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SP Paper 349 1 Session 3 (2009) 

 
 

Economy, Energy and Tourism Committee 
 

Report on the Scottish Government’s Draft Budget 2010-11 
 
The Committee reports to the Finance Committee and to the Parliament as 
follows— 

 

Background 

1. This report reviews the spending proposals within the Finance and 
Sustainable Growth portfolio in the Draft Budget 2010-111 which fall within the 
remit of the Economy, Energy and Tourism Committee (“the Committee”). The 
report also considers whether, in these challenging economic times, the Draft 
Budget contributes to the Scottish Government’s “Purpose” of increasing 
sustainable economic growth.2 

2. To assist with its understanding of the implications of the budget proposed by 
the Scottish Government, the Economy, Energy and Tourism Committee took oral 
evidence from the following— 

• Michael Levack, Chief Executive, Scottish Building Federation; Dr 
Peter Hughes, Chief Executive, Scottish Engineering; Peter Taylor, 
Chairman, The Town House Collection and Scottish Tourism Forum 
Board Member; Bill Jamieson, Executive Editor, The Scotsman 
Publications Ltd; and Alf Young, Economic Commentator & Chair of 
Riverside Inverclyde; 

• Phillip Riddle, Chief Executive, VisitScotland; 

• Hugh Hall, Chief Financial Officer, and Stephen Gallagher, Managing 
Director, Commercial and Infrastructure, Scottish Enterprise;  

• Sandy Brady, Acting Chief Executive, and Forbes Duthie, Director of 
Finance & Corporate Services, Highlands and Islands Enterprise; and  

                                            
1 Scottish Government, Scottish Budget: Draft Budget 2010-11, September 2009. 
2 The Scottish Government’s “Purpose” is defined in the introduction to the Scottish Budget 
Spending Review 2007, p.iv, as follows, “To focus our resources on creating a more successful 
country, with opportunities for all of Scotland to flourish, through increasing sustainable economic 
growth.” 
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• John Swinney MSP, Cabinet Secretary for Finance and Sustainable 
Growth, and officials from the Scottish Government.  

3. In addition, the Committee also received written evidence from the 
Confederation of British Industry (Scotland), Federation of Small Businesses 
(Scotland), Scottish Council for Development and Industry, Scottish Renewables, 
Scottish Council for Voluntary Organisations, Scottish Social Enterprise Coalition, 
Friends of the Earth Scotland, Bob Downie of the Royal Yacht Britannia and the 
Scottish Retail Consortium.  

4. The Committee would like to thank Mr Peter Wood, the Committee’s 
budget adviser, for his invaluable support and expert advice throughout the 
budget scrutiny process. 

The focus of our scrutiny 

5. The Draft Budget for 2010-11 is the last in the current three-year spending 
period. Given the difficult economic climate at the current time and the scale of the 
challenges ahead for public sector expenditure, there are significant strategic 
decisions that need to be made in the 2010-11 budget and for the future course of 
public spending in Scotland. 

Finance Committee guidance 
6. In its guidance to subject committees, the Parliament’s Finance Committee 
noted that, partly due to the acceleration of capital funding from the 2010-11 
financial year, the current 2009-10 financial year is likely to be seen as the peak 
year for public spending for some years to come.  

7. The Finance Committee also stated that while there is an increase in the 
departmental expenditure limit (DEL)3 budget between 2009-10 and 2010-11, the 
cash available to the Scottish Government in 2010-11 is lower than originally 
envisaged in Spending Review 2007. As a consequence, there are significant 
short-term issues both for the Scottish Government centrally and for individual 
public bodies for budget planning in 2010-11.  

8. As a result, the Finance Committee suggested that subject committees may 
wish to examine how public bodies operating in their portfolios are adapting to the 
fact that spending plans for 2010-11 are lower than they originally envisaged. 

9. In the medium-term, while it is not possible to make predictions on the public 
finances with any certainty, it is clear that 2010-11 marks just the start of a very 
challenging budget cycle going forward. Budgetary decisions taken for the 2010-
11 financial year will, therefore, have to be placed in the context of understanding 
their strategic effect for the years beyond that. They have to be made with the 
explicit recognition, where at all possible, of the effect they will have in future years 
when spending is still expected to be constrained. 

                                            
3 Spending which is planned and controlled on a three year basis in Spending Reviews. The DEL is 
the annual spending limit imposed on a government department arising from its agreed, longer-
term financial settlement. Normally categorised into capital DEL and resource DEL and fixed for 
three years ahead. 
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10. Consequently, the guidance issued by the Finance Committee suggested 
that subject committees may wish to examine whether any decisions to maintain 
or increase expenditure under budget headings in their portfolios are considered to 
be sustainable in the future, when spending is expected to be constrained. 

11. Finally, given the current recessionary climate and the pressures this places 
on the public sector to be efficient in its expenditure and to prioritise, the Finance 
Committee has suggested that all subject committees focus on the deliverability of 
efficiency savings and also on whether the right choices have been made in the 
draft budget for 2010-11 in terms of the protection of spending on specific policies. 

Our priorities 
12. In light of the current challenges, the focus in this year’s budget report from 
the Committee is broadly two-fold. Firstly, will the draft budget proposal for 2010-
11 help Scotland through the economic challenges ahead and meet the goals and 
targets expressed by the Scottish Government in its economic strategy? Secondly, 
will the decisions proposed in the 2010-11 Draft Budget be beneficial over the 
medium-term and deliver sustainable economic growth as the challenges on public 
spending in the next 5-10 years become ever more acute? 

13. One significant strand in our deliberations on the draft budget is the finance 
allocated to our two enterprise agencies; Scottish Enterprise and Highlands and 
Islands Enterprise. During the Committee’s discussions, we have raised some 
fundamental questions about the purpose of these bodies and their role in 
economic development, something that has changed markedly since the 
establishment of the Scottish Parliament. While we do not seek to answer these 
questions in this report, the Committee gives notice that it intends to launch 
an investigation in the spring of 2010 into the purpose of the enterprise 
agencies and what they should be expected to achieve. 
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THE ECONOMIC ENVIRONMENT 

14. As stated by the Cabinet Secretary for Finance and Sustainable Growth 
himself in his foreword to the draft budget for 2010-11, “the Scottish Government 
has had to deal with a fundamentally different financial landscape”4 than that 
envisaged at the start of this three-year spending review period. The severity of 
the recession in Scotland and its impact on public finances in the coming years 
was the subject of evidence taken by the Committee from Dr Andrew Goudie, 
Chief Economic Adviser to the Scottish Government during an earlier appearance 
at the Committee. 

15. In his wide ranging presentation to the Committee5, Dr Goudie provided 
details of the expected growth rates for gross domestic product (GDP) in Scotland 
and also figures for the resultant impact on the UK Government’s expenditure, 
revenue and net borrowing as a percentage of GDP for the next four financial 
years. 

16. His analysis showed that most independent forecasters did not expect GDP 
in Scotland to return to positive growth until 2010 or 2011 at the earliest and, even 
then, for a growth rate of less than 2% to be the norm until at least 2012. 
Consequently, his analysis set out the current deficit at the UK level between tax 
receipts (approximately 35% of GDP in mid-2009) and expenditure (approximately 
48% of GDP in mid-2009). Dr Goudie also predicted that net borrowing at a UK 
level as a percentage of GDP would be around 12% in 2010-11, 9% in 2011-12, 
7% in 2012-13 and slightly below 6% in 2013-14.  

17. His view of the pressures to come on public expenditure at the UK level and, 
as a consequence, in Scotland was highly dependent on the timing and rate of 
economic recovery. Dr Goudie’s view was that a growth rate of around 1% (in 
terms of the percentage increase in output compared to a year earlier) in 2010 
rising to some 1.5% in 2012 would make the picture for public finances “much 
more difficult” and that “more squeeze will be needed” if the UK Government is to 
maintain its deficit projections.6 

18. If, on the other hand, the growth rate were to be in the order of 3% in 2010 
and 4% in 2012, Dr Goudie suggested that “it should be possible to sustain our 
current projections for public finances.”7 On balance, however, Dr Goudie stated 
he believed that the consensus of opinion was that the former set of lower growth 
rates was far more likely.8 

19. In a survey published in June 2009, the Fraser of Allander Institute stated 
that while it may be that the Scottish economy was emerging from recession, 
recovery may be “slow and protracted”.9 Additionally, the Fraser of Allander 
Institute said that “the consequences of the recession, through the bursting of the 
property bubble, banking crisis, credit crunch and expected future contraction in 
                                            
4 Scottish Government, Scottish Budget: Draft Budget 2010-11, p4, September 2009 
5 Economy, Energy and Tourism Committee, Official Report 23 September 2009, col2400. 
6 Economy, Energy and Tourism Committee, Official Report 23 September 2009, col2407. 
7 Economy, Energy and Tourism Committee, Official Report 23 September 2009, col2407. 
8 Economy, Energy and Tourism Committee, Official Report 23 September 2009, col2407. 
9 Fraser of Allander Institute, Economic Commentary, Vol 33, No 1, p4, June 2009. 
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public sector activity as future governments seek to deal with the sharp rise in the 
burden of government debt, appear to have serious consequences for Scotland’s 
future competitiveness and growth.”10 

20. In its ‘central’ (of three) scenario, the Fraser of Allander Institute predicted 
that the gross value added (GVA) growth rate in Scotland will be 1.4% in 201211. 
This figure is consistent with the lower of the two sets of figures presented by Dr 
Goudie in his evidence to the Committee. Even the Institute’s most optimistic 
scenario predicted a GVA growth rate of only a little over 2% by 2012, compared 
to the 3% to 4% that Dr Goudie suggested would be needed to sustain current 
projections for public finances and expenditure levels. 

21. The resultant potential for a severe squeeze on public expenditure in 
Scotland is therefore marked both for the next financial years. Additionally, the 
predicted effects on economic output and unemployment are severe. In terms of 
the latter, the Fraser of Allander Institute suggests that unemployment will rise in 
Scotland from 110,700 in 2009 to 129,426 by 2012 (using claimant count and 
under the Institute’s ‘central’ scenario).12 

22. Disaggregating these predictions also shows a number of worrying trends. 
For example, recent analysis produced by the Scottish Trades Union Congress, 
highlighted an average 75% increase across Scotland in the numbers of 18-24 
year olds claiming Job Seekers Allowance since 2007; 40,865 claimants in August 
2009 or nearly one-in-three 18-24 year olds13. Similarly, the Chartered Institute of 
Personnel and Development is predicting that male unemployment will be greater 
than one-in-ten by mid-2010 due to the recession hitting in particular construction 
and the private sector. 

23. In its written submission to the Committee, the Confederation of British 
Industry (Scotland) said that its most recent economic forecast showed public 
sector net borrowing to be £176.2 billion in the current financial year, rising to 
£181.8 billion in 2010-11 (12% of GDP). The CBI thought that public sector net 
debt was mounting and is expected to double by 2013, costing £63 billion each 
year to service in interest payments.14 

24. In terms of the impact of the recession and the increases in public sector 
borrowing, the consultancy firm, PricewaterhouseCoopers (PwC), stated in its 
recent report that the UK Government should seek to re-balance the budget by 
2015-16.15 PwC estimates that a fiscal gap of over £40 billion at today’s values 
(around 3% of GDP) compared with budget projections would have to be closed to 
achieve this. To bridge this gap, PwC suggested that there needed to be tax rises 

                                            
10 Fraser of Allander Institute, Economic Commentary, Vol 33, No 1, p8, June 2009. 
11 Fraser of Allander Institute, Economic Commentary, Vol 33, No 1, p20, June 2009. 
12 Fraser of Allander Institute, Economic Commentary, Vol 33, No 1, p20, June 2009. 
13 Scottish Trades Union Congress, News Release, STUC urges action on rising youth 
unemployment, 12 October 2009 
14 Confederation of British Industry (Scotland), written evidence provided to the Committee. 
15 PricewaterhouseCoopers, Dealing with (even more) debt - Big decisions, tough choices, 2009. 
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(of £13 billion) and real terms public spending cuts, with (UK Government) 
departmental spending to be down by around 13% in the three years to 2013-14.16 

25. It should be noted that the UK Government will publish its pre-budget report 
in early December 2009, setting out more detail on the public sector expenditure 
plans beyond 2010-11. As yet, therefore, there are no detailed spending plans 
published at a UK Government level beyond those for the next financial year. 

26. Finally, in his recently published report, the Auditor General for Scotland, 
stated that by 2013/14, the gap between planned Scottish Government spending 
and the money available could be between £1.2 and £2.9 billion. Furthermore, 
Robert Black, the Auditor General said “The Scottish Government’s efficiency 
programme is reporting significant savings, but the reductions required over the 
next few years will not be met just by the two per cent efficiency savings, and 
difficult decisions will be needed on other ways to reduce public spending.” 17 

27. Whatever the actual figures turn out to be for the next few financial years in 
terms of economic growth, public expenditure levels etc., the Committee is aware 
of the difficulties in meeting the challenges ahead and the critical decisions that 
must be taken both within the draft budget proposed for 2010-11 and, equally as 
importantly, as the foundation stone for the early part of the next decade. 

                                            
16 PricewaterhouseCoopers, Dealing with (even more) debt - Big decisions, tough choices, 05, 
2009 
17 Audit Scotland, Press Release, Auditor General calls for urgent action across the public sector, 5 
November 2009 
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BUDGET PROPOSALS – AN OUTLINE 

Background figures 

Scottish Government 
28. Table 1 below, produced by the Scottish Parliament’s Information Centre 
(SPICe), provides an analysis of the total managed expenditure (TME) of the 
Scottish Government, depending on whether account is taken of the re-profiling of 
accelerated capital expenditure. It is important to note that the re-profiling of 
capital spend does not increase or decrease spending within the 3-year spending 
period, but simply reschedules expenditure from one year to another. 

Table 1: Total managed expenditure with and without re-profiling  
 

£ million 2009-10 2010-11 2010-11 
(in 2009-10 

prices) 

% change 
in real 
terms 

TME 34,865.1 35,144.1 34,624.7 -0.7 
Re-profiling  -294.0 347.0 341.9 n/a 
TME without re-profiling 34,571.1 35,491.1 34,966.6 1.1 

NB. £53 million was re-profiled into 2008-09 
Source: SPICe 

29. According to the draft budget for 2010-11 published in September 2009, the 
proposed departmental expenditure limit (DEL) budget for 2010-11 will be £29.3 
billion (in 2009-10 prices), or a 0.9% real-terms reduction compared to 2009-1018. 
This reduction of a little below 1% in real-terms for DEL is also cited by the 
independent Centre for Public Policy for Regions (CPPR) in its recent analysis on 
the 2010-11 draft budget.19 

30. Looking specifically at the DEL budget, SPICe has also provided the 
Committee with an analysis of the budgets proposed depending on whether the re-
profiling of expenditure is taken into account; see Table 2 below.  

Table 2: Departmental expenditure limit with and without re-profiling  
 

£ million 2009-10 2010-11 2010-11 
(in 2009-10 

prices) 

% change 
in real 
terms 

DEL 29,535.1 29,712.4 29,273.3 -0.9 
Re-profiling  -294.0 347.0 341.9 n/a 
DEL without re-profiling 29,241.1 30,059.4 29,615.2 1.3 

NB. £53 million was re-profiled into 2008-09 
Source: SPICe 

31. At departmental or ministerial portfolio level, the proposed budgets vary in 
terms of whether the 0.9% real-terms reduction (for the 2010-11 budget as a 
whole) applies across the board to all budget lines. As analysis produced by the 

                                            
18 Scottish Government, Scottish Budget: Draft Budget 2010-11, p4, September 2009. 
19 Centre for Public Policy for Regions, Scottish Government’s Draft Budget 2010-11, Briefing No 1, 
p1, 2009. 
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Scottish Parliament’s Information Centre (SPICe) shows, over the period 2009-10 
to 2010-11, the Finance and Sustainable Growth portfolio will see a £201 million 
reduction (in 2009-10 prices)20. This compares, however, to a £74 million increase 
for local government, a £28 million increase for education and lifelong learning and 
a £18 million increase for justice21. Therefore, it is clear that not all budget lines 
proposed for 2010-11 have been equally affected by the overall reduction in the 
budget proposed. 

32. In its analysis, the CPPR indicates that the total DEL budget in 2010-11 is set 
to be £29.3 billion, representing a £260 million reduction in 2009-10 prices on that 
anticipated for the current 2009-10 financial year. Therefore, the Finance and 
Sustainable Growth portfolio reduction of a little over £200 million accounts for 
around three-quarters of the net cut in DEL.22 That is, this particular portfolio has 
taken around three-quarters of the reduction in proposed expenditure. Figure 1 
below sets out the analysis produced by SPICe. 

Figure 1: Departmental expenditure limits by Scottish Government portfolio 
(£ million at 2009-10 prices, 2010-11 compared to 2009-10) 

Source: SPICe 

33. In terms of the budgets specific to the Enterprise, Energy and Tourism strand 
of the overall Finance and Sustainable Growth portfolio, analysis from SPICe 
shows that the proposed budget for 2010-11 is £458 million in cash terms and 
£451 million in 2009-10 prices.23 This, according to the CPPR, represents a 
reduction of 13.6% in real-terms and 12.3% in nominal terms compared to 2009-
                                            
20 SPICe briefing paper, not published by the Committee. 
21 SPICe briefing paper, not published by the Committee. 
22 Centre for Public Policy for Regions, Scottish Government’s Draft Budget 2010-11, Briefing No 1, 
p2, 2009. 
23 SPICe briefing paper, not published by the Committee. 
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1024.  If £35 million of spend from 2010-11 within this budget line had not been re-
profiled to 2008-09 (£5 million) and 2009-10 (£30 million) as part of the Economic 
Recovery Programme, then the real terms reduction would have been 1.3%. 
Therefore, even after accounting for accelerated spend, there is a net reduction to 
the enterprise, energy and tourism budget lines in excess of the overall 0.9% 
reduction in the Scottish Government’s budget for 2010-11. 

34. SPICe also provided the Committee with a more detailed analysis of the 
trends within specific budget lines in the Finance and Sustainable Growth portfolio 
from the current financial year to the budget proposed for 2010-11. In terms of the 
broad headline budget for Enterprise, Energy and Tourism (at level 2), Table 3 
below sets out the trend. 

35. It should be noted that the Committee has had real difficulties in compiling 
and reconciling the proposed budgets, particularly those of the enterprise 
agencies, from the various published documents and from the submissions 
provided by the different organisations involved in the process. The problem with 
the provision of data is something we return to in our conclusions. 

Table 3: Enterprise, energy & tourism (level 2 analysis) 

Enterprise, Energy & Tourism - 
Level 2 analysis 

2009-10 2010-11 2010-11 change change 

 £ million £ million £ million 
(in 2009-

10 
prices) 

£ million 
(in 2009-
10 prices) 

% (real 
terms) 

Totals 522.3 458.0 451.2 -71.1 -13.6% 
Totals (without re-profiling) 492.3 493.0 485.7 -6.6 -1.3% 
Source: SPICe 

36. Similarly, at a more detailed level (level 4), SPICe also provided the 
Committee with trend data for the current financial year against that proposed for 
2010-11. Table 4 below sets out the data both for the enterprise, energy and 
tourism functions and also some of the wider economy-related budget lines within 
the Finance and Sustainable Growth portfolios. 

37. It is important to note that the 2009-10 figures provided below are those 
proposed within the Scottish Government’s Draft Budget 2009-10 published in 
September 2008 – i.e. before the decision on accelerating capital investment as 
part of the economic recovery programme was made.  The 2010-11 figures are 
those proposed within the Scottish Government’s Draft Budget 2010-11 published 
in September 2009, and therefore do take into account the re-profiling of capital 
expenditure.

                                            
24 Centre for Public Policy for Regions, Scottish Government’s Draft Budget 2010-11, Briefing No 1, 
p4, 2009. 



Finance Committee – 7th Report, 2009 (Session 3) – Annexe D 
 

10 

Table 4: Enterprise, energy & tourism and other relevant budget lines (level 4 
analysis) 

2009-10 2010-11 2010-11 change change Enterprise Policy & Delivery - 
Level 4 analysis £ million £ million £ million 

(in 2009-
10 prices) 

£ million 
(in 2009-
10 prices) 

% (real 
terms) 

Scottish Enterprise  291.7 231.0 227.6 -64.1 -22.0% 
Highlands & Islands Enterprise  73.1 68.6 67.6 -5.5 -7.5% 
Convention of the Highlands & 
Islands 

0.015 0.015 0.015 0.0 -1.5% 

Enterprise Networks - General 0.1 0.1 0.1 0.0 -1.5% 
Total Enterprise Policy & Delivery 
(as provided1) 

364.9 299.7 295.3 -69.6 -19.1% 

Total (adjusted to exclude all re-
profiling) 

364.9 334.7 329.8 -35.1 -9.6% 

Total (adjusted to include all re-
profiling) 

394.9 299.7 295.3 -99.6 -25.2% 

2009-10 2010-11 2010-11 change change Business Competitiveness - 
Level 4 analysis £ million £ million £ million 

(in 2009-
10 prices) 

£ million 
(in 2009-
10 prices) 

% (real 
terms) 

Business Liaison & Networking 0.2 0.2 0.2 0.0 -1.5% 
RSA 45.2 43.4 42.8 -2.4 -5.4% 
RSA Receipts -2.0 -2.0 -2.0 0.0 -1.5% 
Innovation Grants 8.8 8.8 8.7 -0.1 -1.5% 
Innovation Advisor 0.040 0.040 0.039 0.0 -1.5% 
RSA SIDAB 0.002 0.002 0.002 0.0 -1.5% 
RSA Debt Recovery Charges 0.008 0.008 0.008 0.0 -1.5% 
Total Business Competitiveness 52.1 50.4 49.7 -2.4 -4.6% 

2009-10 2010-11 2010-11 change change Renewable Energy - Level 4 
analysis £ million £ million £ million 

(in 2009-
10 prices) 

£ million 
(in 2009-
10 prices) 

% (real 
terms) 

Electricity Statutory Consents  0.5 0.5 0.5 0.0 -1.5% 
Electricity Statutory Consents 
(income) 

-0.5 -0.5 -0.5 0.0 -1.5% 

Renewable Energy 22.0 22.0 21.7 -0.3 -1.5% 
Saltire Prize 0.0 10.0 9.9 9.9 100.0% 
Total Renewable Energy 22.0 32.0 31.6 9.5 43.3% 

2009-10 2010-11 2010-11 change change Energy Markets - Level 4 
analysis £ million £ million £ million 

(in 2009-
10 prices) 

£ million 
(in 2009-
10 prices) 

% (real 
terms) 

Energy Efficiency 10.0 9.4 9.2 -0.7 -7.4% 
Total Energy Markets 10.0 9.4 9.2 -0.7 -7.4% 

2009-10 2010-11 2010-11 change change Innovation & Industries - Level 
4 analysis £ million £ million £ million 

(in 2009-
10 prices) 

£ million 
(in 2009-
10 prices) 

% (real 
terms) 

Knowledge Exchange & 
Innovation Policy 

7.9 7.3 7.2 -0.7 -9.0% 

Saltire Innovation Fund 2.0 2.0 2.0 0.0 -1.5% 
Pathfinder 0.0 10.7 10.5 10.5 100.0% 
Tartan Register 0.1 0.1 0.1 0.0 -1.5% 
Total Innovation & Industries 10.0 20.1 19.8 9.8 98.4% 
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2009-10 2010-11 2010-11 change change European Structural Funds - 

Level 4 analysis £ million £ million £ million 
(in 2009-
10 prices) 

£ million 
(in 2009-
10 prices) 

% (real 
terms) 

European Programme Admin & 
Consultancies 

1.6 1.5 1.5 -0.1 -7.7% 

Total European Structural Funds 1.6 1.5 1.5 -0.1 -7.7% 
2009-10 2010-11 2010-11 change change Tourism - Level 4 analysis 
£ million £ million £ million 

(in 2009-
10 prices) 

£ million 
(in 2009-
10 prices) 

% (real 
terms) 

VisitScotland 46.8 44.0 43.4 -3.4 -7.3% 
Tourism (other capital projects) 0.0 0.3 0.2 0.2 100.0% 
Total Tourism 46.8 44.3 43.6 -3.2 -6.7% 

2009-10 2010-11 2010-11 change change Scottish Development 
International - Level 4 analysis £ million £ million £ million 

(in 2009-
10 prices) 

£ million 
(in 2009-
10 prices) 

% (real 
terms) 

Scottish Development 
International 

0.7 0.7 0.7 0.0 -1.5% 

Total Scottish Development 
International 

0.7 0.7 0.7 0.0 -1.5% 

1As provided, the 2009-10 figures for Scottish Enterprise do not include an additional £30 
million that was re-profiled to 2009-10 as last year’s Level 4 budget submission was 
prepared before this decision was taken. The 2010-11 figures do take account of re-
profiling of £35 million out of 2010-11 as this year’s budget submission was prepared after 
this decision was taken. 

Source: SPICe 

38. In response to a request by the Committee, the Scottish Government’s chief 
economic adviser provided more detailed information to the Committee on the 
proposed budget for 2010-1125. This information is set out in the annexes to this 
report. In this further submission, the Scottish Government sets out its plans for 
other relevant expenditure, notably the £43.4 million (in cash terms) for Regional 
Selective Assistance (RSA) grants, £8.8 million (in cash terms) for the 
SMART:Scotland innovation grant programme, £22 million (in cash terms) for 
renewable energy, £10 million (in cash terms) for the renewable energy related 
Saltire Prize26, £9.4 million (in cash terms) for energy efficiency advice through the 
Energy Savings Trust and the Carbon Trust, £7.3 million (in cash terms) for the 
SEEKIT and Knowledge Transfer Partnership (KTP) grant schemes, £10.7 million 
(in cash terms) for the Pathfinder (broadband) programme, £5.9 million (in cash 
terms) for the Scottish Futures Trust27 and £35.6 million (in cash terms) for the 
third sector (comprising £20.5 million for development and £14.6 million for the 
investment fund for that sector).28 

                                            
25 Scottish Government, written evidence provided to the Committee. 
26 N.B. It was suggested during evidence to the Committee that this particular budget would be 
used for other renewable energy related spending as the Saltire Prize would not be awarded until 
2014 or 2015. 
27 According to the Scottish Government, the draft budget requirements for 2010-11 for the Scottish 
Futures Trust are based on the estimated operational costs set out in its 2008 business case 
publication. 
28 Scottish Government, written evidence provided to the Committee 
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39. In a separate letter from Alex Neil MSP, Minister for Housing and 
Communities, the Scottish Government set out its plans to provide £15 million for 
the Home Insulation Scheme (a pilot programme across 10 council areas) in 2010-
11 (the same cash budget as 2009-10)29. The Scottish Government’s draft budget 
also sets out the plans to provide £45.9 million in 2010-11 for the Energy 
Assistance Package30 (a reduction of £5 million in cash terms on the 2009-10 
budget).31 This package is designed to eradicate fuel poverty “as far as is 
reasonably practical”.32 

Enterprise agencies 
40. From the Scottish Government’s Draft Budget 2010-11, it is calculated by 
SPICe that the budget for Enterprise Policy and Delivery (for the most part this 
budget line relates to the budgets for Scottish Enterprise and Highlands & Islands 
Enterprise) in 2009-10 prices is £295 million in 2010-11, a reduction of £81.2 
million on the budget in 2009-10.  This takes into account the £35 million capital 
investment accelerated from Scottish Enterprise’s 2010-11 budget to 2008-09 (£5 
million) and 2009-10 (£30 million), a decision taken as part of the Scottish 
Government’s economic recovery plan.  Even by removing this “acceleration” from 
the Enterprise, Policy & Delivery budget line, there is still a £16.7m in 2009-10 
prices reduction in the budget over the period 2009-10 and 2010-11, see Table 5 
below. 

Table 5: The budget for Enterprise Policy and Delivery 

Level 3 Budget line 2009-10 
Budget £ 

million 
 

2010-11 
Budget £ 

million 
 

2010-11 
Budget  £ 

million         
(in 2009/10 

prices) 

Change in 
real terms 
£ million 

Change in 
real terms 

% 

Enterprise Policy & 
Delivery 376.5 299.7 295.3 -81.2 -21.6 

Enterprise Policy & 
Delivery without re-
profiling 

346.5 334.7 329.8 -16.7 -4.8 

Note: The 2009-10 budget figures in the above table are £18.3m lower than those for the 
Enterprise Policy & Delivery budget line in Table 4 as subsequent to last year’s Draft 
Budget publication the 2009-10 budget was reduced by £18.3 million due to reduced 
running costs of smaller organisations and the transfer of business gateway and local 
regeneration to local authorities. 

Source: SPICe 

41. According to our adviser, the proposed reduction in budgets of the enterprise 
agencies is a continuation of a trend which has been in evidence since 2007 for 
Highlands and Islands Enterprise and for somewhat longer in the case of Scottish 
Enterprise.  Allowing for transfers and shifts of responsibility, funding for the 
activities historically provided by Scottish Enterprise has fallen by around 33% in 

                                            
29 Scottish Government, letter from Alex Neil MSP to the Committee, 13 October 2009, not 
published. 
30 Previously known as the Central Heating Initiative/Warm Deal. 
31 Scottish Government, Scottish Budget: Draft Budget 2010-11, p67, Table 3.05, September 2009. 
32 Scottish Government, Scottish Budget: Draft Budget 2010-11, p68, September 2009. 
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real terms since 2007 and is about 40% in real terms below the level of 1997. 
Highlands and Islands Enterprise experienced rising budgets in the first ten years 
of devolved government but the funding for the activities which it undertook has 
fallen by about 30% since 2007; see figure 2 below. 

Figure 2: Trends in enterprise network funding  
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42. At the request of the Committee, the Parliament’s Information Centre collated 
the figures originally provided by the two enterprise agencies to provide longer-
term trend data on funds for the agencies. This is set out in Table 6 below.
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43. In its submission, Scottish Enterprise suggests that it plans to supplement the 
finance provided by the Scottish Government with a further £63 million in 2010-11, 
consisting of £20 million from property sales, £12 million from the EU, £17 million 
from its Co-Investment Fund and £14 million from other income streams.33 

44. However, as Scottish Enterprise itself noted, its 2009-2012 Business Plan 
assumed that income derived from property disposals during 2010-11 would be 
just under £30 million, but it has subsequently revised this figure downwards to “a 
more prudent £20 million due to continuing pressures in the property market”.34 

45. One of the critical comparisons that the Committee was keen to make with 
the enterprise agencies were the changes in the proposed budgets between the 
current financial year and that proposed for 2010-11. In their evidence to the 
Committee, the senior representatives of Scottish Enterprise present at the 
meeting said initially that year-on-year comparisons were “terribly difficult in any 
event” 35 and that initially such information could not be provided to the Committee 
at the time of asking.36 

46. However, in subsequent evidence to the Committee, Scottish Enterprise did 
provide the Committee with a year-on-year breakdown of their budgets.  It should 
be noted that Scottish Enterprise have provided figures which include other 
sources of income and exclude funds to be transferred to other agencies and the 
non-cash element of their budget allocation.  As a result the figures presented 
below differ from those extrapolated from the Scottish Government’s Draft Budget 
publications throughout the rest of this document which include funds to be 
transferred and the non-cash element of their allocation 

                                            
33 Scottish Enterprise, written evidence provided to the Committee. 
34 Scottish Enterprise, written evidence provided to the Committee. 
35 Economy, Energy and Tourism Committee, Official Report 28 October 2009, col2520. 
36 Economy, Energy and Tourism Committee, Official Report 28 October 2009, col2524. 
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Scottish Enterprise, comparison of: i) projected spending scenarios for 
2009/10 submitted to EE&T Committee in October 2008; ii) spending plans 
for 2019/10 published in SE’s Business Plan in April 2009; and iii) potential 
spending scenario for 2009/10 as submitted to the Committee in October 
2009 

 
Projected Spend 2009/10 

 

 Committee 
Submission 

October 2008 

 
Submission 
figures reset 

for 
definition/line 

allocation 
changes 

 

SE Business 
Plan 

Published 
April 2009/10 

Potential 
Projected 

Spend 
Scenario for 

20010/11 

Explanatory 
Notes 

Enterprise 65 61 49 42  
Made up as follows:  

Company start ups and growth 44 40 27 20 (i) 
Internationalisation 21 21 22 22  

Innovation 39 44 32 26  
Made up as follows:  

Business Innovation Support 18 18 15 17  
Innovation support to key sectors 21 26 17 9 (ii) 

Commercialisation 51 38 34 27  
Made up as follows:  

Development of Intellectual Assets 35 37 31 24 (iii) 
Commercialisation of Intellectual 

Assets 16 1 3 3 (iv) 

Investment 61 61 113 65  
Made up as follows:  

Business Infrastructure/Property 
Portfolio 28 28 75 27 (v) 

Urban Regeneration Companies 13 13 12 12  
Equity Investments/Loans 20 20 26 26 (vi) 

Customer Facing Staff 40 46 47 44  

Research & 
Development 6 16 12 10 (vii) 

Running the business 27 27 27 31  
Made up as follows:  

Support Staff  & related costs 11 6 12 17 (viii) 
Operational property/IT 16 17 20 20 (ix) 

Total Expenditure 289 289 319 251  

Funded by:     
Grant in Aid 220 250 201  

European Funds 10 10 12  
Released Co-Investment Funds 10 10 17  

Property Disposals/Property Income 40 40 28  
Other Business Income 9 9 6  

 289 319 264 *  
 

NB. The explanatory notes (i) to (ix) from Scottish Enterprise for the above 
table can be found in the annex of written evidence provided to the 
Committee for this report. 
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47. In its initial written submission to the Committee, Highlands and Islands 
Enterprise indicated that it will supplement the budget provided by the Scottish 
Government with a further £14.4 million, comprising £7 million from the EU and the 
rest from capital and revenue receipts.37 

48. As with Scottish Enterprise, in further evidence to the Committee, Highlands 
and Islands Enterprise provided the following, year-to-year breakdown of their 
proposed budgets: 

 

Note that the 2009-10 "Grant in Aid - Baseline" includes an additional £0.2 million as a result of 
Crofter's Commission funding to HIE in the interim period as a permanent baseline adjustment.  As 
a result, Government baseline cash and non-cash funding for 2009-10 amounts to £73.3 million 
instead of £73.1 million as presented within the Scottish Government's Draft Budget 2009-10. 
 

49. One of the other main issues explored by the Committee in relation to the 
enterprise networks was that of the level of, and efficacy of spend within, the 
budget transfers made by the agencies to bodies such as Skills Development 
Scotland and to local authorities as a consequence of recent reforms to the 
enterprise networks. In analysis produced by SPICe for the Committee, the scale 
of such transfers was set out (see below). 
                                            
37 Highlands and Islands Enterprise, written evidence provided to the Committee. 
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Scottish Enterprise transfers 

 2008/
09 

2009/
10 

2010/
11 

 £ 
million 

£ 
million 

£ 
million 

GRANT IN AID FROM SCOTTISH GOVERNMENT (CASH) - BUDGET INFO 
PREVIOUSLY PROVIDED 

236 250 1871 

    
The above figures assume / assumed the following transfers to Skills Development Scotland (SDS) and Local 
Authorities:- 

Transfer of Operational costs to SDS 145.4 142.1 136.3 
Notional cost of shared Services provided to SDS 12.1 12.1 8 
Total SDS 157.5 154.2 144.3 

    
Transfer of Business Gateway contracts to Local Authorities 12.2 12.2 12.2 
Transfer of Local Regeneration budget to Local Authorities 12.5 12.5 12.5 
Transfer of Business Gateway Marketing and Quality Assurance to Local Authorities 0 0 2 
Total transfers to Local Authorities 24.7 24.7 26.7 

    
Total transfers to SDS and Local Authorities 182.2 178.9 171 

    
For reference purposes, of the above transfers, the following have actually been or are in the process of being 
undertaken as at 29th September 2009 (see notes below for further details):- 
Transfer of Operational costs to SDS 145.4 142.1 136.3 
Transfer of Shared Service Costs to SDS (A) 0.5 4.2 4.2 
Total transfers to SDS 145.9 146.3 140.5 

    
Transfer of Business Gateway contracts to Local Authorities 12.2 12.2 12.2 
Transfer of Local Regeneration budget to Local Authorities (B) 4.4 0 0 
Transfer of Business Gateway Marketing and Quality Assurance to Local Authorities  1.5 2 
Total transfers to Local Authorities 16.6 13.7 14.2 

    
Total transfers to SDS and Local Authorities 162.5 160 154.7 

    
NOTES 
1 This figure differs from that in Scottish Enterprise’s subsequent evidence as the subsequent evidence does not 
reduce the Grant in Aid figure to take into account c. £13m transfers to SDS. 
 
A The final settlement with SDS for Shared Service Costs is still being worked through and current estimates are that 
a total of £8 million will be transferred to SDS 
 
B There is a ring-fenced allocation of £12.5 million for Local Regeneration activity which SE continue to undertake on 
behalf of Local Authorities. 
 
The expenditure is not included in the GIA figures provided previously and hence it is appropriate to account for the full 
£12.5 million as a transfer.  The £4.4 million transfer which took place in 08/09 represented the difference between 
£12.5 million and the £8.1 million actually delivered by SE on behalf of Local Authorities 

Source: SPICe 

Highlands and Islands Enterprise transfers 

Budget  Transfers 2008/09 2009/10 2010/11 
 Actual Forecast Forecast 
 £'000 £'000 £'000 

Skills Development Scotland     16,070   nil*  nil* 
Skills Development Scotland - services 1  nil       1,210      1,160 
Local Authorities (Business Gateway)  nil       2,589      2,255 
Notes 
* HIE's baseline reduced so no further transfers 
1. This relates to 'transactional services' notional budget 

Source: SPICe 
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50. Finally, one of the other key strands of Scottish Government policy is the 
small business bonus scheme. In information produced by SPICe for the 
Committee, the Scottish Government’s projection (based on estimates only) for the 
revenue foregone as a result of the scheme is presented below in Table 6.  

Table 6: Small Business Bonus Scheme (revenue foregone) 
 
£ million 2009-10 2010-11 2010-11 

(in 2009-10 
prices) 

% change 

Small Business Bonus Scheme 126.0 165.0 162.6 29.0% 
Source: Scottish Government, personal communication to SPICe. 
 
51. In April 2008, the Cabinet Secretary issued a statement38 that the scheme 
would assist 150,000 businesses at a maximum cost of £165 million. This implies 
an average award of £1,100 per business 

Tourism 
52. In its submission to the Committee, VisitScotland stated that its proposed 
budget for 2010-11 will consist of £44.3 million of grant-in-aid from the Scottish 
Government and £20.5 million from commercial and other income streams. This 
latter figure is, according to VisitScotland itself, an estimate subsequently reduced 
during the course of the current financial year based on market conditions. 

53. According to the Committee’s budget adviser, this budget of £44.3 million for 
2010-11 represents a reduction of 11.5% in real terms on the 2009-10 budget 
allocation. In comparison with the draft budget for 2010-11 originally published in 
last year’s budget, VisitScotland also received increased funding of £2.5 million for 
the Homecoming project in 2009-10 and this now also drops out of the draft 
budget. 

54. In its written submission, VisitScotland has proposed across-the-board 
reductions in its main activities as follows:39 

• Business Engagement, reduced by 8% 

• Corporate Services, reduced by 7.5% 

• Strategic Partners, reduced by 7.7% 

• Visitor Engagement, reduced by 2.5% 

• EventScotland, reduced by 1.5% 

• Capital expenditure, reduced by 23% 

55. Following receipt of VisitScotland’s written submission to the Committee, 
further developments were announced in relation to one of the key signature 
events organised as part of Homecoming 2009; The Gathering. In October 2009, it 
                                            
38 http://www.scotland.gov.uk/News/Releases/2008/04/04102353 
39 Highlands and Islands Enterprise, written evidence provided to the Committee. 
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was announced that the company behind the event – The Gathering 2009 Ltd – 
had run into financial difficulties and that a number of public sector bodies would 
now write off the finance provided for the event and that the City of Edinburgh 
Council’s new destination marketing agency (Destination Edinburgh Marketing 
Alliance, DEMA) would take over any similar events in the future. 

56. According to DEMA, the Scottish Government has agreed not to seek the 
recover a loan of £180,000 (£100,000 from the Scottish Government and £80,000 
from Homecoming Scotland) previously provided to The Gathering 2009 Ltd, in 
order to secure the future of The Gathering as an event and the associated 
economic benefits.  For the same reason, DEMA noted that Historic Scotland and 
other public bodies have decided that they will not seek to recover the amounts 
that they are owed.40 

57. It is understood that the monies provided by Historic Scotland totalled 
£100,000, with a further £100,000 being provided by VisitScotland/EventScotland 
in the form of a grant, and £100,000 from Scottish Enterprise.  The Committee is 
awaiting further clarification on this matter from the Scottish Government. 

                                            
40 Destination Edinburgh Marketing Alliance, Press Release, Thursday 15 October 2009. 
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KEY ISSUES 

A budget for economic recovery? 

58. The Committee’s consideration of the Scottish Government’s draft budget for 
2010-11 comes at a time of economic recession in Scotland, uncertainty at the 
timing and pace of any recovery and a recognition that because of the recession in 
Scotland and the UK as well as the recent crisis in the banking sector, the 
pressures on public finances in the medium-term are very likely to be severe. 

59. Consequently, for the Committee whose responsibility it is to ensure that the 
Scottish Government is taking the necessary steps to minimise the effects of the 
downturn in the economy and to move back to sustainable growth in the medium-
term, the central focus of our budget scrutiny this year could not simply be on the 
specific proposals set out by the Scottish Government in its draft budget for 2010-
11 alone.  

60. The critical issues at the heart of our consideration this year have been 
whether the current proposals as set out in the Draft 2010-11 Budget will deliver 
on the Scottish Government’s top priority (its “Purpose”) and whether, with the 
pressures ahead on public sector budgets, prudent decisions are being taken now 
for the future. We have also considered whether the decisions of the past – 
notably for accelerated capital spending, the investments in skills, apprenticeships 
and energy efficiency, the reform of the enterprise agencies and the creation of 
new bodies such as Skills Development Scotland and the Scottish Futures Trust – 
are delivering on their objectives. 

61. As indicated previously, during our deliberations this year, a number of 
fundamental questions were raised on the role that government and its agencies 
should play in economic development. While we make comments on these below 
and in our conclusions, the Committee has indicated that it plans to return to this 
subject in the spring of 2010 with a ‘first principles’ review of the role for enterprise 
intervention from the public sector. 

62. In his evidence to the Committee, Alf Young, the former economic and 
business commentator at The Herald and The Sunday Herald, stated that, in his 
opinion—41 

“... when the objective of increasing Scotland's sustainable growth rate year-
on-year is set against the numbers [in the draft budget] that we have talked 
about this morning, there is a question mark. I would be tempted to go further 
and ask whether the sustainable growth rate growth is within the gift of the 
Parliament, given its powers, or indeed whether it should be a desirable, 
overarching objective of politics.” 

63. Mr Young questioned whether the “Purpose” of increasing the GDP growth 
rate in Scotland should be the overarching objective of the Scottish Government 
and indeed “whether it is the right objective for the right Parliament.”42 

                                            
41 Economy, Energy and Tourism Committee, Official Report 30 September 2009, col2446. 
42 Economy, Energy and Tourism Committee, Official Report 30 September 2009, col2446. 
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64. In his advice to the Committee, our budget adviser suggested that for the 
draft budget for 2010-11 to be considered as designed to foster economic growth, 
most observers would accept that such growth as measured by per capita income 
requires, in combination, increases in skills, increases in entrepreneurship, 
development of business and management techniques, application of technology 
and accumulation of capital (including infrastructure). 

65. This is a view shared by Scottish Enterprise, which stated in its written 
submission to the Committee that increased GDP growth is driven by increased 
productivity, population growth and economic participation.  The enterprise agency 
acknowledged that Scotland’s current poor productivity performance arises from 
shortfalls in enterprise, innovation, investment and skills.43 

66. In its initial response to the draft 2010-11 budget, the Confederation of British 
Industry (CBI) in Scotland said that—44 

“The decision to axe the rail link to Glasgow airport is very disappointing. We 
warned previously that funding for infrastructure projects is often wrongly 
seen by politicians as a soft target, and so it has proved. The focus of 
expenditure reduction ought instead to have been on restraining public sector 
costs and altering spending priorities, for example by making investment in 
the water industry much less reliant on the public purse. 

“The lack of any mention of a programme of contracting-out public service 
delivery, to private and not-for-profit providers, is a missed opportunity to 
modernise and improve services and make them more affordable for 
individual and business taxpayers.” 

67. In its written submission to the Committee, the Federation of Small 
Businesses (FSB) in Scotland stated that “any reduction in spending on a range of 
policy areas associated with supporting economic growth is disappointing.”45 It 
said that— 

“While we recognise the efforts made by the Scottish Government to keep 
the Economic Recovery Plan updated, more concerted action will be 
necessary to kick-start the economy. We believe that further action would be 
possible both in terms of business access to finance, and creating 
employment. Both will be difficult to achieve without additional funding.”46 

68. In its initial response, the Scottish Trades Union Congress (STUC) said—47 

“This was never going to be an easy process for the Scottish Government 
with the budget reducing from that forecast in the last comprehensive 
spending review. However, the STUC believes that a number of very poor 
choices have been made in the draft Budget. There will be serious 
consequences for the Scottish economy and jobs resulting from the 

                                            
43 Scottish Enterprise, written evidence provided to the Committee. 
44 CBI Scotland, News Release, 17 September 2009. 
45 Federation of Small Businesses in Scotland, written evidence provided to the Committee. 
46 Federation of Small Businesses in Scotland, written evidence provided to the Committee. 
47 STUC, News Release, STUC on Scottish Budget Statement, September 17th 2009. 
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cancellation of the Glasgow Airport Rail link and the cuts in the affordable 
housing budget.” 

69. The draft budget proposed offers justification as to why certain portfolios or 
budget lines are to receive reductions whilst others increase. In his accompanying 
news release in September 2009, the Cabinet Secretary for Finance and 
Sustainable Growth stated—48 

“At a time when many businesses and families are facing the challenges 
brought by the recession, it is imperative for government to respond 
effectively and decisively to support them. 

We have had to face difficult choices about where to reduce planned 
spending next year. We will meet this challenge while continuing to work with 
our partners to achieve our priorities and protect programmes that matter 
most to the people of Scotland. 

Crucially that will mean protecting spending on front-line public services, 
such as schools and hospitals. It will mean ongoing investment in our 
economic recovery plan, including support for skills development and for hard 
pressed businesses; and on programmes that help protect households at a 
time of economic hardship.” 

70. Additionally, during his evidence to the Committee in late October 2009, the 
Cabinet Secretary for Finance and Sustainable Growth said—49 

“When I presented the draft budget to Parliament, I said that my aim had 
been to do two things: to prioritise the promotion of sustainable economic 
growth and to protect front-line services. That is what the Government tries to 
do.” 

71. The Cabinet Secretary also stated—50 

“…my duty is to introduce a budget that reflects the Cabinet's agreed 
propositions and fulfils the Cabinet’s requirements, which are to promote 
economic recovery and to protect front-line services. The draft budget is the 
judgment that I have arrived at.” 

And that— 

“Having marshalled all the ways in which we are prioritising economic growth 
in different areas of expenditure, I think that the draft budget speaks for itself 
as a genuine piece of work that seeks to achieve the two objectives of 
promoting economic recovery and protecting front-line services.” 

72. For his part, the Cabinet Secretary for Finance and Sustainable Growth 
rejected the proposition of some of the external organisations that were quoted in 
the press as stating that the budget proposed for 2010-11 was not in line with the 
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Scottish Government’s priorities for sustainable economic growth. In his evidence, 
John Swinney MSP said that he “fundamentally reject[ed] that proposition”.51 
Additionally, in response to the criticism from the main business organisations that 
had been made in the media and in the written submissions received by the 
Committee, the Cabinet Secretary said during his appearance that he feared he 
was going—52 

“… to spend the whole day disagreeing with the business organisations of 
Scotland, which is an interesting position to be in, given all the efforts that I 
have made to have dialogue with them.” 

73. One of the main considerations this year for the Committee is whether the 
draft 2010-11 budget provides the right foundation to tackle the acute pressures 
ahead on public sector expenditure. In his evidence to the Committee, Alf Young 
was critical of all the administrations since devolution noting that businesses 
“crave long-term certainty” in terms of government policy and that there is no 
consistency of approach in policy development in Scotland or the UK because “we 
jump from fashion to fashion and from concept to concept.”53 

74. During his evidence to the Committee, Bill Jamieson, Executive Editor at The 
Scotsman, expressed concerns at the decisions that had been taken relating to 
accelerated capital expenditure believing that this meant “we are stealing from 
future years for the current year”. He felt this will cause “a problem with 
sustainable growth” and realising the Scottish Government's main “Purpose”.54 

75. Looking at the budget proposals for expenditure on economic growth, 
enterprise and supporting the economy, Mr Jamieson considered that the 
reductions in planned expenditure (he estimated an 8% real terms reductions) 
represented “a terrific whack when it is compared with other Scottish Government 
departments.” He therefore had concerns for 2010-11 and “looking beyond that, it 
is going to be much tougher.”55 

76. For its part, looking at the proposed budget as a whole, the CBI Scotland 
stated that “merely allocating reduced funds to existing policies and shirking 
difficult issues, a ‘less of the same’ approach, will not properly address the 
challenge in a manner which will contribute to a sustainable recovery.”56 The CBI 
Scotland also believed that the overall package of savings measures proposed by 
the Scottish Government is “inadequate” in light of the financial challenges to 
come and in terms of driving future wealth creation.57 

77. Similarly, the Scottish Council for Development and Industry (SCDI) said by 
way of its summary that overall, it does not consider that the draft Scottish Budget 
displays the long-term prioritisation that it believes is necessary and the Finance 
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and Sustainable Growth portfolio has suffered the largest absolute and percentage 
reduction, down by over £200 million, or 7%.58 

78. In response to questions on this issue, the Cabinet Secretary for Finance and 
Sustainable Growth stated that—59 

“Over the past 15 or 16 months, the Government has actively taken steps to 
adjust its plans and priorities to deal with the economic situation; those steps 
have concentrated on the economic recovery plan. When I look at the various 
interventions that the Administration has made, I think that we are doing all 
that we possibly can within our resources to support the Government's 
purpose of increasing sustainable economic growth.” 

79. He also said that in relation to accelerated spend, he believed that when 
decisions were made in the past to bring forward these budgets, this was broadly 
welcomed at the time. Furthermore, in relation to the proposed budget for 2010-
11, the Cabinet Secretary said that—60 

“In 2010-11, I would prefer to continue with the injection of capital 
expenditure that we think is required to boost and stimulate economic 
recovery in Scotland and therefore delay the repayment of that expenditure 
until 2011-12. I accept that the money has to be paid back at some stage, but 
given the pattern of development in the economy, we could benefit from 
having another tranche of accelerated capital expenditure, which is why I 
made the pitch that I did [to HM Treasury].” 

 
Effective delivery of previous commitments? 
80. In October 2009, the Scottish Government published an update reviewing the 
progress of its economic recovery plan and summarising what decisions it had 
taken to alter prior plans in light of the economic recession.61 A central part of the 
revised plan were the decisions taken in 2008-09 and 2009-10 to bring forward 
planned expenditure from 2010-11 into the current and preceding financial years; 
known as accelerated capital expenditure. 

81. In its update, the Scottish Government noted that it had accelerated £293 
million of capital spending into 2009-10, in addition to £53 million accelerated in 
2008-09. In total, ministers estimated that this accelerated investment will support 
around 5,000 jobs in the Scottish economy over the period.62 However, in its 
previous update on the recovery plan published in June 2009, the jobs figure was 
6,350.63 Additionally, the Scottish Government suggested that local authorities 
were to invest £90 million to accelerate a range of capital spending programmes 
spread across Scotland.64 
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82. A further strand of the recovery plan and the accelerated capital expenditure 
was the ‘additional’ finance for affordable housing. Here, the Scottish Government 
brought forward £40 million of funding for the Affordable Housing Investment 
Programme from 2010-11; £5 million of the accelerated funding was directed to 
the Home Owners Support Fund Mortgage-to-Rent programme, increasing it to 
£15 million. The remaining £35 million was allocated to projects in 28 local 
authority areas to fund accelerated construction activity, purchase unsold units 'off 
the shelf' from private developers and fund land acquisitions to accelerate future 
developments. According to Scottish Government projections in June 2009, each 
new investment of £100 million in the housing sector would support around 1,000 
jobs directly, with an additional 600 jobs within related supplier industries.65 In 
total, the Scottish Government said in October 2009, that it was “on track to 
approve an unprecedented 8,100 homes this year” from its investments in 
housing.66  

83. In its October 2009 update, the Scottish Government said that its capital 
expenditure budget for this year (2009-10), including accelerated spend, will 
ultimately support approximately 57,000 jobs in the Scottish economy, including 
nearly 37,000 in the construction sector alone. 

84. In his evidence to the Committee, Michael Levack, chief executive of the 
Scottish Building Federation, was critical of the speed of delivery for the 
accelerated spend, whilst welcoming the principle of bringing forward money. He 
told the Committee that—67 

“Of course the industry welcomed the accelerated capital expenditure that 
was announced during the past year, and one would not want to appear 
ungrateful, but it was never going to be enough, given the drastic times that 
the construction sector is facing. It has not worked its way through the 
system quickly enough” 

85. In relation to the accelerated spending on affordable housing in particular, Mr 
Levack said “… we have found that a lot of the money has been used to buy land 
and some existing stock, rather than to start new projects, which would protect 
employment and capacity in the industry.”68 He stated that he feared that the 
budget proposals for 2010-11 might not provide the necessary level of expenditure 
to maintain some assistance for the construction and building industry. 

86. From his perspective, Mr Levack indicated that his industry estimated it had 
lost 8,500 jobs in 2009 in addition to the 20,000 lost in 2008.69 It is probably fair, 
however, to note that the accelerated spend could only have been expected to 
soften the employment decline, not prevent it.   

87. In his evidence, Peter Hughes, chief executive of Scottish Engineering, 
agreed with Mr Levack and noted that from the perspective of companies in his 
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trade association that acted as suppliers to the building and construction sector, 
the accelerated capital expenditure had “certainly not reached them”. He said such 
companies were “in deep trouble as far as orders for the next six months and 
beyond are concerned.”70 

88. Measuring the impact of such accelerated spend was, in the opinion of Mr 
Jamieson, difficult at the macro-level. He told the Committee that he believed that 
the measures taken will have been of help but that it may not be possible to 
measure the impact for a further 12-18 months.71 

89. During his evidence to the Committee, the Cabinet Secretary for Finance and 
Sustainable Growth stated that in relation to spending on housing and the 
accelerated spend in this sector in particular—72 

“We have never had a year of expenditure on housing like the one that we 
are having in 2009-10; we have never built more units as part of the budget. 
That is the case because I took a decision, in the face of economic decline, 
to enhance the housing budget significantly in 2009-10 …” 

90. A second issue related to accelerated capital expenditure explored by the 
Committee was the progress being made to establish the Scottish Futures Trust 
(SFT). In his evidence to the Committee, Michael Levack said that the SFT had “a 
golden opportunity” and that while the Scottish Building Federation had noted the 
significant increase in funding for staffing that had been provided to the Trust, he 
was “desperate for it to get up a real head of steam”. Mr Levack said that “its 
success as a facilitator of major infrastructure investment will rely on the 
availability of funding, wherever it comes from” and that the question that has not 
been answered is whether the UK banks are going to be interested in participating 
in the SFT.73 

91. In its draft budget for 2010-11, the Scottish Government is proposing that the 
budget for the SFT would be £5.8 million in real terms.74 In its written submission 
to the Committee, CBI Scotland described the SFT as “a useful start” in trying to 
aggregate common infrastructure procurement, but indicated that it had “strong 
reservations about whether this flagship initiative is getting the support it needs to 
actually make a significant contribution to aiding the construction and related 
industries in the life of the current devolved parliament”.75 

92. In the Scottish Government’s October 2009 update of its economic recovery 
plan, the Scottish ministers stated that the SFT will also manage the new £1.25 
billion school building programme, which will see the Scottish Government invest 
an additional £800 million of capital support in the school estate, delivering 55 new 
schools across Scotland. The Scottish Government said that the first tranche of 
the programme, announced in September 2009, will see 14 secondary schools 
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benefit from funding – lifting over 12,000 pupils out of poor condition or unsuitable 
schools.76 

93. In response to questions on the proposed budgets for the Scottish Futures 
Trust the progress towards establishment, the Cabinet Secretary for Finance and 
Sustainable Growth said that the Trust was “working on a number of capital 
projects around the country” and that “its chairman and its chief executive are 
taking an active role in the discussion of future infrastructure priorities and ways of 
delivering those in a number of areas”.77 

94. A third component of the 2009-10 budget and the revised recovery plan was 
the creation of a £60 million town centre regeneration fund. Within this, the 
Scottish Ministers proposed that the first offers of grants would be made in the 
summer of 2009.78 Such decisions were, of course, possible as a result of the 
decisions taken by the Parliament as part of the debates, negotiations and 
agreements on the then Budget Bill. 

