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Economy, Energy and Tourism Committee 
 

Report on the Budget Strategy Phase  
 
The Committee reports to the Scottish Parliament and the Finance Committee as 
follows— 
 

Background 

1. In 2009, the Scottish Parliament’s Finance Committee carried out a review of 
the Parliament’s budget scrutiny processes. The subsequent Report on the 
Review of the Budget Process proposed that a budget strategy phase (BSP) 
should be undertaken at least once per parliamentary session in order to identify 
the Government’s priorities, determine whether the budget is delivering on these 
priorities and make suggestions for alternative strategies.1 It was also expected 
that this initial phase would influence subsequent, more detailed committee 
scrutiny of the Scottish Government’s draft budget when this was introduced later 
in the calendar year. 

2. For this, the first BSP, the Finance Committee has agreed that it will 
undertake an inquiry into the public sector’s response to the predicted reductions 
in future Scottish budgets. The specific inquiry remit is as follows— 

What preparation should be underway now by the public sector to ensure 
the efficient delivery of public services within a period of tightening public 
expenditure? 
 

3. This report is the Economy, Energy and Tourism Committee’s (“the 
Committee”) contribution to the BSP. 

4. The Committee wished to establish what witnesses viewed as the priority 
areas for public expenditure in the areas of the economy, energy and tourism, how 
they measure the value achieved for the investment of public funds, whether key 
public sector bodies had successfully delivered efficiency savings within their 
organisations and whether there was scope to deliver more. To assist with its 
consideration, the Committee took evidence from— 

• Crawford Gillies, Chairman, Julian Taylor, Director of Research and 
Policy, and Douglas Colquhoun, Director of Corporate Planning and 

                                            
1 Scottish Parliament Finance Committee 5th Report 2009 Report on the review of the Budget 
Process 29 June 2009. 
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Performance, Scottish Enterprise; David Smith, Interim Chief Executive, 
Scottish Development International; Sandy Brady, Acting Chief Executive, 
and Alastair Nicolson, Head of Planning and Economics, Highlands and 
Islands Enterprise; 

• Phillip Riddle, Chief Executive, VisitScotland; and 

• John Swinney MSP, Cabinet Secretary for Finance and sustainable 
Growth, and officials from the Scottish Government. 

5. In addition, the Committee also received written evidence from— 

• Scottish Enterprise, Highlands and Islands Enterprise, VisitScotland, the 
Confederation of British Industry (Scotland), the Scottish Building 
Federation and the Scottish Council for Development and Industry. 
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OUTLOOK FOR FUTURE BUDGETS OF THE SCOTTISH GOVERNMENT AND 
PUBLIC SECTOR EXPENDITURE 

6. The financial crisis and subsequent recession have placed significant strain 
on public finances throughout developed economies. The impact has been 
particularly severe in the UK, with public sector net borrowing in 2009/10 and 
2010/11 amongst the highest in the Organisation for Economic Co-operation and 
Development (OECD). As a percentage of Gross Domestic Product (GDP), UK 
debt is at its highest level since records began in 1974. It currently stands at £890 
billion, which represents 62% of GDP.2 

7. To pay back this level of borrowing, a package consisting of either or both tax 
rises or spending cuts will be necessary. To put the scale of the challenge ahead 
into perspective, the Institute of Fiscal Studies (IFS) has stated recently that real 
terms cuts in public spending in the UK of anywhere between £34.5 billion and 
£52.4 billion will be needed depending on how much of the burden is to be met 
through tax increases and/or improved economic growth. If such deficits were to 
be made up exclusively through spending cuts then, at a UK level, the higher 
figures in this range would equate to, for example, eliminating all spending on 
personal social services (currently £33 billion) plus all spending on transport (£22 
billion). If the deficit was to be repaid through, for example, increased VAT, in 
addition to spending cuts, then one expert has calculated that this would require a 
VAT increase to 25%.3 Other experts, however, predict that the likely VAT level 
will be 20p in the pound before the end of 2011.4 Irrespective of the precise means 
used to pay back the deficit, the scale of the challenge facing the UK is clear. 

8. HM Treasury have yet to publish a detailed spending programme for beyond 
the current financial year and expenditure allocations for Scotland are therefore 
unavailable beyond 2010/11. However, in his report, published in April 2010, 
entitled Outlook for Scottish Government Expenditure, Dr Andrew Goudie, Chief 
Economic Advisor, provided an overview of Scottish Government research on the 
outlook for the UK public finances and the implications for future expenditure by 
the Scottish Government. 

9.  The report details a number of scenarios for the Scottish budget and 
addresses the new UK Government’s intention to engage in a period of 
considerable fiscal tightening. The report draws on recent public finance data, 
information from external sources and a range of assumptions to provide an initial 
outlook for Scottish Government expenditure beyond 2010/11. 

10. As a backdrop, the IFS estimates that the previous UK Government planned 
to implement fiscal tightening cumulatively worth 3.4% of GDP by 2014/15, and 
4.8% of GDP by 2016. HM Treasury expected this tightening to be sufficient to 
return net borrowing to pre-recession levels. Based on these estimates, and 
assuming that the projected reductions in total UK Departmental Expenditure 
Limits (DEL) Budgets outlined in HM Treasury’s Budget 2010 were shared equally 
                                            
2 ONS Public Sector Finances: Table PSF9 http://www.statistics.gov.uk/pdfdir/psf0410.pdf  
[accessed 11 May 2010]. 
3 Professor Danny Blanchflower, New Statesman, May 10th, 2010. 
4 BBC, survey of independent economists, http://news.bbc.co.uk/1/hi/business/10112936.stm 
[accessed 19 May 2010]. 
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across Whitehall departments, the report by Dr Goudie makes illustrative 
projections for the Scottish Government projected Departmental Expenditure Limit 
over the coming years to 2015. 

11. His report for the Scottish Government concludes that cumulative reductions 
averaging approximately 3% in real terms per annum between 2011/12 and 
2014/15 are likely - a total decline of 11.1% in real terms. This would translate to a 
real terms reduction of between £3.5 and £4 billion in Scotland by 2014/15 
compared to the 2009/10 budget. It is not anticipated that the budget would return 
to 2009/10 levels for some 12 to 15 years. Over the course of this adjustment 
period, Scottish expenditure could cumulatively forego between £25 and £35 
billion in real terms compared to a situation whereby the 2009/10 peak level of 
DEL remained unchanged.5 The following table, from Andrew Goudie’s paper, 
summarises the official projections. 

 

12. It should be noted that all of these estimates are dependant on the speed of 
the UK’s economic recovery and any alterations to taxation implemented by the 
new Liberal Democrat-Conservative coalition administration following the UK 
election on 6 May 2010. This new UK Government has announced that it plans an 
emergency budget within 50 days of taking office. 

13. In summary, public sector debt and the structural deficit in the UK are at an 
unprecedented level and the new UK Government has said that deficit reduction 
and continuing to ensure economic recovery is the most urgent issue facing 
Britain.6 This will inevitably involve a tightening of budgets at a UK and therefore a 
Scottish level too. As a first step, the new UK administration has announced that 
cuts of £6 billion to non-front line services can be made within the financial year 

                                            
5 Dr Andrew Goudie, Chief Economic Advisor Outlook for Scottish Government Expenditure April 
2010, Page 9. 
6 Liberal Democrat-Conservative coalition agreement. Available at: 
http://www.libdems.org.uk/latest_news_detail.aspx?title=Conservative_Liberal_Democrat_coalition
_agreements&pPK=2697bcdc-7483-47a7-a517-7778979458ff [accessed 20 May 2010]. 
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2010-11, subject to advice from HM Treasury and the Bank of England on their 
feasibility and advisability. 

14. The impact on Scotland’s finances for 2011-12 is not yet clear, but current 
projections would indicate a real terms loss of between £3.5 billion and £4 billion 
by 2014/15 compared with 2009/10.Tough choices therefore now face the Scottish 
Government and its agencies in the coming Comprehensive Spending Review 
period starting in 2011/12. 

15. A return to prosperity, however, is also inextricably linked to economic growth 
and a better than expected performance in this respect helps to offset some of the 
cost cutting or tax raising measures that will need to be taken. In the 2010 Budget, 
HM Treasury’s forecast for GDP for 2010 was for growth between 1% and 1.5%, 
rising to between 3% and 3.5% in 2011 and between 3.25% to 3.75% in 2012. 
However, in April 2010, the International Monetary Fund cut its 2011 forecast for 
UK GDP to 2.5% (from 2.7%) and the National Institute of Economic and Social 
Research is forecasting 1% on 2010 and between 2% and 2.2% in 2011. 
Assessing the likely value of any economic recovery plan either at the UK or 
Scottish level is therefore critical. 

Evidence from the Cabinet Secretary for Finance and Sustainable Growth 

16. Given the centrality of this issue to the debate on the likely budgets available 
in the years ahead, the Committee sought more information from John Swinney, 
Cabinet Secretary for Finance and Sustainable Growth, on what the likely impact 
of fiscal tightening would be on Scotland. 

17. He indicated that the Chancellor of the Exchequer in the new UK coalition 
government had indicated during pre-election talks with him that the reductions of 
£6 billion to the 2011-12 UK budget referred to above would be sought. He also 
indicated that the consequential reduction to the current year’s budget in Scotland 
could be deferred until 2011-12. The Cabinet Secretary cautioned that— 

“… that means that we would have to find those savings and any other 
savings that might be required for the 2011-12 settlement in 2011-12. From 
Dr Goudie’s analysis, we can see that 2011-12 is already going to be a very 
challenging year without the additional consequential impact of the budget 
change that has been reported in the media this morning.”7 

18. During oral evidence to the Committee, the Cabinet Secretary explained that 
the impact on the Scottish Consolidated Fund of any budget measures introduced 
by the new UK administration will depend on the pattern of spending changes at 
the UK level and the extent to which this is comparable with the services carried 
out in Scotland.8 He explained— 

“… for example, if there is a reduction in the UK health budget, that will 
directly cross over to our departmental expenditure limit, and Scottish 

                                            
7 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3618. 
8 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3618. 
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ministers will decide how to address that; we are not required to follow 
exactly the UK Government’s decision...we will have to see what is affected 
and work out the consequential total for Scotland.”9 

19. He added— 

“We will seek clarity from the new Government about the nature of the £6 
billion spending reduction, and how it will be applied across different 
portfolios, because that will affect the global total that is required to be found 
from the departmental expenditure limit in Scotland. We will then see whether 
there is any flexibility in how the reduction might be recovered.”10 

20. Accepting that there was a good deal of uncertainty surrounding the final 
outcome for Scotland, the Cabinet Secretary attempted to quantify the impact that 
UK budget reductions will have in Scotland. He said “without being too precise 
about it, we’re talking about a sum of money which is in the sphere of £500 - £600 
million of consequential impact on Scotland”11 which needed to be cut either in this 
financial year (2010-11) or deferred until the next. 

21. The Committee notes that subsequent public comments by the Cabinet 
Secretary appeared to indicate that he estimated the impact on Scotland’s budget 
would be in the order of £500m per year rather than the range he gave the 
Committee. 

22. It should also be noted that, following his appearance at the Committee, the 
Cabinet Secretary told the Finance Committee on 18 May that it was his 
preference to defer cuts to the 2010-11 budget.12 

23. The Cabinet Secretary concluded that it was difficult at this stage to state 
with any certainty what the implication of these budget reductions would be on the 
economy, energy and tourism portfolio but said— 

“…the direction that the Government has taken in its public spending choices 
has been based on the need first, to continue to support economic recovery, 
which there is still every requirement on us to do, and secondly, to protect 
front-line services. Those two considerations will be uppermost in ministers’ 
minds as they make their choices.”13 

24. In written evidence to the Committee, the Cabinet Secretary stated that “all 
areas of government will need to reflect on the implications of the incoming UK 
Government’s spending decisions and any relevant policy announcements.”14 The 

                                            
9 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3617-18. 
10 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3618. 
11 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3618. 
12 Scottish Parliament Finance Committee. Official Report, 18 May 2010 Col 2305. 
13 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3614. 
14 Cabinet Secretary for Finance and Sustainable Growth, Letter to the Economy, Energy and 
Tourism Committee, 6 May 2010. 
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Committee notes that this reference to policy announcements could include 
Calman Commission15 proposals such as borrowing powers for the Scottish 
Government. 

25. The Cabinet Secretary added that a UK Comprehensive Spending Review 
would take place over the summer of 2010 and he undertook to provide the 
Committee with details once they became available.16 The Committee notes the 
likelihood that the next Comprehensive Spending Review will not now be 
published until October 2010 which would mean a Scottish Spending Review 
being published in November and scrutiny of it taking place later than the more 
usual budget scrutiny timetable in the Scottish Parliament. 

 

                                            
15 The Calman Commission on Scottish devolution is  the independently chaired commission to 
review devolution in Scotland, http://www.commissiononscottishdevolution.org.uk/ [accessed 19 
May 2010]. 
16 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3613. 
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PRIORITIES FOR THE DELIVERY OF SERVICES WITHIN A PERIOD OF 
DECLINING PUBLIC EXPENDITURE 

Introduction 

26. Given the projections for falling public sector expenditure, the Committee was 
keen to know what action key public bodies planned to take in preparation for the 
delivery of services during a period with reduced resources. The Committee 
wished to establish what witnesses viewed as the priority areas for public 
expenditure, how they measure the value achieved for the investment of public 
funds, whether witnesses had successfully delivered efficiency savings within their 
organisations and whether there was scope to deliver more. 

Introductory remarks 
27. During oral evidence to the Committee, Crawford Gillies, Chairman of 
Scottish Enterprise asserted that “economic growth will come from Scotland's 
businesses growing their markets, increasing their productivity and taking 
advantage of global opportunities.”17 He outlined the role Scottish Enterprise had 
to play in creating a business environment which would enable this to happen, with 
the aim of having “more globally competitive Scottish businesses and globally 
competitive sectors, in which Scotland has real competitive advantage and world-
class expertise.”18 

28. Crawford Gillies went on to state that Scottish Enterprise’s business 2011/12 
business plan “is designed to ensure that we invest where we see clear 
opportunity and maximum economic benefit for Scotland.”19 He elaborated by 
saying that “we will focus on the areas in which we have the greatest economic 
impact, whether by working more intensively with companies that can have a 
disproportionate impact on the economy or by making step changes in the 
opportunities in Scotland's key sectors, such as energy, life sciences and food and 
drink.20 

29. Mr Gillies spoke of the need for Scottish Enterprise to be flexible and 
opportunistic and stated that “we want to raise the bar for Scotland’s productivity 
performance.”21 

30. With regard to Scottish Enterprise’s operating efficiency, Crawford Gillies 
stated that Scottish Enterprise would continue to build on improvements delivered 
in recent years.22 

                                            
17 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 201, Col 
3516. 
18 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3516. 
19 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3516. 
20 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3516 - 3517. 
21 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3517. 
22 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3517. 
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31. With reference to the possibility of tighter budget settlements, Sandy Brady, 
acting Chief Executive, argued that Highlands and Islands Enterprise (HIE) would 
be well-placed to adapt. He stated that “as an agency with wide powers to assist 
economic and community development, we continually make choices about what 
we support, so the principles of discretionary decision making are well 
established.”23 

32. David Smith, interim Chief Executive, described Scottish Development 
International’s focus for the coming years as “supporting Scottish companies to 
capitalise on global market opportunities, particularly in high-growth sectors and 
markets.”24 

33. Philip Riddle, Chief Executive of VisitScotland, expressed his belief that there 
is significant potential for the tourism industry to grow and provisional figures for 
2009 pointed to a modest increase in Scottish tourism figures against a global 
decline. 

National Targets and Priorities 

Scottish Government’s targets for economic growth 
34. The Scottish Government’s economic strategy emphasises the central 
importance of sustainable economic growth. An aim (or Purpose) within the 
strategy is “To raise Scotland’s GDP growth rate to the UK level by 2011.”25 
Figures released by the Scottish Government on 21 April show that economic 
growth in Scotland for the last quarter of 2009/2010 was 0.2%. UK growth stood at 
0.4% in the same quarter26 and growth in the European Union was broadly stable 
in the same quarter.27 

35. Given the GDP growth target, witnesses giving evidence to the Committee 
were asked whether they considered that that objective would be met. Crawford 
Gillies said that “it is extremely difficult to say, frankly, what the trajectory will be 
over the next year. There are definite signs of recovery, but the recovery is 
somewhat fragile, so it is difficult to say whether we are on track at this point.”28 

36. With respect to this target, the Cabinet Secretary expressed his “hope and 
expectation that, as we move into economic recovery, the pattern we follow will be 
relatively similar to that in the rest of the United Kingdom.”29 The Committee notes 

                                            
23 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3518. 
24 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3519. 
25 Scottish Government The government economic strategy 2007 page 22. 
26 The Scottish Government Main GDP findings for quarter 4 
http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy/GDP/Findings [accessed 4 May] 
2010. 
27 http://epp.eurostat.ec.europa.eu/cache/ITY_PUBLIC/2-07042010-BP/EN/2-07042010-BP-
EN.PDF accessed on 11 May 2010. 
28 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3527. 
29 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3624. 
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that the Cabinet Secretary was unable to fully commit to meeting the target by 
2011. 

Enterprise Agencies and Scottish Development International 
37. In its written submission to the Committee, Scottish Enterprise outlined its 
three key priorities as: Support Globally Competitive Companies, Build Globally 
Competitive Sectors and Establish a Globally Competitive Business Environment. 
The submission states— 

“Our business plan is more focused than ever before on measuring the 
impact and outcomes from our work. An impact assessment of our business 
plan highlights that for every £1m we plan to invest during 2010 in globally 
competitive companies, sectors and business environment, we will generate 
an additional £8.8 million for Scotland’s economy, equating to an additional 
£2 billion for Scotland’s Gross Value Added (GVA) by 2020.”30 

38. Scottish Enterprise’s written submission to the Committee reveals that small 
increases are planned for Scottish Development International’s (SDI) budget. 
Currently standing at £23.2 million, the indicative figure for 2011-12 is £24.1 and 
for 2012-13, £25 million. SDI’s priorities were to reach out to more businesses to 
support their international ambitions by entering into partnerships with Scottish 
Council for Development and Industry (SCDI) and Scottish Chambers 
International; to continue to harness and utilise the talents of leading Scots across 
the world via the Globalscot network and to continue to support the attraction of 
globally mobile individuals to pursue careers in Scotland through TalentScotland. 

39. Additionally, in its 2007 manifesto, the SNP committed to “get a far better 
return for public investment with support for Scotland Houses” and to provide “£1 
million kick-start funding to develop similar initiatives world-wide”.31 In an answer 
to Parliamentary Questions lodged by the Committee Convener, Fiona Hyslop 
confirmed that no publicly-funded Scotland Houses have been established since 
2007 and that the additional allocation of £1 million that had been provided to take 
this forward was returned by SDI for use in supporting other Scottish Government 
priorities. 

Highlands and Islands Enterprise 
40. HIE’s written submission to the Committee sets out its vision for the region, 
which would result in “all parts of the Highlands and Islands having more people, a 
wider jobs base, higher incomes, dynamic businesses and stronger communities – 
thereby making an increasing contribution to Scotland as a whole.”32 HIE’s 
Operating Plan for 2010-13 details the key priorities which HIE will pursue in order 
to deliver its vision. These are— 

• a world leading, diversified renewable energy sector; 

• high-speed, universal digital connectivity and its exploiting; 

                                            
30 Scottish Enterprise, written evidence to the Committee, April 2010, page 3. 
31 Scottish National Party, Holyrood Manifesto 2007 http://www.snp.org/node/13534 [accessed 19 
May 2010]. 
32 Highlands and Islands Enterprise, written evidence to the Committee, April 2010, page 1. 
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• a successful, growing universities sector; 

• a renowned life sciences sector; 

• the growth of tourism, food and drink, creative industries and business 
services; 

• increased internationalisation, innovation and entrepreneurship; 

• a strong and expanding social enterprise sector and 

• a low-carbon economy. 

Tourism 
41. The visitor economy is a vital economic driver for Scotland. Provisional 
figures show that, in 2009, expenditure was £2.74bn for domestic visitors and 
£1.36bn for overseas visitors. More than 200,000 people are employed in tourism 
related areas and the sector contributes around 5.4% of total Scottish Gross Value 
Added (GVA).33 

42. A stated ambition for VisitScotland within the Tourism Framework for Change 
is the achievement of 50% revenue growth by 2015.34 However, VisitScotland’s 
written evidence to the Committee revealed that its most recent figures show a 
reduction in both trips and spend since 2005. 

  Trips (m) Spend (£m) 

Jan-Dec 2005 2006 2007 2008 2009P 
Annual 
Growth 
09/05 

2005 2006 2007 2008 2009P 
Annual 
Growth 
09/05 

International 2.39 2.73 2.76 2.48 2.59 2.01% 1208 1439 1367 1241 1359 2.94% 

Domestic 14.87 13.28 13.12 12.15 12.47 -4.40% 3006 2720 2836 2812 2736 -2.35% 

Total 17.26 16.01 15.88 14.63 15.06 -3.41% 4214 4159 4203 4047 4095 -0.72% 

Source: VisitScotland P=provisional 

43. During questioning by the Committee, Philip Riddle admitted that Scotland is 
not on trajectory to achieve the 50% growth ambition but he believed that there 
were still significant opportunities for growth of the tourism sector in Scotland. He 
pointed out that 2009 had seen a small positive growth in the sector against a 
global decline.35 This growth is attributable to the significant growth in international 
tourism which was achieved in the fourth quarter of 2009. According to 
VisitScotland, factors which had contributed to this growth were the weakness of 
the GB pound, a greater propensity for UK citizens to holiday in the UK and the 

                                            
33 Visit Scotland, written evidence to the Committee, April 2010, page 1. 
34 Scottish Government, Scottish Tourism: The Next Decade - A Tourism Framework for Change, 
March 2006 page 15. 
35 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3586. 
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Homecoming initiative.36 However, it should be noted that figures for 2009 
indicated that while the volume of domestic tourism rose, the value actually fell.37 

44. Philip Riddle stated— 

“Undoubtedly, we expect last year's trends to run on through. I do not know 
whether we will talk about the most recent developments, but the flight 
disruption was a setback. If that were to be repeated, it could be difficult, but 
the underlying trends—the weaker pound, the staycation, the flexibility of 
businesses—are still there. Visitor numbers should hold up.”38 

Strategic focus in the current economic climate 

Scottish Enterprise - innovation versus exploitation 
45. The Committee noted that a key change in strategic focus planned by 
Scottish Enterprise is a refocusing on exploitation of existing intellectual property, 
assets and research rather than support for new innovation. As a result, Scottish 
Enterprise plans a small decline in funding for “Commercialisation – Development 
and Exploitation of Intellectual Assets”.39  Julian Taylor confirmed that Scottish 
Enterprise has shifted the balance of funding away from the stimulation of new 
ideas in favour of exploitation. He explained that— 

“… it is about ensuring that the ideas that are exploited have a realistic 
chance of commercial exploitation, so that there is a genuine line of sight to 
market and a route to market. We need to ensure that there is not a complete 
scattergun approach and that there is a genuine focus on opportunities that 
are realisable in Scotland.”40  

46. On first inspection it would appear that Scottish Enterprise’s budget table 
(reproduced later in this report) contradicts this assertion as the specific budget 
line for Innovation and R&D Support is set to increase by £5 million between 
2010/11 and 2012/13 whereas the budget for Commercialisation falls from £24.2 
million to £23.3 million over the same period. However, Scottish Enterprise has 
subsequently indicated that this apparent discrepancy is due to a change in the 
definition of these budget headings in terms of the support provided under each. 
The budget line for Commercialisation actually covers both intellectual asset 
generation (innovation) and exploitation, and its constituent elements show that 
Scottish Enterprise plan to reduce expenditure on innovation but increase the 
resources for exploitation. 

