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FINANCE COMMITTEE

 
AGENDA

 
7th Meeting, 2011 (Session 4)

 
Wednesday 26 October 2011

 
The Committee will meet at 10.00 am in Committee Room 2.
 
1. Decision on taking business in private: The Committee will decide whether to

take item 4 in private and whether its consideration of a draft report on the Draft
Budget 2012-13 and Spending Review 2011 at future meetings should be taken
in private.

 
2. Draft Budget 2012-13 and Spending Review 2011 Scrutiny: The Committee

will  take  evidence  on  the  Scottish  Government's  Draft  Budget  2012-13  and
Spending Review 2011 from—

 
Professor Jo Armstrong, Centre for Public Policy for Regions;
 
Professor Jeremy Peat, Royal Society of Edinburgh.
 

3. Draft Budget 2012-13 and Spending Review 2011 Scrutiny: The Committee
will  take  evidence  on  the  Scottish  Government's  Draft  Budget  2012-13  and
Spending Review 2011 from—

 
David Alston, Budget Leader, Highland Council;
 
Gwen Barker, Community Planning and Partnership Manager, East
Ayrshire Community Planning Partnership;
 
George Black, Chair of the Executive Group, Glasgow Community
Planning Partnership;
 
Marita Brack, Programme Director for Psychology of Parenting, NHS
Education for Scotland;
 
Rachel Cackett, Policy Advisor, Royal College of Nursing Scotland;
 
John Dickie, Head, Child Poverty Action Group in Scotland;
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Aubrey Fawcett, Corporate Director, Regeneration and Environment,
Inverclyde Alliance Community Planning Partnership.
 

4. Draft Budget 2012-13 and Spending Review 2011 Scrutiny: The Committee
will consider the evidence heard to date, in order to inform the drafting of its
report.

 
 

James Johnston
Clerk to the Finance Committee

Room T3.60
The Scottish Parliament

Edinburgh
Tel: 0131 348 5215

Email: james.johnston@scottish.parliament.uk
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The papers for this meeting are as follows—
 
Agenda item 1  

Paper by the Clerk FI/S4/11/7/1

Agenda item 2  

Paper by the Clerk FI/S4/11/7/2
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Finance Committee 
 

7th Meeting, 2011 (Session 4), Wednesday, 26 October 2011 
 

Scrutiny of the Draft Budget 2012-13 and Spending Review 2011: 
Economic growth 

 
 

Purpose 

1. The purpose of this paper is to provide background information for the 
evidence session with the Royal Society of Edinburgh and the Centre for 
Public Policy for Regions. Papers by each organisation are attached as 
Annexes A and B respectively. The Royal Society of Edinburgh also 
submitted written evidence in response to the Committee’s call for evidence 
on preventative spending. 

Background 

2. The Scottish Government, in its Scottish spending review 2011 and draft 
budget 2012-13 states [p.4] that its ‘fundamental priorities’ of this budget are 
to— 
 
 accelerate economic recovery, to create the jobs our people need and to 

secure new opportunities through the low carbon economy; 
 deliver an ambitious public sector reform programme with a decisive shift 

in favour of preventative spend; and 
 deliver a Social Wage for the people at a time of acute pressures on 

household incomes. 
 

3. The purpose of this evidence session, supported by the papers 
Annexed, is to focus on this first priority above, economic growth. 

4. For information, the Scottish Government published its economic 
strategy on 12 September 2011. 

Conclusion 

5. The Committee is invited to consider the attached papers. Members may 
wish to seek clarification on any points with the witnesses. 

 

 

Fergus D. Cochrane 
Senior Assistant Clerk to the Committee 

http://www.cppr.ac.uk/centres/cppr/newsandevents/
http://www.cppr.ac.uk/centres/cppr/newsandevents/
http://www.scottish.parliament.uk/S4_FinanceCommittee/Inquiries/RSE.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/Inquiries/RSE.pdf
http://www.scotland.gov.uk/Resource/Doc/358356/0121130.pdf
http://www.scotland.gov.uk/Resource/Doc/358356/0121130.pdf
http://www.scotland.gov.uk/News/Releases/2011/09/12101424
http://www.scotland.gov.uk/News/Releases/2011/09/12101424
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Annex A 

Scottish Government’s Spending Review/Draft Budget 
 
Submission from the Royal Society of Edinburgh to the Scottish Parliament Finance 
Committee October 2011 
 
Introduction 
 

1. The Royal Society of Edinburgh (RSE) welcomes the opportunity to contribute 
to the budget scrutiny process of the Scottish Parliament and specifically the 
consideration of the Finance Committee. The role of the Finance Committee, 
with its responsibility for scrutinising and challenging the Scottish 
Government’s spending plans and draft budget, is a crucial one. It is even 
more important at a time of economic uncertainty and public sector budget 
constraints when difficult choices have to be made between competing 
objectives. 

 
2. In preparing its submission for the Finance Committee, the RSE convened a 

meeting of Fellows with relevant expertise to provide guidance on key points 
the Society would wish to make in relation to the expected impact of the 
Scottish Government’s budget on economic growth. 

 
3. The RSE Working Group consider that the Government’s spending 

review/draft budget should be more explicit about how their plans will 
contribute to their stated aim of economic growth. They are concerned that the 
current budget does not meet certain criteria, namely:  a strategic approach; 
the setting of priorities; evidence-based policy; cost-benefit analysis and 
opportunity cost; and consistency between policies.  These points are 
elaborated below. 

 
Strategic Approach 
 

4. We are concerned about the absence of an integrated, overarching strategic 
approach to public finances which reflects the government’s economic 
strategy and growth agenda. We strongly recommend that the Finance 
Committee raises this issue with the Cabinet Secretary.  

 
Setting of Priorities 
 

5. Related to the above, we believe that there is a pressing need to assess the 
Scottish Government’s spending priorities and the impact that they will have 
on the Scottish economy. We note that the SPICe briefing on the Spending 
Review and Draft Budget states that the budget document does not provide a 
clear linkage between spending allocations and the National Performance 
Framework (NPF), which sets out the Scottish Government’s objectives. In 
our view, an approach that sets out spending allocations without regard to the 
economic and social framework within which the allocations are being set is 
flawed. This relates to our view that there is a need for a stronger ‘Treasury’ 
function  in Scotland, that is able to assess spending priorities and the 
implications different activities and different patterns of spend will have on the 
Scottish economy.  
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Evidence-based Policy 
 

6. In our view there is a requirement for policy decisions to be based upon 
objective evidence which is transparent and open to scrutiny and debate. 
Unfortunately, in far too many cases, the RSE responds to Government 
consultations where the underlying technical basis is flawed and where 
reliance is placed upon a priori assumptions rather than a comprehensive 
evidence base. In some, through persistence, it is possible to achieve some 
reverse engineering, but in many cases this is not possible as policy decisions 
seem to have been taken before the evidence has been gathered. 

 
7. In this regard, a failure to consider and present the range and cost 

implications of all the available options in a realistic and unbiased manner will 
inevitably lead to the closing-off of viable policy options. It is therefore of the 
utmost importance that the Scottish Government’s spending policies are fully 
costed and that these costings are presented to the Finance Committee. 
Otherwise, there is a risk that unaffordable policies will be pursued without 
them having been subjected to detailed cost-benefit analysis – an issue 
important at any time, but crucial at a time of austerity in public spending.  We 
are sure that the Auditor General will have a vital role to play in this respect. 

 
Cost-Benefit Analysis and Opportunity Cost 
 

8. The Scottish Parliament Finance Committee is well placed to reconsider and 
evaluate all current and proposed policies and take a realistic view as to what 
elements are absolutely necessary to provide a certain level of wellbeing for 
the Scottish public and driving the Scottish economy. As stated above, 
however, this requires transparency about costs, both capital and recurrent, of 
specific policies. No policy should be protected until both the cost/benefits and 
opportunity costs – social, economic, and environmental – of its delivery are 
critically evaluated, as the protection of one policy will clearly lead to an even 
greater impact on others. This evaluation applies across the board, including 
to policies involving universal benefits and instigated or championed by all 
political parties. The RSE suggests examples of such policies include fully 
publicly funded university student fees, the Council Tax freeze, the provision 
of free personal and nursing care, and concessionary fare travel schemes. 
While these are inherently laudable, there should be no a priori sacred cows, 
and we support the recommendation from the Independent Budget Review 
that the Scottish Government and Parliament should consider undertaking 
immediate work to review whether all free or subsidised universal services 
should be retained in their current form.  

 
Policy Consistency 
 

9. There are some areas where there is inconsistency in approach to policy and 
this can be illustrated through the potential impact on Scottish business. The 
proposed increased take from business rates at levels which are well above 
the rate of inflation could have an adverse impact on Scotland’s small and 
medium sized businesses. This contrasts with the Government’s proposed 
approach to corporation tax. Further, compared with corporation tax, business 
rates are non-discriminatory in that they apply to non-profitable as well as 
profitable businesses. At a time when many Scottish businesses are 
encountering significant financial difficulties, the proposal to increase business 
rates to the level suggested does not appear to align with the Scottish 
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Government’s objective of increasing sustainable economic growth in 
Scotland.  

 
10. In addition, we note that the Scottish Government is planning to introduce a 

business rate supplement on large retailers who sell tobacco and alcohol, with 
the income raised from the supplement to be made available to local 
authorities for preventative spending projects. The RSE understands the 
health objectives of the Scottish Government in relation to tobacco and 
alcohol and indeed the Society was broadly supportive of the measures 
proposed in the last Parliament to introduce minimum pricing per unit of 
alcohol. We do though have concerns that this particular measure could 
contribute to increased prices across the whole range of goods that large 
retailers sell, including food and clothing. The contrast with the minimum 
pricing policy is that the latter would be far more likely to impact directly on the 
product targeted, namely alcohol. 

 
Additional Points 
 

i) Preventative Spending 
 

11. Achieving a fundamental shift in spending priories at a time of exceptional 
pressure on public expenditure will prove extremely difficult. Nevertheless, 
Scotland must ensure that it can deliver improved outcomes in key areas such 
as health, social care and education. The consequences of decisions made in 
this difficult period will be felt for years to come. We reiterate our earlier point 
that policies must be evidence-based and therefore all existing evidence on 
preventative interventions should be collated, understood and shared across 
delivery agencies in order to assist in the setting of priorities and make the 
most effective use of the budget available. Moreover, all initiatives should be 
monitored and evaluated from the outset, in order to build up the evidence 
base. 

 
ii) Higher and Further Education 

 
12. The RSE also notes the shift in the balance of funding between Higher and 

Further Education which will help fund the Scottish Government’s commitment 
to ‘free’ higher education. While the additional funding for HE is welcome, we 
would encourage the Finance Committee to examine what the potential 
impact will be on Further Education. The Further Education sector plays an 
important role in providing lifelong learning, apprentice and skills training, 
which not only offers opportunities for individuals but also contributes to the 
success of the Scottish economy. 

 
iii) Other Revenue Sources 

 
13. The Finance Committee should also explore whether there are further 

revenue or capital raising measures that the Scottish Government should 
pursue, particularly if the product of such revenues will be directed towards 
programmes that will help stimulate economic growth and potentially attract 
match funding from other bodies. This could include aspects of the funding of 
Scottish Water. 
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iv) Pensions 
 

14. As previously raised with the Finance Committee the funding of pension 
arrangements for public sector employees in Scotland is an issue that should 
be considered by the Finance Committee. 

 
v) Digital Scotland 

 
15. In October 2010 an RSE working group published its report on Digital 

Scotland1 which considers the ways in which technological change could be 
stimulated and exploited for economic and social benefit, and explores these 
within the particular economic, social and geographic context of Scotland. 
Next Generation digital communications offer great opportunities to Scotland 
to enhance its economic competitiveness, provide greater opportunities for 
individuals and communities, and contribute to better, more efficient public 
services. But this can only happen if the vision and the will exists to invest in 
the infrastructure and to encourage digital participation – that is the challenge 
facing Scotland. The RSE report focuses on the following key areas and 
makes recommendations for them: to remove fiscal and regulatory obstacles; 
to enable competition; to stimulate development; and to ensure universal 
access and digital inclusion. The RSE continues to engage with the Scottish 
Government on its Strategy for Scotland’s Digital Future.  

