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FINANCE COMMITTEE

AGENDA

26th Meeting, 2000 (Session 1)

Monday 20 November 2000

The Committee will meet at 9.45 am in the Council Chamber, Aberdeen Town
House, Broad Street, Aberdeen to consider the following agenda items:

At approximately 9.45 am

1. 2001/02 Budget Process: The Committee will take evidence on the Scottish
Executive’s spending proposals from –

Mr Douglas Paterson, Chief Executive, Aberdeen City Council

Cllr Raymond Bisset, Convener, Aberdeenshire Council

Mr Alan Campbell, Chief Executive, Aberdeenshire Council

Mr Charles Armstrong, Director of Finance,  Aberdeenshire Council

Mr William Howie, Director, Voluntary Service Aberdeen

Mr Barry Richards, Deputy Director, Voluntary Service Aberdeen

Mr Ken Ledingham, Social Work Manager, Voluntary Service
Aberdeen

At approximately 10.40 am

Mr Bill Boyes, Director of Finance, Grampian Health Board

Dr Adrian Graves, University Secretary, Robert Gordon University

Prof. Frank McIntosh, Assistant Principal, Robert Gordon University

Mr Mike Ord, Finance Director, The University of Aberdeen
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At approximately 11.40am

Amanda Harvie, Chief Executive, Aberdeen Chamber of Commerce

Mr Ed Gillespie, Chief Executive, Scottish Enterprise Grampian

Mr Colin Donald, Director of Finance, Scottish Enterprise Grampian

At approximately 1.30 pm

2. Committee Business (in private): The Committee will discuss how it wishes
to handle the evidence taking session.

3. 2001/02 Budget Process: The Committee will take evidence on the
Executive’s spending proposals from –

Angus MacKay MSP, Minister for Finance and Local Government

4. The Budget (Scotland) Act 2000 (Amendment) (No. 2) Order 2000 (SSI
2000/draft):  The Committee will debate motion S1M-1321 in the name of
Angus MacKay to approve the draft order.

Callum Thomson
Clerk to the Committee

Room G.6, Committee Chambers
Tel. 0131 348 5215

Email: callum.thomson@scottish.parliament.uk
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The papers for this meeting are:

Agenda Items 1 and 3

Making a Difference for Scotland – Spending Plans for
Scotland 2001-02 to 2003-04 Published by the Executive

Paper from Parliament Research Centre

Supplementary Paper from Parliament’s Research
Centre

Budget Stage 2 reports from the following Committees

� Education, Culture and Sport

� Enterprise and Lifelong Learning

� Equal Opportunities

� Health and Community Care

� Justice and Home Affairs

� Local Government

� Rural Affairs

� Social Inclusion, Housing and Voluntary Sector

� Transport and the Environment

Agenda Item 4

The Budget (Scotland) Act 2000 (Amendment) (No. 2)
Order 2000

Scotland’s Budget Documents 2000/01

39th Report by the Subordinate Legislation Committee

members are reminded
to bring their copy

private paper

private paper

FI/00/26/1

members are reminded
to bring their copies of
the following reports

FI/00/25/3

FI/00/25/4

FI/00/25/5

FI/00/25/6

FI/00/25/7

FI/00/25/8

FI/00/25/9

FI/00/25/10
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EDUCATION, CULTURE AND SPORT COMMITTEE

REPORT TO FINANCE COMMITTEE ON BUDGET PROCESS STAGE 2

15 November 2000

INTRODUCTION
1. The Education Culture and Sport Committee reports to the Finance Committee as

follows:

2. Since this Committee reported to the Finance Committee on the Education
Department’s proposals contained in Investing in You, the Executive has published
its draft budget for 2001-2002 and spending plans for 2002-03 and 2003-04 in
Making a Difference for Scotland.  The Minister responded to the Committee’s report
in September. The Committee’s Report at Stage, 1 dated 2 June 2000 and the text
of the Minister’s response dated 5 September 2000 are included as Annexes 1 and 2
of this report.

3. This paper outlines the issues raised by the Committee in its Stage 1 report and the
Minister’s response to these; the education proposals in Making a Difference for
Scotland, the Committee’s questions on these and the Department’s response; and
the final recommendations of the Committee.

THE COMMITTEE’S STAGE 1 REPORT AND THE MINISTER’S RESPONSE
4. The report to the Finance Committee on the Education Department’s budget

proposals expressed a number of concerns and needs for further information.

5. Concerns:
• poor presentation of information, in particular lack of clarity about the relationship

between objectives, initiatives and targets
• lack of baseline information to assess targets set
• risk of over-emphasis on quantifiable indicators
• risk to independent research base in Scotland due to removal of funding from

SCRE

6. Further information sought on:
• unallocated spending
• particular policy areas, especially the cultural strategy and teachers’ pay
• the impact of inflationary pressures on spending and the scope for efficiency

savings within the budget
• the use of evaluation and scope for reporting of interim findings to the Committee
• how finance and guidance is used to promote cross agency working
• equality proofing and addressing of equal opportunities issues in education

7. The Committee also noted its future intention to examine more closely the balance of
use of GAE (grant-aided expenditure) and Specific Grants in Executive funding to
local authorities.
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MINISTER’S RESPONSE
8. The Minister responded to the Committee’s report in a letter to the Convener of 5

September (see Annex 2).  Most of the concerns raised by the Committee were to be
addressed by a wide-ranging review of the way that information on budgets is
presented to Parliament.  This review would take place in the late autumn and the
Minister confirmed that the Committee’s comments would be taken into account.

9. On the issue of research funding, the Minister wrote separately to the Convenor on 3
July.  The Minister’s response focused on the value of selective competitive
tendering for the research and research services currently undertaken by SCRE.

10. On unallocated spending, the following amounts were allocated subsequent to
Investing in You (as confirmed in the Minister’s letter to the Convener of 5
September):
• £32m for raising standards
• £3m for a review of youth crime
• £2m for the National Cultural Strategy
• £5m for development of PPP projects to upgrade school estates

11. On the cultural strategy, the Strategy was launched and funding allocated on 16
August. On teachers’ pay, the recommendations made by the McCrone Committee
are currently being considered by the Implementation Group.  The Minister’s letter
sets out his reluctance to provide further information on funds for this area while
implementation remains undecided.  The Implementation Group was announced on
12 September and is due to report by the end of the year.

12. The remainder of the Committee’s requests for further information are to be
addressed in the review of budget information presented to Parliament. These are:
• the inflationary pressures and efficiency issues
• interim reports from evaluations
• promotion of cross-agency working
• equal opportunities issues

MAKING A DIFFERENCE FOR SCOTLAND
13. This document relates to Stage 2 of the Executive’s spending allocation process.  It

gives overall amounts for the Scottish budget, overall amounts for Departmental
spending and provides figures to level II for each Department.  For 2001-02 there is
a draft budget, while for 2002-03 and 2003-04 spending plans are given.

14. The draft budget takes account of changes to overall expenditure arising from UK
and Scottish Executive spending reviews.  The draft budget has also been drawn up
on the basis of the Executive’s new accounting system.  Previous figures were
based on the cash accounting format, while the new figures are drawn up on an
accruals basis (the Resource Accounting and Budgeting system).

15. Making a Difference for Scotland contains 2 pages on proposed expenditure for
Education, Arts, Sport and Culture.  The figures given are not properly comparable
with the overall figures given in Investing In You due to the changes arising from the
spending reviews and the new basis of accounting. In addition, there will be a further
spending review before 2003-04, so these figures will be subject to change.
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16. Table 1 below gives total expenditure and level II figures (in real terms) for the
Education Department.

Table 1: Education Department spending plans, £m, 2000-2004

2000-01 2001-02 2002-03 2003-04
Schools 156.1 137.8 181.9 220.1
Children and
Young People

169.1 170.2 170.5 169.1

National
Institutions

36.9 38.0 38.9 39.2

Other Arts and
Sport

53.8 59.8 60.1 61.4

Built heritage &
monuments

33.8 36.4 37.0 36.5

Scottish Public
Pensions
Agency

291.1 269.5 262.8 307.7

TOTAL 740.7 711.7 751.1 829.6

COMMITTEE QUESTIONS
17. At its meeting of 1 November 2000, the Committee agreed to raise the following

issues with the Executive:
• The Committee was disappointed that level III figures were not available.  It did

not wish the absence of level III information to be a precedent for future years,
and it felt that without detailed information at that level, the process of involving
the Committees in the budget process becomes meaningless.

• The Committee requested breakdowns of proposed expenditure for Gaelic
education, and for grants to voluntary and community organisations.

• The Committee was concerned that the figures given in Making a Difference for
Scotland are not properly comparable with the overall figures given in Investing in
You due to the changes arising from the spending reviews and the new basis of
accounting.

• The Committee was concerned at the lack of level II figures on the New Deal and
on specific grants in Making a Difference.

• The Committee requested explanations for the proposed decreases in funding in
some areas in some years, for example on schools for 2001- 02.

• The Committee was concerned about the potential impact on the educational
research community of the removal of core funding from the SCRE.

• The Committee requested information on the implications for the Education
Department’s budget proposals of the reorganisation of Ministerial responsibilities
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EXECUTIVE RESPONSE
18. The reply of the Education Department to the above questions was received on 14

November 2000 and is included as Annex 3 of this report.  Its response is
summarised as follows:
• In relation to the provision of Level III information,  the format of ‘Investing in You’

is the subject of a general review.

• Breakdowns of proposed expenditure for Gaelic education and grants to
voluntary and community organisations are enclosed in the information provided.
(Annex 3)

• An explanation of the impact of Resource Accounting and Budgeting has
previously been circulated to MSPs.

• An explanation is provided of the absence of level II figures on the New Deal for
Schools, and on specific grants.

• The decline in provision in central government spending on schools arises from
the decision to change the balance between central and local government
spending.  Aggregate provision increases rather than declines.  The reduction in
the figures relating to the Scottish Public Pensions Agency arises because
provision is demand led and is based on actuarial calculations.

• Information is provided on plans for securing independent research evidence and
on transitional financial support for the SCRE.

• The reorganisation of Ministerial responsibilities has no implications for total
resources available to education, although Ministers will be able to change
allocations to meet priorities as they see them.

CONCLUSIONS AND RECOMMENDATIONS
19. The Committee discussed the Executive’s response at its meeting on 15 November

2000, and its conclusions and recommendations to the Finance Committee as follows:

20. The Committee remains dissatisfied with the level of information which was
provided to it.  It remains of the view that, in order for the Committee to undertake
a meaningful analysis of the Executive’s spending plans, then figures at Level III
need to be provided at an early stage. This would provide the appropriate
opportunity for the Minister to discuss the Executive’s plans at a meeting of the
Committee.

21. The Committee notes that continued funding for some voluntary organisations
does not appear to be planned after the financial year 2001/2002.   The Committee
wishes to seek information on what is expected to happen to such organisations
at the expiry of their 3-year funding programmes.

22. The Committee recommends that information be provided which indicates
whether Executive support for voluntary organisations is moving from annual to
3-year funding programmes.

23. Information on support for voluntary organisations should be supplied in a form
which enables information to be tracked, from the point at which funding is
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provided by the Executive, to  the output measures which are achieved by the
organisations in receipt of funds.  In particular the Committee is concerned that
much of this is unavailable, because it is channelled through GAE to local
authorities, and therefore not shown in the figures.

24. The Committee is of the view that more information is required than has been
included in the Executive’s response, in order to explain the year on year
decreases in funding which are indicated in the Level II figures.
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ANNEX 1

EDUCATION CULTURE AND SPORT COMMITTEE

REPORT TO FINANCE COMMITTEE ON EDUCATION DEPARTMENT’S
BUDGET PROPOSALS

1. The Committee welcomes the opportunity to participate in scrutiny of the Executive’s
spending plans.  Due to the late publication of the Executive’s report, and the commitment
of the Committee’s time to Stage 2 scrutiny of the Standards in Scotland's Schools etc. Bill,
the Committee’s involvement has been limited to some initial correspondence with
Departmental officials and a short evidence session with the Minister for Education and
Children.  It was clearly not possible in this time to examine all areas of the budget or to
seek alternative views from outside.  The Committee notes that its work programme for the
year ahead, including inquiries into special needs and school infrastructure, will provide
valuable evidence which can be brought to bear on next year’s budget scrutiny.

Departmental aims and objectives

2. The Department’s aims and objectives are clear in themselves but the Committee
found the presentation of the report very unhelpful in judging whether the targets are
realistic and whether the proposed spending is consistent with the identified priorities.  It
was particularly difficult to link the spending summaries to the objectives and targets or to
identify which of the initiatives mentioned were intended to contribute towards which target.
We recognise that the link between targets and spending will not always be a simple one to
one relationship – spending in a particular area may contribute to the achievement of more
than one aim – but we found the presentation in this year’s report did little to assist the
Committee’s understanding of how and why spending had been allocated.

3. Clearly in this area there is likely to be a direct relationship between the achievement
of targets and the resources available.  In some cases this will be more easily quantified
than others.  For example, as we discussed with the Minister, the demand for pre-school
places for three and four year olds is by definition limited and therefore fairly easy to
quantify and cost.  Other areas –for example, the commitment to mainstream education for
children with special educational needs – are far more open-ended.  This makes it all the
more important that there is clarity about the level – and purpose - of resources allocated to
such areas.

4. A further difficulty is that targets are presented without any information about the
current baseline and rate of progress, making it difficult to assess how stretching or
achievable targets actually are.

5. Finally, we note the risk in this area that the focus will be on quantifiable indicators
rather than the more difficult to define qualitative measures.  This is something that the
Committee has discussed regularly during its consideration of the Standards in Scotland's
Schools etc. Bill.  The Executive will have to address this issue in the context of the national
priorities in education, currently out for consultation.  These priorities are likely to inform the
way in which objectives and targets are identified in future years.
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Planned current and capital expenditure

6. As indicated above, the Committee’s detailed consideration of the spending sub-
programmes was hampered by the lack of clarity about the links between the sub-
programme elements and specific initiatives.

7. We also note from the Minister’s evidence that there are some significant sums of
money not yet allocated, for both this year and future years.  Some of these relate to the
additional money arising from the Chancellor of the Exchequer’s budget announcement.
Others we assume reflect policy decisions not yet taken within the Executive.  There are
some major areas of potential expenditure where the direction of policy is not yet clear: in
particular, the National Cultural Strategy (due to be published this summer) and the
recommendations of the McCrone Committee of Inquiry into professional conditions of
service for teachers.

8. In the limited time available we were not able to look in detail at the factors
underpinning the education budget and the extent to which flexibility exists to alter spending
decisions in the short term.  We note, however, that the Executive’s responses on issues
such as the impact of inflationary pressures and the scope of efficiency savings were
minimal.  These may well be factors we want to explore in more detail in future.

9. The bulk of education expenditure is allocated to local authorities as part of GAE and
it is for them to determine spending priorities in the light of statutory obligations and local
needs.  There are also significant amounts of specific grant allocated through the
Excellence Fund to address a wide range of particular Government priorities.  There is an
inevitable tension between local flexibility for authorities and the desire to ensure delivery of
Government priorities.  Without specific grants, the situation may arise where the
Government promises additional spending which then appears to local users not to have
been delivered because the authority has chosen to divert some of the funding to its own
alternative priorities.  This is an issue that the Committee intends to look at further in future
as it is crucial to understanding the relationship between the Executive and local authorities
who are responsible for delivering the bulk of the Government’s school education agenda.

10. The Committee considered carefully the issue of evaluation and research. On
evaluation, the Minister’s responses acknowledged that this is an area where the
Department could improve on its past approach.   In terms of evaluation, we welcome the
Minister’s intention to build this into initiatives from the beginning – as has been done, for
example, with the major current pilot of new community schools.  We expect to see
increasing openness about the approaches to, and results of, evaluation and the way in
which the results are being used to review targets.   Inevitably there are time lags before
monitoring information is available, and these will vary between targets, but we see value in
the Committee being updated on progress mid-year and not simply after a year when
spending plans are rolled forward.

11. The Minister also made clear that he is looking for a change of direction in the
Department’s approach to research.  In this context, we note the Executive’s decision to
change the funding basis for the Scottish Council for Research in Education.  The
Committee has not yet had the opportunity to discuss this with SCRE or with the wider
research community.  We are concerned, though, that funding changes should not threaten
the independent research base in Scotland.  We will be seeking further reassurance from
the Executive that these changes are consistent with the Minister’s wish to see research
proposals more strongly driven by the field rather than the Department.
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12. The Department encompasses a number of cross-cutting areas; of particular
importance is SEED’s overarching role in co-ordinating policy for children and young
people.  We welcome the establishment of the Children and Young People’s Group to
promote better co-ordination within the Department.  We recognise – as does the
Department – that the barriers between different agencies at local level, including the
barrier of different funding streams, are at least as significant as those within the Executive.
We do not at this stage see much evidence within the funding plans of moves to address
this.

Equal opportunities

13. The Committee has not this year had the opportunity to assess the equal
opportunities implications of the Department’s spending plans.  We note that there are
some significant areas which deserve fuller exploration: for example, the differences in
achievement between boys and girls at secondary school and the differences in the
proportion of boys and girls in local authority care.  Childcare provision also has significant
equal opportunities implications in relation both to men’s and women’s participation in the
workforce and to children’s future progress at school.  It also highlights the potential
imbalances in access to services between rural and urban areas which we consider to have
important implications for equality of opportunity.

14. The Executive’s report does not provide sufficient statistical information or context
about the extent to which policy has been equality proofed.  We suggest that in future years
the report should include relevant factual and other information to enable the Committee to
assess the impact of spending plans on equal opportunities.

