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VALUE FOR MONEY 

This scrutiny test considers the extent to which public money is being allocated well 
and achieving outcomes. A recurring theme in the Parliament’s annual budget 
scrutiny is the need for a greater focus on outcomes. In session 1 of the Scottish 
Parliament, the then Finance Committee commissioned research on “Moving to 
Outcome Budgeting” (Flynn, 2001) with a remit to “investigate the feasibility of 
outcome budgeting for the Scottish budget, to identify where it could be applicable, 
and to develop practical proposals in measuring outcomes in the Scottish budget.” 
 
Outcome Budgeting was defined in that study “as a budget process that makes 
resource allocation and control decisions based on the results of the expenditure. It 
is distinct from budgeting based on inputs (staff, buildings, materials etc) and 
budgeting based on outputs (numbers of people educated, operations carried out, 
prisoners held in custody, etc) and can be implemented in addition to the other two 
methods.” The same definition has been used in recent work by the Improvement 
Service (2011).   
 

 Inputs: Resources needed to develop and implement projects, programmes 
or policies (e.g. funding for school education).  

 Outputs: Products resulting from inputs (e.g. number of teachers). Outputs 
should facilitate the meeting of outcomes.  

 Outcomes: Benefits resulting from outputs. They should correspond to 
ultimate objectives - the impact of a policy intervention on the welfare of 
producers or consumers (e.g. better educated school students). 

 
Suggestions in the Flynn (2001) report for moving the Budget process towards a 
more outcome budgeting approach were as follows:  
 

 Resource allocation should be illuminated by explicit statement about the 
outcomes that are expected to result from those allocations.  

 Outcome measures should form the main basis for Parliamentary scrutiny of 
government, both at portfolio level and overall. Long-term outcomes should be 
checked against milestones.  

 Parliament should discuss policy, priorities, outcomes and targets before it 
discusses resource allocation.  

 There should be informal dialogue between committees and government in 
relation to their progress against outcomes and targets 

 There should be a structured approach to performance review, looking at a 
few areas each year.  

 
While attempts were made in successive Finance Committee reports to focus 
scrutiny on budgetary priorities and outcomes, in 2009 in its Strategic Budget 
Scrutiny report, the Finance Committee concluded:  
 

“It is clear from evidence to this inquiry that significant further development of 
the concept of outcome budgeting is required if difficult decisions on the 
prioritisation of funds are to be made on a rational basis.” 
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The Finance Committee guidance (2014) also cites the Independent Budget Review 
recommendation from 2010 that  
 

“there is a need to move towards a more outcomes-based approach to public 
service management and to improve the quality, availability and application of 
evaluation, monitoring and reporting data in relation to outcomes across the 
public sector in order to ensure that resources are applied to full benefit.  This 
is vital if the Scottish Parliament is to exercise an effective monitoring and 
scrutiny role.” 
 

The Improvement Service (2011) study into Outcome Budgeting in the Public Sector 
considered that for outcome budgeting to be successful, it would require: 
 

 Clearly defining outcomes and developing performance and quality indicators 
that measure the achievements of those outcomes;  

 Assessing the cost of an activity or service; and  

 Being able to understand a causal relationship between the activity, the 
spend, the performance/quality indicator and the outcome.  

 
It is this final element of outcome budgeting that has proved the most difficult to 
achieve in many jurisdictions (a Comparative perspective is provided in annex 1 of 
this paper). It is widely accepted that outcomes are the most important element of 
performance, but that outcome data are often unavailable or expensive to obtain.  
Even when outcome data are available, the causal link between government policy 
and social conditions may be complex. Outcomes like, for example, longer life 
expectancy, arise as a consequence of many factors, not simply government 
interventions. Other challenges related to outcome budgeting are time-lags in both 
data collection and results, with improvements taking place over a long period of 
time. Governments and politicians generally are attracted to the language of 
outcomes in their manifestos and rhetoric, but linking outcomes to budget documents 
and budgetary decisions is much more challenging. What tends to happen in 
countries that take performance budgeting seriously is that reforms that aim to 
improve outcomes tend to end up focusing on outputs instead. According to a paper 
by Allen Schick (2003),  
 