                                            
36 The Scottish Government’s initiative Homecoming Scotland was a programme of events 
throughout 2009 which invited Scotland's people at home and abroad to reconnect with Scotland. 
37 
http://www.visitscotland.org/research_and_statistics/tourism_statistics/latest_tourism_figures.aspx 
[accessed 11 May 2010]. 
38 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3595. 
39 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3521. 
40 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3521. 
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47. Crawford Gillies added that an evaluation of this approach would be ongoing 
and that support would be reassessed according to the results of this evaluation.41 

48. Julian Taylor described the methodology by which Scottish Enterprise assess 
the impact and success or otherwise of reducing support for innovation in favour of 
commercialisation of existing intellectual assets. He said— 

“We have introduced more specific criteria relating to the success that we 
would expect to see from such research programmes...The criteria are 
specific, hard and relatively short term. Equally, we need to monitor the 
sector strategies to ensure that there is a pipeline of good ideas in areas in 
which Scotland has global competitive advantage—for example, in stem cells 
rather than in life sciences in general…It is about monitoring the flow of ideas 
and ensuring that companies are formed as a result or that technological 
intellectual property is applied in existing companies.”42 

Are the enterprise agencies staffed appropriately to respond to the challenges in 
the economy? 
49. Public organisations face many challenges in the coming years which will 
involve changes to established strategies and new roles for staff. With this in mind, 
the Committee raised the question of whether Scottish Enterprise and HIE are fit 
for purpose given all the recent reforms and downsizing and whether they have 
the potential to adapt and respond to these challenges. 

50. On the question of whether the enterprise agencies, in their current form, 
have the right type of staff in the right numbers, Sandy Brady said that the 
“balance between our budget and the staff is broadly correct”.43 He added— 

 “… one of the key things, however, is to ensure that all our staff understand 
what we are trying to do with our interventions. Not all our people on the front 
line are economists, so it is important to get them to understand the 
economic concept of gross value added and how it impacts at the local, 
regional and national levels. We are on a training track and we have made 
some good progress, but there is still work to be done.”44 

51. With regard to Scottish Enterprise, Crawford Gillies said “from our point of 
view, we have an adequate number of staff. In fact, we continue to drive down our 
staff numbers and to seek efficiency savings. Could we make good use of more 
resources, were they available? Absolutely; we most definitely could.”45 

52. With reference to Scottish Enterprise’s ability to remain opportunistic and 
take full advantage of all emerging opportunities for economic growth, some 
                                            
41 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3522. 
42 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3522. 
43 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3525. 
44 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3525. 
45 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3525. 
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members of the Committee were concerned that support located within Scotland’s 
regions and cities since the demise of local enterprise companies has declined. 

53. Crawford Gillies argued that— 

“It is possible to have one organisation operating across Scotland that brings 
the best resources to bear region by region…our organisational model 
attempts to secure the benefit of our being one organisation across Scotland, 
which is able to transfer the best resources and best practices, while, at the 
same time, recognising that a lot of economic development is delivered on a 
local basis.”46 

54. He added that, “We really do want to be involved at the local level, as we 
were historically. We have no intention of pulling back from that.”47 

55. David Smith of SDI said that additional resources could be put to good use if 
they were available and confirmed that the current balance of staff numbers was 
appropriate at this point. He argues that SDI, in the context of the global 
marketplace, has “quite modest staffing numbers and resources”.48 

Use of loans, grants and equity investment 
56. Enterprise agencies have traditionally used a mixture of grants, loans and 
equity investment to assist businesses. The Committee was keen to explore how 
their future strategy and priorities may change in these areas. 

57. Sandy Brady explained that HIE was offering loans less frequently now that 
bank interest rates were low but that HIE was “actively looking at increasing”49 
their use. Scottish Enterprise told the Committee that its focus is on the use of 
equity investment through co-investment funds. 

Scottish Investment Bank 
58. The Committee requested an update on the establishment of the proposed 
Scottish Investment Bank (SIB). Crawford Gillies was able to confirm that the 
setting up of the Scottish Investment Bank “would not have a material impact on 
the co-investment fund’s50 operation”51. It should be noted, however, that in April 
2010, the First Minister announced that £150 million had been earmarked as the 
first step in the establishment of a Scottish Investment Bank. The bank is to be 
designed to support business growth by initially bringing together Scottish 

                                            
46 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3530. 
47 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3531. 
48 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3526. 
49 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3526. 
50 The Scottish Co-investment Fund (SCF) is a £72 million equity investment fund established by 
Scottish Enterprise, partly funded by the European Regional Development Fund, to invest from 
£100,000 to £1 million in company finance deals of up to £2 million. Source: http://www.scottish-
enterprise.com/invest-scottish-co-investment-fund.htm accessed 13 May 2010. 
51 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3533-3534. 
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Enterprise's existing Scottish Co-investment Fund, Scottish Venture Fund and 
Scottish Seed Fund. 

59. On the potential for loans to provide a greater incentive for businesses to 
succeed than grants, the Cabinet Secretary stated “that is essentially the thinking 
that underpins the Scottish investment bank.”52 In the context of developing a low 
carbon economy, it would be necessary to provide grants— 

“… because we are supporting research projects that require public sector 
support to make the propositions that are being considered realistic and 
viable. That is absolutely appropriate, but there will be a place for us to 
provide loan finance. The research that we carried out into access to finance, 
which I am pretty sure we have shared with the committee, indicates that 
there is a gap in the market for such support that is not provided by 
commercial lenders.”53 

60. The Cabinet Secretary confirmed that the co-investment fund would operate 
as before and would be drawn together with the Scottish Investment Bank.54 

61. In his evidence to the Committee, the Cabinet Secretary indicated that the 
Scottish Investment Bank was operational and whether, in particular, the £50 
million of additional funds announced by the Scottish Government were now 
available for businesses to access. The Cabinet Secretary said that it was 
“available now.”55 A Scottish Government official clarified that “No one has been 
awarded a grant as yet, but a number of discussions are under way.”56 It should be 
noted, however, that this statement was later clarified such that the plans are for 
the loan fund, which is designed to address the gap in the provision of less well-
secured and mezzanine funding, to commence operation by the end of 2010 

62. At the request of the Committee, the Scottish Government provided the 
following breakdown of funds included within the Scottish Investment Bank. 

                                            
52 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3616. 
53 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3616-17. 
54 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3627. 
55 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3628. 
56 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3628. 
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Scottish Investment Bank 
 
Fund name Purpose Type of funding Source Size Start date 
Scottish Seed Fund Provides equity investments from £20,000 

to £100,000, matched by private sector, 
to support early-stage businesses that 
meet set criteria and are keen to grow. 
 The SSF invests in start-ups and early 
stage companies. 
 

Equity Scottish Enterprise £6m* June 2006 

Scottish  
Co-investment Fund 

Invests £100,000 to £1 million alongside 
the private sector in business deals of up 
to £2 million, mainly focused on high 
technology innovative growth companies.  
 

Equity Scottish Enterprise & 
European Regional 
Development Fund 
(ERDF) 

£110m* July 2003 

Scottish Venture 
Fund 

Invests £500k to £2 million in equity 
finance deals of between £2 million and 
£10 million. The fund operates in a similar 
way to the SCF fund i.e. invests alongside 
the private sector in technology based 
companies. 
 

Equity Scottish Enterprise & 
ERDF 

£75m* January 
2007 

Loan fund To address a gap in the provision of less 
well-secured and mezzanine funding in 
the range £250,000 to £2m (and 
potentially up to £5m in exceptional 
circumstances) to growth and exporting 
companies. 

Loan (mezzanine) Scottish 
Enterprise/Scottish 
Government & ERDF 
[plus potential 
additional private sector 
investment] 

£50m (currently 
and before any 
additional 
potential 
private sector 
investment) 

Aim to be 
open for 
business 
by end 
2010 

[* reflects the value of the funds at 31 March 2010 and the total of the 3 funds is typically rounded to £150m to reflect that there will 
be some failures/losses] 
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63. Whilst the Committee welcomes the £50 million of funding provided through 
the SIB’s loan fund, we are aware through our recent banking inquiry that it is a 
drop in the ocean compared to the funding shortfall that has been caused by the 
recent credit crisis and the withdrawal to a large degree of commercially available 
finance from high street banks. 

Remaining opportunistic and reactive – ensuring skills are in place 
64. In the context of a growing economy, the existence of relevant skills is of 
paramount importance in capitalising on opportunities for economic growth as they 
arise. The Committee sought reassurance from witnesses that support in this area 
was receiving an appropriate level of resource. 

65. While Crawford Gillies pointed out that Scottish Enterprise did not play a 
strategic role in this regard, Julian Taylor pointed to Scottish Enterprise’s 
assistance in the establishment of industry bodies which is a means by which skills 
strategies are developed on a sector-by-sector basis.  

66. Sandy Brady added that HIE are aware that the renewable energy sector 
could face a skills shortage and are therefore working to ensure that the 
development of appropriate skills - and all other aspects of the developing sector - 
are taken forward.57 He said that— 

“The university of the Highlands and Islands sees renewable energy as one 
of its focuses going forward and we are working to build its capacity. Equally, 
other universities are represented in the Highlands and Islands and a number 
of those—Heriot-Watt University, for example—are actively involved in the 
development of the renewables sector.”58 

Support beyond Scottish Enterprise’s six key sectors 
67. Scottish Enterprise stated that it supports businesses of all sizes which have 
the potential to grow and focuses its work around six key sectors: energy; textiles; 
life sciences; chemical sciences; aerospace, defence and marine and tourism. 
With a view to establishing whether the agency behaves in a genuinely 
opportunistic way, the Committee wished to establish the degree to which 
opportunities in businesses which fall outside the key sectors are identified and 
developed. 

68. Crawford Gillies reassured the Committee that Scottish Enterprise is “in no 
way limited to finding, addressing and working with opportunities just from those 
sectors.”59 He added that, in addition to Scottish Enterprise’s 2000 account-
managed companies, the agency worked with a further approximately 5,000 
companies, with most support being focused on those companies that have the 

                                            
57 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3532. 
58 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3533. 
59 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3529. 
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potential to have the biggest impact on the economy.60 Julian Taylor stated that 
70-80% of Scottish Enterprise’s account-managed companies fell within the key 
sectors – and therefore 20-30% did not. 

69. The Committee sought and received further information on Scottish 
Enterprise’s Segmentation Approach to its support to business. This is reproduced 
in the annexes to this report. 

Enterprise agencies’ engagement with tourism 
70. Given the prominence of tourism in the Scottish Government’s economic 
strategy, the Committee wished to explore how VisitScotland, Scottish Enterprise, 
HIE and SDI would work together towards the achievement of Scottish tourism 
targets and on the sector’s investment needs. 

71. Philip Riddle updated the Committee on plans to establish a tourism 
investment bank which would enable businesses in the industry to access loans to 
make improvements. The proposal was supported by the Committee in its 2008 
report on achieving growth in tourism.61 Plans for the bank were undergoing 
consultation with industry members according to VisitScotland. Philip Riddle stated 
that “The industry must come to us now and tell us exactly what it needs.”62 

72. Julian Taylor explained that Scottish Enterprise’s strategy on tourism focused 
on two key elements: destinations and products. The latter being experiential 
holidays such as golf or mountain biking. Sandy Brady confirmed that marine 
tourism was a growth sector, which HIE would continue to try to stimulate. 

VisitScotland- flexibility and adaptability within the current economic climate 
73. Philip Riddle spoke of the importance of focusing on Scottish clients, whose 
propensity to holiday in the UK had been increased due to unfavourable exchange 
rates and the economic climate meaning that they were spending less. He pointed 
to the advantages of Scottish people discovering what Scotland had to offer and 
spreading the word further afield stating “we quite rightly believe that we have 
more than 5 million ambassadors for Scotland.”63  

74. In a context of declining resources, the internet offers a low cost way of 
engaging potential clients globally. VisitScotland’s website is multilingual and 
VisitScotland employs a large number of staff with language skills. With regard to 
emerging markets such as Russia and China, Philip Riddle admitted that “we 
could always do more.”64 

75. Recent months have seen the use of discounting and promotions to increase 
occupancy levels. Some input costs had gone up – such as food costs and 
                                            
60 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3529-3530. 
61 Scottish Parliament Economy, Energy and Tourism Committee, 6th Report, 2008 (Session 3) 
Growing Pains - can we achieve a 50% growth in tourist revenue by 2015? 
62 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3594-3595. 
63 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3589. 
64 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3590. 
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business rates. Philip Riddle expressed the importance of protecting the business 
by holding room tariffs steady and providing value rather than cutting prices which 
could lead to subsequent underinvestment in the product. He envisaged a vicious 
cycle which could lead to the loss of the “fabric of the product”.65  

76. He argued that— 

“Value can often be delivered without increased cost. Value is about the 
welcome, the skills that we show in treating visitors and the variety that we 
offer—the joined-up offer that we give. We invite people to our country and 
we can show them that there is so much to do here, a lot of which costs 
nothing. Our museums and art galleries are absolutely fantastic and most of 
them are free. We have the right to roam on our hills and mountains, so we 
can see and appreciate them. It is about joining that up in the value 
proposition, as the marketers would say, to convince people to keep the 
prices up.”66 

77. Another measure proposed by Philip Riddle to keep input costs down was 
the attraction of young people to the industry which would keep wage costs low 
while expanding the skills in the sector. He proposed that this could be facilitated 
by a Government incentive.67 

78. Philip Riddle was able to assure the Committee that investment in new 
developments was continuing but he thought that this may not be the case for 
expansion and refurbishment of existing businesses. He reiterated the importance 
of providing a high quality experience to potential clients in order to protect income 
levels.68 

Business rates 
79. One issue that was raised during the Committee deliberations was the 
decision of the incoming Scottish Government that business rates in Scotland 
would be pegged at the same poundage rate as that in England. From April 1 
2010, new rates were introduced and the Scottish Government decided not to offer 
transitional relief but move directly to the new rates. 

80. In his evidence to the Committee, Philip Riddle reported that a number of 
hotel businesses within the sector had had a negative reaction to the Scottish 
Government’s decision not to provide transitional measures to assist business with 
the impact of business rates rises – although “one or two” businesses had 
supported the decision.69 He stated that VisitScotland was not consulted before 
the decision was taken and said “We have had the opportunity to give 

                                            
65 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3594. 
66 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3588. 
67 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3588. 
68 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3593. 
69 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3592. 
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feedback…after the event.”70 He agreed with the point raised during evidence that 
the “overwhelming majority [of business owners] would say that the decision has 
had a negative impact on the sector.”71 

81. The Committee is aware that other businesses – such as some nurseries - 
have been adversely affected by the new business rates arrangements. The 
Cabinet Secretary pointed out that an appeal mechanism was available to 
businesses.72 

82. The Cabinet Secretary stated that any transitional scheme for business rates 
in the current financial context would have to have been self-financing and would 
therefore have resulted in some business not getting the reductions in business 
rates to which they were entitled under the valuation process. He added— 

“As a consequence of my decision to honour the commitment that we gave to 
the business organisations and to peg the business rates poundage at the 
same level as in England, we have delivered a saving to the business 
community on the total business rates bill in Scotland of in excess of £200 
million. There is therefore a saving in a number of business rates bills across 
the country.”73 

83. In subsequent correspondence received, CBI Scotland has stated that whilst 
it has previously warmly welcomed a number of the measures on business rates 
taken by Scottish Ministers, particularly rate poundage parity with England and the 
enhanced rates relief for small and rural enterprises, it is aware that “a number of 
businesses in the retail, hospitality, energy, whisky, and agricultural sectors have 
been in touch to voice their deep disquiet over the decision not to place a cap on 
and phase in bumper increases in rates bills which have emerged from this year’s 
revaluation.”74 CBI Scotland stated that “many of these firms are already struggling 
to emerge from recession, and believe they have been put at a disadvantage 
compared to competitors down south who are benefiting from a cap on any hefty 
rises in their rates bills.”75 

84. The Committee notes that a transitional relief scheme is a temporary one and 
that no business permanently loses out on a cut in its rates bill consequent on a 
new valuation.76 The Committee understands that the purpose of a transitional 
scheme is to introduce a temporary cap and floor to smooth large rises or falls in 
rates bills for those businesses affected by a re-evaluation exercise. 

                                            
70 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3592. 
71 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3592. 
72 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3632. 
73 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3620-21. 
74 CBI News Release, 14 May 2010. 
75 CBI News Release, 14 May 2010. 
76 Ultimately businesses will receive the full reduction/increase relating to the new valuation once 
the scheme has ended. 
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Efficiencies achieved to date 

Enterprise agencies 
85. Both the enterprise agencies in Scotland have undergone significant budget 
reductions in recent years. The following figures detail the decline in the enterprise 
agencies’ budgets since 2007/08 to the current year: 
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86. The Scottish Enterprise budget has decreased by £63 million (or 14%) in real 
terms over the period 2007/08 to 2010/11 (once adjusted for exceptional items 
such as capital acceleration and additional one-off provisions). HIE’s budget 
decreased by £31 million (or 30%) in real terms over the period 2007/08.  

87. In addition, the enterprise agencies have both reduced running costs through 
a range of measures, including a reduction in staff numbers – even after adjusting 
for the transfer of responsibilities to which has taken place in recent years to 
bodies such as Careers Scotland and Skills Scotland. 

VisitScotland 
88. Philip Riddle stated that VisitScotland’s efficiency programme had exceeded 
its target to reduce running costs by £2.8 million over three years and was 
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expected to achieve £3.8 million of reductions. Measures taken by VisitScotland 
include rationalisation of property through sharing premises, utilising the central 
Government procurement initiative to reduce procurement costs and reducing the 
opening hours of Visitor Tourism Information Centres. 

89. Asked for his view on whether these NDPBs could be expected to deliver 
further efficiencies in addition to those achieved over recent years, the Cabinet 
Secretary referred to the changing requirements of the business community over 
time and said “there is every opportunity for the organisations to look afresh at 
their structure and their outlook to ensure that they are delivering the support that 
is expected within the economy. I will support them in taking those decisions.”77  
He praised the success of VisitScotland’s Homecoming initiative as an example of 
achieving a lot on a relatively small budget and said ”we want the thoughtful, 
creative and effective approach that was taken to the year of homecoming to be 
replicated in future activities.”78 

90. The Committee wished to hear the Cabinet Secretary’s view on the recent 
Audit Scotland report which analysed the Scottish Government’s efficiency 
programme. The report found that— 

“… although public bodies have overall cost information, they still do not have 
sufficient information on unit costs and costs related to activity and quality of 
services. This information is needed to demonstrate improvements in 
efficiency and productivity.”79 

91. The Cabinet Secretary asserted that it was possible to demonstrate efficiency 
savings and added “I am happy to engage in discussions with Audit Scotland or 
parliamentary committees about how we can strengthen the verification process to 
give people greater confidence.”80 

Budget outlines/scenarios for 2011-12 and beyond 

Enterprise agency budgets - assumptions for financial planning 
92. Scottish Enterprise’s and HIE’s submissions to the Committee included 
financial summaries which assumed grant-in-aid settlements for the next three 
years broadly in line (in cash terms) with the current financial year’s settlements. 

                                            
77 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3616. 
78 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3623. 
79 Audit Scotland Improving public sector efficiency, February 2010 page 1. 
80 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3629. 
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Scottish Enterprise – 2010/13 Financial summary 
 

  

Indicative 
Resource 
Allocation 

Indicative 
Resource 
Allocation 

Indicative 
Resource 
Allocation 

  2010/11 2011/12 2012/13 

  £m £m £m 

Supporting Globally Competitive Business       

Strategy, Leadership and Organisational development 
Domestic Market Development 

Business Efficiency  12.3 14.2 15.2 

Innovation and R&D Support 17.2 19.7 22.2 

Enterprise Support Programmes 6.5 5.5 6.3 
Internationalisation, including export market 
development & GlobalScot 9.9 10.8 11.7 
Commercialisation - Development & Exploitation of 
Intellectual Assets 24.2 23.8 23.3 
Direct staff costs supporting globally competitive 
businesses 28.6 28.9 28.7 

Supporting Globally Competitive Business – Total 98.7 102.9 107.4 

Supporting Globally Competitive Sectors       

Industry Sector project support 16.1 23.3 26 

Direct staff costs supporting globally competitive sectors 12.6 13 12.9 

Supporting Globally Competitive Sectors – Total 28.7 36.3 38.9 

Globally Competitive Business Environment       
Business Infrastructure Projects 31.4 39.8 30.3 

Equity Investments and Loans 26.7 28.7 31.5 
Urban Regeneration Company and Local Regeneration 
Support (Ring fenced funding) 25 12.5 12.5 

Property Portfolio Operational Costs 9.2 8.3 8.1 
Direct staff costs supporting a globally competitive 
business environment 5.5 5.6 5.6 

Globally Competitive Business Environment – Total 97.8 94.9 88 

Marketing, Research and Stakeholder engagement       

          Domestic 3.4 3.1 3.2 

          Overseas, including promotion of Scotland 5.3 5.3 5.3 
Marketing, Research and Stakeholder engagement –
Total 8.7 8.4 8.5 

Running the Business       
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Support staff costs 11.9 11.8 11.8 
Premises and Facilities Management       

          Domestic 10.8 11 11.1 

          Overseas 5.1 5.1 5.1 

Corporate services, including ICT, Legal, Travel etc 13.2 12.7 12.3 

Efficiency Investment 2 2 2 

Running the Business – Total 43 42.6 42.3 

TOTAL CASH INVESTMENT 276.9 285.1 285.1 
 
Source: Scottish Enterprise 

 

Highlands and Islands Enterprise - 2010/13 Financial summary 

 

Source: Highlands and Islands Enterprise, Operating Plan 2010-13 
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93. The Committee wished to establish the agencies’ basis for making the 
assumption that their future budgets would remain static in cash terms, which is in 
stark contrast to the scenarios outlined by Dr Goudie, the Scottish Government’s 
chief economic adviser.  

94. Crawford Gillies explained that guidance produced by the Scottish 
Government for the agency had required his organisation’s budget planning to be 
developed on this basis and that making any assumptions around future budgets 
at this stage would involve guesswork. He added that Scottish Enterprise did not 
expect its budget to remain static in reality. HIE and SDI confirmed that their 
budgets had been prepared on the same basis.81 

95. However, when asked if the Scottish Government had provided such 
guidance to the enterprise agencies or VisitScotland on the likely budgets for 
2011-12 and beyond, the Cabinet Secretary indicated that he had “given the 
agencies that you mentioned no indicative budget numbers beyond 2011” and that 
he was “not in possession of any numbers at a strategic level to be able to do 
so.”82 

VisitScotland’s assumptions for financial planning  
96. VisitScotland’s Corporate Plan sets out its projected income in 2010/2010 
and 2011/2012 from commercial and stakeholder income and grant in aid from the 
Scottish Government. 

 

97. VisitScotland plan on the basis of a small decline in commercial and 
Stakeholder income and a decline from £43.6million to £43.2 million in grant in aid 
from the Scottish Government. This equates to a budget reduction of 
approximately one percent in cash terms, or approximately 3% in real terms, 
                                            
81 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
3536. 
82 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 12 May 2010 Col 
3614. 
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based on current inflation figures. The Committee explored the basis for these 
planning assumptions. 