95. As a member of the board of one of the urban regeneration companies 
(URCs) in Inverclyde, Alf Young outlined some of his concerns with the delivery of 
the town centre regeneration fund. Firstly, he questioned Scottish Enterprise’s 
commitment to regeneration (or ‘place-making’) believing that the body only 
provided finance to the URCs because the budgets were “ring-fenced” and 
because the enterprise agency has been directed to do so by the Scottish 
Government. He believed that Scottish Enterprise’s “… general commitment to 
place making throughout Scotland is almost zilch now”.79 

96. Mr Young also expressed concerns at the longevity of the funding of URCs 
and for town centre regeneration indicating his board “do not know what the 
budget is going to be a year from now, let alone 10 years from now”.80 He also 
questioned whether the decisions to award funding only in July 2009 will result in 
effective spend. He suggested that the limited time period for spending available in 
the remainder of the current financial year will mean “people across Scotland will 
do very quick interventions and clean up town centres, but the long-term impact on 
what town centres will look like through the next decade will be limited.”81 
Furthermore, he stated that the accelerated nature of funding would skew the 
longer term regeneration efforts. 

97. In response to questions on the efficacy of spending on regeneration, 
Scottish Enterprise told the Committee that “the projects that we have been 
investing in are all related to our medium-to-longer-term plan for sustainable 
economic growth.”82 
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98. In its written submission of evidence to the Committee, the Scottish Council 
for Development and Industry questioned the overall priority being proposed by 
the Scottish Government in the draft 2010-11 budget and in its past activities for 
capital expenditure. SCDI said, for example, that it is not clear why - with higher 
sustainable economic growth the Scottish Government’s overarching purpose for 
the public sector – the Scottish Government had chosen to reduce capital support 
to protect revenue spending in the draft 2010-11 budget.83 

99. In SCDI’s view, in an economic downturn, it would logically make more sense 
for funding for regeneration to be an even higher priority and that the Scottish 
Government has the flexibility to transfer extra resources to capital spending.84  

100. In response to questions on the choices made on capital expenditure and 
split between capital and revenue, the Cabinet Secretary for Finance and 
Sustainable Growth said that whilst he could have taken a decision to transfer 
resources from revenue expenditure into capital programmes, he had not done so  
because he would have had “many more concerns about the impact on revenue 
budgets.”85 He also said that he hoped he could get—86 

“… more flexibility to bring forward capital expenditure into 2010-11 for 
repayment in 2011-12, when, as I think we can all be pretty certain, the 
private market will be in a much stronger position. It would be very helpful if 
we could accelerate capital expenditure and continue the record investment 
that we have made this year in housing and other areas of the budget but, 
under the funding formula, I am forced to pay back £347 million in capital 
expenditure to the Treasury.” 

101. Additionally, as part of the recovery plan, the First Minister announced in 
April 2009 that the Scottish Government will work towards the establishment of a 
Scottish Investment Bank in support of business growth. It was suggested that the 
bank will initially comprise of support offered through Scottish Enterprise's existing 
interventions aimed at innovative, high-growth potential businesses: the Scottish 
Venture Fund; Scottish Co-investment Fund; and Scottish Seed Fund. In total, the 
Scottish Government estimated this currently amounts to a combined spending 
power of £150 million. 

102. In his evidence to the Committee, Alf Young was not supportive of the 
venture to create new bodies, such as the proposed Scottish Investment Bank. He 
said “we have a rich, although rather damaged, banking infrastructure and we can 
make decisions to ensure that some of the lending priorities that are not being met 
are met without creating new banks to do that.”87 

103. Similarly, Bill Jamieson was critical of the proposed Scottish Investment Bank 
suggesting that its establishment “is not advancing at any great pace.” He also 
expressed concerns that the proposal might result in a reduction in the Scottish 
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Co-investment Fund. He indicated that this “would be another case of one part of 
Government devouring another part for no good purpose.”88 

104. The Federation of Small Businesses in Scotland were also concerned that 
any efforts being made in Scotland to tap into EU funds to replicate the initiatives 
in Wales to provide finance for business expansion could cause difficulties for the 
establishment of a Scottish Investment Bank.89 

105. In October 2009, the Scottish Government announced by way of an update 
that the new Scottish Investment Bank had now been incorporated as a legal 
entity by Scottish Enterprise. It said that the Scottish Investment Bank initially 
brings together three existing Scottish Enterprise funds – comprising of £150 
million of public sector support, co-invested with the private sector – for innovative, 
growth potential businesses, a further £2 million in European Regional 
Development Funding, supported by £3 million of matched funding from Scottish 
Enterprise, has been allocated to enhance the Scottish Co-investment Fund in the 
Highlands and Islands area. Work is continuing, according to ministers, to consider 
what further resources might allow the Scottish Investment Bank to offer a wider 
range of financial products to growing Scottish SMEs.90 

106. In response to questions, both enterprise agencies confirmed that they had 
been involved in taking forward the development of a Scottish Investment Bank. 
For Scottish Enterprise, the key issue responsible for any delay was the 
complexity of the governance arrangements that needed to be put in place and 
that it needed to “create a vehicle that gives sufficient comfort for the purposes of 
public accountability and which can deal with Treasury rules on departmental 
expenditure limits.”91 

107. Finally, one of the other main initiatives cited by the Cabinet Secretary for 
Finance and Sustainable Growth as a contribution to economic recovery was that 
of the Small Business Bonus Scheme. He noted that the scheme was not 
universally welcomed in the Parliament and that he had had to contest fairly 
vigorously to get it through the parliamentary process.92 

108. He suggested that – citing his own visits to companies and the views of the 
Federation of Small Business in Scotland - one in eight small businesses would 
have gone out of business without the small business bonus scheme.93 

Sectoral issues 

Enterprise funding and policy 
109. In its proposal for 2010-11, the Scottish Government has set out its plans to 
provide £201.4 million for Scottish Enterprise and £54.6 million for Highlands and 
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Islands Enterprise by way of grant-in-aid.94 As Table 5 above shows, even after 
removing the accelerated capital spend from the relevant budget line (Enterprise, 
Policy & Delivery budget line), there is still a £16.7 million (in 2009-10) prices 
reduction in the budget over the period 2009-10 and 2010-11. The accelerated 
investment was, according to the Scottish Government, used to enhance the 
SECC Arena in Glasgow, further develop the Edinburgh Bioquarter and provide 
structural work on the quayside in the Fife Energy Park.95 

110. As the research cited above from the Parliament’s research services shows, 
the reductions in budgets for the enterprise agencies proposed for 2010-11 are 
part of a broader longer-term trend. For example, in real-terms, the budget for the 
enterprise agencies in 1996/97 was some £671 million (grant-in-aid). Even 
allowing for the transfers of budgets to other bodies and to local authorities, there 
has been a long-term reduction in budget allocations to the enterprise bodies since 
devolution. 

111. In his evidence, Alf Young told the Committee that what had been missing 
from the decisions on transfers and changes to the enterprise networks had been 
any clear public debate.96 He believed that there needed to be a public, political 
debate on what these agencies were for. 

112. Mr Young97, echoed by Peter Taylor, chairman of the Town House Collection 
of hotels98, and Dr Hughes of Scottish Engineering99, all supported consideration 
to be given to merging the two enterprise agencies or at least closer working. 

113. However, there was little support from the enterprise agencies for a merger 
of the two institutions. For example, Hugh Hall, chief financial officer of Scottish 
Enterprise said—100 

“We work closely with colleagues in Highlands and Islands Enterprise. A 
number of activities take place on a pan-Scotland basis, including in our 
investments in equities, in industry advisory groups and in international 
activities. We believe that, where there is scope for a pan-Scotland operation, 
one is in place. We have close working relationships with Highlands and 
Islands Enterprise as I said, and they function very effectively.” 

And that— 

“The question whether there should be two organisations or one is a matter 
for Government, not for us. We try to work within the structures that already 
exist and we try to explore opportunities for shared service activity. We tend 
to work towards shared services on a geographical basis. For example, we 
are working with Skills Development Scotland, which has a Glasgow 
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headquarters. Information services provision would potentially be more 
complex with an Inverness office, but we work together where we can.” 

114. Similarly, Sandy Brady, acting chief executive of Highlands and Islands 
Enterprise said, “Highlands and Islands Enterprise is coming from a different place 
than Scottish Enterprise; we have a different set of challenges and 
opportunities.”101 

115. The second issue raised by some of the witness that who gave evidence to 
the Committee was that of assessing whether the transfer of responsibility and 
budgets for local economic development from the enterprise agencies to local 
authorities was having the desired effect. 

116. In his evidence, Bill Jamieson stated that he had “… rather lost sight of how 
effective local authorities are in handling local enterprise companies; I have totally 
lost the picture and do not know whether we have any assessment of how well or 
badly we are doing in helping small firms at that level.”102 He also said that he 
detected—103 

“… among business contacts that there has been an inconsistency of 
address by local authorities. Some local authorities have been very good—I 
have heard good reports from business contacts about the positive manner in 
which Glasgow City Council has responded—but other local authorities seem 
to be a bit hesitant about whether they have real competence in the area and 
about how best to help small businesses and small business projects” 

117. Similarly, Alf Young stated “in a world of single outcome agreements, how do 
we know that local authorities are doing anything much about economic 
development?”104 

118. On this point, John Swinney MSP told that Committee that in relation to the 
transfer of the services now provided by local authorities as part of the business 
gateway scheme, this was “done on the basis of existing contracts, which are still 
in place” and that “business gateway does not just help start-up businesses but 
provides business support to all businesses”.105 

119. In its written submission, SCDI was critical of the reduced funds being 
proposed for the enterprise agencies. It said that it must be questioned whether, 
with economic growth projected to stay below the long-term trend rate, the 
allocation of funding to the agencies should not be greater. In SCDI’s view, every 
£1 million invested by Scottish Enterprise generates £5 million for the Scottish 
economy and one third of its delivery is through private sector partners.106 

120. SCDI also believed that a more fundamental review was needed of whether 
the proposed levels of funding for the enterprise networks are sufficient to play 
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activist roles in rebalancing the Scottish economy and expanding the high-value 
manufacturing exports base through business growth and inward investment.107 

121. From their part, Scottish Enterprise said, of the overall budget allocation 
proposed for the agency in 2010-11, that it would “continue to have discussions 
with the Government on the draft budget” and “what it means for our prioritisation 
and our focus.”108 Hugh Hall, the agency’s chief financial officer, indicated Scottish 
Enterprise was ready to take advantage of additional resources that might become 
available but that Scottish Enterprise was being “prudent in ensuring that we can 
live within whatever allocation we get and maximise the amount of return from that 
investment.”109 

122. Similarly, Sandy Brady, acting chief executive of Highlands and Islands 
Enterprise said that he believed that the overall budget proposed for 2010-11 was 
sufficient to meet the economic situation on the region and that he was “pleased 
with the budget that we have”.110 

123. In response to questions on the resources allocated to the enterprise 
agencies, the Cabinet Secretary for Finance and Sustainable Growth stated that 
any budget changes were in part due to the payback of £35 million in accelerated 
capital and to the transfer of budgets to local authorities and to Skills Development 
Scotland.111 

124. Furthermore, he said—112 

“When I take into account all the issues around transfers, capital repayment 
and the various gains that are made as a consequence of reducing the 
organisations’ running costs through voluntary severance, the budgets of 
Scottish Enterprise and Highlands and Islands Enterprise are, in my view, 
comparable and sustainable and should enable those organisations to fulfil 
our expectations of them and their work.” 

Skills related 
125. In February 2009, the Scottish Government announced £16 million in funding 
to support an additional 7,800 new apprenticeships this year, including:113 

• 1,000 apprenticeships for young people in Glasgow to support the 
Commonwealth Games Legacy proposal; 

• 50 all-age apprenticeships for the creative industries; and 

• 100 all-age home energy and efficiency apprenticeships. 
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126. This was part of the above-mentioned revised recovery plan. Additionally, the 
Scottish Government announced later in the year that it would introduce adult 
apprenticeships in sectors with clear employer demand starting with 500 in 
Hospitality and Tourism (something called for by the Committee during its tourism 
inquiry), and bring in a wage subsidy of up to £2,000 for employers who take on a 
redundant apprentice.114 Such decisions were, of course, possible as a result of 
the decisions taken by the Parliament as part of the debates, negotiations and 
agreements on the then Budget Bill. 

127. As part of next year’s budget proposals, the Scottish Government is 
proposing that its new agency – Skills Development Scotland – will be provided 
with £198.2 million in 2010-11 compared to £200.4 million in 2009-10.115 This 
budget includes the £16 million funding for modern apprenticeships taking into 
account the agreement reached with Parliament on the 2009-10 Scottish 
Budget.116 According to analysis from our adviser, the budget proposed for Skills 
Development Scotland represents a cut by about 4% in real terms whilst the 
budget for higher and further education more generally is static in real terms. 

128. It is primarily for other subject committees of this Parliament to scrutinise the 
skills budgets and higher and further education spending more generally, however, 
as the Economy Committee, we have taken an interest in whether such decisions 
are having the desired impact in terms of sustainable economic growth and the 
Scottish Government’s “Purpose”. 

129. In his evidence to the Committee, Peter Hughes of Scottish Engineering said 
that Skills Development Scotland had existed for more than a year but “we are still 
getting plenty of navel gazing.” He believed that the recession would end at some 
point and that, when it does, “we will need skills, which are vital.” He told the 
Committee that “skilled folk cannot just be taken off the peg and used immediately 
when they are required; gaining skills takes time.”117 

130. From his perspective, Michael Levack of the Scottish Building Federation 
thought that the transfer of responsibilities from the enterprise agencies to Skills 
Development Scotland was probably not happening at the best time and that, in 
the Highlands and Islands in particular, member companies in his trade body had 
concerns that their particular needs were not being taken into account.118 

131. Finally, on the issue of the Scottish Government’s proposals to offer a wage 
subsidy to firms taking on a redundant apprentice, Mr Hughes suggested that the 
policy had the wrong focus. He preferred to see such subsidies being targeted at 
keeping people in work. He noted that in Germany, the German government 
provided wage subsidies to subsidise labour to avoid redundancies, whereas, the 
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Scottish Government’s proposals were to provide subsidies to companies 
prepared to recruit a new apprentice. 119 

132. In a recent announcement, the Cabinet Secretary for Education and Lifelong 
Learning stated that small and medium businesses in the construction, 
engineering and manufacturing industries will be offered financial support to 
safeguard the jobs of any apprentice at threat of redundancy. This would be part of 
the Scottish Government's ‘Safeguard an Apprentice’ scheme where it will now be 
possible to provide employers with £75 a week for eligible apprentices until the 
end of March 2010.120 This announcement was part of a wider series of initiatives 
taken as part of the Scottish Government’s ScotAction programme. 

Tourism 
133. The proposed budget for VisitScotland for 2010-11 will consist of £44.3 
million of grant-in-aid from the Scottish Government and an estimated £20.5 
million from commercial and other income streams. This represents a reduction of 
11.5% in real terms on the 2009-10 budget allocation. 

134. In his opening remarks to the Committee, Philip Riddle, chief executive of 
VisitScotland, conceded that—121 

“We are still facing a bit of a deficit and we will have to find cuts in activities to 
meet them. We are confident that we can do that, but the question of how 
quickly we can do it is significant. At the end of the day, if we cannot improve 
our overall efficiency and cut our budget that way, we will have to cut 
activities. Our aim, however, will be to maintain front-line activities, marketing 
and events programmes, and to try and find efficiencies behind the scenes in 
order to meet the deficit.” 

135.   Mr Riddle suggested that the main steps that VisitScotland will be taking to 
meet its new budget would be increased efficiencies in its quality assurance and 
advice service, reform of its procurement processes, sharing tourist information 
centre premises with other bodies and different approaches to its marketing and 
advertising. Mr Riddle stated that he would avoid compulsory job losses although 
there may be opportunities for voluntary severance.122 In summary, he said that 
VisitScotland “will just have to do more for less.”123 

136. In its opinion however, the Scottish Council for Development and Industry 
said of the proposed cuts to VisitScotland’s budget that it is a concern that the 
tourism body may still face a deficit and that front-line services like marketing may 
be affected.124 For example, SCDI said that if VisitScotland is forced to reduce its 
spending on marketing, including its partnerships with airlines, this would put these 
services in danger and could reduce connectivity for Scotland’s businesses and 
tourism. 
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137. One area where VisitScotland’s 2010-11 budget is being reduced relative to 
the current financial year is the support for Homecoming. In 2009-10, VisitScotland 
received increased funding of £2.5 million for this project in 2009-10 and this now 
drops out of the draft budget for 2010-11 as the project draws to a close at the turn 
of the calendar year. 

138. When questioned by the Committee, Mr Riddle stated he expected that the 
Homecoming project would meet its target of an £8 return for every £1 invested, or 
£44 million in return for the sums invested to date. Mr Riddle suggested that the 
£44 million target was “not overly optimistic”.125  He described progress to date on 
this return on investment rate as being “well on track”.126 

139. Similarly, on the issue of the funding proposed for the tourism sector as a 
whole, the Cabinet Secretary for Finance and Sustainable Growth stated that one 
of the reasons for the apparent reduction in the budget proposed for VisitScotland 
in 2010-11 was due to the artificial inflation of the 2009-10 budget due to the 
additional funds then for Homecoming. He also suggested that wider initiatives 
such as the road equivalent tariff scheme must also be considered as a significant 
contributor to the development of the tourism sector.127 He also said that he had—
128 

“… to take some difficult decisions about where we can absorb the £500 
million of cuts in our budget. Those cannot come from thin air, so they need 
to come from somewhere. Unfortunately—and regrettably—I have to take 
those decisions across different parts of Government. Therefore, £2.5 million 
is being taken out of the tourism budget as a contribution towards dealing 
with the £500 million of cuts. However, £0.25 million is being redirected to 
other tourism projects, which will be announced in due course.” 

140. As noted earlier in this report, one of the main signature events that was 
organised as part of Homecoming – The Gathering – has reportedly run into 
financial difficulties with debts totalling £600,000 owed to the public sector. When 
questioned on the merits of bodies such as the Scottish Government and its 
agencies writing off the finance provided to the organisers, the Cabinet Secretary 
for Finance and Sustainable Growth said that the Scottish Government supported 
the decision by DEMA to take over the event. He also said that the Scottish 
Government had “been involved in making a financial contribution to the gathering 
and has agreed not to seek to recover the loan of £180,000”. He confirmed that he 
would “discuss with other public bodies any implications for them of their decisions 
not to recover the amounts that they are owed.”129 

141. Prior to the appearance by VisitScotland at the Committee, members 
received a written submission of evidence from Bob Downie, chief executive of 
The Royal Yacht Britannia. This indicated that at the Scottish Tourism Forum 
(STF) AGM held in Dundee on 1 October 2009, a special resolution was passed in 
a virtually unanimous vote which stated that the STF recommended that the 
                                            
125 Economy, Energy and Tourism Committee, Official Report, c2484, 7 October 2009. 
126 Economy, Energy and Tourism Committee, Official Report, c2484, 7 October 2009. 
127 Economy, Energy and Tourism Committee, Official Report, c2570, 28 October 2009. 
128 Economy, Energy and Tourism Committee, Official Report, c2574, 28 October 2009. 
129 Economy, Energy and Tourism Committee, Official Report 28 October 2009, col2591. 



Finance Committee – 7th Report, 2009 (Session 3) – Annexe D 
 

37 

Scottish Government give VisitScotland the statutory powers and funding required 
to improve and develop the quality of Scotland’s tourism industry, including where 
necessary, direct intervention, grant support and soft loans. 

142.  The effect of the above change, if enacted by the Scottish Government, 
would require a transfer of powers and financial resources from bodies such as the 
enterprise agencies to VisitScotland. When questioned on this, Philip Riddle stated 
that “there are opportunities for consolidation, both vertically and horizontally” but 
that “decisions about our overall remit are beyond us—those are judgments for the 
Government”.130 

143. In a related issue, the Committee explored the progress towards the creation 
of a national investment plan for tourism and, separately, the establishment of a 
tourism investment bank along the Austrian and Swiss model. In relation to the 
investment plan, Mr Riddle stated that the current economic climate had knocked 
the plan off its “smooth development” but that “it is still very much in sight”.131 

144. On the investment bank, Mr Riddle stated that the current plans had now 
changed and that “establishing a bank might be inappropriate and simply too much 
just now”. VisitScotland’s aim was now for it to provide banks and other financiers 
with some form of quality assurance advice service for their investment 
proposals.132 He did suggest, however, that some form of joint body with the 
enterprise agencies could be established to provide funding guarantees to third-
party investment projects in tourism.133 

145. In its written submission of evidence, the CBI Scotland made a specific 
recommendation regarding the re-introduction of a successor to the air route 
development fund (ARDF) as one contribution to boosting the tourism industry in 
Scotland. It said the Scottish Government should reintroduce a more modestly 
funded ARDF that meets EU competition rules and supports the introduction of 
new direct international air services between key business destinations and 
Scottish airports.134 The call for a successor to the ARDF was supported by the 
Scottish Council for Development and Industry in its written submission.135 

146. In response to questions on a successor to the ARDF, the Cabinet Secretary 
for Finance and Sustainable Growth stated that—136 

“As part of the budget in 2008-09, I decided to conclude the route 
development fund. I have had representations from Ryanair, urging me to 
consider a successor scheme. I will consider that, because the company has 
come to me with the idea. However, it is not a priority and it does not feature 
in the budget.” 
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147. Finally, the Committee explored the issue of VisitScotland.com, the 
website/portal now under the direct control of VisitScotland and the subject of 
some controversy in the past. Mr Riddle reported that VisitScotland.com was being 
reformed in line with the Committee’s recommendations made in its tourism inquiry 
report137 and that the website was now generating income for its parent body. Mr 
Riddle noted that VisitScotland.com had now paid off £250,000 of the initial loan 
provided to it by VisitScotland.138 

Energy and climate change 
148. During the Committee’s budget scrutiny this year, two main energy-related 
issues were explored. Both of these issues drew upon the Committee’s recent 
energy inquiry and the recommendations made at the time.139 

149. The first issue is that of the financial support in the proposed 2010-11 budget 
for renewable energy technologies and, in particular, for marine technologies such 
as wave, tidal and offshore wind. The proposed Scottish Government budgets for 
2010-11 provide for £31.6 million in real-terms for renewable energy, including 
£9.9 million for the Saltire Prize (compared to 2009 prices). This budget is in 
addition to any sums that may be provided by bodies such as the enterprise 
agencies for projects such as the European Marine Energy Centre in Orkney, the 
Fife Energy Park and the investments at Machrihanish and Arnish. 

150. In its energy inquiry report, the Committee stated that the Scottish 
Government should consider bringing forward a successor to the current Wave 
and Tidal Energy Support scheme (WATES) to provide development funding for 
such technologies.140 The existing WATES scheme provided funds totalling some 
£13 million and was focused primarily on demonstration projects. 

151. In written evidence provided to the Committee, the renewable industry’s main 
trade body – Scottish Renewables – welcomed the fact that the Scottish 
Government was having discussions with the UK Government’s Department for 
Energy and Climate Change on the latter’s financial support for marine energy but 
that in order to ensure the full and swift development of pre-commercial projects 
which will enable the Pentland Firth Round, there needed to be a successor to 
WATES providing a yearly allocation of funds, with unused money rolled into 
subsequent years.141 

152. During his evidence to the Committee, the Cabinet Secretary for Finance and 
Sustainable Growth said that in relation to the suggestion to create a successor to 
the current WATES scheme for marine energy, announcements would be made as 
the Scottish Government considered the different opportunities and propositions 
that are available to it. He said there was an opportunity for the Scottish 
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Government to develop many of the ideas and projects in the proposals from the 
marine energy group.142 

153. In particular, the Cabinet Secretary provided clarification on whether the near 
£10 million of budget nominally allocated for the Saltire Prize within the budget 
proposed for 2010-11 could be spent within the next financial year on other 
renewable energy projects, given that most observers believed that the Saltire 
Prize itself would not be awarded until 2014/15. He said—143 

“The Government has made a commitment to fund the saltire prize to the 
tune of £10 million. It is not expected that that would be required during the 
financial year 2010-11. In presenting the information, I had a choice. I could 
choose not to show that information, because it will not arise in 2011, but 
make it clear that the Government has a commitment to it. Alternatively, I 
could choose to show that sum of money, which is not "notional"—it is 
essentially available to spend, but I know that the purpose for which it is 
required is not expressly to be drawn down during 2010-11. I could have 
been exposed to the criticism that I had not made any provision whatever for 
the saltire prize. I chose to show the information in this format, but I give the 
committee the commitment that the £10 million will be used for renewables 
projects, which I have set out in public comments.” 

154. He was then asked if the £10 million budget he referred to as being available 
for renewable energy spending in 2010-11 because the Saltire Prize would not be 
awarded in this financial year, would be allocated to the baseline for renewable 
energy spending going beyond 2010-11. In response, he said that in the budget 
that he would propose for 2011-12, “the starting point will be the budget of £32 
million” (i.e. that being proposed for 2010-11). He also said that he recognised 
“fully that investment in the renewables industry cannot be short term and that a 
commitment to sustain investment in the long term must be given.”144 

155. The second main energy-related matter was the financial support proposed 
for energy efficiency within the 2010-11 budget. In the Committee’s energy report 
of June 2009145, all members agreed to recommend that the Scottish Government 
should consider substantially increasing resources for an area-based, targeted 
energy efficiency/conservation programme designed to tackle fuel poverty and 
reduce energy demand.  

156. It was suggested that such a programme should have an emphasis on 
technologies suitable for the Scottish building stock, for concentrations of fuel- 
poor households in urban areas and for our off gas-grid and rural areas. It should 
also involve a programme of home visits to provide advice rather than rely on 
helplines. The size of the investment needed could, in the view of the Committee, 
be in the order of £100-170 million per year over the next decade to come, with 
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spending targeted on the basis of a geographical mapping of fuel poverty 
needs.146 

157. In his evidence to the Committee, Michael Levack of the Scottish Building 
Federation said that there is a “need to back up the Government's promises on 
reducing carbon emissions with some hard cash to make a start on the retrofit 
programme, not only for housing but for all buildings.”147 

158. Similarly, in its response to the draft budget as a whole, the Scottish branch 
of the Association for the Conservation of Energy said that there should be at least 
£100 million per year provided over the next decade in an expanded area-based 
Home Insulation Scheme (its current budget is £15 million this year) and at least a 
doubling in fuel poverty spending through the Energy Assistance Package from 
the current £60 million to £120 million per year.148 

159. The Scottish Government’s proposed budget for the Home Insulation 
Scheme in 2010-11 is £15 million (compared to the same figure in 2009-10) and 
£45.9 million for the Energy Assistance Package (compared to the £50.9 million 
provided in 2009-10).149 The Scottish Government appears to suggest in the draft 
budget proposal that the £5 million reduction for 2010-11 is a result of accelerated 
spend in 2009-10 as agreed when the 2009 budget bill was passed. 

160. During his appearance at the Committee, the Cabinet Secretary for Finance 
and Sustainable Growth was questioned on whether there would be any increase 
for home insulation schemes or energy efficiency more generally to meet the 
targets of the recent passed Climate Change (Scotland) Act. In response, he 
said—150 

“We have a process of dialogue and discussion to go through across the 
political spectrum in Parliament, and we will consider those issues as the 
budget takes its course.” 

International trade and inward investment 
161. In its more detailed supplementary evidence provided to the Committee, the 
Scottish Government confirmed that the budget it was providing to Scottish 
Development International (SDI) would be £714,000 in real terms, which would 
cover the activities of the former Business Gateway International staff from within 
the old local enterprise company structure.151 

162. In addition, Scottish Enterprise stated in its submission that SDI would be 
provided with £22 million in 2010-11 for its activities and that the body would be 
continuing to support Scottish companies to internationalise and to seek out and 
exploit opportunities to bring direct investment into Scotland. This will, according to 
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Scottish Enterprise, include increasing capacity to take advantage of opportunities 
in the Middle East, China and India.152 

163. The CBI Scotland expressed some reservations over the budget allocation 
within the enterprise agencies and for SDI, stating, “we are concerned that the 
proposed reductions in budget available to our enterprise agencies could lead to 
less support particularly for manufacturers and exporters, at a time when official 
figures reveal there has been an unprecedented fall in Scottish manufactured 
exports.”153 

164. Similarly, the Scottish Council for Development and Industry said that in its 
view, higher sustainable economic growth in the long-term will require a higher 
priority for investment and internationalisation, and the Scottish Budget needs to 
support this purpose.154  SCDI also said that support for higher levels of business 
birth rate and business research and development is needed and, above all, to 
attract the significant inward investment which is necessary to widen the 
manufacturing exports base.155 

Other issues 

The ‘third sector’ and social enterprises 
165. The Scottish Government’s proposals for the third sector and social 
enterprises for 2010-11 contain proposed budgets of £35.1 million in real terms 
(slightly down on the 2009-10 budget), split between £20.5 million for development 
of the sector and £14.6 million for the sectoral investment fund.156 

166. In its written submission to the Committee, the Scottish Council for Voluntary 
Organisations said—157 

“The commitment to centrally investing £35.6 million in the Third Sector is 
welcome but this should be seen in context. The role of this fund is currently 
limited to capacity building and supporting the sector engage in service 
delivery. The Committee should be under no illusion that this funding itself 
will sustain the sector. It is very small leverage fund when compared against 
the sector’s overall scale of £4.1 billion in annual income of which 39% 
comes from public sector sources through grants and procurement contracts, 
with a very large subset of this coming from local government.” 

167. On the other hand, the Federation of Small Business in Scotland was less 
supportive of funding increases for the third sector. In its written submission, the 
FSB stated— 

“We also note substantial funding for the third sector, a proportion of which is 
intended, we understand, to support third sector organisations to become 
less grant-reliant. We are concerned that an unintended consequence of this 
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may be that some organisations are funded to directly compete with existing 
businesses. This is likely to be regarded as deeply unhelpful by many local 
businesses.”158   

The Council of Economic Advisers 
168. The proposed budget for 2010-11 contains funding of £400,000 in real terms 
for the activities of the Council of Economic Advisers, compared to the same figure 
in the 2009-10 budget. 

169. One issue that arose during the evidence taken by the Committee was the 
seeming lack of a relationship between the Council of Economic Advisers and the 
enterprise agencies. In his evidence to the Committee, Bill Jamieson of The 
Scotsman, said “it is … wrong that we have a Council of Economic Advisers 
attached to the First Minister that somehow seems to ostracise and totally ignore 
Scottish Enterprise.”159 

Access to information to aid scrutiny 
170. Outwith the policy issues explored by the Committee, the issue of the 
provision of detailed budget information to the Committee, particularly level 4 
figures for the relevant budget lines and trend data both overall and for the 
enterprise agencies in particular, has been an issue. Such information is 
considered as absolutely essential for the Committee to adequately carry out its 
scrutiny role and we return to this issue as part of our conclusions. 

Transitional rates relief 
171. In written submissions received shortly before the Committee finalised its 
report at its meeting of 11 November, members received representations from the 
Scottish Retail Consortium and Scottish Renewables raising concerns about 
transitional rates relief. 

172. The Scottish Retail Consortium stated in its submission that there needed to 
be a generous scheme of transitional relief on business rates to accompany the 
likely significant escalation in rates which we expect with the 2010 revaluation. It 
also said that “transitional relief will be essential to retail’s recovery from the 
recession, which is also a pre-requisite to its role in acting as an engine of wider 
economic recovery.”160 

173. Due to the late receipt of the written submissions, this Committee was not 
able to conclude on the merits of the points raised in relation to transitional relief 
on business rates or question the Scottish Government on its views. The 
Committee suggests that this is an issue that the Finance Committee may 
choose to look at as part of its deliberations. However, the Committee has 
agreed to look again at the issue later in the year and has requested further 
briefing on this matter. 
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CONCLUSIONS AND RECOMMENDATIONS 

Background 

174. The Committee’s scrutiny of the Scottish Government’s proposed budget for 
2010-11 comes at a time of severe economic challenges with the subsequent 
pressures on public expenditure. Currently, the Scottish economy is in recession, 
unemployment continues to rise and most economic commentators predict that a 
recovery of our economy as a whole is still someway off and will in any case be 
slow and protracted. 

175. Whilst there are some positive developments in certain industrial sectors, the 
outlook for the next few years is gloomy. For example, we note that even the 
respected independent Fraser of Allander Institute’s most optimistic scenario only 
predicts an economic growth rate of only a little over 2% by 2012. This is almost 
half of what the Scottish Government’s chief economic adviser suggests is 
necessary to sustain current projections for public finances and expenditure levels 
in Scotland. 

176. As stated previously, however, it is important to note that the UK Government 
will be publishing its pre-budget report in early December and as yet, there are no 
official details of proposed spending beyond 2010-11. 

177. Consequently, echoing the words of the Cabinet Secretary for Finance and 
Sustainable Growth to us, there are some pretty tough times ahead for Scotland 
and that difficult choices need to be made. In its most recent report, Audit Scotland 
indicates that simply meeting the target for efficiency savings alone will not be 
enough to plug the gap in public finances in Scotland. 

178. Our focus this year has therefore not just been restricted to considering the 
proposed budget for 2010-11. Whilst we have looked in detail at this, we have also 
looked ahead at the challenges that await us over the medium-term. We have 
assessed, therefore, whether the Committee thinks that the budget proposed is 
the right one for 2010-11 as well as for the recovery of the Scottish economy 
beyond the next financial year. 

Is this a budget for the economy? 

179. The Committee recognises that the difficulties in the economy are not 
restricted to Scotland alone. We also recognise that the contributory problems in 
the banking sector and consequently on the availability of finance, are faced all 
across the UK and indeed globally. Nevertheless, we are tasked with assessing 
whether the budget proposed by the Scottish Government for 2010-11 and beyond 
is the right one. 

180. The Committee welcomes the principles behind the steps that have been 
taken in previous years to accelerate spend from later budgets into current 
expenditure. We believe that it is right for the public sector to make efforts such as 
this to offer more opportunities to those sectors of our economy under the most 
pressure in order that they can benefit from greater spending now. 
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181. However, based on the near universal evidence we received from business 
organisations, trade associations, economic commentators and the trades unions, 
we do not believe that the budget proposed is the right one for the economic 
challenges ahead.161 

182. While the Committee recognises that proper account has to be taken of the 
accelerated spend in the past, we see little evidence of the tough choices that are 
needed to return to sustainable economic growth. Even after accounting for the re-
profiling of spend, almost all the relevant budget lines relating to the economy 
have been reduced, and reduced in excess of the near 1% overall reduction of the 
draft 2010-11 budget compared to the existing financial year.162 

183. Consequently, we conclude that the Cabinet Secretary has not presented a 
budget which, in his words, was designed to both prioritise the promotion of 
sustainable economic growth and to protect front-line services. The Committee 
concludes that he may have done the latter but not, in many respects, achieved 
the former. In short, we do not consider that the budget proposed is fit for the 
Scottish Government’s economic “Purpose”.163 

184. The Committee recommends that should discussions with the UK 
Government result in agreement to allow further accelerated expenditure, 
then such additional sums of money must be allocated to initiatives that will 
boost economic recovery.164  

Delivery of past commitments 

185. The Committee has indicated that it welcomes many of the initiatives that 
have been taken forward in previous years to help protect the economy, those in 
employment and our wider communities. In particular, the eventual resolution of 
the Budget Bill for the current financial year took forward a number of welcome 
suggestions, such as town centre regeneration, spending on skills and 
apprentices, more money for affordable housing and for energy efficiency 
schemes. 

186. However, based on the evidence we received, the Committee concludes that 
delivery of these schemes has not yet been as effective as we would have hoped. 
We note the comments from the construction industry representatives on the 
efficacy of the spending on affordable housing, the comments from a 
representative of an urban regeneration company on the questionable longer-term 
benefits of the way the money is currently been spent, the views of energy 
                                            
161 This paragraph was agreed to by division. The result was: For 5 (Lewis Macdonald, David 
Whitton, Wendy Alexander, Iain Smith and Gavin Brown) Against 3 (Stuart McMillan, Rob Gibson 
and Christopher Harvie). 
162 This paragraph was agreed to by division. The result was: For 5 (Lewis Macdonald, David 
Whitton, Wendy Alexander, Iain Smith and Gavin Brown) Against 3 (Stuart McMillan, Rob Gibson 
and Christopher Harvie). 
163 This paragraph was agreed to by division. The result was: For 5 (Lewis Macdonald, David 
Whitton, Wendy Alexander, Iain Smith and Gavin Brown) Against 3 (Stuart McMillan, Rob Gibson 
and Christopher Harvie). 
164 This paragraph was agreed to by division. The result was: For 5 (Lewis Macdonald, David 
Whitton, Wendy Alexander, Iain Smith and Gavin Brown) Against 3 (Stuart McMillan, Rob Gibson 
and Christopher Harvie). 
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conservation groups that the current allocations are too small and the criticism 
from various business organisations and commentators on the lack of progress 
with initiatives such as the Scottish Futures Trust and the Scottish Investment 
Bank.165 

187. The Committee recommends, therefore, that the Scottish Government 
reviews the speed of progress of, and the efficacy of the spending within, 
the various initiatives that were agreed to as part of the 2009-10 budget and 
within its economic recovery plan. Critically, Scotland needs to have a 
government-endorsed public/private procurement model in the marketplace 
and this is what is currently missing166. Wherever such initiatives are failing 
to make a significant contribution they should not take priority in future 
plans167.  

Enterprise spending 

188. The Committee notes the proposed spending reductions for the enterprise 
agencies. The Committee has concerns about this pattern of reduced spend. We 
conclude by reiterating that the Committee is committed to a fundamental review 
of the role that enterprise agencies should play in the Scottish economy, the 
functions they should be carrying out and the budgets that they therefore require 
to do so. We also intend to look at whether the pattern of spend on loans versus 
grants is the right one. 

189. Furthermore, we have questions about the efficacy of the spending that is 
being made by local authorities on local economic development as a result of 
budget transfers and reforms of the enterprise networks. We recommend that the 
Scottish Government puts in place, in partnership with local authorities, a 
form of transparent monitoring programme that assesses whether or not the 
monies transferred are being retained in economic development or are being 
lost to other forms of spending within local government. 

190. Finally, we also note the proposal that the budget for internationalisation 
activities within the enterprises agencies is being frozen, representing a cut in real-
terms compared to 2009-10. We question whether this is the correct decision to 
take given the critical importance that exports and the continued attraction of 
inward investment will need to make to the Scottish Government’s GDP targets. 
We recommend that the Scottish Government review this budget line. 

                                            
165 This paragraph was agreed to by division. The result was: For 4 (Lewis Macdonald, David 
Whitton, Wendy Alexander and Iain Smith) Against 4 (Stuart McMillan, Rob Gibson, Gavin Brown 
and Christopher Harvie). The Convener, Iain Smith, cast his casting vote in favour of the 
paragraph. 
166 This sentence was agreed to by division. The result was: For 4 (Lewis Macdonald, David 
Whitton, Wendy Alexander and Gavin Brown) Against 3 (Stuart McMillan, Rob Gibson and 
Christopher Harvie) Abstain 1 (Iain Smith). 
167 This sentence was agreed to by division. The result was: For 5 (Lewis Macdonald, David 
Whitton, Wendy Alexander, Iain Smith and Gavin Brown) Against 3 (Stuart McMillan, Rob Gibson 
and Christopher Harvie). 
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Tourism 

191. We note the Cabinet Secretary’s view that the budget for VisitScotland has to 
be reduced as its contribution to the wider pressures on public spending. We 
recommend that this reduction, marginal in relation to the overall cuts that 
need to be made, be reviewed. 

192. Furthermore, while we welcome the principles behind the Homecoming 
initiative and the apparent successes to date, the Committee gives notice that it 
will return in the New Year to assessing the success of the programme. 
Furthermore, we note with concern the developments in relation to The Gathering 
2009 and we look forward to a response to our letter to the First Minister asking for 
further information on this matter168. 

193. Finally, we are concerned at the speed of delivery of the national tourism 
investment plan and the tourism bank, both of which we have advocated in the 
past. We are also not yet convinced that the Scottish Government have solved the 
problems we identified in relation to skills provision within the tourism sector. 

194. We recommend, therefore, that the Scottish Government responds to 
the call made at a recent Scottish Tourism Forum meeting for a transfer of 
functions and budgets from the enterprise agencies to the national tourism 
board. We ask the Scottish Government for a view on this proposal, which may 
lead to further work by the Committee. 

Alternative spending commitments 

195. The Committee is aware of the desire on the part of many that the 
negotiations in the Parliament in the budget proposed for 2010-11 recognise the 
critical importance of the economy and that all parties make efforts to reach 
agreement in advance of the subsequent debate on the budget bill. 

196. Consequently, at this stage, as a Committee, we do not make specific, 
detailed alternative spending commitments. However, we are prepared to 
conclude that a number of initiatives should be given serious consideration within 
the Parliament as part of the budget discussions and debate. 

197. Firstly, the Committee reiterates the view, agreed by all of its members in the 
past that it does not believe that the current level of expenditure on energy 
efficiency and home insulation goes far enough. Given the commitments and 
targets within the recent passed climate change legislation, as well as the 
evidence received from the construction industry and pressure groups, we 
recommend that the Scottish Government give consideration to augmenting 
current spending commitments to put in place a area-based, targeted energy 
efficiency/conservation programme designed to tackle fuel poverty and 
reduce energy demand.   

                                            
168 An amendment to this sentence was not agreed to following a division. The result was: For 3 
(Stuart McMillan, Rob Gibson and Christopher Harvie) Against 4 (Lewis Macdonald, David Whitton, 
Iain Smith and Gavin Brown) Abstain 1 (Wendy Alexander). 
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198. Such a programme should have an emphasis on technologies suitable for the 
Scottish building stock, for concentrations of fuel- poor households in urban areas 
and for our off gas-grid and rural areas. It should also involve a programme of 
home visits to provide advice rather than rely on helplines. We have previously 
recommended in our energy inquiry report that the size of the investment 
needed should be in the order of £100 million per year over the next decade 
to come, with spending targeted on the basis of a geographical mapping of 
fuel poverty needs. 

199. Secondly, we urge the Scottish Government to heed the calls from its own 
expert marine group and put in place a successor to the Wave and Tidal Energy 
Support (WATES) scheme. We welcome the commitment made by the Cabinet 
Secretary for Finance and Sustainable Growth that a further £10 million will be 
available next financial year for renewable energy projects, that the Scottish 
Government has a long-term commitment to renewable energy technologies and 
that funding decisions for future years will start from a baseline budget of £32 
million for renewable energy. 

200. We recommend that the Scottish Government considers using this 
additional £10 million for a successor to WATES and furthermore gives a 
commitment that such sums will continue to be provided on a year-on-year 
basis. We consider the prize of unlocking the potential of such technologies in 
areas such as the Pentland Firth to be worth this investment.  

Provision of detailed budget information 

201. The Committee has repeatedly stated in previous years that it requires more 
detailed budget figures than those published by the Scottish Government (and 
former administrations) in its draft budgets. At the very least, we need the relevant 
budget information to be made available to us – to level 4 – shortly after the 
budget is published. 

202. Whilst we have welcomed the Cabinet Secretary’s past assurances on level 
4 figures – that we only had to ask – again this year such figures were only 
provided by his officials after our evidence-taking was well underway. This is not 
satisfactory. 

203. We recommend that the Finance Committee recommends that budget 
figures to level 4 be provided as a matter of course to subject committees 
very shortly after the budget is published. 

204. Furthermore, this year, the Committee expressed a desire for information 
from the enterprise agencies showing the trend in their budgets from the current 
financial year to the next, broken down into the main budget headings. We did not 
consider this to be an unreasonable request and one necessary for us to properly 
scrutinise the budgets of the agencies. 

205. It is with some disappointment that we note the discussions that took place 
during our meeting of 28 October, where such information was readily provided by 
Highlands and Islands Enterprise and was, only after repeated questioning, 
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provided by the representatives of Scottish Enterprise. This is deeply 
unsatisfactory. 

206. Whilst we recognise the challenges for both agencies in providing detailed 
information or estimates of their budgets at this particular point in the calendar 
year, given the role of their boards and the fact that their final decisions are not 
made until later, we do not believe that it should be a problem in providing the 
Committee with basic data showing the proposed trends in spending that may be 
finally agreed to. 

207. We give notice to both agencies that we require them next year and in future 
years to provide this Committee and its successors with a budget submission 
which at the very least, provides a life-for-like comparison of planned spend for the 
coming financial year with the existing one. We recommend that the chief 
executives for both agencies provide such a commitment in writing to us. 
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EXTRACTS FROM THE MINUTES OF THE ECONOMY, ENERGY AND TOURISM COMMITTEE 

18th Meeting, 2009 (Session 3), Wednesday 3 June 2009 
 
Budget process 2010-11 - appointment of adviser: The Committee considered and agreed to 
seek approval for the appointment of an adviser. 

 
22nd Meeting, 2009 (Session 3), Wednesday 9 September 2009 

1. Decision on taking business in private: The Committee agreed to take item 7 in private.  

7. Draft Budget Scrutiny 2010-11 - appointment of adviser: The Committee agreed its preferred 
candidate for the post of adviser for its scrutiny of the Scottish Government’s draft budget 2010-11. 

24th Meeting, 2009 (session 3), Wednesday 23 September 2009 

In attendance: Peter Wood (Committee adviser) 

1. Decision on taking business in private: The Committee decided to take item 4 in private.  

4. Draft Budget Scrutiny 2010-11 (in private): The Committee considered and agreed its 
approach to the scrutiny of the Scottish Government's Draft Budget 2010-11 

25th Meeting, 2009 (Session 3), Wednesday 30 September 2009 
 

In attendance: Peter Wood (Committee adviser) 
 

Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish Government's 
Draft Budget 2010-11 from— 
 

Michael Levack, Chief Executive, Scottish Building Federation; 
Dr Peter Hughes, Chief Executive, Scottish Engineering; 
Peter Taylor, Chairman, The Town House Collection and Scottish Tourism Forum Board 
Member; 
Bill Jamieson, Executive Editor, The Scotsman Publications Ltd; 
Alf Young, Economic Commentator & Chair of Riverside Inverclyde. 

 
26th Meeting, 2009 (Session 3), Wednesday 7 October 2009 

In attendance: Peter Wood (Committee adviser) 
 
Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish 
Government's Draft Budget 2010-11 from— 
 
Philip Riddle, Chief Executive, VisitScotland. 
 

27th Meeting, 2009 (Session 3), Wednesday 28 October 2009 
 
In attendance: Peter Wood (Committee adviser) 
 
Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish 
Government's Draft Budget 2010-11 from— 
 

Hugh Hall, Chief Financial Officer, and Stephen Gallagher, Managing Director - Commercial 
and Infrastructure, Scottish Enterprise; 
 
Sandy Brady, Acting Chief Executive, and Forbes Duthie, Director of Finance & Corporate 
Services, Highlands and Islands Enterprise; 
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John Swinney MSP, Cabinet Secretary for Finance and Sustainable Growth, David Reid, 
Head of Finance Programme, Wilson Malone, Head of Enterprise Policy and Delivery, and 
Jamie Hume, Head of Renewable Energy, Scottish Government. 

 
28th Meeting, 2009 (Session 3), Wednesday 4 November 2009 

 
In attendance: Peter Wood (Adviser)  
 
1. Decision on taking business in private: The Committee agreed to take item 3 in private and 
all future items relating to its draft report to the Finance Committee on the Scottish Government's 
Draft Budget 2010-11 in private. 
 
3. Draft Budget Scrutiny 2010-11 (in private): The Committee considered a draft report to the 
Finance Committee on the Scottish Government's Draft Budget 2010-11. 

 
29th Meeting, 2009 (Session 3), Wednesday 11 November 2009 

 
In attendance: Peter Wood (Adviser)  

 
1. Draft Budget Scrutiny 2010-11 (in private): The Committee considered and agreed its report 
to the Finance Committee on the Scottish Government's Draft Budget 2010-11. 
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Education, Lifelong Learning and Culture Committee 
 

Report on the Scottish Government’s Draft Budget 2010-11 
 
The Committee reports to the Finance Committee as follows— 
 

INTRODUCTION 

1. This report details the Education, Lifelong Learning and Culture Committee’s 
scrutiny of those chapters of the Scottish Government’s Draft Budget 2010-111 
which fall within its remit. 

BACKGROUND 

2. The Draft Budget was published on 17 September 2009. 

3. The Education, Lifelong Learning and Culture Committee considered and 
agreed its approach to the scrutiny of the Draft Budget at its meeting on 
23 September 2009. The Committee agreed to take evidence from the Minister for 
Culture, External Affairs and the Constitution on those aspects of the Draft Budget 
which relate to culture and Gaelic and from the Cabinet Secretary for Education 
and Lifelong Learning on those aspects of the Draft Budget which fall within her 
remit. 

4. Oral evidence was taken at the Committee’s meeting on 28 October 2009, 
when the Committee heard from the following witnesses: 

Michael Russell MSP, Minister for Culture, External Affairs and the 
Constitution; Nikki Brown, Deputy Director, Creative Scotland; David Seers, 
Team Leader, Cultural Excellence Branch; and Douglas Ansdell, Head, 
Gaelic Unit, Scottish Government; and Laura Petrie, Director of Finance, 
Historic Scotland; 

Fiona Hyslop MSP, Cabinet Secretary for Education and Lifelong Learning; 
Colin MacLean, Director of Schools; Andrew Scott, Director of Lifelong 
Learning; Sarah Smith, Director for Children, Young People and Social Care; 
and Chris McCrone, Head, Education and Lifelong Learning Finance Branch, 
Scottish Government. 

                                            
1 Scottish Government. (2009) Draft Budget 2010-11. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/17093831/0 
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GENERAL ISSUES 

Presentation of budget figures 
5. At the outset of both evidence sessions, the Committee asked the Minister 
and Cabinet Secretary for level 4 figures2. These figures are included at Annexe A. 

6. The Committee considers that level 4 figures are necessary when 
committees are considering the Draft Budget. Given the Scottish 
Government’s agreement to provide this information to the Committee, the 
Committee believes that this information should be provided routinely each 
year. The Committee recommends, therefore, that the Finance Committee 
seek an agreement with the Scottish Government whereby level 4 figures are 
provided to subject committees to assist their consideration of future draft 
budgets. 

Supporting economic recovery 
7. The Committee recognises the difficult economic context in which this 
Draft Budget is set. 

8. The Committee notes the Cabinet Secretary’s view – not shared by all 
members of the Committee – that–– 

“… the draft budget for 2010-11 was published against the backdrop of a 
significant squeeze on public spending. The Scottish Government’s 
departmental expenditure limit budget will reduce by 0.9 per cent in real 
terms compared with this year. This is the first real terms cut in the Scottish 
budget since devolution.”3 

9. The Committee agrees with the Scottish Government’s ambition, set 
out in the Draft Budget, that the budget should be focussed on those 
activities which will support economic recovery in Scotland. The Committee 
believes that investment in education and skills is essential to this. 

Scottish Government priorities delivered at local level 
10. The Committee is concerned that its scrutiny of the Draft Budget and 
Scottish Government policy objectives is difficult in situations where policy 
commitments are delivered and funded by local authorities. Services 
delivered by local authorities are funded though a combination of central 
government grant (now provided, under the concordat, in a non-ring-fenced 
block grant through the local government settlement) and funds raised 
directly by local authorities, such as the council tax. The overwhelming bulk 
of spending on education takes place at local authority level but, as this 
spending is allocated through local government budget lines rather than 
education ones, despite its importance to the Committee, its scrutiny is not 
directly a matter for the Education, Lifelong Learning and Culture 
Committee. 

                                            
2 Level 4 budgets are not routinely published in the budget documents and are a more detailed 
sub-division of level 3 budgets. 
3 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2802. 
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11. The Committee recognises that this is a historical issue and that it has 
highlighted this difficulty in previous budget reports. The Committee notes, 
however, that this issue has become more complex as a result of the 
concordat between the Scottish Government and local authorities. 

12. During evidence, the Cabinet Secretary accepted that difficulties had been 
faced by the Committee, arguing that this was a “fundamental question about how 
we assess the effectiveness of the budget, particularly as we are entering a period 
in which we acknowledge that there will be greater pressures and less resource”.4  

13. The Committee recognises the autonomy of local authorities but 
nevertheless highlights this difficulty to the Local Government and 
Communities Committee and Finance Committee and recommends that 
consideration be given to how scrutiny of these policies, and associated 
spend, could be improved. 

Programmes funded from multiple budget lines 
14. The Committee also highlights the difficulties it has found when tracing 
the spend on those policies which are funded from a number of budget lines 
across central government. For example, the Cabinet Secretary stated that the 
More Choices, More Chances programme was a priority for the Scottish 
Government. However, the Committee highlighted that this budget line had been 
cut in real terms by £1.5m. In response to questioning, the Cabinet Secretary 
informed members that a number of budget lines supported delivery of this 
programme and that “if we look at all the portfolio activity in the area, we will find 
that far more attention and resources have been given to the issue”.5 As some of 
these other budget lines fall outwith the Committee’s remit, it is not possible for 
members to scrutinise fully the programme budget.  

15. The Committee believes that more information should be made 
available to allow committees to scrutinise more effectively the budget for, 
and effectiveness of, such programmes. The Committee considers, for 
example, that scrutiny would be assisted by the presentation of information 
in the Draft Budget on a programme by programme basis to fully reflect the 
spending on individual programmes. The Committee recommends that the 
Finance Committee pursue this issue with the Scottish Government. 

Efficiency savings 
16. The Committee considered the issue of efficiency savings with the Minister 
and Cabinet Secretary. Further information on this issue is included in Annexes B, 
C and D. Both the Minister and Cabinet Secretary confirmed that efficiency 
savings would be re-invested in the budget line in which they had been made.  

                                            
4 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2817. 
5 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2830. 
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CULTURE AND GAELIC, HISTORIC SCOTLAND AND NATIONAL ARCHIVES 
OF SCOTLAND BUDGET 

Level 2 figures 

17. Budgets for which the Minister for Culture, External Affairs and the 
Constitution is responsible, including those for culture and Gaelic, are held within 
the Office of the First Minister’s portfolio.  

18. The Draft Budget states that the budget for culture and Gaelic would rise 
from £202.7m in 2009-10 to £207.7m in 2010-11, a cash terms increase of £5m.6 
The documents go on to state that, in real terms, this is an increase of £1.9m to 
£204.6m.7 

19. The Draft Budget also shows that Historic Scotland’s budget would, in cash 
terms, rise from £49.3m in 2009-10 to £49.8m in 2010-11, an increase of £0.5m. In 
real terms, however, the budget would fall to £49.1m, a decrease of £0.2m. The 
budget for the National Archives of Scotland would, in cash terms, rise from 
£10.3m in 2009-10 to £10.5m in 2010-11, an increase of £0.2m. In real terms, 
however, the budget would remain level at £10.3m.  

