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This briefing summarises the tax and spending plans contained within the Scottish 
Government’s Draft Budget 2016-17.  
 
More detailed presentation of the budget figures can be found in the Draft Budget 2016-17 
spreadsheets. The Draft Budget 2016-17 level 1 and 2 spreadsheet covers higher level figures. 
Level 3 is the most detailed breakdown contained in the Government’s spending plans and can 
be found in the Draft Budget 2016-17 level 3 spreadsheet. The FSU has also published the 
most detailed available level 4 figures.   
 
A high level overview of the budget can be found in the Draft Budget 2016-17 infographic and 
an overview of of the taxation plans in the Scottish Rate of Income Tax and Devolved taxes 
infographic.  
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EXECUTIVE SUMMARY 

Draft Budget 2016-17 sets out Scottish Government spending plans for financial year 2016-17. 
The plans include the setting of the Scottish Rate of Income tax for the first time, and rates and 
revenue forecasts for the devolved taxes.  
 
The discretionary element of the Scottish Government Budget is the Departmental Expenditure 
Limit, which is planned to fall in 2016-17 by 2% in real terms. Resource spending will fall by 
2.2% in real terms with Capital spending overall (including borrowing and financial transactions) 
broadly standing still in real terms at -0.1%. Health, Wellbeing and Sport is by far the largest 
portfolio (42.5% of DEL) and receives the largest absolute increase (£662m).   
 
The Scottish Rate of Income tax is set for the first time at 10%, meaning Scottish taxpayers will 
pay no more than taxpayers in the rest of the UK. The Office for Budget Responsibility (OBR) 
estimates that this will generate £4.9bn.  Devolved taxes (Land and Buildings Transaction Tax 
and Scottish Landfill Tax) are expected to generate £671m, £71m more than the £600m 
corresponding reduction in the block grant (via the block grant adjustment mechanism).  
 
Five years of forecasts for devolved taxes have been provided for the first time and show 
Scottish Government total forecasts, by and large, to be higher than OBR forecasts. The 
Scottish Fiscal Commission assesses the Scottish Government forecasts for devolved taxes as 
“reasonable” but is concerned at the lack of further modelling on the behavioural responses of 
taxpayers in relation to residential Land and Buildings Transaction Tax.  
 
The Scottish Government plans to supplement the 2016-17 capital budget with non-profit 
distributing investment to the value of £909m.  However, due to changes in accounting rules, 
£398m of the value of this investment is reflected in the capital DEL budget. 
 
Over the period 2012-13 to 2019-20, on the basis of current plans, a total of £1.8bn will be 
allocated to financial transactions, relating to equity/loan schemes beyond the public sector. 
These amounts need to repaid to HM Treasury in future years – no payments have been made 
to date. In 2016-17, £251m in Financial Transaction monies has been allocated to housing 
related schemes, including Help to Buy.  
 
Local Government will receive £10,152.3m in 2016-17.  This includes a real terms fall of 5.2% in 
its revenue settlement. The Scottish Government plans to freeze Council tax in 2016-17 for the 
9th successive year at a cumulative cost of £3,150m.  
 
The Draft Budget was accompanied by documents covering performance, carbon impacts and 
equalities. The Scottish Government also published a one year pay policy which includes a 1% 
cap on pay for staff earning over £22,000.  
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INTRODUCTION 

Draft Budget 2016-17 was published on 16 December 2015 and sets out the Scottish 
Government’s draft tax and spending plans for 2016-17. A Scottish Rate of Income Tax (SRIT) 
is set for the first time under the powers devolved by Scotland Act 2012. Land and Buildings 
Transaction Tax (LBTT) and Scottish Landfill Tax (SLfT) are also set for the second year since 
they were devolved. Publication of the Draft Budget commences parliamentary scrutiny of the 
Government’s tax and spending plans, a scrutiny process which is truncated due to the UK 
Spending Review not being published until 25 November 2015.  
 
Alongside the main budget document, the Scottish Government published documents on 
Infrastructure Investment, Performance, Carbon Assessment, Equalities and a forecasting 
methodology for the devolved taxes. The Scottish Fiscal Committee also published its 
assessment of the five-years of devolved tax forecasts and economic determinants 
underpinning the projected non-domestic rate income.  
 
Table 1.01 in the introduction to the Draft Budget document presents the Scottish Departmental 
Expenditure Limit (DEL) as received from the Treasury. This presents the Scottish allocations 
from HM Treasury for the remainder of the Spending Review period (through to 2019-20) – the 
document itself only allocates these monies for one year, 2016-17.  
 