98. As with Scottish Enterprise and HIE, Philip Riddle told the Committee that 
VisitScotland’s sponsor unit within the Scottish Government had indicated that 
VisitScotland should plan on the basis of a grant-in-aid settlement of £43.2 million. 
He said— 

“That amount is the indication that we have had. We have not had a grant 
letter yet, but that indication came from our sponsor unit in the Government. 
There has been no suggestion that the figure is questionable. Obviously, until 
it is confirmed, there must be a bit of a question about it, but nothing leads us 
to believe that there is significant doubt about it.”83 

99. As with SE and HIE, the Committee asked the Cabinet Secretary what 
guidance he had issued to VisitScotland to assist them with the preparation of their 
budget for 2011-12 and future years. As before, he stated that had given no 
indicative budget number for 2011-12 but that he wanted “the agencies to have 
appropriate resources to allow them to fulfil their functions.”84 

Income Generation 

100. In the context of flat grant in aid settlements at best, agencies will need to 
look hard at the scope for generating revenue to offset real-terms budget cuts. 
Consequently, the Committee explored some of the opportunities available to 
them for income generation to supplement monies provided by the Scottish 
Government. 

Property disposals by Enterprise agencies 
101. Property disposals comprise a significant portion of the enterprise agencies’ 
budgets. The Committee, therefore, wished to establish whether the agencies’ 
targets for property disposal were likely to be met in the coming financial years. 
The agencies both reported that targets for the previous financial year (2009/10) 
had been achieved while recognising that “the appetite for purchasing properties 
would be diminished by economic conditions”. HIE had a modest capital receipt in 
2009/10 due to the downturn in property transactions. Plans for the coming two 
years anticipate a gentle growth in sales. Sandy Brady said “that is probably a little 
optimistic, but we think that we might see some sort of rebound after the 
depression in sales over the past 18 months to two years.”85 

102. Douglas Colquhoun, Director of Corporate Planning and Performance, said 
of Scottish Enterprise that the agency’s stock continues to be refreshed by the 
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strategic acquisition of sites and that it would therefore be some years before 
property disposals ceased to be included in the agency’s projected income.86 

103. VisitScotland took over eTourism Ltd, the parent company of its website, 
VisitScotland.com, in 2008 due to financial difficulties encountered by eTourism 
Ltd. Philip Riddle reported that, in 2009/10, the website had paid back £500k of 
VisitScotland’s investment. His aspiration was for the website to continue to 
generate income for VisitScotland and to break even as a minimum.87 

104. VisitScotland plan on the basis of a small decline in commercial and 
Stakeholder income from £19.2 million in 2010-11 to £19 million in 2011-12. Philip 
Riddle explained that conservative estimates had been made to allow for the 
downturn.  

105. The Committee notes that VisitScotland’s estimates of commercial and 
stakeholder income may be optimistic given that a substantial portion of this 
revenue will come from local authorities, whose funding will likely face severe 
restraints in the coming years. 

Measuring the value of funds invested 

106. During times of financial constraint, it is particularly important that public 
bodies are able to analyse and demonstrate the benefits delivered for the 
investment of public funds so that funds can be targeted at areas which produce 
the greatest impact. 

107. The Committee noted a submission to the Finance Committee’s BSP inquiry, 
by Reform Scotland which suggested that the annual increases and additional 
resources which have been available in Scotland since devolution have not led to 
commensurate improvements in public services. 

108. The Committee wished to know more about how agencies measure the value 
they achieve through investment of public funds and whether they use the analysis 
as a basis for subsequent decisions on what services they provide.  

109. Scottish Enterprise’s draft business plan states “every £1 we spend in 
2010/11…will generate an additional £8.80 in economic impact for Scotland.”88 
Julian Taylor, Director of research and Policy, described Scottish Enterprise’s 
approach to demonstrating value— 

“We have spent a number of years defining an evaluation methodology that 
withstands testing by academics and commercial independent 
evaluators…(we) understand the input-output relationship—what we get out 
for the pound that we put in.  

110. He added— 

                                            
86 Scottish Parliament Economy, Energy and Tourism Committee. Official Report, 21 April 2010 Col 
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“We try hard to benchmark ourselves against peer organisations throughout 
the world…where we can get a comparison, we perform well.”89 

111. Further evidence was requested from Scottish Enterprise on its methodology 
for estimating the economic benefits of its intervention. The Committee accepts 
that whilst it is difficult to quantify with any degree of certainty, it does not feel that 
Scottish Enterprise’s response – which is reproduced in the annexes to this report 
– provided any more assurance that the value claimed by Scottish Enterprise 
represents a true picture. 

112. With regard to Highlands and Islands Enterprise, Alastair Nicolson, Head of 
Planning and Economics, said— 

 “We want a growing population, higher wages, increased productivity in 
businesses and increased participation in the labour market. We can monitor 
such statistics on a periodic basis to assess how the region is doing and to 
quantify our contribution to that.”90 

113. Scottish Enterprise also scrutinises its internationalisation activity and 
research and development grant support to build a model that shows the overall 
impact of Scottish Enterprise’s investment. Julian Taylor said— 

“It is not an exact science, but we expect our investment in one year to 
accumulate over a 10-year period, so that there is an additional impact of 
around £2 billion on the economy. In other words, around £2 billion will be in 
the economy that would not be in it if it was not for the investment that 
Scottish Enterprise, alongside others, made.”91  

114. With regard to Scottish Enterprise’s approach to prioritisation, Julian Taylor 
asserted that this approach enabled Scottish Enterprise to “ensure that we support 
activities that will have a higher impact.”92 

115. Sandy Brady described the work which HIE carry out to asses the impact of 
its investment decisions which has been formulated with the input of Scottish 
Government economists and colleagues at Scottish Enterprise. He said that “we 
try to estimate the GVA [gross value added] impact of our intervention over the 
next three to five years of the enterprise's life.”93 

116. Alastair Nicolson described the work being undertaken within HIE to ensure 
that staff develop the skills to appraise the impact of the range of possible 
interventions in order to deliver on the organisation’s strategy. He said that— 
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“We have been working closely with Scottish Enterprise, the Scottish 
Government and VisitScotland to ensure that, at the other end of the 
process, we can assess the outcomes that we are trying to deliver and 
quantify their impact on the national performance framework and the 
strategic targets that were set in the Government's economic strategy.”94 

117. With regard to SDI, David Smith confirmed that the same methodologies 
were deployed in determining the impact of its activities. 

118. The agencies admitted that their work in this area was an inexact science, 
which is complicated by the range of projects which the agencies support and the 
length of time they take to bring returns to the Scottish economy.95  

VisitScotland 
119. In its Corporate Plan, VisitScotland states that it is developing new KPIs (Key 
Performance Indicators reporting tools which will “measure our activities and 
demonstrate our contribution to the Government Economic Strategy.”96 Philip 
Riddle hoped that, in the coming years, VisitScotland would be able to establish 
the additionality of its activities in the wider economy. 

The Cabinet Secretary  
120. On the issue of identifying the impact which is achieved in return for public 
funds, the Cabinet Secretary said— 

“The narrative around public spending has to focus on the question of what 
we achieve as a result of that expenditure. The numbers are the numbers; 
what is crucial is what impact the expenditure has, what is achieved by it and 
what can be generated as a consequence of it. That will be our approach to 
addressing the budget requirements of the various agencies…supporting 
economic recovery, which is the fundamental purpose of the economic 
agencies, will be a major consideration for the Government.”97 

Planning for a reduced budget 

Scottish Enterprise 
121. Crawford Gillies confirmed that discussions were taking place within Scottish 
Enterprise over various future funding scenarios. He did not elaborate on where 
future cuts would be made if this proved necessary but said— 

“We have had and are having discussions about what we would do if our 
budgets are cut. There are no specific plans to be taken off the shelf. We do 
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not have scenario plans A, B or C, but we most definitely do have 
discussions and thoughts about what we would do in different situations.”98 

122. Asked whether Scottish Enterprise’s board had set a bottom line for the 
budget that would be required in 2011/12, Crawford Gillies responded that no 
bottom line had been set by the board or shared with the Scottish Government. He 
reiterated the need for Scottish Enterprise to maximise its impact and remain 
opportunistic.99 

123. Scottish Enterprise was asked how its strategic direction was adapting to 
meet the challenges of the current economic climate, given the Scottish 
Government’s intention within its Economic Strategy to “achieve such success 
through an entirely fresh approach.”100  

124. In response, Crawford Gillies pointed out that investment in the enterprise 
agencies is not the only investment in economic development in Scotland. He 
stated that collaboration with partners such as HIE, the funding council, Skills 
Development Scotland and VisitScotland has improved and changed in the past 
12 months and that greater collaboration was possible. He said “greater impact will 
be achieved for the public purse as we enhance that collaboration. That is a 
tangible change.”101 

HIE 
125. Sandy Brady described HIE’s approach to discussions on how the agency 
would operate within tighter budget constraints. He said— 

“We have had the same discussions, and they have focused on three broad 
areas. The first is the balance of our area policy within the Highlands and 
Islands. Second are the key sectors that are particularly important to us, such 
as renewable energy and life sciences and third is the balance between 
regular assistance to businesses and social enterprises and the portfolio of 
transformational projects that tend to be significant for the region but have a 
heavy hit on a budget.”102 

SDI 
126. The Scottish Government’s economic recovery plan refers to “the central 
importance of internationalisation.”103 David Smith described SDI’s approach to 
working with Scottish Enterprise and other partners and stakeholders “to leverage 
more of our resources towards internationalisation efforts”104 He pointed to the 
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enterprise agencies increasing emphasis on internationalisation within their plans. 
Within Scottish Enterprise’s current projections for a budget flat line, the allocation 
for SDI would increase.105 Scottish Enterprise’s submission, states that small 
increases are planned for Scottish Development International’s (SDI) budget. 
Currently standing at £23.2 million, the indicative figure for 2011-12 is £24.1 million 
and £25 million in 2012-13. 

VisitScotland 
127. The Committee wished to establish what VisitScotland’s approach would be 
to operating with significantly reduced budgets in future years. Philip Riddle said 
that VisitScotland would continue to explore possibilities for revenue generation 
with a view to becoming more self-sustaining.106 

128. The Committee sought Philip Riddle’s view on which current or new activities 
were essential and should be protected in times of financial constraint in order to 
growing Scotland’s share of the tourism market. He responded that marketing 
Scotland is essential, as is the attraction of international events to Scotland. 

129. Mr Riddle said that VisitScotland’s Quality Assurance scheme was being 
replaced by peer review and that more could be done in that direction.107 

130. Information provision represents VisitScotland’s greatest cost and many view 
it as “being crucial to supporting the industry”. He added— 

“However, the hard facts and figures show that it is expensive and, if we were 
really under pressure, we would keep the brand, themed and product 
marketing, move everything mostly online and reduce the physical presence 
across the country. I stress that we are not aiming to do that, but that is 
where we would go if we were under real pressure.”108 
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CONCLUSIONS AND RECOMMENDATIONS 

The context 

131. The overriding message arising from the evidence that was heard by 
the Committee over the course of its scrutiny is that there remains a great 
deal of uncertainty over the levels of public funding which will be available 
in Scotland over the coming years and over how those funds will be shared 
between the different Government portfolios. 

132. The Scottish Government’s Economic Strategy states that ”sustainable 
economic growth is the one central Purpose to which all else in government is 
directed and contributes.”109 A key target for the Scottish Government is to “raise 
Scotland’s GDP growth rate to the UK level by 2011.”110 In the interim the 
Committee’s own work programme has registered the impact (particularly marked 
in Scotland) of the banking crisis of 2008; the downturn caused by the resultant 
slump, and the emergency bailout measures taken by government; and finally the 
new policies stemming from the change of UK Government in May 2010 and their 
implications for Scottish economic activity and public finance. The latest figures 
released by the Scottish Government on 21 April 2010 revealed that economic 
growth in Scotland for the last quarter of 2009/2010 was 0.2% of GDP while UK 
growth stood at 0.4% of GDP in the same quarter.111 As a result, the Scottish 
Government’s national performance framework indicates that, at least for this 
particular indicator and target, the Scottish Government is not as yet achieving its 
Purpose. 

133. In evidence to the Committee, however, the Cabinet Secretary for Finance 
and Sustainable Growth told us that whilst he was not saying that Scottish 
economic performance had been “absolutely marvellous”, it was his “hope and 
expectation” that, as we move into economic recovery, “the pattern we follow will 
be relatively similar to that in the rest of the United Kingdom.”112 

134. The reason why a return to sustained economic growth is vital is that it has 
the potential to make a substantial contribution to offsetting some of the severe 
challenges ahead for 2011/12 and beyond in terms of likely budget reductions 
brought on by the high and unprecedented levels of UK Government debt and the 
structural deficit. 

135. In this regard, the Scottish Government’s Chief Economic Advisor has 
produced a range of scenarios which predict possible outcomes for Scotland’s 
finances as a result of the financial crisis and subsequent recession. His report 
concludes that, for the first time since devolution, cumulative reductions averaging 
approximately 3% per annum in real terms between 2011/12 and 2014/15 are 
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highly probable. If realised, these would represent a total decline of 11.1% in real 
terms in budgets, or potentially a loss of £25 to £35 billion from the Scottish 
Consolidated Fund over this period. 

136. It is against this backdrop that the Committee wished to establish what 
witnesses viewed as the priority areas for public expenditure in the areas of the 
economy, energy and tourism, how they measure the value achieved for the 
investment of public funds, whether key public sector bodies had successfully 
delivered efficiency savings within their organisations and whether there was 
scope to deliver more. 

Provision of future budget information and guidance 

137. The Committee has been told that the Scottish Government has requested 
that the two enterprise agencies plan at this stage on the basis of a flat line budget 
(in cash terms) or modest budget decrease for 2011-12 and the next two financial 
years. This relatively favourable scenario is in contrast to the analysis produced by 
Dr Goudie. 

138. We note the Cabinet Secretary’s estimate that in the region of £500 million 
could be removed from Scotland’s budget in the current financial year (or deferred 
to 2011-12) but that he is not yet in possession of any numbers at a strategic level 
to be able to provide the enterprise agencies, VisitScotland or indeed the areas 
within the Scottish Government that are within this Committee’s remit with 
indicative budget numbers beyond 2011. 

139. The Committee notes the difficulties faced by the Scottish Government 
and the NDPBs in providing outline budgets for 2011-12 and beyond. 
Nevertheless, we regret the apparent confusion caused as to whether 
budget scenarios presented to us by the enterprise agencies and 
VisitScotland 2011-12 and beyond have any official basis. The Committee is 
well aware of the difficult decisions that will shortly be faced and we would 
like to have a categorical position from the Scottish Government regarding 
what priority will be given to supporting economic growth and what the 
financial consequences will be for the public bodies that fall within this 
Committee’s remit. 

Adapting to the challenge of reduced resources 

140. While the Committee received a very candid response from Philip Riddle on 
what he viewed as VisitScotland’s key priorities in a time of reducing budgets, it is 
our view that the enterprise agencies did not give the impression that they had 
considered the practical implications of what tighter budgets will mean for their 
organisations in coming years or at least had a view that they were prepared to 
share with the Committee. 

141. The Committee was surprised to hear from them that Scottish Enterprise, 
Highlands and Islands Enterprise and VisitScotland had been told by their 
sponsoring departments in the Scottish Government to plan on the basis of a 
broadly level or a marginally declining budget for 2011-12. This is not consistent 
with the view expressed by the Cabinet Secretary for Finance and Sustainable 
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Growth who stated categorically that no such guidance had been issued. With 
this in mind, it is difficult for the Committee to have confidence in any of the 
outline budgets for 2011-12 and beyond which were submitted in evidence 
by the enterprise agencies and VisitScotland as we do not know the basis on 
which they have been prepared or the likelihood of the figures being broadly 
correct assumptions.  

Income generation 

142. The Committee heard how the enterprise agencies and VisitScotland aim to 
generate income over the coming years through, for example, property disposals, 
land acquisition and sales and generating modest income from websites and the 
sale of services and advice. Whilst these additional sums of money are to be 
welcomed, it remains questionable to the Committee whether VisitScotland or the 
enterprise agencies will be able to continue to grow such income to plug any likely 
gaps in resources in the longer-term or how sustainable it will be to rely in part on 
asset sales. 

Efficiencies 

143. The enterprise agencies and VisitScotland were able to demonstrate a 
number of areas in which they had delivered efficiency savings over recent years 
and the sizeable reductions in staff numbers. The Committee notes the effort that 
has been made to date in this respect but questions whether we are now at a point 
where it would be unrealistic or even detrimental to expect or rely on further, 
substantial efficiency savings to meet any budget shortfalls. If further substantive 
efficiencies are not possible, the bodies will face difficult choices about what 
activities will have to be cut. 

144. We note the Cabinet Secretary’s assertion that supporting economic 
recovery, which is the fundamental purpose of the economic agencies, will be a 
major consideration for the Government but we are not clear at this stage whether 
the bodies will be expected to find yet further efficiencies nor how this will play out 
in future budget settlements. 

Measuring impact 

145. The Committee welcomes the research into, and evaluation of, the enterprise 
agencies’ impact on the economy though it notes that such work is, by its nature, 
imprecise. The Committee remains unconvinced that these research and 
evaluation methodologies are a robust and firm basis for making the critical 
decisions about what investments and interventions are going to have to be made 
in the future. 

146. The Committee believes that, ultimately, the success of the enterprise 
agencies, SDI or VisitScotland is better measured by ‘bottom-line’ 
performance indicators, such as GDP growth, jobs created, growth in 
exports sales, inward investment deals signed, tourism spend etc. We would 
like to see more emphasis on this type of analysis and less effort spent on 
measure the more intermediate and internal indicators, such as numbers of 
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account managed firms signed up by sector, or number of firms on a trade 
mission etc.  

Supporting economic recovery 

147. The Committee notes the evidence it has received regarding the Scottish 
Futures Trust, the Scottish Investment Bank and other key components of the 
Scottish Government’s Economic Recovery Plan. As yet, neither the Scottish 
Futures Trust nor the Scottish Investment Bank are fully operational and we 
urge the Scottish Government to focus on progressing these initiatives as 
rapidly as possible and report back to the Committee with progress on 
supporting businesses. In particular, we request that the Scottish 
Government provides a detailed note in due course on the lending criteria 
and means of operation for the new Scottish Investment Bank. It is 
imperative, in our view, that its lending supports strategic priorities in the 
Scottish economy such as manufacturing, low carbon opportunities etc. 

148. The Committee heard some evidence that a number of businesses have 
been adversely affected by the business rates revaluation and the Scottish 
Government’s decision not to introduce a transitional scheme. The Committee 
notes that no consultation was held over the question of whether a transitional 
scheme should be introduced. 

The value of the budget strategy phase 

149. Given the critical importance of economic growth in tackling the challenges 
ahead and offsetting some of the likely public sector budget reductions that will be 
being made, it is vital that the Scottish Parliament is able to assess at this point in 
the cycle, what the thinking is in the Scottish Government and its key agencies in 
terms of budget planning for 2011-12 and beyond. 

150. The Committee recognises that the recent UK election and the lack of a 
Comprehensive Spending Review has made it difficult the Scottish Government 
and for other public bodies in Scotland to provide the Committee with firm 
estimates for future budgets. Nevertheless, we have been frustrated at the lack of 
evidence provided by some as to the lists of priority items within their budgets. 
This is particularly the case in respect to the enterprise agencies. If the evidence 
provided by the Scottish Government’s Chief Economic Adviser is anywhere near 
correct, these bodies could find that their 2011-12 budgets are cut in line with the 
predictions and yet the Committee heard little evidence on the record of what this 
would mean, how their strategy would change and what initiatives may have to be 
discarded or cut back. 

151. The Committee urges the Finance Committee to recommend that the 
Scottish Government makes every effort to work with parliamentary 
committees over the coming months before subject committees return to the 
more detailed phase of budget scrutiny in the autumn to provide a more 
robust and detailed view of the scale of the challenges ahead, the likely 
impacts on key budget lines for the economy, energy and tourism portfolio 
and present a clear list of policies and initiatives, indicating the level of 
priority for each should budgets be reduced. Without this type of 
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information – which has not yet been forthcoming for various reasons, some 
more understandable than others – the budget strategy phase is fairly 
meaningless by way of shedding light on the challenges ahead. 
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EXTRACTS FROM THE MINUTES OF THE ECONOMY, ENERGY AND TOURISM COMMITTEE 
 

11th Meeting, 2010 (Session 3), Wednesday 24 March 
 

Budget Strategy 2011-12: The Committee considered and agreed its approach to the scrutiny of 
the Scottish Government's Budget Strategy 2011-12. 
 

13th Meeting, 2010 (Session 3), Wednesday 21 April 

Budget Strategy 2011-12: The Committee took evidence on the Scottish Government's Budget 
Strategy 2011-12 from— 

Crawford Gillies, Chairman, Julian Taylor, Director of Research and Policy, and Douglas 
Colquhoun, Director of Corporate Planning and Performance, Scottish Enterprise; 

David Smith, Interim CEO, Scottish Development International; 

Sandy Brady, Acting Chief Executive, and Alistair Nicolson, Head of Planning and 
Economics, Highlands and Islands Enterprise. 

14th Meeting, 2010 (session 3), Wednesday 28 April 

Budget Strategy 2011-12: The Committee took evidence on the Scottish Government's Budget 
Strategy 2011-12 from— 

Philip Riddle, Chief Executive, VisitScotland. 

15th Meeting, 2010 (session 3), Wednesday 12 May 

1. Decision on taking business in private: The Committee decided that consideration of its draft 
report on the Budget Strategy Phase 2011-12 should be taken in private at its meeting on 19 May. 
 
2. Budget Strategy 2011-12: The Committee took evidence on the Scottish Government's Budget 
Strategy 2011-12 from— 
 

John Swinney MSP, Cabinet Secretary for Finance and Sustainable Growth, David Reid, 
Head of Finance Programme Management, Dougie Greig, Head of Strategy and Analytical 
Service Coordination, and David Wilson, Director of Enterprise, Energy and Tourism, 
Scottish Government. 

16th Meeting, 2010 (session 3), Wednesday 19 May 

2. Budget Strategy 2011-12 (in private): The Committee considered and agreed its draft report to 
the Finance Committee on the Scottish Government's Budget Strategy 2011-12. 
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Equal Opportunities Committee 
 

Report on the Budget Strategy Phase 
 
The Committee reports to the Finance Committee as follows— 

INTRODUCTION 

1. In its 2009 report on the review of the budget process, the Finance 
Committee recommended that “a strategic budget scrutiny phase should be 
undertaken at least once in each session of the Parliament.”113 The aim of this 
phase is to take a strategic overview of the public finances with a view to 
identifying priorities for the forthcoming draft budget. 

2. In light of the Budget Strategy Phase being undertaken in 2010, the Equal 
Opportunities Committee agreed to undertake a brief inquiry to contribute to the 
work of the Finance Committee, under the following remit— 

“How do we ensure that the provision of public services aimed at equality 
groups is adequately maintained during a period of tightening public 
expenditure?” 

 
3. The Committee wished to focus on possible solutions and strategies to 
address the difficulties of maintaining services during a period of financial 
constraint. It also wished to consider how the Scottish Government, public 
authorities, the equalities sector and the third sector could respond positively and 
innovatively to the challenges ahead. 

4. The Committee published a call for written evidence and received 18 
submissions in response. The Committee also took oral evidence at its meetings 
on 23 March, 20 April and 4 May 2010 from the following witnesses— 

• Claire Sweeney, Portfolio Manager, Audit Scotland 
• Martin Hayward, Policy Manager, Equalities and Human Rights Commission 
• Ann Henderson, Assistant Secretary, Scottish Trades Union Congress  
• Angela O’ Hagan, Convener, Scottish Women’s Budget Group 
• Pat Armstrong, Chief Executive, Association of Chief Officers of Scottish 

Voluntary Organisations 

                                            
113 Scottish Parliament Finance Committee. 5th Report, 2009 (Session 3). Report on the Review of 
the Budget Process (SP 315). 
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• Jon Harris, COSLA 
• Colin Mair, Chief Executive, Improvement Service 
• Paul Barton, Head of Equalities Development, NHS Health Scotland 
• Liz Rowlett, Scottish Disability Equality Forum 
• Clare Monaghan, Society of Local Authority Chief Executives and Senior 

Managers 
• John Swinney MSP, Cabinet Secretary for Finance and Sustainable Growth. 

