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Finance Committee 

24th Meeting, 2014 (Session 4), Wednesday 1 October 2014 

Draft Budget 2015-16: Outcomes and Performance Budgeting 

Introduction 

1. A recurring theme in the Parliament’s annual budget scrutiny is the need for a 
greater focus on outcomes. For example, in its report on strategic budget scrutiny in 
2009 the Finance Committee concluded:  

“It is clear from evidence to this inquiry that significant further development of the 
concept of outcome budgeting is required if difficult decisions on the prioritisation 
of funds are to be made on a rational basis.” 

2. More recently the Committee has focused on scrutiny of the Scottish 
Government’s National Performance Framework (NPF).  The Committee has agreed to 
hold a further evidence session focusing specifically on performance budgeting with 
Audit Scotland, the Improvement Service and CIPFA.   

3. Written submissions have been received from Audit Scotland and the 
Improvement Service and these are attached.  The submission from Audit Scotland 
states: 

“Scrutiny of budgets is a crucial step in the accountability process and 
contributes to fiscal transparency.  However, scrutiny of outcomes against past 
budgets is equally important.  Information about the cumulative effect of previous 
budget decisions and progress towards outcomes supports scrutiny of the budget 
proposals for the year ahead.”            

Outcome/Performance Budgeting 

4. The OECD states that the public sector “has traditionally been held to account for 
compliance with rules and procedures” but that in the last 20 years OECD countries 
have sought to focus more on the results achieved from spending decisions through 
outcome budgeting.1  This is described as being a “work in progress” with no consensus 
regarding the best approach. 

5. The OECD found that while there is widespread use of performance information in 
budget processes this is used to inform budgets, not to determine them. Tying 
resources to performance indicators is “difficult and rarely done in OECD countries” but 
performance information “still plays an important role in the budgeting process.”2  In 
                                                 
1 http://www.keepeek.com/Digital-Asset-Management/oecd/governance/budgeting-levers-strategic-agility-
and-the-use-of-performance-budgeting-in-2011-12_budget-13-5k3ttg15bs31#page1 
2 http://www.keepeek.com/Digital-Asset-Management/oecd/governance/budgeting-levers-strategic-agility-
and-the-use-of-performance-budgeting-in-2011-12_budget-13-5k3ttg15bs31#page1 
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particular, it is viewed as being critical in informing the success of Spending Reviews 
and essential for holding governments to account. 

6. As early as 2001 the Finance Committee expressed concerns that there was an 
over-emphasis within the budget process on inputs and that “concentration on spending 
was not the most appropriate measure of the effectiveness of expenditure in Scottish 
public services.”3 The Committee subsequently commissioned research “to investigate 
the feasibility of outcome budgeting for the Scottish budget…and to develop practical 
proposals in measuring outcomes in the Scottish budget.”4  Outcome budgeting was 
defined as “a budget process that makes resource allocation and control decisions 
based on the results of the expenditure.”  The research identifies three main difficulties 
in exercising accountability for outcomes: 

 Measurability:  Some services are more suited than others to measuring 
outcomes;  

 Causality: The more higher level the outcome the more factors that are involved 
in producing the outcome; 

 Time: Some outcomes can only be measured over long periods. 

7. The research also made a number of recommendations for improving the budget 
process including: 

 resource allocations should be accompanied by an explanation of expected 
outcomes; 

 outcomes measures should form the main basis of parliamentary scrutiny of 
government; 

 parliament should discuss policy, priorities, outcomes and targets before it 
discusses resource allocation; 

 there should be more informal dialogue between committees and government in 
relation to progress against outcomes and targets; 

 there should be a structured approach to performance review looking at a few 
areas each year.5  

8. The Committee subsequently commissioned further research examining 
international best practice in budget scrutiny.  The study included consideration of 
linking budgets to objectives and performance and concluded it: “is fairly clear that 

                                                 
3 http://archive.scottish.parliament.uk/business/committees/historic/finance/reports-02/fir02-mob-02.htm 
4 http://archive.scottish.parliament.uk/business/committees/historic/finance/reports-02/fir02-mob-
02.htm#P178_1933 
5 http://archive.scottish.parliament.uk/business/committees/historic/finance/reports-02/fir02-mob-02.htm 
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simply discussing 'what is to be spent?' is increasingly being tied to asking "why it is 
being spent?" and "how do we know if we have achieved what was intended when 
money is allocated?.”6   The authors recommended that outcome based budgeting is 
“developed to the fullest extent possible.”7  

9. At the beginning of the second session of the parliament, the Finance Committee 
recommended that Stage 1 of the budget process should include an assessment of 
government performance.8  Stage 1 was initially intended to be a “discussion on 
strategic priorities for the following financial year” and would be based on consideration 
of an annual report published by the Executive.9  The Executive initially published an 
Annual Expenditure Report (AER) which set out provisional expenditure plans for the 
next financial year.  The Finance Committee recommended that the AER should be 
revised to include an assessment of progress against spending priorities which should 
be specific and measurable.  The document was subsequently renamed the Annual 
Evaluation Report and included a new statement of strategy and priorities and an 
assessment of performance against portfolio targets.10 However, the Committee 
decided in June 2005 that Stage 1 would only take place in Spending Review years 
and, in practice, only one evaluation report was published prior to the 2007 election.  
The Committee concluded in its legacy paper in March 2007 that “the Executive is not 
subject to robust performance scrutiny.”  

10. The Committee may wish to explore with witnesses whether they are aware 
of any good practice examples of outcome budgeting and their views on the 
progress being made by the Scottish Government and public bodies in adopting 
this approach.      

An Outcomes-based Approach to Government  

11. Following the 2007 election the new government introduced an outcomes-based 
approach to its objectives.  The size of the Cabinet was substantially reduced and the 
departmental structure of government abolished.  Ministers were expected to work 
towards the shared objectives of government and the roles of former Heads of 
Departments were redefined to focus on organisation wide responsibilities. A new 
emphasis was also placed on partnership working with the entire public sector which 
was also expected to work towards the shared objectives of government.  The aim as 
described by the then Permanent Secretary, Sir John Elvidge, was to restructure 
government “as a single organisation, working towards a single defined government 
purpose based on outcomes, and establishing a partnership based on that purpose with 

                                                 
6 http://archive.scottish.parliament.uk/business/committees/historic/finance/reports-03/fi03-bsfsr-
02.htm#10 
7 http://archive.scottish.parliament.uk/business/committees/historic/finance/reports-03/fi03-bsfsr-
02.htm#10 
8 http://archive.scottish.parliament.uk/business/committees/historic/finance/reports-03/fir03-04-vol01-
02.htm#2 
9 www.scotland.gov.uk/government/devolution/fiag-01.asp   
10 http://archive.scottish.parliament.uk/business/committees/finance/reports-04/fir04-05-vol01-02.htm#2 
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the rest of the public sector which is capable of being joined by other parts of civil 
society.” 11  The Purpose is: 

“To focus government and public services on creating a more successful country, 
with opportunities for all of Scotland to flourish, through increasing sustainable 
economic growth.”12 