 
Any enquiries about this briefing paper should be addressed to the RSE’s Head of 
Policy Advice, Bristow Muldoon (E-mail: bmuldoon@royalsoced.org.uk). 
 

 

 

 

                                            
1 http://www.rse.org.uk/886_DigitalScotland.html 
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Scottish Government’s Draft Budget 2012-13 
 
Briefing No. 1 
 
 
ANALYSIS OF THE SCOTTISH GOVERNMENT’S DRAFT BUDGET 2012-13 
 
 
Executive Summary  
 
 
The 2012-13 Draft Budget resulted in some significant changes to what had been 
outlined in January of 2011 across budget holders.  
 
The main points are: 
 

- Almost all resource budget lines are either flat or declining in cash terms, 
which means that, even if only flat, they will, by 2014-15 be roughly 7½ % 
lower in real terms than they were in 2011-12. As most resource budget lines 
also experienced cash falls in 2011-12, this decline in real terms will be well 
over 10% compared to 2010-11. Capital budget declines are even steeper. 

- The NHS resource budget line rises in line with inflation (based on the GDP 
deflator, but is below it in some years versus RPI and CPI inflation). However, 
this is based on a forecast made in March 2011. Inflation expectations for 2011-
12 and 2012-13 are now higher and further allocations may need to be made in 
order to maintain this commitment. 

- While the NHS resource budget rise matches inflation this is not the case for 
General Medical Services (ie GP doctor’s), General Dentist Services or General 
Ophthalmic Services. 

- Local Government’s overall resource budget is not dissimilar to before but it is 
increasingly dependent on Non Domestic Rates (NDR) as opposed to Grants, 
which makes it potentially more volatile. In addition, the rising NDR comes 
with strings attached that some of this is spent on preventative measures. 

- While council tax is being frozen, business rates are rising at a rate well above 
inflation 

- A wage freeze similar to 2011-12 has been applied in 2012-13, with only 
“modest” rises available potentially thereafter. For those earning over £21,000 
a year, even if this “modest “ increase were to be as much as 2% in 2013-14 
and 2014-15, this implies a real terms fall in earnings of over 10%, based on 
RPI inflation, since 2010-11. 

- Continued efficiency savings remain the main route by which any freezing or 
cuts in budgets do not automatically feed through in terms of reduced public 
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services. However, as no change to the structure of monitoring and evaluation 
of these efficiency savings have been introduced then the veracity of such 
claims will remain in doubt and, as Audit Scotland recently put it “reported 
efficiency savings might actually be cuts in service because it is not clear if 
they have resulted in fewer or poorer quality services being provided. 

- Higher Education looks to have been funded to a degree that offsets the implicit 
Barnett Formula related English HE cuts. However, this comes at the price 
elsewhere in the overall budget of around £230 million by 2014-15. 
Furthermore while HE is protected, Further Education funding is being 
drastically reduced, down 18½ % in cash terms, 2014-15 on 2010-11. 

- Scottish Water has had some, but not all, of its previously negotiated capital 
funding restored. It remains 20% short of this earlier funding commitment 
negotiated with the Scottish Government. How this will affect the quality of 
Water Supply or the efficiency of the service is not yet known. 

- Some increases in funding, for example the rising line for the Commonwealth 
Games, will be temporary and ease pressure in years thereafter. 

- Increased resource funding for Transport, mainly Roads and Rail, is 
considerable. 

- The evidence for a Plan MacB enhancing growth prospects is scant. 
 
Overall, the position has not changed as the budget totals have not changed. However, 
that position remains one of most budgets, barring the NHS, declining in real terms 
over each of the next three years.  
 
Within this position decisions have had to be made over what to prioritise. So for 
example Higher Education funding is supported but Further Education funding falls 
rapidly. The balance of funding also changing with funding to support local 
government becoming even more dependent on revenues from businesses through 
above inflation NDR increases. 
 
Over time pressures will emerge which highlight the extent to which these new budget 
allocations are struggling to accommodate existing and new demand for their intended 
services. Future years may therefore see further changes in allocations brought about 
by political or public pressure or indeed through changing economic circumstances. 
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 A comparison of the September 2011 versus January 2011 draft budget figures 
 
If budget holders thought that the indicative totals issued in January by John Swinney 
were what they might actually expect to receive, and were planning on, then many 
were in for a pleasant, or unpleasant shock. 
 
Resource Budget 
 
The biggest winners (at Level 2) were in the Resource budget, with additional funds, 
by 2014-15, of the order of: 

- +£150 million (in cash terms) in Sport, further boosting support for the 
Glasgow Commonwealth Games in 2014 

- +£155 million for Higher Education Institutions and student grants;   
- +£36 million for Police and Fire Pensions 
- +£61 million for Prisons 
- +£120 million for Rail Services 
- +£45 million for Motorways &Trunk Roads 
- +£38 million for the Scottish Futures Fund 
 

These additional funds were offset by reduced funding of the order of: 
- -£40 million for central government Administration 
- -£36 million for Centrally funded Police 
- -£32 million for Housing &Regeneration 
- -£11 million for Legal Aid 
- -£13 million for Culture 

 
Amongst the smaller budgets on the resource side there have also been noticeable 
shifts, for example: 

- Planning is down £1 million, or a fifth of its budget 
- Third Sector and the Social economy is down £3 million, or 12% of its budget 
- Forestry Commission is down £4 million, or 8% of its budget 
- Historic Scotland is down £9 million, or 20% of its budget. 

 
Appendix 1 details the key winners and losers at Level 3. 
 
Given that those budgets which lost out in the update were already expecting budgets 
flat in cash terms and falling in real terms then the additional cuts will prove even 
harder to manage without reductions in the quantity and/or quality of their services. 
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Capital Budget 
 
The budget tables1 tell us is that by 2014-15 the allocation to capital is forecast to fall 
by around £290 million in cash terms or £460 million if adjusted for inflation. The cuts 
cannot be easily identified as the original allocations were only made at Level 2. 
However, in general cuts were suffered Health (with a real terms fall of £267 million), 
Housing and Regeneration (a cut of £97 million) and Rail Services (a real terms fall of 
£85 million) between now and 2014-15. 
 
 
LOCAL GOVERNMENT 
 
The local government budget line is difficult to interpret and so needs careful 
consideration. As Table 1 illustrates, Local Governments level of resource budget, via 
General and Specific Resource Grants, has been cut in 2014-15 by around £440 million 
(cash terms), while Non Domestic Rates (NDR) have risen by around £490 million. 
 
Table 1: Scottish Local Government support, £ million (cash) 

 Draft Budget 2012-13 

 2011-12 2012-13 2013-14 2014-15 
 cash cash cash cash 

Resource DEL  - Sep 2011 8,355 8,319 8,147 7,918 
  - Jan 2011 8,355 8,355 8,355 8,355 
 0 -36 -208 -437 
     
Capital DEL  - Sep 2011 692 563 517 760 
  - Jan 2011 692 692 692 692 
 0 -129 -175 +68 
     
Other Local Government - Sep 2011 322 324 334 352 
   - Jan 2011 322 322 322 322 
 0 +2 +2 +30 
     
Non-Domestic Rates - Sep 2011 2,180 2,272 2,444 2,673 
   - Jan 2011 2,180 2,180 2,180 2,180 

 0 +92 +264 +493 
     

 
 
This increase in NDR comes about due to very high rates of increase over the next 
three years, of 4.2%, 7.6% and 9.4% (in cash terms). These big increases are due in 
part to the new higher rating associated with alcohol and tobacco sales, but this only 
accounts for around £40 million of the almost £500 million increase by 2014-15, less 
than 10%. 
 

                                                
1 At the time of writing, there was sum uncertainty over the capital budget lines. 
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In contrast to this rapid rise in future NDR income, over the period 2005-06 to 2008-09 
it was unchanged, although it rose by 12 % between 2008-09 and 2010-11.  
 
If businesses thought they might be sharing in the Scottish Government’s desire to cap 
tax pressures on consumers by maintaining a Council Tax freeze, they were sadly 
mistaken.  
 
This alteration in the balance of funding suggests that: 
 
i) future funds are less certain as they rely on NDR, whose final level is dependent on 

sustained economic activity. 
ii) ) NDR funds from alcohol and tobacco to fund preventative measures are ring 

fenced rather than at the discretion of  local,government. 
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WAGES 
 
At roughly 50% of the entire Scottish DEL budget, what happens in terms of wage 
rises is clearly an important factor working on the extent of cuts needed elsewhere. The 
longer that a widespread pay freeze can be applied the fewer cuts will be needed 
elsewhere, which includes a reduced need to lose further jobs. This trade-off between a 
pay-freeze and job cuts remains highly relevant.  
 
It could be argued that a continued pay freeze is more desirable than job cuts as the 
latter lead to a withering of job skills and so to a more difficult future employment 
problem. 
 
SPICe2 reports that the pay freeze is estimated to have saved around £300 million in 
2011-12, based on analysis by the Independent Budget Review3 (IBR) report and the 
Scottish Government. 
 
The 2011-12 Budget anticipates the same wage freeze conditions for 2012-13 as 
applied in 2011-12, i.e. allowing for increases for those earning under £21,000. It gives 
no indication of what any future public sector wage settlement might be, John Swinney 
simply stating that “we may be able to see modest increases in the years that follow. 
 
The table below attempts to set out the extra costs that will need to be absorbed by cuts 
elsewhere based on a variety of wage inflation rates, applying over different 
timescales. It assumes that each 1% of a rise in wages costs an extra £150 million4. 
 
Table 2: Approximate cumulative cost of wage inflation, £ million 

Wage inflation From  
2013-14 

From  
2014-15 

0% 0 0 
1% 300 150 
2% 600 300 
3% 900 450 

Source: CPPR calculation, based on an overall public sector wage bill of £15.2 billion in 2010-11 (as 
given in SPICe Financial Scrutiny Unit Briefing ‘Impact of the Scottish Government pay freeze’, 9 
September, 2011. 
 
 
The figures in Table 2 do not adjust for the £21,000 threshold or for any pay 
progression payments continuing to apply, which they most likely will, so that some of 
the costs shown will be incurred regardless. However, there are still substantial funding 
pressures that can be avoided the longer the pay freeze lasts, or the lower the 
settlements is once it finishes. 
 

