
Budget Process 2009-10 
 

Guidance for Subject Committees 
 
Introduction 

1. As committees will be aware, the Finance Committee is currently 
conducting a review of the Budget Process.  As that review has not yet 
concluded, then scrutiny of the Draft Budget 2009-10 will take the same form 
and use the timetable as would normally be expected.  This means that 
subject committees will be asked to scrutinise the expenditure of the 
portfolio(s) within their remit and report to the Finance Committee by mid-
November.  The Finance Committee will then publish its own report and lead 
a debate on the report in December. 

2. The Draft Budget 2009-10 was published on 16 September 2008.  Both 
The Finance Committee’s adviser, Professor David Bell and SPICe have 
drafted analyses of the Draft Budget and these can be accessed via the 
following links: 

http://www.scottish.parliament.uk/s3/committees/finance/budget/documents/2
009-10_adviserPaper1.pdf

http://www.scottish.parliament.uk/business/research/briefings-08/SB08-49.pdf

3. As this is a non-Spending Review year, then the figures shown in the 
Draft Budget are an update of those contained in Draft Budget 2008-09.  
Where there have been changes to the figures in Draft Budget 2008-09, these 
are detailed after the appropriate Level 2 and Level 3 figures in a paragraph 
entitled “Budget Changes”. 

 
Issues for consideration 

4. As last year, the Committee recognises that some subject committees 
may be scrutinising sections of the budget rather than the entire portfolio 
budget.  The following suggestions made by the Finance Committee for areas 
subject committees should address can be answered in the context of the 
entire portfolio within the committee’s remit or of the particular part of the 
portfolio on which the committee is concentrating. 

General approach 
5. As this is not a Spending Review year, committees are invited to focus 
on any changes made to budget of the portfolio that they effectively shadow.  
As set out above, where changes have been made to individual budgets, 
there should be a narrative at the end of the appropriate section in the Draft 
Budget showing what those changes are. 

6. Committees are invited to comment on any of the changes made to 
budgets within their remit. 
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7. In giving evidence to the Finance Committee’s review of the Budget 
Process, the Cabinet Secretary for Finance and Sustainable Growth indicated 
that he thought it would be useful for explanations to be given on outturn 
expenditure.  Table 4 in the Annex to the Draft Budget shows estimated 
outturn expenditure for 2007-08, however actual outturn figures will be shown 
in the Scottish Government’s annual accounts.  It is anticipated that these will 
be published at the end of September.  The Finance Committee is taking 
evidence from the Cabinet Secretary on both outturn expenditure and 
“Scotland Performs” so it can assess how money has been spent in the past 
year and subject committees may also find it useful to adopt this approach. 

Budgetary information 
 
8. In its report of the Draft Budget 2008-09, the Finance Committee made a 
number of recommendations to improve the information in the Draft Budget.  
As a result, the following changes have been made to the presentation of 
figures in this year’s Draft Budget: 

• Level 2 figures have been provided on both a cash and real terms 
basis 

• Estimates of capital spending by the private sector and estimated 
payments under PPP contracts have been provided 

• Level 2 figures have been split into capital and revenue 
• Local Government Revenue Expenditure Plans have been included as 

has information on Specific Grant Funding to Local Government 
• Spending plans for individual territorial health boards and special 

health boards have been shown 
 
9. The Scottish Government’s response to the Finance Committee’s report 
on Draft Budget 2008-09 is attached which details all of the recommendations 
made in the report and the response given to each recommendation. 

10. The Finance Committee appreciates that some committees have 
previously asked for Level 4 information to be shown in budget documents.  
As you will see from the Finance Committee’s report and the Scottish 
Government’s response, it was thought that including Level 4 information in 
the Draft Budget might be unwieldy, but that the relevant Scottish Government 
directorate should provide any Level 4 information required by subject 
committees.  Therefore, committees should direct any such requests to the 
relevant directorate as soon as possible. 

11. Committees are invited to comment on the presentation of 
information in the Draft Budget particularly in light of the changes that 
have been made to this year’s Draft Budget.  

Efficiency Savings 
12. The Spending Review/Draft Budget 2008-09 set a target of 2% cash-
releasing efficiency savings to release £1.6b over the period of the Spending 
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Review.  In May 2008, the “Efficiency Delivery Plans 2008-11” were published 
which showed a target for efficiency savings in 2008-09 of £534 with identified 
savings of £601m.   The document also presented targets of £1068m and 
£1603m for savings in 2009-10 and 2010-11 respectively.  Local authorities 
will be able to retain and reinvest any efficiency savings which they make.  
With regard to other budgets, the Finance Secretary, in evidence to the 
Finance Committee on 17 May 2008 stated that “some parts of the efficiency 
savings have been deducted at source”, which implies that some other 
savings can be reinvested either within the same organisation/directorate or 
within the general budget.  Any savings above 2% can be retained by the 
relevant organisation/directorate. 