Level 3 figures 

20. The Draft Budget provides a more detailed breakdown to level 3 of the 
budget figures. Of the five headings within the culture and Gaelic budget, three – 
Creative Scotland, national performing companies and Gaelic – are given a budget 
increase and two – cultural collections and other arts – have their budgets 
reduced. 

21. When the Minister gave evidence to the Committee, he stated his view that, 
as a result of the reduction in the Scottish budget, he has–– 

“… reluctantly reduced the scope to introduce new spending on support for 
innovative cultural initiatives. Instead, I have concentrated the available funds 
on two priority areas—Creative Scotland and Gaelic.”8 

                                            
6 Scottish Government. (2009) Draft Budget 2010-11, table 1.01, page 17. Scottish Government. 
Available at: http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
7 Scottish Government. (2009) Draft Budget 2010-11, table 1.02, page 18. Scottish Government. 
Available at: http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
8 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2783. 
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22. SPICe has provided a table which sets out the level 3 figures in cash and real 
terms for the culture and Gaelic budget: 

 Annual Change 
£m 

Annual Change %

2009-10 2010-11 2010-11 2010-11 2010-11 2010-11 2010-11 
Budget Draft 

Budget 
Draft 
Budget 

Draft 
Budget 

Draft 
Budget 

Draft 
Budget 

Draft 
Budget 

 

£m Cash 
£m 

Real 
£m 

Cash Real Cash Real 

Creative 
Scotland 

55.1 57.5 56.7 2.4 1.6 4.4% 2.8%

Cultural 
Collections 

98.9 99.7 98.2 0.8 -0.7 0.8% -0.7%

National 
Performing 
Companies 

24.7 26.0 25.6 1.3 0.9 5.3% 3.7%

Gaelic 19.2 21.7 21.4 2.5 2.2 13.0% 11.4%
Other Arts 4.8 2.8 2.8 -2.0 -2.0 -41.7% -42.5%
Total 202.7 207.7 204.6 5.0 1.9 2.5% 1.0%

 
Creative Scotland 
23. The Draft Budget states that one of the priorities for the First Minister’s 
portfolio for 2010-11 is “supporting the establishment of Creative Scotland and 
ensuring the ongoing success of the diverse range of Scotland’s cultural and 
creative bodies, including the national collections and national performing 
companies, and the continued growth of our creative industries.”9 

24. The Draft Budget goes on to state that the Scottish Government will focus on 
“establishing Creative Scotland as a Statutory Non Departmental Public Body 
(NDPB) to support, develop and promote the widest range of art, culture and 
creativity, embracing all the creative industries, to help secure the full social and 
economic value and benefits for Scotland.”10 

25. The Public Services Reform (Scotland) Bill is currently being considered by 
the Parliament. The Bill proposes the merger of Scottish Screen and the Scottish 
Arts Council to establish Creative Scotland. 

26. Creative Scotland’s budget is due to increase by £2.4m, from £55.1m in 
2009-10 to £57.5m in 2010-11. This equates to a real terms increase of £1.6m. 

27. When giving evidence, the Minister was asked to explain the differences in 
Creative Scotland’s budget between the figure of £57.5m set out in the Draft 
Budget and £35.5m in the Bill’s financial memorandum. 

                                            
9 Scottish Government. (2009) Draft Budget 2010-11, page 17. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
10 Scottish Government. (2009) Draft Budget 2010-11, page 20, Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
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28. The Minister explained that the £35.5m represents the core grants currently 
made to Scottish Screen and the Scottish Arts Council. The remaining amount 
detailed in the Draft Budget is made up of discretionary spending from other 
budgets.11  

29. The Minister was also asked to clarify the budget headings from which the 
transitional costs to establish Creative Scotland would be met. The Minister stated 
that they would be met from the new government priorities level 4 heading. He 
also clarified that these costs had been included within the £57.5m.12 

30. The Committee notes the budget for Creative Scotland of £57.5m. 

Cultural collections 
31. The cultural collections budget covers the National Galleries of Scotland, 
National Museums Scotland, National Library of Scotland and Royal Commission 
on the Ancient and Historical Monuments of Scotland (RCAHMS). 

32. The Draft Budget states that one of the priorities for the First Minister’s 
portfolio for 2010-11 is, “providing improved access to the National Collections and 
increased tourism potential through funding commitments to the Royal Museum 
Masterplan project and the Scottish National Portrait Gallery project.”13 

33. The budget for the national collections is due to increase from £98.9m in 
2009-10 to £99.7m in 2010-11. This is an increase in cash terms of £0.8m but, in 
real terms, a decrease of £0.7m. It includes a budget transfer of £1.5m from the 
other arts budget. 

34. During evidence, the Minister explained how the budget is divided between 
the different institutions— 

“The overall resource is split between the national collections on the basis of 
their different running costs, capital charges, purchase grants and other 
capital costs. The largest element for the national collections is running costs. 
The split for that depends on the relative sizes of the organisations.”14 

35. The Committee asked for further information regarding the budget transfer of 
£1.5m from the other arts budget. The Minister clarified that the transfer was 
repaying the £1.5m which had been transferred from the cultural collections 
budget in 2009-10 to fund Gaelic broadcasting.15 

36. The Committee also asked for an update on the RCAHMS capital project for 
a central store. The Minister stated that RCAHMS has been given a budget to 
                                            
11 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2784. 
12 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2785. 
13 Scottish Government. (2009) Draft Budget 2010-11, page 17. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
14 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2786. 
15 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2786. 
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secure an interim solution for this year but that no proposal for such a facility 
would come forward during 2010-11. This was because the Minister had decided 
that the— 

“… only possible solution to storage problems is a collaborative effort, not an 
individual effort. I do not think that it is possible or wise to provide an 
individual storage solution for each part of the portfolio.”16 

37. In addition, the Minister undertook to provide further written information 
relating to the reduction of RCAHMS’ budget. This information has subsequently 
been received and is set out in Annexe B. 

38. The Committee notes that the budget for cultural collections has 
reduced by £0.7m in real terms.  

National performing companies 
39. This budget includes the five national performing companies of the Royal 
Scottish National Orchestra, National Theatre of Scotland, Scottish Chamber 
Orchestra, Scottish Ballet and Scottish Opera. 

40. As set out in paragraph 23, the Scottish Government has stated that one of 
the priorities for the First Minister’s portfolio for 2010-11 is “ensuring the ongoing 
success of the diverse range of Scotland’s cultural and creative bodies, including 
the national collections and national performing companies”. 

41. The Draft Budget provides that the budget for the national performing 
companies would increase from £24.7m in 2009-10 to £26m in 2010-11, an 
increase of £1.3m in cash terms and £0.9m in real terms. The Draft Budget also 
highlights that £1m capital has been transferred from this budget to the Gaelic 
budget for 2010-11. 

42. When asked about the £1m capital budget transfer to the Gaelic budget, the 
Minister stated that this was made in order to fund expenditure on Gaelic 
education and because the national performing companies’ budget had spare 
capacity that made such a transfer possible. The Minister stated that— 

“In reviewing the budget for 2010-11, we realised that the spending review 
that had anticipated certain capital demand for that year had overanticipated 
the demand, and it was not likely that the capital budget would be used in full 
in 2010-11 by the national companies. … We are absolutely aware of the 
clear demand for capital works for Gaelic education. … It seemed sensible to 
move an overprovision in one budget to another budget where we required 
the money, and that is precisely what we have done. We have retained £1 
million in the national performing companies budget to enable us to respond 
to projects over the next year to 18 months, but £2 million would have been 
too much in that budget and there was a need elsewhere.”17 

                                            
16 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2799. 
17 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2789. 
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43. He added that the budget transfer would not automatically be repaid to that 
budget line in future financial years, but that the Scottish Government would “judge 
things on their merit” when considering any future proposals for capital 
expenditure put forward by the national performing companies.18 

44. The Minister was also asked about the efficiency savings that the national 
performing companies had been asked to make and the Minister undertook to 
provide this information in writing. This information has subsequently been 
received and is set out in Annexe B. The Minister stated the Scottish 
Government’s intention was to bring an annual report on the national performing 
companies to the Parliament soon and also to institute an opportunity for the 
Parliament to debate the national companies.19 

45. The Committee notes that the budget for the national performing 
companies has increased by £0.9m in real terms.  

Gaelic 
46. The Draft Budget states that a priority for the Scottish Government is to 
ensure “that funding for Gaelic is used effectively to create a secure future for the 
language”.20 

47. The document goes on to state that the Scottish Government would focus 
resources on— 

“… making further progress with Gaelic education in Scotland, the projects 
and priorities in the National plan for Gaelic and with Gaelic Language Plans. 
We will also ensure progress with the promotion of Gaelic in the arts, in 
literature and in Scottish public life generally and contribute to equalities 
agenda through the Gaelic budget’s significant potential for providing 
services to a community in Scotland that had formerly not had access to 
services in Gaelic.”21 

48. In line with this prioritisation, this budget has secured the largest increase 
within the portfolio, from £19.2m in 2009-10 to £21.7m in 2010-11, a rise of £2.5m 
in cash terms and £2.2m in real terms. This budget includes the £1m capital 
transfer from the national performing companies’ budget. 

49. In addition, the Scottish Government makes ring-fenced grants to local 
authorities for Gaelic education and other projects.  Grants totalling £4.4m have 
been available for both 2009-10 and 2010-11. In 2009-10, 23 local authorities 
applied for this funding.22 

                                            
18 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2789. 
19 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2790. 
20 Scottish Government. (2009) Draft Budget 2010-11, page 17. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
21 Scottish Government. (2009) Draft Budget 2010-11, page 20. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
22 Scottish Government. Local Government Finance Settlement 2009-10. Available at: 
http://www.scotland.gov.uk/Topics/Government/local-government/17999/circular5 
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50. The Committee explored with the Minister how the Scottish Government 
intends to “create a secure future for the language”. The Minister highlighted the 
priority to foster a new generation of speakers and explained that Bòrd na Gàidhlig 
is focusing its activity on this objective— 

“We need a sense of urgency about creating a new generation of speakers, 
and to set ourselves a target of increasing that number. … We need to focus 
the activity of Bòrd na Gàidhlig on actions that will increase the number of 
Gaelic speakers.”23 

51. The Committee also asked about the Scottish Government’s ring-fenced 
grants to local authorities. The Minister explained that funding was allocated based 
on local authority applications and indicated that 21 local authorities had applied 
for Gaelic-specific grants in 2010-11.24  

52. The Committee notes that the Gaelic budget has been given the largest 
increase within the Gaelic and Culture budget chapter, in line with the 
Scottish Government’s priority to widen the use of the language.  

Other Arts 
53. The Draft Budget does not explain what this budget heading covers but 
indicates a decrease from £4.8m in 2009-10 to £2.8m in 2010-11, a decrease of 
£2m in cash terms. This figure includes a transfer of £1.5m to the cultural 
collections budget. 

54. The Minister explained that the other arts budget “is money that allows us to 
undertake a range of activities that we would not otherwise undertake”25 and 
outlined a number of projects which had been awarded funding from this other arts 
budget, including £700,000 to the Bookstart project and £120,000 to the Scottish 
Mining Museum.26 

55. He went on to detail the implications of the budget reduction–– 

“Essentially, the reduction will take away a substantial degree of our flexibility 
in being able to respond to demand and need. Requests and requirements 
for additional resource always come in for a variety of projects, but we will 
just not be able to respond to those as we did previously.”27 

56. The Committee notes the reduced budget for other arts and possible 
implications for the Scottish Government’s flexibility in relation to funding 
projects in the future. The Committee also notes that the reduced budget is 
partly due to a budget transfer to cultural collections of £1.5m.  
                                            
23 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2791. 
24 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2793. 
25 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2787. 
26 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2794. 
27 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2794. 
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Historic Scotland 
57. As set out in paragraph 19, Historic Scotland’s budget is set to decrease by 
£0.2m in real terms.28 

58. The Minister recognised the difficulties the budget reduction would pose for 
Historic Scotland but stated that the organisation had been very successful in 
2009-10 in increasing revenue from visitors and that this would help mitigate the 
decrease in the budget— 

“… a silver lining is that Historic Scotland has been remarkably successful 
this year in increasing money from visitors and in raising its income generally 
from its activities. … I think that the management of the organisation is such 
that the effect of the £0.5 million cut can be substantially mitigated by that 
success. That increase in income has also allowed the organisation to fund 
one or two initiatives that it might not otherwise have been able to fund.”29 

59. The Minister was also confident and positive about the opportunity presented 
by the current economic circumstances to develop collaborative working with other 
agencies, such as the National Trust for Scotland.30 

60. The Committee notes that Historic Scotland’s budget has been cut by 
£0.2m in real terms. The Committee, however, is encouraged by the 
organisation’s success in raising its visitor revenue. 

EDUCATION AND LIFELONG LEARNING BUDGET 

Level 2 figures 

61. The Draft Budget states that the budget for Education and Lifelong Learning 
would rise from £2,781.5m for 2009-10 to £2,851.9m for 2010-11, an increase of 
£70.4m.31 The documents go on to state that, in real terms, this is an increase of 
£28.2m, to £2,809.7m.32 

Level 3 figures 

62. Although the Draft Budget provides level 3 figures, this section of the report is 
structured in relation to the level 2 headings.   

Schools 
63. This budget covers the national elements of policy and related workforce 
development needs, HMIE inspections and activities of some other public bodies. 

                                            
28 Scottish Government. (2009) Draft Budget 2010-11, page 22, table 1.06. Scottish Government. 
Available at: http://www.scotland.gov.uk/Publications/2009/09/17093831/0.  
29 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2795. 
30 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2794. 
31 Scottish Government. (2009) Draft Budget 2010-11, page 78, table 4.01. Scottish Government. 
Available at: http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
32 Scottish Government. (2009) Draft Budget 2010-11, page 79, table 4.02. Scottish Government. 
Available at: http://www.scotland.gov.uk/Publications/2009/09/17093831/0.  
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64. The Scottish Government states that the budget would specifically be used to 
support and develop the national elements of Curriculum for Excellence, maintain 
and develop a skilled, supported and flexible teaching profession and support 
staff, and maintain the school estate.33 

65. The schools budget has fallen from £135.6m to £132.9m, a fall of £2.7m in 
cash terms and to £130.9m, a fall of £4.7m in real terms. This figure includes a 
£10m capital investment in school estates and a £0.147m transfer from the 
enterprise and employability of young people budget for Post School 
Psychological Services graduate training places. 

66. Within the schools budget, the level 3 figures show a £9.7m cash terms, or a 
£10m real terms, decrease in the teachers budget line and a £5.3m cash terms, or 
a £5m real terms, increase in the schools line. 

67. The Committee raised its concerns over the budget cut in the teachers 
budget with the Cabinet Secretary. She stated that the budget, and accordingly the 
number of teacher training courses, had been reduced for 2010-11 because local 
authorities were not replacing retiring teachers at the expected rate. She went on 
to explain that— 

“… we think that it is unacceptable to continue recruiting students for initial 
teacher training at the same rate as we had planned, given the number of 
teachers who are still trying to find employment.”34 

68. The Cabinet Secretary emphasised that the budget reduction would be 
focused on the numbers of initial training students, not on the budget for the 
continuous professional development (CPD) of existing staff. The Cabinet 
Secretary stressed the importance of CPD to “ensure that we still have an uplift if 
teacher retirement numbers in the future are what we expect them to be”. She 
went on to state that–– 

“I do not think that CPD has been as big a part of initial teacher training as it 
should have been, and my decision this year should give the committee 
some comfort that I believe that CPD should be given more attention than it 
has had to date.”35 

69. The Committee also pursued the issue of how the Scottish Government 
forecasts the number of available teaching posts, on the basis that an accurate 
forecasting system would help avoid the over-supply of teachers. The Cabinet 
Secretary outlined the process36 and indicated that some improvements had been 
made to ensure there was more effective communication with local authorities.37 
                                            
33 Scottish Government. (2009) Draft Budget 2010-11, page 81. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
34 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2805. 
35 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2806. 
36 The Cabinet Secretary undertook to provide further information on this matter and this is 
attached at Annexe B.  
37 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2807. 
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The Cabinet Secretary agreed to provide in writing further information on how 
teacher numbers were forecast and this information is set out in Annexe C. 

70. The Cabinet Secretary went on to state that directors of education had been 
asked to seek more accurate information relating to teachers’ retirement plans.38 
The Cabinet Secretary also explained that the issue was exacerbated by the fact 
that the majority of teachers seeking employment were based in the central belt; 
three of the four local authorities that are responsible for 54% of the reduction in 
teaching posts are North Lanarkshire, Renfrewshire and Glasgow City councils.39 

71. The Committee notes the reduction in the teachers line in the schools 
budget.  

Children, young people and social care 
72. This budget largely supports workforce development in the social care sector 
and sponsorship of the Scottish Children’s Reporter Administration (SCRA) and 
Scottish Social Services Council. 

73. The Draft Budget states that the budget would be used specifically to meet 
the priorities of delivering a long term early years strategy, implement the 
Protection of Vulnerable Groups (Scotland) Act, develop community planning 
partnerships, and fund the work of the Social Work Inspection Agency and 
education analytical services. 

74. The children, young people and social care budget has fallen from £106.2m 
in 2009-10 to, in 2010-11, £103.8m in cash terms, a decrease of £2.4m.  In real 
terms, this is a decrease of £3.9m to £102.3m. This figure includes a £0.9m 
transfer from the third sector budget to Disclosure Scotland. 

75. The Committee discussed with the Cabinet Secretary the most significant 
reduction in this budget, in the workforce and capacity budget line.  The budget 
has been reduced, in cash terms, by £2.5m from £63.5m to £61m or, in real terms, 
by £3.4m to £60.1m. The Cabinet Secretary stated that the reduction had always 
been intended in the third year of the spending review period, following the fall in 
capital spending for SCRA and the Getting it Right for Every Child (GIRFEC) 
programme, which is moving into delivery stage where responsibility largely falls at 
local level. Scottish Government officials confirmed that the reduced SCRA capital 
spend of £2.9m accounted for most of the decrease. The Cabinet Secretary 
explained that— 

“Much of that [budget reduction] was anticipated. There are also resource 
and capital lines together, which has an impact. The change was always 
intended to fall in year 3 of the spending review primarily because of the 
refurbishment of the Scottish Children's Reporter Administration's property 
portfolio nearing completion. In addition, the getting it right for every child 
agenda, which I know the Committee has taken a keen interest in, has 
moved from the development phase to the implementation phase. It is clear 

                                            
38 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2810. 
39 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2808. 
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that the delivery of getting it right for every child comes, by and large, within 
local authorities' budgets for children and social work, so national spend on it 
has been limited.”40 

76. The Committee also raised the £0.9m reduction in the safer children, 
stronger families budget heading and £0.9m increase in the Disclosure Scotland 
budget heading. The Cabinet Secretary stated that the budget changes were not 
linked: the reduction was again due to GIRFEC moving to delivery stage while the 
increase in funding for Disclosure Scotland reflected the transfer of funding from 
another budget.41 

77. The Cabinet Secretary assured the Committee that children’s services 
remained a priority for the Scottish Government. For example, in relation to 
GIRFEC, she stated that “we are starting to see some of the very good impacts 
and effects of the early intervention strategy”.42 As set out in paragraphs 10-13, 
however, the Committee is concerned about the difficulty of tracing spending on 
some programmes which are funded by central government but delivered at local 
level. The Committee believes that, without this information, it is not possible for 
parliamentary committees to scrutinise a government effectively on its priorities 
and achievements. 

78. The Committee notes the £3.9m reduction in the children, young people 
and social care budget.   

79. The Committee is, however, very concerned that it cannot compare the 
Cabinet Secretary’s explanation that the budget reduction in the workforce 
and capacity budget reflects the transfer of responsibilities to local 
authorities, rather than a budget cut, as this level of information is not 
presented in the Draft Budget. The Committee refers the Finance Committee 
to its earlier conclusions and recommendation regarding this issue. 

Student Awards Agency for Scotland (SAAS) 
80. The SAAS budget assists the organisation to provide financial support and 
advice to Scottish students at higher education institutions and to EU students 
studying in Scotland. It also administers the Individual Learning Account scheme 
with Skills Development Scotland (SDS).43 

81. The budget for 2010-11 has increased from £512.7m to £568.4m in cash 
terms, a £55.7m increase, or £560m in real terms, a £47.3m increase. This 
includes a £40.3m technical transfer, relating to tuition fees, between the Scottish 
Further and Higher Education Funding Council (SFHEFC) and SAAS and an 

                                            
40 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2811. 
41 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2812. 
42 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2813. 
43 Scottish Government. (2009) Draft Budget 2010-11, page 84. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
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increase of £10.3m in the Annually Managed Expenditure (AME) Loans net new 
lending figure.44 The Draft Budget describes the £40.3m transfer as—  

“… reflecting the fourth year of a technical adjustment between SFHEFC and 
SAAS. These monies are paid to universities in the form of tuition fees.”45 

82. During evidence, the Cabinet Secretary stated that the £40.3m transfer 
reflected the change in the way universities were funded. A Scottish Government 
official went on to confirm that the money had previously been held in the budget 
for SFHEFC and transferred to the SAAS budget mid-year but had now been 
permanently moved to the SAAS budget.46 

83. The Committee asked the Cabinet Secretary where the £30m announced in 
the spending review for student support in 2010-11 appeared in the budget 
figures. The Scottish Government has recently published its response to the 
Smarter Scotland consultation, which sought views on allocating the funding. The 
Cabinet Secretary stated that the £30m was included in the £40.3m transfer.47 
Officials indicated that the £30m appeared as £24m in the Draft Budget because 
the sum related to a partial academic year from October 2010.48 

84. The Committee pursued this in writing with the Cabinet Secretary after the 
meeting.  The Cabinet Secretary confirmed that both the additional £30m for 
student support and the £40.3m fee transfer are contained in the fees, grants and 
bursaries budget line, minus the £6m of the £30m which relates to the next 
academic year and £11.3m from planned reductions in expenditure from freezing 
the level of student support. The Cabinet Secretary referred to this reduction when 
she gave evidence, stating, “we should make you aware that we, like the UK 
Government, have put a freeze on some of what would normally be an uprating of 
the grants and bursaries that are provided”.49 

85. The Committee also asked the Scottish Government about the budget for 
bursaries in the light of the current economic circumstances. The Cabinet 
Secretary stated that the budget had been given an above inflation increase and 
that she had been assured by SFHEFC that it was monitoring the number of 
applications.  

86. The Committee notes that the majority of the £47.3m increase to the 
Student Awards Agency for Scotland budget increase is due to a technical 
budget transfer and an additional £30m for student support.  

                                            
44 Scottish Government. (2009) Draft Budget 2010-11, page 85. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
45 Scottish Government. (2009) Draft Budget 2010-11, page 80. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
46 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2821. 
47 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2820. 
48 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2821. 
49 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2822. 
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Scottish Further and Higher Education Funding Council 
87. The Draft Budget outlines that the SFHEFC budget funds “strategic 
investment in Scotland’s 43 colleges and 20 higher education institutions”.50 

88. The budget has increased from £1,750.1m in 2009-10 to, in cash terms, 
£1,777.2m in 2010-11, an increase of £27.1m.  In real terms, the budget has 
increased to £1,750.9m, an increase of £0.8m. The Draft Budget states that, as a 
result of the accelerated capital spending earlier in the spending review period, the 
capital line for higher education is reduced by £12m and for further education by 
£8.5m.51 As highlighted in paragraph 81, £40.3m has been transferred to SAAS for 
tuition fees. The budget has increased from a £5m transfer from the other lifelong 
learning budget for the Scottish Institute for Cell Signalling and £8.4m from the 
2009 UK budget has been allocated to the further education resource budget.52  

89. The Committee discussed the importance of adequate long term finance for 
universities to ensure that institutions would be able to maintain the highest level 
of tuition standards whilst remaining able to meet their costs, especially pension 
payments. The Cabinet Secretary referred to the Scottish Government’s payment 
of £20m in 2007 to help meet pension costs.53 The Cabinet Secretary also sought 
to assure the Committee that the Scottish Government recognised the importance 
of universities as part of its economic recovery plan and particularly emphasised 
the Scottish Government’s support for increasing student numbers studying STEM 
(science, technology, engineering and mathematics).54 

90. The Committee remained unsure, however, about what accounted for the 
budget increase of £0.8m, given the £40.3m transfer to the SAAS budget. The 
Committee sought information from the Cabinet Secretary, who clarified that, for 
the purposes of comparison with 2009-10, a figure of £1,032m should be used.  
This includes the £991.7m detailed in the current funding for higher education 
institutions in the SFHEFC budget and the £40.3m transfer. 

91. The Committee notes the real terms increase of £0.8m to the Scottish 
Further and Higher Education Funding Council budget.  

Other lifelong learning 
92. The Draft Budget states that this budget line includes Education Maintenance 
Allowances (EMAs); Skills Development Scotland (SDS) and ScotAction, the 
integrated skills package to help individuals and businesses through the recession. 

93. The budget has been reduced from £276.9m in 2009-10 to £269.6m in 2010-
11 in cash terms or £265.6m in real terms. This is a cash terms decrease of £7.3m 
or a real terms decrease of £11.3m. This includes a £3m transfer from EMAs to 
                                            
50 Scottish Government. (2009) Draft Budget 2010-11, page 85. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
51 Scottish Government. (2009) Draft Budget 2010-11, page 85. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
52 Scottish Government. (2009) Draft Budget 2010-11, page 86. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/17093831/0. 
53 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2825 and confirmed in supplementary written evidence at Annexe C. 
54 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2824. 



Finance Committee – 7th Report, 2009 (Session 3) – Annexe E 
 

66 

support Activity and Learning Agreement pilots, a £16m increase to SDS’ budget 
for modern apprenticeships and the £5m transfer to SFHEFC. 

94. The Committee discussed with the Cabinet Secretary the budget for SDS, 
which has fallen from £204.1m in 2009-10 to £198.2m in 2010-11. This equates to 
a cash terms decrease of £5.9m or a real terms decrease of £8.8m. The Cabinet 
Secretary stated that it had always been expected that the budget for SDS would 
reduce, partly due to £6m to be found through efficiency savings anticipated when 
the elements of Scottish Enterprise and Highlands and Islands Enterprise merged 
to create SDS in 200855, but assured members that–– 

“The efficiency savings will not be made in front-line services and will not 
affect the commitment to create an extra 7,800 modern apprenticeships – 
indeed, the £16 million is committed to supporting that. … The reduction in 
the SDS budget line reflects purely and simply the expected realisation of 
reductions in staffing levels, administration costs and so on. The training 
budget lines, whether in this year’s budget or in next year’s budget, have not 
been affected. There will be a reduction, but that was always expected. The 
£16m is secure this year and next year.”56 

95. The Committee sought further information relating to this issue. Members 
queried why the SDS’ budget does not increase overall, taking into account the 
£6m reduction through efficiency savings anticipated when SDS was created and 
£16m increase for modern apprenticeships. The Cabinet Secretary confirmed that 
the £16m for modern apprenticeships has been included in both the 2009-10 
budget figure of £204.1m and the 2010-11 budget figure of £198.2m. The Cabinet 
Secretary confirmed that the budget decrease would be achieved through the 
anticipated efficiency savings made from the merger of elements of Scottish 
Enterprise and Highlands and Islands Enterprise to create SDS in 2008. 

96. The Committee expressed concern relating to changes to the provision of 
careers advice services. The Cabinet Secretary spoke of the opportunity to rethink 
the role of careers advisers, arguing that “it is right that thinking about careers is 
refreshed and made far more relevant to the world that we live in”.57  

97. The Cabinet Secretary also highlighted that much careers advice was given 
through the More Choices, More Chances programme, although this budget was 
funded through a number of budget lines. The Committee has already highlighted, 
in paragraph 14, this programme as an example of the difficulties it has faced in 
scrutinising some Scottish Government initiatives. 

98. The Committee also asked about the budget for ScotAction. The Cabinet 
Secretary stated that funding for this programme was also provided through 
various budget lines. The Cabinet Secretary stated that further information on 
ScotAction would be provided in a statement to the Parliament in due course.  
                                            
55 The Committee notes that the efficiency savings made through the creation of SDS in 2008 are 
different from the types of efficiency savings referred to in paragraph 16. 
56 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2827. 
57 Scottish Parliament Education, Lifelong Learning and Culture Committee. Official Report, 28 
October 2009, Col 2829. 



Finance Committee – 7th Report, 2009 (Session 3) – Annexe E 
 

67 

99. The Committee notes the £11.3m decrease in the other lifelong learning 
budget. The Committee also notes the Cabinet Secretary’s statement that 
spending on programmes intended to promote re-skilling and lifelong 
learning is funded from a variety of budget streams. 

100. The Committee has already stated its support for the Scottish 
Government’s commitment to prioritise funding on those activities which 
will boost economic recovery and believes that lifelong learning is an 
essential element in this process. Members remain concerned, however, that 
it is not possible to trace Scottish Government spending on these 
programmes through the budget documents and, therefore, the Committee 
feels it is unable to scrutinise spending on this objective effectively.  

101. The Committee has already set out its concerns in relation to the 
presentation of budgets where these are funded from a number of budget 
streams. The Committee highlights this as a further example of that difficulty 
and recommends that the Finance Committee pursue the Scottish 
Government’s spending towards boosting economic recovery with the 
Cabinet Secretary for Finance and Sustainable Growth.  
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EXTRACTS FROM MINUTES OF THE EDUCATION, LIFELONG LEARNING AND CULTURE 
COMMITTEE 

 
24th Meeting, 2009 (Session 3), Wednesday 16 September 2009 

 
Decision on taking business in private: The Committee agreed to consider its approach to 
scrutiny of the draft budget 2010-11 in private at its next meeting. 
 

25th Meeting, 2009 (Session 3), Wednesday 23 September 2009 
 
Draft Budget Scrutiny 2010-11 (in private): The Committee considered and agreed its approach 
to the scrutiny of the Scottish Government's Draft Budget 2010-11. 

 
28th Meeting, 2009 (Session 3), Wednesday 28 October 2009 

 
1. Decision on taking business in private: The Committee agreed to take item 3 at this 

meeting […] and its consideration of a draft report on the Scottish Government's Draft 
Budget 2010-11 at future meetings in private. 

 
2. Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish 

Government's Draft Budget 2010-11 from— 
Michael Russell MSP, Minister for Culture, External Affairs and the Constitution, Nikki 
Brown, Deputy Director, Creative Scotland, David Seers, Team Leader, Cultural 
Excellence Branch, and Douglas Ansdell, Head, Gaelic Unit, Scottish Government; 
Laura Petrie, Director of Finance, Historic Scotland; 

 and then from— 
Fiona Hyslop MSP, Cabinet Secretary for Education and Lifelong Learning, Colin 
MacLean, Director of Schools, Andrew Scott, Director of Lifelong Learning, Sarah 
Smith, Director for Children, Young People and Social Care, and Chris McCrone, 
Head, Education and Lifelong Learning Finance Branch, Scottish Government. 
 

3. Draft Budget Scrutiny 2010-11: The Committee considered issues arising from its scrutiny 
of the Scottish Government's Draft Budget 2010-11. 

 
29th Meeting, 2009 (Session 3), Wednesday 4 November 2009 

 
Draft Budget Scrutiny 2010-11 (in private): The Committee considered a draft report to the 
Finance Committee on the Scottish Government's Draft Budget 2010-11. Various changes were 
agreed to, and the Committee agreed to consider a revised draft, in private, at its next meeting. 

 
30th Meeting, 2009 (Session 3), Wednesday 11 November 2009 

 
Draft Budget Scrutiny 2010-11 (in private): The Committee considered a draft report to the 
Finance Committee on the Scottish Government's Draft Budget 2010-11. Subject to a number of 
minor changes, the report was agreed to. 
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Equal Opportunities Committee 
 

Report on Scottish Government's Draft Budget 2010-2011 
 
The Committee reports to the Parliament as follows— 
 

INTRODUCTION 

1. At its meeting on 17 June 2009, the Equal Opportunities Committee decided 
to focus its scrutiny of the Scottish Government’s 2010-11 Draft Budget primarily 
on the issue of equal pay in the NHS in Scotland. This issue is considered in 
section one of this report. 

2.    The Committee’s focus on equal pay in the NHS follows on from its scrutiny 
of the Scottish Government’s 2009-10 draft budget, when it focused on equal pay 
in local government. 

3. The Committee also agreed to continue its scrutiny of the Scottish 
Government’s commitment to mainstreaming equality in the budget development 
and presentation process. This issue is considered in section two of this report. 

Evidence taking 

4. Members held a roundtable discussion on equal pay in the NHS on 22 
September, which involved the following participants: Fiona Kordiak, Director, 
Audit Services, Health and Central Government, Audit Scotland; Emma Ritch, 
Project Manager, Close the Gap; Euan Page, Parliamentary and Government 
Affairs Manager, Equality and Human Rights Commission; Craig Marriott, Director 
of Finance, NHS Dumfries and Galloway; Ian Reid, Director of Human Resources, 
NHS Greater Glasgow and Clyde; Lynn McDowall, Professional Officer, Royal 
College of Nursing; and Glyn Hawker, Head of Bargaining and Equality, Unison. 

5. The Committee then took oral evidence on equal pay from Nicola Sturgeon 
MSP, Cabinet Secretary for Health and Wellbeing, on 6 October. 

6. As part of its broader scrutiny of the budget development and presentation 
process, the Committee took evidence from the restructured Equality and the 
Budget Advisory Group (EBAG) on 8 September and from Alex Neil MSP, Minister 
for Housing and Communities, on 22 September and 27 October. 
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7. The Committee would like to thank all those who provided oral and written 
evidence. 

 

SECTION 1: EQUAL PAY IN THE NHS - SUMMARY OF FINDINGS 

Background on equal pay 

8. To date, almost 12,600 equal pay claims have been lodged against NHS 
employers – that is, individual NHS boards – in Scotland.  At present, NHS 
employers have not admitted liability for these cases and have not made a 
financial allocation in their budgets in respect of this potential liability. 

9. Agenda for Change (AFC) is the single pay system that has been in 
operation in the NHS since October 2004.  The origin of AFC is as a pay and 
reform package that set out to ensure that people who work in the NHS are paid 
on the basis of equal pay for work of equal value. This package applies to all 
directly employed NHS staff, except the most senior managers and those covered 
by the Doctors' and Dentists' Pay Review Body. 

10. The results of the Hartley versus Northumbria Healthcare NHS Foundation 
case in October 2008 and evidence provided to the Committee, suggest that AFC 
is an equality-proofed pay system with an inbuilt review system. The findings of 
this case suggest that any liability for unequal pay ceased when workers 
assimilated to AFC in 2004.  It is, therefore, anticipated that equal pay claims 
relating to AFC may well be withdrawn.   

11. The Committee notes the lack of progress in settling, or in establishing the 
merit of, outstanding equal pay claims relating to the Whitley Council era1.  
Despite the Committee’s evidence sessions, it has not been possible to establish 
the number of pay claims overall that relate to this pre-AFC period, although the 
Committee is aware that 9,000 of these cases are on Unison’s books. The 
Committee has received an update from Unison that suggests that it is hopeful 
that examination of test cases will commence in 2010.   

12. The Scottish Government’s 2010-11 Draft Budget and its Equality Statement 
(which was published alongside the Draft Budget) do not contain specific 
information about the allocation of budgetary resources for settling the potential 
liability relating to these cases. According to evidence provided by NHS boards 
and by the Cabinet Secretary, liability has not yet been established and it is, 
therefore, their contention that it does not make sense for financial resources to be 
assigned in the Draft Budget. 

13. This lack of precise information underlines the need for transparency in the 
budget development process and in respect of the presentation of budget 
documents, including in the Equality Statement. 

                                            
1 The Whitley Council pay system was the pay system in operation in the NHS before Agenda for 
Change was introduced. 
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14. There are legal matters that are relevant to the equal pay issue but that fall 
outside the scope of the Committee’s scrutiny of the budget documentation. They 
relate to the question of comparators for claimants and to the single source issue 
i.e. whether the NHS could be considered as an employer for the purposes of the 
equal pay cases. At present, individual NHS boards are employers and claimants 
would have to find a comparator from within their own board. If the NHS were 
considered as a single employer comparators could be sought from across the 
wider NHS. 

15. Various issues were raised during the Committee’s roundtable on equal pay 
that prompted questions for the Cabinet Secretary, in respect of legal matters 
relating to equal pay; with regard to compliance with the requirements of the 
Gender Equality Duty in respect of procurement; and, crucially, in relation to 
expenditure and financial reporting matters for NHS boards and for the Scottish 
Government. 

16. The Cabinet Secretary provided assurances that equal pay reviews were not 
being discouraged in NHS boards.  She also outlined her direction to the NHS in 
respect of the contracting out of some NHS services. The Committee asked 
whether an equality impact assessment had been undertaken in respect of the 
contracting out policy of NHS boards. While acknowledging that an assessment 
was unlikely to have been undertaken, the Cabinet Secretary clarified her 
approach in evidence on 6 October— 

“the committee will know that I am not a big fan of contracting out NHS services. 
Indeed, I have made it clear that that will not happen in future for cleaning and 
catering services … Of course, that does not mean that we do not have 
contracted-out services at present, although I hope that, in time, some of them will 
come back into the NHS. 

The committee will be aware … of the 2007 agreement that was put in place to try 
to ensure that staff who work for companies that deliver services on a contracted-
out basis are paid no less than agenda for change rates. That is an important 
agreement, but for the future it is more important that NHS services are delivered 
by NHS staff.”2 

NHS Expenditure and Financial Reporting 

17. In its written submission, Audit Scotland said that its NHS overview reports 
for 2006-07 (December 2007) and 2007-08 (December 2008) highlighted auditors’ 
concerns over the existence of a significant number of equal pay claims raised in 
Scotland against NHS bodies. In particular, Audit Scotland expressed concern that 
no reliable estimate of any potential liability had been quantified. 

18. The Scottish Government’s position is that it is not possible to analyse the 
claims in a meaningful way at the moment. It made this point to Audit Scotland 
with regard to NHS boards’ accounts for 2008-20093. 

                                            
2 Scottish Parliament Equal Opportunities Committee. Official Report, 6 October 2009, Col 1290. 
3 Health Workforce Directorate of the Scottish Government written submission p.5. 
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19. The Cabinet Secretary reinforced this approach in her evidence of 6 
October— 

“At this stage, we do not know whether any of the 12,600 claims can be 
substantiated. I fully understand the committee's frustration at the apparent 
lack of progress in dealing with these claims since 2005; however, despite 
significant developments such as the Hartley ruling, the claims have not 
progressed beyond case management discussions and claimants have not 
yet provided the evidence that is required in order to determine whether 
their claims are likely to be upheld. 
 
As a result, prior to its being established that the former pay system was 
vulnerable under equal pay legislation and that liability exists, I feel that it is 
premature for the Scottish Government or, indeed, for NHS boards to enter 
negotiations on a financial settlement.”4 

 

20. However, evidence from Unison and from Audit Scotland suggested that 
quantification of the potential liability is possible and should be a matter of 
urgency.  In oral evidence, Glyn Hawker of Unison said— 

“Unison has put a lot of work into identifying comparators, and I am fairly 
confident that the other trade unions have done so as well. We could 
probably come much closer, as I said earlier, to estimating how many 
claims would succeed and at which level. That information exists, but it is 
still not perfect. It has taken a long time to get to this point—we have been 
on the journey for some time—but we are now much closer to an 
outcome.”5 

 
21. If progress is not made in respect of taking forward or settling cases, Audit 
Scotland indicated that the next step it could take is to provide a qualified audit on 
individual NHS accounts. In oral evidence, Fiona Kordiak, Director, Audit Services, 
Health and Central Government suggested— 

 
“If this year we took the view that boards both had not done enough to 
quantify the potential contingent liability and could not convince us—as they 
were able to do last year—that matters were at too early a stage to put any 
figure on the potential contingent liability, we could issue a qualified audit 
opinion on individual boards' accounts.” 6 

 

22. She further suggested that this could also impact on the Scottish 
Government— 

“boards' accounts are consolidated up into the Scottish Government's 
accounts as a whole, as auditors of the Scottish Government we would need 

                                            
4 Scottish Parliament Equal Opportunities Committee. Official Report, 6 October 2009, Col 1273. 
5 Scottish Parliament Equal Opportunities Committee. Official Report, 22 September 2009, Col 
1258. 
6 Scottish Parliament Equal Opportunities Committee. Official Report, 22 September 2009, Col 
1270. 
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to consider how that fed through to our opinion on the accounts of the 
Scottish Government as a whole.”7 

23. When asked to comment on this point, the Cabinet Secretary replied— 

“Audit Scotland's position is that it will not provide a qualified audit opinion on 
the NHS accounts for 2008-09. We hope that progress on the quantification 
of the liability will be made over the next financial year. I cannot say more 
than that at the moment.”8 

Conclusions on equal pay in the NHS 

24. Despite the substantial amount of evidence that was provided in meetings 
and in subsequent correspondence, the Committee did not receive a persuasive 
explanation for the lack of progress in bringing cases forward, or, in moving to 
settle the substantial number of outstanding cases. 

25. While the Cabinet Secretary reported progress and outlined the actions being 
pursued to address the outstanding equal pay claims, the Committee remains 
perturbed that there is a lack of clarity in respect of accountability and 
responsibility with regard to the resolution of the outstanding pay claims.  

26. The Committee notes that there is a tension between the co-ordinated 
approach to the management of cases within the NHS, facilitated by the Equal Pay 
Unit in National Services Scotland, and the fact that individual boards are 
responsible for delivering on equal pay under the gender equality duty.  

27. The resolution of these complex legal matters and the manner in which the 
resolution takes place have implications for financial planning and budget scrutiny 
both for NHS boards and for the Scottish Government. Moreover, the manner of 
the resolution of the cases is also of concern to the Committee in the context of 
compliance with the public sector equality duties. 

28. In respect of the annual budget scrutiny process, there is a risk for both the 
overall Scottish Government 2010-11 Draft Budget and for the budgets for 
individual NHS boards.  For example, if claims were agreed, there would be 
resource implications and boards may have to find the money from their own 
budget or make the case for an extra allocation from the Scottish Government. 

29. Unlike local government, where there are various sources of potential 
financial liability, the Committee is reassured that this liability for past 
discrimination is the only source of potential compensation claims within the NHS. 

SECTION 2: MAINSTREAMING EQUALITY IN THE BUDGET PROCESS 

30. As noted, the Committee has this year continued its scrutiny of the Scottish 
Government’s commitment to mainstreaming equality in budget development and 
presentation.  The Committee focussed on the equality impact assessment 
                                            
7 Scottish Parliament Equal Opportunities Committee. Official Report, 22 September 2009, Col 
1270. 
8 Scottish Parliament Equal Opportunities Committee. Official Report, 6 October 2009, Col 1289. 
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process; the Scottish Government’s Equality Statement; and the role of the 
revamped Equality and the Budget Advisory Group. 

31. Equality impact assessment (EQIA) is the way that public authorities can 
demonstrate that they have taken on board the requirements of the public sector 
equality duties on race, disability and gender. 

32. From evidence provided by the Scottish Government it is clear that there is a 
commitment to and a method for conducting EQIA. The Committee heard that 89 
EQIAs had been conducted and that many more were in the pipeline. 

33. However, none of the examples mentioned in evidence to the Committee 
related to strategic spending allocations in mainstream portfolios.  Furthermore, 
the examples cited are areas where there is a known equalities dimension. 

34. Overall, it was difficult to identify specific information on the use of EQIA in 
the budget development process.  

Recommendation on EQIA 

35. It appears that EQIA is not yet a strategic part of the budget 
development process. The Committee found it difficult to find evidence of 
the link between the setting of policy objectives and the resource allocation 
process. It is, therefore, not yet an intrinsic part of the overall mainstreaming 
approach to the budget development process.   The Committee would like to 
see greater clarity on what has been done and tangible evidence about 
equality impact assessments, with published results. 

Draft Budget 2010-11: Equality Statement 

36. The Scottish Government published an Equality Statement alongside its 
2010-11 Draft Budget.  The statement sets out the action that the Scottish 
Government has taken and is planning to take “to ensure that public money that 
we spend contributes to greater equality in Scotland”9. 

37. The Committee welcomes the information outlined in the statement. It 
represents progress in making links between policy-making, formulating priorities 
and the funding packages allocated to portfolios.  This year, the Committee 
learned about the possibility of an equality statement at a late stage of planning 
evidence sessions and is grateful to the Minister for Housing and Communities for 
returning to the Committee to give evidence on the statement. 

38. The statement represents a positive step forward. However, the Committee is 
disappointed that, given the commitment to, and work undertaken about, equality 
proofing the budget since 2000, it does not provide evidence of, or a methodology 
for, making the links between the setting of policy objectives and the allocation of 
resources at a strategic level. It appears that the policy development and budget 
development processes remain distinct. 

                                            
9 Scottish Government (2009). Draft Budget 2010/11: Equality Statement. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/28150746/12 [Accessed 9 November 2009] 
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39. The Committee notes the points made in a paper by the Finance 
Committee's budget adviser, Professor David Bell, on the Draft Budget, which 
discusses the Scottish Government's equality statement. Professor Bell said— 

"the equalities statement focuses on listing particular events or initiatives 
that are promoting equality. It does not link these to policy initiatives that 
relate specifically to new proposals contained in the 2010 -11 Draft 
Budget."10 

 
40. The Equal Opportunities Committee would like to see an equality statement 
published annually, which should contain baseline information for monitoring future 
progress.  The Minister acknowledged that the statement is the beginning of a 
process that will require refining over the next few years— 

“This is the first time that the equality statement, in this context, has been 
produced side by side with the budget. We would be the first to say that 
there is a great deal of room for further improvement in making clearer the 
linkages between our policies and our spending decisions.”11 

 
The role of EBAG 

41. As noted, the Committee also took evidence from members of the renamed 
Equality and the Budget Advisory Group (EBAG).  In her evidence to the 
Committee, the head of the Scottish Government’s equality unit outlined the 
rationale for the group’s revised remit and focus— 

“The intention behind the group has been to do something different, which 
is to influence spend and ensure that equality is part of that process. That is 
certainly more in line with how it is intended policy will be developed. In 
other words, it should be part of the process and not something that is done 
at the end of the process.”12 
  

42. The Committee requested more timely communication from EBAG in terms 
of it posting minutes and in the elaboration of its work plan.  In addition, the 
Committee sought to clarify EBAG’s role in respect of the budget development 
process and the conduct of EQIA. 

43. In oral evidence, the Minister clarified this position— 

“First, it is important to understand that the role of EBAG is not to write the 
equality statement or to provide a direct input on substance and policy 
issues in the draft budget. The job of EBAG is to look at the processes by 
which we put together and link evidence, policy, budgets and outcomes. 

                                            
10 Professor David Bell. September 2009. The 2010-11 Draft Budget. [Online] Available at 
http://www.scottish.parliament.uk/s3/committees/finance/budget/budget2010-11.htm [Accessed 3 
November 2009]    
11 Scottish Parliament Equal Opportunities Committee. Official Report, 27 October 2009, Col 1298. 
12 Scottish Parliament Equal Opportunities Committee. Official Report, 22 September 2009, Col 
1206 



Finance Committee – 7th Report, 2009 (Session 3) – Annexe F 
 
 

76 

That is where EBAG's expertise comes in. At any one time, EBAG would 
not necessarily be aware of what we are doing in producing specific budget 
documents or equality statements. EBAG looks at processes.”13 
 

44. Scottish Government officials promised to come back to the Committee with 
more structured information about the revised remit for EBAG, about the expanded 
membership of the Group, the monitoring arrangements in respect of tracking 
progress, and the work plan for the next year. 

                                            
13 Scottish Parliament Equal Opportunities Committee. Official Report, 27 October 2009, Col 1302. 
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EXTRACTS FROM MINUTES OF THE EQUAL OPPORTUNITIES COMMITTEE 

 
9th Meeting, 2009 (Session 3), Tuesday 2 June 2009 

 
Budget process 2010-11 - appointment of adviser: The Committee agreed to seek approval for 
the appointment of a budget adviser. 
 

10th Meeting, 2009 (Session 3), Tuesday 9 June 2009  
 

Decision on taking business in private: The Committee agreed to consider an item on the 
budget process 2010-11 (Stage 2) in private at a future meeting. 
 

11th Meeting, 2009 (Session 3), Tuesday 23 June 2009  
 

Budget process 2010-11 - appointment of adviser (in private): The Committee agreed a ranked 
list of candidates for the post of budget adviser. 

 
12th Meeting, 2009 (Session 3), Tuesday 8 September 2009 

 
Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish Government's 
Draft Budget 2010-11, from— 
 

Alistair Brown, Deputy Director of Finance, and Yvonne Strachan, Head of Equality Unit, 
Scottish Government; 
Angela O'Hagan, Convenor, Scottish Women’s Budget Group. 

 
13th Meeting, 2009 (Session 3), Tuesday 22 September 2009 

 
Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish Government's 
Draft Budget 2010-11, in a round-table discussion, from— 
 

Fiona Kordiak, Director, Audit Services, Health & Central Government, Audit Scotland; 
Emma Ritch, Project Manager, Close the Gap; 
Euan Page, Parliamentary and Government Affairs Manager, Equality and Human Rights 
Commission; 
Craig Marriott, Director of Finance, NHS Dumfries and Galloway; 
Ian Reid, Director of Human Resources, NHS Greater Glasgow and Clyde; 
Lynn McDowall, Professional Officer, Royal College of Nursing; 
Glyn Hawker, Head of Bargaining and Equality, UNISON. 
 

Elaine Smith drew the Committee's attention to the UNISON entry in her Register of Interest.  
 

14th Meeting, 2009 (Session 3), Tuesday 6 October 2009 
 

Decision on taking business in private: The Committee agreed that its consideration of a draft 
report to the Finance Committee on the Scottish Government's Budget process should be taken in 
private at future meetings.  
 
Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish Government's 
Draft Budget 2010-11, from— 
 

Nicola Sturgeon MSP, Cabinet Secretary for Health and Wellbeing, Clare Hicks, Head of 
Pay and Reward, Health Directorates, and John Matheson, Director of Finance, Health 
Directorates, Scottish Government. 

 
Elaine Smith drew the Committee's attention to the UNISON entry in her Register of Interest.  
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15th Meeting, 2009 (Session 3), Tuesday 27 October 2009 

 
Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish Government's 
Draft Budget 2010-11 from—  
 

Alex Neil MSP, Minister for Housing and Communities, Alistair Brown, Deputy Director of 
Finance, Nuala Gormley, Principal Research Officer, Communities Analytical Services 
Division, and Yvonne Strachan, Head of Equality Unit, Scottish Government. 

 
Draft Budget Scrutiny 2010-11 (in private): The Committee considered issues to include in its 
draft report to the Finance Committee on the Scottish Government's Draft Budget 2010-11. 

 
16th Meeting, 2009 (Session 3), Tuesday 3 November 2009 

 
Draft Budget Scrutiny 2010-11 (in private): The Committee considered a draft report to the 
Finance Committee on the Scottish Government's Draft Budget 2010-11. The Committee decided 
to agree its final report by correspondence. 
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Health and Sport Committee 
 

Report on the Scottish Government's Draft Budget 2010-11 
 
The Committee reports to the Finance Committee as follows— 
 

INTRODUCTION 

Remit 

1. The Health and Sport Committee considered those parts of the “Health and 
Wellbeing” chapter of the Scottish Government’s Scottish Budget: Draft Budget 
2010-111 (“the draft budget”) that relate to health and sport. The Committee has 
no remit for the other sections of the chapter – housing and regeneration, 
wellbeing, the Food Standards Agency and central government grants to local 
authorities – and has therefore made no comment on those sections. 

Approach 

Objectives 
2. The Committee agreed to pursue two objectives in scrutinising the draft 
budget— 

• to scrutinise the overall budget; and 

• to consider how well resource transfer from NHS boards to councils for 
community services relevant to shifting the balance of care to the 
community, with a particular focus on older people, is planned and 
accounted for. 

Oral evidence 
3. On 30 September 2009, the Committee took evidence from Dr Kevin Woods, 
Director-General Health and Chief Executive NHS Scotland (“the Director-General 
Health”), John Matheson, Director of Health Finance, and Liz Hunter, Director of 
Equalities, Social Inclusion and Sport, Scottish Government. The Committee also 
took evidence on NHS Lothian’s Lean in Lothian programme from Professor 
James Barbour, Chief Executive, Susan Goldsmith, Director of Finance, and 
Jackie Sansbury, Director of Strategy Planning, NHS Lothian. 

                                            
1 Scottish Government (2009), Scottish Budget – Draft Budget 2010-11. Scottish Government. 
Available at: www.scotland.gov.uk/Publications/2008/09/12140641/0 [Accessed 24 November 
2009] 
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4. On 7 October 2009, the Committee took evidence from Jon Ford, Head of 
Health Policy and Economic Research, British Medical Association; Theresa Fyffe, 
Director, Royal College of Nursing Scotland, and John Gallacher, Regional 
Organiser and Secretary, UNISON. The Committee also took evidence from Tim 
Davison, Chief Executive, NHS Lanarkshire, and Malcolm Iredale, Director of 
Finance, NHS Highland, on how well resource transfer from NHS to councils for 
community services relevant to shifting the balance of care to the community, with 
a particular focus on older people, is planned and accounted for. 

5. Finally, on 28 October 2009, the Committee took evidence from Nicola 
Sturgeon MSP, Cabinet Secretary for Health and Wellbeing (“the Cabinet 
Secretary”), who was accompanied by Kevin Woods, the Director-General Health, 
John Matheson, Director of Health Finance, and Liz Hunter, Director of Equalities, 
Social Inclusion and Sport, Scottish Government. 

Context 

6. The Committee noted the following factors as background to its scrutiny— 

• In 2010-11 the allocation to “Health and Wellbeing” is planned to 
increase by 0.1% in cash terms, or -1.4% in real terms; 

• The allocation to Health is planned to increase by 2.4% in cash terms 
and 0.9% in real terms; 

• The allocation to Sport is planned to increase by 1.9% in cash terms and 
0.4% in real terms; 

• The basic uplift to NHS boards is 2.15%. Some boards benefit from a 
share of a further 0.15% allocated to those identified as requiring more 
money under the NHSScotland Resource Allocation Committee formula. 
On top of this, boards have been allocated 0.4% in recurring funding 
that was previously given to them on a non-recurring basis for meeting 
waiting time targets. 

DRAFT BUDGET 2010-11 

Key themes 

7. The following questions emerged from the Committee’s scrutiny sessions— 

• Funding to boards will increase but at a lower level than in previous 
years – what level of cost pressures will boards face? 

• To what extent will efficiency savings have to cover any gap between 
growth of funding and growth of expenditure and how will any such 
savings be verified? 

• Where the budget includes a specific budget allocation for a national 
service, how has this changed? 
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• Is the draft budget document adequate to address these issues 
comprehensively and transparently? 

• Is a long-term view being taken in relation to budgetary decisions for 
sport? 

This section of the report addresses these points in turn. 

Likely cost pressures facing the NHS 

Background 
8. Two important cost pressures facing NHS boards are increases in pay and in 
general prices. In oral evidence to the Committee, the Cabinet Secretary gave an 
estimate of increases to come in 2010-11— 

“From our analysis, we estimate that the biggest pressure that boards will 
have to meet from that amount comes from pay costs. It is more than an 
estimate, because most agenda for change staff are in a three-year pay 
deal, so we know what that cost increase will be next year, and we have 
made an assumption for medical and dental staff. The increase in the pay 
bill for next year, based on what we know, is £115 million. 

Another pressure is non-pay inflation. We—and the Department of Health—
assume that the gross domestic product deflator, which is 1.5 per cent for 
next year, applies to other parts of the budget. We therefore estimate non-
pay inflation at £43 million. That brings us to a total of £158 million, out of 
the extra £178 million that boards will have next year, which leaves the 
boards with £20 million for local service developments, and all their 
efficiency savings to reinvest in front-line care.”2 

9. These figures were based on previously agreed pay awards (with estimates 
for other awards) and the UK Treasury estimate of the GDP deflator, so they can 
be accepted as comparatively robust estimates although NHS inflation has tended 
to exceed ‘headline’ inflation in the past. 

