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This note is concerned with the question of whether the availability of relatively cheap PWLB loans over the past 10 years has led to any features of Scottish local authority borrowing from the PWLB which are potentially problematic. 
The note is primarily based on analysis of the 2019 and 2010 databases of Scottish local authority borrowing from the PWLB. The analysis is concerned solely with local authorities: Scottish bodies like police and fire boards, which can also borrow from the PWLB, have been excluded.
Two tables, attached, have been abstracted from the databases. Both tables show figures for the individual authorities, and for the whole of Scotland. Table 1 shows total debt to PWLB in 2019; per capita debt levels in 2010 and 2019; and absolute and percentage changes over that period. Table 2 considers borrowing from the PWLB at the interest rates of less than 4% which have been available recently. What is shown in the table is the amount of such cheap borrowing, in total, and expressed as a percentage of all borrowing from PWLB; the amount of this borrowing per head; and finally, the percentages of this borrowing which will mature in the short term, that is, before 2029, and in the very long term, after 2060.
Specific points arising from these tables are as follows.

Table 1.
In 2019, the total debt owed to the PWLB by Scottish local authorities was £9.65 billion, (column 1 of Table 1), or an average of £1,766 per head of population: (column 3). This compares with an average debt per capita of £1,335 in 2010: (column 2). The amount per head has therefore grown over this period by 32.3%, or 3.16% per annum. So, overall, there has been modest real growth.
This average overall growth, however, conceals quite a marked pattern of variation at individual local authority level. Seven out of Scotland’s 32 authorities in fact decreased there PWLB debt per head over the period – by as much as £563 per head in the case of Clackmannanshire: (column 4). The authority with by far the highest level of per capita debt in both 2010, and 2019, (the Western Isles authority, Comhairle nan Eilean Siar), in fact shrank its per capita debt over the period by £288 to £5,198.
Most authorities, however, increased their per capita debts. The largest absolute increase was in Shetland, which, starting from being debt free in 2010, increased its debt to PWLB by £2,138 per head of population. The next largest increase was South Lanarkshire, which increased its per capita debt by £1,536. Seven authorities in all increased their per capita debt levels by one thousand pounds or more: the other authorities in this group were East Lothian, (increase of £1,330), Perth and Kinross (£1,271), Dundee City (£1,047), Aberdeenshire (£1,023), and West Lothian (£1,000).

The overall effect was to increase the number of authorities with per capita PWLB debt markedly above the national average. In 2010, two authorities, Eilean Siar and Highland, had per capita debt levels 50% or more above the national average. By 2019, this number had increased to 6. These six authorities, and their per capita debt levels, are: Eilean Siar (£5,198: but, as already noted a decrease since 2010); South Lanarkshire (£3,303); East Lothian (£2,998); West Lothian (£2,969); Dundee City (£2,957); and Highland (£2,724). Four other authorities had per capita debt levels above two thousand pounds.
Table 2.
Interest rates for short term borrowing from the PWLB dropped below 4% at the time of the 2008 financial crisis: and even for the longest term loans from PWLB, the rates have been below 4% since October 2014. So examining authorities’ current outstanding debt at interest rates of less than 4% throws some light on how authorities have reacted to the availability of cheap PWLB finance. Table 2 considers this. The analysis is restricted to loans where the capital is repayable in entirety on maturity, (MAT loans), since the bulk of borrowing from PWLB is now of MAT type.

Authorities currently owe PWLB some £4.4 billion of “less than 4%” debt: (column 1 of Table 2). In other words, almost 46% of Scottish authorities’ total debt to the PWLB is at these cheap rates: (column 2). An analysis of individual authority level indicates that approximately 40% of this debt has been incurred to refinance previously existing debt: and about 60% reflects net new borrowing.
Holdings of “<4%” debt amount to, on average, £807 per head: (column 3). Levels of this cheap debt vary greatly between authorities. Nine authorities owe more that £1,000 per head of this cheap debt. And these nine authorities include all of the seven authorities which, (as noted in the discussion of Table 1), had an increase of more that £1,000 in their total debt per capita since 2010. In other words, this group of authorities has used cheap PWLB borrowing to substantially increase their overall PWLB debt levels.  

Another feature of potential interest is the maturities at which authorities have been borrowing this cheap debt. PWLB debt is available at maturities of up to 50 years if desired. Authorities have tended to borrow the cheap debt either at short maturities, or very long maturities, with relatively little in the middle. This is illustrated in the last two columns of table 2, which show, respectively, the percentages of authorities’ “<4%” debt due to mature between 2019 and 2029, and between 2060 and 2069. At the all Scotland level, 40.8% of this cheap debt is relatively short term, and is due to mature before 2029: and 38.5% is long term, maturing after 2060. Thus just over 20% of the cheap debt matures between 2030 and 2059.

At the individual authority level, slightly more authorities are weighted towards relatively long cheap debt: 18 authorities have 40% or more of their cheap debt maturing after 2060: while 13 authorities have 40% or more maturing before 2029. (Two authorities, Glasgow and Orkney, fall into both of these groups.)

One authority stands out as having the combination of a relatively large amounts of cheap debt, together with the bulk of this being short maturity. This is South Lanarkshire, which has £1,640 of cheap debt per head, 83.1% of which is due to be redeemed before 2029: (and, in fact, all of which is due to mature before 12 years.)
Issues.
This note has, of course, only been concerned with Scottish authorities’ PWLB debt: it says nothing about their borrowing from other sources, nor the financial commitments authorities may have through various forms of PPP, or financial liabilities which may migrate to their balance sheets from bodies which are currently at arm’s length.