 
CONTEXT 

 
5. The Scottish Government’s Draft Budget 2011-12 will be published in 
September 2010. The scale and nature of any cuts to the Scottish budget remain 
unclear, however it appears to the Committee that there is little doubt the period 
ahead will be one of substantial budgetary constraint. Independent projections 
suggest average annual real terms reductions of over 3% in the Scottish budget. 
The Centre for Public Policy for Regions (CPPR) projected annual reductions in 
the Scottish Government Departmental Expenditure Limit (DEL) budget of 
between 1.5% and 4.2%, based on the Institute for Fiscal Studies estimates.114 
 
6. The contrast between growth in the budget in recent years and anticipated 
expenditure levels is set out starkly in the following table from the more recent 
Scottish Government report Outlook for Scottish Government Expenditure115 —  

  

UK Budget 2010 
Scenario       (% 

change) 

UK Budget 2010 
Scenario     £Millions 

(2010/11 Prices) 

2000/01 5.10% 18,900 

2001/02 9.10% 20,600 

2002/03 5.20% 21,700 

2003/04 7.90% 23,400 

2004/05 5.50% 24,700 

2005/06 6.50% 26,300 

2006/07 5.80% 27,800 

2007/08 2.80% 28,600 

2008/09 2.30% 29,200 

2009/10 3.40% 30,200 

2010/11 -1.30% 29,800 

2011/12 -3.40% 28,800 

2012/13 -3.40% 27,800 

2013/14 -3.20% 26,900 

2014/15 -1.70% 26,500 

                                            
114 Centre for Public Policy for Regions. (2010) Comparative Government responses to Recession. 
Available at: 
http://www.scottish.parliament.uk/s3/committees/finance/inquiries/budget/documents/CPPRbrief.pd
f [Accessed 25 May 2010] 
115 Scottish Government. (2010) Outlook for Scottish Government Expenditure. Available at: 
http://www.scotland.gov.uk/Resource/Doc/20768/0097898.pdf [Accessed 25 May 2010] 
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7. The report also projects potential reductions in public spending as— 

“Between 2011/12 and 2014/15, Scottish Government DEL expenditure could 
fall by an average 2.9% in real terms per annum.  

Consequently, by 2014/15, the Scottish Government DEL would be £3.7 
billion lower in real terms than it was in 2009/10, equivalent to a cumulative 
decline of 12.4%.”  

8. In oral evidence, John Swinney, Cabinet Secretary for Finance and 
Sustainable Growth explained— 

“Projections of future public spending throughout the United Kingdom 
suggest that all branches of government will need to operate in an 
environment of greater financial constraint, although considerable uncertainty 
will remain until an incoming UK Government conducts the comprehensive 
spending review.”116  

IMPROVING EQUALITIES DATA 

9. Greater clarity on the strategic approach that the Scottish Government is 
likely to take in implementing any cuts to the Scottish Budget would help in 
determining any likely impact on equalities spending.  However, the Committee 
acknowledges that even with this clarity, it will still be difficult to identify and 
assess the impact of any budget cuts because of the lack of data currently 
available on equalities spending. 

Equalities Statement 

10. The lack of available equalities baseline data has been a concern for the 
Committee for some time. Some progress has been made however towards 
improving data on equalities expenditure. In its report on the Scottish 
Government’s Draft Budget 2010-11, the Committee welcomed the publication of 
an Equality Statement alongside the Draft Budget as a positive step forward in this 
regard.117 The Statement set 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.”118 

11. The Committee considered that there was still some way to go however, as 
the Statement did 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 noted comments made at the time by the Finance Committee’s 
budget adviser, Professor David Bell, who considered that— 
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“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.”119   

12. The Committee accepts that the Equalities Statement is a work in 
progress and that further work is underway to develop this. It looks forward 
to considering progress when it comes to scrutinising the next Equalities 
Statement in the Scottish Government’s Draft Budget 2011-12 due to be 
published later this year. 

Informing the budget process 

13. In addition to the Equalities Statement, the Cabinet Secretary for Finance 
and Sustainable Growth told the Committee of other steps that were being taken 
to help inform the budget process and improve the availability of equalities data.  

14. Firstly, an Independent Budget Review of public expenditure in Scotland 
would provide advice to the Scottish Government. This would help to inform wider 
public debate about budgetary options and choices. The Scottish Government has 
published a call for contributions to Review.120 The Cabinet Secretary had asked 
the Review to take into account, as part of its remit, the importance of protecting 
and supporting the most vulnerable people in society and of designing public 
services around the needs of the citizens who use them.  

15. The Review will identify options that support delivery of the Scottish 
Government's purpose and the framework of national outcomes and will help 
shape budget prioritisation. The Scottish Government had consulted on the 
Review and, according to the Cabinet Secretary, had received a “healthy 
response” from a range of organisations across Scotland. The Review is due to 
report in July 2010. 

16. Secondly, a report from the Equality and Budget Advisory Group (EBAG) to 
the Scottish Government will also be published in July 2010.121 The Cabinet 
Secretary told the Committee that this will help to inform both the Scottish 
Government’s approach to the next budget and beyond and Ministers' decision-
making around the achievement of outcomes. 

17. Claire Monaghan of the Society of Local Authority Chief Executives 
(SOLACE) acknowledged— 
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“We know that the data are a real problem in this area, but that is because it 
is a moving feast. We are moving rapidly from one public sector world into 
another. Capturing data through that process is extremely difficult and needs 
to be addressed. However, that does not mean that data gathering is not 
happening. The fact that there are no data to demonstrate something does 
not mean that it does not feature in local government chambers.”122 

18. The Committee remains concerned about the lack of meaningful 
equalities data that is available to inform the budget process, and which 
would allow for comprehensive and meaningful scrutiny of expenditure on 
equalities. The Committee is concerned that the tenor of the debate is 
sometimes couched in terms of a “double negative” – that just because the 
evidence is not there, it does not mean that a policy has not been effectively 
delivered. The Committee believes that this is not a strong enough evidence 
base on which to make decisions affecting the most vulnerable groups. 

19. The Committee to date has been unable to identify links between the 
setting of policy objectives and resource allocations in relation to equalities 
expenditure, and to assess whether outcomes are being achieved. 

20. The Committee welcomes steps being taken by the Scottish 
Government to improve the budget process through work being undertaken 
by the Independent Review of Public Expenditure and the Equalities Budget 
Advisory Group.  

21. The Committee looks forward to viewing the outcome of the Scottish 
Government’s consideration of recommendations made in these reports, 
and to considering these issues further, along with the next Equality 
Statement, as part of its scrutiny of the Scottish Government’s Draft Budget 
2011-12 later this year. 

MAINTAINING EQUALITIES SERVICES DURING A PERIOD OF TIGHTENING 
PUBLIC EXPENDITURE 

22. The lack of meaningful data on equalities expenditure and a lack of 
information on potential cuts to the Scottish Budget make it difficult for the 
Committee to assess the impact that such cuts may have on equalities. 

23. The Committee received evidence from many witnesses supporting the need 
to maintain equalities services. The Committee accepts that maintaining these 
services is vital, as many are a lifeline for people with specific needs. It also 
recognises the wider social and economic impacts and benefits that arise from 
these services. The Committee acknowledges however, the financial challenges 
ahead. 

24. The Committee therefore focussed on ways in which these challenges might 
be met. It considers whether cuts in public expenditure are actually necessary, the 
economic benefits that arise as a result of spending on equalities, ways in which 
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the delivery of equalities services can be maintained or improved, and the role of 
central government, local government and the third sector in maintaining equalities 
services during a period of financial constraint. 

Are cuts in public spending necessary? 

25. Financial projections suggest a reduction in the Scottish Budget of around 
three per cent per annum over the next four years. 

26. The Committee considered in the first instance whether cuts in public 
spending were actually necessary in order to address the current economic 
situation.  

27. Ann Henderson of the STUC considered that there were other ways to deal 
with the current economic situation— 

“The STUC questions the prevailing presumption that public expenditure cuts 
on the scale that is suggested are the only way to deal with the current 
economic situation. The presumption that such cuts would be a simple cost-
saving exercise is wrong and raises a number of questions. For example, if 
jobs in the public sector are reduced, the tax base is also reduced, so less 
money goes back into the economy - especially the local economy, given the 
local economy's dependence on jobs in the public sector, particularly 
women's jobs…We think that there are other ways of raising the necessary 
revenue, such as altering the taxation system or collecting the large amounts 
of unpaid tax.”123  

28. Angela O’Hagan of the Scottish Women’s Budget Group agreed that cuts 
were “not necessarily the only way to address some of the wider economic 
difficulties.”124 

29. The Cabinet Secretary for Finance and Sustainable Growth told the 
Committee that there were other options available to the Scottish Government— 

“We could use the tax-varying powers—for example, we could increase the 
basic rate of income tax by 3p in the pound. As the committee will be aware 
from the budget statement that was made in September last year, the 
Government has made it clear that we have no plans to take that action. It 
is clear that that is an option for any Administration, but it is unlikely that the 
Government will take that course of action. Obviously, options to increase 
charges for certain services could also be considered. I am sure that such 
questions will be considered in the discussion that we have as a 
consequence of the independent budget review.”125 

30. The Committee accepts the reality that, in times of economic hardship, 
public spending reductions of some degree are likely, given that the size of 
the Scottish Block is determined at a UK level.  However, the Committee 
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notes the views expressed in evidence that cuts in public spending are not 
necessarily the only way to address some of the wider economic difficulties 
currently being faced. The Committee also notes that the effects of any 
reductions can be mitigated through revenue raising measures, by 
prioritising spend where it is most needed, and by attempting to achieve 
“more for less” in a variety of ways.  

31. The Committee looks forward to viewing options the Independent 
Budget Review of Public Expenditure may bring forward and recommends 
that a strategic and independent equalities impact assessment is made of 
the measures proposed by the Review before they are accepted. 

Equalities as a positive economic stimulus 

32. The Committee received evidence from a number of witnesses promoting the 
benefits of spending on equalities and the positive economic stimulus that this 
brings to wider society. Witnesses considered that equalities spending should not 
be seen, as it can be by some, as a drain on public resources. 

33. According to the Scottish Women’s Budget Group— 

“Equality is key to addressing effectively the reduction in public spend. 
Addressing inequality broadly, and women’s inequality especially, is probably 
the single most important opportunity for transforming Scotland into a 
stronger economy over the next ten years.”126 

34. The Association of Chief Officers of Scottish Voluntary Organisations quoted 
a report by Richard Wilkinson and Kate Pickett which— 

“Presented evidence on 11 health and social problems which showed that 
greater equality improves health and life expectancy and dramatically 
reduces the frequency of a wide range of social problems including violence, 
mental illness, drug addiction and obesity. The authors advocate that 
inequality wastes the talents of a large proportion of the population, whereas, 
a more equal society benefits the vast majority of the population.127 

35. Colin Mair of the Improvement Service considered that— 

“We should recognise that our economy will evolve and restructure itself 
around the needs of equalities groups, because that is the direction in which 
our population is going. We now need to engage much more constructively in 
exploiting that potential not just nationally but internationally.”128  

36. The Independent Living in Scotland Group of the Equality and Human Rights 
Commission submitted that— 
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“The independent living agenda is also an investment agenda; stimulating 
and maximising equal participation in the generation of gross national 
product and wealth for both the individual and the nation.”129 

37. Equalities spending does not just benefit those in receipt of the funds. 
It has much wider, positive, social impacts and benefits which can genuinely 
help provide a positive economic stimulus.   

38. In this regard, the Committee believes that there has to be much more 
constructive engagement by public authorities in terms of exploiting the 
potential of equalities expenditure, and consideration given to the wider 
social and economic benefits which this brings.   

The priority given to equalities spending  

39. Evidence received by the Committee suggested that despite the positive 
social and economic benefits that arise from spending on equalities, these budgets 
are often seen as an easy target for making savings. For example, Scottish 
Women’s Aid warned that— 

“Funding for ‘equality issues’ or services for ‘equality groups’ is often not 
central to local authority funding programmes.  This means that these 
services have difficulty in cobbling together funding from a range of sources 
and at the same time they are easily identifiable and therefore more 
vulnerable to funding cuts.  These services already work within very tight 
budgets with little scope for making efficiency savings.”130 

 
40. Martin Hayward of EHRC was of the view that there was a perception that 
services that were marginalised could be more easily removed if they were not 
viewed as being central to an authority’s core business.131  

41. Angela O’Hagan of the Scottish Women’s Budget Group highlighted the 
unintended or unforeseen consequences that may arise in vital areas of service 
provision such as social work, health or education as a result of general cuts in 
expenditure.132  

42. Ann Henderson of the STUC was also concerned about the consequences of 
general cuts— 

“Groups that are focused on delivering services in the community, such as 
locally run or community-managed projects, can provide valuable support in 
keeping vulnerable families in employment. We need to take into account 
what consequences reductions in such projects will have on the labour 
market and what impact that will have on families who are already living in 
poverty. Evidence coming back from trade union members suggests that 
apparently small reductions—for example, a reduction in the number of 
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hours of care or the closure of a community centre—can have a huge 
impact on keeping other people in work.”133  

43. The Committee is extremely concerned to note that equalities budgets 
can be viewed by public authorities as an easy option for making cuts 
during periods of tightening public expenditure. The Committee notes the 
suggestion in evidence that this may be a consequence of these services 
not being seen as central to an authority’s core business.  

44. The Committee also acknowledges the concerns it received about the 
potential for unintended consequences arising from cutting equalities 
services, such as on community-based projects which help to sustain 
employment for vulnerable families. The Committee considers that a society 
should be judged on the basis of how it treats its most vulnerable members.  
The Committee believes that this is even more important in a period of 
austerity, and that leadership is required from all public bodies to 
demonstrate that equality and protection of vulnerable groups are their top 
priorities. 

Collaboration 

45. In continuing to look at ways in which equalities services can be maintained 
during a period of tightening public expenditure, the Committee considered the 
potential benefits of collaboration.  

46. Claire Monaghan from SOLACE considered that successful collaboration 
required mature relationships— 

“It is easy to talk about joint working and it is easy to get people around the 
table, but delivering it operationally requires honesty and maturity in 
relationships, and that takes time to establish. Joint working is challenging 
to maintain against a backdrop of budget concerns. The strength and 
maturity of all the players in the equation determines the outcome.”134  

47. Liz Rowlett of the Scottish Disability Equality Forum also highlighted the 
challenges of collaborative working— 

“We have single shared assessments, which involve different areas of social 
work and health working together to determine services for disabled people. 
Quite often, that does not happen in the way that it should do. The committee 
should not believe the picture of rosiness that has been painted, because we 
are not quite there yet. We need a lot more honesty about who will make the 
decisions about who will make those investments.”135 

48. Colin Mair of the Improvement Service referred to “co-production” as a 
means of achieving efficiencies and making the best use of resources— 
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“I argue for it on equalities grounds, but what we can do for equalities is 
often the most efficient solution that is available to us to get the maximum 
out of the available resources. I think that we will see more co-production. 
Service users and members of equalities groups are now much better 
organised and more articulate about it, so there will be demand. It will make 
a lot of sense in the forthcoming period to engage with that and get more 
out of it.”136 

49. Jon Harris from COSLA told the Committee that he had been involved in 
dealing with shared services for some time. However, he considered that 
collaboration would not deliver the economies required in the current economic 
climate— 

“When you look at the figures that we are talking about, there is no one 
solution. It is pretty obvious that we are not going to deliver the economies 
through efficiencies or shared services. We are going to have to look at 
prioritisation.”137  
 

50. The Committee heard about of a number of examples where collaboration 
has been successful in integrating and improving services. These included 
integrated health approaches among the three partner Councils in the Tayside 
Health Board area; an enablement approach involving older people’s services in 
Edinburgh and a formal partnership between Lothian NHS Board and the City of 
Edinburgh Council; and the bringing together of local authority partners and local 
communities in South Ayrshire to address issues arising from the recent Scottish 
Index of Multiple Deprivation.  

51. There were also examples of collaborative working amongst local authorities 
and their partners through Community Planning Partnerships in the development 
of Single Outcome Agreements. In this regard, the Committee was also aware of a 
recent review undertaken by Sir John Arbuthnott on the potential for providing 
shared services through joint working across the Clyde Valley Community 
Planning Partnership, involving eight local authorities.138 

52. The Cabinet Secretary for Finance and Sustainable Growth considered that 
collaboration provides “a significant opportunity to deliver public services that 
achieve the outcomes that people in our communities want”. He also indicated a 
desire to place a much greater focus on the work of Community Planning 
Partnerships so that they— 

“Are more substantial forums for discussions about duplication, overlap and 
the protection of institutional barriers between different players in the public 
sector, which I acknowledge is a factor with which we have to wrestle. The 
community planning partnerships are now operating much more effectively 
at the local level. They are collaborative in their very genesis, with local 
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authorities, health boards, police authorities, fire and rescue authorities and 
various other players, including the third sector, all being involved.”139  

 
53. The Committee accepts that collaboration alone will not deliver the 
economies required during a period of tightening public expenditure. 
However, collaborative working can be a means of making better use of 
resources, promoting involvement between different groups and sectors, 
and can lead to well informed decision making and improved service 
delivery. Collaboration pools resources and expertise and it makes use of 
wider intelligence and, crucially, it gives all the participants an input and a 
shared responsibility.  

54. Collaboration within the various sectors is important, but it is vital to 
also exploit opportunities for collaboration between the public, private and 
third sectors. The Committee accepts, however, that this will require strong 
leadership, and the need to lay aside vested interests.  

Innovation and Technology 

55. The Committee also considered whether technology and innovation would 
provide opportunities to improve or maintain the delivery of equalities services 
during a period of financial constraint. 

56. The Committee was provided in evidence with a number of examples of how 
new technology and innovation have made a difference. These included NHS 24, 
e-planning, the use of texting for those whose hearing is impaired, the use of 
portable devices for the immediate transfer of information or in interpreting and 
communication services, and home monitoring devices for people with dementia 
living at home. Stonewall Scotland advised that— 

“Many Scottish police forces have established their own profiles on gay 
networking sites such as Gaydar and Gaydar Girls. This use of technology 
means that an individual can anonymously report a crime without worrying 
about ‘outing’ themselves in order to do so.”140    

57. The Committee’s attention was also drawn, however, to the potential 
disadvantages of new technology. People First said that it considered technology 
would never be an adequate substitute for meaningful and ongoing professional 
relationships with those who provide support.141  

58. Liz Rowlett of the Scottish Disability Equality Forum also cautioned that 
technology was not always the best solution— 

“We have seen local authorities take advantage of new technology to do 
things such as online recruitment, which is good and effective, but that 
excludes people who do not have access to internet technology because 
they do not have the financial resources, because they live in a remote area 
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or because they do not have the literacy skills. The problem with the 
delivery of information across Government is that it just does not take into 
account every delivery mechanism—audio, BSL, easy read, easier to read, 
plain English and so on—that people might need. People are still being 
excluded, and if you provide everything through IT you will simply reinforce 
some people's isolation.”142 

59. Pat Armstrong of the Association of Chief Officers of Scottish Voluntary 
Organisations agreed that technology could lead to people feeling more isolated— 

“There are a huge number of examples of good practice in the use of 
technology, but we should always be aware of the danger that the most 
isolated people could become even more isolated because of it. They might 
miss out on face-to-face contact with the only person whom they see in a 
day. Now, because their meals are delivered to go straight into the 
microwave, they might not see or speak to anyone for days, and people 
might not pick up on the fact that they are becoming more frail. Although I 
am a great believer in technology, we should always remember that face-to-
face interaction is important to the most isolated people.”143  

60. The Committee encourages public authorities to consider how 
technology can help maintain, improve and deliver equalities services, 
especially during a period of tightening public expenditure. 

61. The Committee recognises that technology can be a useful tool in 
helping to improve the lives of many, and that it can be a means of making 
better use of resources. However, the Committee is also aware that in 
providing equalities services, there are other considerations that need to be 
taken into account by service providers. For example, technology can 
increase the isolation of people who may rely on face-to-face interaction in 
their support provision. The Committee recommends therefore that public 
authorities, when considering whether technology might be a more efficient 
way of providing an equalities service, must consider carefully the social 
impact that this may have. 

Early intervention 

62. In addition to collaboration and the use of technology as means of providing 
more efficient service delivery, the Committee also considered the extent to which 
public authorities should be planning ahead through establishing policies and 
strategies which may produce benefits in the longer term. 

63. The theme of early intervention was mentioned by a number of witnesses. 
Clare Monaghan of SOLACE told the Committee— 

                                            
142 Scottish Parliament Equal Opportunities Committee, Official Report, 20 April 2010, Col 1605. 
143 Scottish Parliament Equal Opportunities Committee, Official Report, 20 April 2010, Col 1605. 



Finance Committee, 4th Report, 2010 (Session 3) – Annexe F 
 

 50

“The move towards early intervention and prevention is about taking a 
trajectory such that, over the piece, we reduce demand for services and the 
need for crisis intervention.”144  

64. Anticipatory health care was also mentioned in evidence as an example of 
where interventions now could lead to longer term benefits. (This issue is 
discussed further later in this report in relation to the potential difficulties that lie 
ahead given Scotland’s ageing population.) 

65. The Cabinet Secretary indicated that the Scottish Government was well 
aware of the benefits of early intervention— 

“We have taken a number of steps to work in partnership with our local 
authority colleagues to focus activity on increasing the effectiveness of early 
intervention work. We have focused a great deal on more public health 
messages that can improve outcomes for individuals through early 
intervention.”145  

66. He acknowledged the long term benefits of tackling smoking, for example. 
Issues such as substance abuse and alcohol were also being addressed—  

“Other work will be done on the balance of care in order that we can ensure 
that we take due account of the importance of early intervention rather than 
just acute intervention. We all appreciate that acute intervention is 
significantly more expensive than early intervention.”146  

67. The Committee accepts that, during a period of tightening public 
expenditure, public authorities may concentrate their energies on short term 
planning and strategies. The evidence the Committee received however, 
highlighted the potential benefits of longer term planning and of 
interventions that could be made now which will produce savings later. The 
Committee believes that longer term strategies will only be shown to be 
successful if they are based on accurate equalities data, but it believes that 
there is not a strong enough evidence base at present on which to determine 
this.  

68. The Committee encourages the Scottish Government and public 
authorities to consider the longer term financial issues and the extent to 
which early interventions can be made now lead to benefits in the long run. 

The third sector 

69. In considering how the provision of services aimed at equality groups can be 
maintained during a period of tightening public expenditure, the Committee 
believes that the role of the third sector cannot be understated. 