2 June 2000
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ANNEX 2

Minister for Children &. Education
Sam Galbralth MSP 
Victoria Quay
Edinburgh EH6 6QQ

Mary Mulligan MSP 
Convener 
Education, Culture and Sport Committee
Scottish Parliament
George IV Bridge 
EDINBURGH
EH99 lSP

5 September 2000

Dear Mary

EDUCATION, CULTURE AND SPORT COMMITTEE REPORT TO THE FINANCE
COMMITTEE ON THE EDUCATION DEPARTMENT’s BUDGET PROPOSALS

In its report on Stage 1 of the 2001-02 budget process the Finance Committee included a
recommendation that the Executive respond to each of the subject committees’ reports prior
to the announcement of the Stage 2 expenditure proposals. I am now writing in response to
that recommendation and offer the following comments on the Education, Culture and Sport
Committee’s report to the Finance Committee.

Paragraphs 2-6 of the Committee’s report make comments on the presentation of the report
"Investing in You", on the difficulties of linking outputs and targets with spending of
resources, and on the nature of the targets themselves including baselines, rates of
progress and qualitative measures. The Finance Committee made similar comments in its
report and Jack McConnell indicated in his response to Mike Watson that there is to be a
review of the way information is provided to the Parliament. This review will take place in
the late Autumn and will build on an assessment of the experiences from Phase 1 of the
budget process. The points made in your Committee’s report will be taken into account in
the review.

The Committee noted that there were significant sums of money not yet allocated, including
funds from the Chancellor of the Exchequer’s budget announcement (paragraph 7). A
number of allocations have now been announced from those budget funds including £32
million for additional resources to be used for raising standards in schools; £3 million for a
review of youth crime; £2 million for funding aspects of the National Cultural Strategy and
£5 million support for initial development costs of PPP projects aimed at Strategic
improvement of the school estate. The report makes specific mention of major areas of
potential spending where the policy direction was not clear at the time of my appearance
before the Committee, namely the National Cultural Strategy and the recommendations of
the McCrone Committee. The National Cultural Strategy was launched on 16 August and at
the launch Rhona Brankin announced a package of measures to kickstart the strategy
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including the promotion of excellence in the traditional arts and a restructuring fund for
museums.

Decisions have not yet been taken on the implementation of the McCrone Committee
recommendations - that will depend on the outcome of the work of the Implementation
Group. At this stage, therefore, there is no fixed set of costs for the implementation. It is
therefore inappropriate to allocate fixed amounts at this stage, but rather it is prudent to
retain sufficient funds to allow flexibility to respond to the implementation proposals as they
become known. Furthermore, I consider that it would be undesirable to influence
negotiations by giving precise indications of the way in which financial planning for the
outcome is being handled. For these reasons, I am not in a position to give any further
information on unallocated funds at present.

I note the Committee’s intention in future to explore in more detail the impact of inflationary
pressures and the scope for efficiency savings, (paragraph.8). This is a matter which should
be considered as part of the review process.

I welcome the Committee’s intention to look further at the issue of tension between local
flexibility for local authorities and the desire to ensure delivery of Government priorities
(paragraph 9). I look forward to hearing the outcome of the Committee’s deliberations.

The Committee has welcomed my intention to build evaluation into initiatives from the
beginning and I can give assurance that this process will be an open one. The Committee
has indicated that it sees value in being updated on progress mid-year (paragraph 10). This
may be difficult to achieve given current processes of information gathering. However, the
matter will-be considered in the review process.

The Committee’s report expresses its concern that changes in the funding of research
should not threaten the independent research base in Scotland (paragraph 11). I wrote
separately to you on this matter on 3 July.

Paragraph 12 of the report indicates that the Committee does not at this stage see much
evidence within the funding plans of moves to address barriers between different agencies
at local level which impair action to address cross-cutting issues. The Executive places high
priority on addressing cross-cutting issues, and your report acknowledges the
establishment of the Children and Young People Group to promote better co-ordination.
Through the spending review process we are considering how the various funding streams
could be brought together to work more effectively towards common aims.

Finally; the report refers to equal opportunities issues in education (paragraphs 13 and 14)
and suggests that in future years the budget report should include relevant factual and
other information to enable the Committee to assess the impact of spending plans on equal
opportunities. This is an issue which is being considered centrally within the Executive and
will also be taken into account in the review of budget information.

I trust that this response to the various issues raised is satisfactory for the Committee’s
purposes, and we look forward to participating in the review in the Autumn.

I am copying this letter to Jack McConnell.

SAM GALBRAITH
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ANNEX 3
Education Department
John Elvidge, Head of Department

Mr Martin Verity
Clerk
Education, Culture and Sport Committee
Room 2.07
Committee Chambers
George IV Bridge
Edinburgh
EH99 1SP

Victoria Quay
Edinburgh EH6 6QQ

Telephone: 0131-244 1481
Fax: 0131-244 1475
ps/ed@scotland.gsi.gov.uk
http://www.scotland.gov.uk

Date: November 2000

Dear Mr Verity
BUDGET STAGE 2

Thank you for your letter of 2 November in which you set out the Education, Culture and Sport
Committee’s comments and indicate that the Committee wishes to clear Stage 2 of the budget
process by correspondence.

The Committee has commented on the absence of Level III information in the published documents.
The Committee should be aware, as indicated in Mr Galbraith’s letter of 5 September to
Mrs Mulligan, that the format of ‘Investing in You’ is the subject of a general review.

Turning to the Committee’s specific points:

• Breakdowns of proposed expenditure for Gaelic education and for grants to voluntary and
community organisations are attached.

• An explanation of the impact of Resource Accounting and Budgeting (RAB) was set out in the
Minister for Finance’s letter of 14 September 2000 to all MSP’s.

• The New Deal for Schools initiative will end in 2001-02.  The decisions taken as a result of
SR2000 did not impact on the established provision of £26.7m in each of the years 2000-01 and
2001-02.  For the purposes of this summary table the remaining provision was subsumed into the
Schools line.  The greater part of provision disbursed as a specific grant by the Education
Department is contained in the Excellence Fund.  This was established at the time of the
Comprehensive Spending Review and was intended to continue until 2001-02.  Decisions have
still to be made on the treatment of its constituent parts post 2001-02, as between continuation as
a specific grant or inclusion in GAE.  For that reason it was not possible to include a line which
would detail specific grant provision for the period outlined in the table.
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• Two areas within the table appear to show instances of year on year decreases.
Provision for central government spending on Schools reduces from £159.6m in 2000-
01 to £144.4m in 2001-02.  However, aggregate provision for spending on schools by
central and local government increases rather than declines.  The decline in provision for
central government spending arises from the decision to change the balance in 2001-02
between central and local government spending, partly to provide resources to enable
local authorities to meet the costs of the settlement based on the McCrone Report.

• The other reduction is in the figures relating to the Scottish Public Pensions Agency.  This
is spending which is demand led and is dependant on the number of scheme members for
both the NHS and teachers’ pensions schemes.  The figures for allocated provision in the
table are the product of actuarial assumptions and calculations.

• Ministers are concerned to secure the highest quality of independent research evidence,
and to strengthen the education research base in Scotland.  SCRE is currently dependent
on the regular renewal of a non-competitive contract for research services.  Ministers plan
to make that contract open to all potential bidders from 2003, thereby enhancing the
competition to deliver high quality research and securing value for money for the
Executive.  To enable SCRE to respond to this change, the Department is currently in
negotiation with SCRE to give transitional financial support over the next three years.
This will help it become established as a viable independent body, able to compete fairly
with others for the full range of educational research contracts.

• The reorganisation of Ministerial responsibilities has no implications for the total of
resources available to education, although it will be open to new Ministers to change
allocations to meet priorities as they see them.

I hope the Committee will find this helpful.  Please let me know if you require any further
information.

Yours sincerely

STEVEN SZYMOSZOWSKYJ
ED-DCLO
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Appendix

BREAKDOWN OF GAELIC EXPENDITURE PLANS BY ORGANISATION

2000-01
£k

Provisional
2001-02 Budget

£k
Gaelic Education

Scheme of Specific Grants 2,634,000 2,834,000

Gaelic Pre-school Grant Scheme 300,000 300,000

Gaelic In-service Teacher Training 200,000 200,000

Secondary Course Development 25,000 25,000

National Gaelic Resource Centre 80,000 80,000

Total Gaelic Education 3,239,000 3,439,000

Gaelic Cultural Organisations

Comunn na Gaidhlig 300,000 300,000

Comann An Luchd-Ionnsachaidh 22,100 22,100

An Comunn Gaidhealach 100,000 100,000

Proiseact nan Ealan 43,000 43,000

Comhairle nan Sgoiltean Araich 143,000 143,000

Total Gaelic Organisations 608,100 608,100

Other Cultural Grants

Columba Initiative 128,000 128,000

Cultural Grants 2,900 2,900

Sabhal Mor Ostaig 250,000

Total Other Cultural Grants 130,900 380,900

Total Cultural Grants 739,000 989,000

Comataidh Craolaidh Gaidhlig 8,500,000 8,500,000

TOTAL GAELIC SPENDING 12,478,000 12,928,000

Of the remaining Gaelic organisations mentioned by the Committee:

Comunn nam Pàrant, Feisean na Gaidheal and Comhairle nan Leabharaichean are funded by
the Scottish Arts Council.
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Community Education Grant Scheme
Organisations in receipt of 3 Year

funding 2000- 2003

ORGANISATION 2000-2001 2001-2002 2002-2003
Boys Brigade 37,595 37,595 37,595
Campaigners 6,695 6,695 6,695

Fairbridge in Scotland * 44,290 44,290
# Lead Scotland 72,100 72,100 72,100
# Learning Link 24,720 24,720 24,720

Scottish Centres 59,000 59,000 59,000
Scottish Crusaders 6,695 6,695 6,695

# Scottish Dyslexia Association 27,810 27,810 27,810
Scottish National Council of YMCAs 56,650 56,650 56,650

Scout Association 30,900 30,900 30,900
# Workers Educational Association* 221,450 221,450

Youth Clubs Scotland* 77,250 77,250
YouthLink Scotland 95,300 95,300 95,300

YWCA of Great Britain 47,380 47,380 47,380

TOTAL 807,835 807,835 464,845

* Awarded 3 Year grant in 1999-00

All figures for 2001-2002 & 2002-03
subject to review

Organisations in receipt of 1-year
funding: 2000-2001

ORGANISATION 2000-2001
Abernethy Trust 6,180

Boys & Girls Clubs of Scotland 14,420
Caledonian Award 6,180

Community Service Volunteers 64,890
# Discovery Award 4,300

Duke of Edinburgh’s Award Scheme 20,085
Fast Forward 50,470
Girls Brigade 11,845

Guide Association 16,480
International Voluntary Service 7,725

Iona Community 6,180
Ocean Youth Trust 21,630

PHAB Scotland 24,205
Play Scotland 29,355

Scottish Assoc of Young Farmers
Clubs

57,422

Scottish Chess Association 8,858
Scottish Conservation Projects 28,067

# Scottish Pre-Retirement Council 10,000
# Scottish Trades Union Congress 16,350
# Scottish Women’s Rural Institute 38,500

SSC (A Club for the Youth of Scotland) 5,500
Tangents 20,600

Venture Scotland 10,300
Woodcraft Folk 10,300
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# Workbase 7,340

TOTAL 497,182

GRAND TOTAL 1,305,017

# organisations transferring to ELLD
from 1/4/01
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Enterprise and Lifelong Learning Committee

Report to Finance Committee

At the meeting of 1st November 2000, the Committee took evidence from the new Deputy
Minister for Enterprise and Lifelong Learning, Alasdair Morrison, and from Eddie Frizzell,
Head of Enterprise and Lifelong Learning Department and Douglas Baird, Team Leader for
Enterprise and Lifelong Learning, Finance Department.

Members expressed concern on the following items:

•  Funding of Higher Education research – the need to avoid “retention” of funding by
SHEFC, but to ensure that all funding is passed on, particularly given the “front loading”
of the three years funding projection.

•  The substantial amount of unallocated funds

•  The need to ensure that FE Colleges follow through in devoting adequate resources to
“inclusion” initiatives.

•  Highlands and Islands Enterprise - unallocated funds that should have been part of HIE
monies last year.  Concern about the real terms funding decline for HIE over 2000-01 to
2003-04, despite the fact that some of the accounting reallocations from Scottish
Enterprise have not yet fed through (eg for ILAs, Modern Apprenticeships).

•  Tourism - that the guarantees to ring-fence monies through Local Authorities was not
working.  Recognition that STB spend is not the sum of all tourism spend in Scotland.
That with the incorporation of monies in the Scottish Enterprise and HIE budgets
specifically for tourism, it was difficult to calculate the total spend on tourism.  This
analysis is important to allow a more accurate comparison with other countries.

•  Ossian Website - the cost of setting up this site and the percentage of total project costs
allocated to consultants.

•  The amount of the budget that was clawed back by the Executive’s Finance Department
last year was 25% of the unallocated funding, and whether the intention was to target
the same proportion for claw back this year.

•  That funds for HIE should be allocated to enable them to benefit from work undertaken
by Scottish Enterprise that would be relevant eg. K-Web

•  That funds should be allocated for equality monitoring on ethnicity, gender, disability,
rurality in across all areas of the Enterprise and Lifelong Learning Department, not just
for Further and Higher Education

•  That it was impossible to make real sense of the effect of the different budget allocations
unless the Committee had an indication of the targets and outputs expected.  Past
performance target (throughput and outcome), and spend figures should be provided, as
should projected figures for the next three years.

•  Changed provision in October figures (Scotland’s Budget Documents 2000-01 Autumn
Budget Revisions), though not yet accepted budget revisions, should be explained.
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•  That indigenous businesses might not receive enough assistance, for example through

Regional Selective Assistance.

•  That any underspend might be the result of businesses not knowing funds were
available to help them and that internal marketing should be improved. Potential for
additional marketing effort to enable full spend of otherwise unallocated sums before the
year-end.

•  Concern that the overall growth rates of the Scottish Executive spend on enterprise and
lifelong learning may not be matching the equivalent growth rates in England and
Wales, particularly due to the creation of regional development agencies.   If this is the
case then there is concern that this may adversely affect Scotland’s competitive
position.

The Committee was satisfied with the evidence given by the Deputy Minister and his
executive officials, subject to the provision of further information.  This was provided by the
Scottish Executive within the timescale agreed and a copy of this written evidence is
attached.

Conclusion
The Committee is satisfied that the Enterprise and Lifelong Learning Department is
pursuing the aims and objectives which are consistent with its lines of responsibility, but
draws attention to the issues listed above and recommends that the Finance Committee
make reference to these in its final report.

Simon Watkins
Clerk
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   Finance

Simon Watkins Esq
Clerk to Enterprise and Lifelong Learning Committee
Room 2.7
Committee Chambers
The Scottish Parliament
EDINBURGH
EH99 1SP

Europa Building
450 Argyle Street
Glasgow  G2  8LG

Telephone: 0141-242 0160
Fax: 0141-242 0265
douglas.baird@scotland.gsi.gov.uk
http://www.scotland.gov.uk

Your ref:
Our ref:

Date: 3 November 2000

_____
_____

Dear Mr Watkins

ENTERPRISE AND LIFELONG LEARNING COMMITTEE:  25 MEETING:  SESSION 1 –
RESPONSE TO REQUESTS BY THE COMMITTEE FOR ADDITIONAL INFORMATION

I am responding on behalf of Alasdair Morrison, Deputy Minister for Enterprise, Lifelong Learning
and Gaelic to a series of questions for additional information which were raised by committee
members during Wednesday’s meeting. The Deputy Minister undertook to respond to the more
urgent of those requests by close of play on Friday 3 November.

I have discussed with the Deputy Minister the terms of the additional information now provided and
he is content.

It is normally the case with such requests that the deadline given for responding allows the transcript
of the proceedings to be examined to confirm the understanding of exactly what is required. In the
circumstances, I fully appreciate this will not be possible. I have therefore relied largely on notes
which were taken during the discussion and on your minute of the meeting to guide me on what
needs to be provided for Friday.

To simplify the process of co-ordination of individual responses to achieve a reply in the time
available, I concluded that the best way to respond is to provide the information in a series of
annexes, each annex dealing with one topic. I trust the committee will find this form of response both
acceptable and helpful.

The following annexes in respect of specific requests for information by Friday are attached:-

Annex 1 Tourism funding in Scotland.

Annex 2 Local authority grants to ATBs.

Annex 3 The New Deal in Scotland programme.

http://www.scotland.gov.uk/
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Annex 3A Training for Work – background note.

Annex 4 learndirect scotland (Scottish University for Industry Ltd).

Annex 5 Investment Assistance  and Regional Selective Assistance.

Annex 6 Differences between total expenditure for 2000-01 as stated in Investing in
You and the Autumn Budget Revisions.

Annex 7 Capital receipts reported in the Autumn Budget Revisions.

Annex 8 End Year Flexibility, the Central Reserve, and outcome of bids against both
for 2000-01.

As agreed, I am copying this letter to Callum Thomson, Clerk to the Finance Committee.

Yours sincerely

DOUGLAS BAIRD
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TOURISM FUNDING IN SCOTLAND

(a) The following table outlines the main sources of public sector funding for Scottish
Tourism:

1998-1999 £m 1999-2000 £m 2000-2001 £m
Scottish Tourist Board 20.3 19.3 24.6
Scottish Enterprise 19.4 19.4 19.4
Highlands & Islands
Enterprise

8.1 10 8.2

British Tourist
Authority

5 5 5

Local Authorities 7.4 7.5 7.8
Total 60.2 61.2 65

•  STB: spend on marketing, services to visitors, research etc activities plus support for
ATBs

•  SEn: spend on strategy and research, business development, training and facility
development. The £19.4 million figure is the 1997-98 spend.  Figures for subsequent
financial years are not available but are likely to be of a similar order.