Table 1.01 shows that the Scottish DEL will increase by 0.5% in cash terms and decrease by 
1.2% in real terms in 2016-17. However, the DEL presented in the actual portfolio chapters and 
presented in the annex in p160 shows DEL falling in cash terms by 0.3% and by 2.0% in real 
terms. It is not clear how this difference arises. This briefing presents the actual spending plans 
as set out in the portfolio chapters and annex tables of the Draft Budget publication.  
 
The level 2 and 3 figures in the document reflect any changes that were formally made in the 
passage of the Budget Bill in February 2015. Most of the changes announced by the Deputy 
First Minister at Stage 3 of the Budget Bill did not formally amend the Bill. Instead these were 
shown in the accounts at the mid-year Autumn Budget Revision stage. As such some budget 
lines for 2015-16 do not reflect what is actually being spent. An example of this is the Fuel 
Poverty/Energy Efficiency line of £89m on p86, which does not include the £20m announced by 
the Deputy First Minister at Stage 3 of the Budget Bill and formally approved by Parliament at 
the Autumn Budget Revision. This has the effect of making the 2015-16 baseline look lower 
than it is in reality and presents the Fuel Poverty/Energy Efficiency budget line as increasing in 
2016-17, when it is actually falling if compared with the final 2015-16 budget.  
 
The Scotland Act 2012 allows Scottish Ministers to borrow up to 10% of the DEL Capital budget 
(including financial transactions). The Draft Budget indicates that the Scottish Government 
intends to use the full borrowing limit in 2016-17 of £316m. Last year’s Draft Budget also 
committed to the full capital borrowing limit but that is still to be drawn down.  
 
Many of the numbers in this briefing are adjusted for inflation (presented in “real terms” or 2015-
16 prices) and the deflator used is the HM Treasury GDP deflator, as used in the Draft Budget, 
which is 1.7% for 2016-17.  
 

ALLOCATIONS 

Total Managed Expenditure (TME) comprises DEL and Annually Managed Expenditure (AME). 
TME in 2016-17 is £37,133.5m. Figure 1 shows how this is allocated between DEL and AME. 
DEL is the element of the budget over which the Scottish Government has discretion and is 

http://www.gov.scot/Publications/2015/12/9056
http://www.gov.scot/Publications/2015/12/5962/downloads
http://www.gov.scot/Publications/2015/12/3758/downloads
http://www.gov.scot/Publications/2015/12/8862/downloads
http://www.gov.scot/Publications/2015/12/3449/downloads
http://www.gov.scot/Publications/2015/12/7589/downloads
http://www.gov.scot/Publications/2015/12/7589/downloads
http://www.fiscal.scot/media/media_437935_en.pdf
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divided into Capital and Resource. AME is expenditure which is difficult to predict precisely, but 
where there is a commitment to spend or pay a charge, for example, pensions. Pensions in 
AME are fully funded by HM Treasury, so do not impact on the Scottish Government’s spending 
power. Non-domestic rates (covered below) are also classed as an AME item in the budget and 
form part of Local Government spending. 

Figure 1: Allocation of TME, 2016-17, cash TERMS 

 

Figure 2: Absolute change, DEL Resource and DEL Capital real terms, 2015-16 to 2016-17 

 

Figure 2 shows the real terms changes in DEL Resource and DEL Capital between 2015-16 
and 2016-17. DEL Capital is boosted in 2016-17 by £316m of Capital borrowing under the terms 
of the Scotland Act 2012.  
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Figure 3: DELs by portfolio, 2016-17 

 

Figure 3 shows the DEL portfolio budgets and their cash and real change in 2016-17. Key 
points to note are as follows: 

 Health, Wellbeing and Sport is the largest portfolio, comprising 42.5% of total DEL in 
2016-17. This is an increase on the 2015-16 share of total DEL which was 40.2%. 

 The next largest portfolio is the Social Justice, Communities and Pensioners’ Rights 
portfolio which comprises 27.2% of total DEL in 2016-17. The equivalent figure for 2015-
16 is 28.9%. This is largely due to the fall in Local Government which accounts for the 
majority of this portfolio budget, and is discussed in more detail below.  
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RESOURCE AND CAPITAL EXPENDITURE 

Figure 4 shows the split between DEL Resource and DEL Capital by portfolio in 2016-17 and 
shows that, as might be expected, the Infrastructure, Investment and Cities portfolio has the 
highest concentration of DEL Capital Spend within it (53% of portfolio DEL). The next largest is 
Finance, Employment and Sustainable Growth (40% of portfolio DEL).  
 