                                                
2 See SPICe Briefing 11/65, 9th September 2011. 
3 Independent Budget Review, July 2010. 
4 This figure takes into account offsetting impacts from the protection of annual wage increases for 
lower paid employees, under a £21,000 threshold, and for continued pay progression payments in some 
sectors. 
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EFFICIENCY SAVINGS 
 
It is assumed that the Scottish Government efficiency targets for each of the years 
2012-13, 2013-14 and 2014-15 is 2%, across all budgets, as stated in the SNP’s 2011 
Manifesto (page 8 of the Budgetary Supplement).  This is a reduction on the 3% 
efficiency savings being sought in 2011-12. 
 
Only this week the Scottish Government has claimed that public sector efficiency 
saving targets of 2% for the three years upto 2010-11 have been exceeded5. However, 
past audits of out-turn versus plans for efficiency savings, by both the NAO6 and by 
Audit Scotland, have failed to find convincing evidence for the robustness of the 
various claims of such savings. Problems exist over the baselines that are used by 
which future savings are measured; the degree to which savings are on-going, as 
opposed to one-offs; and, the degree to which such savings would have occurred in the 
normal course of events. 
 
Audit Scotland’s position has changed little over the years. Indeed its past criticisms, 
which presumably are still valid, were used by the current Finance Minister, John 
Swinney, to criticise the use of similar efficiency savings claims by the previous 
coalition government in Scotland: “Audit Scotland’s letter (of 10/08/2005) raises 
issues that I think give rise to significant questions about the Government’s efficiency 
programme and the robustness of the claims that the Government can make about that 
programme.” 
 
In its February 2010 report Audit Scotland stated that because only limited progress 
had been made on its recommendations of December 2006, “… there is therefore a risk 
that reported efficiency savings might actually be cuts in service because it is not clear 
if they have resulted in fewer or poorer quality services being provided.” 
 
Efficiency savings in the public sector are also called into question when we look at the 
data available for changes in productivity across the public sector. ONS data for the 
UK suggests that there have been no productivity gains, in general, over the period 
2000 to 20097. It is difficult to reconcile this with the various claims made by 
governments that substantial efficiency savings, largely via productivity gains, have 
been achieved, especially on a consecutive, year on year basis. Furthermore, At 2-3 % 
a year, intended efficiency savings are above those calculated for the market sector in 
the UK over the period 2000 to 2009, which averaged 1.66%. 
 
If the proposed efficiency savings are realised then they will go a long way to reducing 
the pressure on budget holders resulting from budgets being flat in cash terms or even 
falling. However, we do not know in advance whether they are achievable and, given 
                                                
5 See ‘Efficiency Outturn Report for 2010-11’, September 2011, Scottish Government. 
6  “As we watch the Parties squabble over how much can be achieved in efficiency savings this year, it is 
worth remembering that we will not be able to judge with confidence which was right even after the 
event. The National Audit Office has been highly sceptical of the Government’s claimed efficiency 
savings in the past. And, while the Office for National Statistics has improved its measurement of public 
services output, its estimates of the bang we get for our buck are nowhere near accurate enough to verify 
the claims the Parties make.” Quote from Robert Chote, April 2010, as Director of the Institute for 
Fiscal Studies (IFS), now the Director of the UK Office for Budget Responsibility (OBR). 
7 For example, see Office of National Statistics (ONS) report, ‘Public Service Labour Productivity’, 
January 2011. 
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current monitoring and evaluation practice we will not know properly after the event 
either. 
 
Ideally with regards to efficiency savings, the Scottish Government should clearly 
identify how they expect them to be achieved. Given that this is not always 
possible then it is imperative that independent monitoring is in place to ensure 
that they have been delivered and that the neither the quality nor the quantity of 
public services have been put at risk.  
  
 
 HIGHER EDUCATION 
 
The future funding of Higher Education has been the source of much controversy since 
before the 2011 election. 
 
The UK Government’s decision to introduce higher fees in England and Wales has 
meant that Scotland, if it does not intend to follow the same fees route, needs to find an 
alternative source of matched funding if it is not to find itself at a funding 
disadvantage. 
 
Unfortunately it is extremely difficult to calculate what the appropriate level of funding 
would be to achieve this. Figures from the Higher Education Funding Council for 
England show that, taken together, the English H.E. sector income from Funding 
council grants (UK government source) and from non overseas academic fees, which 
are respectively falling and rising rapidly as a result of the new funding policy in 
England, are overall flat in cash terms at around £12.5 billion over the period 2010-11 
to 2013-14. In Scotland the HE funding from the Scottish Funding Council is also flat 
at around £1 billion. This suggests that relative funding levels remain roughly fixed 
over this period, as promised in John Swinney's budget speech yesterday. However, the 
final position for Scottish Universities will not be understood until the full impact of 
the introduction of fees for RUK students is known. 
 
The price of this matched funding through government budgets as opposed to through 
academic fees, is around £230 million by 2014-15. In other words this is the sum that 
now cannot be spent on other public services as a result of a no Scottish-student fees 
policy for Scottish universities. 
 
The Scottish Government had previously pointed to alternatives to greater student 
contribution e.g. greater philanthropy, increased support from business and increasing 
efficiency as a further way of closing the gap. It is not clear what assumptions 
currently apply with regards to these potential sources of funding, although the 
Universities Scotland's Technical Group report noted that it is difficult to see why 
Scotland would be able to outperform England in terms of such raising additional 
revenues. 
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INFLATION AND THE  HEALTH/NHS BUDGET 
 
Inflation is a key variable in determining the spending power of the Scottish Budget as 
it impacts on the real spending power of the cash level. 
 
Since the Budget was originally determined in October 2010, inflation has been, or is 
forecast to be higher. This reduces the spending power of the Budget. Table X outlines 
this change. It shows that 
 
Table 3 

Inflation rates 2011-12 2012-13 2013-14 2014-15 
1. GDP deflator (OBR, June 2010) 1.9 2.3 2.6 2.7 
2. GDP deflator (OBR, March 2011) 2.9 2.5 2.7 2.7 
3. GDP deflator (latest forecasts) 3.7 2.8 2.7 2.5 
4. RPI (OBR, March 2011) 5.2 3.4 3.5 3.6 
5. CPI (OBR, March 2011) 4.3 2.3 2 2 
6. NHS resource budget % change 2.9 2.5 3 2.8 

Sources: 1, OBR Economic and Fiscal Outlook, June 2010; 2, 4 and 5, OBR Economic and Fiscal 
Outlook, November 2011; 3, H M Treasury Forecasts for the UK economy, August 2011. 
 
 
The Scottish Government is committed to allocating all NHS Barnett Consequentials to 
the Scottish Health budget8, and also to keeping the resource side of the NHS budget 
flat or rising in real terms9. To that end, Table 3 shows the Scottish NHS resource 
budget rising in line with the latest OBR GDP deflator forecasts of March 2011 in 
2011-12 and 2012-13, and slightly above for 2013-14 and 2014-15. At the time of the 
original NHS resource allocation for 2011-12, in late 2010, the GDP deflator was only 
1.9%, while the allocation rose by 2.6%. In order to protect this spend fully, to match 
the updated 2.9% inflation rate, a further £40 million has been added. As the overall 
resource total for Health is unchanged, this has had to be adjusted for by a fall in 
another budget, in this case ‘miscellaneous other services’, down 25% on the original 
allocation for 2011-12. 
 
Since March, inflation expectations have increased noticeably for 2011-12 and a little 
for 2012-13. If this higher inflation comes about it is currently unknown whether the 
difference would be found from other budgets to maintain the rise in real terms of NHS 
resource spend. If it were to be then, in 2011-12 for example, an extra £67 million 
would need to be found. It is worth noting that for 2011-12 RPI and CPI are 
considerably higher than the GDP deflator. 
 
Beyond the NHS, the resource budgets for General Dental Services and General 
Ophthalmic Services, which both experienced significant rises in 2011-12 over 2010-
11, remain flat in cash terms, and so falling in real terms, over the Budget period set 
out yesterday. This is also the case for General Medical Services. 
 

                                                
8 See John Swinney letter of 24/01/11 to the Convenor of the Finance Committee. 
9 See page 14 of the SNP Manifesto 2011. 
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SCOTTISH WATER 
 
In balancing the books last year, the Scottish Government agreed to commit to fully 
funding Scottish Water over the period, but in doing so postponed the payment due in 
2011-12. This implied the £5650 million amount outstanding would then be paid over 
the 3 years 2012-13, 2013-14 and 2014-15. In their election manifesto, the SNP stated 
they would fully fund Scottish Water's debt requirements to 2014-15.  
 
The 2011 spending review allocation for Scottish Water loans is now £440 million, 
£120 million less than was committed to last year and what the WICS and Scottish 
Water jointly agreed in 2009 was needed to support Scottish Water's investment 
programme at the level of household charges Scottish Ministers desire10.  
 
The negative impact this lower cash allocation has on Scottish Water's business 
activities will be exacerbated by the fact that the debt support is being provided in later 
years. All in all, the real value of the funding is now around £415 million, £135 million 
less than the original allocation.  
 
The impact of this is not yet fully clear. Will investment be delayed or cancelled?  Will 
charges need to rise to keep investment on track?  
 
Scottish Water's reserves are probably being viewed as a possible source of funding to 
fill any gaps, i.e. a dividend in all but name as the surplus generated will now be used 
to pay for activities previously supposed to be funded by additional borrowing-support 
from the Scottish Government. Whilst this may be an attractive option when times are 
tight, these reserves have already been raided as no borrowing support was given for 
2010-11. This use of reserves was also not a factor in to the financial analysis 
undertaken by the WICS when setting the water charges for the period 2010-2015.  
 
At some point the Scottish Water 'drain' on the Scottish Government's finances will 
need to be strategically addressed. With no Barnet consequentials for water (as it is not 
part of the public sector in England or Wales) every pound spent on Scottish Water is a 
pound not available for other front line services.  
 
For every pound of debt that is not made available, Scottish Water can choose to delay 
its investment plans, and run the risk of constraining the Scottish economy, or water 
users will need to pay higher charges. Neither are comfortable outcomes but the budget 
is opaque on which option is preferred. 
 

                                                
10 Scottish Water's prices are set by the Water Commission for Scotland (the independent economic 
regulator, the WICS) following extensive, detailed consultation and assessment of the investment needs, 
operating cost environment and the amount of debt that an be provided by the owner, namely Scottish 
Ministers. The current pricing round runs from 2010 to 2015 and the prices established and investment 
programme set that assumed a contribution of additional debt from the Scottish Government of £140 
million per annum, ie, a total of £700 million over the 5 years. 
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 ECONOMIC GROWTH AND PLAN MacB? 
 
It has been argued by the Scottish Government that their Scottish Recovery Plan has 
resulted in an improved economic performance versus that of the UK as a whole and 
that this gives support to a policy of increased capital investment in the short term at 
least. 
 
This view is largely based on Scotland’s relatively good employment performance over 
the past year. 
 
There are a number of problems with this line of argument: 

- overall, capital spend in Scotland has actually fallen, or is planned to fall, by 
more than in the UK both last year (2010-11) and this (2011-12) 

- Scottish employment performance is actually poorer when comparing the latest 
data with that from two years earlier 

- in any case the timing of the employment improvement does not fit with the 
timing of the capital acceleration, which came earlier 

- workforce jobs data suggest that there has been a big improvement in Health 
and Social Work jobs over the last 6 months of data, up 15%, which seems 
highly unlikely and is more likely to involve survey problems 

- Scottish Output has not improved in line with employment, suggesting that any 
such employment gain has worsened labour productivity, which will ultimately 
prove problematic. 