“this ‘second best’ situation certainly is more productive than spending years 
in the quest for ideal outcome measures. Outputs are a useful indicator of 
performance because citizens know government by observing the condition of 
school classrooms and the number of students per class, the distance from 
home to health clinic and the waiting time once they get there, the treatment 
given them by police officers, and the countless other contacts that ordinary 
citizens have with government agencies and public employees. Outputs are 
the face presented by government to its people. If citizens deem services 
inadequate, they will not regard government as performing well.” 

 
In its response to the Finance Committee report on Draft Budget 2014-15, the 
Scottish Government state that since 2007 “the NPF has provided a strategic 
direction for policy making in the public sector, provided a clear direction to move to 
outcomes-based policy making and has been fully integrated within our spending 
plans.”  The response also states that the parliament’s committees are “well placed 
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to use Scotland Performs as a source to scrutinise the Government’s interventions 
and progress towards the National Outcomes” (Scottish Parliament Finance 
Committee 2013b).  
 

Case study: Improving perceptions of the quality of public services 

Efficiency 

The Finance Committee Guidance to subject committees highlights that one of the 
fifty national indicators within Scotland Performs is to “improve people’s perceptions 
of the quality of public services.” The Scottish Government states that the indicator: 
 

will show us nationally that, over a time period, public services are showing 
they understand people, that they are using performance and other data to 
drive their work, that the user experience of public services is improving and, 
crucially, public service providers are providing transparent feedback to users. 

 
To support progress against this indicator the Scottish Government states on the 
Scotland Performs website that it is committed to “embedding an open and rigorous 
performance culture within Scotland's public services; ensuring greater clarity around 
the objectives of public organisations; and establishing clearer lines of accountability 
that help to bolster standards of service and improve outcomes.” It has asked “all 
parts of the public sector to report publicly on their plans to improve the value for 
money achieved by public services, actions undertaken and results achieved.” 
 
The Scottish Government (personal communication) were asked for an update on 
progress in these areas. On reporting publicly on “Value for Money”, the response 
states:  
 

“The Scottish Government expects every public body to deliver efficiency 
savings of at least 3% per annum during the course of the current Spending 
Review (2012-15) and to report publicly on the actions undertaken and the 
results achieved. Efficiency is about productivity, enhancing value for money 
and improving public service delivery.” 

 
Draft Budget 2015-16 (Scottish Government 2014) reiterates the importance of 
efficiencies as a “critical element in assisting us to meet the challenges of increasing 
demand and persistent inequalities”. In terms of scrutiny and reporting of these 
efficiencies, the Scottish Government has adopted what it describes as a “light touch 
approach”.  
 

“From 2011-12 individual public bodies are no longer required to provide 
separate plans or reports to Scottish Government and we will not provide an 
overview report of efficiency across the public sector.  Each individual public 
body is expected to report publicly on the efficiencies they have delivered” 
(Scottish Government, Efficient Government) 

 
There is no portal providing access to all public bodies’ efficiency savings. The 
expectation is that the public reporting of efficiencies will be done via the publication 

http://www.scotland.gov.uk/Topics/Government/PublicServiceReform/efficientgovernment/EG11-12
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of public bodies’ annual reports and accounts. Another important element of the 
Scottish Government’s approach is that the 3% efficiency expectation is designed to 
help public bodies “offset cost pressures and live within the budget allocations they 
have been given”. The gains from efficiency savings, therefore, are to be retained by 
public bodies and are not intended to be recycled into other parts of the public 
sector. This is different to the approach advocated in the Independent Budget 
Review which argued for the revision of “the current approach of the Efficiency 
Programme which allows efficiency savings to be retained and recycled with a view 
to reducing future budget allocations across the public sector to incorporate an 
assumed annual efficiency saving.” 
 