Figure 5 shows the Real terms percentage change in 2016-17 in DEL Resource and DEL 
Capital by portfolio. 

Figure 4: Resource and Capital DEL budget split by portfolio 
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Figure 5: Real terms % change in DEL Resource and DEL Capital by portfolio 

 
 

 Only two portfolios show an increased resource budget (in real terms): health, wellbeing 
and sport (up 1.6% in real terms) and Scottish Parliament and Audit (up 7.4% in real 
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 The administration capital budget increases by 59% in real terms, but this represents a 
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 The Parliament and Audit capital budget is reduced by 56% in real terms, but this 
represents a relatively small cash reduction of £2.1m 

 

CAPITAL AND INFRASTRUCTURE 

The 2016-17 DEL capital budget from HM Treasury is £2,832m, a 3.5% increase in real terms 
compared with 2015-16.  The Scottish Government is also able to borrow up to 10% of its 
capital budget (DEL capital + Financial Transactions).  If the maximum capital borrowing powers 
are used, this will be equivalent to £316m in 2016-17.  In addition, the Scottish Government has 
£326m allocated for financial transactions in 2016-17 and will receive further funds in year from 
HM Treasury in relation to the Glasgow City Deal (£10m currently allocated).  Taken together, 
these four elements give a total allocated capital budget of £3,484m.  The Scottish Government 
plans to supplement the 2016-17 capital budget with non-profit distributing (NPD) investment 
with a net additional capital value of £511m in 2016-17.1   

NON-PROFIT DISTRIBUTING (NPD) PROGRAMME 

In 2016-17, the Scottish Government plans to progress a range of projects using NPD financing.  
Planned investment through NPD financing in 2016-17 is £909m. This includes projects such as 
the M8/M73/M74 motorway improvements, the Aberdeen Western Peripheral Route as well as a 
range of school, college and health projects.  NPD investment is a form of revenue funding 
which means that the Scottish Government does not pay the upfront construction costs, but is 
committed to making annual repayments to the contractor, typically over the course of 25-30 
years.   

ESA 10 

New European accounting guidance (European System of Accounts 2010 – ESA10) came into 
effect in September 2014. These rules have implications for the accounting treatment of public-
private partnership projects (PPPs), including NPD.  The new guidance means that some 
projects that were formerly classified as private sector will now be classified as public 
sector. This affects any projects reaching financial close since September 2014. 

Projects that are deemed to be public sector projects require upfront budget cover to be 
provided from the capital DEL budget over the construction period of the asset.  This compares 
with the budget treatment for private sector projects, where the costs are treated as revenue 
costs and are spread over the period (usually 25-30 years) over which the asset is used and 
maintained. The change in treatment means that affected NPD projects impact on the capital 
DEL budget.   

The Scottish Government has been able to adjust the design of smaller NPD hub projects so 
that they can continue to be treated as private sector assets and financed through the revenue 
budget as before.  This means that 2 community health and 10 school hub projects that had 
been put on hold are now able to progress. 

However, uncertainty remains over a number of larger “stand-alone” NPD projects.   The UK 
Office for National Statistics (ONS) has determined that the £745m Aberdeen Western 
Peripheral Route (AWPR) project which is currently under construction should be treated as a 

                                            
1
 Due to the ESA 10 changes described below, £398m of the £909m capital value of planned NPD investment has 

required upfront capital budget allocation.   



 10 

public sector project, with resulting implications for the capital DEL budget.  Decisions have yet 
to be reached in relation to four further NPD projects: 

 the Dumfries & Galloway Royal Infirmary (£275.5m, currently in construction) 

 the Royal Hospital for Sick Children/Department for Clinical Neurosciences (£230.1m, 
currently in construction) 

 the Scottish Blood Transfusion Service (£38.1m, currently in construction) 

 the Balfour Hospital in Orkney (£67.5m, currently in procurement).   

The projects that are under construction are continuing to the same timetable, but amounts 
have been included in the capital DEL budgets to allow for the capital costs incurred in 2016-17: 

 £215m in the health capital DEL project for the three health projects listed above that are 
under construction 

 £183m in the motorways and trunk roads capital DEL budget for the AWPR. 

REVENUE FINANCING AND THE 5% CAP 

Annual repayments resulting from revenue financed projects, such as NPD projects, come from 
the Scottish Government’s revenue budget.  The Scottish Government has committed to 
spending no more than 5% of its total DEL budget on repayments resulting from revenue 
financing (which includes NPD, previous PPP contracts, regulatory asset base (RAB) rail 
investment) and any repayments resulting from borrowing.  Based on current plans, the Scottish 
Government will spend around 3.75% of its total DEL budget on such payments in 2016-17, 
rising to a peak of just over 4.2% in 2020-21.  On the basis of the 2016-17 total DEL2, this would 
suggest current repayment commitments of just over £1.1bn. 