10. The Committee is also aware of a number of other sources of cost pressures, 
as follows— 

• Prescribing of medicines: most NHS boards are planning for increases 
of around 6% on this budget in the current year – figures reported in 
spending plans include, as examples, a £19m increase for NHS Greater 
Glasgow and Clyde, £10m for NHS Lothian and £8m for NHS Tayside. 
The Committee can see no reason why similar rises would not continue 
in 2010-11. Furthermore, new technologies other than medicines will 
exert an additional cost pressure. 

• Equal pay claims: the consequences of these claims are highly 
uncertain. The Director-General Health confirmed3 that there were 

                                            
2 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2334 
3 Director-General Health and Chief Executive NHS Scotland, written submission, 21 October 2009 
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around 12,600 outstanding claims, with around 9,000 against the 
previous ‘Whitley’ pay system and around 3,000 against both the 
Whitley system and Agenda for Change. He went on to state that it had 
“not been possible to estimate either the likelihood of the success of the 
claims or of any financial impact they may have” and to point out that 
Audit Scotland had acknowledged that point. Audit Scotland has also 
noted, however, that local government organisations have been “more 
successful in estimating the potential value of equal pay claims” for the 
same period.4 

• Reviews of Agenda for Change grading awarded to staff: The Director-
General Health explained that staff dissatisfied with the suggested pay 
band can ask for a review and any resultant upgrading of the pay band 
would result in further costs to boards. This is likely to be a factor at 
local level for several more years, although at a diminishing rate. The 
Director-General Health stated that “sufficient resources” had been 
made available in 2009-10 to meet the costs of reviews.5 

• Guidelines and standards to improve quality: for example, the Scottish 
Government is currently consulting on a new Quality Strategy that is 
anticipated to cost £1 million in 2010-11.6 The Scottish Patient Safety 
Programme is also starting its work and may identify additional issues to 
address. The Scottish Intercollegiate Guidelines Network (“SIGN”) 
reviews the evidence on clinical best practice and implementing SIGN 
findings (partly covered under prescribing growth above) will also add to 
costs. For example, three guidelines issued recently included an 
assessment of the cost impact of implementing the recommendations 
that the group developing the guideline regarded as the most important. 
These totalled £5.6m (stroke guideline, £3.4m; management of hip 
fracture in older people, £1.7m; management of chlamydia infection, 
£0.5m). SIGN typically issues six to seven guidelines per year, so the 
costs of implementing all of these will be somewhat higher. 

11. Boards also face a variety of other pressures that cannot be readily avoided, 
including— 

• Changes to national policies and targets e.g. new targets for maximum 
waiting times for child and adolescent mental health services and for 
drug misuse services. Similarly, changes to health improvement, 
efficiency, access and treatment (HEAT) targets have cost implications; 

                                            
4 Audit Scotland. (2008) Financial overview of the NHS in Scotland 2007/08. Audit Scotland. 
Available at www.audit-scotland.gov.uk/docs/health/2008/nr_081204_NHS_financial_overview.pdf 
[accessed 24 November 2009] 
5 Director-General Health and Chief Executive NHS Scotland, written submission, 21 October 2009 
6 Payne, J, and Dewar, J. (2009) Draft Budget 2010-11:Health and Sport. SPICe Briefing 09/67. 
Scottish Parliament. Available at: http://www.scottish.parliament.uk/business/research/briefings-
09/SB09-67.pdf [accessed 24 November 2009] 
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• Increases in clinical negligence costs: Audit Scotland estimated that 
clinical negligence costs increased by nearly £14m in the year to 
2006-07;7 

• Meeting legal requirements – most notably on staffing but also as a 
result of changes to regulations e.g. rate and coverage of VAT; 

• Pressures from unanticipated items (e.g. H1N1 influenza) or 
unanticipated pressures in known items (e.g. unexpected rise in fuel 
prices); 

• Addressing items identified by Audit Scotland such as the backlog of 
maintenance to the capital stock – this was estimated to be £500 million 
in a recent Audit Scotland report; 

• Addressing local pressures. 

12. In addition, many NHS boards will have started service improvements 
several years ago to be implemented over a number of years. Some of these, 
such as new capital projects, may be very difficult to mothball until more money is 
available. 

13. The Committee also received written evidence from BMA Scotland advising 
that changes in the demographics of the population and changes in technology 
require additional funding of nearly 1.5% per annum. This seems to be the same 
order of magnitude as the estimate of funding increase for an ageing population 
suggested by the King’s Fund and the Institute for Fiscal Studies (IFS).8 Overall, 
the King’s Fund and IFS report estimates that, in England, productivity gains of 3.4 
to 7.4% will be required in 2011-2017 to fill the ‘funding gap’ between budgets and 
likely cost pressures. 

Conclusion 
14. The Committee believes that NHS boards will be under considerable 
financial pressure in 2010-11. The Committee recommends that the Scottish 
Government undertake further analysis of the extent and sources of cost 
pressures in the system and place this analysis in the public domain. Some 
sources of cost pressure are unavoidable but others stem from decisions 
made at national level that the Government either controls or can influence. 
Examples include (but are not confined to) the number and challenge of new 
HEAT targets; the standards set and pace of change in the new Quality 
Strategy, and the number and cost implications of SIGN guidelines issued 
per year. 

                                            
7 Audit Scotland. (2008) Financial overview of the NHS in Scotland 2007/08. Audit Scotland. 
Available at www.audit-scotland.gov.uk/docs/health/2008/nr_081204_NHS_financial_overview.pdf 
[accessed 24 November 2009] 
8 Appleby, J et al. (2009) How cold will it be? Prospects for NHS funding: 2011–17.The King’s 
Fund. Available at www.kingsfund.org.uk/research/publications/how_cold_will_it_be.html [accessed 
24 November 2009] 
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15. The Committee is concerned that, although it appears to have been 
possible to estimate a cost for equal pay claims in local government, this 
has not been possible for the NHS. The concern is that, if cases are settled, 
NHS boards will face costs that they have not budgeted for. The Committee 
recommends that the Scottish Government put an estimate in the public 
domain using the same method as that underpinning the local government 
figure. 

Efficiency savings 

Background 
16. NHS boards are charged with making 2% efficiency savings per year and, in 
the light of the evidence on cost pressures, the Committee believes that this will be 
the minimum requirement for 2010-11. 

17. The Committee notes the figures made public by the Scottish Government for 
efficiency savings, including £610m for the three years to 2007-08 in Audit 
Scotland’s report Financial Overview of the NHS in Scotland 2007/089. The 
Cabinet Secretary for Health and Wellbeing wrote to the Committee on 16 October 
2009 with notification of £203m of efficiency savings in 2008-09. The presentation 
of the data in that letter was aggregated at NHS board level. 

Methodology and presentation 
18. The Committee naturally welcomes efforts to provide a service at the same 
or higher level of quality for the patient but at a lower cost to the taxpayer. 
However, the Committee pursued two principal lines of inquiry in relation to 
efficiency savings figures: the presentation of aggregated data, i.e. combining 
recurring and non-recurring savings, and verification of the data. 

19. In relation to the presentation of aggregated data, the Director-General 
Health stated that the extent to which boards met their efficient government targets 
on a recurring basis was one of the areas that was examined closely in 
discussions with boards at the annual reviews, chaired by the Cabinet Secretary. 
He argued that non-recurring opportunities were important and should not be 
disregarded.10 

20. The Cabinet Secretary added— 

“If we look at the financial year on which I have just reported to the 
committee—2008-09—we see that health boards alone achieved a 
rounded-up £204 million in efficiency savings against a target of £155 
million, of which £160 million was recurring savings. The target was 
therefore met on a recurring basis. Overall, of course—I know that the 
committee has discussed this point previously—the NHS's dependence on 

                                            
9 Audit Scotland. (2008) Financial overview of the NHS in Scotland 2007/08. Audit Scotland. 
Available at www.audit-scotland.gov.uk/docs/health/2008/nr_081204_NHS_financial_overview.pdf 
[accessed 24 November 2009] 
10 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2323 
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non-recurring funding is at its lowest level in living memory, which is 
obviously very good progress indeed.”11 

21. It is not clear how the Scottish Government verifies the savings made, 
especially by NHS boards. This has many dimensions, some of the most important 
being— 

• the level of savings made; 

• the distinction between changes that are cash-releasing and changes 
that are time-releasing; 

• the impact of any changes on the quality of service provided to patients; 

• whether savings made in previous years that were described as 
recurring are, in fact, sustained. 

22. Furthermore, it is unclear how resources released by efficiency savings are 
used, i.e. to which services they are reallocated. This is particularly an issue for 
cash-releasing savings, which could be allocated to a broad range of services. 

23. The Director-General Health explained the process as follows— 

“Details of measurement, quality cross-check, monitoring and reporting of 
savings for each efficiency savings project is set out in the Efficiency 
Delivery Plans 2008-11 which was published in March 2008.  

 
Each health board provides assurance on the efficiency savings delivered 
by them. The mechanism to produce this assurance was previously subject 
to discussion and agreement with Audit Scotland. This assurance is 
delivered through Efficiency Statements which are submitted annually with a 
summary of supporting evidence. These statements are verified and signed 
off by a range of senior managers within the Scottish Government 
concluding in a comprehensive Efficiency Statement for each 
portfolio/department which is signed by the Director General as Accountable 
Officer. This Outturn Report is published and presented annually to Scottish 
Ministers, the Finance Committee Audit Scotland and is also published on 
SPICE.”12  

24. During the evidence session with the Cabinet Secretary, the Committee 
sought reassurance about the methods used to verify the savings made. In 
response, the Cabinet Secretary explained that it is not Audit Scotland’s role to go 
through the savings line by line to verify them— 

“Accountable officers in the Scottish Government have to give assurances 
that the efficiency savings as verified by health boards are as they are 
alleged to be. That process is well established in the Government. As I 

                                            
11 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2324 
12 Director-General Health and Chief Executive NHS Scotland, written submission, 21 October 
2009 
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understand it, the process of verification and audit of efficiency savings is 
identical to that used under the previous Administration. It has the stamp of 
assurance of accountable officers, and in the case of the health budget, Dr 
Woods as accountable officer gives assurance about the validity of the 
efficiency savings.”13 

25. The Cabinet Secretary went on to add that the mechanism that NHS boards 
use to provide their own assurances on efficiency savings had been “approved 
and agreed” by Audit Scotland. She also stated that she was satisfied that the 
process in place provided the assurance on efficiency savings that people had a 
right to expect.14 

26. On further checking, the Committee was able to establish the existence of 
the annual publication The Efficiency Outturn Report on the Scottish Government’s 
website, in which the Director-General Health signed a statement including the 
following— 

“I am satisfied, on the basis of supporting assurance statements from the 
responsible delivery organisations and/or Directorate managers that, in the 
case of cash-releasing efficiencies, the costs of the activities in question 
have been reduced by the amounts shown below without material detriment 
to the quality or quantity of service provided; and that, in the case of time 
releasing efficiencies, the amounts shown below are a fair estimate of the 
value of time released from the activities in question for other productive 
purposes … I am satisfied that the efficiencies identified fall within the 
published definition of an efficiency gain.”15 

27. NHS boards supply the Scottish Government with “a summary of supporting 
evidence”16 to verify their savings. This, however, does not appear to be made 
public.  

Conclusion 
28. The Committee notes the Scottish Government’s explanation of the 
process by which the integrity of stated efficiency savings is authorised by 
accountable officers. However, given that the accountable officers are also 
part of the process responsible for delivering efficiency savings, the 
Committee remains uncomfortable that efficiency savings figures appear not 
to be independently verified. This is of more than passing interest, since it 
seems likely that most – if not all – NHS boards will need to make more than 
the national 2% target in 2010-11 to meet spending commitments.  

29. The Committee welcomes the national Efficiency and Productivity 
initiative if it spreads best practice and brings greater transparency. 
However, the pressing need is for clarity and transparency of the savings 
                                            
13 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2320-1 
14 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2321 
15 Scottish Government (2008), Efficient Government – Efficiency Outturn Report for 2007 - 2008. 
Scottish Government. Available at: www.scotland.gov.uk/Publications/2008/10/Outturn2008 
[Accessed 24 November 2009] 
16 Director-General Health and Chief Executive NHS Scotland, written submission, 21 October 
2009 
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counted as being cash-releasing by NHS boards. The Committee 
recommends that, from now on, NHS boards should make public a 
description of each type of saving, how it was achieved, the amount saved 
and how the board checked that the service to patients did not suffer as a 
result and that savings were used to the clear benefit of patients. 

Specific budget lines 

Funding for training 
30. The Committee raised the reduction in the nurses training budget with the 
Cabinet Secretary with some concern, reflecting the views of the Royal College of 
Nursing (RCN) and UNISON among others. However, the Cabinet Secretary 
explained the position as follows— 

“No decisions have been made about the student nurse intake numbers for 
2010-11, which means that the budget line that is before us emphatically 
does not assume a reduction in the numbers of student nurses going into 
training. On the contrary, for planning purposes it assumes that student nurse 
numbers will remain steady at the level that they are at this year, which 
happens to be the level that they were at last year: 3,060. 

The budget covers what we require to pay in bursaries for students. In effect, 
it estimates the costs of providing bursaries for that number of students. That 
cost depends partly on the total number of students but also on the 
demographics of the student population—because, for example, those with 
children will get the child care part of the bursary—and on uptake levels. To 
arrive at the number in this year's budget, we have looked back over the past 
couple of years to find out how much the bursaries for that number of 
students cost us. Assuming that we will have the same number of students 
next year, that is what we estimate it will cost us to provide them with 
bursaries. The figures absolutely do not assume a cut in the number of 
student nurses next year. That decision has not yet been made. There is a 
process that we go through every year before arriving at that number and it is 
under way. It involves workforce predictions being prepared by boards, and 
the RCN and other trade unions being given the opportunity to comment on 
those predictions and put forward evidence that they have gathered. We are 
not yet at the conclusion of that process.”17 

31. This gave the Committee reassurance that the reduction in the budget 
did not reflect a straightforward cut in training places; however, the 
Committee requests the Cabinet Secretary to update them on this item when 
further information is available. The Committee is alert to, and concerned by, 
any changes that affect training programmes for staff, and the Committee 
would wish to see these protected in future years. 

Distinction awards for consultant doctors 
32. The Committee noted the estimate that distinction awards may cost £30m in 
2010-11, an increase of £2m. The Committee notes the Scottish Government’s 
evidence submitted to the Doctors’ and Dentists’ Review Body (“DDRB”) that the 
                                            
17 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2326 
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increase should be 0% in 2010-11 to reflect the difficult financial situation for public 
finances in general.  

33. The Committee believes that increasing spending on distinction awards 
at a time when so little new money is available sends the wrong signals to 
doctors, the NHS and the public. The Committee recommends that the 
Scottish Government adhere to its stated position, that spending on 
distinction awards should not increase. The Committee would support 
ignoring the DDRB recommendation if implementing it would increase the 
overall cost of distinction awards. More generally, the Committee is 
concerned about the apparent mismatch between the stated policy 
objectives of the distinction awards scheme and the way it is put into 
practice. The Committee will return to this issue as a separate matter 
following scrutiny of the draft budget for 2010-11. 

Telehealth and e-health 
34. The Committee records its support for schemes that it classifies as telehealth 
and e-health, noting their potential to produce time-releasing savings and possibly 
cash-releasing savings. However, it notes that the way that the costs of these 
schemes are classified has been the cause of considerable confusion and 
uncertainty. A particular concern is that elements of spending are included under 
the budget line for capital but that this is not disaggregated, so it is not possible to 
see how spending on telehealth is changing. The Committee recommends that 
these two items – telehealth and e-health – be given their own separate 
budget lines to clarify the differences and amounts allocated to each one. 

Capital 
35. The concern over spending on telehealth and e-health also brought to light 
the lack of detail relating to the line for capital spending. The Committee requests 
that the Scottish Government provide further detail of what this money is to 
be allocated for in future draft budget documents. 

General Medical Services (GMS) and General Dental Services (GDS) 
36. Spending on GMS increased by around £30m in previous years, and the 
Committee assumes a comparable figure has been budgeted for and included 
under Miscellaneous Other Services. The position with GDS is slightly more 
complicated: no increase has yet been agreed for GDS in 2009-10 or 2010-11. 
The last definite figure to appear in a draft budget for this line was for 2006-07, 
when the figure was £313m. At that time, the planned spend for 2007-08 was 
£354.5m, but this figure is still being included in the current document as the 
indicative amount for 2010-11. This means that increases for 2008-09, 2009-10 
and 2010-11 will have to be included. The last uplift was of £49m (difference 
between 2005-06 and 2006-07) and it may be unlikely that this will have been 
sustained over this period. The Committee recommends that the Scottish 
Government’s submission to the DDRB be used to produce an estimate of 
the increase in these budgets if the Government’s position were accepted.   

Health screening 
37. The Scottish Government explained that the reduction in the health screening 
budget was attributable to some start-up costs to screening programmes – 
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presumably incurred in the current financial year – being non-recurring and hence 
the budget appeared to fall. 

Health protection 
38. The budget for this item has also fallen. The Scottish Government explained 
this was because expenditure to deliver a manifesto commitment of health checks 
for those reaching 40 years of age had been achieved with a lower budget than 
anticipated. In addition, separate savings had been achieved because, in previous 
years, the budget available for flu vaccine for unpaid carers had not been fully 
used, so the budget was now being adjusted to reflect this. The Committee has 
some concerns on this latter point since there may be far greater awareness 
of the need for flu vaccination in future years as a result of the media 
coverage of the flu outbreak this year and demand may, therefore, increase. 

Access support for the NHS 
39. The Committee noted that this budget had fallen substantially from the 
previous year, but was reassured that this was because funds had been allocated 
to NHS boards rather than being allocated centrally on a non-recurring basis. 

Links between spending and targets 

40. A characteristic of draft budgets for the health portfolio has been the high 
level of spending that is earmarked for NHS boards. At this stage, NHS boards 
have not been notified of their final allocation and hence the Committee is unable 
to scrutinise how this money will be spent, except in terms of (i) stated national 
priorities, and (ii) targets set for NHS boards. 

41. It is notable that the draft budget contains no links to any other policy 
document or set of targets. In terms of planning, this raises a concern about 
whether spending and target-setting decisions are sufficiently closely linked. In 
terms of transparency, members of the public would not know other policy 
documents and targets even existed. 

42. In response to concerns raised by the Committee, the Director-General for 
Health set out planned changes to HEAT targets for 2010-11, as well as the ways 
in which spending on national and central functions (as outlined in the draft 
budget) could be linked. 

43. To try to understand the links between spending and performance against 
HEAT targets in the past, the Committee considered the document NHSScotland 
Chief Executive’s Annual Report 2007/0818, the most recent overview of 
performance available. This showed— 

• that the majority of targets for access to care (mainly setting maximum 
waiting times) were either met or narrowly missed (termed “effectively 
met” in the document); 

                                            
18 Scottish Government (2008), NHSScotland Chief Executive’s Annual Report 2007/08. Scottish 
Government. Available at: www.scotland.gov.uk/Publications/2008/11/28081831/0 [Accessed 24 
November 2009] 
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• that most boards were operating within budget and could meet targets 
for efficiency savings although, given the amounts of additional money 
in recent years, anything less would be somewhat surprising; 

• that, for treatment targets, the picture was mixed, with the only solid 
‘achievement’ being to meet a target for 80% uptake of cervical 
screening, despite uptake never having been below this level in the first 
place; 

• concern about health targets set, apart from good performance against 
the dental health target for young children. 

44. Targets that were either not met, or may not be met, include19— 

• Reductions in staff sickness absence rates; 

• Minimum response times for ambulance to reach a Category A call; 

• Maximum wait for treatment for breast cancer; 

• Reducing repeat emergency admissions among older people; 

• Reducing inequalities in heath; 

• Reducing teenage pregnancy rates; 

• Reducing suicide rates; 

• Reducing the rates of increase in prescribing of anti-depressant 
medicines. 

45. Even some targets that were described as “met” in the annual report can 
involve some people not receiving the service specified (for example, some 
waiting time targets). In addition, targets described as “met” may not be sustained 
(teenage pregnancy rate was at target level in 2001 but has risen since then) or 
may not have been achieved by all NHS boards since the judgement about 
whether a target is met was based on national averages. The Director-General for 
Health acknowledged this in response to questioning from the Committee about 
sickness absence rates: asked about the performance of NHS boards against the 
target – in particular, the Scottish Ambulance Service’s rate of 5.4%, NHS 24’s 
rate of 6.9% and the state hospital at Carstairs’ rate of over 6% – he said— 

“…the overall position for NHS Scotland at 31 March was a sickness 
absence rate of 4.43 per cent. That represents an improvement on the 
previous year, when it was 5.14 per cent, so you can see that there has 
been a significant downward shift, which is continuing. In terms of hours 
and people released, that translates in a standard working week into 
something like 1,100 additional staff at work, so a significant improvement 

                                            
19 The specific HEAT targets these refer to are listed in Appendix 1. 
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has been achieved through the work that we have done on sickness 
absence. 

I want to make an important point about the sickness absence target. The 
approach that we have adopted in NHS Scotland is to support our staff 
when they report that they are off sick, and we have developed a range of 
innovative services to do that. One of the most encouraging things is the 
fact that that work has been done in partnership with our trade union 
colleagues, who are very supportive of what we are trying to do. 

We did not reach the 4 per cent target by 31 March, but we made a 
significant improvement during the year and the indications are that that 
improvement continues in 2009-10.”20 

46. However, a target that was not met or is not on course has no obvious 
bearing on future budget plans. Part of the reason for some of the targets not 
being met may be that they were not sufficiently integrated with budget decisions 
and sufficient resource was not set aside to deliver them. It was also not evident 
from the Director-General Health’s account of changes to HEAT targets for the 
coming year that the cost implications of achieving a target was taken into account 
when setting them. The constant challenge to NHS boards appears to be that they 
have been given enough and so should be able to cope. In fact, the failure to meet 
targets such as reductions in sickness absence and the problems reducing repeat 
emergency admissions in older people show that these may well be much larger 
problems than was anticipated. 

47. The Committee thus has concerns that the link between spending and 
targets has not been sufficiently clear in the past. The moves to link national 
spending to HEAT targets are welcome, but some links are stronger than others 
and, where spending cannot be readily linked to a target, it is unclear whether this 
indicates inappropriate spending or – more simply – spending in an area that is 
important but does not have a target. The Committee would not welcome targets 
for every aspect of the NHS simply to justify existing spending patterns. 

Conclusion 
48. The Committee studied the allocations made to central and national 
functions in Table 3.03 of the draft budget. However, the text accompanying 
the table often did not fully explain changes. As a result, some concern was 
caused to the Committee and to witnesses who gave evidence to the 
Committee. In response to questioning, the Cabinet Secretary was able to 
provide clear explanations of the reasons for the changes, and it would have 
been helpful if this level of clarity could have been provided in the text of the 
draft budget document itself. 

49. The Committee is concerned by the lack of evidence that budgeting and 
target-setting are integrated processes within the Scottish Government. 
Firstly, targets are themselves ‘cost drivers’ so introducing new targets and 
setting the level and timescale for the target will have cost consequences for 
those charged with taking action to meet the target that does not appear to 
                                            
20 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2251-2 
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have been recognised. There will also be consequent opportunity costs for 
services in respect of which targets are not set. Second, past failure to meet 
targets (or to address targets that are not on track to be met) does not 
appear to result in any new financial commitments to address the issue: for 
example, the sickness absence target was not met but the budget for 2010-
11 does not contain any commitment to devote resources to addressing the 
problem. 

Presentation of the draft budget document 

Background 
50. There is a general frustration that the draft budget is simply a spending plan 
for national functions plus an allocation to NHS boards with devolved 
responsibility. The Committee estimates that, to understand the links between the 
budget and targets as well as the policy context, a lay-reader would, as a 
minimum, have to consult a minimum of six other documents and visit four 
different websites.21 However, first of all, he/she would have to know about the 
existence of these sources of information since none of them are referenced in the 
draft budget document. 

51. In written evidence, the RCN was critical of the presentation of the draft 
budget document. Calling for clearer draft budgets in the future, the RCN stated 
that— 

• it was “quite difficult” to link the commentary to specific budget lines; 

• some information is missing – e.g. detail of £225.4m for miscellaneous 
other services; 

• the document was sometimes misleading – the commentary on nurse 
education and training budget suggesting an increase when the budget 
will decrease. 

52. The Committee found several of the changes to be puzzling and causes for 
concern. Under questioning, the Cabinet Secretary was able to provide clear 
explanations of the reasons for the changes, but these should have been provided 
in the draft budget document itself. 

53. Other similar concerns— 

• It is hard to track changes from one year to the next – specific items are 
moved around, sometimes appearing individually and then being 
aggregated; 

• The Committee was especially concerned about the number of lines 
subsumed within the heading Miscellaneous Other Services. 

                                            
21 Listed in Appendix 2 
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Conclusion 
54. The Committee recognises that there are limitations on the draft budget 
document imposed by the format for the document. However, it has the 
following recommendations— 

• First, the text accompanying tables should explain the changes. 

• Second, budget lines should be disaggregated wherever possible 
and the use of catch-all categories such as “Miscellaneous Other 
Services” should be kept to a minimum. 

• Third, the Scottish Government should engage with the Committee 
to agree the content of a supplementary document to be submitted 
to the Committee at the same time as the draft budget containing 
additional information that would assist with budget scrutiny next 
year and in future years. This might include more detailed 
explanations, analysis of cost pressures, analysis of key 
uncertainties, links to other policy documents, and so on.  

• Fourth, the Committee would like to see added emphasis given to 
trends in actual out-turn expenditure, alongside changes in 
planned spending.  

Sport 

55. Earlier this year, the Committee published its report on pathways into sport 
and physical activity. One of the findings from that report was that there was 
strong scientific evidence that physical activity could protect against many of 
Scotland’s leading chronic diseases, as well as making clear the role that physical 
activity could play in promoting positive mental health and well-being. In its report, 
the Committee made a number of recommendations all designed to encourage 
lifelong physical activity for the whole population.  

56. The Committee reiterates its view that it is important that funding for elite 
sport – including the funding of the hosting of the Commonwealth Games in 
Glasgow in 2014 – should not be at the expense of funding for grassroots sport 
and other physical activity. That said, the Committee recognises that local 
authorities are responsible for 90% of public expenditure on sport. In the current 
public expenditure climate, all local authorities will be faced with making difficult 
prioritisation decisions. The Committee is concerned that, historically, the provision 
of sports facilities has tended to suffer when there have been severe pressures on 
public expenditure. Given the long-term public-health benefits that physical 
activity creates, the Committee recommends that local authorities take the 
long view when it comes to making budgetary choices in the next financial 
year.  

57. The Committee is also concerned about the continuing deficit faced by 
grassroots and elite sports organisations as a result of the way in which National 
Lottery proceeds are being used to fund the regeneration costs associated with 
the London 2012 Olympic Games. The Committee recommends that the 
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Scottish Government continue to make efforts to ensure that Scotland 
receives a fair distribution of lottery funding. 

Concluding comments 

58. In keeping with previous years, a large proportion of health spending is 
unavailable to the Committee for scrutiny: of the budget for the health 
portfolio, 75% will be allocated to territorial and special NHS boards. The 
draft budget presents no information on how this substantial amount of 
money will be allocated. The Committee therefore cannot examine these 
allocations as part of its scrutiny of the draft budget for health and therefore 
no assessment can be made about the allocation of these funds, which 
amount to around a quarter of total Scottish Government spending. 

59. The Committee is in broad agreement with the proposed allocation for 
Health and Sport outlined in the draft budget for 2010-11. However, specific 
points of concern remain, notably— 

• While some cost pressures have been quantified, others have not 
and, as a consequence, it is not possible to be sure what level of 
cash-releasing savings NHS boards will have to make in order to 
continue to provide services that are at least of the same standard 
as at present. 

• The seeming lack of connection between targets and budgets, 
notably in respect of targets not met or currently not on course to 
be met. 

60. Of equal concern to the Committee is the amount of work required to 
satisfy itself that changes in the budget have a reasonable and acceptable 
explanation. The Committee acknowledges there are limits on the length of 
the draft budget document but recommends that the Scottish Government 
engage in discussion to provide a more detailed supplementary document 
alongside future budgets that will assist the Committee with its budget 
scrutiny in future years. 

61. As part of this process, the Committee would also wish to see the 
Scottish Government set the draft budget in context with other plans, 
policies and targets. At present, the draft budget is simply a spending 
statement for central and national functions, which make up a relatively 
small slice of the health and sport allocation. 

62. The Finance Committee asked for particular comments on whether the 
draft budget showed evidence of long-term thinking, which the Committee 
raised with the Cabinet Secretary. In response, she listed a number of long-
term targets and policies. The Committee welcomes these and notes that 
there is a broad consensus between political parties on the desired strategic 
direction of the health service, such as a focus on healthy life expectancy 
and shifting the balance of care, which helps with long-term planning. 
However, the items listed by the Cabinet Secretary did not relate directly to 
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the draft budget; this reinforces the Committee’s recommendation to see 
integrated thinking and planning to encompass budgets and targets. 

63. The Finance Committee also asked for particular comments on the 
sustainability of the draft budget. The Committee notes that the last decade 
has seen substantial increases in funding for the health service. The current 
ability to make efficiency savings may, in part, reflect the ‘bedding down’ of 
some of this spending, but it is difficult to judge what potential for further 
savings exists. This reinforces the Committee’s recommendation that 
efficiency savings be made more transparent because a concern is that, at 
some point, savings will be made that will affect the quality of service for 
patients. At present, there are no transparent means of checking this and 
there is a danger that ‘savings’ affecting quality will only come to light when 
patients suffer. Everyone concerned would prefer a monitoring system that 
ensures that this does not happen. 

64. Turning to contingency planning, the main issue facing the health 
service at present is the H1N1 flu outbreak. The health service has been able 
to put in place contingency plans which everyone concerned hopes will not 
be tested; making a judgement about their adequacy would require more 
detailed evidence than is available at present. In terms of the broader 
picture, the ‘safety valve’ for all pressures created when costs exceed 
funding is efficiency savings by NHS boards. As stated above, the 
Committee agrees there is scope for further local savings but is concerned 
that at some point quality will suffer and there are no effective safeguards 
against this. 

THE BALANCE OF CARE 

65. The Committee wished to pursue the issue of how the challenging financial 
situation would impact on the rate of change in the balance of care – considering 
the balance between both hospital-based care and community-based care, and 
health care and social care (largely provided by local government). 

66. The NHS has a mixed record on shifting the balance of care. On a positive 
note, the NHS met its HEAT targets to prevent anyone waiting longer than six 
weeks to be discharged from hospital to an appropriate setting. On the other hand, 
the current HEAT target on reducing repeated emergency admissions among 
older people is in danger of not being met, suggesting a potential shortfall in 
services outside of hospital that can prevent the need for an admission or provide 
alternatives to an admission. The Committee also has concerns about whether 
money reallocated from NHS boards to local government in resource transfer 
(estimated as £330m across the last 10-15 years in Scotland according to the 
Chief Executive of NHS Lanarkshire22) could be traced and spent on the types of 
service for which it was intended. 

The balance between health care and social care 
67. When it took evidence on these areas, the Committee received conflicting 
evidence on progress in shifting the balance of care. On the one hand, NHS 
                                            
22 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2297 
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boards reported that they were clear about the need for change and considerable 
work was going on. For example, the Chief Executive of NHS Lanarkshire said— 

“We have an ageing population, and if we continue with the current model 
of care, in which the larger part of care is institutional care, whether in a 
hospital or a care home, rather than home care, the ageing population – 
and therefore the increasing number of people who require institutional care 
– is not sustainable in financial or workforce terms.”23  

68. The Director of Finance for NHS Highland said— 

“The pressures that a number of health boards will be under during 2009-10 
have already been alluded to, and those pressures will continue for 2010-11 
and … into the spending review of 2011-12 and beyond. That indicates to 
all boards that we need new models and methods. Doing more of what we 
already do will not be affordable. We must look at things differently, 
understand how to spend resources better and work with our partners. That 
is the thrust of our submission, particularly in the area of resource transfer. 
We need to change and develop what we do to meet the challenges of 
population, demography and so on.”24 

69. These witnesses were able to supply detailed accounts of the steps in the 
discussion and planning process in which they were currently engaged. Set 
against this, national organisations such as Audit Scotland and the RCN were 
more sceptical. 

70. Audit Scotland said that there was “no evidence of a change in the balance of 
health expenditure to match the move towards more community-based care.”25 

71. Similarly, the RCN made the point that, although NHS boards (and local 
government) are responsible for transferring the balance of care, the budget is at 
national level so it is difficult to see evidence that the environment is being 
created.26 This was confirmed by the Director-General Health— 

“The majority of spend on mental health services, including dementia, is 
drawn from the record funds allocated to NHS Boards and local 
government.”27 

72. The RCN stated that it had “seen little evidence” that the balance of care was 
being changed in practice. The RCN reported in written evidence that it had 
collated local single outcome agreements and that these show “vast variation” in 
the priority given to local government spending that has consequences for the 
NHS. 

                                            
23 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2297 
24 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2295 
25 Audit Scotland. (2008) Financial overview of the NHS in Scotland 2007/08. Audit Scotland. 
Available at www.audit-scotland.gov.uk/docs/health/2008/nr_081204_NHS_financial_overview.pdf 
[accessed 24 November 2009] 
26 Royal College of Nursing, written submission, 28 September 2009 
27 Director-General Health and Chief Executive NHS Scotland, written submission, 21 October 
2009 
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73. UNISON observed that there was no national strategy for resource transfer 
between health boards and local authorities across Scotland: each had the power 
to allocate budgets to its own priorities, with local authorities directly accountable 
to their local electorates for their spending priorities. According to UNISON, where 
it worked well, it was due to strategic planning frameworks at senior manager level 
and close operational liaison between social work area teams and community 
health partnerships. On the understanding that it was common for NHS boards 
and local authorities to have an agreed ‘baseline’ of beds and an agreement that 
any changes to those numbers will form the basis of a resource transfer 
discussion, UNISON expressed the view that, in principle, neither party should 
plan changes to provision that have a consequential effect on the other without 
wider discussion/involvement. UNISON believed that, if a new plan required, for 
example, more social services support, the cost should be factored into the 
business case/agreement but, if the new model simply replaces one type of NHS 
care with another and does not require extra social services input, then there 
should be no case for a resource transfer. This principle would apply to local 
authority plans as well. 

74. It seems that local staff are devoting considerable time and effort to planning 
the implementation of the policy but such progress as is made is not being 
reflected in data on performance that is in the public domain. 

75. One of the simplest measures of the shift in the balance of care is in terms of 
budgets but the Committee heard from the Chief Executive of NHS Lanarkshire 
that transfer of budgets may not be an appropriate metric for progress: he 
emphasised steps to improve the joint management of existing resources by the 
NHS and local government. However, this raises the question of how the 
Committee, the Parliament and taxpayers can be reassured that tangible 
differences are being made to the services to patients when one of the only 
available measures – budgets – is not accepted as valid by one of the key 
participants. 

76. The Committee heard recent progress made on the first step of the 
Integrated Resource Framework was in estimating activity, cost and variation in 
health and adult social care. Using these data, the Director-General Health wrote 
to the Committee to report that “approximately £4.5bn was spent on health and 
social care for people aged 65 and over in Scotland during 2007/08.”28 However, it 
does not appear that the data are in the public domain so the Committee was not 
able to use them to inform their budget scrutiny. 

77. The Committee was able to identify the Scottish Government’s “Shifting the 
Balance of Care” website29, which includes evidence on the Improvement 
Framework. However, this was not referred to in the draft budget and a general 
reader of that document would have been unaware of its existence. The website 
includes a “Question and Answer” document on the Framework, which, under the 
heading “When will it be available?”, states— 

                                            
28 Director-General Health and Chief Executive NHS Scotland, written submission, 21 October 
2009 
29 www.shiftingthebalance.scot.nhs.uk [Accessed 16 November 2009]  
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“The development work started in April 2008. Progress in mapping resource 
varies across partnerships, with each progressing at their own pace.”30 

 
78. The Committee heard that, as a progression from ‘mapping’ current resource 
use, the focus has now shifted to moving resources around. The Committee notes 
that the planning process seems to be on-going and no timescale was given on 
when it would produce results. The Committee was pleased to hear from the 
Director-General Health that future HEAT targets for NHS boards will be modified 
to reflect single outcome agreements.  However, it is a matter of concern that the 
only two existing targets are for reducing delayed discharges (which was met 
some time ago) and reducing repeated emergency admissions in older people 
(which is in danger of not being met). This suggests that, while there are some 
achievements, they are not fast enough.   

79. The Committee’s concern is that good intentions are not always translating 
into good deeds. When challenged to provide one local example of change, one 
witness cited the move out of long-stay psychiatry and learning disability 
hospitals31 – this policy is some twenty years old and required substantial national 
bridging finance. 

80. The lack of bridging finance at present seems to be a brake on the rate of 
change. Witnesses accepted this was unlikely to change but did not appear to 
have concrete alternative proposals. One said— 

“If we are serious about transferring our resources from hospital care to 
community care, we have not only to stop the growth in older people’s use 
of acute hospitals, but to reduce significantly the use of acute hospitals to a 
level that would free up infrastructure that could be closed or transferred.”32 

81. Witnesses spoke of needing to be innovative and imaginative and 
“disinvesting some resources in the short-term”.33 The Committee was unclear 
what this meant in practice, and is concerned that attempts will be made to close 
some services to make savings so that other services will be put in place. 

82. During the evidence session with the Cabinet Secretary, the Committee also 
asked about the former Joint Future programme, which promoted working together 
between health boards and local authority social care services. The Committee 
raised the point that Joint Future was not referred to in budget documents nor in 
any of the correspondence on HEAT targets and sought reassurance that the 
programme had not “disappeared off the map”. In response, the Cabinet Secretary 
explained that “Improvement and Support of the NHS” is the relevant budget line— 

“Joint future is about local authorities and health boards working together in 
the context of community planning partnerships and CHPs in order to 

                                            
30 Scottish Government (2009), Integrated Resource Framework – Q&A. Scottish Government. 
Available at: www.shiftingthebalance.scot.nhs.uk/downloads/1256115063-
IRF%20Q%20and%20A.pdf [Accessed 16 November 2009] 
31 Scottish Parliament Health and Sport Committee. Official Report, 7 October 2009, Col 2296-7 
32 Scottish Parliament Health and Sport Committee. Official Report, 7 October 2009, Col 2298 
33 Scottish Parliament Health and Sport Committee. Official Report, 7 October 2009, Col 2298-9 
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integrate service delivery. In budgetary terms, there are a number of budget 
transfers to local government to support work on, for example, delayed 
discharges, mental health, suicide prevention and free personal care. Such 
budgets are provided. Obviously, there is an increasing emphasis on 
ensuring that both the NHS and local authority services work together to 
deliver seamless services.”34 

83. The Cabinet Secretary acknowledged that the joint improvement team had 
subsumed much of that national programme and the Director-General Health 
explained that the joint improvement team’s objective was to support partnership 
working through a range of projects— 

“For instance, we continue to build on the single shared assessment work 
that was a project in the original joint future work. The JIT supports our 
wider efforts in developing community health and care partnerships and 
community planning partnerships. Partnership is the way that we do our 
business across local public services, and we try to support that centrally.”35 

The balance between hospital care and primary care (including community-based 
services) 
84. The Committee raised with the Cabinet Secretary the budget arrangements 
for shifting the balance of care from acute to primary care insofar as ensuring that 
the appropriate services are available in the primary care sector so that people 
can be moved out of the acute sector. Effectively, that means that services in both 
sectors must be funded at the same time. Asked whether the £28m of additional 
money for this purpose was sufficient to enable primary care services to be pump-
primed in order to deal with the change in the balance of care, the Cabinet 
Secretary responded— 

“That additional money is available for investment as boards see fit to invest 
it depending on local circumstances. Of course, boards have an obligation 
to spend their budgets so that they meet their targets and objectives and 
Government priorities to deliver care in the optimal way. 

It is clear that the health budget is important in shifting the balance of care, 
as are local government budgets because of the relationship between the 
two in the context of community care. We are working on an integrated 
resource framework that will help to map the costs of providing care for 
older people so that the distribution of funding is much clearer and we have 
a much clearer idea of how we must invest to deliver a shift in the balance 
of care and ensure that services are geared up to meet demographic 
changes.”36 

85. The Committee went on to ask the Cabinet Secretary whether such pump-
priming costs incurred by health boards in respect of shifting the balance of care 
would be protected from efficiency savings. The Cabinet Secretary suggested that 

                                            
34 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2350 
35 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2352 
36 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2335 
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NHS boards would not be tempted to seek to make efficiency savings from those 
costs— 

“…boards are, for good reasons, focused on delivering more in the 
community and less in the acute sector. That is better for patient care, and 
boards know that it is a more cost-effective way of delivering care. They are 
so focused on that that I do not think that those costs are a tempting or 
easy target for them.”37 

86. The Cabinet Secretary also highlighted that, although NHS boards must 
spend their resource allocations in a way that supports the shift in the balance of 
care, there is also a budget line for improvement and support of the NHS. This 
budget line provides “national funding that can be allocated to boards to help with 
redesign work.”38 

87. Turning to redesign of services, the Committee asked whether the Cabinet 
Secretary was satisfied that there was enough scope for the mechanisms to work 
efficiently. In response, she emphasised the scale of the shifting the balance of 
care exercise— 

“It is about redesigning services and, to some extent, changing people's 
mindsets; it is about changing what people expect from the NHS and how 
the NHS expects to deliver that. A lot of work is going on. Boards are under 
a lot of pressure to demonstrate their success as opposed to saying simply 
and vaguely that they are shifting the balance of care.”39 

88. Finally, the Cabinet Secretary pointed out that it is a feature of annual 
reviews that boards must show how they are achieving a shift in the balance of 
care. She acknowledged that this work is still in progress— 

“We are not there yet, but we are definitely heading in the right direction.”40 

Conclusion 
89. The Committee is concerned that, as the Joint Futures programme has 
now been subsumed within the joint improvement team, its profile may have 
diminished.  

90. The Committee welcomes the stated amount of effort being devoted to 
improving the joint management of resources. However, such plans as are in 
the public domain do not have a timetable or measurable targets for 
progress. There is no evidence of integration with the draft budget 
document causing the Committee concern that the process will simply drag 
on. 

91. Finally, the Committee has concerns about the transparency of funds 
transferred to local authorities in previous years. These funds cannot be 

                                            
37 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2336 
38 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2336 
39 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2337 
40 Scottish Parliament Health and Sport Committee. Official Report, 28 October 2009, Col 2336 
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tracked and therefore the Committee has no assurance that these have been 
spent appropriately.  
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Appendix 1 

HEAT targets missed or in danger of not being met, as referred to in 
paragraph 44, include— 

“Health Boards to achieve a sickness absence rate of 4 per cent by 31 March 
2008.” 
 
“To respond to 75 per cent of Category A calls within 8 minutes in Quarter 4 of 
2007/08 (mainland Health Boards only).” 
 
“The maximum wait from urgent referral to treatment for all cancers is 2 months; 
women who have breast cancer and need urgent treatment will get it within one 
month where appropriate.” 
 
“By 2008/09 … reduce the proportion of older people (aged 65+) who are admitted 
as emergency inpatients two or more times in a single year by 20 per cent 
compared with 2004/05, and reduce by 10 per cent emergency inpatient bed 
days.” 
 
“To reduce health inequalities by increasing the rate of improvement for the most 
deprived communities by 15 per cent across a range of indicators including 
Coronary Heart Disease (CHD), cancer, adult smoking, smoking during 
pregnancy, teenage pregnancy and suicides in young people. Pregnancy rate in 
13-15 year olds to fall to 6.8 per 1000 by 2010.” 
 
“To reduce the suicide rate between 2002 and 2013 by 20 per cent.“41

                                            
41 Scottish Government (2008), NHSScotland Chief Executive’s Annual Report 2007/08. Scottish 
Government. Available at: www.scotland.gov.uk/Publications/2008/11/28081831/0 [Accessed 24 
November 2009] 
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Appendix 2 

Background reading required to interpret the Health section of 
the Draft Budget 
 
Scottish Government (2007), Better Health, Better Care: Action Plan. Scottish 
Government. Available at: www.scotland.gov.uk/Publications/2007/12/11103453/0 
[Accessed 24 November 2009] 
 
SG websites for 

Scotland Performs: www.scotland.gov.uk/About/scotPerforms [Accessed 
24 November 2009] 
HEAT targets: www.scotland.gov.uk/Topics/Health/NHS-
Scotland/17273/targets [Accessed 24 November 2009] 
Shifting the Balance of Care: www.shiftingthebalance.scot.nhs.uk 
[Accessed 24 November 2009] 

 
Scottish Government (2008), NHSScotland Chief Executive’s Annual Report 2007/08. 
Scottish Government. Available at: 
www.scotland.gov.uk/Publications/2008/11/28081831/0 [Accessed 24 November 2009]  
 
Audit Scotland. (2008) Financial overview of the NHS in Scotland 2007/08. Audit 
Scotland. Available at www.audit-
scotland.gov.uk/docs/health/2008/nr_081204_NHS_financial_overview.pdf 
[accessed 24 November 2009] 
 
Financial plans (and local delivery plans) for a selection of NHS boards 
 
Scottish Government (2009), Efficiency Delivery Plans - April 2009, for the 2008-
11 Efficiency Programme. Scottish Government. Available at: 
www.scotland.gov.uk/Publications/2009/04/EDPApril2009/Q/Page/2 [Accessed 
24 November 2009] 
 
Scottish Government (2008), Efficient Government – Efficiency Outturn Report for 
2007 - 2008. Scottish Government. Available at: 
www.scotland.gov.uk/Publications/2008/10/Outturn2008 [Accessed 24 November 
2009] 
 
Scottish Government (2009), NHSScotland Efficiency and Productivity 
Programme: Delivery Framework. Scottish Government. Available at: 
www.scotland.gov.uk/Publications/2009/06/22125603/0 [Accessed 24 November 
2009] 
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Justice Committee 
 

Report on the Scottish Government's Draft Budget 2010-11 
 
The Committee reports to the Finance Committee as follows— 
 

Introduction 

1. Last year the Justice Committee concentrated its scrutiny of the draft budget 
on prisons spending and followed up issues raised previously in relation to police 
spending.   

2. This year the Committee initially decided that its scrutiny would concentrate 
on funding for community penalties, as an extension of its ongoing consideration 
of the Criminal Justice and Licensing (Scotland) Bill.  However, following media 
reports over the summer, the Committee agreed also to consider police funding 
again, with particular reference to Strathclyde Police, in light of its reported 
expected deficit. 

Overview 

3. 2010-11 will be the third year of the 2007 Spending Review (SR 2007).  As 
there was no UK Spending Review in 2009, the starting point for the 2010-11 
budget is the spending plans published in 2007 and modified thereafter in budget 
debates and negotiation and the knock-on effects of changes made by the 
Scottish Government in 2008-09 and 2009-10.  These changes include the re-
profiling of capital expenditure totalling £347 million from 2010-11 into expenditure 
for 2008-09 and 2009-10. 

4. Overall the Scottish budget has been reduced by around £500 million1 by 
comparison with the budget for the year anticipated in SR 2007 (the Justice share 
of this reduction from the 2007 plans is £13.7 million spread across a number of 
areas.2)  At the same time, the 2010-11 budget has seen a small increase 
compared with 2009-10 as a result of Barnett consequentials and planned total 
managed expenditure by the Scottish Government will increase by £279 million in 
cash terms compared with 2009-10.  Justice spending, in cash terms, is planned 

                                            
1 Scottish Parliament Information Centre (SPICe) Briefing on draft budget 2010-11, Table 1. 
2 Scottish Government Finance Directorate.  Written submission to the Justice Committee. 
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to increase by 3.1% or 1.5% in real terms compared with 2009-10.   Had there 
been no re-profiling, the cash increase would have been around £626 million.3 

5. By way of summary4— 

• spending within the Justice portfolio is planned to increase from 
£1,178.6 million in 2009-10 to £1,215 million (+3.1%) in 2010-11, 
equating to a 1.5% real terms increase.   

• spending within the COPFS portfolio is planned to increase from 
£118.7 million in 2009-10 to £119.2 million (+0.4%) in 2010-11, 
equating to a 1.2% real terms decrease.   

• police central government spending is planned to increase from 
£260.5 million in 2009-10 to £266.8 million (+2.4%) in 2010-11, 
equating to a 0.9% real terms increase.   

• the level of police grant provided to local authorities is planned to 
increase from £569.1 million in 2009-10 to £586.7 million (+3.1%) in 
2010-11, equating to a 1.6% real terms increase. 

Policing 

6. There are a number of changes to planned police spending as set out in this 
year’s Draft Budget compared with the plans set out last year for 2010-11.  The 
total allocated to police central government spending has been increased by £84.6 
million, whilst the level of police grant has been reduced by £33.3 million.  The 
Draft Budget states that these changes are a result of some additional monies for 
police officers and police pensions, and some transfers of funds. 

7. The Committee recognises that the Scottish Government’s expenditure plans 
for 2010-11 provide the resources to fund the commitment to have an additional 
1,000 police officers, beyond the 2007 establishment, in post by March 2011.  The 
Committee welcomes the provision now being made for the cost of police 
pensions both in the current year and in the plans for 2010-11, a matter which had 
previously been of concern to the Committee. 

8. The Committee also recognises that as a consequence of the Concordat 
arrangements between the Scottish Government and local government, it remains 
to be seen whether local authorities will, when setting their budgets, decide5 to 
maintain in full their historical share of overall police funding.   

9. Both the Association of Chief Police Officers in Scotland (ACPOS) and 
Strathclyde Police said that it was going to be a challenge to sustain the increased 
numbers of officers throughout the financial year, particularly as it was not yet 
                                            
3 The Committee notes that the re-profiling was split over two financial years. 
4 All summary information taken from SPICe briefing. Available at: 
http://www.scottish.parliament.uk/business/research/briefings-09/SB09-70.pdf 
5 Stewart Maxwell proposed that the word “decide” be used in preference to “be able to”.  The 
Committee agreed by division: Yes 4 (Bill Aitken, Angela Constance, Nigel Don, Stewart Maxwell); 
No 3 (Bill Butler, Cathie Craigie, James Kelly). 
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known what level of funding local authorities would provide for each police force.  
However, their view was that if the estimates were correct and forces receive the 
funding they want, they should be able to maintain numbers.  The Committee is 
aware that many police forces receive direct funding from local authorities for extra 
officers and that clarification is required from local authorities of the extent to which 
such funded posts would be retained. 

10. The main concern for ACPOS however was that although there was still a 
separate budget line for police grant, the removal of ring-fenced grant-aided 
expenditure had created uncertainty about whether each police force would have 
to negotiate with the local authority for its share of the budget.   

11. The Chief Constable of Strathclyde Police, Stephen House, said that despite 
the additional Scottish Government funding, Strathclyde Police was facing a 
potential budget deficit in 2010-11.  The Committee noted that a best-case 
scenario of a deficit of £12.5 million and a worst-case scenario of a deficit of £34 
million had been reported.  In his evidence, Stephen House updated the 
Committee saying that “As we get closer to 2010-11, we know that we are much 
nearer to the best-case scenario, but the deficit will still be around £16 million to 
£18 million.”6 

12. One of the reasons given for the anticipated shortfall in Strathclyde was that 
the police expect that the 12 constituent local authorities would find it difficult to 
maintain their current level of funding to Strathclyde police authority.  According to 
Stephen House, however, the main reason for the shortfall was that the budget 
was not keeping up with the nationally agreed pay deal.  He noted that 90% of 
police funding was in respect of people and that savings in a police context quickly 
come to be about where numbers of people can be reduced.  He said that 
reducing police officer numbers would be a last resort if cuts had to be made and 
that should he find himself in the situation where cuts were required, support staff 
numbers would be the most likely to be affected.7  

13. The Committee considers that there is a lack of clarity as to whether 
Strathclyde Police’s anticipated shortfall is due to structural issues or a historical 
underfunding of pay settlements and notes that pay will continue to be a key 
pressure on police resources in coming years.  

14. In relation to efficiency savings, ACPOS told the Committee that although 
there was no specific efficiency savings target set for the police, forces had agreed 
to seek the same 2% cash efficiency savings as were being asked of local 
government.8  ACPOS advised that the police service had exceeded the efficiency 
savings aimed for and that improved efficiency had helped the police meet the 
challenge of additional tasks which they had been required to take on in recent 
years, such as the management of sex offenders and violent offenders.   

15. ACPOS warned, however, that there was now an element of diminishing 
returns in areas where significant efficiencies have been identified in previous 

                                            
6 Scottish Parliament Justice Committee. Official Report, 6 October 2009, Col 2266. 
7 Scottish Parliament Justice Committee. Official Report, 6 October 2009, Col 2270. 
8 Association of Chief Police Officers in Scotland. Written submission to the Justice Committee. 
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years and that the scope for making further efficiency savings had as a result, 
become more limited.  Allan MacLeod, for Strathclyde Police, summarised the 
position by saying that “if efficiency savings must increasingly, as we expect, be 
applied to close future budget deficits, that must have an implication for staff 
numbers.”9 

16. In relation to reducing staff costs, Stephen House noted also that cost 
savings were becoming more difficult to realise through the further civilianisation of 
posts.  He suggested that the creation of more civilian posts would require more 
rather than less money “because police officers offer a flexibility of deployment 
that police staff do not.”10  Unison however took the view that further civilianisation 
was indeed possible and that there was scope for this as a means of reducing 
pressure on police budgets and drew attention to the variations across Scottish 
police forces in the ratios of uniformed to civilian staff.11   

17. The Committee is aware that discussions between police forces and local 
authorities on funding are taking place and welcomes the acknowledgement by 
COSLA that although local authorities have limited resources they recognise that 
law and order and community safety issues are crucial and that the police service 
plays a central role in that regard.  The Committee notes the caveat expressed by 
Councillor McGuigan who said— 

“I am not going to anticipate decisions and say that we will protect every 
aspect of policing in the budget share-out, but we will certainly look 
responsibly at these matters and will carry out an exercise to identify the 
priorities.  The reality that we face is that some desirable aspects may have 
to go.”12  

18. The Cabinet Secretary for Justice said that the Scottish Government had 
given priority to police funding and that as well as funding 1,000 additional officers, 
the necessary resources for police pay settlements up to March 2011 had been 
provided, as had money for pensions.  In response to the ACPOS concern about 
the move away from ring-fencing of money provided to local authorities, and the 
possible impact on police authorities, the Cabinet Secretary stated that funding for 
police current expenditure through General Revenue Grant had never been ring-
fenced and that the arrangements in this regard had not changed.  The Cabinet 
Secretary applauded the achievement of police forces in making efficiency savings 
and expressed confidence that they would continue to rise to the challenge.  

Committee conclusions 
19. The Committee recognises and welcomes the Scottish Government’s 
provision for additional police officers, for police pensions and for pay settlements 
up to the end of the financial year 2010-11.  The Committee hopes that local 
authorities will continue to provide their customary share of police funding to 
ensure that police officer numbers and the quality of the police service are 
maintained.  The Committee urges the Cabinet Secretary to work jointly with local 

                                            
9 Scottish Parliament Justice Committee. Official Report, 6 October 2009, Col 2270. 
10 Scottish Parliament Justice Committee. Official Report, 6 October 2009, Col 2271. 
11 Unison. Written submission to the Justice Committee.  
12 Scottish Parliament Justice Committee. Official Report, 27 October 2009, Col 2310. 
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government, within the terms of the Concordat, to ensure that any obstacles which 
may arise in this regard are quickly addressed.   

20. The Committee also welcomes the efficiency savings made by the police 
service over a number of years, as well as such further progress as may be made 
on civilianisation in order to free police officers for front line duties.  The 
Committee takes note of the concerns expressed by ACPOS about the extent to 
which efficiency savings might be relied upon in the future to make good any 
deficits in police budgets and looks to the Scottish Government to take those 
concerns into account when bringing forward its spending proposals for 2011-12. 