70. The Committee acknowledges the vital contribution that the third sector 
makes in terms of supporting, and contributing towards, equality. Pat Armstrong of 
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the Association of Chief Officers of Scottish Voluntary Organisations told the 
Committee—  

“The third sector comes into its own in co-production and reaching the 
groups that are harder to reach… the sector's intelligence, creativity and 
advocacy could be used much more, which would allow the voices of 
people on the ground to be heard.”147  

 
71. Lorna Meahan of Audit Scotland added— 

“In our report “Improving Public Sector Efficiency”, we recommended that 
public bodies consider using alternative service providers, including those in 
the third sector if those providers can improve efficiency, the quality of 
service and productivity.”148  

72. The Scottish Council of Jewish Communities warned that the third sector— 

“Should not be viewed as a means of getting things done “on the cheap”, and 
neither should the achievement of equality be regarded as costs free.”149 

73. The Committee also heard concerns expressed in evidence about voluntary 
sector bodies having to compete with one another to provide services, based only 
on cost considerations and not quality of provision.  Liz Rowlett of the Scottish 
Disability Equality Forum explained— 

"There have been cases of voluntary organisations being forced to compete 
against one another on cost to provide care services, irrespective of service 
quality. That pushes organisations into a situation in which they cannot 
reasonably provide a proper service for the recipients or the staff."150 

 
74. Pat Armstrong of the Association of Chief Officers of Scottish Voluntary 
Organisations believed that the challenge is to— 

“Ensure that in the services that they deliver, there is full cost recovery and 
that they deliver the best quality of service while at the same time reducing 
budgets.”151 

75. The Black Leadership Network acknowledged that tightening public 
expenditure could provide opportunities for public sector bodies to utilise the 
experience and expertise of the third sector, citing their own expertise in delivering 
services to ethnic minority communities.152 

76. Colin Mair of the Improvement Service told the Committee— 
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“People in equalities groups are adept at accessing private and third sector 
resources in ways that they have not been able to use in relation to public sector 
resources.”153 

77. The Cabinet Secretary for Finance and Sustainable Growth believed that the 
Concordat between the Scottish Government and local government had delivered 
opportunities for greater involvement by third sector organisations in the 
formulation of the community planning agenda, particularly through their 
involvement in Community Planning Partnerships— 

“When the community planning partnership is discussing service delivery 
and the achievement of an outcome, that is not an internal conversation 
between public sector partners but a conversation involving the third sector 
into the bargain. The third sector can say that there are different ways of 
designing that service in which it can play a role.”154  

 
78. The Committee strongly believes that the third sector has a vital role to 
play in the maintenance of equalities services during a period of tightening 
public expenditure. The third sector is a valuable source of information and 
intelligence, which may be being under-utilised by the public sector. 

79. The third sector however, must not be seen as a means of providing 
services “on the cheap”. Public authorities should consider using the third 
sector where they provide better value for money by improving efficiency, 
productivity and quality of service.  

80. The Committee acknowledges the concerns expressed in evidence 
about public sector procurement practices where third sector bodies are 
being drawn into competing to provide services on the basis of cost, 
irrespective of quality. The Committee is concerned that rather than being 
able to achieve full cost recovery, the voluntary sector is at risk of being 
entered into a destructive 'race to the bottom' through competitive 
procurement, as public bodies seek to reduce costs. The Committee 
believes that the third sector deserves a sustainable funding regime, and 
that this is even more critical during a period of financial constraint. 

81. The Committee believes that the third sector’s input to policy 
development is also vital. Its involvement in Community Planning 
Partnerships is a good example of the third sector working in partnership 
and where it is able to help influence and shape decision making. 

Local Government 

82. The Committee acknowledges the vital role that local authorities will play in 
helping to ensure that equalities services are adequately maintained. 

83. The Concordat between the Scottish Government and local government was 
established in 2007 and confirmed plans to devolve a greater level of control over 

                                            
153 Scottish Parliament Equal Opportunities Committee, Official Report, 20 April 2010, Col 1604. 
154 Scottish Parliament Equal Opportunities Committee, Official Report, 4 May 2010, Col 1640. 



Finance Committee, 4th Report, 2010 (Session 3) – Annexe F 
 

 53

public spending to local government.155 Single Outcome Agreements (SOAs) 
are agreements between the Scottish Government and Community Planning 
Partnerships (CPPs) which set out how each will work towards 
improving outcomes for local people in a way that reflects local circumstances and 
priorities, within the context of the Government's National Outcomes.156  

84. The Committee heard some criticism of the Concordat and SOAs in 
evidence. For example, the Scottish Women’s Budget Group said that it has been 
concerned with the absence of equality analysis and an equality narrative in SOAs 
since their inception. The Group was also critical of the absence in the Concordat 
of the priority given to achieving equality as a central and shared objective.157  

85. Scottish Women’s Aid stated that it had found little evidence of effective 
equality impact assessments or gender analysis in SOAs.158   

86. The Committee noted that only 14 out of 32 local authorities include tackling 
violence against women/domestic abuse as a priority and have more than one 
action planned to achieve this priority within their SOAs. Child poverty is also 
mentioned in only a minority of SOAs. 

87. However, Claire Monaghan of SOLACE did not think that there was an 
authority in Scotland that would not see equalities as an important issue to which it 
is committed. She argued that the issue was not straightforward and that the move 
to a single outcome approach had introduced a dynamic that made it difficult to 
isolate how local authorities are responding to equalities issues. She considered 
that local authorities are all committed to the national objectives and SOAs, and 
that equalities are woven right through those.159  

88. The Cabinet Secretary for Finance and Sustainable Growth considered 
that— 

“Single outcome agreements do not need to be an encyclopaedia of 
everything that a local authority is doing. Local authorities will do things that 
do not feature in single outcome agreements but which are part of the 
agenda that they are taking forward in their areas. That is a fundamental 
characteristic of the nature of single outcome agreements and what we 
expect to achieve as a result of them. 

I would be surprised if every local authority in Scotland were not actively 
involved in providing support for women who have been the victims of 
domestic abuse. The fact that that does not feature in the single outcome 
agreements does not mean that it is not happening.”160  

                                            
155 Scottish Government. (2007) Concordat between the Scottish Government and local 
government. Available at: http://www.scotland.gov.uk/Resource/Doc/923/0054147.pdf [Accessed 
25 May 2010] 
156 Scottish Government. (2008) Scotland Performs. National Outcomes. Available at: 
http://www.scotland.gov.uk/About/scotPerforms/outcomes [Accessed 25 May 2010] 
157 Scottish Parliament Equal Opportunities Committee, Official Report, 23 March 2010, Col 1569. 
158 Scottish Women’s Aid. Written submission to the Equal Opportunities Committee.  
159 Scottish Parliament Equal Opportunities Committee, Official Report, 20 April 2010, Col 1583. 
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89. He also explained that— 

“The concordat and the single outcome agreements are still a relatively new 
development. I am certain that focusing the single outcome agreements on 
the achievement of the national outcomes will give us the necessary focus on 
the equalities agenda, which is at the heart of the national outcomes that we 
have set out.”161  

90. The Committee also heard concerns about the level of analysis being 
undertaken by local authorities in relation to the equality implications of decisions 
they make. It appeared to some witnesses that local authorities were not carrying 
out equality impact assessments of their policies at the initial policy development 
stage, but that these were sometimes being carried out late in the process, or 
were simply seen as a tick box exercise. 

91. Ann Henderson told the Committee that from the STUC’s experience — 

“We see that the decisions that local authorities have taken so far are not 
equality assessed. We are seeing a disproportionate impact, with financial 
difficulty facing projects that would provide child care, support people with 
disabilities getting back into work or have a particular focus on keeping 
people in work. There is no evidence that any equality impact assessment 
was carried out before the decisions were made on them.”162  

92. Learning Disability Alliance agreed— 

“Equality Impact Assessments have been part of the public sector 
landscape for nearly 4 years. On their introduction, local authorities took 
these seriously but they would appear to have been neglected in many local 
authorities.”163 

 
93. Angela O’Hagan from the Scottish Women’s Budget Group accepted that, 
while public authorities may carry out equality impact assessments and recognise 
that there are problems, it was not good enough if the authorities then did nothing 
to address these.164  
 
94. Paul Barton of NHS Health Scotland provided an example where he felt 
equality impact assessments worked well— 

“For a number of years now, health boards have considered all aspects of 
equality in their equality impact assessments so we have already set a 
benchmark in supporting boards on that. In thinking about financial 
decisions, NHS Greater Glasgow and Clyde has drafted an equality rapid 
impact assessment tool that is now required to accompany any financial 
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decisions that are made by the board. That is another tick, as an equality 
impact assessment is being used specifically in financial decisions.”165  

95. The Committee is concerned to note the criticisms of the Concordat 
given in evidence and specifically the lack of equalities measures in the 
Single Outcome Agreements that flow from this. While the Committee 
accepts that local authorities will be addressing equalities issues and that 
these may not be reflected in SOAs, the extent to which priority has been 
given to these issues if they are not included in SOAs, is a concern to the 
Committee. The ‘double negative’ (there is no evidence that something is not 
happening) is not considered sufficient to ensure that vulnerable groups are 
protected. 

96. The Committee calls on local authorities to be clear about the level of 
priority they afford to equalities, and to do this by more detailed equalities 
analysis and narrative in their SOAs.  

97. The Committee noted in evidence that the EHRC has started a project to 
examine the effect of the Concordat “through the lens of the three existing 
equality duties of gender, disability and race.”166 The Committee welcomes 
this project and looks forward to discussing with the EHCR the outcome of 
this. 

98. The Committee is concerned to note the criticisms levelled at local 
authorities and the extent to which they do, or do not, carry out equality 
impact assessments of policies. It considers that equality impact 
assessments must be an intrinsic part of policy development and should not 
simply be treated as a tick box exercise. 

99. The Committee will, in the course of its future work, consider the extent 
to which SOAs reflect equalities priorities. 

 
IMPACT OF BUDGETARY CONSTRAINTS ON IMPLEMENTING EQUALITY 

DUTIES  

Implementing equalities legislation 

100. The Committee heard concerns that, as a result of tightening public 
expenditure, public authorities would not be able to meet their statutory equality 
duties. Some evidence suggested that a number of authorities were not meeting 
their duties in any event. 

101. The Equality Act 2006167 created a general duty on public authorities to: 

• Eliminate unlawful discrimination and harassment; and 
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• Promote equality of opportunity between men and women. 
 
102. The Act also allowed for the creation of what are known as "specific duties" 
to be placed on public authorities. These duties help those bodies to fulfil their 
responsibilities under the general equality duty. 

103. All public authorities in Scotland are subject to the general duty, but only 
some public authorities, for example, the Scottish Government, local authorities 
and health boards are subject to specific duties (gender, race and disability). 

104. The UK Equality Act 2010168 which only recently received Royal Assent, was 
widely welcomed by those providing evidence to the Committee.  

105. The Committee also notes the potential financial benefits that may result from 
the implementation of the Act. The Regulatory Impact Assessment which was 
prepared for the Equality Bill indicates that, whilst implementation might cost 
between £237.4m to £279m in the first year following enactment, improved 
efficiencies might produce benefits in the range of £93.4m to £125.4m over the 
same period (resulting in a potential cost benefit of between £110.9m and 
£184.7m in the first year). From the second year onwards, the legislation could 
create an average net benefit annually of between £20.7m and £83m and, over a 
ten year period, could produce a net benefit of up to £635.2m for the UK economy. 

106. The Act aims to simplify the law which has become complex and difficult to 
navigate. The Committee understands that nine major pieces of legislation and 
around 100 other measures will be replaced by the Act which should make it 
easier for individuals and employers to understand their legal rights and 
obligations. The Act will require public authorities to be active in promoting 
equality, eliminating unlawful conduct and fostering good relations. It will give 
powers to Scottish Ministers to impose specific duties on named devolved public 
authorities, likely to include bodies such as councils, health boards, education 
authorities and the police. The specific duties will set out the steps public 
authorities are obliged to take to help them meet the general duty. 

107. The Scottish Government has indicated that any new equality duties must fit 
with the Concordat between central and local government, the Scottish 
Government’s National Performance Framework, Public Sector Reform and its 
focus on outcomes, efficiency and transparency. 

108. Scottish Women’s Aid considered that, in meeting the equalities duty, public 
authorities— 

“Should base strategic decisions and service provision on accurate local 
information and needs assessments.  This approach must involve service 
users, staff and other stakeholders.  This will enable public authorities to 
then focus on achieving key outcomes and set relevant objectives – which 
can then be monitored and transparently reported on... budgetary and 
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financial decisions will [therefore] be based on robust evidence and more 
effectively meet the needs of all of the local community.”169  

109. Whilst the Equality Act has been generally welcomed, concerns were 
expressed in evidence about the level of priority that public authorities will give to 
implementing the single equality duty, especially during a period where they may 
face cuts in their budgets. There were also concerns that progress being made by 
public authorities to mainstream equalities could also be affected as public 
authorities seek to refocus their priorities. 

110. The Association of Chief Officers of Scottish Voluntary Organisations warned 
that— 

“There is a risk that public bodies could use the current financial environment 
as justification for reducing their activities [in relation to equalities], re-
focussing efforts on issues they feel are more important and thus make little 
progress in this area.”170   

111. However, Colin Mair of the Improvement Service considered that 
implementation of the single equality duty should not necessarily imply a major 
financial commitment.171  Clare Monaghan of SOLACE agreed— 

“We must move away from the perception that equalities spending somehow 
equals additional expenditure, because it does not always.”172  

112. Steps were being taken by both these organisations to ensure that public 
authorities do meet their equality duties. For example, SOLACE has introduced a 
number of initiatives such as training for staff and members which would include 
an equality component; and it has revamped its committee papers process so that 
every policy or decision made is assessed for its potential equality impact. The 
Improvement Service was working with the EHRC on how to build equalities work 
into the self-assessments that councils are required to undertake. Colin Mair 
explained— 

“We work with 22 councils in a self-assessment framework called the public 
service improvement framework and have now built in a clause that makes it 
impossible for a council to get a positive score in assessing its service if it 
cannot provide evidence.“173  

113. The Scottish Council for Voluntary Organisations was concerned about the 
lack of public authority compliance with existing equality duties— 

“We believe the public sector duties are central to the achievement of the 
Scottish Government’s national performance objectives. They are also 
binding on public authorities, though in practice, compliance is highly 
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variable. Because of this, we believe that we need much stronger leadership 
from the Scottish Government and Parliament to support public authorities 
and particularly local government with compliance.”174 

114. One way of ensuring that public authorities meet their equality duties is 
through public scrutiny. Martin Hayward of the EHRC believed that the 
implementation of equalities duties by public authorities should be scrutinised by 
Audit Scotland and other scrutiny bodies.175  

115. In terms of the Scottish Government’s approach to implementing the Act, the 
Cabinet Secretary for Finance and Sustainable Growth indicated that new duties 
contained in the Equality Act had been consulted on. 160 responses had been 
received, and these were being analysed. He added— 

“That will help us to formulate the approach that is taken to fulfilling the 
equality duties. Having had such a broad response to that consultation, we 
have a pretty good information base about some of the challenges that exist. 

On the challenge of delivering on the duties, we have to accept that there will 
be fiscal constraints, but we should not take the view that that means that no 
progress can be made… I suggested that we need to absorb into our thinking 
new ways of working and new ways of operating. The fulfilment of the 
equality duties will be part of that work, so that we bring that aspect into the 
general approach that we take to the design and delivery of public 
services.”176  

116. The Committee welcomes the Equality Act 2010 which will, through the 
single equality duty, require public authorities to be active in promoting 
equality, eliminating unlawful conduct and fostering good relations. The 
Act’s harmonisation of discrimination law and strengthening of the law to 
support progress on equality is welcome. 

117. The Committee emphasises that implementation of the Act in Scotland, 
which, when set against a backdrop of financial constraint, will require 
strong leadership from the Scottish Government and from the Scottish 
Parliament who must encourage and support compliance.  

118. Public authorities must also show leadership and acknowledge their 
responsibilities in implementing their statutory duties. They must publish 
details showing the extent to which they have complied with the Act, so that 
they can be held to account. Local authorities should use the SOA 
mechanism to set out their equalities priorities and how these have been 
met. 

119. Meeting the requirements of the Act should not be a tick-box exercise. 
Details of how equalities duties have been achieved should be measurable 
and, in this regard, the Committee considers that there is a role for Audit 
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Scotland in scrutinising outcomes, and for Ministers and Parliament to hold 
public authorities to account. 

120. The Committee looks forward to considering the extent to which the Act 
and equality duties are implemented in the course of its future work. 

Annual report on Gender Equality 2010 

121. The Scottish Government’s Annual Report on Gender Equality 2010177 is 
produced under its gender equality duties. It reports on policy priorities across the 
Scottish Government which includes broad themes such as the gender pay gap, 
poverty, and childcare. The report also states that Scottish Ministers will be 
reporting on the priority areas - tackling violence against women and occupational 
segregation - by 1 July 2010.  

122. In terms of the impact of violence against women, as well as the personal 
impact on women and on their children, there is a significant cost to society and to 
the economy. Violence against women is estimated to cost £4 billion per annum in 
Scotland, when the personal and emotional costs are calculated as well as the 
costs to services such as health, police, housing etc. 

123. However Scottish Women’s Aid undertook an analysis of local authority 
gender equality strategies and reported that only four of these stated that violence 
against women or domestic abuse is a cause and consequence of gender 
inequality.178 As indicated earlier in this report, out of the 32 local authorities, only 
14 include tackling violence against women/domestic abuse as a priority according 
to published SOAs, and have more than one action planned to achieve this 
priority.  

124. In response to this issue, the Cabinet Secretary for Finance and Sustainable 
Growth explained that tackling the cause of these issues “is a fundamental focus 
of the Government” and that a— 

“Joined-up agenda, which involves providing support to women who have 
had that terrible experience and who require support, will continue to be part 
of the Government’s work.”179  

125. The Committee welcomes the publication of the Scottish Government’s 
Gender Equality Statement 2010 and notes that it will report on its priorities, 
violence against women and occupational segregation, in July 2010. The 
Committee looks forward to discussing this with Ministers later in the year.  

 
IMPACT OF DEMOGRAPHIC TRENDS ON FUTURE SPENDING 

 
126. It is clear that Scotland’s population is ageing. Latest projections estimate 
that over the next 25 years the proportion of people over 75 will increase by 
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84%.180 The Committee recognises that this will have a huge financial impact on 
public services in the future, and it raises questions about what can be done now 
to help mitigate future problems.  

127. The Committee has already discussed in this report, the need for long term 
planning and how resourcing and work done at the present time can lead to 
benefits in the future. The changing demography involving older people, and the 
impact this will have on the NHS in the future, is a good example of where 
interventions now may help in the long run.  

128. Colin Mair of the Improvement Service told the Committee that around 40% 
of current spending on health and social care for people over 65 is spent on 
emergency admissions to hospital. In his view, this amounted to “throwing money 
at a negative outcome once it has occurred.”181  

129. Jon Harris of COSLA acknowledged the demographic challenges ahead, and 
that it was important to consider fundamental issues now, such as how services 
are delivered, particularly those that will become more expensive because of 
demographic changes. In terms of the timescales involved, he considered that 
there needs to be a long term view taken now as it “will take up to three spending 
reviews to get it right.”182 

130. There were helpful examples of anticipatory work being undertaken now in 
the NHS. Paul Barton of NHS Health Scotland told the Committee that anticipatory 
care work, such as providing people with health checks at age 40 will help to 
tackle long-term conditions and health problems that are expensive for the health 
service.183  

131. The Cabinet Secretary for Finance and Sustainable Growth acknowledged 
that significant demographic change in relation to older people is a challenge and 
that— 

“The situation will become more challenging as the years go by. However, 
we can make gains through the impact of early intervention. We are 
absolutely scratching the surface of that. That requires professionals to lead 
and individuals to respond. It is a major challenge in the Government's 
approaches on healthy living and on shaping services for older people. We 
have a huge opportunity to make more progress, but that will be delivered 
only if we have in place an effective collaborative framework among various 
public bodies. No one public body can achieve that on its own and no 
grouping of public authorities can do it without the active participation of 
members of the public.”184   
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132. The Committee asked whether the expected financial difficulties may be a 
driver for bringing about change now and if universal benefits that older people in 
Scotland currently enjoy may be under threat, given the changing demography 
and the associated financial challenges.  

133. In response, the Cabinet Secretary for Finance and Sustainable Growth 
confirmed— 

“The Government is absolutely committed to maintaining the range of 
benefits through which we support older people. The protection and 
maintenance of those programmes will be central to the Government's 
thinking as it meets the financial challenges that lie ahead.”185  

134. The Committee also heard that positive economic benefits would flow from 
an ageing population, and that older people should not be seen simply as a drain 
on resources. Colin Mair of the Improvement Service was of the view that the 
consumption of services by equalities groups and particularly older people would 
become a bigger part of Scotland’s GDP. He believed that there was “a need to 
engage much more constructively in exploiting that potential and not nationally but 
internationally.”186 

135. There was recognition in the evidence that there will be huge financial 
challenges ahead as a result of demographic change arising from an ageing 
population. The Committee welcomes the Scottish Government’s 
recognition of this and its commitment to maintaining the range of benefits 
through which it currently supports older people. 

136. The Committee accepts that early intervention is key in order to prevent 
some of the problems that may arise in the future for older people. It 
believes that serious consideration must be given to what investment can be 
made now that will help meet future challenges. The Committee accepts, 
however, that this will require difficult decisions to be made especially at a 
time when there is great financial uncertainty. 

137. The Committee considers that the immediate challenge is to raise 
general awareness and to have a wider debate on the challenges that an 
ageing population will bring, as well as the potential consequences of not 
investing now. The Committee accepts the view expressed in evidence that 
there needs to be leadership in taking this forward. It believes leadership 
must come from the Scottish Government and from the Scottish Parliament, 
and that the way forward will be through collaboration involving various 
public bodies, the voluntary sector and others, including the public. 

138. The Committee considers that the current economic situation should 
not be a barrier to planning and thinking creatively about how the challenges 
of an ageing population can be met in the future.  
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139. The Committee welcomes the Scottish Government’s commitment to 
maintaining the range of benefits through which older people are supported. 
It considers, however, that this will be a huge challenge for the Scottish 
Government, especially given the projected reductions in public 
expenditure. The Committee recognises the work being done by the 
Ministerial Strategic Group on Health and Community Care on "reshaping 
services for older people" and suggests that work must be accelerated 
across Scotland's public sector in developing new models of delivery which 
are underpinned by fairness, compassion and social justice.  

140. The Committee acknowledges that there are also positive challenges to 
consider, including the potential economic benefits that an older population 
will bring in the future through its greater consumption of services; the 
benefits that may arise from investing in older people’s services; and the 
potential for exploiting the “grey pound”. All of these need to be considered 
as part of any wider planning for the future.  

141. The Committee will further consider the issues arising from an ageing 
population in the course of its work. 

CASE STUDY - MENTAL HEALTH  

142. In its call for evidence, the Committee sought to take account of the impact of 
tightening public expenditure on the delivery of mental health services to women in 
prison. The issue of delivering these services has been a theme of the 
Committee’s recent work following on from its inquiry into female offenders, when 
it called for— 

• a re-examination of the way that women with mental health problems are 
sentenced by the courts, which could help to minimise the number of such 
women being imprisoned and, consequently, result in more resources being 
available to address rehabilitation in prison; and 

 
• improvements to the support that is provided both in prison and in the 

community to female offenders with mental health problems.  
 
143. Evidence received by the Committee in response to the case study, strongly 
supported the need to maintain expenditure in this area. 

144. Cornton Vale Under 21 Visiting Committee believed that this was an area 
where resources were vital given that more and more girls were now arriving in 
custody with mental health problems, and that self harming was increasing.187 

145. Families Outside, a national charity working to support the families of people 
involved in the criminal justice system, was concerned that tighter budgets 
would— 
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“Encourage public spending to focus on majority groups with needs that 
show clear results from treatment.  Women in prison are not only a 
marginalised group, but they also tend to have chronic mental health 
issues…that are not easily addressed in the short-term.  Treatment of these 
issues in prison, when women are very likely not to be in custody for long 
periods, risks being categorised as inefficient or ineffective use of funds due 
to the lack of measurable 'results' over the short term.”188 

 
146. Communication Forum Scotland noted that speech and language therapy 
support is crucial to mental health provision in prison and that a squeeze on 
funding makes provision of therapy less likely, and that this impinges therefore on 
the delivery of mental health services.189 

147. The Committee recently undertook an inquiry into female offenders in the 
criminal justice system, and recommended that the Scottish Government should 
consider bringing forward its timetable for transferring responsibility for health care 
in Scottish prisons from the Scottish Prison Service to the National Health Service.  

