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___ 
Your ref:  Scottish Government’s Draft Budget 2018-19 – EJFW Committee response  
 
28 February 2018 
 
Dear Mr Lindhurst, 
 
Scottish Parliament EJFW Committee – Report on the Draft Budget 2017-18 
 
The Scottish Government very much welcomes the Economy, Jobs and Fair Work 
Committee’s consideration of the Scottish Government’s draft budget for 2018/19. 
 
Following its publication, I am writing in response to the substantive issues the Committee 
have raised.  Responses to these can be found in the attached annex. 
 

 
 

 
 
 

KEITH BROWN MSP 
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ANNEX A 
 

The Scottish Government welcomes the Committee’s consideration.  Responses to 
each of the Committee’s substantive recommendations for the Scottish Government 
are presented below. 
 
Enterprise Spending 
  
40. Further to the Cabinet Secretary’s letter of 8 January in which he advised us that 
publication of the implementation plan for the Scottish National Investment Bank was 
“not due before February”, and noting his undertaking to provide us with more 
information in due course, we request in particular more detail on the bank’s role, 
purpose and direction.  
 
As noted Mr Brown wrote to the Convener of the Economy, Jobs and Fair Work Committee 
on 8 January following his appearance at Committee on 19 December. Mr Brown agreed to 
share the details of the activities of the Scottish National Investment Bank with the 
Committee once these were confirmed.  He stated that the formal Implementation Plan from 
Mr Benny Higgins and his Advisory Group was not due before February, and will therefore 
respond in due course. 
 
The Implementation Plan will be published shortly and Mr Brown will update Committee 
following the publication of the plan. 
 
43. Noting the Cabinet Secretary’s comments (see paragraph 29) about the work 
undertaken by Scottish Enterprise which cannot be reported due to commercial 
confidentiality, the Committee will seek an informal briefing from the agency.  
 

Scottish Enterprise including representatives from SDI met with the Committee for an 
informal session on the 20th February. 
 
44. Having discussed the role of the Strategic Board with the Cabinet Secretary, the 
emphasis being on its role in seeking better alignment, we will seek a briefing from 
the board as soon as possible.  
 
A verbal briefing was arranged from officials on 20 February and the Committee heard from 
the Chair on 27 February. 
 
45. Internationalisation is something our predecessor committee looked at, but is 
increasingly topical in light of leaving the EU and future trade scenarios. It is not the 
central focus of our current inquiry into Scotland’s economic performance, but – 
given the linkages to growth and productivity – will doubtless feature in the 
discussion. We note also the gap in robust trade data for Scotland, a matter which has 
been raised in our economic data inquiry and the basis of a recommendation directed 
at both the Scottish Government and Office for National Statistics.  
 
The Scottish Government are currently exploring options on how it can improve the range, 
quality and timing of trade data to help meet increasing user needs. This also involves 
working with relevant data suppliers including the use of new data from ONS and HMRC. We 
also await the recommendations from the EJFW Committee’s inquiry into the quality of 
Scottish economic data, where trade data featured prominently in the discussion. 
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In addition to these responses to the Committee’s specific recommendations, please find 
below some additional responses to other points made in the report. 
 
16: HIE claims its community and place-based interventions contribute to the SG’s 
inclusive growth agenda 
 
HIE strategically prioritises its community and place based interventions on communities 
experiencing challenges of either fragility or employment deficit.  This coordinated 
investment, often in partnership with others, enhances cohesion and improves the 
attractiveness and sustainability of those communities and their economies contributing to 
the inclusive growth agenda. 

 
18.  (The report notes on a number of occasions the perception of some in the 
business community that) Scottish Enterprise’s focus is mostly on larger companies 
and there is a gap in support for SMEs.   
 
With a view to the forthcoming Committee inquiry on business support it is worth noting the 
Enterprise Agencies positions.  SE note that 80% of direct company funding from SE is 
awarded to SMEs, exceeding £65 million for this financial year.  Over 8,000 SMEs will 
benefit from a range of support services delivered by SE this financial year focusing on 
business growth. 
 