•  HIE: spend on business programmes and projects and training

•  BTA: spend on promoting Scotland overseas

•  Local Authorities: grants to ATBs

(b) Direct support is also provided through the mechanism of European funds.

(c) The industry also benefits from support provided by the National Lottery including
the Millennium Commission and National Heritage Memorial Fund.

2. STB budget spending on OSSIAN for 2000/01:

•  Ossian development £1.8 million, of which £nil is for external consultants
•  Ossian PPP £250,000, of which £185,000 is for external consultants
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LOCAL AUTHORITY GRANTS TO ATBs

ATBs Local Authorities 2000-2001 (£)

Aberdeen and Grampian Aberdeen City 150,000

Aberdeenshire 300,000

Moray 165,000

Total 615,000

Angus & City of Dundee Angus 158,000

Dundee 246,000

Total 404,000

Argyll, the Isles, Loch Lomond,

Stirling and Trossachs

Argyll and Bute

Clackmannanshire

Falkirk

Stirling

West Dunbartonshire

170,000

28,800

57,000

235,400

57,700

Total 548,900

Ayrshire and Arran East Ayrshire 80,000

North Ayrshire 158,300

South Ayrshire 141,135

Total 379,435

Dumfries and Galloway Dumfries and

Galloway

350,000

Edinburgh & Lothians Edinburgh 989,600

East Lothian 200,000

West Lothian 59,755

Midlothian 35,000

Greater Glasgow and Clyde Valley Glasgow 1,908,000

East Dunbartonshire 0

East Renfrewshire 0

Inverclyde 40,000

North Lanarkshire 0

Renfrewshire 73,300

South Lanarkshire 97,000

Total 2,124,300

Highlands of Scotland Highland 487,523

Kingdom of Fife Fife 450,000

Orkney Orkney 198,696

Perthshire Perthshire 469,000
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Scottish Borders Scottish Borders 269,000

Shetland Shetland 130,000

Western Isles Western Isles 84,050

TOTAL 7,794,259

*  Note: These figures are as known June 2000, there may be minor changes as the
financial year progresses.
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THE NEW DEAL IN SCOTLAND PROGRAMME

Policy and management of New Deal are reserved.  The executive works together with a
range of partners - local enterprise companies, further education colleges, local authorities,
voluntary organisations - to support delivery of New Deal in Scotland.  The Department for
Education and Employment and the Employment Service are responsible for the expenditure
incurred. Expenditure for the New Deal programme is demand led. Current expenditure for
the year 2000-01 for New Deal 18-24 and 25+ prograammes in Scotland is £61.8m.
Employment Service (Scotland) is responsible for setting and monitoring performance
targets.

The following New Deal initiatives are currently operating across Scotland:

•  New Deal for Young People provides employment subsidies, training and work
experience for 18-24 year olds, unemployed over six months (with early entry for certain
disadvantaged groups)

•  New Deal for the Long-Term Unemployed provides employment subsidies and training
for over 25 year olds who have been unemployed for over two years (with early entry for
some vulnerable groups).  From April 2001 there will be enhanced provision, including
employment subsidies, training, work placements and work experience, for over 25 year
olds who have been unemployed for more than 18 months.

•  New Deal for Lone Parents offers a personal adviser service and training for lone parents
on income support

•  New Deal for Partners of Unemployed People provides a personal adviser service and
access to New Deal provision for partners of unemployed people, who have been on
Jobseeker’s Allowance for six months

•  New Deal 50 plus offers advice, employment credits and training for those aged 50 and
over, and their partners, who have been unemployed or inactive for 6 months or longer

New Deal for Disabled People offers advice and support to assist individuals in returning to
work.  It is currently being delivered on a pilot basis in Lanarkshire.  An announcement will
be made shortly about extending New Deal for Disabled People on a national basis.
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TRAINING FOR WORK (TfW)

BACKGROUND NOTE

1. Training for Work (TfW), is the Scottish Executive’s training programme for
those aged 25 and over who have been unemployed for 6 months or longer. This target
group is not covered by NEW DEAL for over 25 year olds (who need to have been
unemployed for over 2 years and claiming Job Seekers Allowance to qualify for NEW DEAL
support). TfW  aims to help people improve their work related skills through the
provision of appropriate training and structured work activity in line with assessed
needs. The programme is delivered by Scottish Enterprise and Highlands and Islands
Enterprise through the Local Enterprise Company (LEC) network.

2. TfW is focused on the 25+ group. There is no longer an upper age limit for joining the
programme, assuming that the basic eligibility rules are met.  Early entry to TfW is available
for those unemployed people who are particularly disadvantaged in the labour market.

4.  The Scottish Executive is considering the wider policy and strategy issues
surrounding future development of the programme, particularly how it can best support the
Welfare to Work, Lifelong Learning and Social Inclusion agendas. A consultation
document was published on 17 December 1999 and responses to this will help inform
the future position of the programme with regard to programme objectives, client
targeting and provision.

5. The budget allocation for SEn and HIE for 2000-2001 is £48m.

6. ACHIEVEMENTS

- TfW has assisted over 175,000 unemployed people since its launch in 1993.
- 50-60% of TfW leavers achieve positive outcomes – job, qualification or

progression to further education or training.

8. STATISTICS

Performance during 1999/2000 Agreed Target Achievement
Number of starts 14,000 15,300
Average number in training 9,500 8,135
Percentage with employed status 12% 17.73%
Percentage of leavers gaining a PO and/or a VQ 50% 77.06%
Percentage of leavers gaining a PO 35% 51.15%
Percentage of leavers gaining jobs as a VQ 33% 49.03%
Percentage of leavers gaining a VQ 22% 25.9%
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learndirect scotland (SCOTTISH UfI LTD)

Funding for Scottish UfI Ltd is:

2000-01 £8.9m
2001-02 £9m
2002-03 £8m
2003-04 £8m

The level of provision (for forward years an increase of a total of £10m over 3 years) reflects
the key position of learndirect scotland as a driver for developing a culture of lifelong
learning.  The provision includes the running of the contact centre (learndirect scotland
helpline) and website, the learning opportunities database, marketing and promotion of
learning, the commissioning of new learning materials, staff and ICT costs.

Performance measures and targets for learndirect scotland for the period 16 October 2000
(when services began) to 31 March 2002 were announced by Mr McLeish on 13 October in
response to a parliamentary question from Duncan McNeil MSP.  Under the terms of the
contract being agreed with the company, quarterly performance reports on progress against
targets will be received and considered at quarterly meetings with the company (with more
frequent meetings if required).  In his reply, Mr McLeish indicated that the appropriateness of
the performance measures and level of future targets will be reviewed in the light of
experience, and views on future targets would be welcomed.

Strategic Objectives Performance Measures Key Targets
Demand:
To stimulate participation in
lifelong learning.

Number of enquiries to
learndirect scotland information
services.

Number of hits on learndirect
scotland website.

Number of ‘learndirect scotland’
learners:

-returners to learning

-new learners

Increase the average annual
number of helpline calls from
26,000 (1998-99) to 120,000 by
2001-02.

300,000 average annual hits by
2001-02.

30,000 of which 15,000 in social
inclusion areas and 5,000 in
SMEs.
20,000 of which 8,000 in social
inclusion areas and 4,000 in
SMEs.

Information & Advice:
To provide impartial, helpful and
effective information and advice
on learning.

Customer satisfaction.

Up to date, comprehensive
learning opportunities database.

Overall quality of service rated
good or very good by 90% of
enquirers (1998-99 – 88%), by
2001-02.

95 % of entries reliable.

Learning:



FI/00/25/3

To facilitate provision of
appropriate learning centres,
materials and support.

Number and distribution of
learndirect scotland branded
learning centres.

Gaps in ICT based learning
materials addressed.

Appropriate level of support for
learners.

300 active branded centres for
learning, of which 100 in social
inclusion areas.

By March 2002 appropriate
packages available to address
identified gaps.

90% of all learning centre
facilitators with relevant level 3
or more qualifications, of which
25% of all with SVQ level 4 in
supported learning.

Learning Technologies:
To facilitate ICT based learning
to improve access and
experience.

Number of learners undertaking
learndirect scotland supported
ICT learning.

5,000 learners by March 2002.

Funding:
Income generation. Reduce dependency on public

funding.
Plans in place to raise income for
an increasing % of funding needs
in 2002-03 onwards.

Definitions:

1. ‘learndirect scotland learners’ will include:

•  registered learners who take advantage of the full learndirect scotland supported environment (tracking
systems, learner support systems etc); and

•  learners who are directly placed by learndirect scotland on appropriate courses which may be outwith the
learndirect scotland supported environment.

2. ‘new learners’ are individuals who have not been involved in any formal learning since
leaving school.

3. ‘returners to learning’ are individuals who have previously been involved in post-school
learning.

Scottish Executive
Enterprise and Lifelong Learning Department
November 2000
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INVESTMENT ASSISTANCE AND REGIONAL SELECTIVE ASSISTANCE

(1) Underspend

The RSA budget was not underspent in 99/00 because of any failure to publicise the scheme.
Expenditure forecasts are based on the anticipated achievement of jobs and capital
expenditure targets in projects which can last several years.  Delays are factored in to address
applicants’ optimistic assessment of progress but the considerable delay in the start of one or
two large projects in 99/00, coupled with the substantial increase in RSA recoveries
amounting to nearly £10 million resulted in a significant underspend.  This is not expected to
continue.  Already this year, RSA payments worth £27 million have been made (a further
£22 million are being processed) and current forecasts predict around £71 million (net) spend
for RSA in FY 00/01.

(2) Promotion of the Scheme

The Executive continues to make every effort, working with the LECs and Business
Gateways, to promote RSA and the new small grants scheme, Invest for Growth, in Scotland.
Since the new Assisted Area map was agreed in July, the Executive has carried out
17 seminars to businesses, LECs and other local delivery organisations, with yet more
planned.  In the same period, 2,000 Invest for Growth brochures and 1,000 RSA brochures
have been distributed to potential applicants and to appropriate business support
organisations.  Details of both schemes are available on the Scottish Executive and other
websites.

(3) Indigenous Support

Both schemes offer assistance to indigenous businesses as well as inward investors and 80%
of offers made are to indigenous applicants.  New start businesses and established businesses
are both eligible for assistance.

(4) Time taken to process applications and claims

There has been a perception in some sections of the business community that applying for
RSA was overly bureaucratic, particularly for smaller grants.  Invest for Growth, covering
grant offers up to £100,000, addresses this issue through a simplified application and faster
decision-making processes.  The time from application to decision has been halved to
21 working days for these smaller cases.  Once offers of assistance have been made, the
Executive expects to process grant claims within 10 days of receipt.  We have also introduced
continuous customer feedback to help reduce bureaucracy and improve efficiency.

Contact: Peter Ford
EIA: IA1
5th Floor
Meridian Court
Ext: 25674
3 November 2000
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DIFFERENCES BETWEEN TOTAL EXPENDITURE FOR 2000-01 AS STATED IN
INVESTING IN YOU AND THE AUTUMN BUDGET REVISIONS

2000-01
Total expenditure in Investing in You £1,880.9m

ADD total of Autumn Budget Revisions (page 49)       £96.3m

ADD (1) Student Loans (difference between full cost
and resource cost)      £120.3m

    ------------

(interim total)     £2097.5m

DEDUCT (2) Scottish Renewables Obligation         £12.9m
    -------------

Autumn Budget Revisions total     £2084.6m

(1) Investing in You shows the resource cost to the Scottish Executive of providing
Student Loans and includes an element for those students who will default on payment.
However, the Autumn Budget Revisions reflect the greater, actual cost of loans expected to be
paid out in the year. Therefore, the difference has to be added to the Investing in You total to
arrive at the Autumn Budget total.

(2) The Scottish Renewables Obligation requires public electricity suppliers to
purchase a proportion of electricity generation from renewable sources. This is at a greater
cost than purchasing equivalent levels of fossil fuel electricity generation. That cost is passed
on to customers through a small increase in electricity bills (known as the Fossil Fuel Levy).
The current levy rate is 0.8%.  This rate is reviewed annually by Ofgem. The money collected
in this way is passed to Ofgem who in due course return it to the electricity suppliers.

The money paid to Ofgem is classified as Central Government expenditure (and thus
is included in Investing in You). Receipts from the levy are classified as revenue and cannot
be deployed to offset CG expenditure. However, the expenditure and receipts are taken into
account in the Autumn Budget Revisions. Therefore this money has to be deducted, to arrive
at the Autumn Budget total.

I should make it clear that the Department has no role in the management of
expenditure and receipts of the SRO. Our role is confined to accounting for the financial
implications.
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CAPITAL RECEIPTS REPORTED IN THE AUTUMN BUDGET REVISIONS

The sum of –£24.713m in respect of Capital Receipts, as stated on page 49 of the Autumn
Budget Revisions, consists of the following:

•  Scottish Enterprise                          -£4.563m (Recovery of investment loans from Scottish
                                                                                 Enterprise)

•  Scottish Tourist Board                       -£0.1m (Recovery of funds from DTI, in respect of
                                                                                expenditure incurred by STB in relation to
                                                                                the development of the visitscotland IT
                                                                                system. A project funded by DTI).

•  Departmental Investment Assistance -£5.050m (Refund of grant for capital ventures
                                                                                    which were not carried through)

•  Student Awards Agency for Scotland –£15m  (Student repayment of loans to SLC)

It should be noted that the total amount of receipts stated is the same as originally stated in
Scotland’s Budget Documents (February 2000). There have been no adjustments as part of
the Autumn Budget Revisions.

.
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END YEAR FLEXIBILITY, THE CENTRAL RESERVE AND OUTCOME OF BIDS
AGAINST BOTH FOR 2000-01

1. The Department carried forward from financial year 1999-00 to 2000-01, an
underspend under the End Year Flexibility rules of £27m, after deduction of £9m as the 25%
contribution required to a Central Reserve.

2. The Department also carried forward unallocated provision at the end of 1999-00,
amounting to £36m (rounded), after deduction of £12m as the 25% contribution to the
Central Reserve.

3.  Thus, in total, the Department contributed £21m to the Central Reserve.

4. The Department made one bid on the Central Reserve for 2000-01, amounting to
£10m to enable further education colleges to comply with legislative requirements on
physical access for the disabled. That bid was successful.

5. The total of £63m (£27m + £36m) which formed the 75% of funding carried forward
into 2000-01 was added to the unallocated provision of £11m in this year’s budget. This
resulted in a new total of unallocated provision for this year of £74m.

6. On 26 July, the Minister agreed to a series of allocations, amounting to £47, from this
unallocated provision to meet a number of in-year pressures and new priorities which had
arisen. The balance of £27m is now being considered against further priorities and pressures,
which will require ministerial approval in due course. We shall provide the Committee with a
note of allocations made from this budget once approval has been obtained.

7. The issue of a deduction of funds carried forward from one year to the next under the
EYF rules for a Central Reserve, and the proportion of funds that should go towards the
Reserve, is a matter of financial policy for the Minister of Finance to consider in consultation
with his Cabinet colleagues. At the present time, it is not known, what rules, if any, will apply
to the carry forward of unspent funds from 2000-01 to 2001-02.

Finance – ELL
03 November 2000
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Finance

Simon Watkins Esq
Clerk to Enterprise and Lifelong Learning Committee
Room 2.7
Committee Chambers
The Scottish Parliament
EDINBURGH
EH99 1SP

Victoria Quay
Edinburgh EH6 6QQ

Telephone: 0141-242 0160
Fax: 0131-244 0265
douglas.baird@scotland.gsi.gov.uk
http://www.scotland.gov.uk

Our ref: VYC/1/13

30 October 2000

_____ ___
Dear Mr Watkins

MONITORING OF GENDER, ETHNICITY, RURALITY IN FURTHER AND
HIGHER EDUCATION

In your letter of 8 May 2000 to Nicol Stephen, Deputy Minister for Enterprise and Lifelong
Learning, you conveyed the Committee’s wish to have further details of the Department’s
proposals for monitoring gender, ethnicity and rurality in Further Education. This request was
included as a recommendation in the Committee’s subsequent report on the Budget process,
extended to include disability and age factors and a breakdown of key expenditure items
according to these areas. In Nicol Stephen’s response to the Committee’s report, he stated
that a response would be issued during October.

Further Education

I attach at Annex 1 a series of statistical tables taken from the Scottish Further Education
Funding Council’s website, covering gender, ethnicity, rurality and age data for the student
population at Scottish FE colleges in 1998-99, the latest year for which figures are available.
This information will be updated annually. Statistics on disability will be collected for the
academic year 2000-01 but are not expected to be on the website before Spring 2002.

The Funding Council has recently installed  a software package called IN FACT on their
website which allows user-friendly navigation of all the statistical data held. Simon
Wakefield, Senior Research Specialist with SPICe is familiar with accessing this website and
using IN FACT.