148. The Committee followed up this matter with the Minister for Public Health and 
Sport on 23 March 2010, as part of its post-legislative scrutiny of the Mental Health 
(Care and Treatment (Scotland) Act 2003. The Minister told the Committee that, in 
terms of the timetable— 

“Given where we are in the parliamentary session, I think we are looking at 
the matter being an early priority for primary legislation in 2011-12 to allow 
the transfer to take place at the end of 2011. Such a big piece of legislation 
would have to go through in 2011-12—trying to rush it through this year 
would be extremely challenging, given all the other legislative challenges 
that are in the system. This is a big undertaking and we want to get it right. I 
therefore see it being an early priority for 2011-12, with transfer taking place 
at the end of 2011.”190 

149. The Committee remains concerned about the lack of clarity in relation to the 
timetable for the transfer of health care responsibilities to the NHS. 

150. The Committee is concerned about the possible impact that tightening 
public expenditure may have on the delivery of mental health services for 
women in prison. It calls on the Scottish Government and the Scottish 
Prison Service to look at ways in which these services can be maintained 
during a period of financial restraint. 

151. The Committee continues to be concerned about the lack of an agreed 
timetable for the transfer of female offenders’ health care from the Scottish 
Prison Service to the NHS. The Committee repeats the recommendation it 
made in its report on Female Offenders in the Criminal Justice System, that 
the Scottish Government should consider again whether the NHS should 
take over responsibility for health care in Scottish prisons within a much 
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shorter period than is currently envisaged. It believes that this will help to 
concentrate minds on this issue, and to consider ways in which service 
delivery can be improved, perhaps through new ways of working and 
collaboration.  

152. The Committee therefore seeks clarity from the Scottish Government 
with regard to the timetable and the processes involved in the transfer of 
healthcare responsibilities from the SPS to the NHS. 
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EXTRACT FROM THE MINUTES OF THE EQUAL OPPORTUNITIES 
COMMITTEE 

6th Meeting, 2010 (Session 3), Tuesday 23 March 2010 

Budget Strategy 2011-12: The Committee took evidence on its Budget Strategy 2011-12, in a 
round-table discussion, from— 

Lorna Meahan, Assistant Director, Audit Services Central Government, Audit Scotland; 
Martin Hayward, Policy Manager, Equality and Human Rights Commission; 
Ann Henderson, Assistant Secretary, Scottish Trades Union Congress; 
Angela O'Hagan, Convenor, Scottish Women’s Budget Group 

7th Meeting, 2010 (Session 3), Tuesday 20 April 2010 

Decision on taking business in private: The Committee agreed to take item 5 in private. The 
Committee also agreed that its consideration of the main themes arising from the evidence heard 
and a draft report on its Budget Strategy 2011-12 should be taken in private at future meetings. 

Budget Strategy 2011-12: The Committee took evidence on its Budget Strategy 2011-12, in 
roundtable format, from— 

Pat Armstrong, Executive Director, Association of Chief Officers of Scottish Voluntary 
Organisations; 
Jon Harris, Strategic Director, COSLA; 
Colin Mair, Chief Executive, Improvement Service; 
Paul Barton, Head of Equalities Development, Equalities and Planning Directorate, NHS 
Health Scotland; 
Liz Rowlett, Senior Policy, Information and Parliamentary officer, Scottish Disability 
Equality Forum, and member of SCVO policy committee; 
Claire Monaghan, Portfolio lead for Equalities, Justice and Human Rights, Society of Local 
Authority Chief Executives and Senior Managers. 

Budget Strategy 2011-12 (in private): The Committee considered the main themes arising from 
the evidence heard. 

8th Meeting, 2010 (Session 3), Tuesday 4 May 2010 

Budget Strategy Phase 2011-12: The Committee took evidence at the Budget Strategy Phase 
2011-12 from— 

John Swinney MSP, Cabinet Secretary for Finance and Sustainable Growth, Russell Bain, 
Head of Public Service Reform Policy Team, and Yvonne Strachan, Head of Equality Unit, 
Scottish Government. 

Budget Strategy 2011-12 (in private): The Committee considered the main themes arising from 
the evidence heard. 

9th Meeting, 2010 (Session 3), Tuesday 18 May 2010 

Budget Strategy Phase 2011-12 (in private): The Committee agreed a draft report with minor 
changes to the Finance Committee at the Budget Strategy Phase 2011-12. 
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Local Government and Communities Committee 
 

Report on the Budget Strategy Phase 
 
The Committee reports to the Finance Committee as follows— 
 

INTRODUCTION 

1. Following on from the review of the budget process, the Finance Committee 
and the Scottish Government agreed that a budget strategy phase should take 
place between April and June 2010.  This phase is designed to allow the 
Parliament to identify the Scottish Government’s priorities and to determine 
whether the Scottish budget is delivering on these priorities. 

2. To this end, the Finance Committee launched an inquiry into the public sector 
response to the predicted reductions in future Scottish budgets and invited all 
subject committees to participate in this budget strategy phase by undertaking 
work based on the remit of this inquiry and the key questions being asked. 

3. In September 2009, the Local Government and Communities Committee 
undertook an inquiry into local government finance, focussing on the potential 
effect of the current economic situation and other pressures on local authority 
finances and identifying the key challenges likely to be faced by local authorities.  
The Committee published its report in January 2010. 

4. Given that many of the key questions being asked by the Finance Committee 
were addressed in its inquiry into local government finance, the Committee agreed 
that it would respond to the Finance Committee on the basis of this inquiry and the 
Scottish Government’s response to the recommendations made in the 
Committee’s report. 

5. The Committee is mindful that local authority budgets for 2010-11 were 
finalised after it produced its report and therefore, it wrote to all 32 local authorities 
on 30 March 2010 seeking further information on their current budget positions.  
The Committee posed the following questions: 

Overall funding levels 

Do you expect there to be a decline in your total revenue income in 2010-11?  
If so, what do you expect the level of decline to be and what revenue streams 
are contributing to that decline? 
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Efficiency Savings 

What plans do you have for achieving further efficiency savings in 2010-11? 

Shared Services 

What plans do you have for sharing services with other local authorities or 
other public sector bodies? 

Staffing 

Do you envisage that staffing levels will be reduced in 2010-11? 

If so, is this likely to be managed through redundancies (either compulsory or 
voluntary); through vacancies not being filled or a combination of both? 

If you are planning to have redundancies, how do you envisage they will be 
funded? 

Do you have plans to outsource any services (and therefore) staff in 2010-
11? 

Charging for services 

Do you have plans to introduce new charges for services and/or to increase 
existing charges for services? 

 
6. Given the Committee’s intention to ensure it is reflecting the most up-to-date 
financial position, the Committee is extremely disappointed that only 15 authorities 
had sent a response by the time the Committee first considered a draft of this 
report.  The Committee subsequently wrote to all those authorities who had not 
responded and a further 12 responses were submitted.  While the Committee 
welcomes these further responses, it was left with very little time to consider them, 
which is not entirely satisfactory.  

7. Responses were not received from Aberdeen City, Clackmannanshire, East 
Lothian, Glasgow and West Dunbartonshire councils. The responses that were 
received can be accessed via the follow link: 

http://www.scottish.parliament.uk/s3/committees/lgc/inquiries/Budget Strategy 
Phase/index.htm 

CURRENT OVERALL FINANCIAL POSITION 

8. The Committee asked all local authorities if they expected there to be a 
decline in their total revenue income in 2010-11 and if so, what did they expect the 
level of decline to be and what revenue streams are contributing to that decline? 
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9. There was a mixed response to this question.  Some authorities said their 
income would decline in 2010-11, while others said there was no reduction in their 
planned budgets for 2010-11 but they were anticipating reductions in future years.  
Both Stirling Council and Highland Council suggested that future reductions could 
be in the region of 12% in real terms by 2013-14. 

10. Some responses commented that there had been a cash increase in the 
amount of Revenue Support Grant (RSG) from the Scottish Government, although 
Inverclyde council commented that in real terms, it had to identify savings in order 
to maintain service delivery at its current level.  Additionally, some councils 
commented that the RSG was less than they had been anticipating and 
Aberdeenshire commented that it had experienced a cut in its RSG of £5.8m when 
compared with 2010-11 figures issued in March 2008 and had to achieve £10m 
worth of revenue savings to balance its budget in 2010-11. 

11. Renfrewshire Council confirmed that at a national level, COSLA had 
approved a planning assumption of a 12% real terms reduction in the RSG from 
2011-12 to 2013-14.  The council also confirmed it was assuming that capital grant 
levels could reduce by 50% by 2013-14.  

12. The majority of responses commented that fees and income levels were 
decreasing in 2010-11.  The most commonly quoted reductions were in planning 
fee and building warrant income. 

13. It is clear from the responses that authorities are planning on the basis that 
their budgets will decrease in subsequent years.  For example, Stirling Council 
stated that: 

“It is now widely accepted that the financial settlements for councils in the 
coming years will be extremely tight, and will require unprecedented levels of 
budget reductions to be made.  The Management Team has proposed that, 
rather than adopting an approach to budgeting based on individual Services, 
or Heads of Service, a cross-council approach, looking at spending 
categories should be followed.”191 

14. From the responses received, there appears to be a mixed picture in 
terms of 2010-11 revenue income, but general agreement that budgets are 
likely to decrease in future years. With 27 out of 32 local authorities having 
now responded, the Committee assumes this represents the bigger picture.  
However, it cannot say this with certainty given that 5 authorities (including 
the largest authority – Glasgow) did not respond. 

LOCAL GOVERNMENT FINANCE INQUIRY 

15. The Committee launched its inquiry in June 2009 and held a number of oral 
evidence sessions between September and November 2009, structured around 
different themes.  It published its report on 28 January 2010 and received a 
response from the Scottish Government on 18 March 2010. 

                                            
191 Stirling Council.  Written submission to the Local Government and Communities Committee 
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16. The full Committee report can be accessed via the following link: 

http://www.scottish.parliament.uk/s3/committees/lgc/reports-10/lgr10-02.htm 

17. The main conclusions and recommendations are set out below, together with 
the Scottish Government’s response and an update of the current situation in local 
authorities, where appropriate. 

EFFICIENCY SAVINGS 

Benchmarking - conclusions and recommendations 

18. The Committee considered what work had been done by local authorities to 
achieve efficiencies and what further scope there was to increase this activity in 
the future.  Within this context, the issue of benchmarking to promote best practice 
and setting minimum standards for local government were considered. 

19. While it noted the arguments in favour of having minimum standards, the 
Committee also recognised the potential problems with using this approach such 
as the minimum being viewed as the standard to be applied and the potential 
impact on local democracy.  The Committee’s view was that the best way to 
improve performance and efficiency was to make use of benchmarking.  
Therefore, the Committee recommended that the Scottish Government and 
COSLA should consider undertaking a review of how benchmarking is used within 
local government with a view to agreeing a template for the future. 

Scottish Government response 

20. The Scottish Government’s response was that it recognised that there is a 
danger that, in setting efficiency targets, these are seen as the standard to which 
local authorities (and other public bodies) should aspire.  On the other hand, since 
the first year of formal efficiency programmes in 2005-06, the public sector - 
including local authorities - has over-delivered in every year.  With regard to 
benchmarking for local government - Scottish Government officials met with 
SOLACE on 14th December 2009 to discuss benchmarking.  There was 
agreement to work in partnership on benchmarking and a further event was 
scheduled for 25th March 2010. In addition a draft Project Initiation 
Document has been prepared to take this work forward. 

21. The Committee will be seeking an update from the Scottish Government on 
the benchmarking work that has been taken forward. 

Audit Scotland report 

22. The Committee also noted in its inquiry report that Audit Scotland was 
undertaking a detailed review of the achievement of efficiency savings by studying 
a sample of public bodies. 

23. This review was subsequently published in February 2010 and provided a 
position statement on the first year (2008-09) of the Efficient Government 
programme.  Within that context, the review stated that local authorities had 
reported total efficiency savings of £258m.  The review goes on to state that 



Finance Committee, 4th Report, 2010 (Session 3) – Annexe G 
 

 70

COSLA’s guidance on preparing efficiency statements asks local authorities to set 
out efficiency targets for the next financial year but that COSLA does not collate in-
year progress against the overall annual target.  It also states that it is unclear 
whether the savings reported by councils are comparable and that— 

“Guidance provided to councils by both the Scottish Government and COSLA 
is not prescriptive, which means that savings may not be calculated or 
reported consistently.  As in other sectors councils’ efficiency statements are 
not independently validated, which means that we cannot place reliance on 
the reported savings.”192  

24. The Committee took evidence from John Baillie, Chair of the Accounts 
Commission and officials from Audit Scotland on their Overview of local 
government in Scotland 2009 report on 5 May 2010 and during that session, the 
Committee asked for confirmation of what is the accepted definition of an 
efficiency saving and if it were possible to assess whether the reported savings 
were indeed efficiency savings as determined by that accepted definition, as 
opposed to cuts.  Audit Scotland reiterated the point that local authority efficiency 
statements are not independently validated and that their Overview report reflects 
the numbers that are reported by local authorities themselves.  However, they also 
undertook to give the Committee further details about what constitutes an 
efficiency saving. 

Update from local authorities 

25. All of the local authorities who responded were making plans for further 
savings in 2010-11 and many were also making plans for future years.  For 
example, Argyll and Bute commented that they had agreed savings of £5.8m in 
2010-11 and had set up service reviews to identify a further 15% of savings over 
the next three years.  The City of Edinburgh Council reported it had identified total 
savings of £41.6m, of which £21.6m relate to efficiency measures.  South 
Lanarkshire Council stated that they had planned for £17m of efficiencies in 2010-
11 but did not have plans for further efficiencies.  East Ayrshire reported that they 
had consulted with employees, the community and the voluntary sector on a 
savings package of £6m in 2010-2011. 

26. In its report, Audit Scotland stated that in the current economic 
circumstances, it was likely that “many councils will need to reduce their costs over 
the next few years to match reductions in the budget available.  Consequently, 
most councils will need to significantly increase the level of savings they make.”193 

SHARED SERVICES 

Conclusions and recommendations 

27. The Committee noted that Sir John Arbuthnott had completed his review of 
shared services in the Clyde Valley and had made a number of recommendations.  
                                            
192 Audit Scotland. (2010) Improving public sector efficiency.  Available at: http://www.audit-
scotland.gov.uk/docs/central/2010/nr_100225_improving_efficiency.pdf [Accessed 4 May 2010] 
193 Audit Scotland. (2010) Improving public sector efficiency.  Available at: http://www.audit-
scotland.gov.uk/docs/central/2010/nr_100225_improving_efficiency.pdf [Accessed 4 May 2010] 
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28. The Committee sought further information from the Scottish Government on 
what action it intended to take in relation to the suggestion in the Arbuthnott report 
that secondary legislation could smooth the way for inter-authority shared 
services. 

Scottish Government response 

29. The Scottish Government’s response did not offer a view on the proposal.  
Instead, it outlined that officials had met with Sir John Arbuthnott and officials from 
the Clyde Valley Review in February.  It was agreed that the review partners would 
provide a paper on the considered issues for the programme with a view to 
bringing the key experts together to agree what action was necessary.  The 
Scottish Government has confirmed that it will work in partnership to address any 
clearly identified issues or barriers to collaboration across the public sector. 

Update from local authorities 

30. All local authorities who responded were engaged in developing shared 
services to a greater or lesser degree.  Some authorities already had a number of 
shared service projects in place, while others had advanced plans for taking 
projects forward.  For example, Angus Council listed 33 services which it currently 
provides on a shared basis and Orkney Island Council reported that an Orkney 
Health and Care Board had been set up.  Comhairle nan Eilean Siar reported that 
it is exploring the concept of a Single Public Authority for the Western Isles.  The 
existing and planned projects cover a wide range of local authority services from 
procurement and payroll to waste management. 

31. As stated previously, the Committee is disappointed that it did not receive 
responses from all local authorities.  However, if those who responded are 
representative, then it is clear that the issue of shared services is one that 
authorities are actively pursuing.  In its original inquiry report, the Committee did 
recognise that increasing the pace of change during a recession is a challenging 
task and that earlier progress in this area, during the relatively benign financial 
environment in previous years, would have been beneficial.  However, the 
Committee considered it essential to increase the pace of change if local 
government is to successfully meet the challenges of the changing nature of public 
sector finances. 

32. What is not clear, however, is the extent to which local authorities are 
engaging with other organisations or sectors in relation to shared services.  For 
example, in evidence to the Committee on the impact of reduced funding in the 
voluntary sector, John Downie from the Scottish Council for Voluntary 
Organisations said that his organisations’ perception was that local authorities 
were talking to each other in relation to shared services but that generally local 
authorities were not engaging in a similar debate with the third sector and social 
enterprises. 

33. The Committee would ask the Scottish Government to provide an 
update on what further work has been carried out in relation to the 
recommendations in the Arbuthnott report.  The Committee would also ask 
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for the Scottish Government’s view on the involvement of the third sector in 
discussions on shared services. 

STAFFING 

Local authority pay – conclusions and recommendations 

34. Given that staffing accounts for around half of local authority budgets194, the 
Committee recognised that freezing or cutting pay might seem an attractive option 
when seeking savings.  However, this could also be viewed as a blunt 
management tool and it could be argued that there are other ways in which costs 
could be driven down.  In addition, as with the issue of shared services, the impact 
on the local economy as a result of decisions taken should also be recognised. 
That said, the Committee recognised it is properly the role for the trade unions and 
COSLA to negotiate a pay deal for staff in local authorities. 

35. In looking at the example of Scottish Water, the Cabinet Secretary for 
Finance and Sustainable Growth commented that one of the main driving forces 
behind the improvements there was the leadership provided by the management 
in that organisation.  While not seeking to compare local authorities with Scottish 
Water, the Committee noted that in the round-table evidence session it held with 
commentators and experts in the field of local government finance, a number of 
comments were made regarding the quality of management within local authorities 
and in particular, the ability to innovate.  While local authorities themselves did not 
necessarily agree with this, the Committee’s view was that it was an issue which 
local authorities could usefully examine. 

Voluntary sector pay – conclusions and recommendations  

36. The Committee considered petition PE 1231 as part of its inquiry.  This 
petition essentially called for a national framework for public service contracts to 
ensure equitable wages and conditions between front-line voluntary sector 
workers delivering public services and public sector workers. The Committee 
noted that even those who supported Petition PE 1231 recognised that it would be 
difficult to achieve pay parity in the current economic climate and also noted the 
Scottish Government’s statement that it was taking steps to remedy the situation. 

37. The issue of pay parity also featured in the Committee’s evidence sessions 
on home care services for the elderly which took place in June 2009.  The 
Committee was told by Community Care Providers Scotland that for voluntary 
organisations to provide these services, the mid-price range would be around £14-
£18 per hour while in their view, local authorities would struggle to go below £20 
per hour.  The Committee considered that the difference between those hourly 
rates could not be down to salary levels alone. Indeed the City of Edinburgh 
Council commented that “A high hourly rate does not necessarily equate to better 
pay for front-line workers”. 

                                            
194 Scottish Parliament Local Government and Communities Committee. Official Report, 1 
September 2009, Col 2208 
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38. The Committee also recognised that best value does not necessarily equate 
to the cheapest service and the Committee recommended as a result of its 
evidence sessions on home care services for the elderly that the process of e-
auctions whereby contracts were awarded to the cheapest bid should be deemed 
wholly inappropriate. It should be noted that following the Committee’s work on 
home care services for the elderly and since the Committee’s local government 
finance report was published, the Scottish Government has produced further draft 
guidance on social care procurement.  This guidance now expressly forbids the 
practice of using e-auctions.   

39. The Committee recommended that the issues should be examined as part of 
any ongoing discussions as a result of the agreement between the Scottish 
Government, Scottish Council for Voluntary Organisations (SCVO) and COSLA. 

Scottish Government response 

40. In its response, the Scottish Government stated that it strongly believed that 
the third sector had a major contribution to make to the strength of communities 
and that was the key driver to the Scottish Government’s encouragement for the 
third sector to take its place in community planning partnerships (CPPs).  The 
response goes on to say that “increasingly, the CPP is the arena in which 
decisions about design, delivery and funding of services are made, in light of local 
circumstances and needs.  Inevitably, there is a concern that the third sector may 
feel that its contribution is under-valued but the advent of community benefit 
clauses and other modern practices in procurement should bring decisions on 
contracts to an even basis, where the third sector can compete fairly, with its 
whole offering considered, not just price.  Discussions on these issues will 
continue in the spirit of the partnership approach already established between 
COSLA, SOLACE, the third sector and the Scottish Government”. 

Staffing levels (statistics) – conclusions and recommendations 

41. The Committee noted that although it had been suggested that there were 
6,700 less staff working in local government than there were two years ago, it was 
not clear whether this was in part due to transfers of staff into arm’s length 
companies rather than a decline in the actual number of staff carrying out 
particular functions. 

42. It did not appear that a very detailed level of disaggregated statistics on 
public sector employment had been published and therefore the Committee asked 
the Cabinet Secretary for Finance and Sustainable Growth to clarify the situation 
and recommended that, if plans are not already in place, that statistics should be 
disaggregated to give this level of information, including employment level of 
former local authority employees now employed in arms length companies, in 
order that an accurate picture of employment within the public sector could be 
obtained. 

Scottish Government response 

43. The Scottish Government’s response confirmed that the Quarterly Public 
Sector Employment (PSE) series does not currently publish information on 
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employment in arms-length companies.  The PSE series produced by Scottish 
Government is closely aligned with the same publication for the UK, published by 
the Office of National Statistics (ONS) and presents information on total 
employment in public sector bodies as defined by UK National Accounts.  Arm’s 
length companies are not defined as part of the public sector by National 
Accounts; they would not be included in total public sector employment estimates 
and currently fall out with the scope of the Scottish Government’s publication.   

44. The Scottish Government confirmed that it had no current plans to include 
this information in the PSE series and that it was not aware of any other official 
collection of employment statistics in these organisations.  The response went on 
to say however that the Scottish Government would be carrying out a consultation 
in March 2010 on the content and format of the Public Sector Employment Series 
and it intended to include a question on this to assess the level of interest in this 
information.  If it were decided that this information would significantly add value to 
the understanding of changes in public sector employment, its collection would be 
dependent on local authorities reporting accurate and timely information which 
could then be made public out with the PSE series.  This consultation closed on 30 
April 2010 and a summary of responses is due to be published on 21 May 2010 
with implementation taking place by 16 June 2010. 

Arm’s length organisations 

45. The Committee is interested not only in the numbers of staff who have been 
transferred to arm’s length organisations but also in issues relating to the finances 
and accountability of such organisations. In its Overview of local government in 
Scotland 2009, Audit Scotland observes— 

“Councils increasingly use a variety of complex and changing partnership 
relationships, including arm’s length organisations such as companies and 
trusts, to deliver a range of services such as leisure, transport and local 
development…Where councils decide to provide services through arm’s 
length arrangements it is important to establish and maintain good 
governance and clear accountabilities, in relation to both finance and 
performance.”195 

46. During an evidence session on this document, Audit Scotland confirmed that 
they were likely to undertake further work in this area on behalf of the Accounts 
Commission and that this work would seek to build on an earlier publication – 
Following the Public Pound which set out principles still considered to be relevant 
to current events. 

47. The Committee welcomes the fact that work is likely to be undertaken 
on this subject and looks forward to considering any future publication of 
findings in this area.  