Nevertheless, subject to these limitations, the overall picture as regards PWLB debt seems broadly reassuring. The overall growth in PWLB debt over the past ten years has been relatively modest, despite the financial pressures local authorities have been under. And, particularly for those authorities where the growth in debt has been faster, a substantial proportion of this debt is at historically low interest rates: and, in many cases, the capital sum is not due to be repaid for many years.
Issues of some concern, however, could be:-

a) does the current emphasis on borrowing on a MAT basis, where the capital will be repaid as a lump sum on maturity, pose a danger of a potential refinancing/repayment problem at some point in the future.

b) is the current pattern, where borrowing tends to be either short term, (less than ten years), or long term, (longer than forty years), consistent with what one would expect if authorities were borrowing basically to fund capital expenditure.

c) is there a danger that some authorities, (South Lanarkshire is the prime example), who are borrowing predominantly on a short term basis, may be exposed if interest rates suddenly rise.
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Total PWLB 2010 debt 2019 debt change in % change in

Debt 2019 per capita per capita per capita per capita

£m £k £k £k %

Aberdeen City 365.4 1.536 1.598 0.062 4.1

Aberdeenshire 537.4 1.034 2.057 1.023 99.0

Angus 117.8 1.137 1.014 -0.123 -10.8

Argyll and Bute 124.8 1.021 1.453 0.432 42.3

City of Edinburgh 922.2 1.957 1.757 -0.200 -10.2

City of Glasgow 869.4 1.353 1.373 0.020 1.5

Clackmannanshire 72.5 1.969 1.407 -0.563 -28.6

Comhairle nan Eilean Siar 138.9 5.487 5.198 -0.288 -5.3

Dumfries and Galloway 183.5 0.878 1.233 0.355 40.4

Dundee City 441.5 1.910 2.957 1.047 54.8

East Ayrshire 236 1.124 1.934 0.810 72.0

East Dunbartonshire 136.5 0.967 1.256 0.290 30.0

East Lothian 321.1 1.669 2.998 1.330 79.7

East Renfrewshire 75 0.774 0.785 0.011 1.4

Falkirk 204.6 0.728 1.272 0.544 74.7

Fife 478.6 0.598 1.281 0.684 114.4

Highland 642.3 2.009 2.724 0.714 35.6

Inverclyde 97.3 1.013 1.251 0.238 23.5

Midlothian 187.9 1.495 2.032 0.537 35.9

Moray 149.3 1.078 1.558 0.480 44.5

North Ayrshire 174.1 1.001 1.292 0.291 29.1

North Lanarkshire 419 1.054 1.227 0.173 16.4

Orkney 30 0.497 1.347 0.850 170.9

Perth and Kinross 340 0.966 2.238 1.271 131.6

Renfrewshire 172.3 1.148 0.962 -0.186 -16.2

Scottish Borders 159.6 1.064 1.382 0.318 29.9

Shetland 49 0.000 2.138 2.138 n.a.

South Ayrshire 117.9 1.154 1.047 -0.107 -9.3

South Lanarkshire 1058.6 1.767 3.303 1.536 86.9

Stirling 127.4 1.356 1.352 -0.003 -0.2

West Dunbartonshire 156.1 1.517 1.755 0.238 15.7

West Lothian 543.6 1.969 2.969 1.000 50.8

Scottish local authorities 9649.6 1.335 1.766 0.431 32.3
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Total PWLB As % of < 4% debt Percent of <4% debt maturing

MAT at <4% total PWLB per capita from 2019 to 2029from 2060 to 2069

£m % £k % %

Aberdeen City 160 43.8 0.700 18.8 68.8

Aberdeenshire 382 71.1 1.462 41.1 36.6

Angus 46.8 39.7 0.403 6.4 41.2

Argyll and Bute 73 58.5 0.850 9.6 88.4

City of Edinburgh 211.2 22.9 0.402 73.4 2.4

City of Glasgow 428.4 49.3 0.677 43.2 42.8

Clackmannanshire 8 11.0 0.155 50.0 0.0

Comhairle nan Eilean Siar 18 13.0 0.674 0.0 55.6

Dumfries and Galloway 78.5 42.8 0.527 15.9 77.7

Dundee City 224 50.7 1.500 21.9 62.9

East Ayrshire 70 29.7 0.574 28.6 58.9

East Dunbartonshire 68.8 50.4 0.633 18.9 66.6

East Lothian 186.9 58.2 1.745 34.5 35.0

East Renfrewshire 35 46.7 0.366 20.0 80.0

Falkirk 114 55.7 0.709 60.5 25.4

Fife 290 60.6 0.776 27.6 24.1

Highland 232.7 36.2 0.987 31.2 43.0

Inverclyde 48 49.3 0.617 93.8 6.3

Midlothian 118.8 63.2 1.285 22.6 35.4

Moray 2 1.3 0.021 100.0 0.0

North Ayrshire 61.6 35.4 0.457 48.7 8.1

North Lanarkshire 88 21.0 0.258 100.0 0.0

Orkney 20 66.7 0.898 50.0 50.0

Perth and Kinross 273.5 80.4 1.800 29.1 70.9

Renfrewshire 43 25.0 0.240 0.0 74.4

Scottish Borders 39.5 24.7 0.342 74.7 0.0

Shetland 34 69.4 1.483 41.2 11.8

South Ayrshire 10 8.5 0.089 0.0 100.0

South Lanarkshire 525.8 49.7 1.640 83.1 0.0

Stirling 33.6 26.4 0.357 14.9 65.5

West Dunbartonshire 101.6 65.1 1.142 39.2 54.1

West Lothian 380 69.9 2.075 16.4 53.9

Scottish local authorities 4406.7 45.7 0.807 40.8 38.5
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