FINANCIAL TRANSACTIONS 

The Draft Budget includes £326m in 2016-17 for “financial transactions”.  This relates to Barnett 
consequentials resulting from a range of UK Government housing-related equity/loan finance 
schemes.  Over the period 2012-13 to 2019-20, on the basis of current plans, financial 
transactions allocations will total £1.8bn. The Scottish Government has to use these funds to 
support equity/loan schemes beyond the public sector, but has some discretion in the exact 
parameters of those schemes and the areas in which they will be offered.  This means that the 
Scottish Government is not obliged to restrict these schemes to housing-related measures and 
is able to provide a different mix of equity/loan finance.   
 
In 2016-17, a total of £251m has been allocated to housing-related schemes, including Help to 
Buy (Scotland).  The Scottish Government is also providing equity/loan finance support in areas 
other than housing.  Individual tables in the budget document show the following profile for 
financial transactions.   
 
 
 
 
 

                                            
2
 Excluding Financial Transactions. 
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Table 1: Financial transactions, £m 
 

Portfolio area 2015-16 2016-17 

Health, wellbeing and sport 2.0 5.0 

Finance, constitution and economy 8.5 35.5 

Education & lifelong learning 7.2 14.0 

Rural affairs, food and the environment 7.5 5.0 

Culture, Europe and external affairs 8.0 5.0 

Infrastructure, investment and cities 5.0 7.0 

Social justice, communities and pensioners' rights 340.0 251.2 

Total of above 378.2 322.7 

Note: the total of amounts shown for individual portfolios differs from the total shown in Table 1.01 of the 
Draft Budget (£386m in 2015-16 and £326m in 2016-17). The Scottish Government has indicated that 
this reflects a carry-forward of £30.6m of the allocation for financial transactions from earlier years.    

 
The Scottish Government will be required to make repayments to HM Treasury in respect of 
these financial transactions.  The repayments will be spread over 30 years, reflecting the fact 
that the majority of FT allocations relate to long term lending to support house purchases and 
the construction sector.  The repayment schedule is based on the anticipated profile of Scottish 
Government receipts.  It is agreed with HM Treasury and reviewed on an annual basis. No 
repayments have been made to date and none are planned for 2015-16. 

REAL TERMS INCREASES AND DECREASES 

Figure 6 presents the largest real terms level 2 budget line increases and decreases in 2016-17 
on the previous financial year. Only increases and decreases above £5m have been included. 
Points to note are as follows: 
 

 Health receives by far the largest increase, with Local Government receiving by far the 
largest decrease 

 Motorways and Trunk Roads receive the 2nd largest increase, however Rail Services in 
Scotland receive a reduction in funding 
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Figure 6: Largest real terms changes, 2015-16 to 2016-17, £m 

 

LOCAL GOVERNMENT 

TOTAL LOCAL GOVERNMENT BUDGET 

The presentation of local government in the 2016-17 Draft Budget has changed.  Rather than its 
own portfolio chapter, local government is now included within the “Social Justice, Communities 
and Pensioners’ Rights portfolio.  This section of the briefing discusses the local government 
settlement in brief.  A further, detailed, dedicated briefing on the local government settlement 
and the allocations to individual local authorities will be published in due course 

The total allocation to local government in 2016-17 will be £10,152.3m. This is a substantial 
reduction on the 2015-16 allocation of £10,756.7m – more than 7% in real terms. Table 2 below 
sets out the level 3 breakdown of the local government settlement, in cash and real terms. 
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Table 2: Local Government – level 3 breakdown 

Level 3 2015-16  2016-
17 (cash) 

2016-17 
(real) 

Real 
change 

Real 
change 
% 

General Revenue Grant  7,004.0 6,685.9 6,574.1 -429.9 -6.1% 

Non-Domestic Rates 2,799.5 2,768.5 2,722.2 -77.3 -2.8% 

Support for Capital 716.2 480.6 472.6 -243.6 -34.0% 

Specific Resource 
Grants 

91.9 91.0 89.5 -2.4 -2.6% 

Specific Capital Grants 145.1 126.3 124.2 -20.9 -14.4% 

Total Local Government 10,756.7 10,152.3 9,982.6 -774.1 -7.2% 

of which:  RDEL 7,095.9 6,776.9 6,663.6 -432.3 -6.1% 

                CDEL 861.3 606.9 596.8 -264.5 -30.7% 

                AME 2,799.5 2,768.0 2,721.7 -77.8 -2.8% 

      