HIE focusses on businesses with growth potential and the majority of direct financial 
assistance provided to business has been to small and medium sized enterprises.  Over the 
last three years, more than £48 million (64%) of HIE funding to account managed companies 
was directed at SMEs.  In addition, HIE provides a range of other innovative support services 
that helps balance their budget whilst achieving the optimum result for the region’s economy 
as a whole.  

 

18.  The time taken by Scottish enterprise to process Regional Selective Assistance 
(RSA) grant applications is too long 
 
Whilst always receptive to feedback on performance, Scottish Enterprise note in the current 
financial year (2017/18), the average turnaround time across all companies offered RSA was 
19 days (against target of 40 days).  There have been very few projects in the West Lothian 
Council area (seven since 1 April 2015).  This financial year (2017/18) there has only been 
one case; and it was appraised within the target timescales. 

 

18.  The business support landscape is quite cluttered 

 

Both agencies are committed to working collaboratively with partners including the Scottish 
Government to create an improved system of business support across Scotland. This 
includes redeveloping their digital offering to customers.  This will help streamline 
information, making it easier to navigate details about products and services available and 
more easily identify those that are most suitable for a customer.  

 
Infrastructure 
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68. There is a degree of imprecision with the spending plans for infrastructure, given 
factors such as the impact of the European Investment Bank’s decision on UK 
projects, and the change in treatment of NPD-budgeted work. The Committee wishes 
to be updated as and when the picture becomes more defined.  
 
The Draft Budget sets out the annual allocations for portfolios, including the amounts 
required for infrastructure spending in a given year but does not set out long term spending 
plans for infrastructure. These are set out in the Infrastructure Investment Plan, last 
published in December 2015, and reported on to the Public Audit and Post Legislative 
Scrutiny Committee on a six-monthly basis. The Scottish Government recognise that 
infrastructure spending is of interest to other committees including individual subject 
committees and will ensure that this committee is kept up to date 
 
69. We also ask the Scottish Government to reflect – given the decision not to 
establish a Scottish Infrastructure Commission – how it can best secure cross-party 
support for its projects, plan beyond political cycles, focus on evidence-based 
decision making, ensure investment is prioritised for low carbon projects, and – 
accounting for the interrelationships – take a cross-sectoral view.  
 
It is recognised that there is a need for better co-ordination of infrastructure planning at a 
national and regional level which is why we have established The National Infrastructure 
Delivery Group. It is intended that the group will have a number of roles including, supporting 
the creation and delivery of Development Plans; ensuring that knowledge about future 
growth helps to prioritise future infrastructure spend; working with local government and 
developers to broker solutions and encouraging greater co-ordination between development 
plan and infrastructure strategies. Infrastructure providers from all sectors have been offered 
a place on the group as there are a wide range of providers within Scotland. 
 
The delivery group will support an infrastructure first approach to planning and development, 
recognising the importance of maximising the use of and maintaining existing infrastructure 
as well as aligning infrastructure with planned development. 
 
Future iterations of the Infrastructure Investment Plan and National Planning Framework will 
be closely aligned. The Infrastructure Investment Board also has a role in providing strategic 
direction to shape future investment priorities, including the commitment to increase low 
carbon infrastructure. 
  
70. The Committee requests details of how financial transactions are currently used in 
the calculation of the Scottish Government's 5% borrowing cap, specifically whether 
FT spend is included in the total DEL denominator.  
 
FT spend is included in total HM Treasury budget limits (previously referred to as Total 
Departmental Expenditure Limit – TDEL) therefore is included in the denominator in the 5% 
model. 
 