Community sentences 

21. Spending on community justice services is planned to decrease from £23.2 
million in 2009-10 to £22.8 million (-1.7%) in 2010-11, equating to a 3.2% real 
terms decrease.  The level of criminal justice social work grant provided to local 
authorities is planned to remain unchanged from 2009-10 to 2010-11, equating to 
a 1.5% real terms decrease.   

22. The Committee notes that although the Scottish Government has a clearly 
stated policy aspiration to, where appropriate, place more reliance on community-
based disposals instead of custodial sentences, the specific grant to local 
authorities for criminal justice social work in 2010-11 is being held at the current 
year’s level of £86.5 million – representing a real terms cut.   

23. In his evidence, the Cabinet Secretary for Justice said— 

“The draft budget identifies that we are committing £109.3 million for 
community justice.  As well as the £86.5 million that is ring fenced for criminal 
justice social work within the local government settlement, there is another 
£22.8 million in the justice budget.  Exact allocations to local authorities and 
community justice authorities for their front-line work in 2010-11 will be 
decided later this year.”13 

24. In the current year an additional £3.5 million is being provided to Community 
Justice Authorities (CJAs) to improve the immediacy and visibility of community 
service.  The Cabinet Secretary confirmed that it was his intention to increase 
these additional monies to £6 million in 2010-11 and to fund this from underspend 
in the Justice portfolio.  The necessary adjustments for 2009-10 are to be made in 
the Autumn budget revisions.   

25. Ruth Ritchie, of the Scottish Government Finance Directorate, explained that 
the additional monies were expected to come from an allocation of funds presently 
marked “CJA Local Initiatives” and “Community Penalty Reviews.”  Together these 
funds came to nearly £7 million and covered initiatives and pilots which were 
considered but not developed.14 

                                            
13 Scottish Parliament Justice Committee. Official Report, 27 October 2009, Col 2318. 
14 Scottish Parliament Justice Committee. Official Report, 27 October 2009, Col 2320. 
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26. Clearly the additional funds are and have been welcomed.  The Committee 
was told by the Association of Directors of Social Work (ADSW) that the monies 
had been spent in slightly different ways across the 32 local authorities, and by the 
Convention of Scottish Local Authorities (COSLA) that the additional resources 
had provided “an opportunity to deal effectively with the backlog and to appoint 
people who were more professionally versed and who could bring a greater quality 
to some projects.”15  An audit of community justice services is planned for 
November this year which should, it is hoped, show significant improvements in 
performance and point those involved in the direction of how best to target the 
further additional monies.  

27. ADSW raised a concern about current funding and about what they saw as a 
lack of consensus on the actual costs of services.  ADSW stated that it based its 
assumptions on unit costs, arrived at by dividing the available amount of monies 
each year by the number of new orders in any given year.  It noted that this did not 
provide an accurate reflection of the actual cost of a service and therefore 
indicated that it would be supportive of any work undertaken to examine, on a 
more accurate basis, the cost of basic services.16 

28. Both COSLA and Unison observed that resourcing was an issue for the 
effective delivery of criminal justice social work services, but neither argued that 
the specific grant to local authorities of £86.5 million in 2010-11 was in itself 
inadequate, despite its representing a real terms cut compared with 2009-10.  
Unison said that a tightening of resources would be most likely to have a 
qualitative, if not a quantitative, effect on service delivery and this was echoed by 
COSLA.  

Committee conclusions 
29. The Committee understands that changes to published spending figures, as 
a result of switching expenditure between programmes within the portfolio in the 
current year, must await the Autumn budget revisions.  However, the Committee 
considers it inconsistent with the principle of budget transparency that there is no 
detail of where the monies will be found in the budget document for the following 
year to meet, what the Cabinet Secretary confirmed, was a specific expenditure 
commitment.  The Committee looks forward to seeing, in due course, a clear 
statement of the proposed switch in resources in the Budget Bill. 

30. Although it is recognised that the outcome of a future Spending Review 
cannot be anticipated, the Committee welcomes the Cabinet Secretary’s 
confirmation that the additional provision for Community Justice Authorities in 
2010-11 will be included in the baseline on which future expenditure decisions will 
be founded.  However the Committee is concerned that beyond this, for now,  
there is little evidence of substantial financial commitment by the Scottish 
Government to increased resources for community sentences other than on the 
basis of emerging underspend on other programmes.  The Committee is not 
confident that this is an adequate platform from which to take forward a policy 
which envisages a greater reliance on community disposals.     

                                            
15 Scottish Parliament Justice Committee. Official Report, 27 October 2009, Col 2303-4.  
16 Scottish Parliament Justice Committee. Official Report, 27 October 2009, Col 2302. 
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Funding for Fire and Rescue Services 

31. Although the Committee did not focus its scrutiny this year on funding for fire 
and rescue services, Ken Ross of the Fire Brigades Union (FBU) was invited to 
give oral evidence as part of a panel of “frontline workers”, comprising union 
representatives.  In his evidence, he expressed two main concerns, firstly that 
“there now appear to be no transparent criteria for determining Fire and Rescue 
Service funding” and secondly that the removal of ring-fenced funding “has 
resulted in guaranteed funding for Fire and Rescue Authorities no longer being 
assured.”17 

32. The Chief Fire Officers Association Scotland (CFOAS) said however that 
revenue funding for fire and rescue services had never been ring-fenced and that 
it did not consider that the arrangements for funding had resulted in detriment to 
the Fire and Rescue Services.18  The Committee is aware that the CFOAS is in 
discussions with COSLA and the Scottish Government on the key principles which 
might in future inform fire capital grant distribution.  

33. On the issue of efficiency savings, the FBU considered that there had been 
progress but that there was further scope for greater sharing of services, including 
recruitment and procurement, and corporate support.  The CFOAS noted that a 
new shared procurement service “Fire Scotland” would be formally established in 
November 2009, and that financial savings had already been achieved.  A project 
had also been established to identify shared services initiatives across the eight 
fire authorities in order to improve the effectiveness of collectively delivered 
services and to improve efficiency.  CFOAS is also exploring the scope for closer 
collaboration between the Scottish Fire and Rescue Services and the Scottish 
Ambulance Service.  The Committee takes note of CFOAS’s view that, although 
efficiency savings had exceeded the 2008-09 target, they would become 
increasingly difficult to achieve.   

Committee conclusions 
34. As with police funding, the Committee hopes that local authorities will 
continue to ensure that Scotland’s Fire and Rescue Services are adequately 
resourced and urges the Cabinet Secretary to work jointly with local government, 
within the terms of the Concordat, to ensure that any obstacles which arise in that 
regard are quickly addressed.  The Committee also urges Fire Authorities to work 
with CFOAS, the FBU and other partners to take forward further work on shared 
services and collaborative service delivery. 

Scottish Prison Service 

35. Prisons spending is planned to increase from £455.1 million in 2009-10 to 
£485.9 million (+6.8%) in 2010-11, equating to a 5.2% real terms increase.  Most 
of the increase in 2010-11 is accounted for by a £28.2 million (cash terms) 
increase in capital spending.  The amount set out in this year’s Draft Budget for 
prisons current spending has been reduced by 1.4% when compared with the 
plans set out last year for 2010-11. 
                                            
17 Fire Brigades Union. Written submission to the Justice Committee. 
18 Chief Fire Officers Association Scotland. Written submission to the Justice Committee. 
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36. Prison running costs are planned to increase from £271 million in 2009-10 to 
£272.7 million in 2010-11, an increase in cash terms of 0.6% but a decrease of 
£4.1 million compared with previous plans.  John Speed of the Prison Officers 
Association (POA) expressed concern over this real terms cut in running costs at a 
time when prison overcrowding remains an issue despite new accommodation 
coming on stream.  

37. The POA pointed out that there had been significant reductions in operational 
staffing over the past decade, while conceding that changes in the prisons estate 
had made strict comparisons difficult.  The staffing reductions reflected efficiency 
savings made by the Scottish Prison Service (SPS).  The POA is working with 
prisons management to identify where any further savings can be made, but the 
POA would not be able to agree to savings which could put health and safety at 
risk and was concerned that a further squeeze on running costs would put greater 
pressure on the prisons service at a time when growing prisoner numbers 
continued to result in overcrowding.  

38. The SPS said that the Assessed Operational Limit (AOL) of Scotland’s 
prisons had not been reached at national level although some prisons had been 
close to or had breached the local AOL for short periods.  The SPS confirmed that 
prisoner numbers are projected to continue to rise and if they do, the prisoner 
population would still exceed design capacity even after taking into account the 
new prison currently under construction at Low Moss, which is due to open in 
2012.   

39. The Cabinet Secretary said that the draft revenue budget for the SPS 
provided a cash increase of £2.6 million compared with 2009-10 and that whilst 
working within the running costs provided was an operational matter for the SPS, 
he agreed that the safety of prison officers had to be paramount.  Notwithstanding 
this, he stated that it was important that all parts of the public sector contributed to 
the Government’s efficiency programme and that the SPS had an excellent record  
of delivering efficiency savings in partnership with the trade unions.  

Committee conclusions 
40. The Committee welcomes the Scottish Government’s continued commitment 
to fund additional capacity and to upgrade substandard accommodation, and 
notes the consistent progress made by the SPS in delivering efficiencies.  The 
Committee would be concerned if the real terms reduction in running costs in 
2010-11 were to put frontline staff at risk or to make it more difficult for them to 
engage constructively with prisoners in the delivery of rehabilitative programmes 
and regimes.  The Scottish Government should therefore keep the running costs 
of the SPS under review and be willing to respond constructively to any 
circumstances which might lead SPS management to consider that a safe and 
effective service was at risk.   

The overall expenditure context and the longer term 

41. The Committee notes from the budget document, and from evidence from the 
Cabinet Secretary for Justice, the Scottish Government’s view that the downward 
revisions to the previously published plans for expenditure on certain programmes, 
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across all Scottish spending areas, were due to cuts imposed by the UK 
Government.  

42. The Committee recognises that these revisions can be seen in the context of 
a tightening of public expenditure at UK level in response to the global financial 
crisis, and also that the downward adjustment of the Scottish budget compared 
with previously published plans reflects both the application in the normal way of 
formula consequentials through the Barnett arrangements, and the effects of the 
re-profiling of capital expenditure between 2010-11 and the previous two years.  

43. The Committee also observes that, despite the revisions to planned 
expenditure for 2010-11, the Scottish Government is maintaining its commitments 
on the funding of police numbers and Police and Fire and Rescue Service 
pensions.  The Committee recognises that some additional monies are being 
provided for community sentences both in 2009-10 and 2010-11 but looking 
further ahead, the Committee is concerned about the prospects for public 
expenditure in the years ahead, given the UK fiscal context and the remedial 
measures which seem likely to be required.  

44. The Committee considers it of utmost importance that the additional 
funding for Police, Fire and Rescue Services, and for improvements in 
community sentences, is fully baselined and protected in the next spending 
review, and that future spending decisions ensure that the Justice portfolio 
continues to be resourced at a level that adequately protects and safeguards 
the public as well as those working in our police, fire and rescue, and prison 
services. 
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EXTRACTS FROM THE MINUTES OF THE JUSTICE COMMITTEE 

26th Meeting, 2009 (Session 3), Tuesday 29 September 2009 

Decision on taking business in private: The Committee agreed to take item 3 in private. 
 
Draft Budget Scrutiny 2010-11 (in private): The Committee received a briefing from its budget 
adviser, Eddie Frizzell, on the Scottish Government's Draft Budget 2010-11. It agreed, subject to 
witnesses' availability, to take oral evidence (1) on funding for community penalties, from the 
Convention of Scottish Local Authorities, the Association of Directors of Social Work and Victim 
Support Scotland; (2) on police budgets and funding, from the Association of Chief Police Officers 
in Scotland, Strathclyde Police and Strathclyde Joint Police Board; (3) from trade unions and 
organisations representing front-line workers in the prisons, police and fire services; and (4) from 
the Cabinet Secretary for Justice and Scottish Government officials. It also agreed to invite written 
evidence from these organisations, community justice authorities, the Scottish Prison Service, the 
Crown Office and Procurator Fiscal Service and the Scottish Court Service. 
 

27th Meeting, 2009 (Session 3), Tuesday 6 October 2009 
 
Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish Government’s 
Draft Budget 2010-11 from— 
 

Chief Constable Pat Shearer, President, and Doug Cross, Chair of Finance Management 
Business Area, Association of Chief Police Officers in Scotland; 
 
Chief Constable Stephen House and Allan Macleod, Director of Finance and Resources, 
Strathclyde Police; 
 
Ken Ross, Scottish Secretary, Fire Brigades Union; 
 
John Speed, Member of the Scottish National Committee, Prison Officers Association; 
 
Calum Steele, General Secretary, Scottish Police Federation; 
 
Dave Watson, Senior Policy Officer, Unison. 

 
28th Meeting, 2009 (Session 3), Tuesday 27 October 2009 

 
Decisions on taking business in private: The Committee agreed to take items 6 and 7 in private. 
 
Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish Government's 
Draft Budget 2010-11 from— 

 
Raymund McQuillan, Vice Convener, Criminal Justice Standing Committee, Association of 
Directors of Social Work; 
 
Councillor Harry McGuigan, Community Well-being and Safety Spokesperson, Convention 
of Scottish Local Authorities; 
 
Jim Andrews, Director of Operations, and Susan Gallagher, Head of Policy and Research, 
Victim Support Scotland; 
 
Kenny MacAskill MSP, Cabinet Secretary for Justice, Robert Gordon, Director General for 
Justice and Communities, and Ruth Ritchie, Team Leader, Finance Programme 
Management: Justice, Scottish Government. 
 

Draft Budget Scrutiny 2010-11 (in private): The Committee considered the main themes arising 
from the evidence in order to inform the drafting of its report to the Finance Committee. 
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29th Meeting, 2009 (Session 3), Tuesday 3 November 2009 
 
Draft Budget Scrutiny 2010-11 (in private): The Committee considered a draft report to the 
Finance Committee on the Scottish Government's Draft Budget 2010-11 and agreed to consider a 
revised draft at its next meeting. 
 

30th Meeting, 2009 (Session 3), Tuesday 10 November 2009 
 
Draft Budget Scrutiny 2010-11 (in private): The Committee considered and agreed its report to 
the Finance Committee on the Scottish Government's Draft Budget 2010-11. In so doing, various 
changes were agreed to, one by division.  
 
Record of division in private: In relation to paragraph 8 of the report, Stewart Maxwell proposed 
that the word “decide” be used in preference to “be able to”.  The Committee divided: Yes 4 (Bill 
Aitken, Angela Constance, Nigel Don, Stewart Maxwell); No 3 (Bill Butler, Cathie Craigie, James 
Kelly). 

 

 

 

 

 



Finance Committee – 7th Report, 2009 (Session 3) – Annexe I 
 

115 

 
 

Local Government and Communities Committee 
 

Report on the Scottish Government's Draft Budget 2010-11 
 
The Committee reports to the Finance Committee as follows— 
 

 INTRODUCTION 

1. The Scottish Government’s Draft Budget 2010-2011 was published on 17 
September 2009. 

2. The Local Government and Communities Committee agreed its approach to 
the Draft Budget at its meeting on 1 September 2009. It agreed to focus its 
scrutiny on the impact of the Draft Budget on the Communities side of its remit and 
on housing and poverty in particular. 

3. On 30 September 2009, the Committee took oral evidence on the impact of 
the Draft Budget on housing from representatives of Shelter, the Scottish 
Federation of Housing Associations and the Chartered Institute of Housing 
Scotland; and on poverty from the Joseph Rowntree Foundation. It also took oral 
evidence from Nicola Sturgeon MSP, Cabinet Secretary for Health and Wellbeing 
on 7 October 2009.  

4. Written submissions were received from Shelter, the Scottish Federation of 
Housing Associations and the Chartered Institute of Housing Scotland.  

5. In addition, correspondence was received from the Cabinet Secretary for 
Health and Wellbeing responding to issues raised by the Committee in its report 
on the Draft Budget for 2009-10, and in response to questions raised by the 
Committee at its meeting on 7 October; and from COSLA in relation to the re-
profiling of capital expenditure from the 2010-11 Budget to fund an increase in the 
Affordable Housing Investment Programme in 2008-09 and 2009-10. 

6. The Committee is grateful to those who provided evidence. 

7. The Committee would also like to thank its adviser, Professor Ronald 
McQuaid of Edinburgh Napier University, for his support and advice throughout the 
budget scrutiny process. 

8. The first part of this report considers the impact of the Draft Budget on 
housing; the second part considers its impact on poverty. 
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HOUSING 

General 

9. The following tables1 set out the total spend on Housing in both cash and real 
terms and a comparison between the spending plans in the current Draft Budget 
and the 2009-10 Draft Budget (in cash terms). 

HOUSING: LEVEL 3 SPENDING IN CASH TERMS, £M 
 2009-10 2010-11 
AHIP 524.9 351.9 
Private Housing 10.2 18.8 
Social Housing 0.5 0.5 
Communities Analytical Services 4.4 4.9 
Scottish Housing Regulator 4.7 4.7 
Tacking and Preventing 
Homelessness 

0.4 0.4 

Energy Assistance Package 50.9 45.9 
Home Insulation 15.0 15.0 
Housing Voluntary Sector Grant 
Scheme 

2.4 2.4 

Less Income -30.0 -30.0 
Total 583.4 414.5 
 
HOUSING: LEVEL 3 SPENDING IN REAL TERMS, £M 
 2009-10 2010-11 
AHIP 524.9 346.7 
Private Housing  10.2 18.5 
Social Housing  0.5 0.5 
Communities Analytical Services  4.4 4.8 
Scottish Housing Regulator  4.7 4.6 
Tacking and Preventing 
Homelessness 

0.4 0.4 

Energy Assistance Package  50.9 45.2 
Home Insulation  15.0 14.8 
Housing Voluntary Sector Grant 
Scheme  

2.4 2.4 

Less Income -30.0 -29.6 
Total  583.4 408.4 
 
HOUSING: COMPARISON OF SPENDING PLANS IN THE 2009-10 DRAFT 
BUDGET AND DRAFT BUDGET 2010-11, CASH TERMS, £M 
 Plans Draft 

Budget
Change 

£m
Change % 

AHIP  370.4 351.9 -18.5 -5.0% 

                                            
1  Scottish Parliament Information Centre. (2009) Draft Budget 2010-11: Local Government and 
Communities Committee.  SPICe Briefing 09/68. Available at: 
http://www.scottish.parliament.uk/business/research/briefings-09/SB09-68.pdf [Accessed 4 
November 2009]          
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Private Housing  25.2 18.8 -6.4 -25.4%
Social Housing  0.5
Communities Analytical 
Services  

4.9
4.9

0.5 10.2%

Scottish Housing 
Regulator  

4.7 4.7 0.0 0.0%

Tacking and Preventing 
Homelessness 

0.6 0.4 -0.2 -33.3%

Energy Assistance 
Package  

45.9 45.9 0.0 0.0%

Home Insulation  n/a 15.0 15.0 New line

Housing Voluntary Sector 
Grant Scheme  

2.4 2.4 0.0 0.0%

 
10. The Committee notes that the 2010-11 Affordable Housing Investment 
Programme (AHIP) budget is reduced due to the repayment of £80m accelerated 
to the 2009-10 Budget and £40m to 2008-09 as part of the Scottish Government’s 
Economic Recovery Programme. Without this accelerated funding of £120m, there 
would have been an increase in the AHIP budget in 2010-11 of £27m (or 6%) 
compared to 2009-10. This is, however, still an £18.5m (or 5%) decrease from the 
planned expenditure that was set out in the 2009-10 Draft Budget. This reflects the 
accelerated funding (as part of the total acceleration of £120 million) that took 
place following the publication of the 2009-10 Draft Budget. 

11. The Committee also notes that in March 2009, the Scottish Government 
published its planned AHIP expenditure for 2009-10 totalling £644 million.2 The 
Draft Budget in 2010-11 shows a total AHIP allocation of £524.9m, however this 
does not include £119.1m of investment in housing for Edinburgh and Glasgow 
which is allocated separately from the Central Government Grants to Local 
Authorities budget.3  

12. The Committee notes that over the three years of the Comprehensive 
Spending Review (2008-09 to 2010-11) the total AHIP budget (in cash terms) has 
remained constant, although re-profiling has changed the years in which the 
budget is allocated:  

AHIP £m Budgets as at the 2008-
09 Draft Budget 

Budgets as at the 2010-
11 Draft Budget and the 
Spring Budget Revision 
2008-09 

2008-09 373.9 412.2
2009-10 446.7 524.9
2010-11 472.1 351.9
Total  1292.7 1289.0

                                            
2 Scottish Government. (2009) Affordable Housing Investment Programme - 2009-10. Scottish 
Government. Available at: http://www.scotland.gov.uk/Topics/Built-
Environment/Housing/investment/ahip/ahip-2009-10/ [Accessed 4 November 2009]     
3 Scottish Government. (2009) Draft Budget 2010-11, p.73. Scottish Government. Available at:  
http://www.scotland.gov.uk/Publications/2009/09/17093831/0 [Accessed 4 November 2009]       
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Edinburgh and 
Glasgow allocation 
(2008-11)  

357.3 357.3

Total  1650 1646.3
 

13. The Committee notes that the total budget of £1650m set out in column 1 of 
the table above includes £3.7m transferred for housing-related surveys and 
research from AHIP into the Communities Analytical Services budget. 

14. As the overall AHIP budget has not changed, the total numbers of affordable 
housing units provided over the three years should remain similar to that originally 
envisaged in 2008. However, the current economic circumstances suggest that the 
demand for low cost affordable housing is likely to increase as unemployment is 
expected to rise. Also, there is less private sector building and associated social 
housing from planning gain, although counter to this land and building costs are 
likely to fall and houses previously for sale may be put on the rental market. The 
Committee considers it important therefore for the situation to be constantly 
monitored.  

15. The Committee also believes that it is important for the Scottish 
Government to consider the way in which the AHIP is spent, for example on 
the housing association grant, council house building, the low-cost initiative 
for first time buyers and other grants. Account also needs to be taken of 
impacts on the availability and type of affordable housing and the effects on 
construction employment. 

16. The Committee notes increases of £0.5 million in the Communities Analytical 
Services budget or 11.4% and in the Private Housing budget of £8.6 million or 
84.3%. There is no change in the remaining budget lines.  

17. Whilst there is an increase in cash terms in the Private Housing budget 
(previously Modernising Private Sector Housing) from the budget for 2009-10, this 
is a decrease of £6.4m or 25.4% from the planned expenditure for 2010-11 as set 
out in the 2009-10 Draft Budget. According to the Cabinet Secretary, this is as a 
consequence of the £5bn of efficiency savings arising from the 2009 UK Budget 
consequentials. She told the Committee that the Scottish Government has— 

“A capital budget that is £129 million less than we thought that it would be, 
because of the Westminster cut.”4  

 
18. The Scottish Government committed in its Draft Budget of 2008-09 (following 
a Comprehensive Spending Review) to spending £1.65 billion on housing over the 
next 3 years.5 This it has been able to maintain. Gavin Corbett, Head of Policy at 

                                            
4 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2474. 
5 Scottish Government. (2007) Scottish Budget Spending Review 2007. Scottish Government. 
Available at: http://www.scotland.gov.uk/Publications/2007/11/13092240/0 [Accessed 4 November 
2009] 
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Shelter called for further investment however in view of the current economic 
situation— 

“…one could argue that for the Government to have maintained the budget at 
£1.65 billion is a victory of sorts. The present circumstances are different 
from those of 2007 – private outputs have slumped dramatically – and the 
strong argument can therefore be made that the affordable housing budget 
for 2010-11 should be significantly enhanced.”6  

19. In its written submission, Shelter added— 

“…when the rephasing of the Budget was first announced in August 2008, it 
was assumed that, by now, the private market would have picked up again. 
This has not happened. The case for public investment is as pressing as it 
was then.”7 

 
20. Witnesses also expressed some concern about the recession and its impact 
on funding for housing infrastructure and the continuing pressure both on housing 
providers to provide housing, and on the funds available. 

21. The Cabinet Secretary acknowledged the concerns and the difficulties in the 
current climate in securing infrastructure funding. She told the Committee that the 
issue had been raised and discussed by the Housing Supply Task Force and that 
the Scottish Government was now considering a range of options to address the 
issue.8 

22. The Committee notes the position as set out by the Cabinet Secretary. 
However, it believes that progress needs to be made quickly in light of the 
pressures faced by housing providers and the concerns that exist in relation 
to infrastructure funding in the current financial climate. The Committee 
recommends therefore that the Scottish Government should publish the 
outcome of its consideration of the range of options as a matter of urgency. 

Affordable Housing Investment Programme (AHIP) 

23. The overall economic context is one of the banking crisis and possibly the 
deepest recession in construction and housing in at least half a century. 
Households in mortgage arrears appear to be increasing, house prices remain 
fairly high relative to historic levels and access to mortgages is difficult, especially 
for first time buyers due for instance to large deposits being required. This is likely 
to affect the demand for the Low-cost Initiative for First Time Buyers and the 
Homeowners Support Fund.  

24. AHIP funds both housing for rent and low cost home ownership. The majority 
of funding is provided to Registered Social Landlords in the form of Housing 
Association Grant. AHIP is also used to provide assistance for first time buyers 

                                            
6 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September  2009, Col 2398. 
7 Shelter. Written submission to the Local Government and Communities Committee 
8 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2454. 
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through the Low-cost Initiative for First Time Buyers (LIFT) and to homeowners 
through the Homeowners Support Fund, which includes Mortgage to Rent and 
Mortgage to Shared Equity. 

25. Whilst AHIP funds a number of different housing programmes, the 
Committee notes that the Draft Budget only provides information on AHIP as a 
whole.  

26. The Committee recommended in its report on the Draft Budget 2009-10 
that— 

“…in future draft budgets, the Scottish Government should make available 
more detailed information on the Affordable Housing Investment 
Programme and the outputs it will provide, to aid transparency and 
Parliamentary scrutiny”.9 

 
27. In response to the Committee’s 2009-10 report, the Cabinet Secretary for 
Health and Wellbeing informed the Committee that— 

“The difficulty in providing more detailed information on the Affordable 
Housing Investment Programme is that, at the point the draft budget is 
published, the programme for the relevant year will not have been decided 
by Ministers. However, we would be happy to consider with you how best to 
provide more detailed information to the Committee. For instance, we could 
ensure that, before the budget evidence session, the Committee had up to 
date information on the progress of the Programme in the current year; and 
also provide details of the following year's programme as soon as it was 
announced.”10 

 
28. The Minister for Housing and Communities provided the Committee with a 
copy of the AHIP out-turn for 2008-09 on 10 August.11 However, the Cabinet 
Secretary for Health and Wellbeing told the Committee that the outturn report on 
the Programme for 2009-10 would not be published until later in the current 
financial year.12  

                                            
9 Scottish Parliament Local Government and Communities. 2008 (Session 3) Report to the Finance 
Committee on Stage 2 of the 2009-10 Budget Process. Available at: 
http://www.scottish.parliament.uk/s3/committees/finance/reports-08/fir08-07-vol2-05.htm#annI 
[Accessed 4 November 2009] 
10 Scottish Government. (2008) Response to Local Government and Communities report to the 
Finance Committee report on Stage 2 of the 2008-09 Budget Process. Available at: 
http://www.scottish.parliament.uk/s3/committees/lgc/inquiries/ScottishBudget/GovernmentRespons
eNS.pdf [Accessed 4 November 2009] 
11 Scottish Government. (2009) Affordable Housing Investment Programme 2008-09 Out-turn 
Report. Scottish Government.  Available at: 
http://www.scotland.gov.uk/Topics/Statistics/Browse/Housing-Regeneration/HSfS/AHIP0809Report 
[Accessed 13 November 2009] 
12 Scottish Government. Letter from the Cabinet Secretary for Health and Wellbeing to the 
Convener of the Local Government and Communities Committee dated 20 September 2009. 
available at: http://www.scottish.parliament.uk/s3/committees/lgc/inquiries/ScotBudget10-
11/CabSecHandW.pdf [Accessed 13 November 2009]  



Finance Committee – 7th Report, 2009 (Session 3) – Annexe I 
 

121 

29. The Committee is concerned that the AHIP outturn report for 2009-10 is 
not available at this point in the Budget process as it is would have found it 
helpful to have been able to consider the impact that accelerated funding in 
particular has had on AHIP and to be able to draw conclusions. 

30. In view of the commitment the Scottish Government made in its 
response to the Committee’s 2009-10 report on the Draft Budget to consider 
how best to provide more detailed information to the Committee, the 
Committee recommends that the Scottish Government gives further 
consideration as to how this might be done to assist the Committee during 
the Budget process. 

31. The Committee further recommends that the Scottish Government 
provides the Committee with AHIP outturn information for 2009-10 as quickly 
as possible. 

32. Although acknowledging that the AHIP budget has remained stable 
over the Comprehensive Spending Review period, in looking ahead the 
Committee is concerned about the potential impact that the reduced AHIP 
budget in 2010-11 due to reprofiling may have on the future development 
programme, particularly at a time when demand for low cost affordable 
housing is likely to increase.  

 Accelerated funding 

33. Andrew Field, Deputy Chief Executive of the Scottish Federation of Housing 
Associations (SFHA) welcomed the acceleration of funding of £40 million in 2008-
09 and £80 million in 2009-10— 

“The relatively small amount of money that was brought forward into the 
programme for last year and this year has led to a substantial difference in 
the number of homes that it has been possible to build. It has had a 
substantial effect on the economics of the building industry and 
apprenticeships and it should be considered by Parliament as very 
worthwhile.”13  

 
34. Nick Fletcher, Head of Policy and Public Affairs at the Chartered Institute of 
Housing Scotland also supported the accelerated funding— 

“It has driven up the number of affordable houses that have been built, and 
it has protected jobs and allied industries.”14   

 
35. In terms of construction industry jobs, the Cabinet Secretary for Health and 
Wellbeing told the Committee that— 

“The fact that, in the midst of the deepest and worst recession for a long 
time, job losses have occurred in the construction sector is deeply 

                                            
13 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col.2391. 
14 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2391. 



Finance Committee – 7th Report, 2009 (Session 3) – Annexe I 
 

122 

regrettable, but it does not in itself mean that the accelerated capital and 
the steps that the Government is taking through its economic recovery 
programme have not protected jobs. The job losses would have been 
higher if we had not taken those steps.”15  

 
36. In an e-mail to the Committee following the meeting with the Cabinet 
Secretary, the Scottish Government confirmed that— 

“…5,000 jobs are being supported through the accelerated spend across 
the Scottish Government, of which 2,000 are due to the accelerated 
housing spend.  Of those 2,000, 1200 are directly within the construction 
sector, with the rest in other parts of the Scottish economy.”16 

 
37. The Committee explored how the accelerated funding had been spent in 
each of the years 2008-09 and 2009-10. In terms of 2008-09 (£40 million), the 
Cabinet Secretary told the Committee that— 

“11 million was spent on land acquisition – some of the land is being used 
this year to support site starts - £8 million was used to support immediate 
construction, and £13.5 million was used for off the shelf purchases, which 
have all helped to secure jobs in the private building sector.”17  

 
38. The Cabinet Secretary added that some of the remaining £7 million went to 
the home owners support fund and £2 million went to the Devenha18 project (a 
bulk procurement initiative).19 

39. The Committee notes from the information provided that this suggests that 
20% was spent directly on immediate construction, and 27.5% on land purchases 
which assists future construction. 

40. In terms of actual build starts in 2008-09 as a result of the accelerated 
funding, the Scottish Government confirmed the following in an e-mail20 to the 
Committee:  

21 sites were purchased in 2008-09 using accelerated funding, as reported 
on the Scottish Government website.21   
 

                                            
15 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2455. 
16 Scottish Government. E-mail from Scottish Government officials dated 15 October 2009. 
17 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2455. 
18 DTZ Pieda Consulting and the School of the Built Environment, Heriot Watt University. (2006) 
Evaluation of Devanha Bulk Procurement Initiative. Available at: 
http://www.scotland.gov.uk/Resource/Doc/1125/0086313.pdf [Accessed 4 November 2009]     
19 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2459. 
20 Scottish Government. E-mail from Scottish Government officials dated 15 October 2009. 
21  Scottish Government. (2009) Affordable Housing Investment Programme 2008-09 Out-turn 
Report. Scottish Government. Available at: 
http://www.scotland.gov.uk/Topics/Statistics/Browse/HousingRegeneration/HSfS/AHIP0809Report 
[Accessed 16 November 2009] 



Finance Committee – 7th Report, 2009 (Session 3) – Annexe I 
 

123 

The following 7 sites have had construction tenders approved and work is 
underway: 
 

Dumfries & Galloway – Volume Procurement 
Stranraer 

312 

Dumfries & Galloway – Wigtown 10 
Falkirk – Larbert, Torwoodlea 43 
East Dunbartonshire – Bishopbriggs East 30 
Angus – Thistle Street, Carnoustie 21 
East Dunbartonshire – St Flannans 
Kirkintilloch 

12 

East Renfrewshire – St Marys Barrhead 12 
TOTAL 440 units 

 
A further 5 sites have projects planned for approval in 2009/10: 
  

Highland – Fort William 8 
Highland – Munlochy, Rossshire 7 
Highland – Kyleakin 11 
Perth & Kinross – Burrelton 16 
Argyll & Bute – Dunbeg, Oban 150 
TOTAL 192 units 

 
Work on the remaining 9 sites will start as soon as possible, subject to 
available resources.  

 
41. The Committee notes the details provided, but seeks further 
information from the Scottish Government as soon as possible and before 
the debates on the Draft Budget, on whether any of the projects listed above 
were already in a state of readiness, for example with approvals in place, 
which would have allowed projects to have been progressed in a relatively 
short period of time. 

42. In terms of how the accelerated funding for 2009-10 (£80 million) was spent 
however, the Committee was disappointed to note from the Cabinet Secretary for 
Health and Wellbeing’s evidence that the Scottish Government is unable to 
provide a breakdown of this as it was— 

“mainstreamed into the overall affordable housing investment project 
budget, so it is part of the mainstream allocations for registered social 
landlords.”22  

 
43. The Committee notes the commitment given by the Cabinet Secretary to 
produce an outturn report for the current year so that the distribution of the £80 
million in 2009-10 can be seen.23  

                                            
22 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2459. 
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44. The Committee would like to have been in a position during its 
consideration of the Draft Budget to have considered and commented on 
how the £80 million of accelerated funding in 2009-10 was spent. Given that 
this information is not available however, it is unable to do so. 

45. The Committee welcomed the decision to accelerate funding for 2008-
09 and 2009-10 and notes the welcome that has been given by witnesses. It 
notes that the acceleration was confirmed between the Scottish Government 
and the UK Government when it was predicted that the current economic 
downturn would last around 18 months. In addition, the terms of the 
agreement on acceleration were that money would be accelerated over 2 
years but would be repaid over one year. The Committee is concerned 
therefore about the implications arising from a reduced housing budget in 
2010-11 given that the economic difficulties remain.  

46. Gavin Corbett from Shelter argued however, that in the midst of a recession, 
consideration should be given to the further acceleration of funds from future 
years— 

“Arguably, we can take money from future years now, as the private market 
will pick up sufficiently by those future years to ensure that we do not lose 
the construction jobs we would otherwise lose…some of the jobs will be 
back in the private market by then.”24  

 
47. The Cabinet Secretary acknowledged that the Scottish Government could not 
go on accelerating capital indefinitely, but accepted that— 

“…there is a strong argument that, while we are still in the current economic 
climate, we should accelerate further into 2010-11 rather than further choke 
the recovery.”25  

 
48. As previously indicated, the Committee welcomes the acceleration of 
£120 million from 2010-11 to 2008-09 and 2009-10 in view of the economic 
situation prevalent at the time. It also recognises however that continually 
accelerating money is not a means by which the Scottish Government’s 
housing programme should be run.  

49. The Committee believes however that in light of the continuing 
economic situation, the Scottish Government should seek from the UK 
Government the further acceleration of funds for housing for one more year. 
It agrees with the view expressed by witnesses that housing is a good area 
for capital investment, and that AHIP should be a core element of the 
Scottish Government’s economic recovery plan. The Committee considers 
however that any further acceleration should take into account the impact 
on the 2010-11 Budget from having to pay back 2 years accelerated monies 
                                                                                                                                    
23 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2459. 
24 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2390. 
25 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2453. 
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in 1 year, and that any acceleration should be conditional on the basis that 
there are clearly defined objectives such as building affordable homes and 
sustaining jobs. 

50. The Committee recognises that the precise impacts of any acceleration 
or change in AHIP will vary due to the composition of AHIP expenditure, or 
the Scottish Government’s preference for this; the level of leveraging in the 
AHIP budget may have from other sources of resources (e.g. local authority 
land banks, RSL reserves etc.); future developments by the house building 
industry; and changes in the future demand for affordable housing. 
However, the overall impact of acceleration would be to increase the supply 
of affordable housing and construction employment, at least in the short 
term. 

51. In terms of planning, Brian Gegan, Chairman of the SFHA, suggested that 
when considering accelerating budgets in the future, the Scottish Government and 
others should be thinking in 3 year timescales, where if funding is to be 
accelerated in year 1, consideration should also be given then to the impact that 
this will have in years 2 and 3.26  

52. He told the Committee that it needed to be borne in mind that a housing 
project takes 3 years from inception to completion – 

“The first involves identifying the site, buying the land and getting the 
necessary agreements with the local authority that the proposal meets all 
the local requirements. The second year is about design and getting the 
various consents, and the third year is about building the project.”27 

53. The Cabinet Secretary for Health and Wellbeing agreed that the more long-
term certainty that there is, the better, adding that she thought the suggestion 
about 3 year funding was well made. She did point out however the constraint of 
not having certainty about future budgets.28  

54. The Committee acknowledges that benefits have arisen as a result of 
acceleration in 2008-09. It recognises however that following acceleration 
there will be a period of deceleration where money is not available, and 
acknowledges the possible impact that this might have, for example in 
housing supply not being able to meet demand. The Committee believes 
therefore that every effort should be made when agreeing further 
acceleration, to plan ahead for when deceleration arises. 

55. In this regard, the Committee believes that the Scottish Government 
should, with the UK Government, consider the longer term impact of 
acceleration particularly in those years where money has to be repaid. The 

                                            
26 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2402. 
27 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2392. 
28 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2461. 
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Committee agrees with the suggestion made by the SFHA that the Scottish 
Government should plan in 3 year cycles.  

Delivering Affordable Homes 

56. The Committee notes that the Scottish Government’s target is to approve 
(not build) 21,500 new affordable homes between 2008 and 2011. The Cabinet 
Secretary for Health and Wellbeing acknowledged that meeting the target would 
be challenging given the current economic climate, however she stated that— 

“…we are focused on ensuring that we meet the overall approvals target 
and that we increase the supply of new build for rent.”29  

 
57. In its written submission, SFHA said—  

“The draft housing budget falls short of enabling developers to develop the 
10,000 affordable homes per year that we and other trade bodies believe 
are needed in Scotland.”30 

 
58. Nick Fletcher from the Chartered Institute of Housing Scotland acknowledged 
the level of investment in affordable housing by the Scottish Government. He said 
that whilst the £1.65 billion — 

“… is a record investment in affordable housing…it is not enough to build 
10,000 homes a year. If the amount of money that comes in falls away and 
a gap appears, fewer homes will be built in the next few years. Therefore, it 
will be a bit more challenging to meet housing need and achieve the 2012 
target of every homeless household having the right to a house as well as 
meeting the needs of others on the housing waiting lists.”31  

 
59. The Cabinet Secretary for Health and Wellbeing agreed that whilst there is a 
need to increase the rate of new build there had to be a debate about the target 
figure for new-build social rented homes required in order to meet need. She 
added that there was also a need to look at other ways of meeting housing need, 
for example through more effective use of the private rented sector.32  

60. The Committee considers that the presentation of information on the 
numbers and types of housing units approved and completed and how this relates 
to housing need, should be clarified. The Committee notes that the Scottish 
Government's target of 21,500 affordable homes includes low cost home 
ownership homes and a mixture of homes for social rent, for mid rent and for 
purchase through shared equity. The Cabinet Secretary confirmed that the 6,260 

                                            
29 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2466. 
30 Scottish Federation of Housing Associations.  Written submission to the Local Government and 
Communities Committee  
31 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2396. 
32 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2466. 
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completions figure is the total in the AHIP budget and includes a combination of all 
these types of affordable homes. She added that— 

“In 2008-09, there were 4,913 social sector new-build completions, if we take into 
account registered social landlords and local authority build that was supported by 
Government subsidy.”33 

61. The Committee acknowledges that there is a further debate to be had on how 
many new homes should be for rent and how many should be from, for instance, 
shared equity or other sources. In this regard, the Cabinet Secretary stated that— 

”I absolutely agree with Shelter and other stakeholders that we need to increase 
the rate of new build, which is what we are trying to do. However, there is a debate 
to be had about the target figure for the new-build social rented homes that we 
require in order to meet need. Shelter and other organisations say that 10,000 new 
builds are required to meet the homelessness target, but I suggest that although 
new build is part of that process, other factors are also important. It is not all about 
new-build supply; it is also about what councils do to prevent homelessness, better 
and more effective use of the private rented sector and so on. 

As I say, there is a healthy debate to be had on that, but we are focused on 
ensuring that we meet the overall approvals target and that we increase the supply 
of new build for rent.”34 

62. The Committee asks the Scottish Government to provide it with annual 
approval and completion figures from 2008-09 for the different forms 
of housing supported by AHIP (e.g. housing for social rent plus how many of 
these were new build or purchased from developers); and its expectations 
and preferences for future years in order to meet its affordable housing 
targets.  

63. In terms of the cost of building new affordable homes and the level of public 
subsidy involved, the Committee noted, in its written submission, that the SFHA 
had indicated that “if all 10,000 homes were to be built for affordable rent, and if 
they were all built by housing associations, then at current costs, it would require 
an average public subsidy of £78,000 per unit (at a total cost of £780 million).35 

64. The subsidy available to local authorities on the other hand to build these 
homes would be £25,000 each. The Committee questioned whether on that basis 
Councils were delivering more for the Scottish Government’s expenditure than 
housing associations. Brian Gegan from the SFHA urged caution however in 
relation to the lower figure arguing that— 

                                            
33 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2466. 
34 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2466. 
35 Scottish Federation of Housing Associations. Written submission to the Local Government and 
Communities Committee. 
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“…we are comparing apples and oranges. They are two very different 
funding streams and two different kinds of organisations with different 
resources.”36  

 
65. Andrew Field from the SFHA further argued that— 

“…£25,000 is not how much a unit of housing costs a council; it is the level 
at which, when it established the pilot, the Government said that councils 
must come in. That is what the Government told them. It was not a question 
of how much each unit costs.”37  

 
66. In terms of local authority housing, the Cabinet Secretary for Health and 
Wellbeing told the Committee that the Scottish Government had approved 1300 
council houses this year which was “…achieved at a much lower rate of public 
subsidy than goes to Registered Social Landlords for example.”38 The Committee 
recognises however, that in this situation, “public subsidy” means “Government 
subsidy.” 

67. In terms of the sustainability of providing further local authority homes 
however, the Cabinet Secretary told the Committee that no decisions had yet been 
taken with regard to future provision. The Scottish Government had allocated 
around half of the £50 million that had been set aside to kick-start the council 
house building programme and the Cabinet Secretary indicated that the remainder 
of the programme would be announced shortly. She added— 

“We have to consider the borrowing capacity of local authorities as well as 
availability and the appetite of authorities to do more. We will take that into 
account in reaching decisions about the future.”39  

 
68. The Committee notes the debate over the different levels of subsidy 
that are available to local authorities and to housing associations to build 
homes and that it has been argued that the level of subsidy cannot be 
properly compared. It also notes that there are different routes through 
which subsidies can come for example from central government and also 
from local government. The Committee therefore asks the Scottish 
Government to clarify the position with regard to the different levels of 
public subsidy and the effect of this on council house building. It also seeks 
clarification of the position with regard to the relative costs of building a 
housing unit from different providers in different areas. As part of this, the 
Committee would welcome figures on the full costs of any public or RSL 
subsidies including, for example, land or specialist services provided at 
below market prices. 

                                            
36 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September  2009, Col 2413. 
37 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2414. 
38 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2462.  
39 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2464. 
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69. The Committee also asks the Scottish Government to provide further 
information on targets and expectations in relation to council house building 
over the next 2 years. It notes that the Cabinet Secretary indicated that 
building more homes might depend on the availability of land and finance. 
The Committee questions therefore how sustainable the current levels of 
council house building will be over the next 2 years, when set against a 
financial climate where there is a tightening squeeze on public finances, and 
where local authorities may not be able to go into the market place to borrow 
money due to capital spending constraints. 

70. The Cabinet Secretary for Health and Wellbeing was aware that there were 
substantial amounts of money being held in reserves by Registered Social 
Landlords but recognised that a lot of this was required for other purposes, such 
as meeting the housing quality standard. However, she acknowledged— 

“It may well be that more of those resources could be put to work in 
delivering new housing. We will continue to work with the sector to ensure 
that the resources currently available are being used as efficiently and 
effectively as possible. We are also considering as imaginatively as we can 
where new and untapped sources of finance might be available.”40  

 
71. In terms of further investment in house building, the Committee welcomes the 
news that the European Investment Bank (EIB) will be making £50 million of 
funding available to Registered Social Landlords in Scotland this year. It notes that 
the aim is to allocate the funding through the EIB and its partner agency for 
distributing the funds, the Housing Finance Corporation, before the end of the 
year.41  

72. The Committee notes that the actual total level of potential leverage (e.g. 
Housing Association reserves, available local authority land, EIB monies) is 
unclear. However, it appreciates that this is a potentially significant issue as 
different levels and types of leverage mean that different numbers of housing units 
might be constructed or made available for a given level of Scottish Government 
housing expenditure. 

73. The Committee acknowledges that there are different levels of reserves 
being held by Registered Social Landlords, and that these are used for a 
variety of purposes such as meeting the housing quality standard and 
planned maintenance. However, the Committee is interested to see the 
picture across Scotland with regard to the levels of reserves held by 
different housing associations and other areas of potential leverage. The 
Committee therefore asks the Scottish Government to provide it with this 
information.  

                                            
40 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2464. 
41 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2474. 
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Tackling and preventing homelessness 
 
74. The delivery of more homes will of course have an impact on tackling and 
preventing homelessness. 

75. The Committee notes that the budget line on tackling and preventing 
homelessness is effectively unchanged in 2009-10 and 2010-11. Although the 
Draft Budget sees a decrease in 2010-11 of £0.2m (33.3%), this results from the 
transfer of £0.2m into the local government settlement in the Autumn Budget 
Revision 2008-09.42 It should also be noted that much of the work in this area is 
carried out through local authorities and their budgets. 

76. The Scottish Government’s target is to abolish homelessness by 2012. 

77. The Cabinet Secretary for Health and Wellbeing told the Committee— 

“The 2012 homelessness target has always been challenging and remains 
so. We are committed to it – there is absolutely no question about that – and 
are confident that we are making progress towards achieving it…recent 
statistics showed that more than 80% of homelessness applications are now 
assessed as priority, which is an increase on the level of 2007-08, and that 
14 councils have reached or exceeded their 2009 interim target.”43  

78. However, Gavin Corbett from Shelter warned that— 

“If we do not increase investment in affordable homes, and ensure that lets 
flow from that investment, the 2012 target will not be unmeetable but it will 
have to be met by placing significantly more people in temporary 
accommodation. That would cost around £70 million a year in Scotland 
which would be wasted money.”44  

 
79. Andrew Field from the SFHA agreed with this assessment, adding that if 
fewer homes were to be built as a result of a reduction in the housing budget— 

“It will be a bit more challenging to meet the housing need and achieve the 
2012 target of every homeless household having the right to a house, as 
well as meeting the needs of others on the housing waiting lists. The lists 
have been getting longer, as more people apply for housing. If we are not 
able to put more money into the affordable housing budget, we will find it 
increasingly difficult to meet the needs of groups of people whose needs we 
are already not good at meeting.”45  

                                            
42 Scottish Government. (2008) Scotland's Budget Documents: The 2008-09 Autumn Budget 
Revision to the Budget (Scotland) Act for the year ending 31 March 2009. Scottish Government. 
Available at: http://www.scotland.gov.uk/Publications/2008/10/22093436/1 [Accessed 4 November 
2009] 
43 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2469. 
44 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2397. 
45 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2396. 
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80. He added that whilst housing supply is an important component in helping to 
meet the 2012 target, other factors would also be critical including advice services, 
which are not capital funded.46  

81. The Committee notes that local authorities were required in March 2009 
to submit interim progress reports on meeting the 2012 homelessness 
targets. It further notes that an assessment of the data provided was 
published by the Scottish Government on 4 September 2009.47 The 
Committee seeks the view of the Scottish Government with regard to how it 
considers that future AHIP investment reflects the progress of individual 
local authorities in meeting the 2012 homelessness target. 

82. The Cabinet Secretary for Heath and Wellbeing explained the Scottish 
Government’s position on the allocation of Affordable Housing Investment 
Programme (AHIP) funding in relation to tackling homelessness— 

“As much as possible we try to target resources for new build to the areas of 
highest need. Through the remainder of the year, we will consider how to 
allocate the AHIP budget for next year to different parts of the country. How 
close different areas are to meeting the homelessness target and where the 
highest need is will be factors in directing that funding.”48  

83. In an e-mail to the Committee, the Scottish Government provided the 
following statistics in relation to how AHIP allocations for 2009-10 took account of 
the 2012 homelessness target— 

“2009-10 allocations were enhanced as follows for the 8 Councils identified 
at the time as having the greatest challenge to meet the 2012 
Homelessness target:- 
 
 East Dunbartonshire £3.0m 
 East Lothian   £3.0m 
 Edinburgh   £5.4m 
 Moray    £3.0m 
 Clackmannanshire  £2.0m 
 Falkirk    £2.0m 
 Orkney Islands  £2.0m 
 Stirling   £2.0m 
 
The first 4 Councils also ranked as priorities in terms of overall housing 
shortfalls – hence the greater enhancements.”49 

 

                                            
46 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September  2009, Col 2396. 
47 Scottish Government. (2009) Operation of the Homeless Persons Legislation in Scotland: 2008-
09. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2009/09/03122620/0 [Accessed 16 November 2009] 
48 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2469. 
49 Scottish Government. E-mail from Scottish Government officials dated 15 October 2009. 
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84. On the basis of the Scottish Government’s assessment of the interim 
progress reports submitted by local authorities on meeting the 2012 
homelessness target, the Committee considers that achieving the target will 
be extremely challenging, especially when set against a backdrop of the 
current and continuing financial difficulties. The Committee considers 
however that achieving the target should remain a priority for the Scottish 
Government. 

 EFFICIENCIES 

85. The Cabinet Secretary for Health and Wellbeing told the Committee that in 
terms of getting the most out of the housing budget, there was a need to continue 
to drive efficiencies to ensure that the Scottish Government gets as many “bangs 
for bucks” as possible suggesting— 

“We must continue to drive efficiencies, whether in the level of Housing 
Association Grants (HAG), the steps that the sector is taking to become 
more efficient, or the work that we have set in train on greater collaboration 
and making efficiencies through procurement.”50  

 
86. The Cabinet Secretary added that— 

“The efficiency agenda is alive and kicking. It is not about “crude cuts”, as I 
have heard it described, but about ensuring that we get as many houses as 
possible for our investment, particularly in this tight financial climate 

87. In the Scottish Government Efficiency Delivery Plans for the 2008-11 
Efficiency Programme,51 the efficiencies for AHIP are defined as: 

“Savings will be made in AHIP by reducing the average amount of grant per 
approved unit of affordable housing. This will be achieved, in the first 
instance, by revising the allowances and assumptions that are used to 
calculate how much grant is payable to RSLs for affordable rented houses; 
and, thereafter, by promoting competition amongst housing providers seeking 
to secure grant. 

The calculation will be as follows: Average grant per unit for the year 2007/08 
minus Average grant per unit (per year for the period 2008/09 to 2010/11) 
multiplied by the Number of Unit Approvals (per year for the period 2008/09 
to 2010/11). This calculation will be undertaken every year in order to 
calculate annual savings.” 

88. The outputs to be measured are the number of new or improved affordable 
houses grant aided through AHIP. 

                                            
50 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2453. 
51 Scottish Government. (2008) Efficiency Delivery Plans - March 2008, for the 2008-11 Efficiency 
Programme. Scottish Government. Available at:  
http://www.scotland.gov.uk/Publications/2008/03/EDPMarch2008 [Accessed 16 November 2009] 
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89. The Committee accepts that while this will provide useful information, it 
would welcome more detailed information on efficiencies, such as changes 
due to falling land or construction prices and efficiencies within RSLs’ 
administration. 

90. In oral evidence, the Committee asked Shelter, SFHA and the Chartered 
Institute for Housing Scotland how more houses could be built within the limits of 
the existing budget. In discussion, the following suggestions were made: 

• There should be better collaboration between local authorities and housing 
associations who should work much more closely together to identify locally 
what housing is needed and which of them can best procure the necessary 
sites. 

 
• Assemble and create service sites and share public sector sources of land 

to help ensure more homes for public money. 
 

• Streamline the Housing Association Grant (HAG) and reduce the 
bureaucracy surrounding it. 

 
• Create a rolling infrastructure fund which housing associations and the 

private sector can dip into and repay as sales take place or as rental 
income is received. 

 
• Make affordable housing a compulsory part of local authority planning 

processes. 
 

• Facilitate the speed with which housing associations can purchase off-the-
shelf developments from private developers.52  

 
91. The Committee fully supports the need to drive efficiencies. Also, given 
the fragility of both the economy and the construction industry, the 
Committee also supports initiatives to explore other sources of funding and 
the identification of assets which might help secure further leverage in terms 
of securing funding.  

92. The Committee invites the Scottish Government to consider the 
suggestion made in evidence for the establishment of a rolling infrastructure 
fund, and to inform the Committee of the outcome of its consideration. 

 

                                            
52 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2409. 
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93. The second part of this report considers the impact of the Draft Budget on 
tackling poverty. 

POVERTY 

General 

94. The Committee notes that there is no dedicated Scottish Government budget 
for tackling poverty. Policies and responsibilities are spread across Scottish 
Government Departments and Ministerial portfolios. In this report, the Committee 
considers budgets that include urban regeneration, equalities and social inclusion, 
and fuel poverty. The Committee considers the issue of tackling and preventing 
homelessness in the earlier part of this report on housing. 

95. The following tables53 set out the total spend on Regeneration, Equalities and 
Social Housing in both cash and real terms (at Level 2) and the Regeneration 
budget in Level 3 spend.   

REGENERATION, EQUALITIES AND SOCIAL INCLUSION: LEVEL 2 
SPENDING IN CASH TERMS, £M 

 2009-10 
Budget

2010-11 
Draft 

Budget

Annual 
Change £m 

Annual 
Change %

Regeneration 118.0 33.5 -84.5 -71.6
Equalities and Social 
Inclusion 26.5 27.6 1.1 4.2
 
REGENERATION, EQUALITIES AND SOCIAL INCLUSION: LEVEL 2 
SPENDING IN REAL TERMS, £M 
 
 2009-10 

Budget
2010-11 

Draft 
Budget

Annual 
Change £m 

Annual 
Change %

Regeneration 118.0 33 -85.0 -72.0
Equalities and Social 
Inclusion 26.5 27.2 0.7 2.6
 
REGENERATION, LEVEL 3 SPENDING, £M 
 
Wider Role 2009-10 Budget 2010-11 Draft 

Budget Cash
2010-11 Draft 
Budget Real

Wider Role 12.0 10.0 9.9
Community Engagement 3.4 1.8 1.8
Regeneration 
Programmes 42.6 21.7 21.4

                                            
53 Scottish Parliament Information Centre. (2009) Draft Budget 2010-11: Local Government and 
Communities Committee.  SPICe Briefing 09/68. Available at: 
http://www.scottish.parliament.uk/business/research/briefings-09/SB09-68.pdf [Accessed 4 
November 2009] 
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Town Centre 
Regeneration Funds 60.0 0.0 0.0
Total Regeneration 118.0 33.5 33.0
 
96. The Committee notes that the Regeneration budget is forecast to decline in 
2010-11 by £84.5m or 71.6% in cash terms (£85m or 72% in real terms). This 
includes— 

• a reduction of £60m in respect of the Town Centre Regeneration Fund 
which was a non-recurring budget line agreed in the 2009-10 Budget; and 

 
• a reduction of £2m in wider role funding and of £1.6m in community 

engagement monies as a result of the 2009 UK Budget consequentials. 
 