 
All of these pieces of evidence call into question whether Scotland has been 
experiencing the benefits of a different funding model. Furthermore if the better 
employment experience over the last quarter and the last year are accurate then the 
performances of the East Midlands and of Northern Ireland are even better than 
Scotland’s and deserve greater attention. In fact there are doubtless a host of variables 
that are affecting performance, including industry mix and underlying productivity, 
and the way that employment is trending across different parts of the UK. 
 
None of the above means that a policy of increasing capital investment would be 
unwise or ineffective, it simply means that the evidence does not appear to be there at 
present to suggest that Scotland has outperformed the UK post recession and even less 
so that this was due to a policy of ameliorating capital cuts. 
 
 
For further information and copies of past reports, please contact/visit: 
 
John McLaren (07910 333194) 
Jo Armstrong (07740 440766) 
Richard Harris (07969 697224) 
 
www.cppr.ac.uk 
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Glossary of (not so) simple terms 
 
Gross Domestic Product (GDP) - basically the size of the economy. Adding 
up the value of everything thats sold in the economy. 
 
 
£1 billion - one thousand times £1 million. An alternative way of considering 
this is that while the population of the Greater Glasgow area is roughly 1 million 
people, 1 billion people equates to the population of India. 
 
This sum is also equivalent, roughly, to what the Scottish Government spends 
on Motorways and Trunk roads in a year, or half of what the UK spends on 
Culture, Media and Sport. 
 
 
The Barnett Formula - the means by which extra spending is calculated for 
Scotland based on increases to English public service budgets. Basically gets 
its population share of any such increase, just short of 10%. So if England gets 
£10 bn extra Scotland would get £1 bn extra. 
 
 
The Scottish Block/Budget - the amount of money that comes to the Scottish 
Government that it is able to distribute amongst devolved services e.g. Health 
education Transport etc. This excludes spend on areas like benefits and 
Defence, which are reserved to the Westminster based UK government. 
 
 
Cash terms vs real terms - cash terms is the actual amount of money 
allocated to a budget. However, to compare the spending power of this budget 
sum over time an adjustment needs to be made for inflation (which can be 
measured a number of different ways, e.g. Retail Price Index (RPI, Consumers 
Price Index (CPI), GDP deflator etc).  
 
A simple example of this would relate to the price of a pint of beer. This might 
have been 30 pence in 1975, £3 in 2010 and reach £15 by 2030. However, in 
real terms they could all equate to the same price, after adjusting for inflation. 
 
Or, the rise in wages over time, where £50 a week bought not too dissimilar 
amount 50 years ago to £500 a week now. 
 
 

FI/S4/11/7/1 
Annex B



 13 

Appendix 1 
 
Total DEL, Level 3: Largest winners by value, £ million, (real prices) 
 11-12 12-13 13-14 14-15 £ 

change 
% 

change 
Student Loans New Lending 208 235 388 433 225 108% 
Cost of student loans 71 86 127 168 97 135% 
 279 321 515 601 278 99% 
Current Funding for HEIs 926 978 989 982 56 6% 
TOTAL to HE sector & students 1,205 1,299 1,504 1,583 334 27% 
       
Rail Franchise in Scotland 300 436 486 491 192 64% 
Forth Crossing 200 275 267 332 132 66% 
       
NHS Pension Scheme 1,806 1,723 1,781 1,839 32 1.8% 
Scottish Teachers Pension Scheme 1,424 1,399 1,425 1,450 26 1.8% 
 3,230 3,122 3,206 3,289 58 1.8% 
       
Glasgow 2014: Commonwealth Games  27 36 92 157 129 476% 
Central Government Spend - ICI ERDF 40 85 81 100 60 149% 
       
Central Government Spend - ICI ESF 25 41 39 48 23 89% 
Enterprise Policy & Delivery 283 314 310 305 22 7.1% 
Energy 35 63 53 56 21 60% 
Scottish Prisons Service - current spend 318 317 325 339 21 6.5% 

 
Total DEL, Level 3: Largest winners by % change, £ million, (real prices) 
 11-12 12-13 13-14 14-15 £ 

change 
% 

change 
Animal Health 1 20 18 17 16 1,195% 
Rail Developments 1 3 3 8 8 940% 
Glasgow 2014: Commonwealth Games 27 36 92 157 129 476% 
Rural Cohesion 1 2 3 4 3 339% 
Self Directed Support 2 5 11 6 4 224% 
Pandemic Flu Preparedness 5 7 9 15 9 176% 
Central Government Spend - ICI ERDF 40 85 81 100 60 149% 
Cost of student loans 71 86 127 168 97 135% 
Student Loans New Lending 208 235 388 433 225 108% 
Community Safety 3 6 6 7 3 101% 
Network Strengthening and Improvement 15 26 28 29 14 91% 
Central Government Spend - ICI ESF 25 41 39 48 23 90% 
Forth Crossing 200 275 267 332 132 66% 
Rail Franchise in Scotland 300 436 486 491 192 64% 
Energy 35 63 53 56 21 60% 
Fisheries Grants 11 10 9 17 6 56% 
Residential Accommodation for Children 4 5 5 5 2 45% 
General Capital Grant 521 549 491 703 182 35% 
PFI Payments 59 73 73 78 19 33% 
Early years & social services 34 42 42 41 7 19% 
Police Central Govt - ICT 62 120 119 71 9 14% 
Tourism 41 48 47 475 6 14% 

FI/S4/11/7/1 
Annex B



 14 

 

FI/S4/11/7/1 
Annex B



 1 

 
 
 
 
 
 
 
 
 
 
Scottish Government’s Draft Budget 2012-13 
 
Briefing No. 2 
 
 
NON-DOMESTIC RATES 
 
 
 
Executive Summary  
 
 

• By 2014-15, Non-Domestic Rates (NDR) will be £493 million higher based on 
the outcome of the Scottish Government (SG) spending review. In total, NDR 
increases (in cash terms) by over 22% between 2011-12 and 2014-15. This will 
result in a cumulative £849 million increase in business rates. 

 
• We show how this £849 million figure is simply the additional revenue that will 

be raised by 2014-15 compared to the situation that would have occurred if the 
SG had not added to the amount of NDR raised in 2011-12. 

 
• We also discuss the composition of NDR, showing that the revenue arising 

from a new tobacco and alcohol levy, as well as from changes to empty 
property relief, are expected to contribute £146 million (cash, cumulative) over 
the period out of the total increase of £849 million (cash, cumulative). 

 
• As to the potential impact on the Scottish economy of the increase in NDR, if a 

cut in corporation tax should boost economic activity, then an increase in NDR 
of £493 million (in cash terms) by 2014-15 (i.e., over 22%) should (all other 
things being equal) reduce business profits by an equivalent amount, and this 
should have a negative impact on Scottish GDP, employment, overall 
investment and Scottish exports. Without formal modelling we do not know the 
size of such effects. Such modelling presumably could and should be done to 
look at the impact of changes in NDR and we would welcome this. 
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Introduction  
 
On 22nd September CPPR published its assessment of the Scottish Government’s 
spending plans for 2012-13 through 2014-15. Table 1 (reproduced below) showed that 
the Non-Domestic Rates (NDR) figure in 2014-15 is £493 million higher. Press 
coverage of our report (following the press briefing we held on the same day) 
concentrated on the cumulative £849 million increase in business rates, a figure that 
was not actually in our report.  
 
Table 1: Scottish Local Government support, £ million (cash) 

 Draft Budget 2012-13 

 2011-12 2012-13 2013-14 2014-15 
Resource DEL  - Sep 2011 8,355 8,319 8,147 7,918 
  - Jan 2011 8,355 8,355 8,355 8,355 
 0 -36 -208 -437 
     
Capital DEL  - Sep 2011 692 563 517 760 
  - Jan 2011 692 692 692 692 
 0 -129 -175 +68 
     
Other Local Government - Sep 2011 322 324 334 352 
   - Jan 2011 322 322 322 322 
 0 +2 +2 +30 
     
Non-Domestic Rates - Sep 2011 2,180 2,272 2,444 2,673 
   - Jan 2011 2,180 2,180 2,180 2,180 

 0 +92 +264 +493 
     

Source: Scottish Government, Spending Plans and Draft Budget 2011-12 
 
 
Although we did not publish a figure of £849 million last week, we will set out (below) 
how this figure is obtained and why it is legitimate. But to begin with, we wish to 
reiterate what we did say in our first Briefing Paper. 
 
This increase in NDR comes about due to high year-on-year cash increases over the 
next three years of 4.2%, 7.6% and 9.4%. These increases are due in part to the new 
higher rating associated with alcohol and tobacco sales, but this only accounts for 
around £40 million of the almost £500 million increase over this period (i.e., less than 
10% of the total rise).  
 
In total, NDR increases by over 22% between 2011-12 and 2014-15.1 In contrast to this 
rapid rise in future NDR income, over the period 2005-06 to 2008-09 it was 
unchanged, and so actually fell in real terms. Thus it is not always the case that 
inflation is built-in to NDR, although we note NDR rose by 12% in real terms between 
2008-09 and 2010-11 (i.e., faster than inflation).  
                                                             
1 If RPI inflation is taken into account, then the total rise in NDR is just over 12% in real terms (i.e. 12% 
higher than the rise in the cost of living). 
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In what sense has NDR risen by £849 million? 
 
We now set out how the figure of £849 million, widely reported in the press, is 
obtained with the aid of Table 2 below.  
 
The estimate for NDR in 2011-12 is £2,180 million. The forecast estimates from last 
week’s Spending Review show that by 2014-15, NDR will be £2,673 million, which is 
of course £493 million higher than the baseline of £2,180 million. But in 2012-13, 
Scottish businesses will be required to contribute an extra £92 million compared to 
2011-12. In 2013-14, they will pay an additional £264 million and, in 2014-15 an extra 
£493 million. In total, over the three years, they will pay an extra £849 million more 
than in 2011-12. 
 
Table 2: Non-Domestic Rates, £ million (cash) 
 2011-12 2012-13 2013-14 2014-15 Cumulative 

Jan 2011 flat cash assumption 2,180 2,180 2,180 2,180  
Sep 2011 forecasts 2,180 2,272 2,444 2,673  
yr-on-yr additions paid by NDR payers 0 92 264 493 849 

Source: Scottish Government, Spending Plans and Draft Budget 2011-12 
 
It might also be possible to speculate that – because of current economic conditions – 
raising the extra NDR is less certain; thus if the Scottish Government goes ahead with 
its full spending plans (which includes raising NDR to £2,673 million by 2014-15) any 
failure to raise all the extra NDR would leave a budget short-fall.  
 
 
Composition of non-domestic rates (NDR) income 
 
By increasing NDR over the period the Scottish Government is anticipating some of 
this revenue arising from a new tobacco and alcohol levy as well as from changes to 
empty property relief. As Table 3 illustrates, combined, these are expected to 
contribute £146 million (cash) over the period out of a total increase of £849 million, 
or 17%. 
 
The remainder arises come from the impacts of either underlying inflation or economic 
growth.  
 

• Table 3, lines 4 and 5 show the contribution to the NDR revenues derived from 
inflation, depending on whether it is measured by the GDP deflator2 or RPI.   

