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Draft Budget 2012-13 - Committee evidence follow-up information

Thank you for your letter of 2 November seeking further information on the growth figures for
each of the 3 years from 2012-13 through to 2015 on which assumptions around business
rates were based and further information in relation to Highlands and Islands Enterprise
(HIE) budgets.

The buoyancy estimates used in the Draft Budget and Spending Review for Non-Domestic
Rate income forecasts are 1.95% in 2012-13,2.15% in 2013-14 and 2.35% in 2014-15.
Buoyancy estimates are based on past buoyancy trends and an assessment of current and
anticipated future economic conditions. Outturn figures show that even at the height of the
recession in 2008-09 there was still growth in the underlying tax base of 0.91 % and this had
risen to 1.73% in 2010-11. This demonstrates that I have taken a prudent and cautious
approach to future forecasts which will be subject to regular monitoring as more up to date
data becomes available to check that our forecasts remain on track.

There was a large reduction in grant in aid to both Scottish Enterprise (SE) and HIE between
2007-08 and 2008-09. This reflects the impact of the structural reforms introduced in 2007
(e.g. the transfer of functions and budgets to Skills Development Scotland, local authorities
and Business Gateway, etc). The reforms make it difficult to draw meaningful comparisons
with budgets for years prior to 2008-09.

The reduction in grant in aid between 2008-09 and 2011-12 has been broadly similar as
between SE and HIE. Grant in aid to SE (excluding non-cash) fell from £257.7m to £194.4m
- a reduction on 25%. The corresponding figures for HIE were £66.0m and £48.4m - a
reduction of 27%.
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The figures for changes in total budget over that period are rather different - i.e. SE (-8%)
and HIE (-25%) - because of the impact of changes over that period in the amount of 'other
income'. SE's other income increased from £55m in 2008-09 to £94m this year while HIE's
fell from £18m to £14m. Full details for HIE are set out in the table below.

HIE Budget Since Reforms Implemented (2007-08)

(Em)
Table 1 2006- 2007- 2008- 2009- 201 0- 2011-

07 08 09 10 11 12
Grant 100.4 100.8 66.0 58.7 59.3 48.4
Funding
Additional 10.5 16.4 17.8 12.2 12.8 14.3
Income
Total 110.9 117.2 83.8 70.9 72.1 62.7
Income

+/- % - +5.4% -28.5% -15.4% +1.7% -13.0%

• Data from annual accounts except for 2011-12 (sourced from Business Plan for 2011-14) .
• Above figures exclude ring-fenced DEL (non-cash).

I trust you find the above information helpful in understanding the historical elements of
where and why changes occurred .

.JfL
JOHN SWINNEY
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