                                            
195 Audit Scotland. (2010) An overview of local government in Scotland 2009. Available at: 
http://www.audit-scotland.gov.uk/docs/local/2010/nr_100218_local_authority_overview.pdf 
[Accessed 7 June 2010] 
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Staffing levels (general) – conclusions and recommendations 

48. The Committee noted the Cabinet Secretary for Finance and Sustainable 
Growth’s observation during his evidence session that there would be reductions 
in public sector employment in the future.  The Committee also noted that there 
had been announcements by some local authorities regarding potential job losses 
while the inquiry had been ongoing and that in the current economic climate, it was 
likely to be an issue faced by a number of authorities. 

49. The Committee appreciated that while some authorities were not filling 
vacancies, some others may find that this was not sufficient to address the issue 
of staffing levels and may feel that they need to go further.  The Committee noted 
the unions’ views about the need to avoid cutting front-line services and agreed 
that local authorities needed to determine what their priorities were going to be in 
examining staffing levels to ensure that services vital to the local area are not 
jeopardised.  

50. Local authorities will inevitably also need to consider the impact of any 
potential job losses on the local economy so that areas which are economically 
vulnerable to the impact of significant job loss are not further affected. 

51. The Committee appreciated that these are difficult decisions to take and 
Dave Anderson from the City of Edinburgh Council made a valid point when he 
counselled against cutting capacity to the extent that front-line services could be 
affected in the future.  The Committee also appreciated that local authorities are 
having to examine their budgets at a time when demand for many of their services 
is actually increasing. 

52. The Committee further noted that the Arbuthnott Review signalled that the 
scale of the financial challenge could not be met by short term solutions “such as 
year on year efficiency savings or ‘salami slicing’ budgets and that authorities 
should take a more strategic, long term view.  The Committee’s view was that 
such an approach should also apply to the examination of staffing levels. 

53. The Committee appreciated the desire to secure pay increases and to 
maintain current staffing levels and front-line services.  However, in the current 
climate, it seemed inevitable that trade-offs will need to take place because not 
everything can be achieved within current budgets.  The Committee assumed that 
such discussions would take place between local authorities and trade unions 
during their forthcoming negotiations on pay and staffing levels. 

Update from local authorities 

54. The majority of responses indicated that there were likely to be job losses in 
2010-11.  However, those authorities who did not report likely staffing reductions in 
2010-11 indicated that there could be reductions in the future. 

55. It was clear from the responses that local authorities are trying to avoid 
compulsory redundancies, although North Ayrshire council indicated its reduction 
of 200 posts would be partly managed by both voluntary and compulsory 
redundancies, Moray council confirmed that it was anticipating compulsory 
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redundancies and Fife council, while not specifying whether it would be on a 
voluntary or compulsory basis, stated that reductions would be partly managed by 
redundancies.  Other authorities who anticipated that reductions would need to be 
achieved partly through redundancies, stated that they would seek to achieve this 
through voluntary means.  However, some also stated that compulsory 
redundancies could not be ruled out in the future. Falkirk council explained that 
“any consideration of staffing numbers must be done simultaneously with an 
assessment of service delivery”, adding that they were “very conscious for 
example, that making someone redundant in turn gives our community a different 
problem.”196 Some local authorities are trying to avoid any redundancies by 
managing the reduction in posts entirely through the non-filling of vacancies and 
turnover.  

Further observations 

56. The Committee noted that in Audit Scotland’s Overview of local government 
in Scotland 2009, it is stated that at the time of the audits, at least a third of 
councils had yet fully to develop workforce planning processes, but around half 
had made progress in agreeing an implementing workforce strategies and plans 
during 2009. 

57. In evidence, Audit Scotland confirmed that they have stressed to local 
authorities the importance of having a long-term management plan and noted that 
the Improvement Service was undertaking work on workforce planning for local 
authorities as a sector and that on an individual basis, Audit Scotland looked at 
this issue, particularly as part of its Best Value audits.   It also suggested that 
“although council HR departments are quite good at pay and rations, there is a 
long way to go on strategic workforce planning”197 and that one of the reasons for 
this could be that Human Resources departments had been tied up with the issue 
of implementing Single Status agreements.  Audit Scotland further observed that, 
given that 31 out of 32 local authorities had now implemented Single Status that 
they would be expecting more strategic workforce planning work to be done. 

58. When asked whether Audit Scotland could provide any assistance to councils 
in such workforce planning, John Baillie responded that where possible, they 
would seek to offer good practice information from one council to another.   

59. As part of this discussion on workforce planning, Audit Scotland observed 
that the issue of service redesign was extremely important and that sometimes 
staffing reductions were made on an opportunistic basis (ie, getting rid of a post 
when it becomes vacant) rather than on a strategic basis.  This corresponds to 
what was said in the Committee’s report on local government finance.  

60. The Committee would concur with Audit Scotland’s views on the 
importance of workforce planning to ensure that staffing decisions are taken 
on a strategic, rather than opportunistic basis.  It is clear that local 

                                            
196 Falkirk Council.  Written submission to the Local Government and Communities Committee 
197 Scottish Parliament Local Government and Communities Committee. Official Report, 5 May 
2010, Col 3167 
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authorities must ensure they set aside sufficient time and have sufficient 
expertise to undertake meaningful and robust planning exercises. 

Funding for redundancies – conclusions and recommendations 

61. Reducing staffing levels is not in fact a cost-free option and redundancy 
packages (particularly where the people involved are on relatively high salaries 
and have long service) can be substantial.  

62. In addition to the up-front costs of funding a redundancy package, there is 
also the question of the potential impact on local authority pension schemes as a 
result of the payment of early retirement pensions, the continuing liability to pay 
pensions to staff who have left and the reduction in employee contributions as a 
result of staff leaving.  All of these factors can have a bearing on the cost of a 
pension scheme. 

63. However, in his Pre-Budget Report, the then Chancellor stated— 

“Cap and share reforms to the Teachers, Local Government, NHS and Civil 
Service pension schemes will cap the contribution to pensions made by 
employers, thereby limiting the liability of the taxpayer as pensions become 
more valuable. Cost increases below the cap will be shared equally between 
employers and employees, and those above the cap met solely by 
employees. In addition, as part of cap and share, the Government will expect 
those earning the highest salaries to pay a greater contribution towards their 
pension.”  

Update from local authorities 

64. Of those authorities who responded to this question, all were funding or were 
planning to fund redundancies from existing budgets or reserves.  Stirling Council 
commented that it was spreading the costs of pensions over four years, Fife 
Council commented that the scale of future redundancies might require a different 
approach to funding from existing budgets and the City of Edinburgh stated it was 
planning for as early a release of staff as possible due to the costs of redundancy. 
Due to these redundancy payments, the council would generally not achieve a 
new saving for up to two years.  The council went on to say that “To date we have 
been able to fund staff severance costs on the basis that we have pursued low 
cost options.  However as the cuts become deeper the severance costs are likely 
to be higher and funding options will need to be considered.”198 

Outsourcing – conclusions and recommendations 

65. While there can be a place for outsourcing, it is extremely important to 
ensure that the quality of the service remains high.  A number of concerns were 
raised that quality was being sacrificed in order to reduce costs, and in particular 
that wage levels and conditions were depressed to keep costs down.  

                                            
198 City of Edinburgh Council.  Written submission to the Local Government and Communities 
Committee 



Finance Committee, 4th Report, 2010 (Session 3) – Annexe G 
 

 78

66. Therefore, the Committee’s view was that if outsourcing of any services were 
to be considered, that it should be undertaken in the context of a strategic review 
to determine how best to deliver a service, rather than viewed as a cost-cutting 
exercise.   

Update from local authorities 

67. Of those who responded to this question, sixteen authorities had no plans to 
outsource services in 2010-11, eight authorities considered outsourcing to be a 
possibility in the future and four authorities already had plans in place.  Fife council 
is transferring an education centre and a leisure centre to the Fife Sports and 
Leisure Trust in April and May 2010.  Highland Council is transferring 33 posts as 
part of their contract with their new ICT provider, Inverclyde Council is transferring 
a number of community facilities and approximately 32 employees to the 
Inverclyde Leisure Trust and East Dunbartonshire is planning to set up a leisure 
trust, involving the transfer of staff. 

68. As mentioned earlier in this report, the Committee believes that 
councils should be undertaking workforce planning to ensure they are 
taking strategic decisions in relation to staffing and service delivery.  

CHARGING FOR SERVICES 

Conclusions and recommendations 

69. The Committee noted that there did not appear to be a uniform charging 
policy across local authorities.  The Committee recognised that there were 
inherent problems in having a general approach to charging, given that each local 
authority will want to take account of its own circumstances.  However, it agreed 
with Sir John Arbuthnott’s recommendation that councils should work together to 
introduce consistency “where this does not cut across local priorities to make this 
more easily understood by citizens and to avoid a ‘postcode lottery’ for fees and 
charges in neighbouring authorities.”199 The Committee further recommended that 
the Accounts Commission should undertake an audit of local authority charges 
across Scotland. 

Update from local authorities 

70. All local authorities were asked whether they had any plans to introduce new 
charges and whether they were planning to increase existing charges for services.  
Of those who responded to this question, most stated they had increased existing 
charges or were considering increasing charges.  Where the level of increase was 
specified, this ranged from 2-3% on average, although Falkirk Council stated that 
existing charges has been subject to a review process and some charges had 
increased by up to 15% (for some cremation charges).  Similarly, while Scottish 
Borders Council charges had increased on average by 2%, primary school meals 
had increased by 9% and frozen meals for older people had risen by 10% with a 
plan to withdraw the remaining subsidy by 2013 which would see a further 

                                            
199 Clyde Valley Review. (2009) Clyde Valley Review 09.  Available at: 
http://www.northlanarkshire.gov.uk/CHttpHandler.ashx?id=3175&p=0 [Accessed 7 June 2010] 
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increase of 23% for the following two years.  Dumfries and Galloway stated that 
they had sought to maximise income from increasing charges rather than 
introducing new charges and some of its charges had increased by 10%. 

71. Of those who responded to the question, nine councils were definitely or very 
likely to be introducing new charges and nine councils were considering 
introducing new charges or would be undertaking reviews of their charging policy 
(although no new specific charges were agreed as part of the 2010-11 revenue 
budget). Aberdeenshire Council confirmed that no new charges had been 
introduced in 2010-11 but did not specify whether there were plans to introduce 
charges in the future, and Argyll and Bute said they had made no significant 
changes to charging policies in 2010-11. The areas which were specified as 
attracting new charges were: the Blue Badge scheme (Angus and Falkirk), special 
uplifts (Edinburgh and Fife), garden aid, road occupation permits (Edinburgh), 
pupil lunches within special schools, pest control services, certain elements of 
charges associated with testing of taxis (Falkirk), music tuition (Shetland) and car 
parking charges for elected members and senior staff (South Lanarkshire). 

EFFECT ON VOLUNTARY SECTOR 

General - Conclusions and recommendations 

72. A major theme during the inquiry was the impact of the current economic 
situation on the third sector.  During evidence, the SCVO suggested that there was 
a perception in the third sector that its service were cut first and there was a need 
to find out exactly how cuts in the third sector services compared to cuts in public 
sector services. 

73. The Committee agreed that there should be better information on the 
comparison between the services provided by the third sector and the public 
sector as outlined by SCVO.  The Committee recommended that the Scottish 
Government should undertake such an information gathering exercise in tandem 
with COSLA and SCVO. 

Scottish Government response 

74. The Scottish Government’s response stated: 

“The increasingly strong role in the CPP now taken by the third sector, 
through the emerging interfaces, provides a firm foundation for ensuring that 
the third sector is able to compete properly on a best value basis.  Initial 
information is being collected by SCVO, Voluntary Action Scotland and the 
Scottish Government which will enable the need for more vigorous 
assessment of the impact on the third sector to be assessed. Many CPPs 
already find their new engagement with the third sector to be of considerable 
value.”200 

                                            
200 Scottish Government.  Letter from the Cabinet Secretary for Finance and Sustainable Growth, 
dated 18 March 2010  
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Community benefit clauses – conclusions and recommendations 

75. The Committee recommended that community benefit clauses (a clause in a 
tender of contract that aims to achieve a community benefit or social consideration 
as part of a procurement process) should be integrated more into contracts to help 
protect jobs in the local area etc.  It recognised, however that there would need to 
be an evaluation of potential benefits as part of the procurement process.  

‘A Perfect Storm’ – conclusions and recommendations 

76. The Committee noted the potential for a “perfect storm” whereby not only 
does the voluntary sector lose funding from local authorities but also from the 
private sector and a range of other sources and for local authorities to be viewed 
as the funders of last resort.   

77. The Committee has subsequently held two evidence sessions with 
representatives of the voluntary sector and with grant providers on this specific 
issue.  The official report of those sessions can be accessed via the following 
links: 

http://www.scottish.parliament.uk/s3/committees/lgc/or-10/lg10-0501.htm 

http://www.scottish.parliament.uk/s3/committees/lgc/or-10/lg10-1401.htm 

ECONOMIC DEVELOPMENT 

Business Gateway contracts – conclusions and recommendations 

78. The Committee was concerned by the evidence it received that there was not 
sufficient flexibility within the business gateway contracts to deal with the current 
challenges in this economic climate.  The Committee also noted the Cabinet 
Secretary’s willingness to listen to further arguments on the subject and 
recommended that the Scottish Government review the current business gateway 
contract, in conjunction with local authorities and business organisations, to 
ensure that it does have sufficient flexibility to deal with changing economic 
circumstances and priorities 

Scottish Government response 

79. The Scottish Government responded that while overall policy direction for the 
business gateway remains with the Scottish Government, the Business Gateway 
Scotland Board (comprising representatives from COSLA, the Scottish 
Government, the Scottish Local Authority’s Economic Development Group 
(SLAED), Scottish Enterprise and Highlands and Islands Enterprise) can make 
recommendations for Scottish Ministers’ consideration as appropriate.  

80.  When the contracts were originally let in October 2007, provisions were 
made for a performance review at the end of 3 years.  This review is due in the 
autumn and the Business Gateway Scotland Board is taking this work forward.  In 
addition, at its meeting on 8th March, the Board considered proposals for 
temporary (up to 3 years) refocusing of the BG advisory and specialist support 
programmes to enable a flexible BG response to changing client needs during the 
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current challenging economic recovery period.  The Board is awaiting the 
finalisation of some additional supporting data and will submit recommendations 
on these proposals to Ministers in the near future.  

81. The Scottish Government’s response stated that ministers were “very willing 
to engage constructively to address this concern and to ensure services are 
appropriate and effective”201. 

Tax Increment Financing and Local Authority Business Growth Incentive 
Scheme – conclusions and recommendations 

82. Some written evidence to the inquiry supported the introduction of Tax 
Increment Financing (TIF)202 and the Local Authority Business Growth Incentive 
Scheme (LABGI).203  The Committee recognised that local authorities need to find 
solutions to their economic problems in the short-term and therefore, schemes 
such as TIF and LABGI might not be able to provide these short-term solutions.  
However, the Committee asked the Scottish Government to provide it with updates 
as this development work progresses. 

Scottish Government response 

83. The Scottish Government confirmed that it had accepted all the 
recommendations of the joint Scottish Government and COSLA review of 
distribution report published in September 2009, which included that there should 
be a business rates incentivisation scheme.  It went on to say that Scottish 
Government officials are currently exploring several options for such business 
rates incentivisation and TIF schemes with COSLA and it would keep the 
Committee updated as this work progressed. 

PRIORITISATION 

84. The debate over the services that local authorities should provide is key to 
their financial health.  This was echoed in Sir John Arbuthnott’s review of shared 
services in Clyde Valley where one of his key messages was that authorities 
should revisit current priorities, with partners and with the Scottish Government 
and make sure they are focussing on the right outcomes for their communities. 

85. While the Committee was not advocating an examination of local government 
boundaries in its report, it was acutely aware that the decisions that are taken now 
on prioritising services will have a significant impact on the people of Scotland and 
everyone will have to live with the consequences.  While there is some evidence of 

                                            
201 Scottish Government.  Letter from Cabinet Secretary for Finance and Sustainable Growth, 18 
March 2010 
202 TIF refers to a taxation tool used to finance current improvements in infrastructure which are 
expected to result in wider gains for public and private assets, primarily property, which will 
generate increased tax revenue in the future, termed the “tax increment”.  Within a designated 
area, the increase in the value of property and associated increase in tax revenues is used to 
service the debt on the infrastructure supported. 
203 LABGI financially rewards local authorities who directly promote the greatest levels of economic 
growth in their area by allowing the local authority to retain all or a proportion of increases in 
revenue in business rates in their area. 



Finance Committee, 4th Report, 2010 (Session 3) – Annexe G 
 

 82

discussions beginning to take place, it is imperative that there is a wider debate on 
the issue of how and what services are provided by local authorities.  

86. The Committee noted the comments from COSLA and Sir John Arbuthnott 
that local authorities need to start planning over a longer period (say ten years).  It 
also noted the comments from the round-table discussion that elected members 
needed to take on a far more prominent role in the management of local 
government.  The Committee questioned whether it was realistic to expect local 
authorities to develop ten-year plans and considered that such plans raise 
fundamental questions regarding democratic accountability within local authorities. 

87. The Committee also recognised that the idea of ten-year plans and sharing 
services across local authorities has the potential to fundamentally affect the 
shape of local government services and indeed, the shape of local government 
itself. 

88. The Committee appreciated that it had not been possible to conduct an in-
depth examination of these fundamental issues in the context of its inquiry.  
Therefore, it signalled its intention in the future to undertake an inquiry into how 
local authorities deliver services.    
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EXTRACT FROM THE MINUTES OF THE LOCAL GOVERNMENT AND 
COMMUNITIES COMMITTEE 

13th Meeting, 2010 (Session 3), Wednesday 5 May 2010 

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 Strategy 2011-12 should be 
taken in private at future meetings. 

14th Meeting, 2010 (Session 3), Wednesday 12 May 2010 

Budget Strategy Phase 2011-12 (in private): The Committee considered a draft report to the 
Finance Committee at the Budget Strategy Phase 2011-12. 

15th Meeting, 2010 (Session 3), Wednesday 19 May 2010 

Budget Strategy Phase 2011-12 (in private): The Committee considered a draft report to the 
Finance Committee at Budget Strategy Phase 2011-12. 
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Transport, Infrastructure and Climate Change Committee 
 

Report on the Budget Strategy Phase 
 
The Committee reports to the Finance Committee as follows— 
 

INTRODUCTION 

1. The Transport, Infrastructure and Climate Change Committee agreed on 16 
March 2010 to participate in the Budget Strategy Phase of the scrutiny of the 
Scottish Government’s draft budget 2011-12. 

2. The Committee agreed that the remit for this work would be to consider how 
local government and Scottish Government transport budgets are likely to be 
affected by constraints in public expenditure in future years and, in addition, to 
consider how any future budget constraints might impact on the measures taken 
by public sector bodies to tackle climate change, in terms of both mitigation and 
adaptation. 

3. The purpose of this report to the Finance Committee is to identify some of the 
key issues which emerged during evidence taking, and, in particular, to highlight 
the implications for transport and climate change policies of any significant budget 
cuts. It is likely that the Committee will want to return to many of these issues 
when it considers specific spending proposals brought forward by the Scottish 
Government in this, and subsequent, years.  

4. The Committee took evidence from the following witnesses at meetings on 
20 April 2010, 27 April 2010 and 4 May 2010—  

• Professor David Gray, Centre for Transport Policy, The Robert Gordon 
University; 

• Professor Iain Docherty, Senior Lecturer, Department of Management, 
University of Glasgow; 

• Steve Montgomery, Managing Director, and Kenny McPhail, Finance Director 
and Deputy Managing Director, First ScotRail; 

• George Mair, Director, and Paul White, Public Affairs Executive, 
Confederation of Passenger Transport Scotland; 

• Alex Macaulay, Partnership Director, South East of Scotland Transport 
Partnership; 

• Dave Duthie, Partnership Director, Highlands and Islands Transport 
Partnership; 
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• Jim Valentine, Chair, Society of Chief Officers of Transportation in Scotland; 
• John Barrett, Senior Research Associate, Stockholm Environment Institute; 
• Phil Matthews, Senior Policy Advisor, Sustainable Development Commission 

Scotland; 
• Dave Watson, Scottish Organiser, UNISON; 
• Duncan McLaren, Chief Executive, Friends of the Earth Scotland; 
• Chas Booth, Senior Press and Parliamentary Officer, Association for the 

Conservation of Energy; 
• Stewart Stevenson MSP, Minister for Transport, Infrastructure, and Climate 

Change, David Middleton, Chief Executive, Transport Scotland, Dr Janet 
Egdell, Head of Transport Strategy, and Gavin Barrie, Head of Unit, Climate 
Change Policy, Scottish Government. 

 
5. The Committee also received written submissions from Nestrans, SEStran, 
SWestrans and Network Rail. 

6. The Committee is grateful to the witnesses who took the time to give oral 
evidence and to the organisations who submitted written evidence. 

TRANSPORT 

Implications of reductions in the transport budget  

7. A number of witnesses told the Committee that significant reductions in the 
overall Scottish budget are widely anticipated, and that these cuts are likely to 
have an impact on the Scottish transport budget. As part of its work on the Budget 
Strategy Phase, the Committee explored the likely implications of these spending 
cuts. 

8. The Committee questioned the Minister for Transport, Infrastructure and 
Climate Change on the likely scale of cuts which might fall on budgets within his 
remit. The Minister noted that in advance of the outcome of the general election 
there was uncertainty around this area, but stated that “on the best possible 
scenarios, there will be significant reductions in funding”.204  

9. The Minister declined to speculate on what the implications might be for 
particular spending lines and individual projects and schemes within his 
responsibility, should the overall allocation of funds be cut. He told the 
Committee— 

“It is speculative to talk about cuts or increases, projects or non-projects, in 
advance of knowing what funds are available.”205 

10. Other witnesses were, however, more willing to comment on these issues. 
The Committee heard from Professor Iain Docherty that, if particular areas of the 
Scottish Government budget were to be ‘ring-fenced’ and protected against cuts, 

                                            
204 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 4 
May 2010, Col 2934 
205 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 4 
May 2010, Col 2936 
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cuts in the budget might fall disproportionately on non-ring-fenced areas such as 
transport. He suggested that, in such a scenario, the transport budget could face 
real-terms cuts of about 10 to 20 per cent over one spending review cycle and that 
capital spending would come under immediate pressure.206 

11. Dave Duthie of HITRANS put the scale of potential reductions in the Scottish 
budget over the next 13 years in context when he explained that it would be 
“equivalent to the cost of building a Forth bridge every year for the next 13 
years”.207   

12. One of the features of Scottish Government transport spending is that a high 
proportion of the budget is in some way fixed, including, for example, spending on 
the passenger rail franchise and associated costs. The Committee heard that the 
proportion of transport spend that is non-discretionary might amount to three 
quarters of the budget, and this may have implications on where spending cuts 
can be made.208 

Capital expenditure 
13. A number of witnesses suggested that budgetary constraints would have a 
particular impact on capital spending on transport. 