GRG+NDRI 9,803.50 9,454.40 9,296.34 -507.16 -5.2% 

 

The Scottish Government guarantees the combined general resource grant (GRG) and 
distributable non-domestic rate income (NDRI) figure, approved by Parliament, to each local 
authority. A drop in NDRI is compensated for by an increase in general revenue grant and vice 
versa.  Therefore, to calculate Local Government’s revenue settlement, the combined GRG + 
NDRI figure is used.  The table above shows that combined GRG+NDRI falls by 5.2% in 
real terms in 2016-17.  

The capital allocation also appears to be falling substantially – more than 30% in 2016-17.  
However, this includes a number of reprofiling and other changes in both 2015-16 and 2016-17 
(see footnotes 3 and 4 to table 9.12 in the Draft Budget).   Table 3 below adjusts the capital 
allocation for these changes to provide a like for like comparison, meaning that on a like for like 
basis the local government capital allocation increases by 7.4% in real terms. 

Table 3: Local Government capital - adjusted 

£m 2015-16 2016-17 
(cash) 

2016-17 
(real) 

Real 
change 

Real 
change  

DEL Capital 861.3 606.9 596.8 -264.5 -30.7% 

Reprofiling -168.2 150.0    

Adjusted 693.1 756.9 744.2 51.1 7.4% 

 

Non-Domestic Rates income is forecast to fall by 2.8% in real terms in 2016-17.  This is a very 
different picture to the previous spending review period, when each year saw a year on year 
above-real terms increase. The Draft Budget explains that this is due to lower than forecast 
growth in the tax base and low inflation resulting in low growth in poundage.  The Government is 
also proposing a number of changes to the large business supplement and some reliefs.   

In terms of local government’s share of the Scottish budget, to ensure comparability, this is 
calculated on the basis of the total local government settlement as a percentage of Scottish 
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Government DEL+NDRI.  Table 4 shows that, on this basis, and using the allocations in the 
Draft Budget, Local Government’s share of the Scottish budget is falling by 1.7%. 

Table 4: Local Government – share of the Scottish Budget 

 2015-16  2016-17 (cash) Change 

LG total 10,756.7 10,152.3  

SG DEL+ DNRI 33,336.5 33,212.6  

LG as a % of SG DEL+NDRI 32.3% 30.6% -1.7% 

 

COUNCIL TAX  

The Government confirmed that it is currently considering its response to the recently published 
report of the Commission on Local Tax Reform, “and will bring forward detailed proposals in the 
new year to reform the current system, drawing on the evidence considered by the 
Commission.”  The Draft Budget further confirms that the settlement contains an additional 
£70m to freeze the council tax for another year.  This brings the total cost of the freeze in 2015-
16 to £630m, and the total cumulative cost from 2008-09 to 2016-17 to £3,150m.  
 

SCOTTISH RATE OF INCOME TAX 

SRIT will be introduced in Scotland from 6 April 2016 through the Scotland Act 2012.  UK 
income tax rates will be reduced by 10p in the pound.  The Draft Budget proposes to set SRIT 
at 10p for 2016-17 on the basis that “any increase above a 10% rate would have a 
disproportionate effect on the amount of tax paid by people on very low taxable incomes against 
their current tax bill, and any decrease would disproportionately benefit those people with high 
incomes.”  This means that income tax for Scottish taxpayers in 2016-17 will be the same as in 
the rest of the UK.     
 
The OBR has forecast that SRIT revenues for 2016-17 will be £4,900m. The Scottish 
Government has not produced an alternative forecast. 
 
2016-17 is the first, transitional year of implementation of SRIT.  Thus the OBR’s forecast for 
SRIT revenues will be notionally taken off the block grant but will be automatically added on to 
the Scottish budget.  The net effect on the Scottish budget is 0.    