13. Committees may wish to seek further information on efficiency 
savings within the appropriate portfolio and the Finance Committee 
would be interested in any views or comments. 

Equal Opportunities 
14. The Scottish Government has stated that “the principles of equality 
underpin the Government's investment and work across all strategic 
objectives”.  It has also made clear that the individual policies that the budget 
funds will be equality impact assessed. 

15. Given that, subject committees may wish to question their Minister on: 

• how the Draft Budget demonstrates the Scottish Government’s 
commitment to equality; and 

• how the process of equality impact assessment has influenced 
the spending decisions made in the Draft Budget. 

Alternative Spending Proposals 
16. As set out in the Written Agreement between the Finance Committee 
and the Scottish Government, the Finance Committee can propose alternative 
spending plans.  Whilst the Finance Committee will consider its own position 
and possible recommendations, it must also consider any proposals put 
forward by subject committees and will set out whether it agrees or disagrees 
with any such proposals in its report on the Draft Budget. 

17. Committees are asked to consider whether they wish to make any 
alternative spending proposals within the appropriate portfolio. It should 
be borne in mind that any changes must keep within the overall 
spending limit set by the Draft Budget and therefore, any proposed 
increases must be offset by proposals for decreases elsewhere.  The 
Finance Committee would expect that subject committees would 
propose additional spend within their remit and that they would take 
money from another budget line within their remit, since they will have 
built up an evidence base for this during their scrutiny of the Draft 
Budget.  
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Andrew Welsh 
Convener 
Finance Committee 
Scottish Parliament 
Edinburgh 
EH99 1SP 

__ 
29 January 2008 
 
 
Dear Andrew, 
 
I enclose, at Annex A, the Scottish Government’s response to the Finance 
Committee’s report on the 2008-2009 Draft Budget.  Given the truncated 
scrutiny process caused by the delay in the UK Comprehensive Spending 
Review, I am impressed with the quality and scope of the Report and 
appreciate what a difficult task it must have been to produce it. 
 
If you have any further questions about the response or require any additional 
information you are welcome to contact me.  I look forward to working with 
you over the coming months to consider improvements on the budget process  
 
 
 

 
 
 
 

 
 
 
 
JOHN SWINNEY 
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ANNEX A 
FINANCE COMMITTEE 1ST REPORT, 2008 (SESSION 3) 
 
STAGE 2 OF THE 2008-09 BUDGET PROCESS 
 
RESPONSE TO CONCLUSIONS AND RECOMMENDATIONS 
 
 
National Performance Framework 
 
The Committee believes the Scottish Government should where practicable, 
further elaborate how the Strategic Objectives which support the delivery of 
the Scottish Government’s purpose are related and what weight will be 
attached to each. The Scottish Government should also make clear the order 
of priority given to its objectives and the basis on which this order has been 
decided (paragraph 37). 
 
The Scottish Government described its priorities in Chapter 8 of the Scottish Budget 
Spending Review 2007 document.  In particular figure 8.01 illustrates the framework, 
showing the structure with the Purpose as the key priority, supported by the Strategic 
Objectives and National Outcomes.  The Strategic Objectives inform the Purpose 
and all of the Strategic Objectives are equally important in delivering the Purpose. 
There is no order of priority.  The 5 strategic priorities set out in the Government’s 
Economic Strategy will drive delivery of the Purpose across the Strategic Objectives. 
 
Performance Monitoring 
 
The Committee believes that the new National Performance Framework is a 
step in the right direction but recognises there is still limited evidence linking 
expenditure to outcomes and this leaves open the question of whether there 
should be hard, fixed targets or “direction of travel” targets. This is echoed by 
many subject committees. Regardless of the debate over fixed or direction of 
travel targets, the Committee recommends that baseline information should be 
published for all SMART targets. The Committee welcomes the fact that there 
will be annual reporting on progress against targets. It appreciates the 
practical difficulties involved, but believes that such progress reports should 
be published earlier than 2009 if possible. The Committee signals its intention 
to scrutinise this issue on an on-going basis (paragraph 45).  
 
Available baseline information was published in the technical notes for the 2007 
Spending Review on 30 November.   
 
The Scottish Government recognised the need for a range of targets, and that is why 
there are 15 specific targets and 30 direction of travel targets in the set of national 
indicators, as well as 2 short term and 7 longer term targets relating to the Purpose. 
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We intend to report on progress on an ongoing basis and are taking work forward 
through the development of Virginia-style1 performance reporting which we plan 
should be in place before 2009. 
 