Higher Education

There is extensive data collection by the Higher Education Statistics Agency (HESA) on
students including gender, ethnicity disability and age. Annex 2 provides this data for all
students attending Scottish Higher Education institutions in 1998-99. Annual Performance
Indicators are now being published by the UK funding councils. Those for 1998-99 were
published on 6 October and copies are available in SPICe. These provide data for each higher
education institution including:
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a)  Participation of under represented groups in HE – young full-time undergraduate entrants
from state schools and colleges, social classes  IIIM to V and low participation
neighbourhoods, and mature and  part-time undergraduate entrants.

b)  Non-continuation following year of entry to institution. (by mature entrants and low
participation neighbourhoods)

In terms of rurality, SHEFC commissioned a postcode analysis of participants in HE
(regardless of whether in a HE institution or a FE college), which was undertaken by
Professor Gillian Rabb of Napier University and published in November 1998 (copy enclosed
for reference). This provides data by postcode sector, age, gender and ethnic group. It is the
Council’s intention to repeat this review, probably bi-annually, and use it alongside the
annual Performance Indicators to monitor the make up of the student population, coverage of
HE, access and retention and flag up issues for consideration  - whether performance or
policy.

Associated expenditure

Funding allocations to both SHEFC and SFEFC include provision for widening participation,
with targets set for additional numbers of students in each sector. Current targets are to
achieve an additional 40,000 student places in FE colleges during the 3 years to 2002, a
significant proportion of which should be targeted to students who are socially excluded or
from low income backgrounds.  For HE, the target is an additional 2000 students by 2002,
with a similar requirement to address under-represented groups.

It is however, a matter for the respective Councils to decide on specific allocations to
individual colleges and higher education institutions to address under-representation. Special
initiative funding may be made available by the funding councils  e.g. for colleges serving
remote communities and to address the additional costs which are incurred in attracting and
retaining students from particular socially excluded groups.  In HE, the funding of
Development Officer posts is offered by SHEFC to help drive this agenda forward as well as
support for the development of various wider access fora  and collaborative projects.

By and large, each college and higher education institution decides which groups are under-
represented within their student populations, and therefore which groups they wish to target.
How this is done will vary.  Attached at Annex 3, for example, are some of the initiatives
which are underway at local level. The diversity of approaches and the partnering
arrangements that are developed are encouraging often involving schools, colleges and higher
education institution.

As a result of the mix of factors which can apply to under-represented groups and the
diversity of approaches  possible, the Councils take a strategic approach to funding which
does not seek to constrain individual colleges or HEIs to recruiting from particular categories
nor set specific targets.   Indeed, we are keen that Council's do not "top slice" significant
levels of funding to institutions to separate this activity from the mainstream but embed it in
the main allocation as far as possible, supporting particular strategic initiatives.   It is for
these reasons that there are no figures of expenditure which can be attached to this particular
activity.
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I trust this response meets the Committee’s request for information on this particular matter.

Yours sincerely

DOUGLAS BAIRD
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Age Data from FEIs 1998-
99

Annex 1

 Total  Full-time  Part-time
 Total

421,556 67,301 354,255
 under 18

90,339 22,828 67,511
 18-20

54,475 19,780 34,695
 21-24

36,912 7,032 29,880
 25 & over

239,830 17,661 222,169

 Total  Male  Female
 Total

421,556 188,512 233,044
 under 18

90,339 45,119 45,220
 18-20

54,475 28,929 25,546
 21-24

36,912 16,720 20,192
 25 & over

239,830 97,744 142,086

 Total  HE  FE
 Total

421,556 71,110 350,446
 under 18

90,339 5,873 84,466
 18-20

54,475 18,138 36,337
 21-24

36,912 9,228 27,684
 25 & over

239,830 37,871 201,959
Source: Scottish

Further
Education

Funding Council
(SFEFC) - In-

Fact

Rurality Data from FEIs Annex 1
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1998-99

 Total  Full-time  Part-time
Total

421,556 67,301 354,255
Missing

138,693 5,977 132,716
Densely populated

69,246 16,332 52,914
Highly Populated

52,668 8,035 44,633
Average or below average
density 83,273 20,466 62,807
Above average rurality

46,646 10,452 36,194
Rural

4,869 1,083 3,786
Very Rural

26,161 4,956 21,205

 Total  Male  Female
Total

421,556 188,512 233,044
Missing

138,693 64,400 74,293
Densely populated

69,242 29,861 39,381
Highly Populated

52,666 22,263 30,403
Average or below average
density 83,276 38,169 45,107
Above average rurality

46,645 20,726 25,919
Rural

4,873 2,144 2,729
Very Rural

26,161 10,949 15,212

 Total  HE  FE
Total

421,556 71,110 350,446
Missing

138,693 6,530 132,163
Densely populated

69,242 15,552 53,690
Highly Populated

52,666 10,229 42,437
Average or below average
density 83,276 21,192 62,084
Above average rurality
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46,645 10,837 35,808
Rural

4,873 1,031 3,842
Very Rural

26,161 5,739 20,422
Source:
Scottish
Further

Education
Funding
Council

(SFEFC) -
In-Fact

Ethnicity data from FEIs, 1998-99 Annex 1
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    Total  Full-time  Part-time
Total

421,556 67,301 354,255
Information refused/not
known 125,278 3,929 121,349
White

289,031 61,757 227,274
Black Caribbean

157 36 121
Black African

481 78 403
Black Other

163 47 116
Indian

856 254 602
Pakistani

1,909 566 1,343
Bangladeshi

153 21 132
Chinese

1,584 228 1,356
Other

1,944 385 1,559

    Total  Male  Female
Total

421,556 188,512 233,044
Information refused/not
known 125,278 56,538 68,740
White

289,031 128,812 160,219
Black Caribbean

157 66 91
Black African

481 320 161
Black Other

163 80 83
Indian

856 509 347
Pakistani

1,909 721 1,188
Bangladeshi

153 67 86
Chinese

1,584 650 934
Other

1,944 749 1,195

    Total  HE  FE
Total
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421,556 71,110 350,446
Information refused/not
known 125,278 5,177 120,101
White

289,031 64,478 224,553
Black Caribbean

157 33 124
Black African

481 105 376
Black Other

163 39 124
Indian

856 312 544
Pakistani

1,909 468 1,441
Bangladeshi

153 16 137
Chinese

1,584 158 1,426
Other

1,944 324 1,620
Source:
Scottish
Further

Education
Funding
Council

(SFEFC) -
In-Fact
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Age, Ethnicity and Disability Data from HEIs
1998-99

Annex 2

Age Full-time Part-
time

Total Female Male Female Male
Total 184,853 71,660 60,966 29,498 22,729

Under 21 64,095 35,131 28,075 402 487
21-24 45,859 22,260 20,032 2,021 1,546
25-29 21,371 6,079 6,643 4,991 3,658
30-39 29,020 5,449 4,570 9,768 9,233
40-49 17,465 2,305 1,258 8,503 5,399
50+ 6,363 422 376 3,343 2,222
Unknown 680 14 12 470 184

Ethnicity Full-time Part-
time

Total Female Male Female Male
Total 184,853 71,660 60,966 29,498 22,729

White 140,807 58,819 47,698 21,625 12,665
Black Caribbean 123 46 29 19 29
Black African 844 218 308 99 219
Black Other 176 65 67 16 28
Indian 1,263 417 592 98 156
Pakistani 1,401 584 662 58 97
Bangadeshi 133 45 70 7 11
Chinese 1,914 607 730 211 366
Asian Other 1,176 423 533 76 144
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Other 1,527 407 485 200 435
Not known (UCAS code) 3,486 532 557 602 1,795
Information Refused 14,895 4,322 4,008 3,127 3,438
Information not yet sought 9,137 2,476 2,219 2,400 2,042
No response 7,971 2,699 3,008 960 1,304

Disability - in reciept of Disability
Allowance

Full-time Part-
time

Total Female Male Female Male
Total 184,853 71,660 60,966 29,498 22,729

No known disability 178,084 68,585 58,215 28,966 22,318
Student has a disability and is in receipt of
SDA

544 240 238 35 31

Student has a disability and is not in
receipt of SDA

1,870 881 704 158 127

Student has a disability but information
about SDA not known/not sought

4,355 1,954 1,809 339 253

Disability by Type Full-time Part-
time

Total Female Male Female Male
Total 184,853 71,660 60,966 29,498 22,729

No known disability 157,277 65,064 55,233 23,251 13,729
Dyslexia 1,639 616 897 68 58
Blind/are partially sighted 209 72 103 14 20
Deaf/have a hearing impediment 390 154 118 63 55
Wheelchair user/have mobility difficulties 239 87 69 48 35
Personal care support 13 6 5 1 1
Mental health difficulties 148 37 45 30 36
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An unseen disability, e.g. diabetes,
epilepsy, asthma

3,340 1,749 1,232 218 141

Multiple disabilities 129 55 58 13 3
A disability not listed above 662 299 224 77 62
Information not sought 3,869 1,193 1,181 559 936
Not known 16,938 2,328 1,801 5,156 7,653

Source: HESA (Higher Education Statistics
Agency)
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Examples of local  initiatives

There have been a number of access schemes specifically directed at encouraging entry from
social groups that have not traditionally had high rates of entry often targeting local schools:

•  Lothians Equal Access Programme for Schools (LEAPS) LEAPS is a jointly funded
local authority/higher education partnership project which offers support to schools
located in socially deprived areas (such as Craigmillar, Pilton, Wester Hailes and parts of
West Lothian) designed to ensure all students with the ability to succeed get the chance to
go to university. Include summer schools, student tutoring and mentoring, guidance and
workshops. LEAPS is run by the City of Edinburgh, East Lothian, Midlothian, and West
Lothian Councils in conjunction with Queen Margaret University College and Edinburgh,
Heriot-Watt and Napier Universities.

•  The Scottish Wider Access Programme (SWAP) - funded by the Scottish Office from
1988 to 1994 to promote access to vocationally relevant higher education for able adults
who lacked the traditional qualifications for entry. Since 1994 SWAP has continued its
work funded by institutional subscriptions and organised in three regional consortia,
SWAP-West, SWAP-East and NORSWAP.

•  Dundee University runs summer schools under its access programme.

•  In the West of Scotland there are a number of initiatives organised collaboratively by the
universities and by individual institutions, including projects aimed at raising aspirations,
providing practical access points and at supporting students once they have applied to
university (eg by summer schools). Work in inner city Glasgow focuses on school
leavers; only 15% of Glasgow school leavers entered higher education compared with a
Scottish average of 28%, reflecting the high level of social deprivation in the inner city
areas.

•  GOALS (Greater Opportunity of Access and Learning with Schools) - collaborative
project managed by a West of Scotland Regional Forum constituted by the  6 West of
Scotland higher education institutions, and including representation from the Glasgow
further education colleges, local enterprise companies and local authorities. Targets
schools with low rates of progression to higher education and aims to stimulate pupils
towards achievement at school and, ultimately, entry to higher education. Provides a
range of activities including school visits by student mentors, supported study provided
by the HEI, visits to university campuses, and advice and guidance to pupils, parents and
teachers.
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Equal Opportunities Committee

Stage 2 Budget Report

1. The Committee is disadvantaged in being able to provide detailed
commentary on the Executive’s spending plans, given that the Equality
Strategy was only published on Monday 6 November, too close to the Finance
Committee’s deadline to question the Minister.

2. In the Committee’s Stage 1 report, it was noted that that the objectives for
the Equality Unit’s budget would be ultimately aligned to the Equality Strategy.
The Committee has only been able to give cursory attention to the newly
published strategy, and will look in detail at its content and may contact the
Minister in the near future once level III figures are available.

3. In summary, the strategy’s proposals are to:

•  include equality objectives in all Scottish Executive Departmental Business Plans
•  publish statistics which compares the position of men and women across a range of

areas
•  present a preliminary equality report to the Scottish Parliament in Summer 2001 and

publish the first full Scottish Executive Annual Report on Equality Issues in Summer 2002
•  improve the arrangements for consultation with equality interests
•  develop an Equality Communication Strategy
•  begin work to enable the Scottish Executive to assess the equality impact of budgets
•  publish proposals on public appointments
•  embark on the development of a national framework of guidance for translating and

interpreting services for the public sector in Scotland

4. The Committee will diligently monitor the implementation of this strategy
and the progress made in achieving its aims.

5. The Committee wishes to emphasise the need to set in place appropriate
data collection systems to ensure that disaggregated data is available on
spending on equalities issues in all Executive departments and welcomes the
Equality Strategy’s comment on this.

6. In response to a question from the Social Inclusion, Housing and Voluntary
Sector Committee on the level II budget line for the Voluntary Sector and
Equalities, Jackie Baillie said that announcements were to be made over the
following months, with full publication of the level III figures due in the New
Year.

7. The Committee expresses its concern over the delay in the provision of
the detailed breakdown of the equalities budget and the Committee’s inability
to complete the stage 2 reporting process as it would have wished.

2000/01 2001/02 2002/03 2003/04
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Voluntary
Sector and
Equalities

£6.5 million £10 million £10.7 million £11.3 million

8. Naturally, until the Committee is able to ascertain the breakdown between
the voluntary sector and the equalities aspects of this budget line, it is unable
to comment on the appropriateness of the split between the two areas.

9. Whilst welcoming the publication of an equalities strategy, the Committee
wishes to reiterate its concern that it has been unable to undertake its scrutiny
role as effectively as it would have wished to at this stage of the process.  The
Committee also welcomes the Finance Committee’s inquiry into the budget
process and looks forward to their recommendations for improvements in the
process.

Kate MacLean
Convener
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Health and Community Care Committee

Budget Process 2000-2001 to 2001-2002

Stage 2

Report to Finance Committee

Background

1. The Health and Community Care Committee has been asked to report to the
Finance Committee on the Scottish Executive’s proposals for the 2001-02 budget for
the health department, as set out in Investing in You: The Annual Expenditure
Report of the Scottish Executive and Making a Difference for Scotland: Spending
Plans for Scotland 20011-02 to 2003-04.

2. The Finance Committee’s 11th Report on Stage 1 of the 2001/02 Budget Process
contains the Health and Community Care Committee’s comments on the
departmental aims and objectives and planned current and capital expenditure.  The
Minister for Health and Community Care (Susan Deacon) responded in writing on 11
September 2000, see Annexe A to this report.

3. The Health and Community Care Committee at its meeting on Wednesday 25
October 2000 considered the Scottish Executive’s draft budget package and
whether level 2 figures reflect the Committee’s Stage 1 recommendations.

4. The Committee took oral evidence from the Minister and officials at that meeting in
addition to written information from the Executive.  The Minister responded to the
Committee’s health specific recommendations.  The Committee thanks the
Executive for its participation in the process.

5. The Committee considers that a number of its recommendations remain outstanding
from the Committee’s Stage 1 deliberations.

Recommendations

Comparability of figures
6. There are a number of factors that make it difficult to compare the current spending

plans with those that were published earlier in the year.  Figures appear different
due to the consequentials from the UK Comprehensive Spending Review.  In
addition, the latest figures have been published in resource rather than cash terms
under the new Government method of accounting: Resource Accounting and
Budgeting (RAB).  The Cash to RAB adjustments are greater for the Health budget
than almost any other area of expenditure and it is difficult to meaningfully compare
the two documents.  In addition the latest spending plans show projections only at
general sub–Department level (level 2), without level 3 figures it is difficult for the
Committee to participate meaningfully in this year’s budget process.



FI/00/25/5
The Committee recommends that in future years figures be easily comparable
and level 3 figures be available prior to the Committee’s Stage 2 consideration
of the budget process.

Transparency of Information
7. The Committee still has concerns regarding the transparency of information on

health and community care spend and the availability of information at a local level.
In addition the Committee feels that if Health Boards are to be held to account it is
necessary to have a budgeting system is understandable by the public and
interested parties and that clearly identifies and tracks expenditure at different levels
by each Health Board.  Additional funding for the health service is welcomed but its
effectiveness cannot be measured at the current time.  Health Boards should
demonstrate where money is spent at a local level in order that trends can be
examined to determine whether resources are being shifted from the acute sector
into primary and intermediate care

The Committee recommends that the Executive take steps to ensure that
information on health and community care spend is available from all health
boards at the point of local delivery.  The Committee seeks clear unambiguous
presentation of financial information.

One Stop Clinics and Walk-in-Walk-out Hospitals
8. A number of questions have been raised by the Committee in relation to walk-in-out

hospitals and the target of 80 one stop clinics.  The Minister states that there is no
single definition of one-stop clinics because different parts of the service in different
parts of the country work in different conditions and clinics are designed accordingly.
The aim of one stop clinics is to improve the patient journey and to offer diagnosis
and treatment more quickly.  The Minister stated that there are at present 160 such
clinics.  Regarding walk-in-walk-out hospitals, no facility of that nature is currently at
the planning stage but a number of areas are considering whether such facilities,
also described as ambulatory care and diagnostic units, could be developed.

The Committee seeks detailed information regarding walk-in-walk-out
hospitals as these are developed.  A clear definition should be available.
Where targets are stated these should be expressed against a baseline figure.

Health Promotion
9. In the Stage 1 Report submitted to the Finance Committee the Health and

Community Care Committee stated that one of its principle concerns is health
promotion.  At present it is impossible to calculate total expenditure in relation to this
key area.  The Committee is keen to see information set out that would allow it, over
time and on a trend basis, to judge whether a greater proportion of resources was
being applied to health promotion.  The Committee recognises that the Minister is
keen to strike a balance between monitoring and delivery but feels that local
initiatives should be demonstrably responsive to the national strategy.  Members
welcome the Minister’s assurance that the Committee will continue to play an
important role in the development of health promotion.
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The Committee recommends that in future budget documents expenditure on
health promotion is expressed as an aggregated figure in a transparent and
easily accessible manner, that current year baseline data be collated to
provide a baseline and that the Committee continues to be consulted on future
policy initiatives.