In addition to these responses to the Committee’s specific recommendations please find 
below some additional responses to other points made in the report 
 
56. As in previous years, financial transactions repayments (FT) are not included in 
the list of borrowing commitments. Also in previous years FT spend was not included 
in the definition of total DEL. 
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FTs are included in the total DEL figures 
 
67. Asked  whether £234 million of the £450 million ceiling for borrowing was already 
on the balance sheet, officials said they would clarify in writing. Mr Brown added “it 
does not affect the infrastructure…it simply means that the projects will be paid for in 
a different way”.  
  
A response was provided to the committee in relation to this point on 8 January 2018: 
 
In 2017-18 the capital budget cover that was required for NPD projects was £234 million.  
This was factored into the capital allocations within the 2017-18 Draft Budget which included 
the expectation that we would utilise the full £450 million in borrowing available in 2017-18. 
This remains the case. 
 
 
Fuel Poverty 
 
88. When we heard from the Scottish Fuel Poverty Strategic Working Group during 
last year’s budget scrutiny, Professor Sigsworth, its chair, told us it was momentum 
and not hiatus that was now needed. Failure to meet the statutory target of eradicating 
fuel poverty by November 2016 so far as reasonably practicable has since been 
confirmed. The Committee also encouraged the Scottish Government to examine 
forthcoming policy initiatives through a fuel poverty lens: the energy strategy, climate 
change plan, fairer Scotland action plan, newly devolved welfare powers, the Energy 
Companies Obligation and Scotland‘s Energy Efficiency Programme. Better 
collaboration across the sectors must be a priority, we said, other budgets better 
aligned, and greater emphasis given to affordable warmth.  
 
Following the recommendations of the Fuel Poverty Strategic Working Group, the Cabinet 
Secretary for Communities, Social Security and Equalities chaired a cross-Government 
meeting with relevant Ministers to discuss how all portfolios could work together in resolving 
fuel poverty.  A number of actions were agreed at the meeting, which will be taken forward 
as part of the new fuel poverty strategy. 
 
In addition, fuel poverty is at the heart Scotland’s Energy Efficiency Programme (SEEP), the 
new long-term programme for improving the energy efficiency of all Scotland’s buildings and 
decarbonising the heat supply. 
 
The final Energy Strategy (published 20 December 2017) sets “an inclusive energy 
transition” as one of its three guiding principles, and places greater emphasis on consumer 
engagement and protection than was the case in the draft Energy Strategy on which the 
Committee responded in June 2017. 
 
There has been close collaboration between Energy and Housing Departments of the 
Scottish Government in the development of SEEP and the Energy Strategy to ensure 
sufficient consideration of fuel poverty concerns.  
 
89. The Committee will explore further – informed by our consideration of the draft 
energy strategy in 2017 – the collaboration across sectors and alignment of budgets 
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and targets when we come to look at the Scottish Government’s recently published 
Energy Strategy.  
 
90. A recurring finding in this Committee’s and our predecessor’s budget scrutiny (in 
2014 and 2015) has been the need to fully assess the scale of fuel poverty. In each of 
these years, and last year, we recommended a robust and up-to-date cost analysis. If 
it is our ambition to end fuel poverty, we must understand the measure of the reality 
behind the concept.  
 
91. We recommend therefore that the Scottish Government include in the financial 
memorandum for the forthcoming Warm Homes Bill a fully costed assessment of what 
it will take to end fuel poverty. We consider this would accord with the 
accountability/scrutiny theme as highlighted in the Scottish Government’s response 
to the reports of the Scottish Fuel Poverty Strategic Working Group and the Rural Fuel 
Poverty Task Force.  
 
As recommended by the 2 fuel poverty working groups we are currently consulting on a new 
fuel poverty strategy that will inform a Warm Homes Bill to be laid before Parliament before 
summer recess.  Prior to this we will publish a draft fuel poverty strategy and a routemap for 
SEEP.  As part of the development of SEEP we will undertake modelling that will enable us 
to determine the resources required to meet a range of standards we will set out in the 
routemap. 
 
However, it is important to note that it is very challenging to produce a robust assessment of 
the financial costs of ending fuel poverty, largely because the key driver behind fuel poverty 
is the price of energy, which is beyond the Scottish Government’s control. 
 