 

                                                             
2 The Scottish Government's draft budget provides a set of real, inflation-adjusted estimates for all 
spending and revenue estimates based on applying the GDP deflator. However, changes to the NDR are 
usually linked to RPI. 
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• Table 3, lines 6 and 9 are what appears to be left to be raised by this tax via the 
benefits of economic growth over the period, i.e., increased revenues from 
businesses occupying more properties than are currently rated to pay business 
rates.3 

 
Table 3: Contributions to non-domestic rates, £ million, (cash) 

  2011-12 2012-13 2013-14 2014-15 

1 Total as per Sep 2011 budget statement  2,180 2,272 2,444 2,673 
2 Tobacco & Alcohol contribution  30 40 40 
3 Empty property contribution   18 18 
  2,180 2,242 2,386 2,615 
      

4 Inflation contribution - GDP Deflator (i)a 0 54 115 177 

5 Inflation contribution - RPI (ii)a 0 74 153 237 

      
6 Implied "economic growth" contribution (i)a 0 8 92 259 

7 Annual increase  -£  8 84 167 

8  - %  0.34% 3.82% 7.35% 

      
9 Implied "economic growth" contribution (ii)a 0 -12 54 199 

10 Annual increase - £  -12 65 145 

11  - %   -0.56% 3.00% 6.49% 

a Excluding tobacco & alcohol and empty property levies. 
Source: Scottish Government, Spending Plans and Draft Budget 2011-12; ONS 
 
 
What is the potential impact of increased NDR on the Scottish economy? 
 
To accurately answer this question we would need to model the direct impact of NDR 
on business investment (and hence jobs and output) of existing companies operating in 
Scotland. In addition, we should also include an estimate of any impact on inward 
investment (e.g., through foreign-owned firms or through increased productive 
capacity of existing firms operating in Scotland but owned elsewhere, such as 
London). Such modelling capacity is in limited supply in Scotland, although there has 
been some recent modelling of corporation tax undertaken for the Scottish Government 
by our colleagues in the Fraser of Allander Institute (FAI) at Strathclyde.4 
 
As reported by the Scottish Government, the FAI estimate of the impact of pre-
announcing a reduction in corporation tax equivalent to a fall from 23 per cent to 20 
per cent (i.e., a 3% points cut) would lead to: 
 

• An increase in the level of Scottish GDP by 1.4 per cent after 20 years; 
• An increase of 1.1 per cent (equivalent to 27,000 jobs) in overall employment 

in Scotland after 20 years; 
• An increase in overall investment in the Scottish economy by 1.9 per cent after 

                                                             
3 Rates are not a tax on profits but on the rateable value of the property. Economic growth feeding 
through to rising corporate profits will not, in itself lead to a rise in non-domestic rates income. 
4 http://www.scotland.gov.uk/Publications/2011/08/corporation-tax-paper. 

FI/S4/11/7/1 
Annex B



 5 

20 years; and 
• A boost to Scottish exports to the rest of the UK by 1.4 per cent and to the rest 

of the world by 1.3 per cent after 20 years. 
 
Thus, similarly, an increase in NDR of £493 million (in cash terms) by 2014-15 (i.e., 
over 22%) should (all other things being equal) reduce business profits by an 
equivalent amount, and this should have a negative impact on Scottish GDP, 
employment, overall investment and Scottish exports.  
 
Without formal modelling we do not know the size of such effects. Such modelling 
presumably could and should be done to look at the impact of changes in NDR and we 
would welcome this. 
 
For further information and copies of past reports, please contact/visit: 
 
Richard Harris (07969 697224) 
Jo Armstrong (07740 440766) 
John McLaren (07910 333194) 
 
www.cppr.ac.uk 
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Finance Committee 
 

7th Meeting, 2011 (Session 4), Wednesday, 26 October 2011 
 

Scrutiny of the Draft Budget 2012-13 and Spending Review 2011: 
Preventative spending 

 

Introduction 
 
1. At its meeting on 28 September the Committee agreed to hold two round 
table sessions to consider how preventative spending featured in the Draft 
Budget 2012-13 and Spending Review 2011. 

2. The first round table session involves representatives from— 

 Child Poverty Action Group in Scotland  

 East Ayrshire Community Planning Partnership 

 Glasgow Community Planning Partnership 

 Highland Council 

 Inverclyde Alliance Community Planning Partnership 

 NHS Education for Scotland 

 Royal College of Nursing Scotland 
 
Background 

3. At its meeting on 22 June the Finance Committee agreed that part of its 
scrutiny of the draft budget and spending review would focus on the extent to 
which the Scottish Government is encouraging a more preventative approach 
to public spending and how this approach is being implemented and shared 
across key agencies such as Community Planning Partnerships, NHS boards, 
local authorities and police forces. This scrutiny builds on the work carried out 
by the Session 3 Finance Committee which published a major report in 2011 
on preventative spending.  

4. On 24 June the Committee issued a general call for evidence and a 
separate questionnaire to community planning partnerships.1 97 submissions 
were received.  

5. While subject committees have been encouraged to scrutinise 
preventative spending aspects of the draft budget within their own portfolio 
areas,2 the Committee has identified the following cross-cutting themes within 
the submissions— 

 National Leadership; 

                                            
1
 http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/30941.aspx 

2
http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/Subjectco

mmitteeguidance.pdf 
 

http://www.scottish.parliament.uk/S4_FinanceCommittee/CPAG_in_Scotland.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/Inquiries/East_Ayrshire_Council.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/Inquiries/Glasgow_CPP.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/Highland_Council.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/Inquiries/Inverclyde_CPP.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/NHS_Education_for_Scotland.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/Inquiries/RCN_Scotland.pdf
http://archive.scottish.parliament.uk/s3/committees/finance/reports-11/fir11-01.htm
http://archive.scottish.parliament.uk/s3/committees/finance/reports-11/fir11-01.htm
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/30941.aspx
http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/Subjectcommitteeguidance.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/Subjectcommitteeguidance.pdf
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 Prioritisation of Resources; 

 Collaborative Working; 

 Financial Challenges; 

 National Performance Framework/Measuring Outcomes.   
 
6. As part of its ongoing budget scrutiny, the Committee has agreed that 
these themes will form the focus of the two round table sessions. The 
summary of evidence, in which these key themes are highlighted, is attached 
at Annexe A.  

7. Members already have hard copies of the submissions provided by the 
witnesses at the round table session. These can also be accessed above at 
paragraph 2 or at— 

www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/42438
.aspx 

Scottish Spending Review 2011 and Draft Budget 2012-13  

8. The Scottish Spending Review 2011 and Draft Budget 2012-13 was 
published by the Scottish Government on 21 September. 

http://www.scotland.gov.uk/Resource/Doc/358356/0121130.pdf 

9. Given that the call for evidence pre-dated the publication of the draft 
budget, witnesses were invited to submit supplementary evidence on how 
preventative spending featured in the draft budget as published and the 
commitments made by the Scottish Government. Two further submissions 
were received and these are attached at Annexe B. 

10. Members may therefore wish to explore with witnesses their views on 
the contents of the draft budget as it relates to preventative spending. 

11. Pages 37-38 of the draft budget document refer to three new funds 
providing a total of more than £500m over the spending review period to 
support ―a decisive shift towards preventative spending.‖3 A briefing by the 
Financial Scrutiny Unit (FSU) comments, however, that ―it is not fully clear 
which budget lines contribute to the £500m, or where funds are new, or a 
continuation of existing programmes.‖4 

12. The three funds referred in the draft budget document are—  

 Change Fund for older people’s services. This fund was resourced by 
£70 million in 2011-12 and will continue in the years 2012-2015, 
totalling £80m/£80m/£70m (within NHS budgets) in addition to funding 
from local authority partners. The FSU briefing indicates that the 
amount to be contributed by local authorities is not specified.  
 

                                            
3
 http://www.scotland.gov.uk/Resource/Doc/358356/0121130.pdf 

4
 http://www.scottish.parliament.uk/parliamentarybusiness/42380.aspx 

 

http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/42438.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/42438.aspx
http://www.scotland.gov.uk/Resource/Doc/358356/0121130.pdf
http://www.scotland.gov.uk/Resource/Doc/358356/0121130.pdf
http://www.scottish.parliament.uk/parliamentarybusiness/42380.aspx
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 Early Years and Early Intervention Change Fund. This fund was 
introduced in 2011-12, with initial funding of £5m. The draft budget 
document states that—  

 
o The Scottish Government will provide £50 million of resource 

over the parliamentary term (from within Sure Start component 
of the Scottish Futures Fund, which totals £250 million over the 
parliamentary term, and £160 million over the Spending Review 
period) in addition to funding provided by NHS Boards and local 
authorities, ―working together to agree their local contributions 
and achieve maximum impact and value for money‖.  
 

o The Health, Wellbeing and Cities Strategy section states that the 
Government will invest £20m/£45m/£50m over the Spending 
Review period in the Early Years and Early Intervention Change 
Fund.  

 
 Reducing Reoffending Change Fund. The draft budget document 

states that this fund, focusing on preventative spend, will be created to 
bolster those interventions known to reduce reoffending. The FSU 
briefing comments that total funding for this programme is unclear. It 
indicates that there is an allocation of £1m per year within the Third 
Sector budget and there is also an allocation within the Community 
Justice Services budget line, although the exact amount is unspecified.  

 

13. In addition to this, the Government is planning ―that the business rates 
paid by large retailers of tobacco and alcohol will be increased by a 
supplement from 1 April 2012‖ with the income raised from this supplement 
contributing to preventative projects being taken forward by local authorities. 
The FSU briefing notes, however, that no further details on how much this 
action will be expected to raise is included in the document. The Scottish 
Government has subsequently stated that it expects the large retailers 
supplement to raise an estimated £30m/ £40m/ £40m across the 3 year 
spending review period (2012-15). 

Conclusion 
 
14. The Committee is invited to consider the above issues in its round table 
session. 

 
Lucy Scharbert 

Assistant Clerk to the Committee 
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Annexe A 
 

Summary of evidence 
 
National Leadership 
 
1. A key theme raised in a number of submissions was the issue of national 
leadership and the role of the Scottish Government and other national bodies 
in ensuring the implementation of the preventative spending agenda and 
collaborative working at a local level.  
 
2. For example, the Scottish Council for Voluntary Organisations (SCVO) 
emphasised that a factor in making the shift to preventative spend was 
―political will and leadership to drive the agenda forwards and overcome 
opposition from vested interests.‖ Likewise, SAMH indicated that the role of 
the Scottish Government in taking toward joint working in preventative 
spending was ―critical‖ not only in providing ongoing financial support but also 
in its role of providing ―national leadership, direction and guidance‖. 
 
1. Grampian Police had a clear view on the role of central government— 
 

―It is imperative that the Scottish Government provides clear and 
unambiguous leadership (and appropriate governance) to community 
planning boards, alongside the necessary guidance. Too often it has 
been a ―light touch‖ fashion, but absolute clarity by all those involved 
must be present first before meaningful preventative budget work can 
be undertaken secure in the knowledge that it can withstand external 
scrutiny.‖ 

 
2. Within this theme were a number of sub-themes, each of which is 
considered below. 
 
Leading by example 
3. A key sub-theme was the need for the Scottish Government to lead by 
example. There was a suggestion that while the preventative spending 
agenda required collaborative working by local agencies this approach was 
not always reflected at a national level.  
 