Accountability
10. Given that new funds have been allocated to the National Health Service in Scotland

(NHSiS) for the financial year 2001/02 the Committee identified the difficulty it has
experienced in attempting to obtain information in order to hold the service
accountable for expenditure.  The Minister agreed that it was proving difficult to
show how the additional money was benefiting the service.  There is still over-
complexity and over-fragmentation in the NHS in Scotland, which mitigates against
effective service delivery.  The Committee recognises that the Executive is planning
to address the issue of local accountability in the forthcoming Scottish Health Plan.

The Committee recommends that the Minister keep the Committee appraised
of developments in relation to development of accountability mechanisms and
governance in the NHS in Scotland .  The value of additional funding should
be specified and any discrepancy between the figures explained.

PPP/PFI
11. The Minister at the Committee’s meeting on 10 May 2000 undertook to give a more

detailed submission stating what information was available on PFI and PPP projects
and where the information could be found.  The information was not available to the
Committee at the time of the meeting on 25 October 2000 but the Minister confirmed
that the information would be available in early course.

The Committee noted that no detailed submission had been passed to the
Committee but looked forward to considering the Executives explanation.  The
Committee would expect that future budget information would allow
evaluation of PFI/PPP projects, and the effect upon the revenue stream of
individual boards.

Voluntary Sector Funding
12. The Minister explained to the Committee that she considers the insecurity of funding

to the voluntary sector acts as a constraint on the effective delivery of services.  She
is seeking to address this at a national level by increasing the grants available to
voluntary organisations by £1.5m in the coming year.  Funding bodies such as Local
Authorities and Health Boards will be encouraged to give attention and priority to
local voluntary sector bodies.  Community planning is hoped to go some way to
addressing this area.

The Committee is encouraged by the Executive’s comments.  The Committee
would encourage the Executive to move to rolling three year contracts which
will recognise the key partnership role of voluntary organisations.
Furthermore the Committee call upon the Executive to ensure that decisions
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on continuation or cessation of fixed term contracts should be made at least
three months before the end of the contracts.

Tobacco Tax
13. The Committee welcomed the innovation of hypothecation of £26m of tobacco tax to

be directed to public health.  The Minister assured the Committee that the money
would continue to be spent across a number of budgets to improve the health of
Scotland.

The Committee noted the position but calls upon the Executive to ensure that
these new monies are not substituted for other health promotion funds.  The
Committee asks the Executive to inform the Committee of how the extra
monies have been allocated.

Mental Illness Specific Grant and Grants to Voluntary Organisations
14. The Committee in its Stage 2 report to the Finance Committee made two specific

recommendations: -

•  The mental illness specific grant should be up-rated at least to the value at
the time of its introduction, with funding transferred from HCHS in the Health
budget to local government.

•  Grants to voluntary organisations to be maintained at the same real terms
value of the grants for 1999-2000 (ie. £1.8m, up-rated), with funding transferred
from HCHS, within the Health budget.

15. The Minister confirmed that these issues had been addressed in the publication
Making a Difference for Scotland: Spending Plans for Scotland 2001-02 to 2003-04
Published by the Minister of Finance.  Grants to voluntary organisations are to be
increased by £1.5 million.  The Executive have also given a commitment to increase
the mental illness specific grant by £1 million a year, while at the same time making
it more effective

The Committee welcomes the Executive’s decision and will continue to
monitor the Executive’s plans on how the mental illness specific grant will be
made more effective.

Points remaining to be clarified

16. The Committee made a number of observations on Executive objectives which do
not appear to have been specifically addressed by the Minister in either her written
response or oral evidence.

Publishing clinical outcomes
17. The committee sought an indication from the Executive on what it meant by the five

strategic aims and long-term targets for how the Executive will measure progress
towards these aims.  The Committee seeks confirmation of the targets for the



FI/00/25/5
three clinical priorities where they exist and new targets developed where
there are none at present.  In particular the Committee will closely monitor the
Executive’s application of to implement the Mental Health Framework.

Instant appointment system in primary care.
18. The targets for NHS net linking GP surgeries and hospitals and the introduction of

an instant appointments system requires resources – both in terms of hardware and
software and in terms of changing their organisational practice.  The Committee
therefore concludes that the targets are not realistic since they appear not to
have been met.  The Committee considers that there is little evidence that the
budget supports the implementation of the stated targets.

Tackling health inequalities.
19. The Committee believes that it would be helpful to see some targets relating to the

proportion of the budget spent in the different health and healthcare sectors.  The
Committee would like to see a national financial framework in which it can
determine how spending is split between the aims of improving health,
developing primary care, developing community care, reshaping hospital
services and tackling inequalities.  As a result of the work carried out by the
Committee when examining Fair Shares for All – The National Review of
Resource Allocation for the NHS in Scotland (The Arbuthnott Report),  the
Committee also seeks specific funding allocated to the strategic aim of
combating inequalities.

Four major demonstration projects.
20. The four demonstration projects show some evidence and a development approach.

However there is no commentary on the possible budgetary implications for the
NHSiS if any or all of the projects require to be rolled out nationally.  The
Committee is concerned that, should these projects benefit patients, there
should be a commitment to funding them nationally.  This concern sits with
the more general concern for a longer term approach to health, health policy
and funding.

Equal opportunities
21. The Committee recommends that next year’s document should contain robust

information on the impact all aspects of the Executive’s expenditure proposals
with regard to equal opportunities.

Conclusion

22. The Committee has found this budget scrutiny exercise a useful and revealing
process, which has allowed the Committee to identify a number of specific areas
where it hopes adjustments can be made.  More generally, it hopes that the
recommendations on presentation can be adopted and that the difficulties
experienced with the late arrival of information and the interpretation of data can be
rectified for future years, so that the Committee is better able to assess whether
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targets have been met and hence whether planned expenditure is sufficient to meet
future objectives.  The Committee welcomes the move to a more cross cutting
approach with other parts of the Scottish Executive budget, but believes that this
must be fully expressed in the budget document.  Health improvement aspects in all
chapters of the document should be easily identifiable in future years.



ANNEXE A
RESPONSE BY SUSAN DEACON, MSP, THE MINISTER FOR HEALTH AND
COMMUNITY CARE 11 SEPTEMBER 2000

FINANCE COMMITTEE 11TH REPORT 2000: ANNUAL EXPENDITURE REPORT
“INVESTING IN YOU”

In his letter of 28 June to Mike Watson, Convenor of the Finance Committee (copy in
SPICe), Jack McConnell accepted a recommendation that the Executive should
respond formally to each of the subject committee reports before the announcement of
the Stage 2 expenditure proposals.  This letter conveys my response to the Health
Committee’s consideration of the Annual Expenditure Report (Annex F of the Finance
Committee’s 11th Report, 2000).

As I indicated when I met the Committee on 10 May, I agree with many of the
Committee’s views on “Investing in You”.  There is no doubt that some of the figures in
“Investing In You” could have been presented in a better way and we need to consider
further the appropriate levels of detail to be included in future reports.  This was our first
attempt and lessons will be learned.  As you will know, the Finance Committee intends
to conduct a full review in the late autumn of the Budget process and Jack McConnell
has suggested that he might meet Convenors of individual committees to learn directly
from their experiences.

I am particularly keen to ensure that future versions of “Investing in You” show health
and community care spending in the context of the ambitious agenda the Executive has
set itself.  Three major strands are: tackling the root causes of ill health to which I have
announced that I am committing £26m a year; tackling inequalities which I plan to
address through the new formula for distribution of Health Service resources developed
in the light of work by Professor Sir John Arbuthnott’s Committee, and which forms a
central theme of our plans for community care; and modernising the National Health
Service in Scotland, the plans for which I will set out in fuller detail towards the end of
this year.

I expect that programme of work to be reflected in improvements to the content of the
health chapter in “Investing in You”.  Meanwhile, I set out below my comments on your
Committee’s recommendations and conclusions.

Summary of Committee’s Main Conclusions and Recommendations

1. The Committee would like to see the aims and objectives developed and re-
written, starting with a clear statement of the roles and responsibilities of the
Department and how they interface with those of Health Boards and Trusts.  The
financial information should be aligned with the stated aims and objectives; the degree
of mismatch in the current draft limits interpretation and understanding the intentions of
the Department.

Response: The targets were picked to be consistent with the Executive’s Programme
for Government and did not cover the entire range of the Department’s and the NHS in
Scotland’s whole range of activity.  As previously explained, the strategic aims of the
NHS in Scotland are set out in “Designed to Care”, “Towards a Healthier Scotland”, and
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in the “Priorities and Planning Guidance or the NHS in Scotland”.   I am prepared to
revisit this aspect in future budget documents to ensure that the targets, aims and
objectives we include cover the full range of activity.

2. The Committee would like to see a process started in June 2000 to improve next
year’s budget cycle and to enable a joint approach to resolving some of these issues
with the Department.

Response: This is a matter for the Finance Committee to take a lead.  As I have
indicated, that Committee and the Minister for Finance intend to review the way the
whole budget process has worked this year.

3. The Committee is concerned about lack of information on capital spend,
including PFI/PPP projects and the lack of detailed figures to enable judgements to be
made on whether the proposed budget is sufficient.

Response: This is part of the presentational issue.  For consistency in the report
figures were disaggregated to Level III within the Executive’s database.   I accept that in
some cases this resulted in a great deal of detail and very little in others.  I do recognise
that HCHS current expenditure (£4bn) is a great deal of money, albeit the bulk is
allocated to Health Boards and Special Health Boards and through them to Trusts to
pay for the delivery of NHS care locally.  The remainder is used to fund centrally
numerous activities.  I will, however, consider carefully how much additional detail might
sensibly be provided in future.  In particular I will consider the best way to publish
information about capital projects underway and their value.

4. The Committee recommends that:

•  The mental illness specific grant should be up-rated at least to the value at
the time of its introduction, with funding transferred from HCHS in the Health
budget to local government.

•  Grants to voluntary organisations to be maintained at the same real terms
value of the grants for 1999-2000 (ie. £1.8m, up-rated), with funding transferred
from HCHS, within the Health budget.

Response: The Mental Illness Specific Grant has stood at £18m for the last 3 years.
£12.6m is currently provided by the Executive as a specific grant to local authorities and
£5.4m is contributed by the local authorities from their general community care
resources .  At its introduction it totalled £3m.   I am well aware of the pressures on local
authorities to do more for mental health and I am sympathetic to claims for additional
resources.  I will reach a conclusion on this in the light of the Cabinet’s decisions on the
Spending Review.

I am also very sympathetic to the needs of the voluntary sector in the social work field.
Again, I am considering the Committee’s suggestion in the Spending Review.
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5. The Committee would like to see some explanation of the factors that underpin
increasing costs (including inflation) across the Health budget similar to that set out for
drugs.

Response: As explained at the Committee’s  evidence sessions, the GDP deflator
(2.5% currently) is used to express cash prices in real terms for the purpose of
comparison across the Executive’s expenditure programmes.  Increases in the drugs
budget are of the order of 9-10% per year.  This is not an inflation factor, rather the
percentage increase that falls out of a formula that takes a number of factors into
account (including demand and the cost of new drugs etc) to estimate the likely drugs
bill in any given year.  Likewise, there is no inflation factor for pay increases.
Traditionally pay and price increases have been about 1% above the GDP deflator.  It
has never been Government practice to announce any pay assumptions because of the
risk that would pose to pay negotiations.  We do not have different inflation factors for
different elements of the Health Programme.  I will, however, consider carefully how to
present information on cost pressures in future to the Committee.

6. The Committee is seeking a commitment from the Executive to work with them to
develop a better structure and process for next year.

Response: The Executive welcomes the Health Committee’s involvement in the
review of the Budget process in the autumn, which will consider these matters for both
health and other Executive programmes.  I can assure you that I and my Ministerial
colleagues are committed to an open and accountable Budget process.

I am copying this letter to Jack McConnell and placing a copy of it in SPICe.

SUSAN DEACON
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Justice and Home Affairs Committee

Report to the Finance Committee
on Stage 2 of the Budget process 2001–02

Introduction and Background

1. The Committee has been asked to report to the Finance Committee on the
Scottish Executive’s 2001-02 spending plans for the justice department and the
Crown Office, as set out in Making a difference for Scotland: Spending plans for
Scotland 2001-02 to 2003-04.

2. The purpose of this report is to examine whether these spending plans reflect
the recommendations made by the Committee at stage 1 of the budget process1.
The Committee took oral evidence from the Lord Advocate, Colin Boyd QC, and the
Solicitor General for Scotland, Neil Davidson QC, on 27 September and from Jim
Wallace, Minister for Justice, on 4 October. The Committee has also received
supplementary evidence from the Executive and the Crown Office. These papers are
reprinted in the Appendix.

Quality and presentation of data

3. When the Committee examined the Crown Office figures, the then Convener
raised a concern about the presentation of data.  According to the Lord Advocate,
the Executive spending plans provided the Crown Office with “£22.5 million of new
money over the next three years” (col 1766).  However, it was not immediately clear
to some members of the Committee how this figure correlated to the amounts
indicated in Making a Difference for Scotland, where the difference between the
figure for the current year and the spending plans for 2003-04 was £10.1 million.  It
became clear after further evidence from the Executive that the larger figure was the
aggregate of three amounts, namely the increases over this year’s budget for each
of the next three years (£4 million, £8.6 million and £10.1 million respectively).  Some
members of the Committee believe that, by adding these figures together in this way,
the increase for the first of those years is effectively being counted three times and
the increase from the first to the second twice (col 1781).

4. According to the Executive, it was standard practice to use this method of
“headline increase announcements”, and merely quoting the difference between the
baseline amount and the year-3 figure “loses sight of the additional funding granted
in years 1 and 2”.  The Executive concluded, “there is therefore no element of double
or triple counting”.

5. We appreciate that merely quoting, in relation to the Crown Office figures, a
single figure of £10.1 million would neglect the fact that the budget is raised by that
amount over three years, rather than all at once.  However, the Executive’s method
of presentation can be confusing, and if the Executive wishes to use this method to
calculate figures in spending announcements, it should state explicitly on each
occasion how the figure is arrived at.

                                                
1 The Committee’s report at Stage 1 is printed as Annexe G to the Finance Committee’s 11th Report,
2000, Report on Stage 1 of the 2001/02 Budget Process (SP Paper 154).
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6. That issue aside, we welcome the improved presentation of data in Making a
difference for Scotland, compared with Investing in You.  At the same time, we
regard it as unfortunate that the Executive was not able to provide us with a full “level
3” breakdown of its spending plans for justice in time for this stage of the process.
Although we acknowledge that special circumstances applied this year, that is an
aspect of the overall budget scrutiny process that will need to be improved in future if
the process is to work as intended.

Committee recommendations at Stage 1

Victim Support Scotland
7. In its stage 1 report, the Committee recommended that Victim Support Scotland
(VSS) should be allocated in advance each year the amount it needs to perform the
basic services asked of it and that it was not reasonable to expect VSS to meet the
Executive’s target of an increased number of referrals without being given an overall
increase in funding. The Executive told the Committee that it intends to regularise
VSS’s baseline versus grant situation in the spending review (JH/00/28/9).  The
Committee welcomes this commitment.

Legal Aid
8. The Committee was also concerned at stage 1 that the legal aid figures showed
a decrease in expenditure, when it is clear that the system is not at present
delivering adequate and prompt access to the justice system to all those who need it.
The Executive stated that the drop in legal aid expenditure was not necessarily a
result of restricted access and that the Scottish Legal Aid Board was undertaking
research into the reasons behind this decrease in expenditure. The Executive also
announced its plans to take forward its policy on community legal services to
improve access to justice (JH/00/28/9). The Committee expects to examine these
matters in its inquiry into legal aid and access to justice.

9. The Committee welcomes the allocation of an extra £2 million to the Scottish
Legal Aid Board in recognition of the additional pressures it is expected to face as a
consequence of the commencement of the Human Rights Act (col 1809).  The case
for such additional funding was made by the Law Society of Scotland in evidence to
the Committee at stage 1 (cols 1143-4).

Scottish Prison Service
10. At stage 1, the Committee found it very difficult to scrutinise spending proposals
for the Scottish Prison Service before its targets were published.  The Committee
notes the targets for the Scottish Prison Service which were supplied in answer to a
parliamentary question (S1W-8536) on 6 July. These seem realistic, given the
targets set in previous years.

11. At stage 1, the Committee recommended a greater allocation of funding to the
Scottish Prison Service, with the additional money to be allocated to improving
prison conditions, particularly for remand prisoners, and to prevent any further
slippage in the timetable for ending “slopping out”.  The Committee welcomes the
announcement by the Minister for Justice of an additional £7 million in 2001–02 for
the SPS, some of which is to be allocated to accelerating the modernisation of the
prisons estate.  When the Committee considers the outcome of the overdue prisons
estate review, it will wish to assess whether this additional funding is sufficient to
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ensure that “slopping out” is ended by no later than 2004-05 – which had been the
target before the Executive’s decision last year to divert £13 million of accumulated
end-year flexibility.2

12. The Committee sought assurance from the Minister for Justice that the
additional funds announced for the Scottish Prison Service will not be “clawed back”
as they were last year.  The Minister for Justice assured the Committee that it was
“certainly [the Executive’s] intention that the Prison Service should fully benefit from
the additional resources” (col 1812).  The Committee views this commitment as one
that must be met.

Scottish Courts Service
13. In its stage 1 report, the Committee recommended that additional funding be
allocated to a programme of refurbishment of court buildings, particularly with a view
to improving facilities for witnesses and others who have to attend them.  The
Executive told the Committee that the Scottish Courts Service intends to undertake a
review of its current accommodation across the country in 2001-02.  When the
results of that review are available, there will be an assessment of whether additional
investment is needed (JH/00/28/9). Although we welcome the review, we are
disappointed that it is not to be undertaken until next year.