12. The whole of the public sector is expected to contribute to the Purpose.  

National Performance Framework (NPF) 

13. All government resources and policies were realigned to the achievement of that 
Purpose which was underpinned by the introduction of the NPF which is based on a 
model pioneered by the State of Virginia.13   It is intended to replace the proliferation of 
competing priorities of previous governments with a “unified vision and quantifiable 
benchmarks against which future progress can be assessed.”14 Delivery of the 
government’s Purpose is supported by 5 strategic objectives and 16 National Outcomes 
which provide more detail in relation to what the Government aims to achieve over a 10 
year period. 15   Progress is reported by the Scotland Performs website through 7 
Purpose targets and 50 national indicators.16  The website includes a live “performance 
at a glance” page which provides a “snapshot of how Scotland and the Government are 
doing” through direction of travel arrows.17   The purpose of Scotland Performs is 
described as being “to provide a continually updated, impartial and transparent 
stocktake of how Scotland is performing as a nation and as a society against the wide 
range of indicators set out in the NPF.”18  

14. The Cabinet Secretary for Finance, Employment and Sustainable Growth 
(CSFESG) in introducing this new approach stated that it “will allow us more clearly and 
openly to demonstrate our performance as a government.”19  However, more recently, 
in evidence to the Finance Committee, he stated that Scotland Performs “is not a report 
card on the Government; it is an assessment of Scotland’s performance.  Of course the 
Government contributes to that, but so do many other players.”20 The NPF provides a 
“transparent stocktake of how Scotland is performing as a nation.”21 

 

                                                 
11 http://www.instituteforgovernment.org.uk/publications/northern-exposure 
12 http://www.scotland.gov.uk/Publications/2007/11/13092240/3 
13 http://vaperforms.virginia.gov/ 
14 http://www.scotland.gov.uk/Publications/2007/11/13092240/3 
15 http://www.scotland.gov.uk/About/Performance/scotPerforms/objectives 
16 http://www.scotland.gov.uk/About/Performance/scotPerforms 
17 http://www.scotland.gov.uk/About/Performance/scotPerforms/glanceperformance 
18 http://www.scottish.parliament.uk/S4_FinanceCommittee/Draft_Budget_2014_response.pdf 
19 http://www.scotland.gov.uk/Publications/2007/11/13092240/1 
20 http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/70884.aspx#a5 
21 http://www.scottish.parliament.uk/S4_FinanceCommittee/Draft_Budget_2014_response.pdf 
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Community Empowerment (Scotland) Bill  

15. The Scottish Government intends to put an outcomes-based approach on a 
statutory basis through the Community Empowerment (Scotland) Bill which was 
introduced on 11 June 2014.  This will place a duty on Ministers to publish and report 
regularly on the progress of national outcomes for Scotland although not necessarily in 
the same format as the NPF.  National outcomes are defined as outcomes for Scotland 
resulting from the work of all public bodies that deliver public services in devolved 
areas.  All public bodies will be required to “have regard” to the national outcomes in 
delivering their devolved functions.22 Ministers are required to consult before 
determining the national outcomes.  

16. The policy memorandum states that placing the outcomes on a statutory basis will 
strengthen the approach and “enhance accountability.”  When asked by the Local 
Government and Regeneration Committee how this would enhance accountability the 
Scottish Government responded that “Accountability will be enhanced due to the 
prominence of the national outcomes approach. There will be a clear line of sight 
between delivery and the national outcomes.”  The Government also confirmed that 
Scottish Ministers are ultimately accountable for the delivery of the national outcomes.   

17. The Finance Committee examined the NPF as part of its scrutiny of the Draft 
Budget 2014-15.  The Committee welcomed the NPF and noted that it is internationally 
recognised as an exemplar of an outcomes-based approach to the measurement of 
government performance.  However, the Committee also questioned the lack of any 
linkage between the NPF and spending decisions which has been a recurring issue of 
its budget scrutiny.   The Scottish Government responded:  

“Each government portfolio is required to set out how its spending plans support the 
delivery of the National Outcomes and this is set out in the form of a strategic overview 
in each portfolio chapter in the Budget document. The Budget also gives financial effect 
to the layers of policy development, consultation and decision making with delivery 
partners about the direction of the Government’s policies and programmes.”23  

18. It considers that the link between spending and outcomes is clear. 

19. The Committee may wish to explore with witnesses how the Parliament can 
make more effective use of the NPF in informing both budget scrutiny and the 
performance of the Scottish Government and public bodies.  

20. The Committee may also wish to consider with witnesses the recurring issue 
of the linkage between spending and outcomes and whether there are any good 
practice examples of public bodies successfully demonstrating these links.     

                                                 
22 http://www.scottish.parliament.uk/S4_Bills/Community%20Empowerment%20(Scotland)%20Bill/b52s4-
introd-en.pdf 
23 http://www.scottish.parliament.uk/S4_FinanceCommittee/Draft_Budget_2014_response.pdf 
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Public Sector Reform 

21. The NPF is also a key enabler of the Scottish Government’s public sector reform 
agenda.  The whole of the public sector is now expected to work towards shared 
objectives which are defined in terms of impact rather than the delivery of services.   
The Scottish Government’s website states that for “the first time, the focus of our public 
services is being placed on improving outcomes, that is to focus on actions which make 
a meaningful difference to people's lives.”24  

22. Elvidge points out that the Purpose and National Outcomes allow for a level of 
consistency in Ministerial strategic direction to NDPBs and Executive Agencies which 
are now required to align their own performance measurements with the NPF.25   The 
guidance for public bodies on an outcomes based approach states that public bodies 
have a key role in the delivery of the National Outcomes.  The Scottish Government 
expects that this approach “will help to highlight how effectively or otherwise the key 
strategic spending programmes of public bodies...are supporting the achievement of 
outcomes.”  

23. All 32 local authorities also signed up to an outcome-based approach through the 
publication of Single Outcome Agreements with the Scottish Government. 26   There 
was also an emphasis on the role of Community Planning Partnerships (CPPs) in 
delivering this new approach to delivering public services.   

Single Outcome Agreements (SOAs)  

24. Following the 2007 election the new government signed a concordat with COSLA 
which included a commitment that every local authority would aim to reach a SOA with 
the Scottish Government based on the national outcomes.  In July 2008 each council, in 
conjunction with the CPP, published a SOA that set out planned improvements for the 
local area and how these contributed to the national outcomes.  Each council and CPP 
subsequently published an annual report to the Scottish Government setting out 
progress and achievements towards the national outcomes.  However, the Christie 
Commission, which was established by the Scottish Government to look at the future 
delivery of public services, found that an outcomes-based approach had not been fully 
embraced.  

