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4th Meeting, 2011 (Session 4) 
 

Wednesday 21 September 2011 
 
The Committee will meet at 11.00 am in Committee Room 5. 
 
1. Scotland's public finances: addressing the challenges: The Committee will 

take evidence on the Audit Scotland report, Scotland's public finances: 
addressing the challenges, from— 

 
Robert Black, Auditor General for Scotland; 
 
Barbara Hurst, Director of Performance Audit, Graeme Greenhill, Portfolio 
Manager, and Michael Oliphant, Project Manager, Audit Scotland. 
 

2. Decision on taking business in private: The Committee will decide whether 
consideration of its work programme should be taken in private at its next 
meeting. 

 
 

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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Finance Committee 
 

4th Meeting, 2011 (Session 4), Wednesday, 21 September 2011 
 

Scotland’s public finances: addressing the challenges 
Evidence session with the Auditor General for Scotland 

 
Introduction 

1. In August 2011 Audit Scotland published Scotland’s public finances: 
addressing the challenges.1 The purpose of the report is to provide an 
overview of how public bodies are beginning to respond to the challenge of 
reduced expenditure while ensuring long-term sustainable public services. 
The report, which is attached at Annexe A, provides a snapshot of progress 
as at January to April 2011.  

2. The Committee has agreed to take evidence on the report’s findings and 
proposals from Robert Black, Auditor General for Scotland. The Auditor 
General will be accompanied by Barbara Hurst, Director of Performance 
Audit, Graeme Greenhill, Portfolio Manager and Michael Oliphant, Project 
Manager from Audit Scotland. 

Background 

3. Members will note that the report is organised into three parts: 

Part 1 – The current financial climate 
4. Part 1 of the report considers the current financial environment and 
reviews the main changes to the Scottish Government’s 2011/12 budget 
compared to 2010/11. The key messages are— 

 The budget reductions affect revenue and capital expenditure 
differently with the capital budget taking the largest cut in 
percentage terms; 

 All parts of the public sector have less to spend in 2011-12 than 
in 2010-11, although the level of budget reduction varies 
significantly among spending areas; 

 Public bodies are finding it difficult to plan beyond 2011-12, as 
they do not have a clear view of their budgets beyond 2011-12. 
It is expected that the Scottish Government’s 2011 spending 
review should establish a framework for future spending plans. 

Part 2 – Cost of pressures in the public sector 
5. Part 2 of the report reviews the main cost pressures facing the public 
sector. The key messages are— 

                                            
1 Audit Scotland, Scotland’s public finances; addressing the challenges, 2011 
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 Demand for public services is increasing and this is likely to 
continue in the future; 

 Public bodies face a number of significant costs pressures which 
will make it difficult for them to reduce costs while maintaining 
service standards. 

Part 3 – Addressing the challenges 
6. Part 3 of the report focuses on how the public sector is planning to 
reduce their costs and make savings and is based on information obtained 
from a sample of 47 public sector bodies covering local authorities, health and 
central government. The key messages are— 

 Public bodies will need to make substantial in-year savings if 
balanced budgets are to be achieved in 2011-12; 

 The need to reduce costs provides public bodies with an 
opportunity to reform and streamline public service delivery. 
However, in doing so, bodies must focus on long-term financial 
sustainability; 

 Pay restraint and reducing workforce levels are the most 
common approaches being taken by public bodies to reduce 
costs over the next few years; 

 Public bodies are considering how they can work better together 
as a way to reduce costs.  

Draft budget and spending review scrutiny 

7. The report as a whole is clearly of relevance to the Committee’s 
forthcoming scrutiny of the Scottish Government’s draft budget for 2012-13 
and spending review and its broader work programme. However, given the 
Committee’s current focus on preventative spending and collaborative 
working, Members may wish to explore the following themes: 

Joint working 
8. The report notes that while public bodies surveyed indicated that 
budgetary pressures mean that more joint working is being considered as a 
means to reduce costs, the time taken to plan and implement joint working 
arrangements can be extensive. The report found that only a third of bodies 
surveyed have so far agreed how to make progress, or have actions in place, 
to introduce more joint working.2 

9. Part 3 of the report provides a number of existing examples of 
collaborative working while highlighting the ways in which public bodies might 
collaborate, including working together, sharing resources and involving third 
parties, such as the voluntary sector. It further considers the extent to which 

                                            
2 Audit Scotland, Scotland’s public finances; addressing the challenges, 2011, para. 85 
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there is evidence of improved service delivery and reduced costs as a result 
of joint working. 

Changes to the demographic profile 
10. The report notes that there will be a significant change in the 
demographic profile of Scotland’s population over the next 25 years which will 
increase demand for public services in many areas. As a result of 
demographic changes, the ratio of older people to those of working age is 
expected to increase from the current 31 older people per 100 workers to 40 
older people per 100 workers in 2033. The report points to the consequences 
of these changes, which include fewer people to deliver public services and 
care for others and few people paying national insurance and tax.3 

Long-term sustainability 
11. The report notes that public bodies face a period of declining budgets 
covering several years. It emphasises, nevertheless, that in meeting this 
challenge savings decision must also focus on achieving long-term financial 
sustainability while taking account of the organisation’s aims and objectives 
and the outcomes to be delivered.4 

Governance and information 
12. The report stresses that strong leadership and governance are vital to 
deliver the financial savings required. The report highlights that this requires 
the provision of timely, relevant and understandable information on the costs 
of services and what outputs and outcomes are delivered.5  

Conclusion 

13. The Committee is invited to consider the report and the above themes in 
its evidence session with the Auditor General for Scotland. 

 

Jim Johnston 
Clerk to the Committee 

                                            
3 Audit Scotland, Scotland’s public finances; addressing the challenges, 2011, paras. 31-32 
4 Audit Scotland, Scotland’s public finances; addressing the challenges, 2011, para. 65 
5 Audit Scotland, Scotland’s public finances; addressing the challenges, 2011, para. 106-109 
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