92. Given the Existing Homes Alliance’s view that the current spend on energy 
efficiency and combatting fuel poverty of £141.9 million represented “a reduction on 
what was spent in 2015/16” and the Scottish Government’s statement that it was on 
track to meet the £0.5 billion commitment over four years for energy efficiency “in the 
round”, the Committee requests a breakdown of how much of that four-year sum will 
be for domestic and how much for non-domestic properties.  
 
The total SEEP-related budget for 2017-18 was £141.9m (made up of £114.1m for fuel 
poverty and domestic energy efficiency plus £27.8m for non-domestic energy efficiency and 
heat decarbonisation).  The draft budget is making available a further £144.1m in 2018-19 
(£114.3m for fuel poverty and domestic energy efficiency plus £29.8m for non-domestic).  
This shows we are well on track to meet our commitment to make available more than 
£500m for resolving fuel poverty and improving the energy efficiency of Scotland’s buildings 
over the 4 years to 2020-21.  The tables below provide a breakdown of budget by category 
and by programme.  Budgets for 2019-20 and 2020-21 will be submitted to Parliament in 
future Budget Bills.  Please note that the Existing Homes Alliance figures only relate to fuel 
poverty and domestic energy efficiency whereas we always been clear that SEEP includes 
non-domestic energy efficiency and heat decarbonisation. 
 
Spend by year 

 2017-18 2018-19 

 CDEL RDEL FTs Total CDEL RDEL FTs Total 

Domestic 74 10.1 30 114.1 72 12.3 30 114.3 

Non- 9.3 12 6.5 27.8 8.3 15 6.5 29.8 
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Spend by programme 
 

 2018-19 budget per programme still to be confirmed 

 2017-18 draft budget allocated as follows 
 

Domestic (£m) Non-domestic (£m) 

HEEPS: ABS 47   

Warmer Homes Scotland 19   

Home Energy Scotland / 
advice & support 

10.1 Resource efficient Scotland / 
non domestic and heat advice / 
support for supply chain 

6.3 

SEEP Pilots 7 Seep pilots (inc LHEES) 5 

Loans cashback 1   

Home Energy Scotland 
Loans  

30 Loans (SMEs, public sector 
and District heating and 
microgen) 

16.5 

Total 114.1 Total 27.8 

 
 
 
Women in Enterprise Framework 
 
97.  The Committee’s No Small Change: The Economic Potential Of Closing The 
Gender Pay Gap report27 sought development of a suite of indicators to measure the 
underlying causes of the gap. In budget-related correspondence the Scottish 
Government referred to its Gender Index Working Paper – aimed at improving 
Scotland’s evidence base on gender and exploring the development of domains and 
statistical indicators designed to aid policy making. The Committee asks (just as we 
have done via our economic data report) to be kept updated as that work progresses. 
The gendering of economic development spending – as Women’s Enterprise Scotland 
stated – is critical.  
 
The Scottish Government notes this request and would be happy to ensure the Committee is 
kept updated. 
 
Timing of this year’s budget and future approach to budget scrutiny 
 
101. The Committee welcomes the co-operation of Scottish Enterprise and HIE in 
seeking to fulfil our request that they publish their annual reports by the end of 
August (so enabling us to take evidence from them for the purposes of in-year/full-
year budget scrutiny). We recommend the Scottish Government and Audit Scotland 
adjust their processes in order to allow the enterprise agencies to do so. We shall 
continue to pursue more meaningful scrutiny of the enterprise agencies in this way, 
examining their spending plans as they become clearer during the year.  
 

domestic 

SEEP 
Total 

83.3 22.1 36.5 141.9 80.3 27.3 36.5 144.1 
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Both enterprise agencies remain committed to achieving an earlier publication date of their 
Annual Report and Accounts, and are working towards an end of August publication date in 
order to assist the Committee’s scrutiny of the budget.   
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