25. The Commission found considerable evidence of “serious shortcomings in the 
capacity of public services as presently organised to deliver better outcomes.”27  The 
Commission identified a number of barriers to developing an outcomes based approach 
including that performance management processes are generally expressed in terms of 
inputs and outputs rather than outcomes and established ways of working often do not 
make the most positive impact on outcomes.  Performance management was also 

                                                 
24 http://www.scotland.gov.uk/Topics/Government/local-government/CP/SOA2012/SOAORep 
25 http://www.instituteforgovernment.org.uk/publications/northern-exposure 
26 http://www.scotland.gov.uk/Resource/Doc/923/0054147.pdf 
27 http://www.scotland.gov.uk/Resource/Doc/352649/0118638.pdf 
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criticised for being hidden and obscure.  The Commission recommended tightening the 
oversight and accountability of public services including consistent data-gathering and 
performance comparators and the introduction of a new set of statutory powers and 
duties for all public service bodies, focused on improving outcomes. 

26. The Independent Budget Review (IBR) which was previously established by the 
Scottish Government came to a similar conclusion.  The IBR report recommended the: 

“need to move towards a more outcomes-based approach to public service 
management and to improve the quality, availability and application of evaluation, 
monitoring and reporting data and information in relation to outcomes across the public 
sector in order to ensure that resources are applied to full benefit.  This is vital if the 
Scottish Parliament is to exercise an effective monitoring and scrutiny role.”        

27. The panel recommended a review of the parliament’s role in conducting “effective 
oversight of public sector finances and performance” including performance 
measurement, benefit realisation and outcome assessment. 

28. In 2012 the Scottish Government carried out a review of community planning and 
SOAs as part of its response to the Christie Commission.  It published a Statement of 
Ambition in partnership with COSLA which aims to put community planning at the heart 
of an outcome based approach to public services in Scotland.28 A new statutory duty will 
be introduced requiring relevant public bodies “to work together to improve outcomes for 
local communities through participation in community planning partnerships and the 
provision of resources to deliver the SOA.”29 CPPs will be responsible for: 

 taking the lead role in securing integrated public services 
 focusing more on potential problems and identifying ways to prevent them 

happening  
 ensuring public bodies continue to improve the ways in which they manage and 

provide services  
 achieving better outcomes for communities, such as better health and lower crime 
 providing the foundation for effective partnership working, within which wider reform 

initiatives will happen. 
 

29. The Scottish Government and COSLA published guidance in December 2012 which 
advised CPPs on the scope and content of new SOAs.  SOAs are required to include 
specific plans for the delivery of improved outcomes and CPPs are expected to take a more 
systematic and collaborative approach and have a strong commitment to performance 
improvement.  The aim should be to achieve “transformational, not incremental, 
performance improvement.” 

                                                 
28 http://www.scotland.gov.uk/Topics/Government/local-government/CP/soa 
29 http://www.scotland.gov.uk/Topics/Government/local-government/CP/cpreview 
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30. The Community Empowerment (Scotland) Bill includes a provision to provide a 
statutory basis for CPPs and “places duties on them around the planning and 
achievement of local outcomes.”30  These local outcomes must be consistent with the 
national outcomes.  The Bill also extends the list of partners to include a wider range of 
public bodies that may have a role in influencing local outcomes including Skills 
Development Scotland and Scottish National Heritage.  All partners are expected to 
commit resources to the delivery of the plan and report to the CPP on their contribution.    

31. The Committee may wish to explore with witnesses whether there has been 
much progress in moving towards a more outcomes-based approach to public 
service management  as recommended by the IBR.  

Accountability 

32. The Statement of Ambition states that the “unique responsibilities of CPPs require 
strong governance and accountability arrangements” and political oversight is “key to 
accountability.”31 However, the guidance on SOAs states that   CPPs are “not formally 
accountable to the Scottish Government, nor can the CPP formally hold partners to 
account.”32 Rather, it is expected that formal accountability will be exercised by 
councillors in relation to local authorities and Ministers in relation to national public 
bodies.  The Statement of Ambition states that the Scottish Government “must hold 
national agencies to account for their contribution to local community planning and 
SOAs.”33  

33. Audit Scotland have questioned the robustness of the accountability framework 
which exists for CPPs.  It recently reported on Improving Community Planning in Scotland 
and concluded that CPPs had not met the ambitious goals set for them and are seen as a 
council-driven exercise. CPPs had “not been able to show that they have had a significant 
impact on delivering improved outcomes across Scotland” and community planning has 
had little influence over the use of public money.34   The weakness of governance and 
accountability arrangements means that partner organisations “have not been routinely 
or robustly held to account for their performance as a member of the CPP.”  

34. Audit Scotland recommended that resolving “this accountability deficit is one of the 
keys to improving how CPPs perform and ensuring better outcomes for local 
communities.”35  This means ensuring that health boards and other public bodies are 
held to account for their contribution to CPPs.  The Local Government and 
Regeneration Committee has also emphasised that there must be “clarity about who is 

                                                 
30 http://www.scottish.parliament.uk/S4_Bills/Community%20Empowerment%20(Scotland)%20Bill/b52s4-
introd-en.pdf 
31 http://www.scotland.gov.uk/Topics/Government/local-government/CP/soa 
32 http://scotland.gov.uk/Topics/Government/local-government/CP/SOA2012/SOA2012 
33 http://www.scotland.gov.uk/Topics/Government/local-government/CP/soa 
34 http://www.audit-scotland.gov.uk/media/article.php?id=230 
35 http://www.audit-scotland.gov.uk/docs/central/2013/nr_130320_improving_cpp.pdf 
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accountable for performance in relation to the contents of the SOA. It is important that 
everyone understands where the buck stops.”36 

35. At paragraph 42 of the policy memorandum for the Community Empowerment 
(Scotland) Bill the Scottish Government recognise that “the CPP should not be 
perceived as an extension of the local authority, and that a more robust accountability 
framework is needed for CPPs.” The Bill therefore places additional duties on a number 
of public bodies to “ensure that the CPP carries out its functions efficiently and 
effectively, and its partners work collaboratively.” 37 

36. The Committee may wish to consider the role of the Parliament in ensuring 
effective scrutiny of the role of public bodies within CPPs in delivering improved 
outcomes.        

Reporting on progress and outcomes 

37. The Statement of Ambition states that “the development of transparent and 
accessible public reporting, together with an appropriate level of external scrutiny, is key 
to providing assurance about CPP effectiveness and SOA delivery.”38  Partners and 
partnerships are expected to ensure effective self-evaluation of their performance and 
transparent and accessible public reporting which should include a publicly available 
Annual Report.  CPP Boards are required to report on progress and performance “in ways 
that are clear to local elected members, CPP partners, local communities, the Scottish 
Government and audit and inspection bodies.” 39  The Community Empowerment 
(Scotland) Bill includes provision for each CPP to publish a local outcomes 
improvement plan and an annual report on the progress made in improving local 
outcomes. 

38. The Committee may wish to explore with witnesses how CPP improvement 
plans and progress reports may be utilised by the Parliament in moving towards 
more effective scrutiny of outcomes.         