DEVOLVED TAXES 

LBTT and SLfT have been devolved since April 2015.  The Draft Budget proposes to keep the 
same rates and bands for LBTT for 2016-17 as for 2015-16 as shown in Table 5. 
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Table 5: LBTT bands and rates 

Residential transactions Non-domestic transactions Non-residential leases 

Band Rate Band Rate Band Rate 

Up to 
£145,000 

Nil Up to 
£150,000 

0 Up to 
£150,000 

0 

£145,001 to 
£250,000 

2% £150,001 to 
£350,000 

3% Over 
£150,000 

1% 

£250,001 to 
£325,000 

5% Over £350,000 4.5%   

£325,001 to 
£750,000 

10%     

Over £750,000 12%     

 
The Draft Budget proposes to introduce from 1 April 2016 a new LBTT supplement on additional 
homes, such as buy-to-let properties and second homes.  This supplement will be 3 percentage 
points of the total price of the property for all relevant transactions above £40,000 and will be 
levied in addition to current LBTT rates.  Thus LBTT on a second home valued over £750,000 
will be 12 + 3 = 15%.  The Draft Budget states this supplement “imposes a greater tax burden 
on those purchasing residential property as an additional purchase, for investment or 
recreational purposes compared to those seeking to purchase the property as a main residence.  
Our proposal complements our commitment to supporting home ownership in a balanced and 
sustainable way.” 
 
The Scottish Government estimates the LBTT supplement in 2016-17 will raise between £17m 
and £29m.  
 
Table 6 shows proposed SLfT rates that will apply from 1 April 2016 compared to 2015-16 rates. 
 
Table 6: SLfT rates 

 2015-16 2016-17 % increase 

Standard rate £82.60 £84.40 2.2% 

Lower rate £2.60 £2.65 1.9% 

 
These rates are the same as the planned UK Landfill Tax rates for 2016-17. The Draft Budget 
states this “addresses concerns over potential ‘waste tourism’ were there to be a material 
differential between the rates of tax charged in Scotland and the rest of the United Kingdom.” 
 
For the first time, the Scottish Government has produced five-year forecasts for the devolved 
taxes. Figure 7 shows the Scottish Government’s forecast for LBTT and SLfT revenues 
compared to the OBR’s forecast. 
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Figure 7: Scottish Government and OBR LBTT and SLfT forecasts, 2016-17 to 2020-21 

 
 
The residential LBTT supplement was announced in the Draft Budget and revenue has thus not 
been forecast by the OBR.  A comparison between the Scottish Government and OBR forecasts 
must exclude this supplement.  OBR forecasts for the devolved taxes are between £7m and 
£31m lower than Scottish Government forecasts each year, except in 2020-21 when the OBR 
estimate revenues of £10m more than the Scottish Government. This is a change from previous 
forecasts from the OBR which tended to be higher than those produced by the Scottish 
Government.  
 
The Scottish Fiscal Commission (SFC) carried out an independent assessment of the Scottish 
Government’s forecasts and published its Report on Draft Budget 2016-17 the same day the 
2016-17 Draft Budget was published.  The SFC stated that the forecasts of devolved tax 
revenues for the Draft Budget are reasonable but highlighted a number of points of concern (the 
lack of further modelling of the behavioural responses of taxpayers in relation to LBTT for 
instance) and made a series of recommendations to the Scottish Government for future 
modelling.   
 
On LBTT, the SFC specifically noted that the forecasting method used by the Scottish 
Government “will tend to produce reasonable short-term forecasts when there is no major 
change in the economic environment.  However, such approaches are known to miss major 
turning points such as housing market booms or busts” (Scottish Fiscal Commission 2015).  It 
highlighted the following points in particular: 
 

 On residential LBTT: “we are increasingly concerned about the residential LBTT 
forecasts which still assume no behavioural responses.” 

 On non-residential LBTT: “we urge the forecasters to analyse what micro-data are 
available for non-residential LBTT as a way to interrogate any effects of fiscal drag.” 

 On the LBTT supplement: “we emphasise the uncertainties behind our assessment of 
reasonableness in terms of data available for the second homes and buy-to-let market 
and the challenge of estimating the size of the tax base.” 
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http://www.scottish.parliament.uk/ResearchBriefingsAndFactsheets/S4/LBTT_forecast.pdf
http://www.scottish.parliament.uk/ResearchBriefingsAndFactsheets/S4/LBTT_forecast.pdf
http://www.fiscal.scot/media/media_437935_en.pdf
http://www.fiscal.scot/media/media_437935_en.pdf
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Concerning SLfT, the SFC stated: “Overall, given the current data availability, this approach to 
forecasting revenues from the SLfT is not unreasonable, although the Commission would hope 
to continue monitoring closely the validity of the assumptions underpinning the forecast as 
further Scotland-specific data on landfill waste and tax receipts become available.” 

BLOCK GRANT ADJUSTMENT  

The Scottish and UK Governments have agreed a provisional one-year block grant adjustment 
for LBTT and Landfill Tax in 2016-17 of £600m.  This is £71m lower than the forecast figures for 
these two taxes.   