Efficiency reporting Case Studies 

Looking at the reporting documentation for a selection of Public Bodies shows 
variation in the reporting of efficiency savings. Some are reported in the annual 
accounts, some not; some provide areas where efficiencies have been achieved and 
some simply provide a headline figure. Generally, the supporting evidence that these 
are genuine efficiencies is not clear, and there is no sense that the Scottish 
Government is holding public bodies to account in this regard.  
.  
Care Inspectorate  
From the annual accounts, it appears that the Care Inspectorate (2013) use 
efficiency savings to augment the subsequent year’s budget. 
 
The Care Inspectorate annual accounts identify 3.4% efficiencies for 2012-13 which 
will be re-directed towards bringing forward projects from 2013-14. “The cost savings 
associated with the efficiencies identified in-year will be incorporated into the 
2013/14 budget to absorb cost pressures, increase the number of regulated care 
service and strategic inspections we carry out and enhance our capacity to follow up 
on our recommendations and support improvement.” 
 
“The 2012/13 budget included £2.2m of efficiencies identified in 2011/12. This cost 
saving was firstly directed towards containing cost pressures such as a pay award 
for lower paid staff, contractual incremental progression and general inflation, but 
then the saving was used to enhance the service we provide. Specifically, the 
identified savings allowed us to: 
• increase the frequency of inspection for care home and care at home services 
• provide additional resources for our National Registration team 
• focus on improvement, innovation and best practice 
• promote dementia standards 
• provide increased time for inspectors to engage with users of care services 
• create capacity to allow the Care Inspectorate to respond effectively and flexibly on 
a crisis intervention basis and to respond to emerging intelligence. 
 
Scottish Enterprise 
Scottish Enterprise does not report on efficiency savings in their annual accounts. 
Their Public Sector Disclosure document (Scottish Enteprise 2013) states that in 
financial year 2012-13, £7.9m of cash releasing savings were achieved.  
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Visit Scotland 
In its annual accounts, VisitScotland (2013) report savings of £1.914m (over 3%) 
within the following areas:  

- £1,003,000 in procurement 
- £125,000 in Asset Management 
- £786,000 from organisational change (including from voluntary redundancy and non-

replacement of senior staff) and shared services 

 

Data  

Subject Committees are invited in the Finance Committee guidance to focus on the 
extent to which public services are embedding an open and rigorous performance 
culture, are using performance data and information to ensure value for money and 
the progress of public bodies in moving towards a more outcomes-based approach 
to public service management.  
 
Turning to the data used to assess improvements in people’s perceptions of the 
quality of public services. This national indicator uses Scottish Household Survey 
data to assess the Percentage of respondents who are fairly or very satisfied with 
the quality of the following local services: local health services, local schools and 
public transport. There is no quantified target for the amount of improvement in 
perceptions of the quality of Public Services. The only criteria for the target is that 
there is some improvement. The latest data on the Scotland Performs website is 
presented in table 4 below. It shows that performance has improved since 2007, 
peaking in 2011, but has worsened markedly in the last two years for which there is 
available data.  
 
Table 4: Percentage of respondents who are very or fairly satisfied with the 
local services 
 

Year Percentage 

2007 57.1% 

2008 61.8% 

2009 64.9% 

2010 64.0% 

2011 66.0% 

2012 63.0% 

2013 59.9% 

 
Source: Scottish Household Survey 
 
Looking at the disaggregated data shows that satisfaction is highest amongst older 
members of society. For example, satisfaction is highest amongst those aged 55 to 
64 (61% fairly or very satisfied); 65 to 74 (64% fairly or very satisfied) and 75+ (67% 
fairly or very satisfied). This compares with fairly or very satisfied rates of 58% 
amongst 16 to 24 year olds and 58% amongst 25 to 34 year olds. There is also a 
distinction in satisfaction rates between urban and rural service users. In 2013, 62% 
of urban respondents to the survey were fairly or very satisfied with local health 
services, local schools and public transport, compared with 52% of rural 
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respondents. These differences between young and old and urban and rural raise 
interesting questions around “who benefits”, or at least who is perceived to benefit 
from public services. One reason for the findings might be that older members of 
society tend to be more likely to use public services or that certain public services 
(for example transport) are more expensive to deliver in a rural area, with possible 
implications for quality. However, obvious questions arising from this data are 
  