Best Value 

39. Delivery of the outcomes within the NPF is also underpinned by the duty of Best 
Value.40  The duty of Best Value applies to all public bodies in Scotland. It is a statutory 
duty in local government, and in the rest of the public sector it is a formal duty on 
Accountable Officers.  Best value is defined in the Scottish Public Finance Manual 
(SPFM) as: 

                                                 
36http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/52480.aspx#single 
  
37 http://www.scottish.parliament.uk/S4_Bills/Community%20Empowerment%20(Scotland)%20Bill/b52s4-
introd-pm.pdf 
38 http://www.scotland.gov.uk/Topics/Government/local-government/CP/soa 
39 http://www.scotland.gov.uk/Topics/Government/local-government/CP/SOA2012/SOA2012 
40 http://www.scotland.gov.uk/Resource/Doc/347561/0115733.pdf 
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 To make arrangements to secure continuous improvement in performance 
whilst maintaining an appropriate balance between quality and cost; and in 
making those arrangements and securing that balance, 

 To have regard to economy, efficiency, effectiveness, the equal opportunities 
requirements, and to contribute to the achievement of sustainable 
development.41 

40. Audit Scotland state that:  

“Best Value has already been a powerful force for improved performance and 
accountability in local government, and it will play an important role in supporting 
the Concordat and the development of Single Outcome Agreements between the 
Scottish Government, councils and their partners, and in streamlining and 
coordinating the scrutiny of public services. It also has the potential to underpin 
the National Performance Framework and the ‘management scorecard’ elements 
of Scotland Performs.”42 

41. The Accountable Officer within each public body is responsible for the delivery of 
Best Value.  Under Section 15(6) of the PFA Act, Accountable Officers are personally 
answerable to the Scottish Parliament for the exercise of their functions.  The SPFM 
states that Accountable Officers are personally responsible for “the propriety and 
regularity of the finances under their stewardship and for the economic, efficient and 
effective use of all related resources.”43  

42. However, this does not include policy decisions which are the responsibility of 
Ministers.  The SPFM states that Ministers determine policy and are held to account by 
the Parliament for the policy decisions and actions of government including Executive 
agencies and NMDs.  This means that Ministers “remain ultimately accountable to the 
Parliament for the use of the resources, even though the organisations operate at arm’s 
length with their own designated Accountable Officers.”44  All public bodies are required 
by Ministers to achieve and demonstrate “continuous improvement in performance and 
outcomes.”45  

43. The Committee may wish to explore with witnesses how the duty of Best 
Value may underpin the NPF and assist the Parliament in carrying out more 
effective scrutiny of performance.  

 

 
                                                 
41 http://www.scotland.gov.uk/Topics/Government/Finance/spfm/BestValue 
42 http://www.audit-
scotland.gov.uk/docs/best_value/2010/bv_100809_public_performance_reporting_toolkit.pdf 
43 http://www.scotland.gov.uk/Topics/Government/Finance/spfm/Accountability 
44 http://www.scotland.gov.uk/Topics/Government/Finance/spfm/Accountability 
45 http://www.scotland.gov.uk/Resource/Doc/347561/0115733.pdf 
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Public Bodies 

44. Most public bodies are required to produce an annual report and accounts which 
are presented to Ministers and laid before the Scottish Parliament. The annual report 
and accounts should include a review of the body’s activities and achievements during 
the year and details of performance against its objectives and targets. 

45. The Scottish Government has published guidance for public bodies on an 
outcomes based approach which it views as being necessary to tackle Scotland’s 
entrenched socio-economic and health problems.  The Guidance states that this 
approach “is not an add-on; it is part of the process by which bodies identify and agree 
their priorities and budgets.”  The aim is to improve performance through: 

 Understanding the impact of resources and activities on outcomes; 

 Tailoring the deployment of resources and activities to support those that 
demonstrate they can contribute to outcomes; 

 Increasing accountability for expenditure. 

46. The attached submission from Audit Scotland states that “public bodies need to 
focus more on priorities to achieve outcomes in setting budgets”  There is also a need 
for better information “to support scrutiny of budgets and progress towards outcomes.”  
For example, public bodies “should implement an approach to budgeting that focuses 
more on their priorities and links planned spending more closely to the outcomes they 
want to achieve.” 

47. The Committee may wish to explore with witnesses how the Parliament can 
become more effective in scrutinising the progress being made by public bodies 
in moving towards an outcomes based approach. 

Four Principles of Financial Scrutiny 

48. The Committee agreed in its report on Draft Budget 2014-15 to adopt the following 
four principles of financial scrutiny as a framework for the budget process:  

 Affordability – the wider picture of revenue and expenditure and whether they 
are appropriately balanced;  

 Prioritisation – a coherent and justifiable division between sectors and 
programmes;  

 Value for Money – the extent to which public bodies are spending their 
allocations well and achieving outcomes; and  

 Budget Processes – integration between public service planning and 
performance and financial management. 



FI/S4/14/24/1 
 

12 
 

49. A focus on performance and outcomes is a key element of this approach.  The 
Committee has agreed to focus its budget scrutiny on affordability and budget 
processes and recommended to the subject committees that they focus on prioritisation 
and value for money as part of their budget scrutiny.46   

Prioritisation 

50. Audit Scotland emphasise the need for a priority-based approach to budget 
setting. They point out that the Scottish Government’s annual budget is largely 
developed on an incremental basis. This approach “assumes the current pattern of 
spending is broadly right and that activities will continue on the same basis.” While this 
approach is viewed as being useful when budgets are stable “it does not help prioritise 
spend or reduce costs in times of financial restraint.” 

51. Audit Scotland state that a priority-based budgeting approach focuses “on the 
delivery of priority outcomes and allocates money to those services or areas which 
make the greatest contribution to delivering those outcomes.”  However, in a survey 
conducted in 2011 Audit Scotland found that few public bodies have “undertaken a 
structured approach to budget setting in this way.” However, they also acknowledge that 
the Scottish Government in establishing the NPF have “taken the first step in adopting a 
priority-based approach to budgeting.”   

52. Subject committees have been invited to seek evidence on:  

 The extent to which the Scottish Government and other public bodies have 
moved towards a priority-based budgeting approach;  

 Whether spending priorities support the Scottish Government’s Purpose;  

 Whether current performance informs the choices about where to allocate 
resource;  

 The extent to which Scotland Performs is embedded into the budget building 
process of the Scottish Government.  

Value for Money 

53. Value for money is defined as the extent to which the public bodies are spending 
their allocations well and achieving outcomes. Audit Scotland state that without “good 
performance information on the activity and performance of services, it is not possible to 
identify what difference the spending will make.”  It points out that delivering many of the 
outcomes in the NPF are dependent on the year-on-year delivery of public services and 

                                                 
46 
http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/Guidance_to_subject_c
ommittees_-_Draft_Budget_2015-16.pdf 
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that the national indicators “need to be supported by good information on the cost, 
activity and performance of services.” 

54. One of the fifty national indicators within Scotland Performs is to “improve people’s 
perceptions of the quality of public services.”  The Scottish Government states that the 
indicator: 

“will show us nationally that, over a time period, public services are showing they 
understand people, that they are using performance and other data to drive their 
work, that the user experience of public services is improving and, crucially, 
public service providers are providing transparent feedback to users.”  