4. For example, West Lothian Council suggested that there ―still seems to 
be a silo approach to prevention at a national level.‖ The Council indicated 
that it would: ―welcome more dialogue between organisations such as COSLA 
and ACPOS and SOLACE and the Scottish Government around expectations 
and outcomes.‖  
 
5. A similar point was made by Perth & Kinross CPP, which indicated 
that: ―National policy is perceived to be developed in ‗competing‘ departmental 
silos, often ‗micro managing‘ the delivery of some outcomes, which can result 
in local priority conflicts.‖ 
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6. For its part, East Ayrshire CPP suggested that, although policy is 
becoming more integrated at Scottish Government level, there were still 
examples of activity where outcomes required a collaborative approach, but 
the policy was not jointly owned or agreed. It pointed to the example of the 
NHS Quality Strategy for Scotland. 
 
7. Glasgow Community Planning Partnership suggested that, in some 
policy areas, such as early intervention and prevention, partners may want to 
explore pooling resources more formally and this would require support from 
the Scottish Government to pool agency or national departmental resources, 
allocate them to the city on a themed basis, such as children and families, 
with agreed outcomes to be delivered.  
 
8. Similarly, Inverclyde Alliance CPP pointed out that elements of budgets 
provided to some CPP partners from the Scottish Government were for the 
delivery of specific activities and were therefore tied to a set of programme 
rules. To enable the pooling of budgets at a local level there would need to be 
change in policy. 
 
9. Midlothian Council also felt that there should be a more explicit 
requirement placed on national government agencies (e.g. SNH, SEPA, 
Scottish Water) to engage in shared planning at the spatial level of community 
planning partnerships to enable further development of preventive spending 
approaches. 
 
10. In a slightly different approach, NHS Education for Scotland saw a role 
for the Scottish Government in developing national interventions that could be 
implemented locally. It pointed to the Family Nurse Partnership of such an 
approach being highly successful. 
 
Promoting preventative spending  
11. A number of organisations pointed to the role that the Scottish 
Government had to play in promoting the preventative spending agenda and 
encouraging collaborative working.  
 
12. For example, ASH Scotland emphasised that ―the Government can 
play a valuable role in encouraging relevant partners to work in a more 
effective joint manner.‖ In a similar vein, Highland Council agreed that the 
Scottish Government has a key role in promoting and encouraging 
collaboration, and in sharing examples of good practice taking place.  
 
13. Likewise, Orkney Islands Council advised that: ―the Government‘s 
summaries/analyses of SOA reports are always useful and enable a spotlight 
to be shone on particular areas of policy‖ and suggested that: ―A future focus 
on collaboration in preventative spending would be one way to help share 
good practice in this area.‖ 
 
14. Grampian Police emphasised that: ―Incentives for those who embrace 
this thinking should be made and the sharing of good practice robustly 
encouraged across the country.‖ Children in Scotland agreed that the 
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Government had a role in considering how it creates incentives for 
organisations that are performing well. It pointed out that ―at the moment, 
there are no adverse consequences for public bodies that fail to deliver an 
adequate level of positive change and no real incentives to meet or exceed 
stated targets.‖  
 
15. Highland Council emphasised that ―financial support and incentives 
were key to many of the preventative spending areas identified, given the 
many years it can take for the positive outcome and financial benefits of 
preventative spending to be realised.‖ 
 
Providing analytical support and disseminating evidence 
16. Several organisations saw a key role for the Scottish Government in 
providing analytical support and disseminating research evidence. 
Renfrewshire CPP suggested that partnerships require analytical support from 
the Scottish Government in order to base preventative spend activity on 
robust evidence and accurate estimates of the benefit of the activity.  
 
17. The Royal Society of Edinburgh recommended that the Scottish 
Government should make ―available all existing evidence on preventative 
interventions‖ and should place on agencies ―an obligation to gather and 
share evidence on new and on-going initiatives from the outset‖. 

 
18. Children in Scotland emphasised— 

 
―Leadership in ensuring that such knowledge is well known, understood 
and incorporated into strategy, service planning and resource 
allocation would be a critical role for the Scottish Government.‖ 

 
Prioritisation of resources 
 
1. The majority of those responding to the call for evidence were wholly 
supportive of the preventative spending agenda. However, a number of 
respondents emphasised that, given the current economic restrictions, difficult 
decisions regarding disinvestment would need to be made if the preventative 
spending agenda was to be taken forward. As South Ayrshire CPP pointed 
out— 
 

―One of the main barriers in the current financial climate where 
resources are diminishing is deciding where disinvestment should 
occur, i.e. what current services are no longer required, in order to 
achieve the resource shift towards preventative services and 
approaches.‖ 
 

2.  Respondents called on the Scottish Government to give a clear 
indication of the areas and targets that should be prioritised. For example, 
NHS Education for Scotland emphasised that—  
 

―The Scottish Government is ideally placed to be able to provide 
leadership and to support a national process of decision making 
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around investment to increase activity and just as importantly, 
disinvestment decisions. There have been calls throughout the country 
(including from practitioners themselves) for stronger guidance from 
the Scottish Government on how to deliver greater preventative 
activity, and guidance in which specific prevention and early 
intervention programmes local authority should invest.‖ 
 

3. Likewise, the Royal College of Nursing considered that the Scottish 
Government must take the lead in supporting public bodies to prioritise 
preventative spending— 
 

―National prioritisation of ever-more limited public funds, when public 
expectations and demands of services are running high, is never going 
to be an easy or comfortable activity for any chief executive, politician 
or, indeed trade union. However, if the political will is for increased 
preventative investment in the current climate, the Scottish 
Government and the Scottish Parliament will need to be as clear in 
their support for disinvesting from those areas no longer prioritised, as 
they are in their support for investing in prevention.‖ 
 

4. Children in Scotland agreed with this approach stating that ―the Scottish 
Government should lead in the elimination of wasteful and ineffective services 
as well as on the adoption of best practice. This would also free up resources 
for increased preventive spending.‖ 
 
5. South Lanarkshire CPP pointed to the likely focus of public spending 
should no direction be provided— 
 

―A third issue is around statutory duties and regulations which can put 
up barriers to collaborative working and a preventative approach. The 
Scottish Government has acknowledged that it is understandable that 
the public sector may increasingly focus on scarce resources on 
meeting their statutory obligations.‖ 
 

Prioritisation should be evidence-based process 
6. A number of respondents emphasised that the process of prioritisation 
should be evidence-based and should involve a review of how previous 
budgets had been spent and what benefits had been delivered. 
 
7. For example, the Royal Society of Edinburgh emphasised that— 
 

―Moves to embed preventative spending in budgets should be a factor 
in a comprehensive review of how we can do things better. Policies 
designed in an era of steadily increasing expenditure must be 
reconsidered, with a clear understanding of how the additional budget 
available between 2005 and 2010 has been spent and precisely what 
benefits have accrued. This review should include the identification of 
policies that already deliver preventative activity, and those that run 
counter to the whole notion of preventative intervention.‖ 
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8. It confirmed that the Scottish Government ―must ensure that all existing 
evidence on particular interventions is mined and understood, and that it is 
easily available to those who make service-related decisions, particularly local 
authorities. It must also prioritise the gathering of further evidence, with all 
initiatives designed and funded in such a way that the delivery agency can 
monitor their impact from the outset.‖ 
 
9. Save the Children recommended that the Scottish Government publish 
and widely publicise an accredited list of evidence-based family and parenting 
programmes to support delivery agencies to invest in programmes that have a 
proven track record. It went on to recommend that the Government should 
encourage investment in programmes from this list and therefore 
disinvestment in existing partnerships that do not deliver a preventative 
agenda.  
 
Short- and medium-term savings 
10. A number of organisations suggested that, given the restrictions of the 
budget process, programmes that delivered short or medium term benefits 
should be prioritised. For example, SCVO emphasised that ―it would be 
prudent to decide on key priority areas where significant savings could be 
realised relatively quickly, which have a range of existing projects already in 
operation and where prevention delivers easily measurable outcomes.‖ 
 
11. While West Lothian Council reaffirmed that it would ―welcome more 
emphasis and focus from the Scottish Government on how to prioritise 
prevention within the medium term budget process.‖ 
 
12. Midlothian CPP indicated that it would operate most effectively if it was 
able to focus on a small number of priorities.  
 
13. For its part, Aberdeen City CPP sought a model of funding which bridged 
the gap between upstream investment and longer term cost reduction. 
 
Need for public debate 
14. It was suggested that, if difficult budgetary decisions were to be made in 
order to take forward the preventative spending agenda, there was a need for 
public debate and awareness raising. 
 
15. For example, Dundee Partnership called for a broad public debate on 
the purpose of public services and their role in delivering long term 
sustainable changes in the lives of people in Scotland, pointing out that— 
 

―Achieving positive outcomes while public funding is constrained may 
mean reducing well established and valued services to individuals and 
communities if new (and risk-taking) approaches to prevention are to 
be pursued.‖ 
 

16. Renfrewshire CPP agreed that the Scottish Government had a key role 
in communication with service users and the general public regarding the 
short and long term impact of moving to a preventative spending model. 



FI/S4/11/7/2 
 

 9  

 

Collaborative working 
 
Possible ‘barriers’ to effective collaboration 
17. There are many references in the written submissions, particularly from 
the community planning partnerships, to individual projects in local areas 
which demonstrate effective collaboration between key partners in local areas 
across Scotland. However, there was perhaps less evidence of collaboration 
at a more strategic and higher level as it relates to the large sums of money 
and the pooling of budgets e.g. between local authorities and NHS boards.  
 
An issue highlighted in the submissions was the complexity and range of key 
partners involved and whether this could hinder good collaboration. A point 
was made by both Glasgow and Inverclyde CPPs relating to the challenges 
arising from CPPs working across several local authority and NHS board 
areas which does not lend itself to coherent collaboration. Indeed, Parenting 
Across Scotland saw the lack of co-terminousity as an ‗obstacle‘ which 
impedes good partnership working.  
 
18. Highland Partnership however appears to have aligned budgets across 
the council and NHS board area and broken down ‗silos‘.  Grampian Police, 
Inverclyde CPP and West Lothian Council also highlight the continuing ‗silo‘ 
approach to funding and a lack of ‗systems‘ to expedite pooling. It also 
suggests, in its written submission, that— 
 

‗we need more integrated management structures and more integrated 
joint outcomes. If we get that part right then there is a sense that the 
budget will follow. The Scottish Government may want to consider how 
it would scrutinise that joint spend on outcomes. If we achieve clarity 
and agreement of outcomes we want to achieve locally and understand 
how collaboratively we want to work together to achieve this then we 
can have confidence that funding will achieve the outcomes we have 
prioritised.‘ 
 

19. On this issue, SAMH states in its written submission— 
 

‗In relation to preventative spending, it may be more valuable for 
different bodies and sectors to demonstrate how they are working 
together towards shared long term goals. A potential danger is that any 
outcomes may become too narrowly focused, compartmentalised or 
designated as the sole responsibility of a particular body or 
department. For example, mental health cuts across almost every 
policy area but is often seen as preserve of the NHS, which can come 
to be reflected in targets and outcomes.‘ 
 

20. Outer Hebrides CPP asks whether ‗protectionism‘ of budgets is more 
prevalent in the current tight spending period.  
 
21. A point made by both East Ayrshire Council and South Ayrshire CPPs 
was that targets and budgets for local authorities and NHS boards were set 
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independently leading to separate governance arrangements. This approach 
was inconsistent with good community planning arrangements. 
 