14. Alex Macaulay of SEStran argued that transport investment is, and has 
historically been, very dependent on capital, so “under the current projections we 
are facing substantial cuts in transport spending”.209 Professor Iain Docherty told 
the Committee that he thought the construction of the new Forth crossing would go 
ahead but that “it will probably take the lion’s share, if not the entirety, of the 
capital budget that is available for transport over the lifetime of the scheme and 
leave very little behind”.210 Professor David Gray suggested a similar scenario 
when he told the Committee that— 

“The [Glasgow] subway will go ahead because Strathclyde partnership for 
transport is borrowing the money and the Edinburgh to Glasgow rail 
enhancements will probably happen but, beyond that, I cannot see many new 
projects going forward.”211 

15. Dave Duthie of HITRANS told the Committee that “the question is what on 
earth we can do outwith the core projects, which I accept we must progress”.212 

                                            
206 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
20 April 2010, Col 2765 
207 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
27 April 2010, Col 2884 
208 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
20 April 2010, Col 2784 
209 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
27 April 2010, Col 2869 
210 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
20 April 2010, Col 2788 
211 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
20 April 2010, Col 2786 
212 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
27 April 2010, Col 2884 
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16. Professor Iain Docherty told the Committee that “the other schemes that may 
survive may be those that are, in effect, funded by moving capital expenditure into 
the revenue account”213 and highlighted a model of “wrapping up major road 
construction and long-term DBFO [Design, Build, Finance and Operate] 
packages”214 which he suggested could result in potential savings if the 
maintenance of the existing network can be packaged into the deal. The use of the 
regulated asset base of Network Rail in relation to the funding of the Edinburgh to 
Glasgow rail improvement project was also highlighted. However, Professor 
Docherty cautioned that— 

“We are probably at the limits of the affordability envelope now; I do not think 
that we can add much more on to our debit balance.”215 

17. The Minister for Transport, Infrastructure and Climate Change told the 
Committee that— 

“Transport capital spending comes from a number of sources so, in a sense, 
there is not necessarily a financial tension between some of the choices that 
one makes in that regard. For example, a substantial proportion of the 
investment that we make in railways is through the regulated asset base.”216 

18. The Minister also noted that the finance for the Borders Rail project will be 
via a non-profit distributing route and the Forth replacement crossing “will be 
funded from our own resources”.217 In relation to the 29 interventions recorded in 
the Strategic Transport Projects Review, the Minister stated that “our decisions will 
be based on the availability of funding”.218 

Local authority and Regional Transport Project (RTP) spending on transport 
19. As well as reductions in capital expenditure, the Committee heard that cuts in 
public spending might have implications for local authority transport budgets and 
regional transport partnership budgets. Professor David Gray, for example, 
commented that “when local authorities start to receive a diminishing budget, local 
transport services will be big losers”.219 

20. Jim Valentine, Chair of the Society of Chief Officers of Transportation in 
Scotland (SCOTS) explained that SCOTS was “looking at reductions [in budgets] 
of between 12 and 20 per cent”.220 Dave Duthie of HITRANS noted that local 
                                            
213 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
20 April 2010, Col 2788 
214 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
20 April 2010, Col 2789 
215 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
20 April 2010, Col 2788 
216 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 4 
May 2010, Col 2944 
217 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 4 
May 2010, Col 2946 
218 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 4 
May 2010, Col 2948 
219 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
20 April 2010, Col 2785 
220 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
27 April 2010, Col 2868 
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authorities would have to make a choice as to whether to make cuts evenly across 
spending areas, or whether to make disproportionate cuts in transport spending.221 

21. Dave Duthie also highlighted the fact that local authorities will have other 
priorities, including, for example, education and care for the elderly, which could 
take priority over transport spending during a period of financial constraint; and 
this could have implications for the provision of key transport links, such as bus 
services in rural areas. 

22. Professor David Gray highlighted two areas which might be particularly 
adversely affected: road maintenance and capital grants to regional transport 
partnerships.222 The issue of road maintenance was mentioned by Jim Valentine 
of SCOTS, who expressed concern that when maintenance budgets are cut “the 
transport network is extremely vulnerable and fragile”.223  

23. Alex Macaulay of SEStran noted budgetary cuts which had already taken 
place at his regional transport partnership,224 and written evidence from 
SWestrans noted that it had recently initiated a ‘root and branch’ review of the 
local bus network to try to address escalating costs.225  

24. The Committee raised with witnesses the potential impact which budget 
reductions could have on local authorities’ ability to support socially necessary bus 
services that are not commercially viable. Jim Valentine of SCOTS commented— 

“There will definitely be an impact… I fear that it will hit social inclusion and 
education. However, much will depend on where the cuts fall and on whether 
we can provide services in other ways, working with our community planning 
partners and the health service.”226 

Conclusion on overall transport budget 
25. The Committee notes that the Minister is currently unwilling to 
speculate on the scale of potential cuts to the transport budget and in what 
areas spending reductions might take place. However, it is clear from 
evidence from academics and local authority and RTP representatives that 
significant cuts are widely anticipated.  

26. These cuts are likely to affect capital budgets and local authority 
transport spending in particular. In addition, the new Forth crossing, if 
approved by Parliament, is likely to account for a very significant proportion 
of future available transport capital spend, with there being limited scope for 
any other investment in new capital projects, beyond those funded by 
                                            
221 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
27 April 2010, Col 2868 
222 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
20 April 2010, Col 2794 
223 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
27 April 2010, Col 2868 
224 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
27 April 2010, Col 2868 
225 SWestrans. Written submission to the Transport, Infrastructure and Climate Change Committee.  
226 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
27 April 2010, Col 2879 
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alternative funding arrangements, such as the Edinburgh to Glasgow rail 
improvement and the Borders Rail project. At a local authority level, it is 
likely that road maintenance budgets and regional transport partnership 
funding will come under particular pressure. 

27. The Committee draws the attention of the Finance Committee to these 
likely serious constraints on future transport spending and their possible 
implications, in the current absence of any alternative capital funding 
mechanisms.  

Potential savings 

28. The Committee questioned witnesses on whether there were any areas of 
the transport budget where savings could be made. In evidence to the Committee, 
Professor Iain Docherty noted two particular areas of transport expenditure which 
he felt might warrant examination in the context of the reduced budgets in the 
future: spending on Scotland’s railways and spending on the concessionary fares 
scheme.  

Railways 
29. Professor Docherty commented in relation to expenditure on Scotland’s 
railways that “…in round terms, the railways cost us 400 per cent of the figure that 
they cost before privatisation”.227 He went on to raise the question as to whether 
structural change in the rail industry in Scotland might deliver cost savings, for 
example ‘vertical integration’ in which rail services and rail infrastructure are 
delivered by the same body.228 

30. Steve Montgomery, the Managing Director of First Scotrail, told the 
Committee that— 

“A lot will depend on what Government wants and whether the private sector 
runs the whole operation or it begins to go back into public ownership. One 
issue is whether we would have the same level of investment in the ScotRail 
franchise if it were not in the private sector.”229 

31. In a written submission, Network Rail stated that since it had taken over 
ownership of, and operational responsibility for, the railway infrastructure, it had 
delivered 29 per cent efficiencies between 2004/05–2008/09 and has a target to 
reduce costs by another 23 per cent over the next five years. Network Rail argued 
that “the current structure of the railway industry is delivering continual 
improvements to the benefit of passengers and the taxpayer”.230 

                                            
227 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
20 April 2010, Col 2794 
228 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
20 April 2010, Col 2795 
229 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
27 April 2010, Col 2815 
230 Network Rail. Written submission to the Transport, Infrastructure and Climate Change 
Committee. 
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32. The Minister for Transport, Infrastructure and Climate Change did not 
specifically comment in evidence on the issue of structural change to the rail 
industry in Scotland, or on the concept of vertical integration. However, he did 
state that Network Rail “is delivering for us, particularly on the Airdrie to Bathgate 
line, which has a fixed price and for which the risk is carried by Network Rail rather 
than us…”.231 He also noted that First ScotRail is “widely recognised as delivering 
effective services”.232 

33. The subject of structural change in the rail industry is an important one, 
which may be of particular relevance in times of budgetary constraints. The 
Committee, however, took only limited evidence on the issue during its 
evidence taking on the Budget Strategy Phase. The Committee also 
acknowledges that the UK Government rather than the Scottish Government 
has responsibility for Network Rail. The Committee is not in a position to 
make any recommendations on this subject, but would welcome views from 
the Scottish Government on any potential that might exist for delivering 
savings and best value from its expenditure on railways in Scotland. 

Concessionary fares 
34. Professor Iain Docherty and Professor David Gray both highlighted the 
budget allocated to concessionary fares – £194 million in 2010-11 – and raised the 
question as to whether this budget could come under pressure if overall transport 
expenditure is reduced. Professor David Gray suggested that the concessionary 
fares budget line was a “blank cheque, on which the amount being filled in is 
getting bigger each year” and that this was “unsustainable at a time when we are 
trying to close the wallet, not open it further”.233 

35. Some witnesses expressed concern that the cost of the concessionary fares 
scheme is likely to increase in future years, and that this would impact on transport 
budgets. Professor Gray commented that he feared “that, with an ageing 
population, the cost to the revenue budget is going to spiral out of control”234 and 
Alex Macaulay of SEStran noted that “the concessionary travel scheme will 
undoubtedly continue to be under pressure financially”.235 

36. Some witnesses suggested ways in which the concessionary fares scheme 
could be amended, and indicated that as well as making cost savings, this could 
have the effect of improving and making the scheme more sustainable in the 
longer term. Professor Gray highlighted the idea of setting a maximum number of 

                                            
231 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 4 
May 2010, Col 2951 
232 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 4 
May 2010, Col 2952 
233 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
20 April 2010, Col 2803 
234 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
20 April 2010, Col 2803 
235 Scottish Parliament Transport, Infrastructure and Climate Change Committee. Official Report, 
27 April 2010, Col 2883 
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annual trips per cardholder.236 Professor  Docherty told the Committee that he did 
not believe this— 

“…would in any way diminish the utility of the scheme for the people whose 
lives are made safer, more included and more comfortable by it. We want to 
help those people. However, we probably do not want to subsidise the 
famous man in a suit who is over 60 and commutes to work for free….”237 

37. Professor Gray also raised the idea of a scheme in which a fixed amount of 
subsidy could be put on to a smart card for each individual in an eligible group, so 
that they could spend it on bus travel or, potentially, other modes of transport such 
as air or ferry travel.238 Dave Duthie of HITRANS noted that the concessionary 
fares scheme could be focused on helping to ensure access to hospitals and other 
services.239 

38. George Mair of the Confederation of Passenger Transport told the 
Committee that many of the ideas for amending the scheme which had been 
raised in evidence were considered in the 2006 review of the scheme, but had 
been discounted.240 He stated— 

“There was nothing new in the things that the previous witnesses quoted. 
They formed part of the review and the Government decided, for its own 
reasons, not to adopt those options. The Government decided, under the 
three-year review that we agreed with it, that there would be no change to the 
eligibility criteria.”241 

39. The Minister for Transport, Infrastructure and Climate Change told the 
Committee that he had no plans to change the eligibility criteria for the 
concessionary travel scheme— 

“We have carried out the review. We have made it clear that we will not 
change the eligibility for the scheme or the scope of the services that are 
delivered.”242 

40. The Committee notes the clear statement from the Minister that the 
Scottish Government has no plans to alter the eligibility criteria for the 
concessionary fares scheme. The Committee also notes, however, that the 
implication of this statement is that if the overall transport budget is to be 
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reduced, then cuts may need to fall on other – as yet unspecified – budget 
lines. 

Strategies for responding to budget reductions 

41. The Committee questioned witnesses on whether new approaches might 
need to taken to improve the effectiveness of transport spending if budgets are 
significantly reduced.  

42. Increased sharing of services between public bodies was noted in evidence 
as one potential approach. Representatives of local authorities and RTPs 
highlighted, for example, potential opportunities for sharing services, such as the 
provision of real time bus information and demand-responsive transport, although 
they cautioned that sharing services would not always be appropriate or 
practical.243 Phil Matthews of the Sustainable Development Commission Scotland 
suggested that “perhaps more collaborative working at the local level with a focus 
on sustainability would prove to be beneficial to services and would help to cut 
costs across the public sector”.244 

43. The possibility of greater integration of transport delivery bodies in some 
areas was also mentioned. Jim Valentine of SCOTS cited, for example, the work 
undertaken by his organisation, the Society of Local Authority Chief Executives, 
the Scottish Government and Transport Scotland on road-gritting during the recent 
severe winter weather. He commented— 

“…once you start working together, you begin to see other opportunities at 
both management and operational level. After all, there must be duplication 
of effort and in back-office support in certain areas.”245 

44. He went on to suggest that the only way local authorities might be able to 
keep specialist in-house teams at a local authority level in areas such as accident 
investigation and prevention, hydrology or ground investigation, might be through 
working with other agencies or bodies.246 

45. Dave Watson of Unison, however, expressed some scepticism as to whether 
sharing services would in fact reduce costs, and noted that it might have a 
negative environmental impact if staff are required to travel greater distances as 
part of their work.247 

46. The Committee also heard that new sources of funding might need to be 
identified in the event of future transport budget cuts. Dave Duthie of HITRANS 
noted, for example, that— 
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“Most of the RTPs, including HITRANS and SEStran, have been successful 
in using funding that has historically come through Government and local 
authorities to gain European funding to develop services.”248 

47. The Committee also heard that reductions in transport budgets may 
necessitate changing the focus of transport spending in the future. Professor 
David Gray suggested that money should be directed towards medium to smaller-
scale projects, such as park and ride schemes and active travel, rather than large 
scale infrastructure projects. He argued that “such projects cost much less and will 
deliver better value for money in the short to medium term than will the larger 
projects that we cannot afford”.249 The idea of focussing investment on areas such 
as active travel was supported by Alex Macaulay of SEStran, who commented 
that— 

“The health, environmental, social and value-for-money benefits of investing 
in active travel in general are significantly higher than the benefits that would 
be achieved from major infrastructure investment.”250 

48. The Minister for Transport, Infrastructure and Climate Change told the 
Committee that out of £76 million of consequentials from the UK budget that had 
just been passed, the Scottish Government intended to spend £10 million on 
sustainable transport.251 

49. The Committee believes that investment in smaller projects which 
involve less capital spend may be a trend of future transport spending. 
Investment in areas such as active travel will also help to contribute towards 
the climate change agenda, which is the subject of the next section of the 
Committee’s report. 

CLIMATE CHANGE 

Impact of the recession 

50. The Committee took evidence on how future budgetary constraints might 
impact on Scotland’s ability to tackle climate change. John Barrett of the 
Stockholm Environment Institute made the point that there was a strong 
relationship between economic growth and emissions252 and that “potentially we 
are looking at a reduction in emissions of between 6 and 9 per cent due to the 
recession”.253 However he also argued that— 
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“We cannot have economic growth traded off against climate change. We 
need to identify the policies that move towards both.”254 

Maintaining progress on climate change 

51. The Committee sought views on how policy makers could respond to a 
requirement to cut budgets, but in a way that did not harm initiatives to tackle 
climate change. 

52. The Committee heard that spending constraints could provide an opportunity 
to redirect money away from large infrastructure projects, towards more 
sustainable projects. The Committee has noted, above, the comments made in 
support of active travel investment by Professors Docherty and Gray. Phil 
Matthews of the Sustainable Development Commission Scotland also suggested 
that there could be spending “not on large capital investment but on direct 
community engagement coupled with modest investment in infrastructure”.255  

53. John Barrett argued that “in a way, there is no reason why money saving and 
carbon reduction policies cannot go hand in hand” and pointed to reductions in 
spending on road projects as an example.256 He also noted the opportunities for 
cost and carbon savings which could exist in the pharmaceutical sector of the NHS 
which he suggested was “not only […] one of the most carbon-intensive sectors 
but incurs great expenditure and great waste”.257 Duncan McLaren of Friends of 
the Earth Scotland and Stop Climate Chaos argued— 

“Emissions savings can be made through efficiency measures—doing the 
same things more efficiently, particularly in energy and transport terms. One 
of the key tools for that is cross-compliance to get carbon benefits from 
expenditure that might have another primary purpose.”258 

54. Duncan McLaren also raised the possibility that investment in certain 
initiatives to reduce carbon emissions could allow budget reductions in other 
budget lines. For example, investment in cycling could reduce obesity rates, which 
could result in savings to the health budget.259 

55. There was some concern expressed, however, that reductions in spending 
might negatively impact on initiatives to address climate change.260 John Barrett 
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spoke of his concern that certain environmental initiatives would be selected for 
immediate cuts in a time of reduced budgets.261 

56. A number of witnesses highlighted areas in which they felt spending should 
be maintained. John Barrett told the Committee that he “would certainly prioritise 
as a key item of expenditure the retrofit programmes that need to be carried out 
quickly and in a radical way”.262 Phil Matthews acknowledged current financial 
constraints, but argued in favour of investment in community energy 
improvements.263  

57. Chas Booth of the Association for the Conservation of Energy told the 
Committee that his organisation had carried out research suggesting that up to 
£3.10 of lifetime savings can be delivered for every £1 invested in energy 
efficiency. He spoke of an “invest-to-save approach”264 and commented— 

“Energy efficiency is one of the rare things in which you get your money 
back: it has a negative net cost.”265 

58. Some witnesses expressed concern that certain efficiency measures 
proposed in response to budgetary constraints might negatively affect the 
environment. Dave Watson of Unison, for example, highlighted the fact that 
centralisation of the delivery of some services might lead to unnecessary 
additional travel.266 

59. The Committee also heard some views which supported changes to the 
structure and funding of public sector delivery of climate change objectives. The 
Committee has already highlighted, above, the suggestion of collaborative working 
between public bodies. Phil Matthews argued that “Government should look at 
other investment models and at other ways of bringing in finance” and highlighted 
the suggestion of “possible seed money from central Government, changes to the 
timeframe within which costs and benefits are analysed, and different ways of 
doing things”.267 Duncan McLaren raised the issue of green taxation.268 

60. As with the transport budget, the Minister for Transport, Infrastructure and 
Climate Change declined to speculate on the implications of reductions in public 
spending on climate change related spending. He told the Committee— 
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“We have laid out our budget for the current year. It shows the different areas 
that we have identified for spending. I am pointing to the fact that there is 
uncertainty about whether the allocation of funds to Scotland will allow us to 
deliver on that budget, which the Parliament voted on and agreed to earlier 
this year.”269 

61. When asked about the funding which might be available for the public sector 
to take forward its responsibilities under the Climate Change (Scotland) Act 2009, 
the Minister stated— 

“Part of the reason why we sit down and talk and listen to one another is to 
understand which things are relatively easy to do and can be done within the 
financial envelopes in which we operate and those that we will have to defer 
until another day.”270 

Conclusion on climate change 

62. The Committee believes that constraints on public sector budgets 
should be treated as an opportunity for the climate change agenda rather 
than as threat. For example, the Committee notes the comments of many 
witnesses that reductions in public spending may mean that smaller or 
medium sized projects may take the place of large capital projects. Such an 
approach could result in more sustainable transport projects obtaining 
funding. The Committee also notes the comments of witnesses such as 
John Barrett who stated “I hope that, when times are tough, we will look for 
policies that will both have significant social benefits and affect greenhouse 
gas emissions”.271 The Committee urges the Finance Committee to 
encourage the Scottish Government to consider these suggestions 
positively as it develops its draft budget proposals for 2011-12. 

63. The Committee believes it will be important that when budget cuts are 
being made, policy makers fully consider the impact on climate change 
policies of their decisions. The Committee notes the views of Duncan 
McLaren that “there is a need for a greenhouse gas emissions criterion 
within budgetary processes”.272 Work is underway on such an assessment. 
The Committee believes that it is as important that carbon assessment of 
spending is carried out in times of reduced spending as in times of growth. 
It looks forward to considering any improvements made to the carbon 
assessment methodology when the draft budget is published later in the 
year and to assessing whether it is having a tangible impact on the 
budgetary process. 
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64.  The Committee also notes that the Minister did not comment 
specifically on the question of the funding provided to public bodies to fulfil 
their duties under the Climate Change (Scotland) Act 2009. This will be an 
important issue which the Committee will want to monitor during its ongoing 
scrutiny of future Scottish Government budgets. The Committee also notes 
that if spending in order to reduce emissions is deferred, this could result in 
higher financial costs to meet climate change targets in the longer term. 
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EXTRACT FROM THE MINUTES OF THE TRANSPORT, INFRASTRUCTURE AND CLIMATE 
CHANGE COMMITTEE 

 
 

TRANSPORT, INFRASTRUCTURE AND CLIMATE CHANGE COMMITTEE 

EXTRACT FROM THE MINUTES 

7th Meeting, 2010 (Session 3) Tuesday 16 March 2010 
 
Budget Strategy 2011-12 (in private): The Committee agreed its approach to the scrutiny of the 
Scottish Government's Budget Strategy 2011-12. 
 
 

TRANSPORT, INFRASTRUCTURE AND CLIMATE CHANGE COMMITTEE 

EXTRACT FROM THE MINUTES 

10th Meeting, 2010 (Session 3) Tuesday 20 April 2010 
 
Budget Strategy 2011-12: The Committee heard evidence on the Budget Strategy 2011-12 
from— 

Professor David Gray, Centre for Transport Policy, The Robert Gordon University; 
Professor Iain Docherty, Senior Lecturer, Department of Management, University of 
Glasgow; 
Steve Montgomery, Managing Director, First ScotRail;  
Kenny McPhail, Finance Director and Deputy Managing Director, First ScotRail; 
George Mair, Director, Confederation of Passenger Transport Scotland; 
Paul White, Public Affairs Executive, Confederation of Passenger Transport Scotland. 

 
Budget Strategy 2011-12- 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 
those witnesses giving evidence. 
 
 

TRANSPORT, INFRASTRUCTURE AND CLIMATE CHANGE COMMITTEE 

EXTRACT FROM THE MINUTES 

11th Meeting, 2010 (Session 3) Tuesday 27 April 2010 
 

Budget Strategy 2011-12: The Committee heard evidence on the Budget Strategy 2011-12 
from— 

Alex Macaulay, Partnership Director, South East of Scotland Transport Partnership; 
Dave Duthie, Partnership Director, Highlands and Islands Transport Partnership; 
Jim Valentine, Chair, Society of Chief Officers of Transportation in Scotland. 

 
 

TRANSPORT, INFRASTRUCTURE AND CLIMATE CHANGE COMMITTEE 

EXTRACT FROM THE MINUTES 

12th Meeting, 2010 (Session 3) Tuesday 4 May 2010 
 

Budget Strategy Phase 2011-12: The Committee heard evidence at the Budget Strategy Phase 
2011-12 from— 

John Barrett, Senior Research Associate, Stockholm Environment Institute; 
Phil Matthews, Senior Policy Advisor, Sustainable Development Commission Scotland; 
Dave Watson, Scottish Organiser, UNISON; 
Duncan McLaren, Chief Executive, Friends of the Earth Scotland; 
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Chas Booth, Senior Press and Parliamentary Officer, Association for the Conservation of 
Energy; 
Stewart Stevenson MSP, Minister for Transport, Infrastructure, and Climate Change;  
David Middleton, Chief Executive, Transport Scotland;  
Dr Janet Egdell, Head of Transport Strategy, Scottish Government; 
Gavin Barrie, Head of Unit, Climate Change Policy, Scottish Government. 

 
Budget Strategy Phase 2011-12 (in private): The Committee considered the evidence heard 
during the Budget Strategy Phase 2011-12.  
 
 
 

TRANSPORT, INFRASTRUCTURE AND CLIMATE CHANGE COMMITTEE 
EXTRACT FROM THE MINUTES 

 
11th Meeting, 2010 (Session 3) Tuesday 11 May 2010 

 
Budget Strategy Phase 2011-12 (in private): The Committee agreed to defer consideration of a 
draft report to the Finance Committee at the Budget Strategy Phase 2011-12 to its next meeting. 
 
 

TRANSPORT, INFRASTRUCTURE AND CLIMATE CHANGE COMMITTEE 
EXTRACT FROM THE MINUTES 

 
12th Meeting, 2010 (Session 3) Tuesday 18 May 2010 

 
Budget Strategy Phase 2011-12 (in private): The Committee considered a draft report to the 
Finance Committee at the Budget Strategy Phase 2011-12. The report was agreed to, subject to a 
number of amendments to be agreed by correspondence. 
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