 To what extent, if at all, is it altering Scottish Government policy?  

 Do lower satisfaction rates among young and rural members of society mean 
that more needs to be spent on these groups?  

 Indeed, should this data be affecting policy?  

 Is data on satisfaction by age and rurality even the correct data to be using to 
assess the effectiveness of government policy?  

 
Table 5: Percentage of respondents who are fairly or very satisfied with the 
quality of: local health services, local schools and public transport 
 

Age-group 2007 2008 2009 2010 2011 2012 2013 

16 to 24 56 60 61 62 62 61 58 

25 to 34 52 58 62 61 65 58 58 

35 to 44 55 57 64 62 63 61 59 

45 to 54 52 55 62 60 65 59 57 

55 to 64 57 65 66 66 67 66 61 

65 to 74 67 70 72 69 72 73 64 

75 and over 67 77 74 73 74 69 67 

 

Case Study: Using Public Sector spending capacity effectively, Scottish 
Police Service HQ 

An example of effective use of public sector procurement power to deliver good 
value was recently raised in a session of the Finance Committee by Colin Mair from 
the Improvement Service. In discussing the scope for the Scottish public sector to 
intelligently use its procurement power to bring wider economic benefit, he cited the 
example of the building of the new Scottish Police Service Headquarters. After Clyde 
Gateway had detoxified land and built new offices in the area, Police Scotland, who 
needed a new HQ, agreed to locate in Dalmarnock. He said:  
 

“A good example is the new Scottish police service, which is about to locate 
its new headquarters in Dalmarnock in Glasgow, in the Clyde gateway. The 
fact that the police have been willing to do that has opened up a site that will 
become hyperactive with private investors coming in precisely because the 
police presence constitutes an anchor. Once a big public body shows 
confidence in an area, the private sector starts to show confidence on the 
back of that. 

 
That is really intelligent use of the Scottish police service’s capacity. It needs 
a headquarters. Where is it going to base it? Answer: pick an area of 
deprivation for once rather than an area in the more pukka parts of town and 
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then create an economy around the headquarters because cafes, shops and 
so on will grow up to service the office workers coming in. If that then gives 
rise to confidence in the place among the private sector, we will start to have 
incredibly positive investment flows into a part of Glasgow that, frankly, was 
being written off 20 years ago as going nowhere at all—it was just 
contaminated land. 

 
How we use our asset power is a really important part of how we stimulate 
economies to give people opportunities that will then support their health and 
wellbeing within their communities.” 

 
This is another avenue for subject committees in looking at their respective budgets.  
 

 Considering the infrastructure assets within their portfolio, are they being used 
in a way which might improve outcomes in economically poorer performing 
areas?  

 
The example above cites a development in a deprived part of Glasgow, but there are 
other destinations outwith the major towns and cities that might benefit from the 
location of HQs and functions.  
 
Subject Committees are invited to focus on value for money as part of their 
budget scrutiny including seeking evidence on:  

 The extent to which public bodies are spending their allocations well 
and achieving outcomes;  

 The extent to which an open and rigorous performance culture has been 
embedded within the public services;  

 The extent to which the public services are using performance data to 
ensure value for money;  

 Performance information such as, for example, the NPF, Single Outcome 
Agreements, Strategy for Justice in Scotland etc;  

 The progress of public bodies in moving towards a more outcomes-
based approach to public service management.  

 
 
 
 
  