55. To support progress against this indicator the Scottish Government states that it is 
committed to “embedding an open and rigorous performance culture within Scotland's 
public services; ensuring greater clarity around the objectives of public organisations; 
and establishing clearer lines of accountability that help to bolster standards of service 
and improve outcomes.”  It has asked “all parts of the public sector to report publicly on 
their plans to improve the value for money achieved by public services, actions 
undertaken and results achieved.”  

56. Subject Committees have been invited to seek evidence on: 

 The extent to which public bodies are spending their allocations well and 
achieving outcomes; 

 The extent to which an open and rigorous performance culture has been 
embedded within the public services;  

 The extent to which the public services are using performance data to ensure 
value for money;  

 Performance information such as, for example, the NPF, Single Outcome 
Agreements, Strategy for Justice in Scotland etc;  

 The progress of public bodies in moving towards a more outcomes-based 
approach to public service management.  

57. The Committee may wish to explore with witnesses how the Parliament can 
utilise this structure to deliver more effective scrutiny of spending and outcomes 
by the Government and public bodies in Scotland, for example, in developing 
priority budgeting. 

Conclusion 

58. The Committee is invited to consider the above. 

Jim Johnston 
Clerk to the Committee
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FINANCE COMMITTEE 

DRAFT BUDGET 2015-16 

SUBMISSION FROM AUDIT SCOTLAND 

1. Audit Scotland is the public sector audit agency that undertakes the external audit 
of the majority of public sector bodies in Scotland. We do this on behalf of the 
Auditor General for Scotland (for the NHS and central government) and the 
Accounts Commission (for local government). We welcome the opportunity to 
provide written evidence to assist the Finance Committee’s approach to financial 
scrutiny. 

2. The financial environment for the Scottish Parliament and the Scottish Government 
is changing in important and far-reaching ways with growing fiscal autonomy. The 
Scotland Act 2012 is devolving new tax-raising and borrowing powers. Following 
the referendum on Scottish independence, discussions have started on devolving 
more fiscal powers to the Scottish Parliament. In time, this will require further 
consideration by the Scottish Government on how best to present budget 
information. 

3. The Auditor General has previously reported on the need for the Scottish 
Government to develop its budgeting and financial reporting to support increased 
financial autonomy and to strengthen accountability47. The report set out 
recommendations and priorities for developing fiscal transparency, together with 
some issues and risks for future budgets such as understanding the long-term 
consequences of investment decisions. We are currently updating this work to 
reflect developments since 2013, and the Auditor General will report again in 
January 2015. We will continue to keep this area under review as details of new 
fiscal powers emerge.  

4. A clear picture of the structure and finances of government is crucial.  According to 
the International Monetary Fund, good governance is of central importance to 
achieving and sustaining macroeconomic stability and high quality growth, and 
sound fiscal management – including fiscal transparency – is a key aspect of good 
governance48. Fiscal transparency allows better debate and decision-making, and 
supports effective accountability. The IMF Fiscal Transparency Code sets out a 
number of principles: 

 Fiscal reports should provide a comprehensive, relevant, timely and reliable 
overview of the government’s financial position and performance 

 Budgets and their underlying fiscal forecasts should provide a clear statement of 
the central government’s budgetary objectives and policy intentions and 

                                                 
47 Auditor General, July 2013, Developing financial reporting in Scotland 
48 International Monetary Fund, September 2013, How does the IMF encourage greater fiscal 
transparency? 



ANNEXE A 
 

15 
 

comprehensive, timely, and credible projections of the evolution of the public 
finances 

 Governments should analyse and manage risks to the public finances and 
ensure effective coordination of fiscal decision-making across the public sector. 

5. The Scottish Government’s outcomes-based approach also has implications for the 
development of budgeting and financial reporting. The National Performance 
Framework underpins that approach. It sets out: the Government’s purpose; high 
level targets relating to the purpose; strategic objectives that underpin the purpose; 
national outcomes that describe what the Government wants to achieve; and 
national indicators that track progress towards the achievement of the national 
outcomes. 

6. The establishment of the Framework is a major step forward in setting out what the 
Scottish Government wants to achieve, and our audit work has demonstrated its 
impact in aligning resources and action across different parts of the public sector in 
some policy areas. For example, the Auditor General’s report on Renewable 
Energy49  noted that the Scottish Government’s renewable energy strategy provides 
clear direction for the sector and that other Scottish Government strategies and 
policies reflect the vision, objectives and targets for renewable energy. 

7. This alignment is less clear in other areas, however, and we believe that there is 
scope for the Scottish Government to demonstrate a more systematic approach to 
implementing the outcomes approach. For example, the Auditor General’s report on 
Modern Apprenticeships50 noted that the Scottish Government had set various 
priorities but existing performance measures do not focus on long-term outcomes, 
such as sustainable employment. As a result, it is difficult to measure their long-
term contribution to national outcomes. 

8. At a local level, community planning partnerships (CPPs) involve councils and other 
public bodies working together, with local communities, the business and voluntary 
sectors, to plan and deliver better services and improve outcomes. CPPs produce 
Single Outcome Agreements (SOAs) that set out how the CPPs will work to 
improve outcomes, reflecting local circumstances and needs and the Scottish 
Government’s national priorities. 

9. Audit work in CPPs shows that they are increasing their focus on how they will use 
resources, such as money and staff, to deliver their SOAs. However, targeting 
resources at priorities is still at an early stage. The Auditor General and the 
Accounts Commission will publish an update on community planning in Scotland in 
November 2014. This will assess progress in community planning locally and 
nationally and will cover common issues from the audits including resource use, 
performance monitoring and accountability. 

                                                 
49 Auditor General, September 2013, Renewable Energy 
50 Auditor General, March 2014, Modern Apprenticeships 
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10. The joint response by the Auditor General and the Accounts Commission to the call 
for evidence on the Community Empowerment (Scotland) Bill51 noted that the Bill 
commits Scottish Ministers to prepare and publish reports about the extent to which 
the national outcomes have been achieved, and that these reports must be 
prepared and published at such times as Scottish Ministers consider appropriate. 
The Auditor General and the Accounts Commission suggested that there is benefit 
in being clearer about the frequency of such reporting, especially given the likely 
influence of such reports on the proposed annual reports of progress by CPPs 
against their local outcomes improvement plan, as required under Part 2 of the Bill.  

11. The Auditor General and the Accounts Commission have reported that public 
bodies need to focus more on their priorities when making spending decisions over 
the money they control and to demonstrate better the links between options chosen 
and the effect on longer-term outcomes52. The report highlighted that rigorous use 
of options appraisal based on sound information is required for good budget-related 
decisions and for making those decisions clear and understood.  

12. Scrutiny of budgets is a crucial step in the accountability process and contributes to 
fiscal transparency. However, scrutiny of performance and outcomes against past 
budgets is equally important. Information about the cumulative effect of previous 
budget decisions and progress towards outcomes supports scrutiny of the budget 
proposals for the year ahead. 