97. It further notes that the equalities and social inclusion budget line is planned 
to increase by 4.2% in cash terms (2.6% in real terms). 

98. In terms of the overall budgetary picture relating to poverty in Scotland, Jim 
McCormick, Scotland Adviser, the Joseph Rowntree Foundation told the 
Committee that— 

“Even before the recession began and we moved into the budget that lies 
ahead, there were signs that progress on tackling poverty in Scotland had, at 
best, stalled. We are now going through this difficult period flat lining rather 
than with a sense of momentum, so it is doubly difficult.”54  

 
99. Jim McCormick told the Committee he believed that, in general terms, there 
were 3 ways in which poverty could be tackled, by— 

• ensuring people are earning more; 
• ensuring that benefits are uprated in line with earnings (not just prices); 

and 
• reducing the outgoings that low income families face. 

 
100. Although many of these issues are reserved, Jim McCormick felt that the 
current Draft Budget and future budgets have a part to play in this regard. He 
considered that there were gaps in policy and practice in Scotland and that 
addressing those gaps did not necessarily mean spending more or straying into 
reserved powers, in order to deliver against shared objectives.55  

101. Jim McCormick considered that it was important to drive down the poverty 
premium where the poorest households pay a larger a proportion of their income 
on bills— 

“…we could engage with the providers of those essential services to drive 
down the poverty premium and ensure that people on low incomes pay no 

                                            
54 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2431. 
55 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September  2009, Col 2432. 
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more, as a proportion of their income, than the rest of us do for essential 
goods and services….”56  

 
102. The Cabinet Secretary for Health and Wellbeing told the Committee that 
through its Achieving Our Potential: A Framework to Tackle Poverty and Income 
Inequality in Scotland document, the Scottish Government is— 

“Committed to supporting people who are in or at risk of falling into poverty, 
and we are making significant investment in income maximisation initiatives 
that provide advice and information.”57 
 

103. However, Jim McCormick questioned whether investment was being made 
into programmes which are known to work well. He was concerned that initiatives 
such as the Working for Families Fund which he felt had added value and where 
evaluation was shown to be effective, were now— 

“…being folded into integrated regeneration projects, the Fairer Scotland 
Fund and so on, the question is whether we are sure that local authorities are 
drawing on good practice and the evidence base and putting their limited 
investment into the most effective programmes.”58  

 
104. Jim McCormick called for effective evaluation by the Scottish Government in 
this regard.  

105. The Committee considers that it is vital to evaluate the effectiveness of 
programmes which seek to tackle poverty to ensure that public investment 
into these programmes adds value. It notes with concern that some 
schemes which have proved effective in this regard have been rolled into 
integrated regeneration projects. It believes it is vital therefore that the 
Scottish Government undertakes a full evaluation to ensure that public 
money is being invested in the most effective programmes. 

Regeneration 

106. In explaining to the Committee the reduction in the Regeneration budget for 
2010-11 (-71.6%), the Cabinet Secretary for Health and Wellbeing stated— 

“The figures for the regeneration budget reflect two things. First, members 
are aware that as a result of last year’s budget process, Parliament decided 
to invest £60 million in a town centre regeneration fund, which Parliament 
always intended and understood to be a one-off for this financial year. That 
resource which was added to the regeneration budget for this year, does 
not appear next year. 
 

                                            
56 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September  2009, Col 2432. 
57Scottish Government. (2008) Achieving Our Potential: A Framework to Tackle Poverty and 
Income Inequality in Scotland. Scottish Government. Available at: 
http://www.scotland.gov.uk/Publications/2008/11/20103815/0 [Accessed 4 November 2009]   
58 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2433. 
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Secondly, the bulk of the regeneration budget supports the work of the four 
urban regeneration projects. The budget for next year simply reflects the 
investment and spend profile of those URCs over the Comprehensive 
Spending Review Period.”59  

 
107. The Committee acknowledges that the funding for the Town Centre 
Regeneration Fund was for one year only. However, the Committee put it to the 
Cabinet Secretary that £60 million had still been made available in 2009/10 and 
now that the Fund had come to an end, the £60 million might have been used to 
help fund other initiatives to tackle poverty or even provide a further year of 
funding for town centre regeneration (the Committee is aware of the large demand 
in 2009-10 where there were bids of around £150 million in the first tranche of the 
Fund where £40 million was available).  

108. In response, the Cabinet Secretary explained— 

“When £60 million was allocated to the Fund in the budget discussions last 
year, it was always understood by the Parliament that it was a one-off 
commitment.”60 

109. She added— 

“Our budget is £129 million less this year than we thought it would be, so we 
have had to reduce our commitments. We have taken decisions to protect 
the health budget from the implications of the capital cut.”61  

110. The Committee notes that on 25 June 2009 the Cabinet Secretary for 
Finance and Sustainable Growth stated— 

“The only other commitment that we have, beyond the three-year arrangement for 
this spending review, is that the Treasury has made it clear to us that we may use 
end-year flexibility to compensate for one change that arises from the chancellor's 
April budget—the reduction, which totals £129 million in 2010-11, in our capital 
baseline as a consequence of reductions in the UK Department of Health's capital 
baseline. On current form, the Government will have sufficient resources on 
deposit at the Treasury to make good that shortfall, but we are entitled to use 
those resources only once.”62 

111. The Committee therefore seeks clarity as to whether these End Year 
Flexibility monies are available and whether the Scottish Government 
intends to use them. 

112. The Committee notes that the announcement of successful bids in the 
second tranche of the Fund was delayed initially from late September until 
November. The Committee is concerned that this delay will curtail the ability 
                                            
59 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2458. 
60 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2474. 
61 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2475. 
62 Scottish Parliament. Official Report, 25 June 2009, Col.18948. 
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of successful bidders to realise their plans given that they have to spend the 
Scottish Government’s share of the allocated funds before the end of the 
2009-10 financial year. 

113. The Committee therefore recommends that the Scottish Government 
should make an announcement as soon as possible in relation to successful 
bids. It also recommends that, given the curtailed timetable and the impact 
this may have on those who made successful bids, the Scottish Government 
should consider an extension to the timetable to allow successful bidders to 
put in place their plans; and that it should inform them of any extension 
when an announcement is made. 

Fairer Scotland Fund (FSF) 

114. The Committee notes that £145m is allocated to Community Planning 
Partnerships through the FSF to help them achieve economic growth. This is 
currently ring-fenced within the local government settlement until March 2010, 
when it will be rolled up into the local government general settlement. 

115. The Cabinet Secretary for Health and Wellbeing explained that the rationale 
for removing the ring fencing of this budget and mainstreaming the money into 
overall budgets was to— 

“Enhance the autonomy and flexibility that Community Planning Partnerships 
have in spending it. The idea is that they will use the entirety of their 
mainstream funding to ensure that they are meeting the objectives of the 
Fairer Scotland Fund.”63  

 
116. In terms of the allocation methodology behind the FSF, this had been based 
on the Scottish Index for Multiple Deprivation (SIMD) 2006 with 75% of allocations 
based on area measures of deprivation and 25% based on individual measures of 
deprivation based on the income domain of SIMD 2006. It was not clear to the 
Committee however, how future allocations would be allocated given that the 
funding would in future be rolled-up into the local government settlement. The 
Cabinet Secretary explained— 

“All Community Planning Partnerships have made allocations from the FSF 
total of £145 million for the next financial year. That money has been 
allocated on the same basis as previously – albeit that the ring fencing has 
been removed – so the money is still being allocated on the basis of SIMD. 
For future years that will be subject to discussions that we will have with local 
authorities about the basis for the allocation of the money…we have not yet 
taken decisions about how that will be done in future years.”64  

117. The Committee would welcome an update from the Scottish 
Government once decisions have been taken on the methodology to be used 

                                            
63 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2478. 
64 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2484. 
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for the future allocation of funds that were previously allocated to the Fairer 
Scotland Fund.  

118. The Committee was concerned about how the use of future allocations would 
be monitored given that the FSF money would be mainstreamed in the future. The 
Cabinet Secretary explained— 

“…single outcome agreements and, more important, the annual reports on 
those agreements will be crucial in ensuring that the money, with the overall 
resources of Community Planning Partnerships, has the desired effects.”65  

119. The Cabinet Secretary added that the Scottish Government was looking at 
the annual reports that have been submitted on Single Outcome Agreements for 
2008-09 in order to ascertain what impact the FSF has had.66  

120. The Committee understands that less than 20 of the 36 SOA annual reports 
have been submitted to the Scottish Government by local authorities at the time of 
the Cabinet Secretary providing evidence. 

121. The Committee asks the Scottish Government to clarify the position in 
relation to the number of SOA annual reports that have been received to 
date; to explain in more detail the analysis it will undertake to assess the 
impact that the Fairer Scotland Fund has had in 2008-09, and to explain more 
generally what its analysis will include. The Scottish Government should 
also provide the Committee with comparative figures for expenditure by 
Community Planning Partnerships in 2010-11 on those activities that were 
formerly funded by the Fairer Scotland Fund. 

Fuel poverty  

122. The Committee notes an increase of £15m in the home insulation budget in 
both 2009-10 and 2010-11 as announced as part of the last Budget Bill. 

123. The Scottish Government’s fuel poverty target is to ensure that by November 
2016, so far as is reasonably practicable, people are not living in fuel poverty in 
Scotland. 

124. Jim McCormick told the Committee that the best way to remain focused on 
achieving the 2016 target was for this to be become binding in law, in much the 
same way as the child poverty target that is about to be enshrined in legislation.67  

125. The Committee notes Jim McCormick’s view in relation to a statutory 
target and asks the Scottish Government to look at the challenges this 
would bring and to report back to the Committee on its conclusions. 

                                            
65 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2478. 
66 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2478. 
67 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2437. 



Finance Committee – 7th Report, 2009 (Session 3) – Annexe I 
 

140 

126. On 6 April 2009, the Scottish Government introduced a new Energy 
Assistance Package (EAP) to replace the Warm Deal and the Central Heating 
Programmes. In addition to affecting fuel poverty, such initiatives help Scotland to 
move towards its anti-global warming targets. 

127. The Committee notes that there has been a decrease of £5 million in the 
Energy Assistance Package budget for 2010-11. This does however return this 
budget to its previous level, as there was an increase in this budget of £5m in 
2009-10. 

128. In response to this however, Jim McCormick warned the Committee that— 

“…there are immediate consequences for the year ahead and the action that 
will need to be taken beyond that. Any cut in a budget that is targeted at a 
need that is created either by poor energy efficiency of housing or by low 
incomes is likely to mean that we will have fewer resources available to 
tackle fuel poverty. It means that our ability to reach the target of eradicating 
fuel poverty is slowed up – it will take longer and our ability to take action will 
be diminished.”68  

 
129. In terms of the impact of the Energy Assistance Package on tackling fuel 
poverty, the Scottish Government supplied the Committee with the following 
information which relates to activity up to 30 September 200969— 

  Year to date  
Households in contact about the 
Energy Assistance Package 

18,531 

    
Those taking up offers of help   
Households 16,113 
People 25,778 
    
Types of help   
Energy saving advice  18,815 
Income maximisation referral  3,929 
Resulting in increased income 391 
Social tariff signposting 5,738 
Resulting in move to social tariff 427 
Referred for EAP Stage 3 4,017 
Referred for EAP Stage 4 2,634 
Cavity wall insulation  321 
Loft insulation 688 
Other insulation   22 
Draught proofing 80 
Gas heating system 419 
Non-gas heating system  10 

                                            
68 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2435. 
69 Scottish Government. E-mail from Scottish Government officials dated 15 October 2009. 
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Legacy Warm Deal installations 1,132 
Legacy Central Heating Programme 
installations 

3,796 

Referred for other CERT schemes 1,342 
 
130. This shows that 429 central heating systems had been installed under Stage 
4 of the EAP by 30 September although there had been 3,796 ‘legacy’ installations 
from the former Central Heating Programme. The Scottish Government points out 
that the number of installations of central heating and other Stage 4 measures will 
depend on demand from eligible households. The Committee notes that as 
recommended by the Fuel Poverty Forum, the EAP is targeted at certain groups 
using various combinations of qualifying criteria, based on age, benefits, housing 
tenure, and characteristics of the home's energy performance and heating 
installation.  

131. The Committee noted that it appeared a large proportion of people who had 
been assessed for Stage 4 support were unsuccessful in their applications. The 
Cabinet Secretary indicated that it was important to assess the position at the end 
of the EAP’s first full year.70 

132. Subsequently, it was announced on 4 November 2009 by the Scottish 
Government that the definition of an energy inefficient dwelling would be amended 
for eligible groups to include those with a SAP rating in band E.71 

133. The Committee would welcome the opportunity to examine the Scottish 
Government on decisions relating to the rejection rates between Stage 3 and 
Stage 4 at its earliest opportunity. 

134. Jim McCormick suggested to the Committee that there are other ways to 
target investment effectively other than just through the EAP, so that the impact on 
people in fuel poverty is lessened. He suggested that the Scottish Government 
should be engaging with the private sector to look at other ways of helping those in 
fuel poverty to cut their outgoings, for example in relation to pre-payment meters 
on which, Jim McCormick argues, there is a reliance by those who can least afford 
it but who ultimately pay much higher tariffs than the best social tariffs available.72 

135. In terms of other ways of tackling fuel poverty, Jim McCormick referred to the 
responsibility that Governments have— 

“…to ensure that other sources of income, such as benefits and tax credit, 
are claimed consistently at a higher level to ensure that people have a higher 
income threshold.”73  

                                            
70 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2480. 
71 Scottish Government. Letter from Minister for Housing and Communities to the Convener of the 
Local Government and Communities Committee dated 3 November 2009 
72 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September  2009, Col 2436. 
73 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2437. 
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136. The Committee notes that the Cabinet Secretary for Health and Wellbeing 
confirmed that the Scottish Government “will assess the programme in its entirety 
at the end of the year”.74 The Committee looks forward to considering the 
outcomes of this assessment and the impact that the programme is having 
in helping to tackle fuel poverty. 

137. The Committee recommends that the Scottish Government should 
continue to consider ways of maximising its expenditure on tackling fuel 
poverty in ways that help those most in need.  

138. The Committee invites the Scottish Government to explore with OFGEM 
and the private sector ways in which those in fuel poverty can cut their 
outgoings, particularly with regard to pre-payment meters. In this regard, the 
Committee believes that the Scottish Government has a major role to play in 
helping people move to lower tariffs not only for their energy supplies, and 
thereby help reduce their poverty, but also to help reduce the carbon 
footprint through reducing future energy usage and costs. 

 
BUDGETARY INFORMATION 

139. The Committee notes the commitment of the Scottish Government to 
implement an outcomes approach to budgeting. It notes however that no direct 
reference is made in the relevant chapter of the Draft Budget to how Scotland 
Performs75 or how the Single Outcome Agreement process impacts upon the 
budgetary decisions being made by the Scottish Government. 

140. The Committee recommended in its report on the Draft Budget 2009-10 that 
SOAs should be better integrated within the National Performance Framework (of 
which Scotland Performs is an integral part).76 

141. During the Finance Committee’s consideration of the Draft Budget 2009-10, 
the Cabinet Secretary for Finance and Sustainable Growth was asked whether 
Single Outcome Agreements which include 3,599 targets, outcomes and 
indicators, has a relationship with Scotland Performs. 

142. The Cabinet Secretary for Finance and Sustainable Growth said that— 

“I am absolutely certain that there will be a relationship between some of 
those and the contents of Scotland Performs. Without a shadow of a 
doubt, that will apply to a substantial number of them…The technical 
notes that were published last November contain all of the detail on 

                                            
74 Scottish Parliament Local Government and Communities Committee. Official Report, 7 October 
2009, Col 2481. 
75 Scottish Government.  Technical Notes for Scotland Performs Indicators and Targets.  Scottish 
Government.  Available at:  http://www.scotland.gov.uk/Topics/Statistics/About/NotesSP [Accessed 
16 November 2009]  
76 Scottish Parliament Local Government and Communities. 2008 (Session 3) Report to the 
Finance Committee on Stage 2 of the 2009-10 Budget Process. Available at: 
http://www.scottish.parliament.uk/s3/committees/finance/reports-08/fir08-07-vol2-05.htm#annI 
(para. 45) [Accessed 4 November 2009] 
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where the data sets come from. Establishing a read-across between any 
single outcome agreement and those technical notes would be quite a 
simple exercise.”77  

 
143. The Finance Committee, in its report on the Draft Budget 2009-10, indicated 
that it would examine this relationship as part of its on-going scrutiny of Scotland 
Performs. The Finance Committee also recommended that further development 
work should be done on Scotland Performs to show a linkage between 
expenditure and outcomes, given that the purpose of Scotland Performs is to show 
progress towards achieving outcomes. 

144. The Committee understands from the Finance Committee that it has not yet 
received further information from the Scottish Government on this issue. 

145. The Committee asks the Scottish Government to confirm what work has 
been done since last year’s Draft Budget report in connection with 
improving the integration between SOAs and Scotland Performs; and what 
work has been done more generally to link expenditure to outcomes in 
Scotland Performs. 

EQUALITIES 

146. It was suggested in oral evidence by Jim McCormick from the Joseph 
Rowntree Foundation that, when the 2010-11 Budget emerges at the end of this 
process, it would be a positive step to have an even clearer statement of the way 
in which Ministers believe that the budget will influence the anti-poverty 
objectives.78  

147. In its Report on Child Poverty in Scotland,79 the Committee 
recommended that Scottish Government policies should be poverty proofed 
in the same way that policies are equality proofed. The Committee welcomes 
the fact that in this year’s Draft Budget, the Scottish Government has 
produced an equality statement alongside the budget document whose aim 
is to help demonstrate how the budget contributes to advancing equality in 
Scotland. The Committee recommends that in future years, the Scottish 
Government should also produce a similar statement in relation to how the 
budget helps address poverty in Scotland.  

                                            
77 Scottish Parliament Finance Committee. Official Report, 7 October 2008, Col 728. 
78 Scottish Parliament Local Government and Communities Committee. Official Report, 30 
September 2009, Col 2444. 
79 Scottish Parliament Local Government and Communities. 2008 (Session 3) Report on Child 
Poverty in Scotland. Availble at http://www.scottish.parliament.uk/s3/committees/lgc/reports-
09/lgr09-10-vol1.htm [Accessed 16 November 2009] 
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EXTRACTS FROM THE MINUTES OF THE LOCAL GOVERNMENT AND COMMUNITIES 
COMMITTEE 

 
17th Meeting, 2009 (Session 3), Wednesday 3 June 2009 

 
Budget process 2010-11 (Stage 2): The Committee agreed: that the focus of its budget scrutiny 
should be on the communities side of the Committee's remit on issues such as support for housing, 
town centre regeneration, child poverty and fuel poverty; to seek to appoint a budget adviser; the 
remit and person specification for the post; and to consider in private a list of candidates at a future 
meeting. 

 
19th Meeting, 2009 (Session 3), Wednesday 17 June 2009 

 
Budget process 2010-11 (Stage 2) (in private): The Committee considered a list of candidates 
for the post of budget adviser to the Committee and agreed a preferred candidate for the post. 
 

 
23rd Meeting, 2009 (Session 3), Wednesday 23 September 2009 

 
Decision on taking business in private: The Committee agreed that its consideration of the 
evidence heard and draft report on the Draft Budget 2010-11 should be taken in private at future 
meetings. 
 

24th Meeting, 2009 (Session 3), Wednesday 30 September 2009 
 
Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish Government's 
Draft Budget 2010-11 from—  

 
Gavin Corbett, Policy Manager, Shelter; 
Brian Gegan, Chair, and Andrew Field, Deputy Chief Executive, Scottish Federation of 
Housing Associations; 
Nick Fletcher, Head of Policy and Public Affairs, Chartered Institute of Housing Scotland; 
Jim McCormick, Scottish Advisor, Joseph Rowntree Foundation. 

 
Draft Budget Scrutiny 2010-11 (in private): The Committee considered the main themes arising 
from evidence heard. 
 

25th Meeting, 2009 (Session 3), Wednesday 7 October 2009 
 
Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish Government's 
Draft Budget 2010-11 from— 

Nicola Sturgeon MSP, Cabinet Secretary for Health and Wellbeing, Mike Foulis, Director 
for Housing and Regeneration, and Ann Thomson, Head of Social Inclusion and Voluntary 
Issues, Scottish Government. 

 
Draft Budget Scrutiny 2010-11 (in private): The Committee considered the main themes arising 
from evidence heard. 
 

26th Meeting, 2009 (Session 3), Wednesday 28 October 2009 
 
Draft Budget Scrutiny 2010-11 (in private): The Committee considered a draft report to the 
Finance Committee on the Scottish Government's Draft Budget 2010-11. 
 

27th Meeting, 2009 (Session 3), Wednesday 4 November 2009 
 
Draft Budget Scrutiny 2010-11 (in private): The Committee considered a draft report to the 
Finance Committee on the Scottish Government's Draft Budget 2010-11. 
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28th Meeting, 2009 (Session 3), Tuesday 10 November 2009 
 
Draft Budget Scrutiny 2010-11 (in private): The Committee considered a draft report to the 
Finance Committee on the Scottish Government's Draft Budget 2010-11 and agreed the report 
subject to certain changes. 
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Rural Affairs and Environment Committee  
 

Report on the Scottish Government's Draft Budget 2010-11 
 
The Committee reports to the Finance Committee as follows— 
 

1. In this report, the Rural Affairs and Environment Committee comments on 
those aspects of the Scottish Government Draft Budget 2010-11 that relate to the 
Committee’s remit i.e the RAE portfolio. In doing so the Committee has picked up 
on a number of issues raised in its report from the 2009-10 budget process. The 
Committee has been assisted in its scrutiny by its budget adviser, Professor Ken 
Thomson. 

EVIDENCE 

2. The Committee took evidence on 30 September 2009 from the following 
Scottish Government officials: Paul Gray, Director General Environment; Peter 
Russell, Director of Rural Directorate; John Mason, Director of Environmental 
Quality; Mike Neilson, Director of Marine Directorate, Maggie Gill, Director of Rural 
and Environment Research and Analysis; David Reid, Deputy Director, Finance 
Directorate; Gill Tucker, Head of Common Agricultural Policy Payments in the 
Rural Payments and Inspections Directorate, Scottish Government; and Bob 
McIntosh, Director of Forestry Commission Scotland. 

3. On 7 October 2009 the Committee took evidence from Richard Lochhead 
MSP, Cabinet Secretary for Rural Affairs and the Environment, together with Paul 
Gray, Director General Environment; Ross Scott, finance team leader for the Rural 
Affairs and Environment portfolio; and David Barnes, Deputy Director for 
Agriculture and Rural Development, Scottish Government. 

BUDGETARY CONTEXT 

4. The Committee recognises the unusual circumstances of this year’s budget, 
which has had to be prepared in a UK context of budgetary stringency and 
economic uncertainty. It is also conscious that much more difficult conditions of 
public finance have been forecast in the years beyond 2010-11, as detailed in 
Professor David Bell, Finance Committee Adviser’s briefing. The Committee notes 
that budget lines have not increased to the extent projected in last year’s draft 
budget. 



Finance Committee – 7th Report, 2009 (Session 3) – Annexe J 
 

147 

 
Budgetary Information 

Carbon assessment 
5. The Committee found some new aspects of the budget documentation 
introduced in this budget process to be useful, such as the carbon assessment.1 
The Committee notes the ongoing work in relation to developing this assessment, 
which should improve scrutiny of the environmental impact by portfolio in future 
years.  

Local government funding allocations 
6. In its report on the 2009-10 Draft Budget, the Committee recommended 
that— 

“…future budget documents should contain details in the local government 
portfolio chapter of funding given to individual local authorities, where this 
has been transferred from another portfolio, together with the basis for such 
transfers”.2  

 
7. The Committee notes that the Draft Budget chapter on the Rural Affairs and 
Environment portfolio records the transfers of £26.3m from Zero Waste3 (£25.3m 
in 2009-10), £3.6m from SNH (as in 2009-10), and £0.3m from Animal Health (also 
as in 2009-10) to local government. However, the Local Government chapter 
(page 138), only records a “change” of “£20.9m for the Zero Waste Fund”4 (£5.4m 
less than the figure transferred out of the RAE Zero Waste line), and does not note 
the other two smaller transfers. The Committee is therefore not assured that all 
transfers are being clearly identified in draft budget documents.  

8. On a wider point, the Committee has the increasing difficulty of scrutinising 
some of the responsibilities within the RAE portfolio, such as “protecting the air, 
land and water environment”, “protecting communities from pollution, flooding, 
noise and nuisance”, and “moving towards a “zero waste” society”5 (page 106 of 
Draft Budget), when much of the relevant funding is channelled through local 
government, either directly or through allocations made from the RAE budget. In 
these circumstances, it is becoming unclear which Cabinet Secretary is ultimately 
responsible for such areas, and how failures, or future financial stringencies, will 
be dealt with. The Committee raised this issue of accountability within its report on 
the 2009-10 budget. 

 
                                            
1 Scottish Government (2009). Carbon Assessment of the 2010-11 Draft Budget.  Available at:  
Carbon Assessment of the 2010-11 Draft Budget [Accessed 27 October 2009] 
2 Scottish Parliament Finance Committee.  7th Report, 2008 (Session 3).  Report on the Scottish 
Government’s Draft Budget 2009-10, Volume 2 Annexe J Report from the Rural Affairs and 
Environment Committee (SPP 179) Paragraph 18 
3 Scottish Government (2009).  Scottish Budget Draft Budget 2010-11, page 111.  Available at 
Scottish Budget: Draft Budget 2010-11 [Accessed 26 October 2009] 
4 Scottish Government (2009).  Scottish Budget Draft Budget 2010-11, page 138.  Available at 
Scottish Budget: Draft Budget 2010-11 [Accessed 26 October 2009] 
5 Scottish Government (2009).  Scottish Budget Draft Budget 2010-11, page 106.  Available at 
Scottish Budget: Draft Budget 2010-11 [Accessed 26 October 2009] 
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9. The Committee reiterates that the implementation of the Concordat between 
the Scottish Government and local government has made it more difficult than 
before to trace budget links between a Government RAE budget allocation to a 
local authority for a particular policy and the total funding which local authorities 
then target at implementation of that policy. As a result it is more difficult to hold 
ministers to account for some RAE policies. The Committee urges the Finance 
Committee to consider issues of principle arising from implementation of the 
Concordat as it relates to the accountability of ministers and proper scrutiny by 
committees. 

PORTFOLIO ANALYSIS 

Overview of RAE Budget 2010-11 (projected figures from 2009-10 budget 
document in parentheses) 

10. The RAE Draft Budget total is £628.6m (£626.9m)6 (RAE chapter of the Draft 
Budget Table 6.01) or £619.4m in real terms, i.e. at 2009-10 prices7 (RAE chapter 
of the Draft Budget Table 6.02). This is a slight rise in cash terms since 2009-10 
but a fall of £7.6m or 1.2% in real terms.  

11. As regards the split between Capital and Resource expenditure, RAE Capital 
spend falls to £69.6m (£73.9m) , i.e. by 5.8% in cash terms or 7.2% in real terms8 
(SPICe Briefing, Tables 11 and 12). This is comparable with the fall of 15.5% 
(cash) or 16.6% (real) in the total Scottish budget DEL Capital, which is due to the 
“re-profiling” of £347m capital from 2010-11 to 2009-10.  

12. The equivalent figures for RAE Resource expenditure (SPICe Briefing Tables 
13 and 14) are a rise of 1.1% (cash) or fall of 0.4% (real), comparable to the total 
Scottish changes (both rises) of 2.9% (cash) and 1.4% (real).9 

Comparisons between 2009-10 projections and 2010-11 Draft Budget figures 
13. The decisions of the Government over the last twelve months to bring 
forward a number of items of capital spend from the 2010-11 budget into the 2009-
10 budget has led to some apparent decreases in future spending at Level 3. Also, 
transfers of some funding to local government, and one or two other changes in 
accounting have occurred. While these changes are explained in the “Budget 
Changes” notes accompanying the tables, direct comparison of 2009-10 and 
2010-11 figures is therefore liable to be misleading. 

 

                                            
6 Scottish Government (2009).  Scottish Budget Draft Budget 2010-11, page 109 Table 6.01.  
Available at Scottish Budget: Draft Budget 2010-11 [Accessed 26 October 2009] 
7 Scottish Government (2009).  Scottish Budget Draft Budget 2010-11, page 109 Table 6.02.  
Available at Scottish Budget: Draft Budget 2010-11 [Accessed 26 October 2009] 
8 Scottish Parliament Information Centre.  (2009) Draft Budget 2010-11, tables 11 and 12.  SPICe 
Briefing 09/66.  Available at http://www.scottish.parliament.uk/business/research/briefings-
09/SB09-66.pdf [Accessed 26 October 2009] 
9 Scottish Parliament Information Centre.  (2009) Draft Budget 2010-11, tables 13 and 14.  SPICe 
Briefing 09/66.  Available at http://www.scottish.parliament.uk/business/research/briefings-
09/SB09-66.pdf [Accessed 26 October 2009] 



Finance Committee – 7th Report, 2009 (Session 3) – Annexe J 
 

149 

EU Support and Related Services 

14. The Committee notes unchanged figures for schemes fully funded from EU 
Income, as well as the significant increase (about 15%) in the sterling value of 
Euro payments under the Single Farm Payment Scheme and some other schemes 
(as announced on 1 October for the current year). It is estimated10 that this will add 
some £88 million to the £433.6 million figure reported in the Draft Budget. 

Scotland Rural Development Programme - funding 
15. The Committee raised the issue of uncertainty amongst Scotland Rural 
Development Programme applicants over scheme budgets for this year and next. 
Evidence from officials was that thresholds for successful applications were varied 
to meet the budget available, in the context of “a steep increase in applications”11 
in 2009-10 to date. The Cabinet Secretary seemed aware of possible problems of 
this type, at least in the short run— 

“Until we understand the pressure that will come from the additional 
applications that we have received, we have to ca canny a wee bit”.12 

 
16. The Committee appreciates the desirability of a greater degree of certainty 
amongst potential SRDP applicants as to the budgets available for the various 
SRDP schemes, and the likely “points” thresholds for a successful SRDP 
application. However it also acknowledges the financial liability on the Government 
should it elect to set such thresholds. 

17. For next year and the longer term, the Committee was interested in the 
disclosure (footnote 2 to Table 6.03) that negotiations were underway over altering 
the co-financing ratio agreed between the SG and the EU for schemes under the 
SRDP, from 68% SG: 32% EU for 2009-10 to approximately 50%:50% for 2010-
11.13 In evidence, officials explained that this was being done to give “higher 
spending power in next year's programme”14 and that, more generally, the aim 
was “a sensible curve across the whole of the programme so that we do not get an 
exaggerated spike in one year”.15 The Committee welcomes the statement that 
“we hope to spend an extra £50 million in next year's budget”16 for the SRDP. 

18. The Committee welcomes assurances that the adjustment in the co-financing 
ratio did not reflect any reduction in funding from the Scottish Government for the 
SRDP. Given the importance of the Programme and its EU funding, it urges the 

                                            
10 Scottish Government News Release, 30 September 2009. 
http://www.scotland.gov.uk/News/Releases/2009/09/30165919 [Accessed 3 November 2009] 
11 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1958 
12 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 7 October 2009, 
Col 1987 
13 Scottish Government (2009).  Scottish Budget Draft Budget 2010-11, page 112 Table 6.03.  
Available at Scottish Budget: Draft Budget 2010-11 [Accessed 26 October 2009] 
14 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1959 
15 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1959 
16 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 7 October 2009, 
Col 1987 
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Government to keep a close eye on prospects for 2013 and beyond, despite the 
considerable uncertainties involved. 

Scotland Rural Development Programme - online applications 
19. The Committee inquired into aspects of the RAE budget where there may be 
concerns with equality, including the effects of requiring all SRDP applications to 
be made online. Officials pointed to the “wide” take-up of the SRDP, which they 
regarded as “hugely successful, …[i]n fact, it has been more successful than any 
previous scheme”.17 Members nevertheless questioned whether the Government 
had assessed the extent to which the requirement to apply online may 
disadvantage certain groups of potential applicants. 

20. The Committee was pleased to receive additional written evidence from the 
Cabinet Secretary on the efforts being made to overcome the difficulties presented 
by the new requirement for online application for SRDP Rural Priorities funding. It 
appreciates the efficiency and environmental arguments involved, but considers it 
unfortunate that the new system was introduced without a sufficient transitional 
period in 2008, and that some of these improvement efforts are only now being 
made. In due course, the Committee will be interested to see whether the result of 
these efforts satisfy the recommendations in the SRDP First Stage Review Report 
(the Cook report).18 

New Entrants Scheme 
21. In its report on the 2009-10 Draft Budget, the Committee noted its intention 
“to keep a watching brief on the level of funding available to support the New 
Entrants Scheme”19, and this year it questioned both officials and the Cabinet 
Secretary about this Scheme (which is not identified in the Level 3 figures in the 
Draft Budget itself). Members were concerned to learn that the number of 
successful applicants to date was only 1520, with about £2.5m of funding to new 
entrants across all the SRDP schemes, and about £500,000 under the interest 
rate scheme.  

22. It was explained that this low rate of uptake was probably due to a number of 
factors, including the current economic climate of low interest rates, the difficulty of 
identifying actual dates of “new entry” (when, for example, children succeed 
parents), house availability, and the desirability of allowing neighbouring farms to 
expand for their viability and resilience.21 However, it became apparent from 
officials’ evidence that no information is collected on the number of unsuccessful 
applications or on why potential applicants do not apply in the first place. 

                                            
17 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1975 
18 Scottish Government (2009).  SRDP First Stage Review Report.  Available at: 
http://www.scotland.gov.uk/Topics/farmingrural/SRDP/SRDPReviews/FirstStageReview/ReviewRe
port [Accessed 4 November 2009] 
19 Scottish Parliament Finance Committee.  7th Report, 2008 (Session 3).  Report on the Scottish 
Government’s Draft Budget 2009-10, Volume 2, Annexe J, Report from the Rural Affairs and 
Environment Committee (SPP 179) Paragraph 32. 
20 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 7 October 2009, 
Cols 1981-82. 
21 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1955. 
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23. The Committee appreciates that a number of problems with the New Entrants 
Scheme are the result of criteria set at a European level. However, the Committee 
seeks further action from the Scottish Government in relation to the current 
operation of the New Entrants Scheme, both in achieving a more effective 
scheme, and in investigating the reasons for low entry, or indeed whether this is a 
widespread and serious problem at the present time.  

Efficiency savings 
24. Last year the Committee stated in its 2009-10 budget report— 

“in assessing the Scottish Government’s approach to achieving efficiencies, [it 
should] compare its definition against those used by other UK administrations and 
further ... consider whether all matters now described as efficiencies can 
reasonably be described as such”.22 

 
25. This year Committee asked about the efficiency delivery plans from April 
2009, when £40.2 million was set against voluntary modulation. Officials explained 
that this did not release any cash, and had been reported under standard 
Government rules; it simply moved CAP funds from Pillar 1 to Pillar 2.23 It was 
asserted by officials that this did not mean any loss in public good outputs from 
Pillar 1 funding (presumably because it was not felt that farmers reduced such 
outputs in response to lower SFP rates), but that further public goods could be 
purchased with Pillar 2 funds within the SRDP.24 

26. The Committee reiterates its concern that Government rules allow for such 
non-cash-releasing switching to be counted as efficiency savings.  

Electronic identification of sheep 
27. The Committee raised the ongoing issue of the electronic identification (EID) 
of sheep with the Cabinet Secretary. The Cabinet Secretary said that “there is 
always flexibility in our budget to respond to such issues”25, and reminded the 
Committee that Scotland's response to sheep EID was currently out to 
consultation, shortly after which it would be decided how best to implement the 
controversial regulation. He added that, although there were “major reservations 
about the net benefits of sheep EID for Scotland's livestock sector and its sheep 
sector in particular”26, non-implementation would risk Single Farm Payments and 
other penalties.  

 
28. In response to questions about a centrally held database recording the 
movement of sheep and the Scottish Animal Movement Unit (SAMU), the Cabinet 
                                            
22 Finance Committee Report autumn 2008  Annexe J: Rural Affairs and Environment Committee 
Report on the Scottish Government's Draft Budget 2009-10, paragraph 26. 
23 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1974. 
24 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1974. 
25 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 7 October 2009, 
Col 1980. 
26 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 7 October 2009, 
Col 1980. 
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Secretary was unwilling to make specific commitments at this stage, other than to 
say that the “Scottish Government will need to support the sheep sector in some 
shape or form and…to find ways of doing that”27. 

29. The Committee welcomes the suggestion that the Government is considering 
ways of providing support to farmers required to implement the Regulation on 
sheep identification in the New Year. The Committee recommends that the 
Government urgently investigates the costs and benefits of publicly funded 
arrangements, within the SRDP or otherwise, to reduce or offset the costs of the 
EID scheme. 

Research Analysis and Other Services 

30. The Committee heard evidence from officials that the Directorate was 
“working to a five-year research strategy that began in 2006 and runs to March 
2011”28, while a contract research fund enables it “to be more flexible and reactive 
to policies”29. The Committee was left uncertain from oral evidence as to how this 
activity related to Scottish Government priorities, policy statements and 
performance monitoring. Supplementary information from the Government 
attempted to address this point, but noted that individual budget lines often 
contributed to more than one indicator/target, and to different degrees, so that “it is 
difficult to attribute outcomes and indicators/target to individual budget lines”.30 
This situation clearly weakens the effectiveness of budget scrutiny in terms of 
performance assessment. 

31. The Committee received additional written evidence from the Cabinet 
Secretary on the links between the RAE Research Strategy, the National 
Performance Framework, and the Government Economic Strategy (GES). This 
additional evidence identified 6 (out of a total of 15) “National Outcomes” and their 
specific “links with Research Programmes”. However, these “links” comprise a 
mixture of specific research findings (e.g. new blackcurrant varieties), whole 
programmes (e.g. “Land Use and Rural Stewardship”), self-generated economic 
assessments (e.g. “MRPs [Main Research Providers] employ 1059 staff”) and 
rather general assertions (“produce knowledge for evidence-based policy-making 
..”). For a number of reasons (not all based on the research structure itself), it is 
therefore not clear that the current programmes of Strategic Research” are closely 
aligned with Scottish Government policies and priorities and show clear relevance 
to GES”.31 

32. The Committee heard at the session on 30 September that a policy-needs 
workshop with a number of stakeholders and scientists would be held later that 

                                            
27 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 7 October 2009, 
Col 1980. 
28 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1962. 
29 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1962. 
30 Scottish Government.  Supplementary written submission to the Rural Affairs and Environment 
Committee [date]. 
31 Scottish Government. Supplementary written submission to the Rural Affairs and Environment 
Committee, 27 October 2009. 
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day with a view to developing the strategy that will come into action from 1 April 
2011, after being put out to tender by the main research providers in January 
2010.32 The research stemming from the strategy is intended to develop 
knowledge that will come into use in five to 10 years and to be linked into the 
needs of the agencies that will take forward implementation. In this respect, the 
Committee was surprised that the evidence offered to it did not explicitly mention 
the Consultation on Science in Support of Marine, Environment, Rural Affairs and 
Related Policies of the Scottish Government: A Coordinated Agenda for Marine, 
Environment and Rural Affairs Science (CAMERAS) (2011-2016), which was 
completed in autumn 2008 and published on 23 January 200933. 

33. In relation to climate change research, the Committee was told of the cross-
cutting theme in the current research strategy, and of links into UK-wide and 
international research programmes. An additional £2m a year was being received 
under the contract research fund to link with the Natural Environment Research 
Council, Living with Environmental Change research programme. In future, plans 
were afoot for a centre of expertise for adaptation to climate change, drawing on 
the broader academic community in Scotland and not just the main research 
providers, to avoid “look[ing] at a small part of the picture and go the wrong way on 
greenhouse gas emissions”34. 

34. The Committee notes the statement by the Cabinet Secretary that research 
and analysis was— 

“in hand to get a better understanding of what works in changing the 
behaviour of the people of Scotland, so that we can engage their help in 
meeting our emissions reduction targets, and to find better ways of 
measuring outcomes.” 35 

 
35. The Committee recommends that, in planning its research strategy the 
Government should consider how the strategy’s climate change component 
relates to implementing its commitments across all its portfolios. 

Marine and Fisheries 

36. The Committee heard evidence on the establishment on 1 April 2009 of 
Marine Scotland, combining the functions of the Fisheries Research Services, the 
Scottish Fisheries Protection Agency (SFPA) and the previous Marine 
Directorate.36 Various complexities surround its Level 3 budget, which reduces 
from £75.5m in 2009-10 to £65.3m in 2010-11, including: capital acceleration of 
£3.6m for the Fish Veterinary Aquaria in Aberdeen, transfer of administrative 
resources (£3.2m), transfer of £1.3m Food Industry Support to Natural Heritage 

                                            
32 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1962. 
33 http://www.scotland.gov.uk/Publications/2009/01/21125048/14 
34 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 september 
2009, Col 1963 
35 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 7 October 2009, 
Col 1978 
36 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1964 
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and Rural Services, and the level of EU income expected (£6.0m in 2009-10 and 
£7.2m in 2010-11) given exchange-rate and co-financing uncertainties mentioned 
above. Other uncertainties included the level of pay increases, efficiency savings 
due to the new Directorate, and one-off costs, such as the compensation scheme 
this year for the infectious salmon anaemia events in Shetland. Overall, the 
Committee was assured by officials that “the underlying picture is that the overall 
scientific activity this year and next year is in line with the spending plans in the 
2007 spending review”.37 

37. With most of its major investment in infrastructure already made, Marine 
Scotland is operating using its current fleet, but it was recognized by officials that 
“there is a big compliance issue, which needs to be scoped, as we move from 
fisheries enforcement and compliance to a broader marine role.”38 

Fisheries Council negotiations 
38. The Committee also raised with officials its previous concerns about the 
scientific underpinning of policy in the run-up to the Fisheries Council last 
December, particularly in relation to the west coast, and noted that this did not 
seem central to the stated budget objectives in the coming year.39 In response, it 
was said that one of the priorities has been to improve the science base on the 
west coast, where there has been additional observer activity, and additional 
scientific trips. Officials also noted that a clearer picture could not be established 
overnight, and getting an understanding of exactly what is happening on the west 
coast is not straightforward. It was also suggested that “the primary reason for the 
stock difficulties does not appear to be fishing”.40 

39. In light of the Marine Bill, and other likely changes in fisheries policy, the 
Committee requests that the Research and as appropriate other Level 3 budget 
lines identify more clearly what efforts are going into establishing a better scientific 
basis for policy-making and implementation in the marine area. 

Support for the fishing industry 
40. During discussion on the scope to fund support measures for the fishing 
industry, which would sit alongside 2010 quotas, the Cabinet Secretary stated that 
he believed that there would be available funds within the European Fisheries 
Fund (EFF), but was understandably unable to suggest a suitable level of funding 
in advance of the fisheries negotiations41.   

41. When asked whether the Government would consider, if necessary, using 
the EFF to support a paid tie-up scheme, the Cabinet Secretary confirmed that this 

                                            
37 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1964 
38 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1965 
39 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1965 
40 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1965 
41 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 7 October 2009, 
Col 1993-4. 
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was a possibility along with other support measures: “We will be looking at all 
potential measures that are available under the EFF”.42 

42. The Committee welcomes reassurances from the Cabinet Secretary that 
EFF funding will be available to fund support measures for the Scottish 
fishing industry and notes that there may be potential for a paid tie-up 
scheme if required. 

Natural Heritage and Rural Services 

43. The Committee noted concerns surrounding the increase from £67.9m to 
£69.0m in the Level 3 budget line for Scottish Natural Heritage (SNH) and the 
Deer Commission for Scotland (DCS), which the Government proposes to merge 
shortly. These include a transfer of £3.7m to local government in both years for 
ranger and other services, and one-off efficiency gains from the DCS sharing 
offices with SNH in Inverness.  

44. The Committee was interested in planned expenditure on veterinary 
surveillance, which is shown in the Draft Budget43 (Table 6.06) to rise slightly by 
£100,000 from £4.7m to £4.8m, the same rise as in last year’s Draft Budget 
although from a lower base. It was not made entirely clear where the “missing” 
amount (of some £500,000) had “gone to”, but officials explained that there had 
been “value from the spend in unexpected ways”44, e.g. related to bluetongue, and 
that there might well be further efficiency gains to be made once the new Chief 
Veterinary Officer had become established in his post. 

45. The Committee questioned officials on plans for the future strategic network 
for veterinary surveillance in Scotland, “not just for bluetongue but for a range of 
exotic animal diseases”.45 Concern was expressed that actions on the ground by 
the Scottish Agricultural College (SAC), such as a reduction of activity at Thurso, 
were pre-empting a possible future review of the network issue.46 The Cabinet 
Secretary was unwilling to commit to such a review, citing ongoing negotiations 
with the SAC over the contract.47 However, he did deprecate any attempt to 
downgrade the level of services in areas where they are required.48 

46. The Committee urges the Government to undertake a review of future 
veterinary surveillance network, in order to establish a robust strategic framework 
for efficient working. 

                                            
42 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 7 October 2009, 
Col 1994. 
43 Scottish Government (2009).  Scottish Budget Draft Budget 2010-11, page 118 Table 6.06.  
Available at Scottish Budget: Draft Budget 2010-11 [Accessed 26 October 2009] 
44 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 september 
2009, Col 1966 
45 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1967. 
46 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 7 October 2009, 
Col 1990. 
47 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 7 October 2009, 
Col 1990. 
48 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 7 October 2009, 
Col 1990. 
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47. Further Committee concerns centred on the transfer to Scotland of DEFRA 
budgets for veterinary surveillance, and the impact of cost-sharing initiatives. 
Officials explained that they hoped the transfer of animal health budgets to 
devolved administrations would start in April 2010, in a phased way, but that “big 
choices” were involved, e.g. to avoid diseconomies of scale.49 The mere transfer of 
these budgets to Scotland would not, of itself, involve extra cost burdens for the 
industry; these would depend on the progress of an agenda currently being driven 
by DEFRA.50 Officials went on to suggest that, if costs had been transferred to 
industry before a budget transfer, then we would “not be able to recover the 
position quickly”.51 

48. The Cabinet Secretary pointed to uncertainties in this process, e.g. the timing 
of UK legislation over cost-sharing, and, importantly, access to the UK contingency 
fund in case of a large disease outbreak.52 

49. The Committee records its concerns in this area, and requests that the 
Government seek clarification as regards the position over responsibilities, 
budgets and cost-sharing as and when transfers take place, whether for “routine” 
veterinary surveillance, or in the case of large-scale crises. 

Environmental Protection, Sustainable Development and Climate Change 

50. The Committee asked about future funding by the Government for local 
authorities in respect of Zero Waste53, for which the RAE budget  is shown as 
rising slightly from £27.4m to £27.9m in the Draft Budget. Officials explained that, 
“at the highest level, there is a discussion about the whole Grant Aided 
Expenditure settlement and how it will proceed in the next spending review.”54 The 
Government is using the existing GAE formula for waste, and was awaiting a 
COSLA proposal for next year. The position was similar for flooding, for which 
£126m (unchanged in the Draft Budget) is being allocated to local authorities over 
three years, with longer-term discussions taking place for future years. These will 
take into account additional commitments likely to be required under the Climate 
Change (Scotland) Act 2009 for waste management and the Flood Risk 
Management (Scotland) Act 2009 in relation to flooding. 

Water Quality 

51. The Committee asked about the fall from £8.2m to £5.0M in the funding for 
Private Water supplies (Table 6.08). Officials confirmed that there had been 

                                            
49 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1968. 
50 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1969. 
51 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 September 
2009, Col 1969. 
52 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 7 October 2009, 
Col 1989. 
53 A Parliamentary Question on the same area in relation to Single Outcome Agreements was 
recently asked by Elaine Murray (Dumfries) (Labour) (col. 20448), and answered, in part, on 8 
October by John Swinney (Cabinet Secretary for Finance and Sustainable Growth) 
54 Scottish Parliament Rural Affairs and Environment Committee.  Official Report, 30 september 
2009, Col 1970 
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significant underspend within this budget despite efforts at publicising the Private 
Water Supply Grant Scheme, and that the Draft Budget reduction reflected this, 
although a further increase in applications was hoped for. 

52. The Committee suggests that, if underspend continues into 2010, this 
scheme should be re-examined as to need and implementation. 

Forestry Commission Scotland and Forest Enterprise 

53. Officials confirmed that FCS planting targets would not be met this year, but 
were hopeful of meeting them next year, partly as a result of an increased level of 
incentive for woodland creation. They were confident of being “back on track” as 
regards commitments made under the Climate Change (Scotland) Act 2009. The 
Cabinet Secretary also pointed to the opportunities offered by forestry for carbon 
sequestration, and to the streamlining of the application process for SRDP forestry 
grants. 

54. The Committee would like to see further evidence of actual or potential 
efficiency gains within the RAE forestry budgets, and of efforts being made 
to determine how forestry can play its part in meeting climate change 
commitments, including the need to catch up on previous planting 
shortfalls. 
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EXTRACTS FROM MINUTES OF THE RURAL AFFAIRS AND ENVIRONMENT COMMITTEE 

19th Meeting, 2009 (Session 3), Wednesday 1 September 2009 

Decision on taking business in private: The Committee agreed to take item 4 in private. 

Budget process 2010-11 (Stage 2) (in private): The Committee agreed a ranked list of 
candidates for appointment as adviser in connection with its Stage 2 scrutiny of the Scottish 
Government’s 2010-11 budget. 

23rd Meeting, 2009 (Session 3), Wednesday 30 September 2009  

In attendance: Professor Kenneth Thomson, Budget Adviser 

Decision on taking business in private: The Committee agreed to take item 3, and future 
reviews of evidence and consideration of draft reports on the Budget Process 2010-11, in private.  

Draft Budget scrutiny 2010-11: The Committee took evidence on the Scottish Government's 
budget proposals 2010-11 from— 

Maggie Gill, Rural and Environment Research and Analysis Director, Paul Gray, Director 
General Environment, John Mason, Environmental Quality Director, Mike Neilson, Marine 
Director, David Reid, Deputy Director, Finance Directorate, Peter Russell, Rural Director, 
and Gill Tucker, Head of Common Agricultural Policy Payments, Rural Payments and 
Inspections Directorate, Scottish Government; 

Bob McIntosh, Director, Forestry Commission Scotland. 

Scottish Government officials agreed to provide the Committee with supplementary information.   

John Scott MSP declared that he is a farmer. 

Draft Budget scrutiny 2010-11 (in private): The Committee reviewed the evidence heard earlier 
in the meeting. 

24th Meeting, 2009 (Session 3), Wednesday 7 October 2009 

In attendance: Professor Kenneth Thomson, Budget Adviser 

Draft Budget scrutiny 2010-11: The Committee took evidence on the Scottish Government's 
budget proposals 2010-11 from— 

Richard Lochhead MSP, Cabinet Secretary for Rural Affairs and Environment, David 
Barnes, Deputy Director, Agriculture and Rural Development Division, Paul Gray, Director 
General Environment, and Ross Scott, Finance Team Leader, Rural Affairs and 
Environment Portfolio, Scottish Government. 

The Cabinet Secretary agreed to provide the Committee with supplementary information. 
 
John Scott MSP declared that he is a farmer. 

Draft Budget scrutiny 2010-11 (in private): The Committee reviewed the evidence heard earlier 
in the meeting. 

 
 



Finance Committee – 7th Report, 2009 (Session 3) – Annexe J 
 

159 

25th Meeting, 2009 (Session 3), Wednesday 28 October 2009 

In attendance: Professor Kenneth Thomson, Budget Adviser 

Draft Budget scrutiny 2010-11 (in private): The Committee considered a draft report to the 
Finance Committee on the Scottish Government's budget proposals 2010-11. 

26th Meeting, 2009 (Session 3), Wednesday 3 November 2009 

In attendance: Professor Kenneth Thomson, Budget Adviser 

Draft Budget scrutiny 2010-11 (in private): The Committee considered a draft report to the 
Finance Committee on the Scottish Government's Budget 2010-11. Subject to a number of minor 
changes, the report was agreed to. 
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Transport, Infrastructure and Climate Change Committee 
 

Report on the Scottish Government’s Draft Budget 2010-11 
 
The Committee reports to the Finance Committee as follows— 
 

INTRODUCTION 

1. The Transport, Infrastructure and Climate Change Committee is required to 
report to the Finance Committee on its consideration of the Scottish Government’s 
Budget for 2010-11, which was published on 17 September 2009. 

Approach to the scrutiny of the budget 
2. The Committee agreed that this year it would focus its scrutiny on the 
transport element of its remit and, in particular, the decision to cancel the Glasgow 
Airport Rail Link (GARL) project. It also agreed to examine the carbon assessment 
of the Draft Budget 2010-11 which was published with the Draft Budget. The report 
comprises four separate sections. Firstly, the report will consider the Scottish 
Government’s decision to cancel the GARL project. Secondly, the report will 
examine the wider transport issues paying attention to the funding of the Regional 
Transport Partnerships (RTPs) and the impact of the draft budget on the Strategic 
Transport Projects Review (STPR). The report will then focus on the funds 
allocated to active travel, a subject on which the Committee is currently 
undertaking a separate inquiry and finally, the report will consider the carbon 
assessment of the Draft budget 2010-11. 

Adviser 
3. The Committee agreed that Professor David Gray of the Aberdeen Business 
School should be appointed as the Committee’s adviser. 

Witnesses 
4. The Committee took evidence from John Swinney MSP, Cabinet Secretary 
for Finance and Sustainable Growth, at its meeting on 3 November 2009. Mr 
Swinney was accompanied by relevant Scottish Government and Transport 
Scotland officials. The Committee took evidence from the following individuals at 
its meetings on 27 October 2009, 6 October 2009 and 29 September 2009: 

• Amanda McMillan, Managing Director Glasgow Airport, and Stuart White, 
Development Director, BAA Scotland; 

• Garry Clark, Head of Policy and Public Affairs, Scottish Chambers of Commerce; 
• Derick Murray, Director, Nestrans; 
• Eric Guthrie, Partnership Director, Tactran; 
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• Alex Macaulay, Partnership Director, SEStran. 
• Charles Hoskins, Director of Projects, Strathclyde Partnership for Transport; 
• Councillor Steven Purcell, Leader, Glasgow City Council; 
• Bob Darracott, Director of Planning and Transport, Renfrewshire Council; 
• Professor Jan Bebbington, Director, St Andrews Sustainability Institute, Vice-Chair 

(Scotland) Sustainable Development Commission, University of St Andrews; 
• Professor Stuart MacPherson, Chair, Irons Foulner Consulting Engineers; 
• Professor Susan Roaf, School of the Built Environment, Heriot-Watt University; 
• Dr Thomas Wiedmann, Director, Centre for Sustainability Accounting (CenSA) Ltd. 

5. In addition, the Committee received written submissions from SPOKES, 
Scottish Association for Public Transport, Dr David Connolly, and Professor Iain 
Docherty. 

6. The Committee is grateful to those who gave evidence to the Committee as 
part of this budget scrutiny. 

GLASGOW AIRPORT RAIL LINK PROJECT 

Cancellation of the Glasgow Airport Rail Link Project 

7. The Cabinet Secretary for Finance and Sustainable Growth announced in the 
Parliament on 17 September 2009 that the Scottish Government had decided to 
cancel the Glasgow Airport Rail Link project (GARL). He explained to the 
Parliament— 

“The project will incur capital costs for several years. The Government has 
been concerned by the rise in the costs associated with the project. Those 
increases are due to significantly higher estimates of the costs of relocating 
existing infrastructure, as compared with figures that were shared with 
Parliament at the time of the legislation.  