1. East Renfrewshire CPP stated that— 
 

‗there can be conflicting priorities across partners as some are 
focussed on the Westminster agenda, others on the Scottish 
Government priorities and some are centred on local priorities.‘ 
 

2. Glasgow CPP also made reference to the impact of UK policy decisions 
which have a bearing on the ability of partners to act.  
 
Sharing good practice 
3. The issue of disseminating good practice/experiences information across 
Scotland was raised, for example by Inverclyde Alliance CPP. Views were 
expressed on the need for the Scottish Government to ‗lead on elimination of 
wasteful and ineffective services as well as adoption of best practice‘ 
(Children in Scotland). NHS Education in Scotland felt that stronger guidance 
was needed on how to deliver a preventative strategy and national 
interventions locally while the Royal College of Nursing believes that the 
Scottish Government must give a clear direction to local public bodies on how 
to deliver step change to preventative spend.  
 
4. The WAVE Trust felt that there needed to be national leadership to 
inspire local agencies to work preventively. The written submissions indicate 
that CPPs and others are looking to the Scottish Government for ‗leadership‘ 
on taking a preventative spend approach forward. The Aberlour Childcare 
Trust highlights a ‗reluctance‘ to fully embrace collaborative approach 
particularly in the current climate and that the Scottish Government needs to 
lead on this.  
 
5. The SCVO highlights real difficulties in rolling out successful projects 
from a local authority across 32 local authorities, 14 NHS boards and 40 
CPPs. Consumer Focus suggested that Scotland Performs might be 
developed to address this issue of sharing good practice.  
 
6. Highland Council states in its submission— 
 

‗Scottish Government has a key role in promoting and encouraging 
collaboration, and in sharing examples of good practice taking place.  
As highlighted at Q3 and General Comments, financial support and 
incentives are however key to many of the preventative spending areas 
identified, given the many years it can take for the positive outcome 
and financial benefits of preventative spending to be realised. However 
it should be noted that even with good collaboration, there is a gap in 
governance for accountability of partnership performance.  Each CPP 
partner is accountable to its own board or in the case of local 
authorities to its Council. Outcomes can rarely be achieved by one 
organisation so accountability for partnership performance is important.  
Although the current SOA approach has improved the direction for 
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CPPs performance accountability is still lacking. A review of the 
arrangements for CPP accountability should be undertaken by the 
Government which could include potentially strengthening the 
facilitation role of local authorities.‘  

 
Role of the voluntary sector 
7. Several submissions highlight the input of the third sector. Inverclyde 
Alliance CPP wondered what encouragement is given to involve the voluntary 
sector in delivering services and how negative impressions of this sector 
which exist might be removed. There were references, for example by Outer 
Hebrides CPP, to the third sector being keen to be more involved in the 
collaborative delivery of public services but that short-term budget planning 
may be a barrier to this. NESTA made the point that the conditions need to 
exist in which investment in new approaches to preventative spending can 
happen. This would involve exploring ways to commission more effectively 
from the third sector.  
 
8. The SCVO has highlighted the need for a ‗shift in power‘ with third sector 
operating on ‗parity of esteem‘ and involved in commissioning services from 
the outset and at the highest level. It also highlights ‗resistance‘ and the 
barriers in place to this from those ‗who stand to lose out from doing things 
differently‘.  A further point made by it is that: ―there is an incomplete picture of 
all the services being provided by third sector which could be central to shift to 
preventative services‖.  
 
Financial challenges 
 
Paying to move to a more preventative approach 
9.  Several submissions highlight the issue of properly funding and 
supporting a shift towards a more preventative spend approach across key 
partners particularly given the current fiscal environment. West 
Dunbartonshire CPP for example considers a comprehensive shift to be 
‗currently unaffordable‘ and that ‗significant‘ new money is required which is a 
view shared by others in written evidence. 
 
10. For example, Angus CPP wondered whether any ‗bridging‘ funding 
would be made available to accommodate a big shift to preventative spend. 
Support for an extension of the Change Fund to facilitate a transition to 
preventative action in relation to services for children and young people was 
highlighted in the submissions from Angus CPP, Children in Scotland, 
Ownership Options, SCVO and West Lothian Council. 
 
11. More generally, North Ayrshire CPP stated that there should be a review 
of current funding arrangements while Highland Council supports a review to 
improve the accountability of CPPs performance. West Lothian Council stated 
that a ‗fundamental review of budget allocation measures across the whole 
public sector‘ is needed. 
 
12. The written submissions are clear in the challenges which will need to be 
addressed in moving to a more preventative approach. Aberdeenshire, Fife, 
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Inverclyde, Orkney and South Lanarkshire CPPs all make the point about the 
challenge/difficulty in moving to a preventative spending approach and 
diverting resources from demand led commitments, particularly when these 
are statutorily required. South Ayrshire CPP asks ‗what services would no 
longer be required‘ if moving to a preventative spend approach. 
 
13. The submission from the Auditor General for Scotland states that— 
 

the constraints on public spending that are likely to be with us for several 
years will make it all the more difficult to move resources into services and 
activities that could contribute to preventative spend.  Finding ways of doing 
this, in my opinion, is one of the major challenges facing the Scottish 
Parliament and the Scottish Government. 
 

14. East Lothian CPP considers there is a ‗massive risk‘ in shifting resources 
in this way. Other evidence, for example from Inverclyde Alliance and North 
Ayrshire CPPs, recognises the short term positive impacts which can be 
achieved but there is perhaps a ‗worry‘ about the time involved in achieving 
positive medium and long term impacts.  
 
Governance 
15.  The issue of governance in respect of budgets is a point which features 
in several submissions. For example, Angus CPP ‗believes that there is a 
need to look more broadly at the resources available through all our public 
sector organisations‘ while East Dunbartonshire CPP has called for a 
‗mapping‘ exercise to track the money from national, regional and local 
sectors and to assess what comes out at the end. 
 
16. Glasgow CPP makes the point about the ‗sovereignty‘ of decision taking 
around budgets. Governance was also highlighted in relation to one of the key 
issues which has emerged from the written evidence: the scope, capacity, 
ability etc to pool budgets across key partners. For example, North Ayrshire 
CPP makes the point about the difficulties around the complexity and 
duplication of pooled budgets in relation to governance and accounting for the 
money. 
 
17. A further challenge highlighted is whether there is a political desire and 
commitment to proceed to a more preventative spend approach. SCVO, Fife 
CPP and the WAVE Trust refer to a ‗limiting factor‘ being a lack of political will 
and local leadership. Further to this are the ‗cultural challenges‘ within key 
partners which is touched on by, for example, Glasgow, Inverclyde Alliance 
and Outer Hebrides CPPs and West Lothian Council in their submissions.  
 
Pooling budgets and funding arrangements 
18. A key point made relates to whether the existing funding arrangement 
and forward budget planning properly support the shift to a 
preventative/outcomes approach and whether it is possible/simple to pool 
budgets when there is a desire to do so by key partners. Several submissions 
highlight that longer term budget planning is required (five years suggested by 
Angus and Glasgow CPPs and West Lothian Council) and that a proper long 
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term commitment to preventative spending is not supported by a one-year 
budget settlement. Glasgow, Inverclyde Alliance, Midlothian and Renfrewshire 
CPPs and West Lothian Council all touch on this issue. West Lothian Council 
states in its written submission that: ―Continuing to set short-term budgets is 
the biggest constraint we have towards progressing in terms of preventative 
spending.‖  
 
19. The general challenge/barriers to budget pooling/sharing across CPP 
partners are clearly highlighted in the evidence. For example, Outer Hebrides 
CPP draws attention to funding which is allocated through different channels; 
the different budget timetables which key partners work to; that budgets are 
set in different ways; and the different procurement processes involved.  
 
20. The Royal Society of Edinburgh in its submission states that CPPs: 
―allow budget holders to sit around the table but to date there has been very 
little actual pooling of budgets.‖ 
 
Ring-fencing 
21.  The continued ring-fencing of funding, particularly in the health budget, 
is raised in written submissions (e.g. Inverclyde Alliance and Angus CPPs) 
and the impact of this in encouraging an effective shift to preventative spend. 
The removal of ring-fencing supported by CPPs such as Perth & Kinross 
although the WAVE Trust states that specific ring-fenced funding specifically 
for preventative work would be ‗a boon‘ 
 
22. Outer Hebrides CPP states that some budgets from the Scottish 
Government are tied to delivery of specific services and that this policy would 
need to change to enable an effective pooling of budgets. 
 
23. On a related note to the availability of funding SCVO does ask what 
scope there is for other funding sources to assist in shift to preventative spend 
e.g. social finance.   
 
National Performance Framework/Measuring Outcomes 
 
24. The Committee asked respondents to consider the SG‘s outcomes 
based approach and asked what additional indicators should be included in 
the National Performance Framework and Single Outcome Agreements as a 
means of supporting the shift towards preventative spending. A number of 
core issues emerged in response to this question.  
 
Driving the Decision-Making Process  
25. Some of the submissions questioned the extent to which the NPF drives 
the decision-making process within the Scottish Government. For example, 
the RSE state that: ―it is not clear how these very high level aims will be able 
to drive decision making and assist with difficult choices at a time of spending 
reduction‖ and ask ―Are we confident that detailed performance indicators are 
feeding through to action for improvement?‖ NHSGGC recommend that 
outcomes indicators relating to child poverty and vulnerable children need ―to 
have much higher prominence and pressure to ensure that they drive change 
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across all agencies.‖ There are also issues as to the extent to which annual 
budgetary decisions are framed within a longer–term prevention strategy.  
The Wave Trust recommends the development of an ―overall long-term 
prevention strategy for Scotland with the goal to transform the quality of early 
childhood and, in particular, the period from onset of pregnancy to age 2.‖  
West Lothian Council suggest that it may be more productive to have 
prevention as an overarching theme within the NPF and SOAs rather than 
develop new indicators.   
 
Measuring Outcomes rather than Inputs and Process 
26. A number of submissions also emphasise the need to focus on 
measuring outcomes rather than inputs and process.   Angus CPP state that: 
―It will be important for the Scottish Government to review its focus on purely 
input targets that they wish to achieve through local government and through 
the wider public sector that are resource intensive.‖  The Inverclyde Alliance 
CPP recommends a ―holistic approach to performance measures at a national 
level‖ and ―moving away from an inputs approach to an outcomes approach.‖   
Barnardo‘s Scotland state that while they welcome Scotland Performs ―there 
is still a huge lack of robust outcomes measurements at a service level.‖  
 
27. The Dundee Partnership recommends ―improved national indicators 
which measure the impact of prevention.‖  West Lothian Council argue for a 
―fundamental and permanent move away from input measures set at a 
national level‖ and suggest that all public spending should be planned ―in 
terms of the outcomes that are being sought and evaluated in terms of the 
outcomes that are being delivered.‖  Both East Dunbartonshire Council and 
Perth and Kinross CPP suggest that the statutory duties of Best Value and 
Community Planning should be extended to all public service providers. 
 
