into all of Stirling's 
communities. 

Key Priority Considerations:  

Stirling Plan Priority Outcomes: 
(Local Outcomes Improvement Plan) 

Healthy - People are healthy and live active, full and 
positive lives within supportive communities 

  
 

  



 