13. In summary, there is evidence of greater focus on outcomes, both nationally and 
locally. However, public bodies need to focus more on priorities to achieve 
outcomes in setting budgets. More work is also needed to ensure that good quality 
information is available to support scrutiny of budgets and progress towards 
outcomes. This will take time to develop and embed. In our view, areas for 
improvement include: 

 The Scottish Government should map the pathways that connect each portfolio’s 
contribution to the national outcomes. These pathways should identify the 
directorates and other public bodies involved and should be used to identify what 
cross-organisational work is needed to achieve the outcomes. Business plans 
should set out the contribution that portfolios, directorates and other public 
bodies will make to the national outcomes. 

 Spending reviews and annual budget documents should set out the contribution 
made by each portfolio to the national outcomes, including their contribution to 
outcomes falling outside their own direct responsibility. New policy should be 
routinely assessed for its impact on the national outcomes, using appropriate 
performance measures. 

                                                 
51 Auditor General/Accounts Commission, September 2014, Response to call for evidence by the Scottish 
Parliament’s Local Government and Regeneration Committee 
52 Auditor General/Accounts Commission, June 2014, Scotland’s Public Finances: a follow-up audit 
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 Public bodies should implement an approach to budgeting that focuses more on 
their priorities and links planned spending more closely to the outcomes they 
want to achieve. 

 The development of long-term financial strategies will help direct and control 
finances to help ensure links and spending options are assessed over a longer 
period. Budget options should distinguish between the short-term cash 
implications and the longer-term cost implications. 

 At the end of each financial year, the actual spending outturn should be 
compared with planned future budget allocations to ensure levels remain 
appropriate and relevant. This information should be linked explicitly to the 
associated progress in achieving outcomes. Taken together, this will help inform 
future budgets.  

14. We hope that you find our comments helpful. Should you require any further 
information please contact Fraser McKinlay, Director of Performance Audit and 
Best Value, Audit Scotland, 18 George Street, Edinburgh, EH2 2QU, e-mail 
fmckinlay@audit-scotland.gov.uk. 
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PERFORMANCE MANAGEMENT AND OUTCOMES 

 
SUBMISSION FROM IMPROVEMENT SERVICE (IS) 

 
1. The IS is grateful for the opportunity to engage with the Committee on its scrutiny of 

the budget and keen to use that opportunity effectively.  For that reason, although 
we are very happy to engage with the generality of the issues the Committee is 
considering, we thought it useful to focus our written submission on the three key 
issues: 
 
(i) The profusion and prolixity of current performance frameworks across the 

public service, and the extent to which they support a focus on improving 
outcomes. 
 

(ii) The need to invest in far better and more useable measures of outcome if we 
are serious about outcome based resourcing. 

 
(iii) The relationship between public service organisation and performance and 

the pattern of outcomes in Scotland.  It is assumed such a relationship exists, 
at individual or whole system level, but it is difficult to evidence such a 
relationship. 

 
Profusion and Prolixity 

 
2. The IS is currently involved in a project, with SOLACE and Scottish Government, to 

examine the degree to which established performance frameworks support or create 
barriers with respect to focus on outcomes  The diagrammatic output of that work to 
date is appended, and we are happy to elaborate on the detail in discussion with the 
Committee.  For now, three main conclusions will suffice: 
 
(i) Bluntly, there is a huge amount of it and we seem to have proceeded by 

accretion without deletion.  As a result, the newer focus on outcomes seems 
often to have been retrofitted to service or sectoral performance frameworks 
that remain substantially about inputs, outputs and service standards.  Even 
the elements of such frameworks that are seen to be “outcome” focused are 
often not in any strict sense (see below). 
 

(ii) It is often unclear who the end user of such frameworks is intended to be, i.e. 
who they are for, and what they are for.  A major component is designed, 
quite properly, to support the effective management of major public services 
(hospital, schools, policing, etc.) and are therefore focused on key aspects of 
financial, service and organisational performance from that perspective.  They 
often answer service focused “are we doing things right” questions, but not 
the outcome focused “are we doing the right things” questions.  There is, of 
course, public and political interest in such performance (e.g. waiting times, 
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teacher/pupil ratios, etc.) but whether even well run public services improve 
outcomes or alter the pattern of outcomes is less interrogated. 

 
(iii) Because of how these systems evolved, outcomes are often defined in 

service terms rather than independently in terms of the life chances, life 
outcomes, and quality of life of people and communities.  Services and 
sectors have been encouraged to ask “what are our outcomes” and then to 
develop service or sector specific frameworks.  This confuses objectives and 
outcomes, institutionalises silos in the outcome focus, and diverts attention 
from the real lives of real people which are lived in the round, not in 
administratively tidy boxes. 

 
Improving the Measurement and Management of Outcomes 
 
3. If we are to examine the impact of public services on “outcomes”, we need to be 

agreed and rigorous about what we mean by outcomes.  As noted above, our view is 
that this should be defined independent of specific services and focused on life 
outcomes and quality of life.  We can find relatively few current measures that 
reliably do that on a comparable way. 
 

4. Many measure are at best proxy measures (e.g. S4 or S5 tariff scores, emergency 
admissions, positive destinations); others are measured differently across Scotland 
(social and cognitive development on entering P1);  others still are measured to 
completely different spatial levels so it is impossible to integrate related aspects of 
performance and outcomes (healthy life expectancy and emergency admissions).  
There are massive gaps in our outcomes data on key aspects of peoples’ lives and 
experiences that makes it hard to plan interventions. 

 
5. For example, the first reliably comparable measure we have of how well children are 

doing educationally is S4 tariff scores, i.e. age 16.  Given recent emphasis and 
investment in and on “early years” this is at minimum puzzling.  We have no reliably 
comparable information on service user or resident satisfaction with public services 
that allows comparison across Scotland.  We have no standard deployed measures 
of wellbeing or happiness across Scotland.  Various, local, non-standard measures 
exist with varying degrees of reliability. 

 
6. Finally, even where a suite of measures does exist, it is common for performance 

management systems to lack quantified and timetabled targets.  The NPF is a good 
example: if we want Scotland to be “fairer”, what inequalities do we wish to reduce, 
by how much and by when?  (ditto, healthier, smarter, etc.).  An ability to better 
define and measure outcomes will be of little relevance to improving outcomes if it is 
not used actively as part of performance management and accountability. 

 
7. All of this can in principle be sorted: the evidence base on outcomes can be 

improved and standardised; gaps in measurement can be filled; performance targets 
and timescales can be set.  It would however require investment, financial and 



ANNEXE B 
 

20 
 

political.  Who would actually want a consistent, standardised system of outcome 
measures, given many local services have developed a local approach that suits 
them?  How would such a system fit current emphasis on decentralisation, 
subsidiarity and local empowerment?  It is possible that some of the issues noted 
above are systemic, a function of wider political and cultural factors, rather than 
accidental. 