PERFORMANCE 

Since 2007 the Scottish Government has been operating an outcomes based National 
Performance Framework.  The Scotland Performs website "measures and reports on progress 
of government in Scotland in creating a more successful country, with opportunities for all to 
flourish through increasing sustainable economic growth".  The outcomes and indicators were 
refreshed in 2011, and a review of the current suite of indicators is now under way.   
 
To support the 2016-17 Draft Budget the government has provided an Update to Scotland 
Performs.  This includes a Performance Scorecard tailored to several committees, providing an 
update on relevant indicators.  The report also includes for the first time two (one page) 
narratives for each of the 16 National Outcomes.  The idea is to identify examples of policies 
and programmes and show the link between the budget and the outcomes in each case.  
 
Figure 8 below provides an overview of the status of indicators linked to each of the 16 National 
Outcomes at time of the publication of the Draft Budget.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.gov.scot/About/Performance/scotPerforms
http://www.gov.scot/Publications/2015/12/3758/downloads
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Figure 8: Performance of Scotland’s National Outcomes 
  

 

PUBLIC SECTOR PAY 

The Scottish Government published a public sector pay policy for 2016-17 alongside the draft 
budget.  This pay policy directly affects the pay of Scottish Government staff, and the staff of 
around 50 public bodies, which together account for around 7% of the Scottish public sector 
(around 30,000 staff).  Other parts of the public sector, such as local government and the NHS 
are not directly covered by the Scottish Government’s pay policy and determine pay separately. 
 
The main features of the pay policy are: 
 

 A 1% cap on the cost of the increase in basic pay for staff earning above £22,000  
 

 A minimum basic pay increase of £400 for those earning less than £22,000, before 
progression payments (to be awarded on a pro-rata basis for part-time staff); the costs of 
this are not included in the 1% cap 

 

 A continued commitment to paying a Scottish living wage (currently at £8.25 per hour)  
 

 A continued suspension of non-consolidated performance related pay (bonuses) 
 

 Discretion for individual employers to reach agreements relating to pay progression, 
whereby employees progress through set pay bands on an annual basis, regardless of 
the basic pay settlement  
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 A continued commitment to no compulsory redundancies, to be negotiated by individual 
employers in exchange for agreements on workforce flexibilities and efficiencies where 
appropriate 

 

EQUALITY BUDGET STATEMENT 

The Government has published its seventh Equality Statement on the budget, an assessment 
which it describes as “ever more important”.  Assessing the impact of the Draft Budget on 
equalities is an inherently difficult task and the statement aims to be more concise and readable 
than in previous years.  It again includes an overview by equality characteristic as well as a 
more detailed focus by spending portfolio.   
 
The Overview chapter identifies approximately 50 budget measures as having an impact on 
age, disability, ethnicity, LGBTI communities, religion and belief as well as on socio-economic 
inequality.  The vast majority of the budget measures identified are seen as making a positive 
contribution to tackling inequality.  Examples include “investment to deliver the increased 
entitlement of 1,140 hours a year early learning and childcare by the end of the next 
Parliament”, support for the National concessionary Travel Scheme, and maintaining the cash 
value of the Equalities budget.  Two examples of negative impacts are “a net reduction in 
funding for alcohol and drug treatment services in 2016-17” and deferral of 2016-17 funding to 
support the Bus Investment Fund “which could impact on further improvements to the 
accessibility of Scottish bus services”.  
 
As indicated above the Scottish Government has provided an update of Scotland Performs.  
This includes tailored analysis for the indicators relevant to each committee.  The summary of 
what is happening with the indicators seen to be relevant to the Equal Opportunities Committee 
is set out below.   
 
  

http://www.gov.scot/Publications/2015/12/3449
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Figure 9: Scottish Government Performance Scorecard for Equal Opportunities 

 

CARBON ASSESSMENT OF THE 2016-17 DRAFT BUDGET 

The Climate Change (Scotland) Act 2009 requires the Scottish Government to publish an 
assessment of the impact of its budgetary expenditure on Scottish emissions of greenhouse 
gases. The carbon assessment accompanying the Budget (Scottish Government 2015) gives an 
estimate that total emissions resulting from the 2016-17 Draft Budget will be 8.8 million tonnes 
CO2-equivalent (MtCO2e). 
 
The assessment measures the “first round” effects but not the subsequent impact of the use of 
these public services. For example, the beneficial impacts of spend on energy efficiency 
measures, or the potential effects of road building on traffic levels, are not captured in these 
calculations. The assessment includes indirect and imported emissions that are generated in 
producing the goods and services that the Scottish Government purchases.  
 