 
REPORTS FROM SUBJECT COMMITTEES 
 
General 
 
The system of all subject committees appointing their own advisers and 
working with this Committee’s budget adviser appears to have worked well 
and the Committee recommends this approach be adopted and developed in 
future years (paragraph 47).  
 
National Performance Framework and Spending Priorities 
 
The Finance Committee believes that, without more information and a firm 
commitment from the Government and councils regarding continuing 
investment in RTPs, there is a level of uncertainty now surrounding the future 
of RTPs.  The Finance Committee recommends that the Scottish Government 
facilitates further discussions with local government to address these 
concerns (paragraph 54).  
 
The Scottish Government will be providing local government in Scotland with record 
levels of funding over the spending review period.  The vast majority of the funding, 
including the capital resources for RTPs, will be provided as part of the local 
authority settlement.  Regional transport funding priorities will be determined locally 
by the RTPs in consultation with their constituent councils.  RTP revenue support will 
continue to take the form of direct grant from the Scottish Government, with some 
match-funding by constituent councils. In the case of SPT, the £25 million capital 
funding will be ring-fenced given their particular role in the delivery of projects and 
services such as the Glasgow Subway.  
 
Following the meeting, on 8 January, I wrote to the 7 RTP Chairs encouraged by the 
value they, and CoSLA, felt they could offer under the new Concordat and within the 
new budgetary arrangements.  I requested that the RTPs amend their Regional 
Transport Strategies to become high level, strategic documents for resubmission to 
Ministers for approval, with specific interventions moved to become part of locally 
agreed and funded delivery plans.  
 
The Finance Committee draws attention to the concerns raised by the 
Education, Lifelong Learning and Culture Committee in relation to both the 
overall three year funding and within that, the year-to-year funding for higher 
education (paragraph 55).  
 
The Universities Scotland's bid was, in total, an additional £526 milion over 3 years 
not £168 million.  Working within the constraints of the tightest ever settlement since 

                                            
1 Model of public reporting using a website named ‘Virginia performs’ 
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devolution the Scottish Government have delivered an additional £263m showing the 
strength of our our commitment to higher education.   
 
  
The Government has stated that £10 million will be removed from the college 
capital lines in the budget and given to universities but there is no reference to 
this in any budget documentation. The Education, Lifelong Learning and 
Culture Committee also recommended that the Government clarify this point. 
The Finance Committee accepts the need for clarification (paragraph 56).  
 
Given the profile of capital programmes in 2007-08, the most effective allocation of 
additional capital was a 60/40 split between colleges and universities.  However the 
Scottish Government has always made it clear that over the spending review period 
we would transfer £10 million from the college capital line into the HEI capital line to 
ensure a 50/50 split between sectors.  
 
It would not be appropriate to factor into the Budget Bill a timetable for this money 
transferring from colleges to universities, because it is difficult to be precise on the 
timing of capital funding.  In this respect, the Scottish Government rightly give 
Scottish Further and Higher Education Funding Council flexibility to vire capital 
spend between colleges and universities on an annual basis to optimise the efficient 
flow of funds.   
 
The Committee would draw attention to the relevant sections of the Rural 
Affairs and Environment Committee’s report regarding waste management. 
 
There were a number of issues that need to be addressed and specific 
recommendations for the Scottish Government to consider, namely that future 
budget documents include: 
 
♦ an assessment of progress towards meeting national and EU waste targets; 

and 
♦ a detailed breakdown of how the Zero Waste budget has been allocated to 

specific initiatives (paragraph 57).  
 
This level of detail would be inappropriate and unmanageable in the Spending 
Review and Draft Budget Documents and the Scottish Government do not plan to 
provide this level of information in future budget documents.  However, the Scottish 
Government would be happy to supply further information on targets and budgetary 
information to the Finance and Subject committees as required. 
 
The Rural Affairs and Environment Committee recommended that a significant 
proportion of the Marine Management budget line should be set aside in the 
first year of the Spending Review to support the fishing industry and the 
Committee recommends that the Scottish Government should give full 
consideration to this proposal (paragraph 58).  
 
The Scottish Government fully agrees with the Committee and will seek to take on 
board the Committee’s recommendation.  The Marine Management budget will be 
focused on measures to prepare for the eventual introduction and implementation of 
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new marine legislation.  A key aspect of that will be to provide support to implement 
the commitments to sustainable fisheries which the industry has made. 
 
A number of the subject committees raised concerns about the adequacy of 
national targets and indicators (paragraphs 52 to 63) and the Committee 
intends to scrutinise these issues on an ongoing basis and in doing so, will 
explore the issues raised by subject committees (paragraph 63).  
 