However, we will continue to support the capacity and signalling 
improvements on the rail line between Glasgow and Paisley, which will 
improve services to the travelling public in the area. I announce today that we 
will financially support other measures to improve public transport in Glasgow 
and the west of Scotland as part of the fastlink initiative that addresses 
connections to the new Southern general hospital and the Commonwealth 
games site.”1 

8. In a letter to the Committee dated 1 October 2009, the Cabinet Secretary 
explained his view of the financial context in which he took the decision to cancel 
the GARL project— 

‘[…] the Scottish Government had to take into account the significant 
pressures that had arisen in 2010-11, including the budget reductions 
imposed upon us by the UK Government, and the expectation that this 
pressure would grow, in line with the Treasury’s forecasts (in the Chancellor’s 
Red Book) of major capital scarcity in the medium term. 

                                            
1 Scottish Parliament, Official Report, 17 September 2009, Col 19753. 
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As a responsible administration, the Scottish Government has had to begin 
planning for this period of scarcity, to help ensure that available funding 
continues to be directed toward front line services, and one of the steps we 
decided to take was to cancel the branch line element of GARL.’2 

9. The Committee has taken a close interest in this significant decision during 
its budget scrutiny. The Committee has taken a particular interest in the processes 
that led to the decision to cancel GARL being taken. The limited timetable for 
subject committees’ budget scrutiny has meant that the Committee was restricted 
in its budget scrutiny to taking oral evidence from some of the key stakeholders 
involved in GARL: Glasgow City Council, Renfrewshire Council, Strathclyde 
Partnership for Transport (SPT), BAA Scotland, Scottish Chambers of Commerce 
and the Cabinet Secretary himself. 

Response to the decision to cancel GARL 

10. A number of the witnesses expressed disappointment at the decision to 
cancel GARL. Witnesses from SPT, Renfrewshire Council and Glasgow City 
Council all highlighted what they considered to be the benefits associated with the 
project. Charles Hoskins of SPT, for example, cited the information which 
accompanied the private bill which authorised the construction of GARL— 

“We estimated that those benefits would be in the region of 1,300 jobs during 
the next 30 years. I am not aware that our estimates or anything else have 
changed from the original statement that we made as part of the private bill.”3 

11. Councillor Stephen Purcell of Glasgow City Council noted that GARL had 
formed part of Glasgow’s successful bid for the 2014 Commonwealth Games4 and 
Garry Clark of the Scottish Chambers of Commerce noted that the project’s 
cancellation would entail “reputational issues for Scotland as a whole”.5 Garry 
Clark argued that— 

‘The main issue is long-term strategic connectivity. The project is one piece 
in the jigsaw of joining up Scotland's transport networks.’6 

12. Amanda McMillan of BAA Scotland expanded on this point, telling the 
Committee that— 

‘We are taking a step backwards by pulling away from the project and not 
continuing to invest jointly in creating an international gateway that is up to 
the required standard. I share Garry Clark's view that the airport link was a 

                                            
2 Scottish Government. Letter from the Cabinet Secretary for Finance and Sustainable Growth to 
the Convener of the Transport, Infrastructure and Climate Change Committee dated 1 October 
2009. 
3 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 6 
October 2009, Cols 2180-81. 
4 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 6 
October 2009, Col 2183. 
5 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 27 
October 2009, Col 2208. 
6 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 27 
October 2009, Col 2208. 
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strategic move that would represent Glasgow and Scotland on the wider 
stage.’7 

13. Some of the witnesses did, however, acknowledge the financial constraints 
faced by the Scottish Government. Amanda McMillan of BAA Scotland told the 
Committee that— 

‘We are extremely disappointed by the decision to cancel the GARL project, 
although, as a private company, we understand the Government's financial 
pressures. We always recognised that GARL was a public sector project and 
that it would ultimately be for ministers to determine whether it represented 
good value for money for the taxpayer.’8 

14. Garry Clark of the Scottish Chambers of Commerce told the Committee— 

‘We understand the pressures that the Scottish Government is working under 
regarding its budget for this year and its budgets for future years. Those 
pressures will be shared by the United Kingdom Government and local 
authorities up and down the country.’9 

15. He went on to argue, however, that— 

‘A great deal of time, energy and expense had already been invested in 
developing the link, and businesses that we have been speaking to about it 
think that it is a great shame that the baby has been thrown out with the bath 
water.’10 

16. Bob Darracott of Renfrewshire Council made the point that— 

'One of the major selling points that we considered in Renfrewshire four or 
five years ago during the gestation of the project was that Paisley town 
centre needs every bit of support that it can get.'11 

He went on to say— 

"The only stop on the Glasgow airport rail link, other than the two stops at 
either end of it, was going to be Paisley Gilmour Street station in Paisley 
town centre. That would have provided direct access from the centre of 
Paisley to the airport, which is the major local employer. Separate economic 

                                            
7 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 27 
October 2009, Col 2208. 
8 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 27 
October 2009, Col 2206. 
9 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 27 
October 2009, Col 2212. 
10 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 27 
October 2009, Col 2212. 
11 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 6 
October 2009, Col 2181. 
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development studies were carried out when the bill was being considered 
that proved that that access would be a bit of a boost for the town centre."12 

17. The Cabinet Secretary himself acknowledged that the GARL project was – in 
his words – a ‘desirable’ project, but he explained that in the current environment 
of constrained capital spending, he felt he had to take a decision as to which 
capital project in the budget could not proceed. He explained the basis of this 
judgement to the Committee— 

‘Essentially, the judgement that I arrived at was whether I thought that GARL 
was essential or desirable. I came to the conclusion that it was a desirable 
rather than essential project and it was therefore one that could be removed 
from the capital programme.’13 

18. In this report, the Committee will discuss this judgement in more detail and 
express its views on both the basis on which it was made and note possible 
alternative approaches. The Committee is particularly interested in the question of 
transparency in the decision making process, and wishes to be assured that when 
tough budgetary choices are being made by ministers, such as the cancellation of 
GARL, there is a clear justification for such decisions and it is articulated publicly.  

Reasons for the decision 

19. The Committee explored with a number of witnesses the process by which 
the decision to cancel GARL was taken. The first issue the Committee explored 
was the reasons identified by the Cabinet Secretary for the decision to cancel the 
project. As noted above, in his statement to Parliament the Cabinet Secretary 
stated that he was ‘concerned by the rise in the costs associated with the 
project’.14 In evidence to the Committee, however, the Cabinet Secretary placed 
more emphasis on concerns surrounding the overall cost of the project, 
explaining— 

‘Essentially, the decision not to proceed with the Glasgow airport rail link was 
taken on the basis of the affordability of the project in the context of the 
Government’s programme.’15 

20. Later in the same evidence session, the Cabinet Secretary again 
emphasised that ‘the key element in this decision was the affordability of the 
Government’s capital programme.’16 

21. When he was questioned about whether the issue in relation to the 
affordability of GARL related to spending in the current spending review period, 

                                            
12 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 6 
October 2009, Col 2181. 
13 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2263. 
14 Scottish Parliament. Official Report, 17 September 2009, Col 19753. 
15 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2258. 
16 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2263. 
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rather than in the next spending review period, the Cabinet Secretary 
commented— 

'That ignores the fact that we have a cut in our capital expenditure budget in 
2010-11 of £129 million, which I am making good by protecting projects using 
end-year flexibility. It also ignores the fact that we have a fresh £129 million 
cut in our capital budget for 2011-12. That is unavoidable. We cannot start 
projects without having the money to complete them. I do not understand 
how on earth that could be sophisticated management.'17 

22. The Cabinet Secretary went on to comment— 

'I am making the entirely consistent argument that we have to ensure that if 
we start a project we can fund it to completion. Because of the profile of 
capital expenditure in the years to come, I do not think that that is possible.'18 

23. In evidence, Councillor Stephen Purcell of Glasgow City Council denied that 
there had been a significant increase in the cost of the GARL project in the last 
few months, telling the Committee— 

‘In December 2008, when ministers last made a statement about the finance 
of GARL, they indicated that the cost range […] was £365.5 million to £395 
million. At the time, that was contained in the capital budget. Figures that 
were also provided by the finance secretary tell us that the amount has risen 
since then to £397.5 million. The increase would appear to be £2.5 million, 
not the £70 million that was quoted in my telephone conversation with the 
transport minister, and which has appeared in the press.’19 

24. Councillor Purcell went on to argue that— 

‘Although there might have been a debate with BAA and others about the 
breakdown of the £70 million, we are absolutely clear that it was contained 
within the £210 million maximum figure that was agreed at the time of the 
transfer. That, to my mind, poses some very serious questions about the 
rationale for taking this project out of the draft budget at this time.’20 

25. The Committee put to the Cabinet Secretary the suggestion that a significant 
increase in the cost of project had in fact taken place earlier in its development. In 
particular, the Committee highlighted the assertion that when Transport Scotland 
became the authorised undertaker for project in May 2008, the works at Glasgow 
airport were estimated at £16 million, but within seven months, they were 
estimated at £36 million to £42 million. The Cabinet Secretary told the 
Committee— 

                                            
17 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2276. 
18 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2277. 
19 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 6 
October 2009, Col 2177. 
20 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 6 
October 2009, Col 2177. 
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‘When Parliament passed the bill, the estimate for the ground works at 
Glasgow airport was £7.8 million. As time has passed—as Transport 
Scotland has become involved, and we have scrutinised the costs, 
undertaken some of the ground survey work, progressed the specification 
and engaged with BAA on all those questions—it has become clear that the 
costs in the original estimate were not comprehensive or robust.’21 

26. The Committee notes that the estimated costs of the project had increased 
by the time of the handover of the project to Transport Scotland and that further 
significant escalation has occurred from that time to the present. It appears, 
however, that it is more recent increases in cost estimates that have triggered the 
Cabinet Secretary’s decision to look at the project as a candidate for cancellation 
in the context of the Scottish Government’s other capital spending commitments. 
The Committee will discuss the issue of why the GARL project specifically was 
identified for cancellation later in this report. 

27. The Committee notes that in response to a recent parliamentary question22, 
the Minister for Transport, Infrastructure and Climate Change indicated that the 
expenditure that would be saved as a result of the cancellation of the Glasgow 
Airport Rail Link, based on latest estimated costs, would be as follows: 

2009-10 2010-11 2011-12 2012-13 2013-14 Financial Year 

£ Million £ Million £ Million £ Million £ Million 

Forecast Capital Expenditure 48.7 62.6 37.7 23.5 3.2
 

Advance notice of the decision 

28. A number of witnesses told the Committee that the decision to cancel GARL 
had come as a surprise, with no advance warning given of the announcement. 
Witnesses from Glasgow City Council, Renfrewshire Council and SPT all reported 
receiving a telephone call informing them of the cancellation of GARL 
approximately 20 minutes before the announcement was made to the Parliament.  

29. Garry Clark of the Scottish Chambers of Commerce told the Committee— 

‘It came as something of a surprise and a shock when we heard that the 
decision to cancel the GARL project was about to be announced.’23 

30. Some of the witnesses made the point that a consequence of the lack of 
notice of the cancellation of GARL was the lack of an opportunity to discuss with 
the Scottish Government its concerns about the funding of the project or to explore 

                                            
21 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2269. 
22 S3W-28167 the Minister for Transport, Infrastructure and Climate Change–written question from 
Jeremy Purvis, 28 October 2009. 
23 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 27 
October 2009, Col 2207. 
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alternatives to cancellation. Councillor Stephen Purcell of Glasgow City Council 
told the Committee that— 

‘Although Glasgow City Council was a major stakeholder and interested party 
in the project, we were not consulted on, or invited to discuss, any of the 
concerns that ministers apparently had about the financing of the project.’24 

31. Councillor Purcell indicated that he would have been willing to take part in 
discussions and cited the example of negotiations which took place with the 
Scottish Government when funding concerns were raised in relation to the M74 
completion project.25 On this particular point, the Cabinet Secretary responded that 
in respect of the M74 project, three local authorities were already making financial 
contributions, but that was not the case in respect of GARL.26 

32. In evidence, the Cabinet Secretary suggested that discussing the 
cancellation of GARL with interested parties in advance of the announcement 
being made had disadvantages. He noted that there would be an expectation that 
such a significant announcement should be made to the Parliament first— 

‘Of course, I would not want to be in any way discourteous to stakeholders, 
but I think that members of Parliament will understand—because they make 
this point frequently—how important it is that Parliament is told first, and 
properly, about major decisions.’27 

33. The Cabinet Secretary went on to say— 

‘If, as a consequence of that decision, I have caused offence or concern to 
stakeholders, I regret that.’28 

34. The Cabinet Secretary also argued that one of the disadvantages of a wider 
consultation on potential cuts to capital transport projects might have been the 
creation of unnecessary uncertainty regarding the future of a wider range of 
projects— 

‘If the Glasgow airport rail link had not been cancelled, some other project or 
projects would have had to be cancelled, and it would have been unhealthy 
for the debate to focus on a range of different projects—which would perhaps 
have been put into play—when the Government was prepared to come 
forward with one specific and definitive project.’29 

                                            
24 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 6 
October 2009, Col 2174. 
25 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 6 
October 2009, Col 2175. 
26 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2265. 
27 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2260. 
28 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2260. 
29 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2261. 
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35. In evidence, the Cabinet Secretary suggested that he saw his role in the 
process as one of decision-taking— 

‘Essentially, I am saying to the committee that these issues have to be 
resolved by ministers, who are here to exercise choice, subject of course to 
the constraints of the decisions that Parliament makes.’30 

36. The Committee would not disagree with the general argument that 
Parliament should be the first to know about the cancellation of a major transport 
project. Likewise, the Committee would not wish to see a situation develop 
whereby a wide range of transport projects were publicly deemed to be at risk of 
cancellation.  

37. However, a majority of the Committee31 believes that there should have 
been a way a framing a debate on the implications of constrained capital 
spending in such a way that avoided these problems, but also permitted 
constructive dialogue to take place with stakeholders in advance of the 
decision being taken on the future of GARL. For example, if the Scottish 
Government had concerns about the affordability of GARL, the Cabinet 
Secretary should have made key stakeholders aware of these concerns in 
advance of any decision to cancel the project, and dialogue should have 
taken place with stakeholders about the potential for reducing costs or 
providing new sources of funding. Instead the Committee regrets that this 
opportunity was lost. 

38.  A majority of the Committee32 is concerned that the Cabinet Secretary 
chose to bring forward a proposal to cancel a project which is the subject of 
an Act of the Scottish Parliament as part of draft budget proposals.  It 
considers that, in circumstances where Ministers propose cancellation of 
such projects, a more appropriate approach would be to afford the 
Parliament an opportunity to fully debate their proposals. Such an approach 
would facilitate the engagement of stakeholders in the process and allow a 
full exchange of views and information to take place, prior to the Parliament 
reaching an informed decision. The Committee notes that full parliamentary 
debates were held on proposals to cancel both the Edinburgh Airport Rail 
Link and Edinburgh trams projects which had a similar statutory status.   

Methodology used to take the decision 

39. One of the issues which emerged in evidence was the question of how the 
GARL project, as opposed to any alternative transport project, was identified for 
cancellation.  

40. The Committee asked witnesses whether they were aware of the Scottish 
Government expressing concerns about the state of the project during the period 
leading up to its cancellation.  

                                            
30 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2264. 
31 Rob Gibson, Shirley-Anne Somerville dissented. 
32 Rob Gibson, Shirley-Anne Somerville dissented. 
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41. Evidence from BAA Scotland mentioned an apparent ‘review’ of the project 
conducted around summer 2009 due to concerns about costs. Amanda McMillan 
of BAA Scotland explained that— 

‘We were told in June that, due to concerns about escalating costs at the 
airport, ministers could not sanction the go-ahead of the fuel farm and that a 
review would be conducted. We were subsequently told that that was a 
standard gateway in any project of that scale.’33 

42. Amanda McMillan told the Committee that, at the time, she did not believe 
that the review was a particular cause for concern. She told the Committee— 

‘Throughout the summer, we were reassured by people that it was a normal 
process of review. To be honest, with that scale of public money being 
committed, I saw no reason to dispute that—it seemed appropriate.’34 

43. She also confirmed that she had only been informed of the announcement to 
cancel GARL 20 minutes before it was made. The review mentioned by Amanda 
McMillan was not, however, referred to by any of the other witnesses. Councillor 
Stephen Purcell of Glasgow City Council told the Committee that he had received 
reassurances in August 2009 from the Minister for Transport, Infrastructure and 
Climate Change that there were no concerns about the project— 

‘Over the summer, I heard informally that Transport Scotland was concerned 
about the project's future. In mid to late August, I used the opportunity of a 
meeting on another subject to ask the Minister for Transport, Infrastructure 
and Climate Change whether there were any concerns that we should be 
worried about. The answer was categorically no.’35 

44. The Committee raised with the Cabinet Secretary the question of why 
Amanda McMillan of BAA Scotland mentioned a review of GARL that other 
witnesses appeared to be unaware of. The Cabinet Secretary told the 
Committee— 

‘[…] there is a difference between a review and reviewing information. A 
review of the GARL project was not undertaken; what we reviewed were the 
costs of particular elements of making the GARL project happen. That was 
what happened over the summer of 2009 and that was, I think, what the 
managing director of BAA in Glasgow was making the point about in 
committee. It was just a rudimentary analysis of the costs of different 
elements of a project—work which goes on literally every day of the week to 
ensure that capital projects are performing as we expect them to.’36 

                                            
33 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 27 
October 2009, Col 2217. 
34 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 27 
October 2009, Col 2218. 
35 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 6 
October 2009, Col 2173. 
36 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2260. 
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45. The Committee has sought information from the Cabinet Secretary about the 
process of – in his words – ‘reviewing information’ that led to the cancellation of 
GARL. The Convener wrote to the Cabinet Secretary on 24 September 2009 
asking for the following information— 

‘The Committee would wish to receive a list of all transport projects which 
were considered for cancellation, what other options were considered for 
cutting or reconfiguring the capital expenditure on transport, and the full 
criteria used to assess these various options before reaching a decision.’ 

46. The Cabinet Secretary did not address this request for information in his 
response to this letter dated 1 October 2009. During the evidence session on 3 
November 2009 the Cabinet Secretary was asked for more information on the 
process that led to the cancellation of GARL— 

‘The process essentially rests on the fact that, on a regular basis, I monitor—
and, even more frequently, my officials monitor—the sustainability of the 
Government’s capital programme across the policy spectrum. We have a 
clear idea of the condition, the likely start time in relation to costs and the 
progress of projects, and we can identify where some of the pressure points 
may arise.’37 

47. When asked why the attention of the Scottish Government became focussed 
in particular on the GARL project, he replied— 

‘As I was looking at the choices that would be available to us as we 
concluded budget discussions, the intensity of focus would have become 
much sharper on the GARL project. However, I was considering continually 
the progress of the capital budget and what decisions would have to be 
arrived at.’38 

48. The Cabinet Secretary argued in evidence that there was no need to carry 
out any additional cost benefit analysis work on transport projects ahead of the 
decision to cancel GARL because this information already was available— 

‘With each capital project, we consider all the cost benefit issues at a number 
of stages from early conception through developed proposal to advanced 
proposal. There is no need for me to carry out a cost benefit analysis on this 
issue because all that work has already been done.’39 

49. When asked about whether the Cabinet Secretary would be willing to make 
available the information on which he based his decision to cancel GARL, he 
responded— 

                                            
37 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2259. 
38 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2259. 
39 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
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‘I have published an endless amount of information about the affordability of 
the capital programme, as has Her Majesty’s Treasury, within whose 
framework I have to operate. All that information is publicly available.’40 

50. The Cabinet Secretary also explained during the committee meeting the 
reasons why he had chosen not to proceed with certain alternative proposals for 
funding GARL such as inclusion in the regulated asset base of Network Rail and 
using further accelerated capital spend. 

51. The Cabinet Secretary commented in relation to the regulated asset base of 
Network Rail— 

‘I certainly considered whether there was a possibility that the project could 
be taken forward through inclusion in the regulated asset base of Network 
Rail. The conclusion that I arrived at was essentially twofold. First, I was far 
from certain that it would be either possible or straightforward and practical to 
undertake much of the essential site preparation activity, which forms a major 
part of the costs of the branch-line spur that is involved, as part of the RAB 
arrangement. 

Secondly, under the RAB approach, we do not have access to an 
inexhaustible amount of resource. We have asked Network Rail to undertake 
other things as part of the RAB, including major improvements to the 
Edinburgh to Glasgow rail line and the main lines to Aberdeen and Inverness. 
If investment resources were allocated to the project, that would obviously 
affect Network Rail's ability to invest in other projects.’41 

52. In relation to the suggestion of using further accelerated capital spend, the 
Cabinet Secretary stated— 

‘Regrettably, if we accelerate capital expenditure to fund GARL, it will have to 
be paid back and, as I have explained, the financial pressures on the 
Government's capital programme will grow ever more significant as the years 
pass.’42 

53. He went on to say— 

‘I have listened carefully to what MSPs have said about the possible use of 
accelerated capital and I am pretty certain that I heard Mr Gray say last week 
that the priority for accelerated capital expenditure had to be investment in 
social housing. I happen to agree with Mr Gray on that point. If we are to 
make investment in social housing a priority, we cannot also make a project 
such as GARL a priority.’43 

                                            
40 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
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November 2009, Col 2264. 
42 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2266. 
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54. The Committee also notes that when questioned on whether he had received 
a recommendation from Transport Scotland that the GARL project should be 
cancelled, the Cabinet Secretary said that this was not the case.44 

55. It is clear to the Committee that the Cabinet Secretary’s position is that the 
decision to cancel the GARL project was based on his judgement of its 
affordability, against a background of increased costs and desire to deliver a 
significant saving in the transport capital programme at a time of financial 
constraint.  

56. The Committee notes that guidance on the budget process from the Finance 
Committee to subject committees states— 

‘Subject committees may wish to consider what evidence there is of 
prioritisation within their portfolios being supported by robust evaluation 
and performance management information.’ 

57. Taking this guidance from the Finance Committee as its lead, it is the 
view of a majority of the Committee45, that the Cabinet Secretary has failed 
to provide adequate information regarding the process used to reach the 
decision to cancel GARL for the Committee to be satisfied as to whether the 
decision was justified.  

58. A majority of the Committee46 considers that, prior to decisions being 
taken on substantial changes to major transport infrastructure projects, it is 
essential that a robust appraisal and cost benefit analysis of alternative 
options takes place. Although the Cabinet Secretary has indicated that the 
Scottish Government monitors key financial data related to capital projects 
on a regular basis, the Committee is not convinced that this negates the 
need to conduct an appropriate level of comparative analysis in advance of 
major strategic transport infrastructure decisions. 

59.  In the absence of this information, a majority of the Committee47 is of 
the view that the Cabinet Secretary has failed to make a sufficient case for 
the cancellation of GARL .  

60. A majority of the Committee48 therefore recommends that, ahead of the 
budget debate, the Cabinet Secretary should provide to this Committee and 
the Finance Committee specific details of the information and advice on 
which he based his decision to cancel GARL. This should include details of 
any form of analysis of options that was conducted by his officials, such as 
the possibility of securing alternative funding or re-profiling the capital 
spend on the project. Full information should also be provided of the 
process by which the estimated costs and affordability of other major 
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46 Rob Gibson, Shirley-Anne Somerville dissented. 
47 Rob Gibson, Shirley-Anne Somerville dissented. 
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transport projects were considered against those of GARL before the 
decision was taken to propose its cancellation.  

Discussions following the cancellation announcement 

61. The Committee asked witnesses about what, if any, discussions had taken 
place since the announcement of the cancellation of GARL regarding the potential 
for reinstating the project. 

62. Councillor Stephen Purcell of Glasgow City Council (in evidence given on 6 
October) indicated that since the announcement he has had no discussions with 
the Scottish Government regarding GARL, apart from a discussion at the 
Commonwealth Games Strategic Committee which he described as ‘not 
productive in terms of the detail’ and ‘simply about process’.49 He told the 
Committee that— 

‘As a pragmatic person, I am of course happy to sit down with anyone to look 
at alternative phasing or funding arrangements or alternatives to the design 
of the project that is currently on the table.’50 

63. He explained that ‘the starting point of our debate about alternatives would 
be an examination of the finance.’51 

64. Garry Clark of the Scottish Chambers of Commerce told the Committee— 

‘If it were to say that it wanted the link to go ahead but that the substantial 
and understandable financial pressures on Government were preventing that 
from happening, the business community would be more than happy to sit 
down with it to explore other means of funding the project, either from 
elsewhere in the Scottish Government budget or from third-party sources. 
We must all decide whether or not we want the link. We want it and are 
happy to discuss ways of making it happen.’52 

65. Amanda McMillan of BAA Scotland did not have any specific suggestions on 
how the GARL project might be restarted, telling the Committee that ‘I do not think 
that we were afforded an awful lot of notice about the decision, so we did not have 
time to reflect in that way.’53 

66. When asked in evidence to the Committee about whether he would be open 
to discussions with interested parties about the possibility of reinstating the GARL 
project, the Cabinet Secretary stated— 
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‘I have made my recommendation to Parliament. In my view, the position is 
absolutely clear: the Government’s preference is not to take forward the 
Glasgow airport rail link. I am certainly not considering the possibility of 
reinstating it.’54 

67. The Committee notes this uncompromising position adopted by the Cabinet 
Secretary. This would appear to rule out discussions with stakeholders about 
possible options for reinstating GARL. The Committee also notes that, whilst some 
witnesses stated that they would be willing to discuss ideas to allow GARL to 
continue, it is not aware of any specific proposals which have been brought 
forward so far.  

68. In the view of a majority of the Committee55, the position taken by the 
Cabinet Secretary is not a constructive one. It is concerned that, although 
they may not ultimately have proved viable, alternative funding mechanisms 
such as Network Rail’s Regulated Asset Based approach, accelerated capital 
expenditure or the Non Profit Distributing model have not been given 
serious consideration. A number of stakeholders have indicated a 
willingness to discuss proposals for reinstating GARL, and whilst it seems 
the case that no specific proposals have been brought forward, the 
Committee recommends that the Cabinet Secretary invites representations 
from stakeholders such as Glasgow City Council so, at the very least, he is 
aware of any proposals they might have for alternative ways of funding the 
project. 

Alternatives to GARL 

69. The Committee raised with witnesses the question of how transport links to 
Glasgow airport should be developed in the event that GARL does not proceed. 
Amanda McMillan of BAA Scotland expressed the view that— 

‘Having looked at the fastlink project, our concern is that, under current plans, 
it will not come to the airport. That is why I said in my introductory remarks 
that, as it stands, it will not replace GARL. 

My second concern is that we need an express service. Passengers who 
arrive at an airport want to get to their ultimate destination as quickly as 
possible. We cannot afford to have multiple stops and a route that is not as 
direct as possible. My concern about extending fastlink to the airport is that it 
does not appear that it would be an express service.’56 

70. In evidence, Councillor Stephen Purcell of Glasgow City Council appeared 
pessimistic regarding the effectiveness of potential alternatives to GARL— 

‘[…] at the moment, it is clear to me that Clyde fastlink is not an appropriate 
alternative to the Glasgow airport rail link. It is a regional transport project 
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that stands in its own right, so it is correct to say that at this stage we are not 
discussing it as an alternative. That will be the case unless our SPT 
colleagues can advise us that a form of fastlink would deliver the same 
advantages and economic benefits that the Glasgow airport rail link would 
deliver. I have to say that I doubt that. I do not see how even a proper bus 
rapid transit system could connect Glasgow city centre and the airport within 
15 minutes.’57 

71. Councillor Purcell added— 

‘If the conclusion is that the Glasgow airport rail link is to be cancelled or 
postponed, and there is an offer to consider all the other projects as some 
form of alternative—either an airport link or another transport project that can 
be funded and delivered—we are pragmatic people and of course we will 
want to sit down and discuss such alternatives with colleagues in Parliament 
and elsewhere.’58 

72. The Cabinet Secretary indicated that he was willing to meet with 
stakeholders— 

‘That is an open dialogue, which the Government is keen to have with 
stakeholders. I made it clear to Parliament that there are various ways in 
which we will progress that discussion. The Minister for Transport, 
Infrastructure and Climate Change has met Renfrewshire Council to discuss 
those issues, and we are keen to progress discussions with Glasgow City 
Council. There are obviously opportunities for us to make progress on those 
questions, and the Government will engage in discussions to bring that 
about.’59 

73. The Committee notes the willingness of the Cabinet Secretary to engage in 
discussions about alternatives to the GARL project. The Committee recommends 
that in the event that the GARL project does not go ahead, these discussions take 
place as a matter of urgency. 

74. The Committee agrees that Fastlink should not be viewed as an alternative to 
GARL. It is an important project and its merits should be considered separately.  
However, the Committee notes that the cost implications of the cancellation of 
GARL have not as yet been factored in to the Fastlink project. 

WIDER TRANSPORT ISSUES  

75. The Committee welcomes the commitment to transport expenditure in the 
draft budget, noting how overall spending on transport will be broadly maintained 
in 2010/11. 
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76. The Committee recognises that the UK Government’s policies to mitigate the 
wider impact of the recent financial crises will have significant - and potentially 
enduring - implications for public spending from 2012 onwards and that Scottish 
Ministers will face difficult choices in setting future budgets.   

77. The scale of this challenge was articulated by the Cabinet Secretary, who 
suggested that the Government’s capital budget faced a real term reduction of 13-
18% in some years. The Cabinet Secretary also reported that the implications for 
the revenue budget remained unclear (until perhaps 2010) but the expectation was 
that revenue expenditure would also come under pressure in the future. The 
Cabinet Secretary stated— 

‘We have to deal with the fact that the capital budget will be falling in real 
terms. The revenue budget issues are less clear. There are clearer capital 
lines than revenue lines in the budget red book.’60 

78. Whilst the Committee notes the Cabinet Secretary’s remarks, it makes the 
observation that there is a considerable degree of uncertainty regarding the 
forecasts contained in the budget red book and that there is at present no agreed 
level of support for Scotland in future years. 

79. The Committee welcomed the Cabinet Secretary’s recognition of the 
importance of transport in meeting the Scottish Government’s national strategic 
objectives and his stated intention to achieve modal shift on the journey to work 
and that will make a significant contribution to climate change objectives. 

80. However the Committee also noted the Cabinet Secretary’s observation, in 
the face of constrained public finances and with major projects in prospect like the 
Forth replacement crossing likely to dominate and skew expenditure, that there 
was a degree of financial ‘uncertainty’61 over whether any progress against 
national strategic objectives can be made.  

81. The Committee wishes to re-emphasise the importance of transport policy 
and investment in underpinning future sustainable economic growth and in making 
a full contribution to Scotland’s climate change targets. The Committee has cause 
for concern about the risks of reducing transport spending for— 

• The national strategic target/indicator of achieving modal shift on the journey 
to work. 

• The three National Transport Strategy Strategic Objectives 

• The Scottish Government’s interim climate change targets. 

• Sustainable economic growth 
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82. The challenge faced by Ministers - and the reality that they will be forced to 
make difficult choices on spending - was also acknowledged in the evidence 
provided to the Committee by other witnesses.   

83. Witnesses also shared the Committee’s concern about the risks of reduced 
public spending to key strategic outcomes. Alex Macaulay of SEStran stated in 
evidence, for example— 

‘My assessment is that if we do not have continued investment in transport it 
will be difficult to get us out of the recession that we are in. It will also be 
difficult in respect of social inclusion and accessibility to remote rural areas.’62 

Strategic Transport Projects Review 

84. The Committee believes that constraints on public spending, the timing of the 
delivery of existing committed transport infrastructure projects (most notably the 
Borders Rail and the Aberdeen Western Peripheral Route), and the prioritisation of 
the Forth replacement crossing will adversely impact on the deliverability of the 
other 28 STPR projects. 

85. The Committee believes that it is now inconceivable that all 29 projects can 
be delivered within the original timescales. The Committee heard evidence that 
Regional Transport Partnerships shared the Committee’s concerns on STPR, and 
they highlighted the risk to the delivery of Regional Transport Strategies if the 
STPR projects were not delivered. Alex Macaulay of SEStran indicated that he 
saw no prospect of moving forward important regional projects before 2016 at the 
earliest. He commented— 

‘On the major projects that were identified in the strategic transport projects 
review, we all know that there are some big chunky spenders in the first few 
years. The net effect of that is that there will be virtually nothing left, other 
than the big four projects, until 2016. In effect, that means that Transport 
Scotland's ability to work in partnership with regional transport partnerships 
to move forward on the wide range of other good projects in the STPR is very 
limited.’63 

86. In giving evidence to the Committee, the Cabinet Secretary emphasised that 
the STPR is not a list of major infrastructure projects, but a range of interventions  
grouped around three key themes (first, maintaining and safely operating existing 
assets; secondly, making better use of existing capacity; and thirdly, making 
targeted infrastructure improvements64), and that many of the STPR projects are 
concerned with enhancing and maintaining existing infrastructure. Nevertheless, 
the Committee notes that there is a significant cost associated with a number of 
these network enhancement initiatives. 
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87. The Committee would welcome a commitment by the Cabinet Secretary to 
prioritising STPR projects that really will make a difference to modal shift and 
climate change objectives (such as strategic park and ride). 

88. The Cabinet Secretary also reported that the STPR would be prioritised on a 
spending review by spending review basis, telling the Committee— 

‘We are making progress on these matters, but in each spending review we 
will need to revisit the programming.’65 

89. The Committee acknowledges the rationale behind the cautious and 
pragmatic approach towards prioritising STPR projects on a spending review by 
spending review basis. However, the Committee would not wish to see a return to 
the kind of short term strategic planning that precipitated the National Transport 
Strategy and the STPR in the first place. 

90. As such, the Committee has a number of specific observations on the future 
prioritisation of the STPR projects: 

• The Committee welcomes the provision in the draft budget for design and 
redevelopment work to bring STPR projects to a state of readiness to deliver. 
However, the committee would like to see more articulation of this 
preparatory work to gain a sense of the projects that are at an advance stage 
of preparation, and on which work could start quickly if funding were to 
become available.  

• The Committee also believes that, even in the current financial climate and 
acknowledging the uncertainty over future spending rounds, it should still be 
possible to make commitments to projects over five to seven years. 

• The Committee would like to see a list of projects drawn up (plus reserves in 
case of slippage or increased resources). This would require the STPR 
projects to go through some formal – and transparent – prioritisation. The 
case for such prioritising the STPR projects was also supported during the 
evidence given by Regional Transport Partnerships.   

91. Eric Guthrie of Tactran mentioned, for example, the idea of— 

‘[…] reprioritising some of the quick-win projects in the STPR. Such 
opportunities in part take account of the financial constraints that exist.’66 

92. The Committee acknowledges that the prioritisation of STPR projects and the 
drawing up of a list of projects to be promoted in the medium term is dependent on 
the amount of available expenditure, and that much of the expenditure is likely to 
be spent on the Forth replacement crossing. The Committee highlights written 
evidence from Professor Iain Docherty on this matter— 
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‘With an estimated cost of around £2bn, the Forth Replacement Crossing is 
one of the largest single capital projects seen in Scotland. The Scottish 
Government has chosen to fund the bridge by conventional means and this, 
coupled with UK Government’s refusal to agree a long(er) term payment 
structure, means that for the period of around 5 years in which the primary 
capital payments for the construction of the project will be spread, there will 
be very little scope for further capital spending on transport in Scotland.’ 

93. The Committee would therefore welcome an explicit articulation of how 
much will be spent on constructing the bridge and how much will be left 
over for other projects during the period of time when the bridge is under 
construction. 

94. Given the need for transparency in the decision-making progress, concerns 
over a return to short term decision making, and the capital spending constraints 
associated with the replacement Forth crossing, the Committee will give careful 
scrutiny to the process of prioritising transport projects in future spending reviews. 

Other funding mechanisms 

95. The Committee also took evidence on the possibility of exploring a range of 
financial mechanisms including accelerated capital expenditure and PFI for 
appropriate projects. Several witnesses also supported the proposal from the 
Calman Commission to grant the Scottish Government borrowing powers.  

96. While encouraging Ministers to explore other possible sources of funding, the 
Committee acknowledges that while there is some scope for strategic rail projects 
to be be financed via Network Rail’s Regulated Asset Based (RAB) mechanism, 
no such equivalent mechanism is available for road and other non-rail capital 
projects. 

97. The Committee also recognises the Cabinet Secretary’s concern that 
projects funded by RAB, accelerated capital expenditure and other borrowing 
mechanism has to be paid back, will have implications for capital and revenue 
spending in future spending reviews.    

98. However, the Committee welcomes the fact that the Cabinet Secretary 
indicated he was attracted to the idea - proposed in evidence by Regional 
Transport Partnerships - of creating a pot of money to provide match 
funding for external sources such as European Structural Funds and 
European North Sea Area programmes as long as there is no financial 
penalty for the Scottish Government. The Committee recommends that the 
Scottish Government gives further thought to this or alternative models of 
funding. 

Local and regional government 

99. The Committee notes that Scottish Government support to local authorities 
will increase by £76 million in 2010-11 from 2009-10 levels.  The majority of the 
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Committee67 is not confident that this increase will be reflected in increased 
spending across transport authorities at a local and regional level.   

100. The Committee is particularly concerned about local transport expenditure in 
the longer term. Witnesses from Regional Transport Partnerships expressed 
concerns that local and regional transport budgets might be at risk because of (i) 
future constraints over public spending; and (ii) because past experience has 
shown that transport invariably loses out to priorities such as education and social 
work when local authorities reallocate expenditure from their single pot.  

101. In evidence to the Committee, the Cabinet Secretary acknowledged that local 
authorities faced difficult choices in assessing how to allocate resources—  

“I am certainly aware that difficult choices have to be made on public 
finances. […]It is a question of assessing how resources can be used in the 
round to achieve the objectives that we all want to achieve. For example, we 
are taking steps in the direction of economic recovery. That recovery is still 
fragile, so our ability to ensure that we support it properly is an important 
consideration. Local authorities have to wrestle with all those questions, and 
I know from their participation in regional transport partnerships that they will 
be able to do that and to identify what resources can be pulled together to 
make the maximum impact.”68 

102. In the light of these challenges, the Committee is therefore concerned about 
the potential threats to: 

• Transport elements of local authority Single Outcome Agreements 
(SOAs)  

• Regional Transport Partnerships ability to deliver the strategic objectives 
set out in regional transport strategies. 

103. The representative from Tactran recognised that SOAs are a potential 
opportunity to align RTPs, saying that— 

“I see single outcome agreements as an opportunity to revisit the debate 
about how the regional transport strategy delivery plan projects can be 
resourced. […] It is early days as far as that discussion is concerned, but we 
are working hard in that area and looking at how we can include in the action 
plans for single outcome agreements a number of the key regional transport 
strategy projects.”69 

104. The Committee also noted the Cabinet Secretary’s confirmation that 
transport priorities feature strongly in Single Outcome Agreements: 
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“Transport priorities feature strongly in single outcome agreements and are 
signed off between the Government and community planning partnerships, 
so those discussions will have taken place at local level. I have had a 
significant amount of discussion with local authorities about their role in 
supporting economic recovery and have found them keen to play a positive 
role in that process.”70 

105. In its last submission to the Finance Committee, the Committee highlighted 
fears over the potential tensions between local authorities and Regional Transport 
Partnerships. After taking evidence from three RTPs on this year’s draft budget, 
the Committee believes that these fears were fully justified.   

106. In particular, the Committee noted the reduction in capital budgets of RTPs, 
following the removal of the dedicated budget line from the Scottish Government 
to fund the capital projects of RTPs. The Committee also noted the extent to which 
Regional Transport Strategies have been aligned with, and are heavily reliant on, 
STPR projects.  

107. For example, SEStran has received 42% of the funding that it was previously 
allocated, with only four of the eight constituent local authorities  contributing to the 
SEStran capital budget in 2009/2010.   

108. Tactran’s capital grant amounts to £1.9m in 2009/10, the equivalent of only 
60% of the budget before the dedicated budget line was removed. The Regional 
Transport Strategy has been costed at £980m, £680m of which will be delivered 
through STPR projects. 

109. Nestrans, in contrast, has received 100% of the previous capital budget from 
its two constituent local authorities 

110. The Regional Transport Partnerships who gave evidence also expressed 
concern that the Scottish Government’s Transport Strategy and Innovation budget 
has also been cut from £8.6m in 2009-10 to £6.6 million in 2010-11. This budget 
provides running cost support for RTPs. The Committee therefore welcomes the 
Cabinet Secretary’s confirmation that the reduction in this budget will have no 
impact on the core costs of Scotland’s Regional Transport Partnerships.71 

111. The Committee also anticipates that, with an expected squeeze on public 
spending, Scottish local authorities will become increasingly preoccupied with 
delivering on ‘narrow’ transport elements of single outcome agreements at the 
expense of more strategic regional partnership objectives.  

112. The Committee is therefore extremely concerned about the potential re-
emergence of a transport ‘delivery gap’ at regional level.  
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113. The Committee notes the Cabinet Secretary’s view that RTPs would have to 
mobilise local authorities to work in cooperation on transport projects that cut 
across boundaries. 

“The regional transport partnerships' success will be dependent on the extent 
to which they can work co-operatively and collaboratively with their 
constituent local authorities to realise a shared agenda. That is the 
mechanism that they must use. I understand from local government the 
importance that it attaches to taking the most effective steps that it can to 
improve the transport infrastructure.”72 

114. However, evidence taken from representatives of partnerships themselves 
suggested that such mobilisation might be easier in some partnership areas than 
others.  

115. The Committee therefore has serious concerns over the current model of 
transport delivery at local and regional level, whereby local authorities can opt in 
and opt out (although it is recognised that there is provision in legislation for RTPs 
to requisition resources from constituent local authorities). 

116. It is also acknowledged that the Committee would require much more 
information and evidence before it could take a rounded view on the ‘delivery gap’ 
and the future role, responsibilities and contribution of Regional Transport 
Partnerships. However, the Committee’s current work programme anticipates that, 
prior to the end of the current parliamentary session, the Committee will undertake 
an inquiry that will examine the operation and effectiveness of Regional Transport 
Partnerships in Scotland following their introduction under the Transport (Scotland) 
Act 2005. This inquiry will provide an opportunity for a more detailed analysis of 
the issues identified as part of the budget scrutiny exercise to be carried out. 

Spending priorities 

117. Witnesses from RTPs argued in favour of a modest reallocation of resources 
to support schemes that could make a significant impact on modal share and 
transport’s contribution to meeting Scotland’s climate change targets. 

118. For example, Eric Guthrie from Tactran said— 

“In some areas, we feel that greater priority could be given to what Alex 
Macaulay has called the low-hanging fruit and what I would call quick wins. I 
suggest that one of those quick wins might be found in project 8 in the 
strategic transport projects review, which concerns strategic park-and-ride 
projects, specifically that serving Dundee. We are using our revenue budget 
to develop various projects in partnership with Transport Scotland, our 
partner authorities and—south of the Tay—SEStran...”73 
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73 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 27 
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119. This issue of reallocating relatively small amounts of the transport budget to 
help encourage modal shift was also raised in written evidence to the Committee 
from SEStrans which stated— 

“For the SEStran area an allocation of £10 to £15m a year would make a 
significant difference and would allow progress to be made on projects such 
as Edinburgh Outer Orbital Bus Rapid Transit,  Levenmouth Rail, Cross Forth 
Ferry/Hovercraft, Park and Ride north and south of the Forth including 
Halbeath, Rosyth and Lothianburn and implementation of the A801 M8/M9 
Link Road in partnership with Transport Scotland.”74 

120. This view was echoed by Professor Iain Docherty who said in written 
evidence submitted to the Committee— 

“… there is substantial evidence that very small projects – such as local road 
improvements, bus infrastructure upgrades and improvements to the 
pedestrian environment, can yield benefit:cost ratios many times higher than 
traditional new transport infrastructure projects such as new roads and 
railways. This is particularly the case if non-transport benefits, such as health 
improvements arising from more active travel, are paid full attention in the 
appraisal process.”75  

121. The Cabinet Secretary confirmed during evidence that he shared the view 
that a relatively modest amount of additional capital and revenue funding could 
make a significant difference to national objectives on modal shift and climate 
change through the prioritisation of low-cost initiatives such as strategic park-and-
ride. He told the Committee— 

“I encourage the regional transport partnerships to engage in constructive 
dialogue with their constituent local authorities—their own members, 
essentially—to identify the interventions that can make all the difference. 

Wherever I go in the country where there is a park-and-ride system, it is full. 
Such measures have been fantastically successful as long as the public 
transport connections exist to link up with them. In my experience, those are 
very good interventions that deliver modal shift contribute to the reduction of 
emissions. They are, therefore, to be welcomed.”76 

122. The Cabinet Secretary was pressed on the issue of budgetary choices and 
priorities in the transport strategy. He told the Committee— 

“The STPR is not just about big projects; it is about how we maintain and 
safely operate existing assets and how we make better use of existing 
capacity. We may find that outcomes can be achieved in a very sustainable 
way as a consequence of some of these interventions. I want the committee 
to understand that the Government is willing to have such discussions. There 
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75 Professor Iain Docherty. Written submission to the Transport, Infrastructure and Climate Change 
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is no shortage of suggestions about projects to take forward, but we are 
happy to consider them.”77 

123. The Committee welcomed the Cabinet Secretary’s confirmation that he was 
open to a dialogue about making budgetary choices between large capital projects 
(which people want) and a larger number of smaller schemes that might contribute 
to strategic objectives in the short to medium term (which people also want). 

124. However, the Committee recommends that the Scottish Government 
should give greater recognition both in the budget and its transport policy 
direction of the important role that local and regional transport projects and 
initiatives can play in delivering national transport objectives.  

125. In identifying where reprioritisation within the transport budget might be 
focused or savings/efficiencies might be made to free up resources in the existing 
budget, the Committee has received evidence which identified two areas for 
further scrutiny – concessionary fares and the proportion of the transport budget 
allocated to rail.  

126. David Connolly from MVA noted that— 

“Subsidising concessionary travel represents almost 8% of the annual budget 
and this proportion is likely to grow as the Scottish population ages. Latest 
GROS forecasts predict a 15% increase in the number of 60-74 year olds 
over the next ten years and a 23% growth in the number of 75+ over the next 
ten years.”78 

127. Evidence from Professor Iain Docherty argued that— 

“The real impact of concessionary fares support is under-researched. It may 
be that there are very substantial social and other benefits that fully justify the 
scheme’s continuation at current levels, or indeed its expansion. However, it 
may also be that the benefits in economic, social and environmental terms do 
not exceed the very substantial annual cost.”79 

128. RTPs also questioned whether levels of remuneration to bus companies 
through concessionary fares – specifically  full discounting of fares  - was providing 
value for money. For example, during evidence, Alex Macaulay of SEStran 
commented— 

‘I support Derick Murray's comments about bus route development grant. I 
would like the Government to examine carefully what it is spending on 
concessionary travel. I know that the committee has debated that issue and 
that a review of the scheme concluded that it should continue to provide the 
same level of service to the customer, but the management of concessionary 
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travel needs to be examined much more carefully to ensure that we get 
better value for it. We also need to link bus service operators grant to 
environmental objectives. There is the potential to increase spending on that, 
if we see benefits coming through in reduced emissions.’80 

129. However, it was also recognised that bus companies see concessionary 
fares as bottom line income and that to restructure the administration of 
concessionary fares runs the risk of undermining the provision of economically 
marginal services at a time when the ability of local authorities to step into the gap 
is likely to diminish. Eric Guthrie of Tactran explained— 

“The legislative position in relation to concessionary travel is that the subsidy 
is provided to the user and not to the operator, who should technically be no 
better or worse off. However, I think that, at the end of the day, the transport 
industry considers the concessionary payment to be revenue—bottom-line 
revenue, as it currently stands. My concern, and my one reservation with 
regard to what Alex Macaulay said, is that a reduction—if that were to be the 
consequence of any review of the operator reimbursement—could put at risk 
the existing operation of the public transport network, which would be a 
fundamental issue for RTP and RTS strategic objectives.”81 

  

130. The Cabinet Secretary outlined his views on concessionary fares to the 
Committee, stating— 

“We are focusing the concessionary travel system on benefiting members of 
the public, who are using it comprehensively.”82 

131. The Committee would urge Ministers and Transport Scotland to ensure 
that operation and management of the concessionary fares scheme is 
effectively monitored and that it delivers best value for money, particularly 
as the numbers eligible for the scheme are likely to gradually increase in 
coming years.  

132. Written evidence submitted by David Connolly and Professor Iain Docherty 
also highlighted the potential of freeing up revenue from Scotland’s railways in the 
future.   

133. David Connolly noted that rail accounts for 30% of the annual transport 
related budget but that only 2% of all trips made by motorised modes in Scotland 
are made by this mode and it represents only 12% of the total person kilometres 
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travelled on the Scottish strategic (i.e. Motorway and Trunk Road and Rail) 
network.83 

134. Professor Docherty commented on the significant proportion of funds 
committed to the rail budget. In written evidence he stated— 

 “...further reorganisation of the railway in Scotland through vertical integration 
or other reform might yield important savings. Even a minor percentage 
saving in railway costs of say 10% would deliver sufficient headroom to 
maintain tens of millions of transport capital spending annually….Similarly, 
there could usefully be much more analysis of whether it is possible to return 
the overall cost basis of the railway to pre-privatisation levels.”84 

135. The rail network is obviously important for the Scottish economy and any 
efforts to redirect funding from rail would meet with opposition from the business 
community in particular. However, the Committee may have the opportunity to 
scrutinise the funding of the railways in future programmes of work, and it may well 
be - as David Connolly advocates – that—   

“Scottish ministers should give serious long term consideration to adjusting 
the proportion of future budgets which are allocated to delivering rail services 
in Scotland, with the aim of bringing them more into line with the economic 
and climate change benefits they deliver.”85 

136. The Scottish Association for Public Transport outlined its position in written 
evidence to the Committee— 

“In a tight budget situation, policy should favour investment increasing modal 
shift to rail and reducing requirements for operational support – but with such 
savings being used to lower fares relative to car use and to further increase 
rail investment.”86 

SUSTAINABLE TRAVEL AND ACTIVE TRAVEL 

137. The treatment of active travel in the draft budget once again gives the 
Committee cause for concern. 

138. In its report to the Finance Committee on the 2008-09 draft budget, the 
Committee recommended that a gradual transfer of resources be made from the 
relevant components of the health budget to the active travel line, in order to 
realise the public health benefits from investment in walking and cycling projects.  
In its report on the 2009-10 draft budget, noting that its previous recommendation 
had not been acted upon, the Committee again recommended that the Scottish 
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Government should give consideration to increasing the active travel line in the 
budget. 

139. The Committee notes that, despite these previous recommendations, the 
sustainable transport and active travel line has decreased from £11.5m in the 
2009-10 budget to £11.2m in the 2010-11 draft budget. 

140. The Committee also notes that in the foreword to the recent consultation on 
the Scottish Government’s Cycling Action Plan for Scotland, the Minister for 
Transport, Infrastructure and Climate Change states that his vision is that ‘by 
2020, 10% of all journeys taken in Scotland will be taken by bike.’  

141. However, in written evidence to the Committee, the cycling campaign group 
Spokes suggests that, in recent years, the total investment from all main sources 
has remained no higher than the equivalent of 1% of the transport budget, with the 
result that cycle use in Scotland has remained at around 1% of all journeys.  They 
indicate that this compares to 5%-30% of journeys in other European countries.   

142. When the Cabinet Secretary was questioned on this issue during oral 
evidence, he responded by suggesting, as he had when similar points were put to 
him during previous draft budget considerations, that funding for cycling is also 
provided from other areas of the budget: 

‘Money is spent on supporting cycling development in a number of parts of 
the budget, but that is not always immediately obvious. I have made the point 
to the committee that we are spending money in parts of the trunk road 
network budgets to develop cycling infrastructure. It is possible to arrive at a 
compartmentalised figure for that, but such a figure does not appear in the 
budget document.’87   

143. In their written evidence, Spokes propose that the draft budget be amended 
to allow for a £20m Cycle Projects Fund to be administered by the Scottish 
Government’s own sustainable transport team.  The Cabinet Secretary responded 
to this proposal by saying that: 

‘An extra £20 million is quite a sum of money to be wrestled with, given the 
financial constraints within which we are operating.’88 

144.  The fact that proposed spend in this area is declining at a time when one of 
the stated objectives of the Scottish Government is to achieve a ten-fold increase 
in cycling journeys, appears to the Committee to be contradictory.  It considers 
that a reduction in the sustainable transport and active travel line suggests that the 
priorities of the transport agenda are, in budgetary terms,  moving in the opposite 
direction to those outlined in the draft Cycling Action Plan for Scotland.   

145. The greenhouse gas emissions reductions required by the Climate Change 
(Scotland) Act 2009 represent a hugely significant challenge for the Scottish 
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Government. The Committee is of the view that, that if the Scottish Government is 
to be perceived as taking seriously the need to encourage modal shift to more 
sustainable transport modes to reduce emissions from transport, it must begin to 
make more practical moves towards doing so. It considers that if significant 
progress is to be made, new methods of delivering funding need to be developed, 
perhaps in the direction being argued by Spokes in its well argued submission to 
the Committee. 

146. Whilst the Committee acknowledges the pressures on the draft budget, it is 
concerned at the continued gradual reduction in the sustainable transport and 
active travel line. It is of the view that the decline in the funding of sustainable 
transport and active travel line needs to be not only reversed, but significantly 
increased. However, the high-level nature of the information contained in the draft 
budget makes it difficult to identify where specific capacity exists for a reallocation 
of resources.  

147. The Committee therefore recommends that the Scottish Government 
should conduct an exercise to establish what scope exists across the 
transport budget for reallocating resources in order to reverse the 
incremental decline in the active travel line. It further recommends that this 
exercise is conducted prior to the debate on the Finance Committee’s report 
on the draft budget and that the results are submitted to both committees.  

148. As this is the third consecutive year in which the Committee has sought 
an increase in this area of spend, the Committee requests that the Finance 
Committee endorses this recommendation. 

149. The Committee also acknowledges that spend in other areas of the budget, 
such as health and local government, contain elements which are designed to 
support initiatives to encourage active travel, healthier lifestyles etc..  However, it 
also notes that there appears to be a lack of information on the nature of these 
allocations and how effective they are in achieving these objectives.   

150. The Committee therefore requests that full details of the different 
elements of spend across the budget which relate to active travel should be 
provided by the Scottish Government. It also recommends that the Scottish 
Government conducts an assessment of how proactive the bodies in receipt 
of this funding are in delivering such initiatives, and that steps are taken to 
ensure that a greater emphasis is placed on the need to produce tangible 
results.  

151. The Committee also considers that there would be merit in considering 
how these various allocations might be spent in a more coherent and co-
ordinated way and contribute more effectively towards meeting the Scottish 
Government’s objectives on active travel.  

152. The Committee is currently conducting an inquiry into active travel which is 
focused on how an improved uptake of walking and cycling might be delivered.  
The formal remit of the Committee’s inquiry is to consider the progress being 
made in developing active travel; any barriers to further progress; and the further 
action that may be required by the Scottish Government, local authorities and 
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other bodies to ensure that significant progress is made in the development and 
implementation of active travel in Scotland.  The Committee will be particularly 
interested in establishing whether any of the barriers to progress are related to 
lack of available funding at a national or local level. 

153. The Committee anticipates that its inquiry report, due to be published early in 
2010, will help inform the Scottish Government’s proposed Cycling Action Plan for 
Scotland.  In the meantime, it hopes that the development of CAPS will include a 
full and realistic assessment of the budgetary provision that will be required to 
provide significant progress in the development of cycling in Scotland. 

CARBON ASSESMENT OF THE 2010-11 DRAFT BUDGET 

154. On 17 September 2009, the Scottish Government published its Draft Budget 
2010-11 and also published a carbon assessment of the Draft Budget89. This is the 
first time a carbon assessment of the Scottish Government’s Draft Budget has 
been produced and the Committee agreed to scrutinise this assessment in 
addition to its scrutiny of the overall transport budget. 