More than one third (35.8%) of the Scottish Government’s carbon footprint is caused by the use 
of energy, water and waste services. This is followed by manufactured goods (21.7%) and 
transport and communication services (14.7%). 
 
The carbon assessment accompanying the 2015-16 Draft Budget showed emissions at 8.8 Mt. 
However, the 2016-17 carbon assessment is based on new HM Treasury deflators and ratios of 
greenhouse gas emissions per unit of industry output (ONS Environmental Accounts, July 
2015).  
 

http://www.gov.scot/Publications/2015/12/8862


 21 

Applying the more recent emissions data to last year’s Draft Budget (2015-16) suggests 
emissions would have been around 9.0 MtCO2 in 2015-16.  The change between the two 
comparable carbon assessments suggests emissions fell by 2.2% (from 9.0 to 8.8 MtCO2).  
 
The carbon assessment was based on Total Managed Expenditure (TME) which decreased in 
real terms by 2.2% between 2015-16 and 2016-17 (highlighted earlier in this briefing).  
 
It is reasonable to suggest the volume of goods and services purchased will fall between the 
2015-16 and 2016-17 Draft Budgets. A projected comparable fall in emissions is therefore 
reasonable and suggests little overall change in efficiency. 
 
Caution must be taken in interpreting the changes between the Draft Budgets. Both 
assessments rely on measures of emissions per unit spending for the whole of the UK applied 
to the pattern of spending outlined in the Draft Budgets. This means that efficiency of Scottish 
activities relative to the rest of the UK is not fully captured. For example, the direct emissions 
per unit of spending on health services, education or electricity in Scotland are assumed to be 
the same as the UK.  
 
The latest data from Scotland’s National Performance Framework shows the carbon footprint 
(emissions associated with Scotland’s consumption of goods and services) in 2012 was 76.8 
million tonnes CO2 equivalent. 
 

WELFARE REFORM 

Within the ‘Social Security’ section of the Social Justice, Communities and Pensioners’ Rights 
budget the Scottish Government has set out spending plans aimed at mitigating “the negative 
impacts of welfare changes and cuts” arising from UK-wide welfare reforms. Total funding for 
these measures amounts to £74.3 million for 2016-17 (approximately 0.3% of the total Scottish 
Government DEL Resource budget). This includes: 
 

 £38.4 million for the Scottish Welfare Fund (SWF). The SWF provides a safety net in an 
emergency or a disaster when there is an immediate threat to health and safety. It is also 
a source of help for people on low incomes to access household goods to set up home or 
remain in their community. 

 £35 million for discretionary housing payments, which, according to the Scottish 
Government, allows local authorities to “fully mitigate the effects of the bedroom tax”. 

 
Both budget lines are being maintained in cash terms between 2015-16 and 2016-17. The 
remaining £1m of the ‘Social Security’ budget is for “building the foundations of the system 
required to implement new social security powers” in anticipation of new powers being devolved 
under the Scotland Bill. 
 
In addition to the budget lines highlighted above, the Cabinet Secretary announced up to £343m 
for the Council Tax Reduction Scheme (CTRS) within the context of “mitigating against UK 
Government cuts”. Council Tax Reduction (CTR) was introduced in April 2013 to replace 
Council Tax Benefit (CTB), which had been abolished by the UK Government as part of its 
welfare reform programme.  Much of this £343m funding comes direct from the UK Government, 
with the Scottish Government making up £23m from its own resources and local government 
£17m of the total.   
 
 

http://www.gov.scot/About/Performance/scotPerforms/indicator/carbon
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ANNEX 

Table A1: Scottish Government and OBR LBTT and SLfT forecasts, 2016-17 to 2020-21 

 2016-17 2017-18 2018-19 2019-20 2020-21 

 SG OBR SG OBR SG OBR SG OBR SG OBR 

Residential LBTT  295 253 355 302 415 360 480 418 545 473 

Non-residential 
LBTT   

220 243 230 255 240 268 250 282 260 296 

LBTT total 515 496 585 557 655 628 730 700 805 769 

SLfT 133 131 123 120 114 120 104 127 94 140 

Total 648 627 708 677 769 748 834 827 899 909 

Difference (£)   -21   -31   -21   -7   10 

Difference (%)   -3.2%   -4.4%   -2.7%   -0.8%   1.1% 

Residential LBTT 
supplement 

23   43   47   51   54   

Grand total  670   750   815   884   952   
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