 
Public Services  
 
8. Examining both international and Scottish data, we can find no systematic evidence 

that the organisation and quality of public services is the key or main determinant of 
the pattern of outcomes in any society.  Outcomes are far more levered by wider 
economic factors, particularly economic inequalities of income, employment and 
unemployment (e.g. PISA studies, Making Better Places, etc.).  The evidence also 
suggests that this effect is consistent across all aspects of life: health, learning, 
safety, etc. 
 

9. This is, of course, not to say that public services do not create outcomes but that 
they are not the predominant factor in shaping the pattern and quality of outcomes 
over time and between communities.  Macro-economic and fiscal policy is a key 
lever and there is clear evidence that outcomes and inequalities of outcome vary 
between different economic models. 

 
10. This poses questions about how “outcomes” fit into public services as opposed to 

public policy performance assessment in Scotland, and also how they fit into the 
assessment of the use of the (admittedly limited) fiscal and macro-economic powers 
currently available.  The independent budget review in 2010, and the Christie 
Commission, emphasised prevention, integrated working through partnerships and 
working in quite new ways with communities at risk of poor outcomes.  This sees 
public services in “whole system” terms and community planning, health and care 
integration, etc. express that.  However, as the very useful Audit Scotland work on 
CPPs shows, there is no direct relationship between the quality of the partnership 
working and the pattern of outcomes that follows.  Put simply, where people come 
from economically seems more influential on the pattern of outcomes than public 
services, however well organised.   

 
11. This is not a council of despair: it simply frames the challenge.  There are a number 

of ways we can address this.  We could ignore background socio-economic factors 
altogether and require strict accountability for outcomes.  There would be some 
merit in this.  (For example, if children from the most deprived backgrounds are 
missing 20% plus of their secondary education due to absence, we would stop 
asking what it is about them, and focus on what it is about our social system that is 
so unattractive to them.)  It would, however, on the evidence be more likely to hold 
people to account for where they run services, rather than how well they run 
services. 
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12. We could control for social-economic factors by creating measures that take account 
of clientele and culture (“value added” measure or only comparing deprived areas 
with deprived areas).  Again, there is some merit in this but it seems to build the 
assumption of unequal outcomes into the performance system.  The point of reform 
is to reduce inequality, not replicate it. 

 
13. We can build changing socio-economic factors into performance expectations and 

measurement.  Public services are the largest employers in Scotland, the largest 
procurers in Scotland and the largest holders of land and property in Scotland.  That 
they should use that significant economic capacity as a resource to change 
outcomes is not an unreasonable expectation.  There is no easy answer here, but a 
stance needs to be taken. 

 
Conclusions 
 
14. There are serious issues around any simple performance equation linking the public 

budget, public service output and outcomes.  However, there are evident 
improvement steps that can be made.  These are: 

 
(i) Getting clear and precise about who needs what information for what 

purpose: governance and political accountability; corporate management of 
the business; operational management of services and functions. 
 

(ii) Rationalising and consolidating performance frameworks, particularly in 
partnership contexts, which presently tend to add another layer on top of 
existing frameworks. 

 
(iii) Improve capacity to measure outcomes independently of any specific service 

or sectoral focus, and fill critical gaps that exist at present in our 
measurement of outcomes. 

 
(iv) Taking a clear stance on the way wider economic and social factors should 

be treated in assessing public service performance: ignore them, control for 
them or make changing them part of the performance framework. 

 
(v) Developing ways of assessing the use of the massive economic capacity of 

public services, as employers, procurers and asset holders, to shape better 
outcomes. 
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Finance Committee 

24th Meeting, 2014 (Session 4), Wednesday 1 October 2014 

Welfare Funds (Scotland) Bill: Financial Memorandum 
 
Purpose 
 
1. The purpose of this paper is to highlight some of the themes identified in written 
submissions received in response to the Committee’s call for evidence on the 
Welfare Funds (Scotland) Bill (“the Bill”). 

2. The Committee received 22 responses to its call for evidence, with the majority 
of these being from local authorities. The Committee also received responses from 
the Scottish Public Services Ombudsman (SPSO) and Scottish Parliamentary 
Corporate Body (SPCB) in relation to the costs associated with the SPSO taking on 
responsibility for considering second tier reviews of applications made for support 
from the fund. Hard copies of the responses are included with this note, along with a 
copy of the Financial Memorandum (FM). 

Scottish Welfare Fund 

3. According to the accompanying Policy Memorandum, the Bill confers duties on 
local authorities to maintain and administer welfare funds in particular fashions, 
confers powers on the Scottish Ministers to make regulations and publish guidance 
which will set out how welfare funds should be administered and requires the SPSO 
to carry out reviews in relation to local authority decisions on provision of assistance 
under welfare funds.1 

4. An interim Scottish Welfare Fund has been in operation since 2013/14, aimed 
at supporting people on a low income. The FM states that— 

“The interim SWF operates on a discretionary, budget-limited basis, with 
applications being prioritised according to need. Local authorities are 
expected to manage expenditure in such a way as to ensure effective 
budgetary management of funds over the financial year. They are able to 
supplement funding from the Scottish Ministers but are not obliged to do so.  
 
The interim SWF links to other local services with the aim of providing 
relevant support to address underlying issues which have resulted in a crisis 
or the need for a CCG [community care grant]. The most common services 
that applicants are signposted or referred to are advocacy, welfare rights, 
housing and money or debt management.”2 
 

5. The Scottish Welfare Fund contains two elements: a crisis grant and a 
community care grant. The FM describes these as being, respectively, to “provide a 
safety net in an emergency when there is an immediate threat to health and safety 
through the provision of a non-repayable grant” and to “enable people to live 

                                            
1 Policy Memorandum, para 2 
2 Financial Memorandum, paras 11-12 

http://www.scottish.parliament.uk/S4_Bills/Welfare%20Funds%20(Scotland)%20Bill/b51s4-introd.pdf
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/79052.aspx
http://www.scottish.parliament.uk/S4_Bills/Welfare%20Funds%20(Scotland)%20Bill/b51s4-introd-en-bookmarked.pdf
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independently, or to continue to live independently, preventing the need for 
institutional care, through the provision of a non-repayable grant… This includes 
providing assistance to families facing exceptional pressures. For example, where 
there has been a breakdown in family relationships, perhaps involving domestic 
violence, which is resulting in a move.”3 

Costs 

6. The FM sets out costs that have been identified as falling on the Scottish 
Government from the start of the interim SWF, running up to the end of the current 
spending review period in 2015/16. The table below sets out these costs and how 
funding has been allocated across the organisations involved in delivery of the 
SWF— 

Organisation 
funding 
allocation 

Year 

2013/14 

Programme 
Funding (£) 

Administration 
Funding (£) 

Second Tier 
Review Funding 

(£) 

Implementation 
and LA support 

(£) 
SG    340,000 
LA 33,000,000 5,000,000   
SPCB/SPSO     
 2014/15 

 Programme 
Funding (£) 

Administration 
Funding (£) 

Second Tier 
Review Funding 

(£) 

Implementation 
and LA support 

(£) 
SG    340,000 
LA 33,000,000 5,000,000   
SPCB/SPSO   60,000-100,000  
 2015/16 

 Programme 
Funding (£) 

Administration 
Funding (£) 

Second Tier 
Review Funding 

(£) 

Implementation 
and LA support 

(£) 
SG    340,000 
LA 33,000,000 TBC   
SPCB/SPSO   250,000-400,000  
 

Issues highlighted in written evidence 

Administration funding 

7. All but one of the local authorities responding to the Committee’s call for 
evidence highlighted concerns about the arrangements for funding administration of 
the SWF. The authorities expressed the view that they were already in a position 
where they were supplementing administration funding from their own budgets. For 
example, Fife Council states that it has received funding of £267,000 but that its 

                                            
3 Financial Memorandum, para 7 
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overall requirement is £553,000 while Highland Council identifies staffing costs 
directly attribute to SWF at £149,000 against available funding of £117,000. 