Crown Office
14. The Lord Advocate told the Committee that the additional money allocated to
the Crown Office will allow it to take forward its plans for improved information
technology (IT).  The Lord Advocate claimed that increased IT facilities would “make
a radical change in workflow processes and communications and improve the
service we give to the public” (col 1767). This is something we recommended at
stage 1 and welcome now.

15. The Lord Advocate indicated that the additional resources for IT should allow
other resources to be allocated to the procurator fiscal service (col 1774).  This
would also be welcome to those members of the Committee, in particular, to whom
representations about under-resourcing in the service had been made (col 1773). In
this connection, we also welcome the Lord Advocate’s intention to use some of the
new resources to recruit additional staff (col 1776).

16. The Committee welcomes the Lord Advocate’s announcement of his intention
to establish a dedicated “Victims Assistance Service” within the Crown Office and
Procurator Fiscal Service (col 1767).

Conclusion

17. The Committee welcomes the additional funds allocated to the Justice
Department and Crown Office budgets.  In particular, we are pleased that funding for
Victim Support Scotland has been regularised, and that the Crown Office is now in a
position to make better use of IT.  Whether these additional funds will be used

                                                
2 The Minister for Justice described that date as an “aspiration”, not a formal target, although the Chief
Executive of SPS had formerly referred to it as a “priority” established by “ministerial decision”: Official
Report, 4th meeting, 1999 (col 151); 14th meeting, 1999 (cols 518, 532).  See also Official Report,
11th meeting, 1999 (col 444).
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effectively to deliver change where it is most needed – in securing access to justice,
in improving conditions in prisons, and in reducing the level of crime – is something
in which the Committee will continue to take a close and continuing interest.
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Local Government Committee

Budget process 2001/02:
Submission to Finance Committee at Stage 2

1. The Local Government Committee considered the Budget process at its meeting
on 31 October 2000.

2. The Committee took oral evidence from officials of the Scottish Executive
Development Department Local Government Division, the Scottish Executive
Finance Co-ordination Unit, Professor Arthur Midwinter and the Minister for
Finance and Local Government , Mr Angus MacKay.

3. The Committee also took oral evidence from COSLA on the proposed three year
settlement, and on its views on local government funding requirements over the
period, at its meeting on 5 September 2000. Additionally the Committee received
written evidence from COSLA following the Executive’s announcement on
20 September.

4. The Committee is agreed that at this stage of the process, and given that the
current figures lack specific detail, it is appropriate for its remarks to be of a
general nature.

5. Since the Committee’s last submission to the Finance Committee, it has formally
agreed to hold an inquiry into local government finance, has agreed terms of
reference and has appointed an adviser. Written evidence is being collected at
the present time, and the Committee intends to start taking oral evidence in
January 2001.

6. The Committee noted the reply from the then Minister for Finance, Mr Jack
McConnell, to its submission at Stage 1 of the budget process.

7. The Committee welcomes the increased levels of funding over the next three
years, announced by Minister for Finance on 20 September, and contained in the
Making a difference for Scotland document. It also welcomes the general
remarks made by the new Minister for Finance about increased flexibility within
the local government finance system in the future, at its meeting on 31 October
2000.1

8. The Committee also welcomes the positive remarks which have been made by
COSLA2 in response to the Executive’s announcement, and the degree of
involvement which it is understood COSLA has had both in negotiations about
the three year settlement, and in efforts to modernise the distribution system.

                                           
1 Scottish Parliament Official Report, 31 October 2000, col 1252/3
2 COSLA paper Spending Review 2000, submitted as written evidence to Local Government
Committee
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9. The contribution of Professor Arthur Midwinter to the Committee’s consideration
of the budget process is acknowledged. The Committee also welcomes Professor
Midwinter’s positive comments on the Executive’s announcement.

10. The increase in the general level of resources, as indicated above, is welcomed
by the Committee. However, the Committee considers that there is insufficient
detail at present to comment on whether the proposed allocation of funding to
local government is sufficient to fund existing service needs and new statutory
obligations. It is recognised by the Committee that the definition of local
government’s financial needs is to some extent a matter of political debate.
Nevertheless, it notes that there is a gap between the increased allocation
announced by the Executive, and the projected requirements over the next three
years which COSLA gave in evidence to the Committee. The Committee
considers that the Executive should, at the next stage of the process, provide
sufficiently detailed figures to demonstrate that councils will be able to maintain
and improve existing services and meet new statutory obligations.

11. The Committee notes that the Executive has not yet decided whether to
implement in full the recommendations of the McCrone report into teachers’ pay.
However, the Committee considers that it is essential that, once a decision has
been made, sufficient additional resources are made available to local
government to fund the settlement without impacting on existing services.

12. It is considered by the Committee that the Executive should make more explicit
its position on the issue of convergence (the process by which council budgets
are brought into line with GAE) and whether it still intends to continue with this
policy. The Committee considers that, if the Executive does intend to continue
with its policy of seeking convergence, it should commission research to analyse
the impact of moves towards convergence on councils whose spending levels are
significantly above GAE.

13. The Committee notes the position on Section 94 consent, as outlined in the
Minister for Finance’s letter in response to its submission at Stage 1 that, ‘if we
were to change the capital arrangements or their accounting treatment, there
must be a presumption that there would be corresponding adjustments to the
Assigned Budget.’ However, it is concerned that COSLA continues to hold a
diametrically opposed viewpoint on this issue. The Committee further notes that
the Minister’s letter goes on to say that despite this disagreement, he would not
be unwilling to talk about changes in capital expenditure arrangements, and is
indeed looking at capital spending with COSLA as part of the work on local
government finance generally. It notes the Executive’s position that resources
would not automatically be freed in the Departmental Expenditure Limit if
particular changes were to be made in capital expenditure arrangements. The
Committee looks forward to this matter being resolved in due course as part on
the ongoing review of Section 94 arrangements.

14. While the Committee recognises the right of local government to deliver its own
locally determined priorities, it also recognises that in order to achieve its
objectives at a local level it may be necessary for the Executive to ring-fence
certain elements of local government expenditure, and that the there is a balance
to be struck between the two positions. The Committee therefore welcomes the
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statement by the Minister for Finance that the increased local government
allocation is largely unhypothecated and not prioritised for particular services.
However, where hypothecation of specific aspects of expenditure does take
place, the Committee would urge the Executive to fund such aspects in full, so
that other local priorities are not disadvantaged within the council budget setting
process.

15. In cases where, as a result of legislation or other initiatives, new responsibilities
are placed on local authorities, the Committee is concerned to ensure that
funding arrangements are put in place by the Executive to support the new
responsibilities.

16. The Committee accepts the need for councils to continue to seek to find
efficiency savings in all their operations. However the Committee considers that
efficiency assumptions should not be built into financial plans. Instead, the
Executive should promote efficiency gains through the audit process, by requiring
authorities to identify real gains, but leave them free to decide for themselves
whether to utilise real savings for service development or council tax reductions,
thus enhancing local political choice and accountability for their stewardship of
the public finances.

17. The process of review and modernisation of the distribution system, and the
recent work with COSLA on deprivation indicators is welcomed by the
Committee. However, the Committee would urge the Executive to consider
further the particular needs both of councils whose populations are falling but
which still retain high levels of deprivation, and of councils whose populations are
growing and who face the extra costs associated with the provision of the
infrastructure required in areas of population growth. The Committee therefore
urges the Executive to ensure that future three year distribution formulae take
account of projected population changes during the period.

18. It is understood by the Committee that the review of the Special Islands Needs
Allowance (SINA) has now been completed by the Executive. The Committee
urges the Executive to make public the results of the review, and to signal its
intentions with regard to the future of SINA.
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Rural Affairs Committee

Stage 2 Report on the 2001-02 Budget

Background

1. Subject Committees are expected to devote time between the beginning
of October and the end of November each year to consider documents
laid before the Parliament setting out preliminary draft budgets of public
expenditure for the forthcoming financial year.

The stage 2 process

2. The primary task of the second stage is to examine the detailed spending
proposals in the context of comments made during the first stage.  The
figures available to the Committee were those published by the executive
in late September in the paper “Making a difference for Scotland” –
spending plans for 2001-02 to 2003-04.   In response to a request by the
committee, the executive supplied supplementary explanations on
Resource Accounting and Budgeting.

Findings

3. Lack of detailed information made it difficult for the committee to scrutinise
spending proposals in detail. The UK Comprehensive Spending Review
took place between the publication of Investing in You and Making a
Difference.  In addition, the latest figures have been published in resource
rather than cash terms under the new Government method of accounting
– Resource Accounting and Budgeting (RAB) – and it is therefore difficult
to compare the two documents meaningfully.  More detailed level 3 figures
were unavailable for this stage of the budget process, and Executive
officials had been unable to predict when these detailed figures would be
made available. When questioned on the lack of detailed figures the
Minister announced that he was expecting to make these available to the
Parliament in January 2001, too late to enable the Committee to meet its
obligations to complete detailed scrutiny during October and November.
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4. The Committee was advised that an indication of the shape of Level 3
spending allocation might be drawn from the Minister’s earlier decision on
the use of Modulation.  It was found, however, that direct comparison
between the Modulation announcement and the Level 2 spending plans is
not possible because the Modulation figures were announced under cash
based accounting but the spending plans have been announced under
resource allocation budgeting.

5. The Committee would find it helpful to have a straightforward illustration of
the planned use of the resources available.    For example, interest was
expressed in the funding of agricultural agencies that is indicated in broad
terms at level 2.  The Minister explained that the increased spending
would fall within the research institutes; but in further discussion he
explained also that part of the increase would be accounted for by the
value of capital assets employed in the normal running of those agencies.
In order to see clearly to what extent research activity will increase over
the period of the estimates, the Committee requests a case study of one
element – the research budget, which should demonstrate the capital
value of assets deployed,  planned capital spending and the annual
charge of both of these shown in a breakdown of all expected running
costs with the comparable figures for the previous year or years.

6. Policy intent is not always clear from the Level 2 figures contained in the
published spending plans for Scotland 2001-02 to 2003-04.  For instance,
the Executive’s programme for government quotes that the adaptation of
Scotland’s agriculture to a sustainable future is an immediate priority.
However, this is not explicit within this level of budgetary information
because, as the Minister explained, the detailed spending plans are still
subject to consultation with the industry and others with an interest in
sustainable land use.

7. The Committee has noted that the share of total executive expenditure
[with reference to table 1 in “Making a difference for Scotland”] planned to
be spent on Rural Affairs and Forestry appears to fall from 2.33% in the
current year— to 2.21%; 2.19% and 2.10% respectively over the next
three years, although this is balanced by a large share in annually
managed expenditure over which the Executive has less discretion.  It is
unclear whether distinctive Scottish policy intent is achievable in the
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present Rural Affairs budget given the small proportion of non-European
spending.  In the Minister’s words, “there is inescapable interaction
between EU and the domestic spending”.  The Minister explained that
normal comparisons of the share of government spending between the
various heads of expenditure are meaningless because, even if he were
successful in negotiating a larger share of Scottish assigned budget, he
might not necessarily be able to use it, given the CAP and CFP regimes in
which he operates.

8. The Committee questioned the steady fall in expected CAP market
support, from £370.9 million in 2000-01 to £301.5 million in 2003-04.   The
Minister explained that these figures were only predictions of demand,
affected by inflation and exchange rates.  They were not subject to the
same degree of planning and control that applied to those other parts of
the budget that is spent from the Scottish Block.  The Committee noted
that the presentation of these figures could give a false picture of the
prospects for agriculture unless further explanation can be provided.
The Committee raised the question of whether there were any optional EU
schemes from which full benefits were not being realised, and the Minister
undertook to advise the committee of the outcome of his inquiries on this.

9. Adequate scrutiny of the work of the department from the financial
information presented was problematic.   This reinforces the Committee’s
approach to seeking an examination of the effectiveness of the
developmental role of the Minister in ensuring that Executive spending
across all departments makes adequate provision for rural communities
and especially those that are most remote and vulnerable to changing
economic circumstances.

10. A significant element of the stage 2 process for the Rural Affairs
Committee therefore arose from consideration of the SERAD response to
the Committee’s stage 1 report in which this approach of a wider
examination of effectiveness was broached.    In his response, the
Minister shared the Committee’s view that it is the impact that spending of
all executive departments has on rural communities that is the crucial
indicator of success, rather than the expenditure figures themselves.
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11. The Committee noted that whilst the Minister appears to share the
Committee’s interest in scrutinising the effectiveness of Executive
spending generally in rural areas; he explained to the Committee on
31 October that it would be too expensive to provide the basic data upon
which such an examination might take place.  If this cross cutting work is
to be a primary role of the Minister,  the Committee needs a mechanism to
enable it to be sure both that the role is being adequately pursued and
that the outcome is effective.

12. The Committee recognised the value of scrutiny of departmental budgets
by committee but feels the level of information available in the first year of
this exercise was insufficient to allow detailed examination of the
department’s intentions. The Committee hopes that more information will
be available in future years to allow this to be a more meaningful process.

Rural Affairs Committee
7 November 2000
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SOCIAL INCLUSION, HOUSING AND VOLUNTARY SECTOR COMMITTEE

STAGE 2 BUDGET REPORT

General
1. The Social Inclusion, Housing and Voluntary Sector Committee welcomes the
Executive’s key policy priorities for the communities budget and, in particular, the
increased spending plans for housing and social inclusion.  The Committee also
welcomes the fact that the Deputy Minister for Communities, Jackie Baillie, was
happy to discuss the figures provided in “Making a difference for Scotland: Spending
Plans for Scotland 2001-02 to 2003-04”.  However, members have a number of
concerns which the Finance Committee should be advised of.

2. Members are disappointed that a number of issues of concern highlighted in its
Stage 1 report have not been addressed.  For example, it was difficult to judge
whether targets were realistic and achievable without the benefit of baseline
information and there is still insufficient narrative to explain and justify the choice of
particular targets.  Similarly, the Committee’s view that  in-year adjustments to
budget lines and the impact of a previous year’s underspend should be clearly
highlighted and that any emerging underspend in-year should be reported to and
discussed with the Committee as part of the ongoing interim reporting cycle has not
been taken on board.

3. The Committee has serious concerns about the lack of availability of detail of the
Level III figures.  This meant that it was extremely difficult for the Committee to form
an opinion as to whether proposed expenditure and Executive policy commitments
concurred.  Detailed figures would not be available until January 2001 with a series
of announcements being rolled out in the interim.  The Committee believes that this
represents a piecemeal approach, which does not provide an overall picture of the
budget, does not allow scrutiny of how the latest spending figures have been
changed as a result of the consultation “Investing in You”, and does not assist in the
delivery of transparency of Government.

4. Members fear that the Communities Budget is in danger of having substantial
sums allocated for different projects but lacks confidence in the certainty that these
figures will still be in the same budget lines when it comes to allocations: for
example, the Committee seeks guarantees that “new” money allocated in specific
announcements is not simply money reallocated from a different budget line. This
makes it extremely difficult for the Committee to fulfil its monitoring and scrutinising
role.

5. This can be illustrated  by reference to the Community Ownership budget line
and figures which have been provided for 2000/01 and 2001/02 from different
sources:

Document Published 2000/01 (£m) 2001/02  (£m)
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NHP Advisory
Group Report

24 February 1999 95 160

Spending Plans for
Scotland –
consultation

17 November 1999 114.5 120

Investing in You 19 April 2000 114.5 120
Letter from Minister
to Convener

18 May 2000 114.5 164

Making a
Difference
for Scotland

115.6 100

6.  There is still confusion about the difference in figures cited and further
explanation has been requested on the budget lines in general (the budget line
varies between £20m and £64m decrease depending on figures are used) and
specifically on areas such as the £44m in NHS cash balances for use in the
repayment of NHP debt principle.

7. On stock transfer and its impact on the HRA, while members agree that it is
difficult to predict a definite figure for future debt servicing costs, it is felt that it could
well vary much more dramatically than was outlined by the Executive due to the
impact of factors such as the outcome of ballots and varying interest rates. There is
also concern that the community ownership budget line is not only for supporting
costs associated with transfer proposals (including tackling debt), but also for
regeneration funding.

8. The Committee welcomes the additional monies being made available for the
Warm Deal and Fuel Poverty but, again, is frustrated that the £350m initially
indicated could not be pinpointed in the budget figures.  Further scrutiny of the
Central Heating initiative will be undertaken by the Committee.

9.  The Committee was reassured to learn that the Deputy Minister shared its
concern about the presentation of the spending plans and the need for future budget
proposals to be presented in a manner which is directly comparable on a like-for-like
basis. The impact of Resource Accounting and Budgeting on Stage 2 also requires
to be made clearer.

10.   Regarding gender impact statistics, the Committee looked forward to the launch
of the Equality Strategy, but again emphasises the need to set in place appropriate
data collection mechanisms to ensure that disagregated data is embedded into the
policy making process on a department by department basis.

11.    Members are not convinced about the mechanisms in place to ensure the
accountability of Social Inclusion Partnerships, and hopes that the Executive will re-
visit SIPs scrutiny procedures to ensure that  their increased expenditure is
accounted for.

12.    Areas on which forthcoming announcements are to be made include domestic
violence and the voluntary sector (in particular on the establishment of a central
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register for criminal records and the strategic review of funding of the voluntary
sector.)  Members would welcome a detailed breakdown of these areas.

Recommendation
13.    While welcoming the opportunity to comment on Stage 2 of the Budget
process, the Committee agreed to express its serious concern to the Finance
Committee that, in view of the lack of the detailed Level III figures, inconsistency in
presentation of data, and the piecemeal approach to the Executive’s roll out of
budget information through a series of disparate announcements, it is not possible
for it to comment in detail.  For these reasons, the Committee welcomes the Finance
Committee’s decision to undertake an Inquiry into this year’s process, as there are
clearly procedural and policy issues which require to be addressed before next year.