The indicators were selected following careful consideration across the Scottish 
Government to find those which best show progress toward the achievement of the 
Purpose, Strategic Objectives and outcomes. We were influenced by what was 
measurable and what would support more than one objective or outcome.   
 
Specific targets are only useful when they are well defined, where the impact of 
policy can be assessed in that way and where a specific target would encourage 
appropriate activity. Specific targets have therefore been used sparingly and have 
only been introduced where they genuinely support and can measure progress.  
 
 
Timetable for budget scrutiny 
 
Committees have raised concerns about the timetable available for scrutiny of 
the budget process. Following a resolution of the Parliament, there will be a 
review of the entire budget process and, given its pivotal role in the process 
and the Written Agreement between the Finance Committee and the Scottish 
Government, the Committee would intend to take a leading role and a range of 
issues, including the timetable for budget scrutiny, will undoubtedly form part 
of any such review. The Committee recognises this will be a fluid process but 
hopes that significant progress can be made in time for next year’s budget 
(paragraph 68).   
 
The Scottish Government is committed to an open and transparent budget process 
which ensures maximum opportunity for scrutiny and follows the protocols 
established in previous years.  The scrutiny undertaken by both finance and subject 
committees is a key element of the budget process.   We agree that the time 
available for scrutiny should be maximised within the constraints of the Budget Bill 
process.  The recently agreed review of the budget process will provide an excellent 
opportunity to consider the concerns about scrutiny and in particular the problems 
around the timetable. We share the ‘hopes’ of the committee that the results of 
review will have an impact on next year’s budget process. 
 
 
For the immediate future to counteract the timetabling difficulties, the 
Committee recommends that subject committees give some thought to 
incorporating specific financial scrutiny into any inquiry work undertaken 
during the year. In that way, it might then be possible to focus on particular 
areas of spending and to take evidence prior to the Draft Budget being 
published. Such evidence-based work could then feed into committee 
consideration of the Draft Budget (paragraph 70).  
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This is a matter for the Parliament.  
 
Budgetary Information 
 
General 
The Committee sought further budgetary information from the Scottish 
Government which it received. The Committee considers that the Scottish 
Government should have attached the subsequently produced table of 
changes as an Annexe to the Draft Budget and recommends that for future 
years, any such presentational changes should be stated clearly, either in an 
Annexe or by way of a footnote in the Draft Budget. While the Committee 
appreciates that the Budget documents had to be put together quickly this 
year, it also recommends that, having regard to the principle of co-operation 
and agreement inherent in the Written Agreement between the Finance 
Committee and the Scottish Government, in future significant changes in 
presentation should be agreed with the Finance Committee (paragraph 78).  
 
This was a unique year in terms of presentational changes as we sought to reflect, 
as transparently as possible, both the structural changes introduced by the new 
Scottish Government and the historic agreement with local government.  The 
Spending Review document set out at levels 1, 2 and 3 the volume of information 
that the Government would normally be expected to set out took into account the 
Finance Committee's legacy paper on improving the presentation of the budget.   
The Scottish Government accept that should significant changes in presentation be 
proposed in future that we will consult the Finance Committee as appropriate.   
 
Block allocations and further information on funding levels  
In his response to the Finance Committee, the Cabinet Secretary stated that he 
would be happy to explore improvements to the presentation of health board 
allocations which would meet and support the Committee’s needs and the 
Committee intends to pursue this with the Scottish Government (paragraph 
80).  
 
The Health and Sport Committee made a number of recommendations for 
improvements which, although they are primarily an issue for that Committee, 
could be worthy of consideration.  The recommendations are that: 
 
♦  the division of the budget between the territorial health boards as a group 

and the special health boards as a group be included in the draft budget; • 
the calculation of the Arbuthnott Formula be brought forward to the 
summer so that individual territorial health board allocations can be 
published in the Draft Budget; 

♦ the publication of the blue book be brought forward to September so that 
recent expenditure and activity trends for health boards can inform the 
Health and Sport Committee's budget scrutiny, and • that individual health 
board spending plans be incorporated in the Draft Budget (paragraph 81).  

 
The Scottish Government note that the Finance Committee intends to pursue 
potential improvements in the presentation of Health Board allocations with the 
Scottish Government, and can confirm that we will offer as much support as possible 
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to facilitate this.  We would reiterate that the Scottish Government is happy to 
explore and discuss any potential improvements (including those recommendations 
made by the Health & Sport Committee) in order to assist the Finance Committee's 
scrutiny of the budget process and to enhance future draft budget documents. 
 