8. Glasgow City Council did not express concern about the current level of 
administration funding. It did, however, state that “currently only applications with a 
priority level of high are being approved to remain within programme funding” and 
that as further welfare reform changes are brought in “this would have pressures for 
both the programme funding and also administration funding of local authorities were 
faced with increased applications.” 

9. COSLA comments that the “administrative funding provided to councils fall 
someway short of the actual costs associated with the service being delivered” and 
that this is “causing significant concern within local authorities”. COSLA goes on to 
say that “Failure to address the concerns highlighted around administrative funding 
could potentially jeopardise the wider outcomes the Welfare Funds (Scotland) Bill is 
trying to achieve.” 

10. The FM states that “Discussions on administration funding will continue to take 
place with COSLA as local authorities establish the costs and benefits associated 
with administering the funds under the permanent arrangements”.4 

Scottish Public Services Ombudsman 

11. Under the interim scheme local authorities have been undertaking second-tier 
reviews of decisions on applications to the Scottish Welfare Fund. The Bill provides 
for this role to be taken on by the SPSO. The FM estimates costs for the SPSO 
taking on this role “based on the costs of the costs of delivery of a similar scale 
review function by the Office of the Social Fund Commissioner for Northern Ireland”.5 
The FM provides two estimates for the cost of the SPSO taking on this role— 

 £400,000 per year for an annual caseload of 2,000 reviews  

 £250,000 per year for an annual caseload of 400 reviews. 

12. The FM states that the “Government does not have full data for second-tier 
reviews under the interim arrangements but estimate that there will have been fewer 
than 500 reviews in the first year of running”.6 The FM goes on to note that it is 
anticipated that “there will be more reviews conducted by the SPSO than the number 
of second-tier reviews the Scottish Government has seen so far in the interim 
scheme”.7 The Government has used a planning assumption of 2,000 reviews per 
year. Argyll and Bute Council provides a figure of 144 second-tier reviews having 
been carried out across Scotland in 2013/14. The Scottish Government’s view that 
the number of reviews will increase is supported by COSLA. 

13. In relation to the difference between the higher and lower estimates, and the 
reduction in costs that may be realised if a lower number of reviews are carried out, 

                                            
4 Financial Memorandum, para 39 
5 Financial Memorandum, para 48 
6 Financial Memorandum, para 45 
7 Financial Memorandum, para 47 
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the FM states that “the reduction in costs would not be in direct proportion to the 
reduction of cases, as fixed costs would remain”.8 

14. Both the FM and the submission from the SPSO note the intention to undertake 
a review of the funding required for SPSO to fulfil this function. 

15. In its written submission, Falkirk Council comments that “The costs associated 
with the SPSO administering 2nd Tier reviews (£250-400k per annum) seem to be 
relatively significant, given that within this Local Authority we have managed to meet 
the requirement around 2nd Tier reviews within our existing budget.” Comparing 
SPSO costs with their own administration funding, Fife Council states “Given the 
work that Fife Council is to undertake for less than £300,000 this seems generous – 
or more likely amplifies the argument made above that local authorities are not given 
sufficient administration funding.” Moray Council comments that “Care should be 
taken in allocating additional funds to the Ombudsman until a reliable assessment of 
the volume of referrals can be made.” 

16. If an equal cost per review was to be assumed, the estimates in the FM would 
give ‘unit costs’ of undertaking reviews at £200 per review for 2,000 reviews per year 
and £625 per review for 400 reviews per year. Some local authorities commented on 
the consideration of value for money in these unit costs compared with the value of 
payments that are issued from the Scottish Welfare Fund. The FM itself does not 
provide details of the average value of payments that have been issued. 

17. North Ayrshire Council comments that the unit cost at 400 reviews per year 
“which is more than the average cost of a community care grant in Scotland in 2013-
14 (£613)…does not demonstrate value for money when compared to the cost of this 
service being provided by Scottish Councils.” 

18. East Ayrshire Council provides average values for payments it has made under 
the interim scheme of £505 for community care grants and £76 for crisis grants and 
states that “proportionality must remain a consideration for the scheme.” Argyll and 
Bute Council’s submission states average values of £644 for a community care grant 
and £71 for a crisis grant. On the basis of the figure of 144 reviews carried out in 
2013/14, it goes on to note that the lower cost estimate of £250,000 would represent 
a cost per review of £1736. 

19. The FM states that following the set-up of the review function within the SPSO, 
local authorities will no longer have to meet the costs associated with undertaking 
the second-tier reviews themselves, noting that these costs have included “the 
associated costs of arranging and supporting panel meetings” and that authorities 
have “absorbed these costs into administration costs”.9 However, in relation to 
whether local authorities will realise savings as a result of this change, 
Aberdeenshire Council states that “It does not seem appropriate to expect savings in 
administration costs from the removal of the second tier review function as this has 
been such a small part of the Scottish Welfare Fund workload to date.” 

                                            
8 Financial Memorandum, para 51 
9 Financial Memorandum, para 39 
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20. COSLA notes that the FM suggests that following the review role being taken 
on by the SPSO “local authorities will no longer have to meet and costs associated 
with these reviews” but that local authorities will “still be required to perform the first 
stage review and to prepare and respond to those cases which progress to 2nd stage 
via the SPSO”. 

21. This view is echoed in the submission from Dundee City Council. 

IT costs 

22. Considering other costs that may arise from the Bill, COSLA notes that draft 
Regulations in connection with the Bill include details of decisions on fund 
applications and what a decision in writing should include. COSLA states that “Local 
authorities have advised COSLA that they will in all likelihood incur costs to ensure 
decision notices comply with this requirement through changes to the IT systems”.  

23. Argyll and Bute Council notes that following the introduction of the interim 
Scottish Welfare Fund each local authority had to make its own arrangements for 
computer systems and that there are now four main systems in use. It goes on to 
state that— 

“There is now an opportunity to commission a single hosted national system 
to support the new permanent scheme, with a single set of parameters and 
interface facilities. This would be consistent with the national public sector ICT 
strategy.” 

Conclusion 

24. The Committee is invited to consider the above in taking evidence from 
the Bill team. 

 
Catherine Fergusson 

Senior Assistant Clerk to the Committee 
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