14. Whilst acknowledging that the Executive provided the Committee with a
useful breakdown of Scottish Executive civil service jobs by local authority area, the
Committee recommends that this be further broken down by individual Executive
department.

Social Inclusion, Housing and the Voluntary Sector Committee
November 2000
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TRANSPORT AND THE ENVIRONMENT COMMITTEE

REMIT AND MEMBERSHIP

REMIT OF THE COMMITTEE:

The remit of the Transport and the Environment Committee is to consider and report
on -

- matters relating to transport and the environment, and
- such other matters as fall within the responsibility of the Minister for

Transport and the Environment.

This remit relies upon a definition of the responsibility of the Minister for Transport
and the Environment. At present this is understood to be: responsibility for transport
including the development of integrated transport policies for rural areas, the
environment, natural heritage, sustainable development, strategic environmental
assessment and the land-use planning system.

(Note:  The recent change in Ministerial responsibilities will impact on the definition
of the Committee’s remit. Committee remits are decided by the Parliament on a
motion of the Parliamentary Bureau. )

MEMBERSHIP:

Bruce Crawford (from 2 /11/00)
Helen Eadie
Linda Fabiani (until 2/11/00)
Donald Gorrie (from 28/9/00)
Robin Harper
Janis Hughes
Cathy Jamieson
Andy Kerr (Convener)
Kenny MacAskill (until 2/11/00)
Fiona McLeod (from 2/11/00)
Des McNulty
Nora Radcliffe (Deputy Convener)
Tavish Scott (until 28/9/00)
Murray Tosh
Committee Clerks:
Shelagh McKinlay
Richard Walsh
Alastair Macfie



TRANSPORT AND THE ENVIRONMENT COMMITTEE

REPORT ON THE SCOTTISH EXECUTIVE’S EXPENDITURE PROPOSALS
2000/2001: STAGE 2

November 2000

The Transport and the Environment Committee reports to the Finance Committee as
follows —

INTRODUCTION

The process
1. As stated in its Stage 1 report, the Transport and the Environment Committee

supports the principle of conducting wider consultation on the Executive’s
expenditure proposals1. During the Stage 1 process the Committee received
extensive written evidence from the Scottish Executive on its expenditure
proposals as set out in  “Investing in You - the Annual Expenditure Report of the
Scottish Executive” and on May 10 took oral evidence from the then Minister for
Transport and the Environment, Sarah Boyack MSP.  The Committee’s Stage 1
Report, which dealt with the issues raised in evidence taking was then published
as Annex K to the Finance Committee Report in June 2000.

2. The Minister responded to the Committee’s report in a letter to the Convener
dated 14 September, but which was not received in its full form by the Committee
until 2 October. (A copy of the Minister’s response is attached at Annex A).

3. The Executive’s spending plans, taking into account the impact of the Spending
Review carried out by Scottish Ministers over the summer were published in the
document “Making a Difference for Scotland” in September 2000. In addition,
Sarah Boyack made a statement on Transport Spending on 28 September. The
Committee met on 4 October to consider the Executive’s response to its Stage 1
report, the information in “Making a Difference” and the Minister’s statement. At
that meeting members agreed to write to the Executive seeking further
clarification on a number of issues.  A copy of the letter issued by the Convener

                                                
1 Transport and the Environment Committee Report, Annex K, Finance Committee 11th Report 2000, pg. 115,
para.1
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and the Executive’s response (dated 6 November) are attached at Annexes B
and C.

GENERAL COMMENTS

4. The Committee acknowledges the efforts being made by the Executive to make
the process of determining spending priorities more inclusive and transparent.
However, as at Stage 1, the Committee considers that, on the basis of the
information available, the Committee is not in a position to reach an
informed view of the merits of the allocation decisions made by the
Executive and whether resources are appropriately targeted.

5. Consequently, the Committee welcomes the commitment to review the budget
process and the nature and presentation of the information which informs it.
Members wish to emphasise the need for the Committees of the Parliament,
who are charged with making the system work, to be central to this
process.

IMPACT OF RESOURCE ACCOUNTING AND BUDGETING (RAB)

6. An important factor in ensuring that Committees are given adequate information
to enable them to fulfil the task envisaged for them under the Budget process, is
the need for further information on the impact of the move to Resource
Accounting and Budgeting (RAB). This is particularly important to the Transport
and the Environment portfolio given the significant capital expenditure
programmes involved – particularly in relation to water services and roads.

7. While “Making a Difference” does include some basic general information on key
features of the RAB system, it does not attempt to meaningfully explain the
implications of the new system on specific spending “lines”.  Whether such
information should be contained in a document like “Making a Difference” may be
arguable, but the Committee’s need for such information is not. The Committee
wishes to receive further and fuller briefing on the issue, both in general
terms and its specific impact on areas within the Committee’s remit and will
pursue this with the Executive.

8. Additional monies flowing from the UK Government spending review have made
an impact on the Transport and the Environment portfolio.  A comparison of the
figures for 2001/02 set out in “Investing in You”2 and “Making a Difference”3 show
an increase in Transport spending of £561.9m and an increase in environment
spending of £289m, with most of these increases being accounted for by
increases in the motorways and trunk road and water programmes.

9. However, as the Minister’s response of 6 November makes clear “because the
figures in Investing in You were on a cash basis whereas the figures in Making a
Difference are on a resource basis, the two sets of figures cannot be directly
compared…Under the new system the published figures represent not only the

                                                
2 Investing in You, the Annual Expenditure Report of the Scottish Executive, Chapter 7, pgs. 93 and 102
3 Making a Difference, Spending Plans for Scotland 2001-02 to 2003-04, pgs. 18-21
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direct capital spend but the full costs of borrowing that capital at 6% of the net
asset value.”4

10. While footnotes to the relevant tables in “Making a Difference” do indicate that the
figures include the capital charge element, the Committee considers that most
readers would have considerable difficulty in distinguishing the increase in cash
terms, from the “technical” increase caused by the change to resource
accounting. The Committee therefore recommends that in future the capital
charge and “cash” elements should be more clearly distinguished.

11. The Minister’s response provides a further breakdown of the water allocation,
separating the capital charge element from the Departmental Expenditure Limit
(DEL) Plans.5  A comparison of this DEL figure with the figures published earlier
in “Investing in You” gives a more accurate reflection of the impact of the
spending review.

12. The Minister’s response did not give a similar break down for Transport spending,
however the relevant figures are set out in a written answer to Bruce Crawford
MSP (attached at Annex D).

13. For information, a comparison of the water and transport allocations in “Investing
in You” with the allocations, minus capital charges, in the Minister’s response and
written answer is shown below:

WATER TRANSPORT

Investing
in You
£m

Minister’s
Response
£m

Increase

£m

Investing
in You
£m

Written
Answer
£m

Increase

£m

2000/01 219.3 NA NA 371 385.9 14.9

2001/02 208.7 302.3 93.6 393.1 426.1 33

2002/03 NA 302.3 NA NA 464 NA

14. It is the Committee’s understanding that, while the Transport figures above do
include grants to local authorities for piers and harbours, new roads and the
allocation for Strathclyde Passenger Transport Executive (SPTE), there are other
transport allocations made to local government which are shown under the local
government rather than the Transport heading (e.g. the Public Transport Fund).

                                                
4 Letter from the Minister, 6 November 2000
5 Letter from the Minister, 6 November 2000
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The Committee requested further information on the transport allocations to be
made to local authorities, however this information is not yet available.6

15. While the increase in funding for water and transport set out above is
welcome, the Committee considers, as stated in its Stage 1 report, that it is
not possible to make a qualitative judgement about whether funding levels
are appropriate without further information on the targets set for policy
areas and performance against those targets.

EXECUTIVE RESPONSE TO THE COMMITTEE’S STAGE 1 REPORT

16.  The Committee considers that the Executive’s response to its Stage 1
report was relatively comprehensive.  Members appreciate that a number of
issues relating to the content of the “Investing in You” document, both the
information to be made available and how it is to be made available, are best
taken forward in the Budget review process.  The Committee’s comments on
specific elements of the Executive’s response are set out below:

•  Support to SPTE:  In its Stage 1 report the Committee had indicated that it might
be beneficial to maintain levels of Executive support for SPTE despite increasing
income generated or declining costs7. The Executive’s response explains that
their support to SPTE is intended to support the purchase of services from
Scotrail and that the cost of this declines over the period of the franchise.  They
go on to explain that the Executive’s support declines accordingly and do not
indicate that they intend to change this practice8. The Committee accepts that
declining costs, or increased income generated from charges, are relevant
factors to be taken into account when determining an organisation’s funding
allocation.  However, members wish to record their view that central funding
should not be automatically reduced in such circumstances.  There may be
situations when funding levels from central government should be maintained in
the face of declining costs or increased income from other sources.  This will
depend on the scale of the task facing the organisation concerned and the
relative importance of their work and each case should be considered on its
merits.

•  SEPA Funding: The principle outlined above in relation to the SPTE
allocation is also relevant to SEPA funding.  In its Stage 1 report the
Committee noted that central support to SEPA was decreasing as SEPA’s
revenue from charges increased.  The Committee acknowledged that the rate of
the increase in charging revenue meant that overall resources for SEPA were
increasing but reflected that “whatever the ultimate expenditure on the service,
the Executive’s financial commitment to this issue is decreasing and that this
could be seen to contradict its stated aims and objectives.”9  However, in their

                                                
6 Letter from the Minister, 6 November 2000
7 Transport and the Environment Committee, Report, Annex K, Finance Committee 11th Report 2000, pg.119,
para 27
8 Executive Response to the Committee’s report on Stage 1 of the Budget Process, 14 September
9 Transport and the Environment Committee Report, Annex K, Finance Committee 11th Report 2000, pg122,
para 43
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response, the Executive see “no contradiction between increased charging and a
firm commitment to environmental protection” and do not indicate that they intend
to maintain or increase central funding in addition to increased revenue from
charges. The Committee wishes to make clear its support for the “polluter pays”
principle and that it does not see a contradiction between increased charging and
a commitment to environmental protection. Indeed the Committee’s report did
assert that there is such a contradiction. The report clearly states “the Executive’s
financial commitment to this issue (environmental protection) is decreasing
and…this could be seen to contradict its stated aims and objectives.”

•  Public Transport Fund: The Committee indicated that it would be helpful for the
figure for the Public Transport Fund to be set out separately. In their response the
Executive comment that this would be possible, but that care must be taken to
avoid an impression of “double counting”10. The Committee appreciates and
welcomes the Executive’s concern not to publish potentially misleading figures.
However, members remain of the view that a separate figure for the Public
Transport Fund would be helpful and that the presentational difficulties in
relation to this should not be insurmountable.

•  Executive responsibility for the core road network:   The Committee’s Stage 1
report suggested that the Executive may wish to play a more strategic role in
shaping Scotland’s “core” road network, which would cover both trunk roads and
more significant local authority roads11. The Executive are of the view that as a
result of a review undertaken in the mid 1990’s “the trunk road network is very
much to be regarded as the core road network”12.  They do not therefore indicate
that they intend to play a more significant role in relation to strategic planning for
the local authority road network. The Committee remains of the view that the
Executive require to play a more central and strategic role in this area.  This
does not mean that local authorities powers in this regard should be diminished,
rather the Executive should be a more active partner working alongside local
authorities to ensure that development is co-ordinated and that resources are
invested as effectively as possible.

•  Costs of the M77: The Committee suggested that where costs given in “Investing
in You” for a capital project are based on conventional procurement, but a public
private scheme which may alter the costs is being considered, this should be
stated explicitly13. In their response the Executive state that the figure of £60m
was the estimate via a conventional procurement route at the time of publication
and was therefore the correct figure14.  The Committee’s Stage 1 report did not
suggest that a different and speculative figure should be published. Members
remain of the view that where a PFI or PPP scheme which could
significantly alter costs is being considered that this should be clearly
stated.

                                                
10 Executive Response to the Committee’s Report on Stage 1 on the Budget Process, 14 September 2000
11 Transport and the Environment Committee Report, Annex K, Finance Committee 11th Report 2000,pg. 117,
para.17
12 Executive Response to the Committee’s Report on Stage 1 on the Budget Process, 14 September 2000
13 Transport and the Environment Committee Report, Annex K, Finance Committee 11th Report 2000, pg. 120,
para. 31.
14 Executive Response to the Committee’s Stage 1 Report on the Budget Process, 14 September 20000
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SUMMARY

17.  In summary, the Committee has noted the figures published in the Executive
publication and the additional information contained in the Minister’s statement of
28 September.  However, the Committee concludes that it is not in a position to
reach an informed view on the merits of the allocation decisions made by the
Executive and whether resources are appropriately and adequately targeted to
different policy areas. The Committee also highlights the need for further and
better information on the impact of the shift to Resource Accounting and
Budgeting. Finally, the Committee looks forward to the publication of the more
detailed level 3 figures and would welcome an early indication from the relevant
Ministers of when these figures will be available.
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ANNEX A

LETTER FROM THE THEN MINISTER FOR TRANSPORT AND THE
ENVIRONMENT, SARAH BOYACK MSP

STAGE 1 OF THE 2001-02 BUDGET PROCESS : REPORT OF THE TRANSPORT
AND ENVIRONMENT COMMITTEE ON THE 2000-01 BUDGET PROCESS

Jack McConnell accepted the proposals in the  Finance Committee Report on the
Executive's first Annual Expenditure Report that the Executive should respond
formally to each of the Subject Committees' Reports prior to the announcement of
Stage 2 expenditure proposals.  With that announcement to be made shortly I am
writing to you in response to the issues raised in the Transport and Environment
Committee Report.

I am grateful to the Committee for your thoughtful and constructive comments.  The
detailed points about the Budget process, the format of Investing in You and
presentation of figures – such as the handling of EYF – and the comments about
aims and objectives,  evaluation and the like will be picked up in the course of the full
review which is to be carried out in the Autumn on the way the budget process
worked this year.  In his letter of 28 June 2000 to the Finance Committee, Jack
McConnell agreed to work together with that Committee in carrying out the review.  I
also expect that review to explore the equality issues arising from the comments
made by a number of Committees including your own.

On the specific points raised in the Report in respect of Transport and Environment
issues, my comments are set out in the following paragraphs.

On the level of grant to the Strathclyde Passenger Transport Executive and its
separate capital expenditure allocation (paragraph 11) I will be quite happy to
explore ways to deliver your preferred presentation as part of Jack McConnell's
review of presentation as a whole.

You also raised other SPTE matters.  On further information on the criteria
employed by the Executive in determining whether and when to treat income
generated by SPTE as additional to central funding (paragraph 24),  the
Executive's support to SPTE, delivered through the Special Grant mechanism, is
intended to support SPTE's purchase of services from ScotRail as part of the
ScotRail franchise.   As indicated in the Special Grant report, the calculation of the
level of the grant takes account of various factors, including the payment that SPTE
make to ScotRail for the rail services provided.   In common with the rest of the
ScotRail franchise, that cost declines over the period of the franchise.  All other
things being equal, the Executive's support to SPTE correspondingly declines as
well.

On further information on the mechanisms  for identifying and meeting
financial pressures on the Strathclyde Passenger Transport Executive as a
result of new services beginning during the financial year (paragraph 29), the
Special Grant is the mechanism for Executive support to meet the cost of SPTE's
purchase of rail services. It would be used to support any agreed enhancement of
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rail services over and above those specified in the Public Service Requirement of the
SPTE element of the ScotRail franchise.  In relation to new services beginning
during a financial year, it would in principle be possible to take account of that in the
Special Grant report for that year if agreement and the necessary financial
information was available at the time of preparation of the Report.  Failing that, the
Special Grant mechanism includes an arrangement under which deficits and/or
surpluses from previous years are taken into account in ensuing Reports.

On the Committee's request that those elements of the Single Allocation which
are ring-fenced and therefore identifiable such as the figure for the Public
Transport Fund should be set out separately  (paragraph 11), it is possible to
identify PTF awards separately.  Because they are made through the local
government finance system they will still need to be shown as part of local
government expenditure;  and care would need to be taken to avoid any impression
of "double-counting".

On the Committee's view that the Executive should take responsibility for the
strategic overview of Scotland's core road network (paragraph 17), as part of
the consultation "Shaping the Trunk Road Network" carried out in the mid-1990s the
trunk road network was substantially altered in 1996, to coincide with the reform of
local government in Scotland.  This change was aimed at reflecting development and
land use changes since the last major review - more than 50 years previously.  As a
consequence, the trunk road network is very much to be regarded as the core
network.  Local authorities, on the other hand, are best placed to decide their
spending priorities on the maintenance and improvement of local roads in their
areas, according to their assessment of local needs, and taking account of guidance
issued by the Scottish Executive.

On the process of commissioning and conducting research (paragraph 19),
transport research was consolidated into a single programme in 1999 in order to
ensure that it provides effective support for all the Executive's transport policy and
operational functions, and to achieve a consistent approach in assessing the value of
potential projects in the context of overall transport policy objectives. Calls for bids
for future transport related research programmes and projects are given wide
distribution throughout the Executive, and proposals which address cross-cutting
issues are given high priority in the selection process.  Recent examples of such
projects are "Women and Transport",  "The Role  of Transport in Social Exclusion",
"Road Accidents and Children Living in Disadvantaged Areas" and "Disabled Access
to Public Transport". Links with other policy areas and Departments are also
maintained through the involvement of the Executive's Central Research Unit in the
Transport research programme.