A Joined-Up Approach      
28. There is also some concern in relation to a lack of consistency in the 
indicators which are agreed by various public bodies.  Glasgow CPP state 
that: ―more coherent performance arrangements across partners would also 
be beneficial.  Some existing performance indicators are contradictory and 
incoherent.‖  In particular, there is a need for a joined up approach between 
the NPF, NHS Heat targets and Local Authority SOAs. For example, East 
Ayrshire CPP state that: ―Targets and budgets are set independently for the 
NHS and the Local Authority and this is reflected in very separate and 
different governance arrangements.  Such an approach is not consistent with 
enhanced Community Planning arrangements.‖ North Ayrshire CPP 
recommend: ―A longer term approach to health improvement with outcomes 
and indicators which reflect this approach and that all partners are 
accountable to deliver.‖   
 
29. In their response to a Scottish Government consultation on NHS HEAT 
targets the RCN stated: ―We understand that the National Performance 
Framework is also under review.  As this is an accountability system intended 
to apply to the whole of the Scottish public sector, commenting on HEAT 
proposals outwith this wider context seems to us to be an artificial and 
unhelpful split in practice. They recommend that the Scottish Government 
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introduce an integrated performance management system. Likewise Perth 
and Kinross CPP recommend that: ―A common framework for accountability 
would reduce conflicting performance management and scrutiny expectations 
across the public sector.‖    
 
Early Years Indicators 
30. A number of submissions suggest that there is a need for a greater 
emphasis on the Early Years within outcome indicators across public bodies.  
Alan Sinclair suggests that only 4 out of 45 indicators ―at a stretch could be 
construed as being about early years and parenting‖ and that ―Early Years 
ought to be taken seriously.‖  He recommends that: ―Reflecting Early Years in 
the main measures for government, local authorities and the health boards 
and GP spend would make a big start.‖ Likewise Children in Scotland point 
out that there is ―little in the way of useful nationally aggregated data on the 
health and well-being of pre-school children.‖  They also note that of the 33 
datasets proposed to underpin the Early Years Framework only 3 ―both refer 
specifically to pre-school children and are currently collected nationally‖ and 
only one of these, low birth weight, is a child well-being measure.   
     
31. A number of additional indicators are also proposed. NHSGGC suggest 
developmental measures (including language) as identified at the 30 month 
assessment and readiness for school as assessed at school entry.  Similarly, 
Healthcare Improvement Scotland suggest the need for an indicator on school 
readiness as well as an indicator which demonstrates how safe and secure 
children feel while the Royal College of Speech and Language Therapists 
recommend the need for an indicator on language development. 
 
32. More generally there are also a number of submissions which 
recommend the need to prioritise the eradication of poverty and child poverty 
in particular and that the NPF should reflect this priority.  The Child Poverty 
Action Group in Scotland (CPAG) state that: ―explicit child poverty indicators 
should be included in the national performance framework and in all SOAs‖ 
while Save the Children argue for the inclusion of a specific indicator within 
the NPF relating to child poverty and that delivering the child poverty strategy 
should be a key priority within the forthcoming spending review.  
 
Other Indicators 
33. A number of other additional indicators have also been suggested by 
respondents.  These include ASH who argue for the inclusion of a national 
indicator to reduce the prevalence of smoking in the most deprived groups.  
Scottish Women‘s Aid point out that there are ―currently no national outcomes 
or indicators that relate to violence against women.‖ Age Scotland emphasise 
the need for a ―specific and defined national target relating to older people 
and their housing.‖         
 
Emphasis on Well-being 
34. The Committee received a joint submission from Friends of the Earth, 
Oxfam and WWF recommending removing the reference to ―increasing 
sustainable economic growth‖ from the SG‘s Purpose within the National 
Performance Framework.  They suggest that the Purpose Targets are revised 
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to focus on factors which influence our collective wellbeing and that much 
more emphasis is placed on inequality and environmental factors within the 
NPF.  This a view also supported by the Poverty Alliance which argues that: 
―addressing poverty and inequality should be at the heart of our 
understanding of the need for a greater emphasis on preventative spending‖ 
and Barnardo‘s Scotland which argues that: ―we would like to see the NPF 
move towards a greater focus on promoting wellbeing and tackling inequality.‖ 
 
 

September 2011 
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Annexe B 

Supplementary submissions from witnesses 

Supplementary submission from East Ayrshire Council 
 
1.1 East Ayrshire Community Planning Partnership‘s (CPP) submission on 

preventative spending was sent to the Scottish Parliament‘s Finance 
Committee in advance of the publication of the Scottish Government 
Spending Review 2011 and Draft Budget 2012-13.  We welcome the 
opportunity to submit additional views on how we think preventative 
spending features in the Spending Review and Draft Budget and the 
commitments made by the Scottish Government.   

 
1.2 We note the Scottish Government‘s formal response to the Christie 

Commission report setting out ‗a decisive shift towards prevention‘ as 
one of four pillars in their approach to reform.  This is reflected in the 
Scottish Government‘s spending review and signals a welcome move 
towards preventative spending at a national level to tackle the root 
causes of disadvantage and inequality.  Further, we welcome the 
identification of change funds over the spending review period in respect 
of older people‘s services, early years and early intervention and 
reducing reoffending.   

 
1.3 Change Fund monies in respect of health and social care have provided 

essential support to take forward closer working and the identification of 
innovative work within the East Ayrshire CPP, as detailed within our 
earlier submission to the Committee.  In particular, the investment made 
as a result of this Change Fund will enable shifts in core budgets and 
allow funds to be released for further Change Fund initiatives which 
Ayrshire partnerships decide to support on a recurring basis.   

 
1.4 The additional funding streams identified within the Spending Review are 

to be welcomed as they will be useful in allowing further joint work to be 
developed and progressed.  However, it is important to recognise that 
the funds identified of £500 million over three years, represent less than 
1% of the total Scottish Government budget over the spending review 
period.  As such, this still fails to address the conflict that exists between 
increasing the focus on preventative spend/early intervention, while 
trying to maintain existing service levels.   

 
1.5 The outcomes from preventative spend can be significant, as can the 

financial benefits.  The Spending Review document states that the 
funding identified will help deliver outcomes at reduced cost over the 
period of the Spending Review and the Parliamentary term as a whole.  
Further, the Spending review notes that the funds of £500 million bring 
together new and existing expenditure, and it is important to recognise 
the financial contribution required from local government.  Councils will 
be expected to contribute £175 million towards the continuation of the 
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older peoples change fund and the new early years fund on already 
stretched financial resources.     

 
1.6 We also note the Scottish Government‘s intention to identify further 

monies for preventative projects through a supplement to the business 
rates paid by large retailers of tobacco and alcohol.  Following the 
spending review it was indicated that this is expected to raise £110m 
over three years to address the health and social problems associated 
with alcohol and tobacco use.   

 
1.7 Tackling alcohol and drugs is a strategic priority for East Ayrshire CPP. 

As advised in our earlier submission, the Partnership recognises the 
need to support those currently experiencing problems in relation to 
alcohol and drugs misuse and has a strong commitment to the adoption 
of a preventative focus around this agenda. 

 
1.8 The review also goes on to state that the funds will ―…help drive the 

further integration of services and the sharing of vital resources.  
Corresponding budgets can therefore be reduced in future years, 
enabling us to manage costs across the Spending Review period as a 
whole.‖   

 
1.9 This fails to recognise the point that was made in our earlier submission; 

that the focus on preventative spend is to some extent a ‗leap of faith‘.  
We will be unable to demonstrate progress in achieving outcomes in 
relation to our deep rooted social and health problems in the short to 
medium term.   
 

1.10 Within East Ayrshire CPP we have recognised that significant additional 
resources or changes to current delivery models are required to free up 
resources.  This is the approach we will have to take to identify the 
efficiencies that joint working can deliver.   

 
1.11 Many of the benefits, both in terms of positive outcomes and financial 

savings may only be evident in the long term.  As such long term 
planning, monitoring and performance will be important in assessing the 
success of preventative approaches and in ensuring that budgets are not 
reduced too early, particularly as we already face reducing resources.       

 
Supplementary submission from the Royal College of Nursing Scotland 
(Extract from RCN Scotland‘s submission to the Health Committee) 

Preventative spend 
 
With straitened budgets, obligations to deliver efficiencies, rising inflation, fast 
increasing health costs, growing demand, and high public and political 
expectations, boards are being expected to re-prioritise local funding to 
improve long-term outcomes whilst continuing to treat those patients who 
have not benefited from a prioritisation of preventative spend. ―Failure 
demand‖, as the Christie Commission called it, will not be reversed overnight. 
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As such, the key question is: in the current financial climate, and given 
Scotland‘s current health needs, where is the money for a step change in 
preventative spend coming from, if healthcare is to be delivered safely and 
equitably across the whole population? 
 
We welcome the Scottish Government‘s recognition of the need to raise 
additional revenue to front-load the system and support a longer-term shift in 
resource.  However, we also note that the anticipated £110m over three years 
to be raised from the proposed Public Health Levy is significantly short of the 
£500m committed to shifting resources to early interventions through the three 
Change Funds. We assume that the ongoing commitment to the older 
people‘s change fund, at least, has continued to be rolled into the core 
revenue funding to territorial boards and as such is not ‗new‘ money. 
 
If Change Funds can be found to front-load new preventative activity without 
harming healthcare provision for those in need now, then the RCN is 
supportive of the Scottish Government‘s attempts to lever this significant shift 
in resource.  Clearly the approach is new and all concerned are still learning 
how best to take things forward, but we would highlight to the Committee two 
particular statements from the Scottish Government‘s overview of first year 
proposals: 
 

The area that is generally weakest across the Plans is with respect to 
how the Change Fund will enable shifts in core budgets over the next 5 
years. In most cases it is not clear to what extent partnerships have 
associated planned activities with tangible targeted reductions in 
institutional care, and associated budgets (hospital and long-term 
residential care) in favour of community based services.  

 
Despite the ambitions laid out in the plans, the aggregate savings 
identified will not meet either the £70m time-limited investment 
represented by the Fund, nor the estimated shortfall in resources of 
£1.1bn by 2016, calculated against current models of service provision. 
Even with considerable service redesign, overall costs are likely to rise 
significantly as the older population grows.5  

 
In individual non-recurring budget lines in the health portfolio, we assume the 
increases in health improvement and health inequalities and in healthy start 
budgets will support the early funding of more preventative measures.  
However, other areas such as tobacco control and mental wellbeing – areas 
in which there is much preventative work needed to ensure good population 
health and reduced public sector cost – are flatlined in cash terms (and 
therefore will reduce in real terms) over the course of this spending period.  
Without far greater detail on how the Government intends these budgets to be 
used in practice, it is not possible to be clear how these reductions square 
with the focus on prevention.  
 

                                            
5
 The Scottish Government, Reshaping Care for Older People Change Plans – National Overview 

Report, March 2011 
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The RCN welcomes the Government‘s commitment to the Family Nurse 
Partnership approach as a means to support young, first time mothers as an 
intensive, targeted addition to Scotland‘s universal health visiting services. 
However, it is not clear at this time where the funding for the Family Nurse 
Partnership expansion sits in the spending review plans. We would welcome 
clarification on this point. 
 
The eHealth budget for this spending review period will see no cash terms 
increases and a real terms decrease. The requirement to invest in effective 
eHealth is widely seen as essential to promote good self-care and therefore 
support the prevention of unnecessary acute episodes of care.  We urge the 
Committee to consider the findings of the Audit Scotland report on telehealth 
(published on 13 October 2011) and review the spending review plans in light 
of its recommendations. 
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