The Finance Committee believes that Level 3 budget lines should be split into 
capital and revenue. On the issue of having a further spending breakdown, the 
Committee appreciates the difficulties faced by subject committees but if all 
information required by subject committees beneath Level 4 were provided, 
then the Draft Budget would become unwieldy.  However, where any 
committee requests such supplementary information, the Finance Committee 
would expect that the relevant directorate in the Scottish Government should 
supply it. The Committee will ensure that this issue is covered in future 
guidance to subject committees (paragraph 91).  
 
 
The Committee recognises the concerns expressed by all subject committees 
as a consequence of the changes in the presentation of information in the 
Draft Budget (paragraphs 82 to 90), particularly: 
♦ Level 3 budget lines now rolled up into the local government settlement; 
♦ GAE totals; 
♦ the distribution of capital grants; 
♦ the splitting of Level 3 budget lines into capital and revenue.  
 
Adhering to the principles in the Written Agreement of co-operation and 
agreement to allow effective scrutiny, the Committee invites the Cabinet 
Secretary to jointly review the presentation of information and to agree with 
the Committee a way forward for future years, with particular reference to: 
♦ the presentation of level 3 budget lines; 
♦ the identification of relevant local authority GAE totals; 
♦ the relationship between expenditure and Single Outcome Agreements; 
♦ transitional arrangements to allow comparison to be made between past 

and future years; and 
♦ ensuring transparent tracking on expenditure patterns at all levels 

(paragraph 92).  
 
The level 3 budget lines have never before been split into capital and revenue in the 
draft budget document, as this analysis is provided in the supporting document to the 
budget bill. However, we will explore how this level of analysis could be best 
incorporated in the draft budget document in future years.  I agree that to provide 
budget details below level 3 in what is primarily intended to be a corporate document 
would make it unnecessarily unwieldy. I also support the view that should individual 
subject committees require more detailed information below this level the relevant 
directorate in the Scottish Government should supply it.  We are aware that 
information of this sort was provided in this and previous budget rounds. 
 
As my letter of 26 November to the Finance Committee made clear, GAEs are not 
budgets but only a means of calculating the distribution of the Government’s overall 
support to local authorities.  Any interpretation that they are budgets or spending 
targets would be wholly misleading.  On any particular GAE assessment local 
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authorities might spend more on the service than the GAE assessment implies while 
on another they might spend less.  Also, in some cases there is no direct correlation 
to how local authorities manage their budgets or account for their expenditure and 
the items included on the list of GAE assessments which have evolved over a 
number of years and are now somewhat out of date.  
 
That is why under the terms of the joint Concordat agreed with COSLA the position 
has moved on and while GAE assessments have still been used in the distribution 
methodology that underpins the allocations, the additional revenue resources from 
Spending Review 2007 for local government have not been allocated to the previous 
individual GAE service assessments but only distributed on the basis of the overall 
shares.  The individual GAE assessments do not exist for 2008-09 and beyond; 
there is only a block allocation. 
 
Under the Single Outcome Agreements approach, the monitoring arrangements will 
focus on the outcomes that are being delivered within the overall level of resources 
being provided, but not what individual local authorities are spending on individual 
services per se.  All of this requires a major shift in the mind-set of past relationships 
and we must step back for micro-managing local government and allow them to 
decide locally how best to allocate resources to deliver the necessary outcomes.  
This Government has risen to that challenge and substantially reduced the level of 
ring-fencing. 
 
Capital Spend 
The Committee recommends that an estimate of capital spending by the 
private sector and estimated payments under PPP contracts should be 
provided in the Draft Budget in future years (paragraph 93)  
 
Information on the estimate of capital spending by the private sector and estimated 
payments under PPP contracts will be provided in future Draft Budgets.  These 
tables had been in previous Draft Budgets but were taken out due to the tight 
publishing deadlines this year.   
 
OTHER ISSUES RAISED BY SUBJECT COMMITTEES 
 
The Committee notes the concerns about using a GDP deflator to forecast 
growth and notes that the Atkinson review looked at measuring prices in the 
public sector and that the Scottish Government is continuing to undertake 
work in this area. The Committee will monitor developments (paragraph 94).  
 
Initial work around the Atkinson review, looking at measuring prices in the public 
sector, reached fruition in October when new measures of public sector outputs were 
incorporated into the Scottish Government's quarterly measure of GDP.  These 
series are still under development in Scotland and for the UK. The Government will 
continue to share our findings in order for the Committee to monitor developments. 
 
 
The Committee agrees with the Economy, Energy and Tourism Committee that 
allocations should be provided on a cash and real terms basis in future 
budgets (paragraph 95).  
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Real terms figures for level 1 were provided in annex c to the draft budget document 
and level 2 figures were subsequently provided separately. This was intended to 
keep the published document within a manageable length but I am happy to explore 
the reinstatement of these tables in future documents. 
 