155. Last year, during consideration of the Scottish Government’s Draft Budget 
2009-10, the Committee heard from the Cabinet Secretary on the complexities of 
producing a meaningful assessment of the carbon implications of government 
spending. He explained that the Scottish Government was exploring a range of 
options for the methodology to deliver a high-level assessment to be used as part 
of the spending review process.  

156. In December 2008, the Committee reported to the Finance Committee on the 
Scottish Government’s Draft Budget 2009-10 and recommended that the Scottish 
Government’s carbon assessment tool must be implemented in time to be used as 
part of the Draft Budget 2010-11 and Spending Review 2010. 90 

157. The Climate Change (Scotland) Act received Royal Assent on 4 August 2009 
and the Committee was lead committee in consideration of the Climate Change 
(Scotland) Bill. In its Stage 1 Report published in April 2009, the Committee 
reiterated the point it made to the Finance Committee that a system of carbon 
accountability should be place at the latest in time for the Draft Budget 2010-11.91 

158. During its stages through Parliament, the Bill was amended significantly and 
the Act now contains a requirement to produce a document setting out the impact 
on emissions on draft budgets.92 

159. The carbon assessment of the Draft Budget 2010-11 has now been produced 
and in its foreword, the Cabinet Secretary states— 

                                            
89 Scottish Government. (2009) Draft Budget 2010-11 and Carbon Assessment Report. Scottish 
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“This assessment provides, for the very first time, an assessment of the 
overall carbon impact of the Government's proposed expenditure. 
Undoubtedly, as with any new and ground-breaking approach, further work 
will be required to refine the methodology and develop the functionality of the 
tool.”93 

160. The Committee has concentrated its scrutiny on the methodology used to 
develop this tool and explored the ways in which it may be used while 
acknowledging that this is a complex field and work is still developing in this area. 
The Committee took evidence from experts in the field:- Professor Jan 
Bebbington, University of St Andrews, Professor Stuart MacPherson, Irons 
Foulner Consulting Engineers, Professor Susan Roaf, Heriot-Watt University and 
Dr Tommy Wiedmann, Centre for Sustainability Accounting Ltd. 

Methodology 

Background 
161. In its report to the Finance Committee on the 2009-10 Draft Budget, the 
Committee set out a number of steps that should be taken to assist in developing 
the tool and recommended that the Government consider all its proposals during 
the development. In addition, the Committee noted that although there will never 
be a single, perfect assessment tool that will prescribe policy there was a pressing 
need to adopt an evolutionary approach to developing a set of transparent, 
interrelated tools that are integrated with policy making within a carbon 
accountability framework.94 

162. The Committee’s recommendations in relation to the carbon assessment tool 
are contained in paragraphs 179-181 and paragraphs 189-195 of this report 
however, it is worth noting from the outset that the Committee very much 
welcomes the efforts made by the Scottish Government in developing a carbon 
assessment tool in a relatively short space of time which can be applied to the 
2010-11 Draft Budget. 

Environmental Input-Output model 
163. The carbon assessment tool developed by the Scottish Government uses an 
Environmental Input-Output analysis to provide a high-level assessment of the 
impact of Government spending on emissions. This type of assessment takes into 
consideration direct emissions, indirect emissions and emissions associated with 
the purchasing of goods and services. It provides a consumption-based estimate 
of total emissions relating to Government spend. However, it should be noted that 
the assessment does not take account of the carbon emissions or savings that 
arise as a consequence of the provision of public goods or services. 

164.  The carbon assessment project comprised two main strands of work: 

• the development of a methodology for providing a high-level assessment 
(HLA) of the carbon impact of total Government spend; 
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• the refinement and implementation of methodologies to assess the carbon 
impact of individual policies and projects (individual-level assessment, or 
ILA).95 

165. There was a general consensus among witnesses that the methodology 
chosen for the carbon assessment tool (the first main strand of work) was an 
appropriate choice although, as with any chosen model, it had its limitations. 

166. In evidence Dr Tommy Wiedmann stated— 

“The assessment distinguishes between high-level carbon assessment and 
individual-level assessment, which is a useful and important distinction. On 
high-level assessment, which I understand is the stage that we are at now, 
the method chosen is exactly the right one. Environmental input-output 
analysis is particularly suited to capturing economy-wide impacts, because it 
is a model of the whole economy, which means that all indirect effects that 
are triggered by Government spending are identified. It is the right basic 
methodology for such assessment.”96 

167. The Committee took evidence on some of the specific aspects of the high-
level assessment methodology, namely: the quality of data used; the fact that it 
takes into account not only direct, indirect and imported emissions but that it also 
includes induced emissions; and the methodology uses average figures for 
industries rather than actual emission figures.  

Quality of data and presentation of material 
168. A number of witnesses commented on the quality of the data used in the 
high-level assessment approach. The Committee also explored the issue that the 
figures contained in the assessment tool could be open to misinterpretation. 
Professor Susan Roaf explained the Scottish carbon accounting group’s 
concerns— 

“The assessment includes 2006 data on the carbon intensity of industry and 
2004 quantitative relationships between industry spend and consumption. 
We wondered whether that feature of the method was realistic going forward. 
It was asked why the Government does not use bottom-up data on fuel 
consumption, which should be increasingly available and might provide a 
more precise estimate. Those are examples of some of the questions that 
were raised.”97 

169. She also stated— 

“There are huge areas of uncertainty in the methodology as it stands. For 
example, we have to use UK data as proxy for imported emissions, and there 
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are some questions about the extent to which it is a reasonable assumption 
to do so. It might therefore be sensible to request a description of the 
uncertainty around the data, where it exists in the current method, because I 
do not think that such uncertainty is exclusive to the carbon assessment.”98 

170. Dr Wiedmann told the Committee— 

“There might be a danger of people not seeing the fuller picture, for example, 
if they look only at the graphs. If people read the report, they will understand 
that the assessment for roads includes emissions from spending on road 
construction, but not emissions from the cars that will use the roads. If 
somebody just flicks through the results in the report quickly or sees only the 
pictures, they might not know that. That is a danger, which is why it would be 
good to include such points in the captions to make it really clear what we are 
looking at and to avoid misinterpretation.”99 

Inclusion of induced emissions 
171. As stated, the assessment includes induced emissions associated with the 
Government’s spend in relation to wages and salaries and the associated impact 
on emissions. The Committee heard conflicting views on whether it was 
appropriate to include these emissions.  

172. Dr Wiedmann was in favour of their inclusion stating— 

“The inclusion of induced emissions is interesting, because I have not 
encountered such an approach in other national carbon footprint accounts. It 
tells us about the indirect consequences of Government spending on 
increased wages, which in turn are spent on things. The inclusion of induced 
emissions is valuable, but the information needs to be interpreted…”100 

“..Induced emissions should be in the assessment. It is interesting to see 
their magnitude and effect. To get a complete picture of every pound that the 
Government spends, it is interesting to see direct, indirect and induced 
emissions.”101 

173. Professor Jan Bebbington had some reservations on their inclusion from an 
accountability point of view given that the Government has no control over how 
individuals spend their salaries. She explained— 

“I was surprised that induced emissions were included. As I said, accounts 
are about accountability and controllability. The induced impacts—that is, 
what people who are paid by the Scottish Government do with their money—
are not controllable by the Government, which cannot say, "Here's your 
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salary and here are the things you are allowed to spend it on." The 
Government cannot be accountable for how people spend their money; that 
is the individual's business and not their employer's business…“102 

174. She went on to say that their inclusion would be neither right nor wrong 
saying “I would leave them out because you have some control over the other 
emissions.”103 

175. This issue of induced emissions and the fact that some departments, for 
example the Health Department, may be a substantial producer of carbon 
emissions simply due to the fact that it has a large workforce was explored and 
during evidence to the Committee the Cabinet Secretary said in response— 

“That is another area that we are open to discussing. A number of 
approaches could be taken in creating a carbon assessment tool—for 
example, we could use an approach that is based on individuals and the 
contribution of their employment to carbon emissions… 

 …I stress that I am more than happy to engage with the committee—
formally or informally—on questions of methodology in order to determine 
whether our carbon assessment carries the confidence of the committee, or 
whether there are ways in which it could be strengthened.”104 

Average industry figures 
176. The methodology used is based on industry carbon intensity averages. The 
carbon assessment states— 

“The HLA methodology is not suitable for setting annual targets for portfolios 
or public-sector bodies because the estimates produced through E-IO are 
unresponsive to short-term changes in public-sector policies, like green 
procurement. The analysis is based on industry averages. Only as the 
carbon intensities of the different industries reduce - through, for example, 
decarbonising the energy supply - will the carbon impact of spending be 
driven down. The HLA is a static analysis and does not model changes in 
behaviour brought about by policy measures.”105 

177. When asked regarding the fact that the analysis is based on industry average 
figures, Dr Wiedmann said— 

“Using industry sector averages in the input-output model has certain 
limitations. It is perfectly reasonable to use them for the high-level 
assessment, which considers aggregated spending and the total amount, 
because spending in one industry sector can affect a range of subsectors, 
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and there will be some averaging out at a higher level. When we come to 
specific policies and activities, the situation might well be different.106 

178. All the witnesses commented on the similar results across different spending 
budgets. Professor Stuart MacPherson offered a potential explanation for this 
saying— 

“I was struck by how similar the profiles of greenhouse gas emissions per £1 
spent seem to be, but I wonder whether that is partly, or largely, a function of 
the fact that average data were used and applied across the different areas. 
Perhaps there is a fairly heavy factor that tends to pull the figures towards the 
mean.”107 

179. The Committee agrees with the concerns expressed in evidence 
regarding the quality of data used in the Environmental-Input-Output model 
and recommends that the Scottish Government give consideration as to how 
more up-to-date UK and Scottish data on emissions can be collated. 

180. The Committee understands why average industry-wide figures have 
been used for this high-level assessment however, the Committee 
recommends that future carbon assessments contain more information on 
the figures used, including details of any built-in uncertainties which may 
exist within the figures quoted, so as to prevent any misinterpretation of 
these figures. 

181. The Committee notes the differing views of witnesses with regard to the 
inclusion of induced emissions. The Committee recommends that the 
Scottish Government revisits this issue and considers as to whether their 
inclusion is the correct approach. 

How the carbon assessment will be used 

182. In the foreword to the carbon assessment, the Cabinet Secretary 
emphasised the fact that this is not the only tool needed to achieve more robust 
information on the impact on emissions as a result of Government spending and 
the implications of specific policy decisions. He stated— 

“It has its limitations. To obtain a more balanced and complete picture of 
carbon impact, other tools (currently in development) will be needed to 
complement the high-level assessment. For example, carbon appraisal of 
individual policy measures and specific spending lines will be needed to 
better understand the carbon implications of individual strands of 
Government activity, including, importantly, their abatement potential - which 
is not captured in this high-level assessment. “108 

                                            
106 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report,  
29 September 2009, Col 2123. 
107 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
29 September 2009, Col 2129. 
108 Scottish Government. (2009) Carbon Assessment of the 2010-11 Draft Budget. Scottish 
Government. Available at: http://www.scotland.gov.uk/Publications/2009/09/17102339/1. Foreword.  
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183. In evidence to the Committee, the Cabinet Secretary stated— 

“This is the first year in which we have carried out the carbon assessment, 
and I could not have been more open about the fact that I believe that it can 
be described as work in progress.”109 

184. Given the clearly stated limitations of the carbon assessment tool, the 
Committee explored its potential use by the Scottish Government in achieving its 
aim of having a clearer picture of the carbon implications of its own activity. 

185. There was general agreement among witnesses on what this tool could and 
could not be used for. Professor Bebbington acknowledged that this tool on its 
own would be insufficient to allow the scrutiny of individual subject portfolio spends 
and the subsequent implications on emissions. She stated— 

“The overall picture is just that—an overall picture—and looks back at what 
has happened, whereas the individual-level assessments suggest what we 
should do next, given an array of different options. Because the high-level 
assessment is high level—it is accurate in terms of its high level and the way 
it has built itself—it would not allow us to create individual-level 
assessments.”110 

186. Professor MacPherson told the Committee that— 

“The assessment is not a cost benefit analysis tool to consider whether we 
should build a road; it is simply an account of the greenhouse gas emissions 
consequences of the Government's expenditure of which it is directly in 
control…”111 

“I find it hard to understand how someone would use the data to decide 
which of a number of alternative courses of action they should take to 
minimise the life cycle greenhouse gas emissions of a policy. A bottom-up 
structure is needed to do that.”112 

187. Professor Roaf also stated that the carbon assessment tool could only be 
used at the highest level budget scrutiny saying— 

“I do not think that you can use this assessment as a policy-informing tool. 
However, it is a useful tool in showing areas in which we are not well 
equipped. For instance, it tells you that if you spend £1, you will create a 
certain amount of carbon, and if you spend less, you will create less carbon. 
Does that mean that the Scottish Government will say that it will spend less 
money because it must meet the targets? Possibly not, but the Government 
might consider how it could decarbonise spending, which takes us on to the 

                                            
109 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 3 
November 2009, Col 2288. 
110 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
29 September 2009, Col 2138. 
111 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
29 September 2009, Col 2131. 
112 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
29 September 2009, Col 2118. 
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question of energy and the tricky issue of how we count the energy 
subsectors. The tool is a fantastic stimulus to upping the game. We will have 
to solve such problems. However, I cannot see how it can usefully be used to 
make anything other than the highest-level budget decisions on policy.”113 

188. Dr Wiedmann explained that the limitation of the tool is that it is a backward-
looking account  setting out carbon emissions based on data that is a couple of 
years old which means that the assessment cannot give guidance on specific 
policies.114 He also agreed with the view that, in addition to the carbon assessment 
tool, there is a need for individual-level assessments if the carbon implications of 
specific policies are ever to be measured. He explained— 

“I agree with Professor Bebbington that both high-level and individual-level 
assessments are needed. There is a trade-off in terms of the required effort. 
It is no coincidence that the high-level assessment is a top-down approach 
that is quicker and simpler to do, and that individual-level assessments will 
take a bit longer because more data have to be gathered and so on. 

Both types of assessment are essential, especially when informed decisions 
about specific policies need to be made. Individual-level assessments are 
needed, even if there is some uncertainty around them. I agree that such 
uncertainty should be documented, but having an ILA is better than having 
no estimate at all.”115 

189. The Committee very much welcomes the publication of the carbon 
assessment of the 2010-11 Draft Budget and notes that work is still developing in 
this complex area. The Committee believes the Scottish Government should be 
congratulated on its efforts in producing this carbon assessment which is the first 
time a government has published such an assessment.  

190. The Committee believes that, given this is the first time such an 
assessment has been produced, it would be beneficial for the Scottish 
Government to seek independent advice and an assessment of the 
appropriateness and effectiveness of the methodology chosen. The 
Committee is aware that the workload of the Committee on Climate Change 
is not insignificant as a consequence of their responsibilities under both the 
UK and Scottish Climate Change Acts. However, at a suitable opportunity, 
the Committee recommends that the Scottish Government seeks 
independent advice and an assessment of the approach taken in developing 
this tool from the Committee on Climate Change and from academics in this 
field. 

191. The Committee acknowledges the high-level nature of the tool but is 
interested in more detail on how output from the carbon assessment might be 

                                            
113 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
29 September 2009, Col 2124. 
114 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
29 September 2009, Cols 2140-41. 
115 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
29 September 2009, Col 2141. 
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applied to the policy development process and particularly, how it will inform the 
Report on Policies and Programmes due to be published in 2010.  

192. The Committee recommends that the Scottish Government continues 
the second strand of its work on the refinement and implementation of 
methodologies to assess the carbon impact of individual policies.  

193. The Committee considers in future years this tool should be able to be used 
for the purposes of looking at the carbon implications of government spend in 
previous years and analysing trends over successive years. It considers that this 
will be particularly beneficial in providing a more robust assessment of the budget 
as it relates to emissions reductions.  

194. However, it is clear to the Committee that an annual exercise using this 
methodology will not at present provide an assessment that will inform spending 
decisions. 

195. The Committee looks forward to future development and refinement of 
the carbon assessment tool and to observing how it influences future 
budgets and, importantly, the next Spending Review and welcomes the 
Scottish Government’s commitment to involving the Committee in the 
development work. 
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EXTRACT FROM THE MINUTES OF THE TRANSPORT, INFRASTRUCTURE AND CLIMATE 
CHANGE COMMITTEE 

 
15th Meeting, 2009 (Session 3) Tuesday 2 June 2009 

 
Budget process 2010-11 - appointment of adviser: The Committee agreed to seek approval for 
the appointment of a budget adviser. 
 

17th Meeting, 2009 (Session 3) Tuesday 23 June 2009 
 

Budget process 2010-11: The Committee agreed its approach to the scrutiny of the Scottish 
Government's Draft Budget 2010-11. 
 
Budget process 2010-11 - appointment of adviser (in private): The Committee agreed a list of 
candidates for the post of budget adviser and agreed a ranking of candidates for the post. 
 

18th Meeting, 2009 (Session 3) Tuesday 8 September 2009 
 

Draft Budget Scrutiny 2010-11 - witness expenses: The Committee agreed to delegate to the 
Convener responsibility for arranging for the SPCB to pay, under Rule 12.4.3, any expenses of 
witnesses in the consideration of the Scottish Government's Draft Budget 2010-11. 
 
Draft Budget Scrutiny 2010-11 (in private): The Committee considered and agreed its approach 
to the scrutiny of the Scottish Government's Draft Budget 2010-11.  
 

21st Meeting, 2009 (Session 3) Tuesday 29 September 2009 
 

Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish Government's 
Draft Budget 2010-11 from— 
 

Professor Jan Bebbington, Director, St Andrews Sustainability Institute, Vice-Chair 
(Scotland) Sustainable Development Commission, St Andrews University; 
Professor Stuart MacPherson, Chair, Irons Foulner Consulting Engineers; 
Professor Susan Roaf, School of the Built Environment, Heriot-Watt University; 
Dr Thomas Wiedmann, Director, Centre for Sustainability Accounting (CenSA) Ltd 
 

 
22nd Meeting, 2009 (Session 3) Tuesday 6 October 2009 

 
Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish Government's 
Draft Budget 2010-11 from— 

 
Charles Hoskins, Director of Projects, Strathclyde Partnership for Transport; 
Councillor Steven Purcell, Leader of Glasgow City Council, Glasgow City Council; 
Bob Darracott, Director of Planning and Transport, Renfrewshire Council. 

 
23rd Meeting, 2009 (Session 3) Tuesday 27 October 2009 

 
In attendance: David Gray, Committee Adviser 
 
Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish Government's 
Draft Budget 2010-11 from— 

 
Amanda McMillan, Managing Director Glasgow Airport, and Stuart White, Development 
Director, BAA Scotland; 
Garry Clark, Head of Policy and Public Affairs, Scottish Chambers of Commerce; 
Derick Murray, Director, Nestrans; 
Eric Guthrie, Partnership Director, Tactran; 
Alex Macaulay, Partnership Director, SEStran. 
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Draft Budget Scrutiny 2010-11 (in private): The Committee considered the evidence heard 
earlier in the meeting. 
 

24th Meeting, 2009 (Session 3) Tuesday 3 November 2009 
 

In attendance: David Gray, Committee Adviser 

Draft Budget Scrutiny 2010-11: The Committee took evidence on the Scottish 
Government's Draft Budget 2010-11 from— 

John Swinney MSP, Cabinet Secretary for Finance and Sustainable Growth, Philip 
Wright, Deputy Director, Climate Change, Jonathan Pryce, Director of Transport, and 
David Middleton, Chief Executive, Transport Scotland, Scottish Government. 

Draft Budget Scrutiny 2010-11 (in private): The Committee considered the evidence heard 
earlier in the meeting. 
 
 

25th Meeting, 2009 (Session 3) Tuesday 10 November 2009 

Draft Budget Scrutiny 2010-11 (in private): The Committee considered a draft report to 
the Finance Committee on the Scottish Government's Draft Budget 2010-11. The report 
was agreed to, subject to a number of amendments to be agreed by correspondence 
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Scottish Commission for Public Audit  
 

1st Report, 2009 (Session 3) 
 

Audit Scotland's Budget Proposal for 2010-11 
 
The Commission reports to the Parliament as follows— 
 
1. In this report the Commission reports on Audit Scotland’s audited accounts 
and report for the year ended 31 March 2009, its proposals for the application of 
end-year flexibility to financial year 2009-10 through the Autumn Budget Revision, 
and its expenditure proposals for the financial year 2010-11. The report, therefore, 
addresses three different financial years. Where the issues raised flow through all 
three, the Commission has mainly commented on them in relation to future 
expenditure proposals. 

2. The report also provides a summary of the Commission’s recent work, in 
accordance with section 12(4) of the Public Finance and Accountability (Scotland) 
Act 2000 (the Act). 

REPORT ON THE WORK OF THE COMMISSION 

3. The Commission has met formally four times in the course of 2009, 
examining a range of issues. Section 25(4) of the Act empowers the Commission 
to initiate an examination into the economy, efficiency and effectiveness with 
which Audit Scotland has used its resources in discharging its functions. In 2008 
the Commission instructed Audit Scotland’s external auditors, HW Chartered 
Accountants, to conduct work to follow up a 2006 review of Audit Scotland’s 
approach to fees and charges. The Commission considered the findings at the end 
of 2008, and completed this work in May 2009 by taking evidence from Audit 
Scotland on its response to the recommendations.  

4. In May, the Commission also took evidence from the Auditor General and 
representatives of Audit Scotland’s management team on Audit Scotland’s 
response to the Commission’s 2nd Report 2008 on Audit Scotland’s Budget 
Proposal for 2009-10. At that meeting, the Commission also took preliminary 
evidence on Audit Scotland’s budget estimate for the 2010-11 financial year.  

5. In September, the Commission took evidence from the Auditor General, 
representatives of Audit Scotland’s management team and HW Chartered 
Accountants on Audit Scotland’s annual report and audited accounts for the year 
to 31 March 2009. It also took evidence on Audit Scotland’s proposal for the 
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Autumn Revision of its 2009-10 budget. In October and November, the 
Commission took evidence on and considered Audit Scotland’s expenditure 
proposals for 2010-11.  

6. The Commission wishes to record its thanks to Audit Scotland and HW 
Chartered Accountants for their co-operation with it throughout the year. 

7. In addition to the cycle of work described above, throughout the year the 
Commission has continued to monitor developments arising from its 2008 review 
of the corporate governance arrangements of Audit Scotland.1 The Public Services 
Reform (Scotland) Bill, introduced in the Parliament by the Scottish Government 
on 28 May 2009, includes provisions implementing some of the recommendations 
made by the Commission in that review. The Commission made a submission to 
the Finance Committee, which was designated as the lead committee for 
consideration of the Bill at Stage 1, and has continued to discuss implementation 
of the provisions with Audit Scotland. This will continue in the coming year. 

ANNUAL REPORT AND AUDITED ACCOUNTS FOR  
THE YEAR TO 31 MARCH 2009 

8. In accordance with section 25(3) of the Act, the Commission is required to 
receive a report on Audit Scotland’s accounts, together with a report from qualified 
auditors. At is meeting on 13 May 2009, the Commission took evidence on the 
annual report and audited accounts for the year to 31 March 2009 from Robert 
Black, Auditor General for Scotland (who is the accountable officer for Audit 
Scotland), Russell Frith, Director of Audit Strategy, Audit Scotland and Diane 
McGiffen, Director of Corporate Services, Audit Scotland.2 

9. Further evidence was provided by Richard Gibson of HW Chartered 
Accountants (the external auditors of Audit Scotland), who gave the Commission 
assurances that he and his team had received all the information and explanations 
required by them to form their unqualified opinion on the annual accounts.  

10. The Commission notes that HW Chartered Accountants had no issues that it 
felt needed to be brought to the attention of the Commission or the management 
of Audit Scotland. Richard Gibson confirmed that the one internal control 
weakness identified for improvement in the management report for the year 
(regarding failure to follow procedure in a small proportion of purchase order 
cases) was of no significant concern, and would be improved by a new ordering 
system which should be operational by December.3 

11. The Commission sought explanations from the Auditor General and Audit 
Scotland management on a number of specific matters arising from the annual 
report and accounts and these are outlined below.  

                                            
1 Scottish Commission for Public Audit. 1st Report, 2008 (Session 3). Review of the Corporate 
Governance of Audit Scotland (SP Paper 160). Available online at: 
http://www.scottish.parliament.uk/s3/committees/scpa/reports-08/scpar08-01.htm 
2 Audit Scotland Annual Report and Accounts Year ended 31 March 2009 :  
http://www.scottish.parliament.uk/s3/committees/scpa/documents/0809Accounts.pdf 
3 Scottish Commission for Public Audit. Official Report, 16 September 2009, Col 224. 
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General issues 

12. The Auditor General stated that, setting aside movements relating to 
pensions and funds carried forward through end-year flexibility, the outturn is 
within approximately 2% of overall budget.4 The Commission notes and 
welcomes the position illustrated by the accounts that the outturn at year-
end was much closer to budget than in previous years, which it believes 
aids transparency in assumptions for forward budgeting.  

13. The accounts note that efficiency initiatives generated savings of £92,000. 
Audit Scotland explained that these savings arose from initiatives such as 
reviewing suppliers and contracts. This is less than the target of £260,000 savings 
which Audit Scotland set for 2008-09 when it presented its budget for that year. 
However, Audit Scotland stated that, in addition to the documented savings, it has 
taken on additional work at no extra cost to support the development of 
streamlined scrutiny work and planning for the extension of best value audits. The 
value of this extra work does not appear to have been quantified.5 

Income issues 

14. The accounts show an 11% increase year-on-year in the fees paid by the 
Scottish Government and its sponsored bodies. Similarly, Scottish Water’s audit 
fee has increased by 6%, while the fees of other sectors fell. Audit Scotland 
explained that some of the fluctuation in recorded fee income in this financial year 
was due to the £1 million one-off fee rebate which was paid out of end-year 
flexibility to a number of bodies during the year. This was considered by the 
Commission in its 2nd Report 2008.6 More generally, fluctuation in the figures is 
attributed to variations in the timing and volume of audit work which is done pre-
and post-31 March each year.7 

Expenditure issues 

15. The accounts show that expenditure on fees to appointed auditors was 
£354,000 more than budgeted (£6,078,000 as against a budget of £5,724,000 – 
an overspend of 6.2%). The previous year this line showed an underspend of 7%. 
Similarly, operating costs have fluctuated quite significantly over recent years, 
being £3,884,000 in 2008-09 – up 9.1% over the previous year’s  £3,557,000, 
which was itself significantly less than in 2006-07 (£3,932,000) – a fall of about 
9.5% (after rising by 15% the previous year).  

16. Audit Scotland explained that the biggest element in the ‘operating costs’ line 
is for consultancy and other professional fees, where the expenditure had come 
closer to budget than in previous years. The accounts show a significant increase 
of £427,000 in legal and professional costs from £815,000 in 2007-08 to 
£1,242,000 in 2008-09. This expenditure in 2008-09 is significantly (18%) above 

                                            
4 Scottish Commission for Public Audit. Official Report, 16 September 2009, Col 209. 
5 Scottish Commission for Public Audit. Official Report, 16 September 2009, Col 219. 
6 Scottish Commission for Public Audit. 2nd Report, 2008 (Session 3). Report on Audit Scotland’s 
Budget Proposal for 2009-10 (SP Paper 171). Available online at: 
http://www.scottish.parliament.uk/s3/committees/scpa/reports-08/scpar08-02.htm 
7 Scottish Commission for Public Audit. Official Report, 16 September 2009, Cols 213-4. 
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the budget (£1,057,000) initially approved by the Parliament for that year, although 
further provision was made through end-year flexibility at the Autumn Budget 
Revision. 

17. The Commission has previously asked about the high level of expenditure on 
consultants. Audit Scotland explained that the increase in 2008-09 reflected an 
increase in the volume of work, with a large element due to paying the Audit 
Commission for work it does on the national fraud initiative – work which is 
required every second year.8   

18. Audit Scotland also elaborated on the statement in the annual report that it 
had applied the recommended standards from a study on central government’s 
use of consultants to its own internal processes. It stated that it was seeking to 
improve practice on identifying potential tenders for its relatively low-value 
consultancy contracts.9 

19. The Commission welcomes Audit Scotland’s statement that it will 
produce a clear strategy to explain how it will routinely consider the lessons 
its external audit work might have for its internal management of the 
business.10 The Commission looks forward to seeing this work. 

20. The accounts show expenditure on property leases to have increased year 
on year by £137,000 from £586,000 to £723,000 (up 24%). Audit Scotland 
explained that this fluctuation is due to rent reviews, and to the expenditure in 
2007-08 being artificially low because the figure for rent reviews that year was 
lower than expected.11 

21. The accounts report on success in paying invoices within 30 days. 
Presuming that the number and complexity of invoices dealt with by Audit Scotland 
is comparatively low, the Commission asked whether it now aims to pay invoices 
within the 10 days now being used as a standard by many public bodies to assist 
businesses during the recession. In supplementary correspondence, Audit 
Scotland stated that, while its system records date of issue rather than date of 
receipt of invoices, it estimates that in the six months to September 2009 it paid 
48% of invoices within the ten day target. In the three months to September the 
figure was 58%.12 The Commission welcomes Audit Scotland’s confirmation 
that the new electronic purchase ordering system that it is about to 
introduce will allow it to speed up payments towards that 10-day target.13 
However, the Commission believes that this is an important target in the 
current economic situation, and urges Audit Scotland to meet it regardless 
of the payment system in place. The Commission would also welcome 
information about the volume of invoices dealt with by Audit Scotland. 

                                            
8 Scottish Commission for Public Audit. Official Report, 16 September 2009, Col 222. 
9 Scottish Commission for Public Audit. Official Report, 16 September 2009, Col 222. 
10 Scottish Commission for Public Audit. Official Report, 16 September 2009, Col 218. 
11 Scottish Commission for Public Audit. Official Report, 16 September 2009, Col 222. 
12 Correspondence from the Auditor General for Scotland to the Scottish Commission for Public 
Audit, dated 20 October 2009. Available online at: 
http://www.scottish.parliament.uk/s3/committees/scpa/papers-09/scpap09-03.pdf 
13 Scottish Commission for Public Audit. Official Report, 16 September 2009, Col 216. 
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2009-10 AUTUMN BUDGET REVISION 

General approach to end-year flexibility 

22. The Commission recommended in its report on Audit Scotland’s budget 
proposals for 2008-09 that Audit Scotland examine thoroughly what it would 
require to move to a more consistent budgeting that did not rely so heavily on end-
year flexibility (EYF). The Commission considered that this would aid transparency 
in budgeting and allow appropriate scrutiny of assumptions during the 
parliamentary budget scrutiny process in the autumn of each year. The Auditor 
General confirmed that Audit Scotland would seek to rely less in future on EYF 
and address the cumulative end-year position.14 

23. As a revision to the originally-approved budget for 2009-10, Audit Scotland 
has sought approval to carry forward £500,000 of revenue EYF and no capital 
EYF. Audit Scotland stated that it is able to accommodate all capital plans within 
the core 2009-10 capital budget of £300,000. 

24. The amount requested this year as EYF is substantially reduced from recent 
years. The sums being sought for 2009-10 compare to £2,483,000 revenue EYF 
and £40,000 capital EYF sought in 2008-09.  

25. The total revenue EYF potentially available to Audit Scotland as at 31 March 
2009 was £2,192,000 and the capital was £177,000.15 As a result of requesting 
that £500,000 of this be approved to carry forward, £1,869,000 of funding originally 
allocated to Audit Scotland is effectively able to be returned to the Scottish 
Consolidated Fund for the Scottish Government to allocate to other priorities. 

26. The Auditor General confirmed that Audit Scotland had been able to make 
faster progress than it had expected towards the financial objectives sought by the 
Commission of reducing routine reliance on EYF and securing an end-year 
position closer to budget. 

27. The Commission notes and welcomes the significant progress made on 
EYF this year, and looks forward to this trend being continued in future 
years. The Commission also welcomes the more detailed and helpful 
presentation of information in the Autumn Budget Revision paper on how 
the underlying underspend arose in 2008-09, the funds that Audit Scotland is 
able to release to the Scottish Consolidated Fund and what is sought by way 
of end-year flexibility. The Commission also welcomes the fact that Audit 
Scotland has produced the Autumn Budget Revision earlier this year, in 
response to the Commission’s request to be able to consider it in plenty of 
time before the formal parliamentary authorisation is sought in a statutory 
instrument later in the autumn.  

                                            
14 Scottish Commission for Public Audit. Official Report, 5 November 2008, Col 155. 
15 Audit Scotland Autumn Budget Revision 2009-10. Available online at: 
http://www.scottish.parliament.uk/s3/committees/scpa/papers-09/scpap09-02.pdf 
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The available revenue EYF 

28. The total revenue EYF potentially available to Audit Scotland as at 31 March 
2009 was £2,192,000. A list of the areas from which this is said to have arisen is 
included in the Autumn Budget Revision paper. Pension items contribute £784,000 
to the underspend. The paper states that “the actuary is saying that the cost of 
pension contributions which are required to be recognised in the accounts is less 
than the contributions that we are required to pay over to the pension scheme”. 
Audit Scotland noted that it is quite possible that, in some future years, pension 
adjustments would be in the opposite direction and may require additional funds 
being sought in the Autumn Budget Revision. 

Proposed use of EYF 

29. On the proposed use of end-year flexibility, Audit Scotland has identified 
three areas of expenditure: property repairs; development of the business; and 
implementation of a revised performance management system. The Auditor 
General confirmed that all the funds sought are for continuation of projects which 
had been approved in previous years, and for which revised lower sums were now 
being sought. There are no new purposes for which EYF is being sought this 
year.16 

30. The funding sought to implement the performance management system as 
part of the revised reward and competency project is understood to be a non-
recurring cost for the establishment of the system and additional staff training. The 
£68,000 sum sought has been revised downwards from the £108,000 estimated 
the previous year. 

31. Similarly, funding for the replacement of lifts at 18 George Street is 
understood to be a one-off, non-recurring expenditure item. The £47,000 sought is 
the contribution to completing a project started in the previous year. Although it is 
relatively near the end of a long lease at 18 George Street, Audit Scotland 
confirmed that it is contractually obliged to contribute to these repairs, rather than 
the cost of them falling on the landlord. Last year, EYF of £75,000 was also 
requested for roof repairs at 18 George Street, although Audit Scotland has now 
confirmed that this work has not yet been carried out and is not expected in 2009-
10. The funds for this have effectively been surrendered as part of this budget 
revision. The Commission considers property costs further below in regard to the 
2010-11 budget proposal. 

32. Last year the Commission sought clarification on why Audit Scotland was 
proposing to use £81,000 of EYF to pilot new correspondence-handling 
arrangements by employing a new senior manager to centralise it, when this work 
already appeared to be taking place. The Autumn Budget Revision refers to the 
appointment of one senior manager with responsibility for correspondence 
handling, and states that this responsibility will now be funded from core budgets 
going forward. Audit Scotland explained further that this is not to deal with routine 
business correspondence, but matters requiring complex investigation.  

                                            
16 Scottish Commission for Public Audit. Official Report, 16 September 2009, Col 225. 
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33. Of the revenue EYF being sought, the largest amount is for ‘development of 
the business’. Audit Scotland wishes to use £203,000 in 2009-10 and £182,000 in 
2010-11. This represents a reduction of £97,000 on the amount requested for this 
purpose last year. Audit Scotland has also said that it has responded to the 
Commission’s previous recommendation that development of the business should 
be budgeted for in the usual way rather than relying on EYF. The Auditor General 
emphasised that the most efficient way to fund additional pressures – such as 
developing the new approach to scrutiny – is to use EYF rather than the 
alternative of adjusting fee levels to include costs in annual budgeting.17  

34. The Commission recommended in its report on Audit Scotland’s budget 
proposals for 2008-09 that Audit Scotland should provide a greater level of detail 
on the precise purposes for which any future proposed EYF would be used. 
Limited details of how this ‘development of the business’ money will be allocated 
are given in the Autumn Budget Revision paper, although it does state that it will 
support “additional staff including a staff secondment from a Scottish Local 
Authority”. In evidence, Audit Scotland stated that it is still difficult for it to profile 
and distinguish the one-off developmental costs from ongoing costs.18  

35. The Commission acknowledges the importance of this development work, 
but has found it difficult to be clear on exactly how the cash will be spent. The 
Commission requests that, in future, Audit Scotland provides full 
explanation of exactly how proposed EYF funds will be spent – for example, 
identifying consultants’ costs and explaining the total number of staff and 
secondees who have been or will be appointed to assist in the development 
of a project, and whether they have been appointed on a fixed-term basis. 
This would give greater transparency to how EYF funds are being used by 
clarifying exactly where new cash is required, as opposed to areas where 
development activity is being accommodated within existing staff resources. 

AUDIT SCOTLAND’S EXPENDITURE PROPOSALS FOR 2010-11 

36. Under section 11(9) of the Act, the Commission must examine Audit 
Scotland’s proposals for its use of resources and expenditure for each financial 
year, and report on them to the Parliament.  

37. Audit Scotland’s presentation of its proposals for 2010-11 has helpfully 
continued in the format which allows greater comparison of headings between the 
budget and the audited accounts, and which shows out-turn for previous years. 
Audit Scotland has also provided an updated fee strategy which explains the 
principles and policies adopted in setting fees and charges, and considers the 
application of the policies to the circumstances of setting fees for the 2009-10 and 
2010-11 audit years and the preparation of the budget for the financial year 2010-
11.19 

38. Audit Scotland’s proposed total gross administrative costs for 2010-11 is 
£27,687,000. Its estimated income from charges to audited bodies is £20,603,000, 
                                            
17 Scottish Commission for Public Audit. Official Report, 16 September 2009, Cols 225-6. 
18 Scottish Commission for Public Audit. Official Report, 28 October 2009, Col. 246 
19 Audit Scotland Budget Proposal 2010-11 and Fee Strategy September 2009. Available online at: 
http://www.scottish.parliament.uk/s3/committees/scpa/papers-09/scpap09-03.pdf  
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and the total resource requirement (expenditure which is payable out of the 
Scottish Consolidated Fund) for 2010-11 is £7,384,000. This is made up of a net 
operating cost of £7,084,000 and a capital budget of £300,000. This total resource 
requirement is actually £14,000 less than the initial estimate for 2010-11 that Audit 
Scotland provided in March 2009. The net operating cost is £8,000 lower than 
originally estimated and the capital £6,000 lower. 

39. Overall, the net budget required from the Scottish Consolidated Fund and the 
total gross administrative costs for 2010-11 are both falling slightly in real terms 
year on year, when the standard Treasury deflator for 2010-11 of 1.5% is applied. 
In evidence the Commission explored a number of issues arising from the budget 
proposal.  

Cost pressures 

40. The budget proposal and fee strategy documents outline the principal 
assumptions underpinning the budget. Pay for Audit Scotland staff represents 
about 55% of its total budget and so movements have a significant bearing on the 
budget. Supplementary correspondence from Audit Scotland provided some detail 
on the outcome of the review of its remuneration strategy and its impact on 
budgets. 2010-11 is the second year of implementation of the revised strategy, 
with costs incurred as staff are assimilated onto the new pay ranges over the 
course of three years. 

41. Audit Scotland stated that the annual pay uplift budgeted for 2010-11 is 
1.5%, which is the limit set by the Scottish Government’s public sector pay 
guidance for 2009-10 (although Audit Scotland is not formally subject to that 
guidance). The actual uplift for 2010-11 has not yet been negotiated. The budget 
assumes that pay progression for those who qualify to move up ranges will mean 
that average annual awards will total 3.2%. Progression is now based on an 
assessment of contribution to the organisation. Audit Scotland said that its new 
pay system represented a marginal tightening of pay progression costs, although 
there would be a short-term hump caused by the cost of assimilation to the new 
scales and moving closer to full staff establishment.20 The total pay bill is budgeted 
to increase by 1.1%, which takes account of the “effect of average pay increases 
for our staff but is also net of planned staff efficiency savings and benefits arising 
from revisions to our skill mix”.21 

42. The budget proposal highlights a number of other cost pressures. One of 
these is lower bank interest, which appears likely to continue at a low level. Audit 
Scotland has budgeted for miscellaneous income of £109,000 – maintaining the 
lower budget set for 2009-10, However, out-turn for the previous two years was 
much higher at £346,000 and £321,000 respectively. It is not clear whether there 
may be some positive variance again.  

43. Another pressure arises from the extra costs for external appointed auditors 
for work related to the introduction of International Financial Reporting Standards 

                                            
20 Scottish Commission for Public Audit. Official Report, 28 October 2009, Cols 235-6. 
21 Supplementary correspondence from the Auditor General for Scotland to the Scottish 
Commission for Public Audit, dated 3 November 2009. Available online at:  
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(IFRS) to the local government sector from 2010-11. The Commission sought to 
examine how these additional costs would work through the budget. The fee 
strategy document states that the 2009-10 budget included an assumption that 
fees to auditors would rise by 6% to cover work on opening balance sheets and 
shadow accounts in the central government and health sectors. There will be 
continuing effects on the budget as the IFRS-related work rolls through the various 
audit sectors. Audit Scotland confirmed that the 6% addition to central government 
and health costs is expected to continue into the first full audit of IFRS-based 
accounts, and then will reduce to about 3%. It is not wholly a one-off increase that 
will subsequently be removed because IFRS-based accounts are expected to 
continue to require more work than those prepared under previous practice.22 
Audit Scotland confirmed that there is a less formal requirement for IFRS shadow 
accounts or an audit of these for the local government sector, which is allowing it 
to permit auditors to agree the work required on a case-by-case basis. 

Efficiencies 

44. The Commission asked whether, given the pressure which salary costs and 
these other pressures exert on the budget, Audit Scotland can continue to 
constrain its overall budget in the way it has this year. 

45. The cost pressures identified are offset by efficiencies outlined in the budget 
proposal document. Audit Scotland stated that it has incorporated efficiency 
savings of £540,000 in the budget for 2010-11, amounting to 2% of the 2009-10 
gross expenditure budget. Some of these have been achieved through reduced-
price supply contracts. It has also applied a 2% efficiency to the uprated fees paid 
to appointed auditors. The budget also includes staffing efficiencies of £266,000 in 
2010-11 achieved through various initiatives including changing the skill mix 
required for particular tasks. These will be recurring savings.  

46. The Auditor General, however, emphasised that efficiencies will be 
increasingly difficult to identify in the future. The bulk of costs are those for staff 
and essential goods and services to run the business, which has to fulfil statutory 
obligations to deliver certain audit work to an acceptable standard.23 He stated 
that, “Without revisiting fundamentally the nature and scope of audit work, it is 
difficult to see ways in which we can generate large cash savings in future 
years.”24 

47. Audit Scotland emphasised rationalisation of its property costs as a specific 
area which would be targeted to achieve future efficiencies. This is an area about 
which the Commission has enquired repeatedly, specifically in relation to 
significant contributions to repair works which have been discussed in the context 
of carrying forward end-year flexibility. Audit Scotland confirmed that it is subject to 
a number of long-term leases. The first of these ends in 2012, with others in 2014 
and 2015. It is, therefore, beginning to plan now for 2012 to be the start of a 
phased rationalisation, with the first phase being consolidation of three Edinburgh 

                                            
22 Scottish Commission for Public Audit. Official Report, 28 October 2009, Col 245. 
23 Scottish Commission for Public Audit. Official Report, 28 October 2009, Col 232. 
24 Scottish Commission for Public Audit. Official Report, 16 September 2009, Col 210. 
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offices into the two existing George Street bases.25 This phased review is intended 
to look not only at direct property costs but also at issues such as the way in which 
audit is delivered, travel to work patterns and the next procurement of external 
audit contracts from private firms.  

48. Audit Scotland also highlighted the savings it had made in energy usage as a 
result of upgrades of its IT equipment. However, rising fuel costs had meant that 
this had so far not resulted in any net savings. It stated that it was in the process of 
looking at supply options, and aimed to benefit from lower energy costs as a result 
of office rationalisation in due course.26 

49. The Commission sought to clarify details on the number of staff employed by 
Audit Scotland, as various documents show the average number of staff in post or 
the total whole-time equivalent staff complement, with agency staff and secondees 
in addition. Some also show figures net of posts funded by end-year flexibility. The 
annual accounts state that the average number of whole-time equivalent staff 
employed by Audit Scotland increased by 15 from 278 in 2007-08 to 293 in 2008-
09. Similarly the number of agency and seconded staff increased from 14 to 20 
year on year. This rise was partly explained by improved filling of vacancies. Audit 
Scotland stated that the staff complement has remained “fairly constant over the 
past four or five years at 297”.27  

50. Supplementary correspondence states that Audit Scotland’s overall staffing 
establishment for 2009-10 was 298 whole time equivalents (with 287, 295 and 297 
for the preceding three years respectively) and for 2010-11 is 295 (including board 
members and posts funded by end-year flexibility). However, the budget proposal 
states that the complement for 2010-11 remains the same as for 2009-10 at 292, 
omitting the board and EYF-funded posts. The Commission recommends that 
Audit Scotland presents staff figures in future in a consistent manner across 
documents, with full explanation of what is included or not, in order to 
improve transparency and allow informed discussion about efficiencies.  

51. The different staffing figures appear to show a gradual increase in staff 
resources over the last few years. However, evidence to the Commission 
suggested that there are a number of issues around the potential for improved 
productivity. The budget proposal document states that some staffing efficiencies 
have already resulted from restructuring business groups, and Audit Scotland 
confirmed that it has looked at some areas where it can change the skill mix 
required and the components of the job.28 It is not clear what scope there is for 
further revision of the skill mix, or how the approach which Audit Scotland takes to 
allocating different grades of staff to audit work compares with others such as 
private sector audit firms. The Commission requests further information from 
Audit Scotland on any work it has done to analyse the skill mix it uses 
compared to other audit sectors, including the private sector. 

                                            
25 Scottish Commission for Public Audit. Official Report, 28 October 2009, Col 232. 
26 Scottish Commission for Public Audit. Official Report, 28 October 2009, Cols 238-9. 
27 Scottish Commission for Public Audit. Official Report, 16 September 2009, Col 212. 
28 Scottish Commission for Public Audit. Official Report, 28 October 2009, Col 236. 



Finance Committee – 7th Report, 2009 (Session 3) – Annexe L 
 

210 

52. The Auditor General also said that the “work that is being undertaken on 
improving our audit methodologies and linking into the scrutiny review” is helping 
to reduce the burden on audited bodies.29 The budget proposal outlines the new 
scrutiny co-ordination responsibilities that Audit Scotland has taken on. The 
Accounts Commission has said that streamlining scrutiny has resulted in 25% less 
scrutiny contact days over the last two years. Audit Scotland’s budget proposal 
also states that one objective of the corporate plan is to “deliver more streamlined 
audit” as a result of examining and co-ordinating overall scrutiny of public bodies. 
Developing this revised scrutiny approach is an additional cost for Audit Scotland 
in the immediate term. However, it is not yet clear whether it expects this work 
(particularly the work on shared approaches to risk assessment) to feed through in 
time into reduced audit contact time and costs and, if so, what effect this can be 
expected to have on future budgets. The Commission requests that Audit 
Scotland keep it informed of progress on this. 

53. A related issue is the longer-term impact of the Scottish Government’s public 
sector simplification programme. Changes in the landscape of Scottish public 
bodies have so far only marginally affected the number of bodies audited each 
year, and Audit Scotland has explained that there is no linear relationship between 
the number of bodies (or, indeed, the total spend of the audited bodies) and the 
costs of audit. The Commission has previously heard that some of the bodies 
abolished did not prepare separate annual accounts, so this has had no effect on 
audit costs. The removal of other bodies has not yet had an effect as the need to 
audit historic accounts for them has not yet ended. Some new bodies have also 
been established. The planning assumptions about how continued public services 
reform will affect Audit Scotland’s costs in the medium term are, therefore, not yet 
clear.  

Context and future trends 

54. The annual accounts state that 2008-09 has been “the most challenging 
external economic environment” since Audit Scotland was established. While the 
retrospective nature of audit means that this has not yet had a direct effect on it, 
Audit Scotland acknowledged that “we are entering quite unprecedented times 
with regard to the performance of the economy and the conditions that are going 
to apply more widely in the public sector”.30 

55. Audit Scotland explained how it had benchmarked its salary scales with 
appropriate comparators, mainly in the public sector rather than in the 
accountancy profession in general, during its pay system review. Although it 
competes widely for graduate recruits, it considers that using “any other 
comparator would quickly become unaffordable” as private sector salaries tend to 
run ahead of its own.31  

56. The Commission recognises that expected public finance constraints in the 
next few years may have an impact on Audit Scotland. In this context, the 
Commission makes a number of recommendations.  

                                            
29 Scottish Commission for Public Audit. Official Report, 16 September 2009, Col 210. 
30 Scottish Commission for Public Audit. Official Report, 28 October 2009, Col 234. 
31 Scottish Commission for Public Audit. Official Report, 28 October 2009, Col 234. 
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57. In previous years the Commission has expressed interest in details of how 
Audit Scotland assesses the impact of its work. The annual accounts highlight 
“£40 million in cumulative overpayments and savings now identified” in the 
national fraud initiative. This commentary is one good example of highlighting the 
impact which robust and well-directed public audit work can have. It is particularly 
important during a period of public finance constraints that the impact of funding 
public audit work appropriately is understood. The Commission appreciates the 
difficulty of directly quantifying the impact of audit work, and acknowledges the 
evidence Audit Scotland has given it to date on its work in this area. However, the 
Commission recommends that Audit Scotland should redouble its efforts to 
identify and present in an appropriate manner the contribution it makes to 
efficient management of expenditure across the public sector. 

58. Secondly, the discussion above on cost pressures and the staffing and 
accommodation efficiencies which can help to offset pressures covers several 
issues of a strategic nature. The budgetary impacts of these will develop over 
more than one year. Similarly, the public finance context is expected to be very 
tight for several years. The Commission, therefore, requests that Audit 
Scotland considers and reports back to it on how it can engage 
constructively with the Commission on all of these strategic issues beyond 
the immediate annual budget process. The Commission requests, in 
particular, detailed consideration of the property rationalisation strategy and 
of the staffing efficiencies which can arise from the three main issues 
outlined (development of skill mix, scrutiny reform and public sector 
simplification). 

59. Finally, the way in which the budget is constructed, and the dynamic of a 
number of key influences on it, mean that several budget lines routinely have the 
potential to fluctuate significantly year-on-year. For example, this year the 
Commission has heard evidence that— 

o The proposed budget for legal and professional fees remains at a high level 
for 2010-11, and Audit Scotland has confirmed that a substantial sum for 
the national fraud initiative appears every second year. 

o The capital budget for 2010-11 is unchanged from the previous year and is 
said to be primarily for the continued programme of IT upgrades. However, 
IT spending is cyclical and the capital budget has been subject to significant 
variation in previous years. 

o In considering the annual accounts, significant year-on-year variation in the 
operating costs and fee income from audits has been noted. 

 
60. Similarly, there are other areas in which costs clearly influence the budget 
perspective for more than one financial year. For example, in the course of 
evidence this year Audit Scotland has explained that— 

o Some of the effects on future years of the revised remuneration structure 
are already known. 

o The fee strategy provides indicative figures which will affect budgets for the 
2011-12 financial year as well as 2010-11. 

o The additional costs of IFRS-related work will flow through the different 
audit sectors and then reduce again. 
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o Some assumptions about fees payable to appointed auditors may be set for 
the life of the five-year contract. Audit Scotland has indicated that it will 
consider whether the principal assumptions underpinning the approach to 
the fee strategy can be simplified in future. 

o Some end-year flexibility funding is sought for two years at a time. 
Authorisation is being sought in this year’s Autumn Budget Revision for 
spending on developing the business to be taken forward to 2010-11 rather 
than simply used in the current financial year. 

 
61. The Commission appreciates that these are complex issues subject to other 
influences which cannot be predicted with certainty, and that some elements may 
be contingent or uncertain. However, the factors outlined in paragraphs 59 and 60 
above show the ongoing rationale for a longer-term perspective on Audit 
Scotland’s budgeting. In addition, the current economic context demands a 
strategic focus on budget trends across the public sector. The Commission, 
therefore, recommends that Audit Scotland should consider and report to it 
on how it can in future present budget proposals that cover a longer-term 
perspective than previously – for example, by routinely providing a 
provisional or indicative budget for the financial year subsequent to the one 
for which formal approval is being sought. 

CONCLUSION 

62. The Commission draws the Parliament’s attention to the observations and 
recommendations contained in this report. It considers that these 
recommendations will, in particular, encourage progress towards a more strategic 
understanding of Audit Scotland’s budget requirements. The Commission requests 
that Audit Scotland provides a formal response to this report, detailing the action it 
intends to take to address the recommendations. 

63. Taking account of these comments, the Commission recommends that Audit 
Scotland’s proposal for total net expenditure of £27,687,000 and total resource 
requirement from the Scottish Consolidated Fund of £7,384,000 for the year 2010-
11 be approved by the Parliament. In doing so, the Commission also recommends 
approval of Audit Scotland’s request for £500,000 of revenue underspend to be 
carried forward by means of end-year flexibility through the Autumn Budget 
Revision 
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Extracts from the minutes 

1st Meeting, 2009 (Session 3) Wednesday 13 May 2009 

Audit Scotland’s response to the Commission’s 2nd Report 2008 on Audit Scotland’s 
Expenditure Proposals for 2009-10, and Audit Scotland’s provisional budget estimate for 
2010-11: The Commission took evidence from— 

Robert Black, Auditor General for Scotland, Russell Frith, Director of Audit Strategy, Barbara Hurst, 
Director of Public Reporting, and Diane McGiffen, Director of Corporate Services, Audit Scotland. 

Economy, efficiency and effectiveness examination of Audit Scotland: The Commission 
considered correspondence from Audit Scotland in relation to follow-up work by the auditors of 
Audit Scotland on the economy, efficiency and effectiveness examination of Audit Scotland’s fees 
and charges, and took evidence from— 

Robert Black, Auditor General for Scotland, Russell Frith, Director of Audit Strategy, Barbara Hurst, 
Director of Public Reporting, and Diane McGiffen, Director of Corporate Services, Audit Scotland. 

2nd Meeting, 2009 (Session 3) Wednesday 16 September 2009 

Audit Scotland Annual Report and Accounts for the year to 31 March 2009 and Auditor’s 
Report on the Accounts: The Commission took evidence from—  

Robert Black, Auditor General for Scotland, Russell Frith, Director of Audit Strategy, and Diane 
McGiffen, Director of Corporate Services, Audit Scotland, 

and then from— 

Richard Gibson, HW Chartered Accountants, External Auditors to Audit Scotland. 

Audit Scotland’s Autumn Budget Revision 2009-10: The Commission took evidence from— 

Robert Black, Auditor General for Scotland, Russell Frith, Director of Audit Strategy, and Diane 
McGiffen, Director of Corporate Services, Audit Scotland.  

3rd Meeting, 2009 (Session 3) Wednesday 28 October 2009 

Decisions on taking business in private: The Commission agreed to take agenda item 3, and 
future consideration of a draft report on Audit Scotland’s Budget Proposal for 2010-11, in private. 
The Commission also agreed to consider a paper from the Secretary on extending the contract of 
the auditors of Audit Scotland in private at a future meeting. 

Audit Scotland’s Budget Proposal for 2010-11: The Commission took evidence from— 

Robert Black, Auditor General for Scotland, Russell Frith, Director of Audit Strategy, and Diane 
McGiffen, Director of Corporate Services, Audit Scotland.  

Audit Scotland evidence (in private): The Commission considered the evidence heard to date to 
inform the preparation of its report on Audit Scotland’s Budget Proposal for 2010-11.  

4th Meeting, 2009 (Session 3) Wednesday 11 November 2009 

Auditors of Audit Scotland (in private): The Commission considered a paper from the Secretary 
on extending the contract of the auditors of Audit Scotland. The Commission agreed to offer the 
auditors a one-year extension to their contract. 

Audit Scotland’s Budget Proposal for 2010-11 (in private): The Commission considered a draft 
report on Audit Scotland’s budget proposal for 2010-11. The Commission agreed the report subject 
to revisions. 
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