On the extension of the M74 (paragraph 30), following the Strategic Roads
Review, Glasgow City and South Lanarkshire Councils were asked to give further
consideration to the case for the extension of the M74, and to consult with
neighbouring authorities.  Scottish Executive officials have been working closely with
the Councils on the financial and engineering aspects of this work, and I have
recently received a report from the two Councils on the first stage of the work.   We
have given a commitment to contribute to the scheme, and the level and timing of
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that contribution will be reviewed as part of the annual budget process, once the
local authorities have brought forward firm proposals.

On the costs of the M77 (paragraph 31), the "Investing in You" figure of £60m is
the estimate at the time of publication and is therefore the correct figure to show
within the Executive's spending plans.  The Scheme decisions arising from the
review made it clear that a PPP would be considered and preliminary work is in hand
to assess the merits in value for money terms of a PPP compared with conventional
procurement.  Any change in the project costs, whether or not these stem from a
change in the procurement method, would be reflected at the appropriate time in
future spending plans.

On Freight Facilities Grant (paragraph 32),  the recent success of the scheme has
stimulated a greater interest in applying for grant.  With awards currently in the
pipeline the lorry mile figure will increase to 12.5 million and with other applications
to be considered in the coming year the Executive remain on course to achieve the
15 million Programme for Government target.

On the resources available to HIAL (paragraph 35), revenue deficit funding for
HIAL is determined by need.  HIAL is subject to regulatory costs and fluctuating
revenues, which have dipped with the transfer of oil-related traffic from Sumburgh to
Scatsta.  In 1999-2000 and 2000-01 HIAL's External Finance Limit is respectively
£12.290m and, subject to Parliament's approval of Autumn revisions to the Budget,
£18.072m, the highest ever levels.

On funding for structural repairs to the road network and the opportunities for
such investment to benefit other modes of transport (paragraph 37), all major
elements of expenditure on the trunk road network are considered against the
Executive's five transport appraisal criteria – economy, safety, accessibility,
integration and environment.  Through consultation with local authorities and public
transport operators, and through techniques such as value management workshops,
enhancements to the transport network are considered alongside major maintenance
schemes.  Safety and environmental improvements are regularly included in such
schemes when the opportunity arises.  A broad view is therefore taken of
improvements to trunk roads.

On the projected franchise payments to ScotRail (paragraphs 38-40), when the
railway system was privatised, the private sector companies bid for the right to run
services in the 25 franchise areas established by the Franchising Director.  The
successful companies entered into contracts with the Franchising Director to deliver
a particular level of service including service improvements, over a specified period
of time on the basis of a range of assumptions, in particular about fare levels.  As
part of that contract, the Franchising Director agreed to pay the various train
operating companies specified amounts over the period of the franchise.  In all
cases, including ScotRail, these payments declined over the period of the franchise,
reflecting anticipated growth in revenues and the scope for efficiencies in the
operation of the services concerned.  Indeed, in nine cases, the contracts required
the train operating companies concerned eventually to start paying the Franchising
Director, rather than the other way round.
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The reduction in franchise payments is reflected in a reduction in the costs to the
taxpayer of supporting the GB railway system.  The overall level of funding for the
Strategic Rail Authority (which will have responsibility for making the franchise
payments) is a matter for the UK Government to determine in the light of its other
expenditure priorities.  Most recently the Government has announced in its Spending
Review revenue support for rail services of £4 billion over the next three financial
years.  When public expenditure responsibility for the Scottish passenger rail
franchise transfers shortly to Scottish Ministers, the necessary resources over the
forthcoming Spending Review period will also transfer.  If the cost should fall
thereafter, the resources will be available for Scottish Ministers to fund improved rail
services or to deploy for other purposes according to their priorities.

On the points raised on water (paragraph 41), I note the Committee's request on
presentation in future reports.  The inquiry you are intending on Water will allow us to
look in more depth at the other issues you raise.

On funding for SEPA (paragraph 43), while the level of grant-in-aid to SEPA has
declined in recent years, this is not any indication of a "decrease" in "financial
commitment" but a move towards more equitable means of cost recovery.  The
decrease in grant-in-aid has been more than compensated for by an increase in
charging.  There is no contradiction between increased charging and a firm
commitment to environmental protection.  On the contrary, this approach reflects the
policy of following the "polluter pays principle" enabling SEPA to recover costs from
those who require regulation rather than the taxpayer.

I hope this is helpful.  I trust that you will see real improvement, resulting from the
general review of the Stage 1 process and the Annual Expenditure Report, and I
shall aim to ensure that this reflects the views expressed by your Committee.

I am sending a copy of this letter to Jack McConnell and to Mike Watson.

SARAH BOYACK
14 September 2000
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ANNEX B

LETTER FROM THE CONVENER TO THE THEN MINISTER FOR TRANSPORT
AND THE ENVIRONMENT

SECOND STAGE OF THE BUDGET PROCESS

At its meeting on 4 October the Committee agreed it’s approach to the second stage
of the Budget Process.  Members agreed that we would not invite you to give oral
evidence at this stage. This decision was influenced by the fact that, as the
Committee stated in its report on Stage 1, on the basis of the information available
the Committee was not able to reach a view on the fitness of the Expenditure
proposals and, consequently, confined many of its comments to what information is
made available and how it is presented. You pointed out in your reply to the
Committee report that these issues of content and presentation are to be dealt with
in the review of the Budget process and the Committee therefore does not wish to
duplicate this process by inviting you to give evidence on the same issues at this
stage.

However, the Committee did agree to write to you seeking further clarification on a
number of issues and these are set out below.

Executive Response to the Committee’s Stage 1 Report

In its Stage 1 report the Committee raised the issue of the criteria used to determine
local authority funding for roads and transport.  The relevant extract from the
Committee report is set out below.

“The Committee is … concerned about the practice of distributing local authority
funding for roads and transport on the basis of past expenditure15. The Committee
believes that the approach should be clearly based on an assessment of current
need rather than historical spend.”

I do not think you covered this point specifically in your letter and  since I do not
envisage that it will be addressed in the review of the Budget process I would be
grateful for a response on this point.

Ministerial Statement on Transport and “Making a Difference”

The Committee would be grateful for further information on the following:

•  A breakdown of the allocation to local authorities in respect of Transport;
including what the additional resources of £200 million will be spent on.  If
detailed costs are not available we would be grateful for information on the
spending “headings” as a minimum.

                                                
15 Executive response, April 2000, pg19.
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•  Does the increase of £200 million set out above include figures for the Public
Transport Fund (£58 million in 2001 increasing to £150 million over the next three
years) and £70 million allocated to local authorities for repairs?  The Committee
would welcome further information on both these additional allocations.

•  M74:  The Committee would be grateful for further information on the Executive’s
plans in respect of the completion of the M74.  The Committee is of course aware
of the Minister’s commitment to implement decisions flowing from the studies into
the M74 (and A8 and A80 corridors).  The Committee would therefore be grateful
for further information on the remits of these studies and which possible routes
for the M74 are being examined alongside the possible costs of these routes. We
also wish to know when these studies are likely to be completed. Finally, the
Committee would be grateful on what costs will flow from the “necessary
preparation for building the road” to which you referred in your statement and
details of what this preparation will entail.

•   Comprehensive Spending Review:  Comparing the figures for 2001/02 set out in
“Investing in You” with the figures in “Making a Difference” it is clear that the
additional monies flowing from the UK Government Spending Review have made
a significant impact on the Transport and Environment portfolio.  If my reading of
the figures is correct, Transport spending has increased by £561.9 million and
environment spending by £289 million, most of these increases being accounted
for by increased allocations for motorways and trunk roads and water.  The
Committee would be grateful for any further breakdown of the increases as it
relates to Transport and the Environment.  However, I appreciate that this may
not be possible until Level 3 figures, which I understand are now not to be
available until January, are announced.  I would be grateful for any further
information you can provide on this point. (The issue of water spending is of
course something which we may require to address in taking forward our water
inquiry.)

Resource Accounting and Budgeting

•  The impact of resource accounting and budgeting will obviously be significant in
relation to the Transport and the Environment portfolio given the significant
capital expenditure programmes involved.  After the meeting at which you gave
evidence to the Committee on Stage 1, we requested further information on the
impact of resource accounting and budgeting and received a letter which
included the following response: "  ,,,the transition from a cash budget to a
resource budget is not yet complete. ...We cannot provide the information
requested until ...decisions are finalised and will therefore not be able to do so
until the conclusion of the current spending review process (currently due in early
autumn) but there is every intention that when outstanding issues have been
resolved there will be a briefing on this subject."

•  The Committee would therefore be grateful for information on the impact of
resource accounting and budgeting on the Transport and the Environment
portfolio.
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The Committee is required to report to the Finance Committee by 10 November and
a paper must therefore be put to this Committee at its meeting on 8 November.  I
would therefore be grateful for a response to the issues raised in this letter by
midday on Friday 3 November.  Please accept my apologies for this short deadline
which has been brought about in part due to pressure of work on the Transport
(Scotland) Bill.  I understand that the clerk has previously spoken to officials to give
warning of this timescale.
I look forward to hearing from you.

Regards,

ANDY KERR MSP, CONVENER
26 OCTOBER 2000
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ANNEX C

LETTER FROM THE MINISTER FOR TRANSPORT, SARAH BOYACK MSP

Thank you for your letter of 26 October, seeking further information and clarification
on a number of issues flowing from the budget process and the spending review
statement which I made in Parliament on 28 September.

I should say at the outset that many of the figures I have been able to announce to
date cannot yet be broken down below the "Level 2" stage.  A more detailed
breakdown will be published in the full budget document early next year.  Between
now and then I will be working with CoSLA, individual local authorities, transport
operators and others to work out the details of a number of initiatives.

I am, of course, happy to provide further information to the Committee where
possible.  I trust the responses in the attached Annex are sufficient to allow you to
report to the Finance Committee.

On the more general points you make about the impact of the move to Resource
Accounting and Budgeting you are aware, of course, that I no longer have
responsibility for the Environment portfolio.  However, I have, for the sake of
completeness, and with the agreement of Sam Galbraith, included in this reply a
brief response to the issues you raise about the funding of the water industry.

SARAH BOYACK
6 November 2000
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Executive Response to the Committee's Stage 1 Report

Local Authority Funding for Roads and Transport

The allocation of funding for local roads expenditure, including the additional funding
I announced on 28 September, is made through the formula agreed with CoSLA for
distributing Section 94 consents.  I believe that this formula, which includes an
allowance based on the length of roads within each authority, represents the best
available means of allocating borrowing consents.

I am aware that the Society of Chief Officers of Transport in Scotland conduct
surveys of the estimated costs of repair to local roads and bridges.  However, that
information is not yet collected in a form which is exactly comparable across all
councils, and does not therefore provide, as yet, a robust and equitable basis for the
allocation of funding.

Ministerial Statement on Transport and "Making a Difference"

Allocations to Local Authorities

The overall figure of £200m for local authorities which I announced on 28 September
includes both the substantial increase in the Public Transport Fund over the 3 year
period and the additional funding I have allocated for local roads and bridges.
Councils will also benefit from the transport spending review through additional grant
funding for piers and harbours, and through the new Integrated Transport Fund and
the Concessionary Fares Scheme which I announced in Parliament.

Discussions on a number of initiatives are underway and a detailed breakdown of the
allocations to local authorities will not be available until these are complete.  In my
statement on 28 September for example, I said that the Executive would be talking to
CoSLA about how we should allocate the additional £70m which will go to councils to
address the backlog of repairs on local roads and bridges.  I have now agreed with
CoSLA that the funding will be distributed to local authorities as additional Section 94
capital consents.  On the Public Transport Fund, I hope to announce in the near
future the projects which have been successful in the 3rd round of bidding for funding.
Thereafter, we will be looking at the successes of the Fund so far and shaping our
ideas for future years.

M74 Northern Extension

You asked for information on the remits of the transport corridor studies into the A8,
A80 and now the M74.  These are primarily intended to be investigations of problems
on, or with, all modes of transport.  Although the initial programme of studies,
identified in the course of the Strategic Roads Review, was intended to address
specific problems on the trunk road network, in practice the Transport Corridor
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Studies will cover problems on the road, rail and bus systems, including access to
ports and airports.

In seeking solutions to the problems to be addressed the contributions of all modes
will be considered, including walking, cycling, air transport, shipping and pipelines,
as well as roads, railways, buses and other forms of public transport.  Whilst the M74
NE corridor will assume a strategic road link as a given, the focus of the studies in
the A8 and A80 corridors will not primarily be on ways of providing additional road
capacity.  However, proposals for road improvements, whether through better
management (including prioritisation for essential non-car traffic), widening or new
alignments, are not ruled out in these corridors and may be considered if such a
solution were to be shown to be the most appropriate in the circumstances.

The output from the Studies is likely to be a number of different ways of addressing
the problems within the study areas.  These options will be in the form of plans, that
is, collections of quite specific and individual interventions.  While it is conceivable
that just one option for the recommended plan may emerge from the work, it is
thought more likely that a small number (two or three) variants will emerge as front-
runners, with the final choice being made by Scottish Ministers, after taking account
of the final consultations.

You may also be interested to know that the four-month Scoping Study of the A8 and
A80 corridors reported at the end of July.  This provided much valuable information
on the perceived problems, constraints and opportunities in these corridors and
included a short, sharp consultation programme.  In addition, we have commissioned
the preparation of guidance on the appraisal methodology for use in the Studies –
the Scottish Transport Appraisal Guidance (STAG).  This will be available in draft
form in November 2000.

As far as the likely route of the M74 NE is concerned you will be aware that I have
had two  meetings with the leaders of Glasgow City, South Lanarkshire and
Renfrewshire Councils to discuss the project.  In addition, I have set up a special
project team, which includes officials from the Executive and the three councils, to
take forward the detail of the proposals.  At this stage we are looking at one main
corridor for the route, but there may be deviations from this depending on the need
to acquire land, the size of the agreed road and the number of junctions to be built.
It is too early to say what the outcome of these discussions will be but I am happy to
report that we are making good progress in reaching agreement on the major issues.

Until agreement is reached it is not possible to establish with any precision the costs
of either the preparatory works for the scheme, or for the actual design and
construction of the road itself.  In addition, it is possible that the scheme will be
subject to public local inquiry.  There are, however, a number of tasks which we can
and are taking forward now and as agreement is reached with the councils, such as
the preparation of the necessary statutory orders and other procedures which are
required when preparing for a major road building project such as this.  Both the
Executive and the councils have committed funding for these early tasks and we will
take decisions on the future funding requirements once the project details become
clearer.
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Comprehensive Spending Review and the impact of Resource Accounting and
Budgeting

As the Committee recognises, the introduction of Resource Accounting and
Budgeting has had a significant effect on the presentation of the public expenditure
figures.

The Committee's calculations of the apparent differences in both Transport and
Environment funding for 2001-02 are correct.  However, because the figures set out
in “Investing in You” were on a cash basis whereas the figures in “Making a
Difference” are on a resource basis the two sets of figures cannot be directly
compared.  This is due to the high asset valuation of the motorway and trunk road
network and the water industry, and to the large scale capital expenditure
programmes planned for both.  Under the new system the published figures
represent not only the direct capital spend but the full costs of borrowing that capital
at 6% of the net asset value.  In addition, the profit/loss estimates for CalMac and
Highlands and Islands Airports Limited on the Transport budget, and for the water
authorities on the Environment side have an impact on the figures.

"Level 3" figures for Transport, which will include a more detailed breakdown of the
trunk roads programme, will be published early next year.

On the Environment programme, your Committee may be interested to see the
following table which shows the budgets set for the Scottish Water Industry.

2001-02 2002-03 2003-04
Cost of Capital 186 198 230
DEL Plans
(Investment -
Profit)

302.3 302.3 309.7

Total budget
allocation

488.3 500.3 539.7

Decisions on the allocation of these elements amongst the 3 authorities for 2001-02
will be made shortly before your water inquiry gets underway and further
explanations will be provided at that time.  The introduction of RAB for the other
elements of the Environment programme has no significant effect since they are
largely grant payments scored in the Resource Budget.



21

ANNEX D

SCOTTISH PARLIAMENT WRITTEN ANSWER TO BRUCE CRAWFORD MSP: 25
OCTOBER 2000

Bruce Crawford ( Mid Scotland and Fife) (SNP):  To as the Scottish Executive
what expenditure is has committed on transport in 1999-2000 and how much it plans
to spend in (i) 2000 – 01, (ii) 2001 – 02, (iii) 2002- 03, showing the capital charges to
be incurred during each financial year; what the purpose is of the capital charges in
these expenditure plans, and whether they count as part of the public expenditure
allocation to Scotland through the Barnett formula.

(S1W-10178)

Sarah Boyack: In 1999-2000 the Scottish Executive spent £320.6 million on
transport. Capital charges were not computed for this year.
Expenditure plans for the next three years, which in each case include capital
charges, are as follows:

2000-
01

£ 877.5 million (including capital charges
of £491.6 million)

2001-
02

£ 954.5 million (including capital charges
of £528.4 million)

2002-
03

£1,008.4 million (including capital charges
of £544.4 million)

These figures include grants to local authorities.

Capital charges represent depreciation and the cost of capital (currently 6%). A
feature of the newly introduced Resource Accounting and Budgeting, which aims to
ensure that the full economic cost of government activity is measured properly,
capital charges are intended to show that there is a cost to the taxpayer in tying up
money for many years. The motorway and trunk road network is a very valuable
asset.

Capital charges are not at present allocated to Scotland through the Barnett formula.
They are treated as an item of Annually Managed Expenditure, to which the Barnett
Formula does not apply.
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