The Committee appreciates that the enterprise network reform is in a 
transitional phase at the moment but would expect that the relevant budgetary 
information and figures will be published as soon as this transitional period 
comes to an end and included in future budget documents (paragraph 96).  
 
The Scottish Government has not taken any final decisions on the enterprise 
network reforms.  The details of those transfer amounts will be made public once an 
agreement has been reached. 
 
The Committee recommends that opportunities for enhanced integration 
between commercial bus services, and between those services provided by 
other public sector providers, such as health boards and education 
authorities, be explored as fully as possible. The arrangements for Community 
Planning will play a critical role in facilitating this improved integration and 
efficiency in service provision. The Committee notes that improvements to 
service provision will help meet the objective of improving the accessibility of 
public transport to all sections of the community.  
 
The Scottish Government, as part of the implementation of the Bus Action Plan, will 
produce guidance for local transport authorities regarding the potential role for Bus 
Planning Forums which will comprise of key stakeholders including bus operators.  
The forum will encourage the consideration of an audit of all bus services provided in 
the area to consider possible efficiencies and enhanced integration between all 
commercial and public sector providers to improve local bus networks. 
 
The Committee is persuaded that investment in small transport interventions, 
such as a modest bus priority schemes, is an essential part of a genuinely 
integrated approach to transport investment. 
 
The Scottish Government agrees that well targeted bus priority measures can be 
effective as part of a wider approach to local transport planning.   We will encourage 
the use of Quality Partnerships as part of enhanced partnership working.  This offers 
local transport authorities enhanced value to their infrastructure investment through 
agreements with bus operators to improvements to vehicles or services in return for 
the use of infrastructure and this can provide a stable environment which will 
encourage operators to invest in services. 
       .   
LOCAL GOVERNMENT FUNDING 
 
Ring-fencing 
The Committee notes the arguments both for and against the reduction in ring-
fencing of funds and considers that the key to addressing any remaining 
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concerns lies in the structure and monitoring of Single Outcome Agreements 
(paragraph 118). 
 
See response in Single Outcome Agreement Section. 
 
Single Outcome Agreements 
The Committee is supportive of Single Outcome Agreements (SOAs) in 
principle. However, it is crucial that their format and the monitoring 
arrangements are fit for purpose to ensure they can work on a practical level. 
The Committee recommends that the Cabinet Secretary clarifies the potential 
format of SOAs, including the issues to be captured by them and the level of 
detail they will be expected to provide (paragraph 121). 
 
There is a High-level Implementation group made up of senior representatives from 
COSLA, SOLACE, Improvement Service, Audit Scotland and the Scottish 
Government who are currently discussing the fine detail of the format and content of 
a SOA.  SOAs will complement existing monitoring arrangements in the form of 
National Statistical returns, Best Value and Community Planning Audits and reports 
by external inspection bodies, and will be tailored to reflect the local requirements 
and priorities while ensuring that there is the right amount of impetus and direction to 
deliver right across the suite of Government priorities. 
 
 
The Committee seeks clarification on whether there would be any 
circumstances in which ring-fencing might be reintroduced where a local 
authority was not meeting the performance targets associated with its Single 
Outcome Agreement and what those circumstances would be (paragraph 126). 
 
The Scottish Government will pursue measures aimed at resolving problems 
associated with under-performance before considering instigating financial controls.  
These measures and mechanisms will be determined by the group overseeing the 
process towards implementation of the Single Outcome Agreements. 
 
Reinstating ring-fencing would be a very last resort only if the partnership was failing 
to deliver.  We have no reason to anticipate that will happen.   
 
The Committee recommends that the Cabinet Secretary provides full detail 
on the proposed reporting and review process for SOAs). In anticipation of the 
review process, the Committee makes the following recommendations in 
relation to the tracking of spend and the monitoring process to ensure that 
proper scrutiny can take place. (paragraph 129 
 
As part of its annual reporting process, local authorities should be required to 
produce a statement explaining any significant changes in expenditure 
patterns – this would apply to the entire budget and not just to those monies 
which were previously ring-fenced; 
 
We do not consider this type of reporting to be appropriate and feel it is more 
important that our focus remains on securing better outcomes for people. 
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Baseline information should be provided for the indicators and targets as they 
will be applied to local authorities so that progress can be monitored. 
 
The Scottish Government recognises that performance in year 1 can only be 
monitored in a meaningful way if baseline information is available.  These issues are 
part of the detailed discussions with local authorities in how to determine monitoring 
arrangements at a national level and at a local level.  We are also in discussion with 
COSLA with a view to identifying robust baseline data. 
 
Local authorities should provide any other information that they see as 
relevant to monitoring their SOA. 
 
This detail is very much part of the discussions that the Scottish Government is 
having with COSLA.  It will be the responsibility of local authorities to present such 
information which supports their achievement of the commitments set out in their 
SOA. 
 
To this end, given that local authorities are currently subject to Best Value 
Reviews conducted by the Accounts Commission and that the new National 
Performance Framework and SOAs may change current scrutiny 
arrangements, the Scottish Government should arrange urgent discussions 
with the Accounts Commission, the Auditor General for Scotland and COSLA 
to consider how the monitoring and reporting of targets will be carried out 
under these new arrangements (paragraph 130). 
 
Audit Scotland has provided helpful advice on the development of the new approach, 
and the Deputy Auditor General is a member of the High Level Group which is 
overseeing implementation of the new arrangements.  This involvement in the high 
level implementation steering group will ensure performance monitoring and Best 
Value audits support and compliment the move towards an outcome based 
approach.  Audit Scotland/Audit Commission will continue to have a role in 
monitoring local government performance.  
 
Council tax freeze 
The Committee requests clarification on whether the overall figure of £70m 
to be distributed to local authorities would be adjusted if not all councils 
agree to the freeze (paragraph 135). 
 
The Committee notes the statements by both the Cabinet Secretary and 
COSLA over the level of funding provided to fund the council tax freeze and 
while these apparent disagreements can be viewed as an integral part of any 
negotiation, it is clear that this will be an ongoing issue (paragraph 139). 
 
 
The provisional allocation of the £70 million was calculated on the basis if all councils 
were to freeze their council tax rates. A share of the £70 million will only be 
distributed to those councils which freeze their council tax rate.  The Scottish 
Government is clear that we have signed a Concordat covering the full Spending 
Review Period with COSLA.  I stated at Committee that there is adequate resource 
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for each of the three years for councils to freeze their tax at 2007-08 rates.  
However, it is up to councils each year when setting their council tax rates as to 
whether they decide to freeze them. 
 
Non-Domestic Rate Income (Business Rates) 
 
The Committee appreciates the reasons why research has so far not been 
carried out on the impact that a reduction in business rates would have on 
economic growth. However, it signals that it will take an interest in any 
research which may be carried out in the future (paragraph 146).  
Lower business taxation is part of a broader package of measures that have a track 
record internationally of creating a supportive business environment and of 
increasing sustainable economic growth.  Once the Small Business Bonus Scheme 
is fully implemented, we will be in a position to evaluate its impact, including how it 
interacts with other rates relief schemes, and to ensure that rates relief is targeted at 
those businesses which need it most. 
 
Alternative Spending Proposals 
 
The Committee recommends that the Scottish Government bring forward 
proposals setting out how, over the period covered by the spending review, 
the level of police recruitment can be increased beyond that currently 
planned, and what changes will be required to the 2008-09 Budget as a result 
(paragraph 149).  
 
The Scottish Government is giving its full consideration to this suggestion, but we 
must emphasise that any increases in police funding would have to be matched by 
making the difficult decision to produce similar reductions elsewhere in the budget.   
 
 
The Committee recommends that the Scottish Government considers 
whether there is scope to increase the reductions in business rates applying 
in 2008-09 beyond those stated in the Spending Review as the first stage of 
the acceleration of the reductions, and what changes will be required to the 
2008-09 Budget as a result3 (paragraph 151).  
The Scottish Government is already committed to accelerating reductions in 
business rates if additional resources become available, but we are giving our full 
consideration to the suggestion to accelerate reductions further.  However as I 
mentioned in my previous response, any suggested increases in funding would have 
to be matched by reductions elsewhere in the budget.   
 
Efficiency Savings 
 
The Committee seeks clarification of what proportion of efficiency savings 
will be deducted at source and from where, and what will be redistributed. 
 
The commitment to deliver 2% cash-releasing efficiencies each year will allow £1.6 
billion to be redirected over the next three years.  Decisions on the allocation of the 
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cash released will be made within portfolios on the basis of how best to deliver the 
Scottish Government’s priorities.   
 
Under the Concordat, signed with the Convention of Scottish Local Authorities on 
14 November 2007, local authorities, for the first time, will be allowed to retain all of 
their efficiency savings to redeploy and meet ongoing and new pressures.   
 
The Scottish Government will publish our detailed plans by the end of March 2008. 
 
The Committee also seeks clarification on whether there are contingency 
plans should the 2% efficiency savings not be achieved (paragraph 154). 
 
This challenging but achievable commitment that will ensure that we make the best 
use of the limited resources available.  It will help make continuous improvement a 
core behaviour at the heart of culture within the public sector. 
 
Ongoing monitoring of the efficiency target will allow ealy warning of any under 
performance which will allow remedial measures, including support where 
necessary, to be put into place. 
 
The Committee echoes the concerns of the previous Finance Committee and 
Audit Scotland that it is vital that robust baseline information is provided and 
recommends that the Scottish Government collaborates with the relevant 
public sector bodies to produce such information (paragraph 161).  
 
The Scottish Government agree that robust baseline information is essential and are 
using 2007-08 DEL as baseline.  We will ensure that rigorous reporting data is 
available to show efficiency gains and will continue to work with public sector bodies 
to produce robust evidence without creating needless bureacracy.    
 
 
The Committee also signals its intention to scrutinise on an on-going basis the 
Scottish Government’s efficiency initiative by examining the first report to be 
published in March 2008 and any reports made by Audit Scotland (paragraph 
162).  
 
The Scottish Government welcomes the Finance Committee’s stated intention to 
examine the Efficiency Delivery Plans which are to publish by the end of March this 
year.  I have asked my officials to ensure that on publication they send a copy of the 
Efficiency Delivery Plans – and any other Scottish Government publication on 
Efficient Government - to every Finance Committee member to facilitate this 
process.  
 
 
Sustainability  
With regard to embedding sustainability in policy-making and helping to 
improve the linkage between strategic objectives, targets and indicators and 
between them and budget decisions, the Committee will assess and forward to 
the Scottish Government any suggestions from its witnesses on sustainability. 
The Committee would recommend that the Scottish Government examines 
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these, together with the relevant Official Report and submissions as part of its 
work on carbon accounting (paragraph 171).  
 
All Scottish Government Bills are required to have a sustainable development 
statement.  A new checklist tool which is currently being piloted will help teams to 
assess Bills for their contribution to sustainable development and aid them in 
developing a sustainable development statement to accompany the Bill. 
 
Officials are working with the Sustainable Development Commission in looking at 
parliamentary scrutiny of sustainable development, this checklist is likely to form the 
basis of Parliamentary Committees’ questioning on sustainable development 
concerns.   
 
The Scottish Government commitment in the Scottish Budget 2007 will introduce a 
system of cross compliance to ensure that  spending decisions use available 
techniques and information to assess the carbon impact of policy options during the 
appraisal process refers to measuring the impact on future emissions of a project or 
policy. 
 
In this context, we will review the Finance Committee report and associated 
evidence with a view to informing development of Scottish Government guidance on 
assessing the future carbon impact of policies for use during the next budgetary 
period.  We will also take account of any submissions received subsequently in 
development of the guidance, or in subsequent reviews of the guidance 
 
 
Equalities 
The Committee recognises that the National Performance Framework has just 
been established and that the Draft Budget reflects this, but would ask the 
Scottish Government to consider whether, in future years, information and 
spending allocations with regard to equalities issues can be made more 
specific in the context of this new framework (paragraph 175).   
 
The Scottish Government recognises the importance of equality to the delivery of its 
strategic objectives and its national outcomes.  This is reflected in the national 
performance framework and stated in the budget.   
 
The Scottish Government also endeavours through its work with the Equality 
Proofing the Budget and Policy Advisory Group, to ensure the reflection of equalities 
in policy development and implementation as well as in the budget process.  We will 
continue to do so in the coming period.  
 
The Committee concurs with the Equal Opportunities Committee’s 
recommendation that its membership should be extended to include senior 
representation from the Finance and Sustainable Growth directorate 
(paragraph 176). 
 
The Scottish Government is currently looking at the membership of the Equality 
Proofing the Budget and Policy Advisory Group and will invite representation from 
within Finance and Sustainable Growth. 
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The Committee is pleased to note that the Equal Opportunities Committee 
believed that the section on equalities in the final guidance to subject 
committees was helpful and will take on board its comments for its guidance 
in future years (paragraph 177).  
 
This is a matter for the Parliament.  
 
 
The Committee notes the Equal Opportunities Committee’s recommendation 
that the extent to which any subject committee advisers could be asked to 
brief committees on equal opportunities issues should be considered 
(paragraph 178).  
 
This is a matter for the Parliament.  
 
 
Scottish Parliamentary Corporate Body 
 
The Committee encourages the SCPB to continue its rigorous approach in 
relation to the scrutiny of commissioners and ombudsman spending plans, 
particularly in light of the variations in approaches to certain costs that are 
apparent between the relevant office-holders (paragraph 195).  
 
Audit Scotland 
 
The Committee notes the Scottish Commission for Public Audit (SCPA) 
recommendation that Audit Scotland’s budget proposal be approved 
(paragraph 200).  
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