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I am writing regarding the Local Government and Regeneration Committee Report on the
Draft Budget 2015-16. I very much welcome the Committee's recommendations along with
its key messages and I note some of these are for other organisations to respond. I await to
see their responses with interest.

In the meantime, I now enclose the Scottish Government's written response which focuses
on the report's key messages.
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AnnexA
KEY MESSAGES
The following are the key messages from the Committee's budget scrutiny process-

2015-16 Local authority allocations circular

Local government funding formula

We believe the recently announced cross-party commission on local government funding
provides an opportunity for the Scottish Government and local authorities to discuss
wider issues than the council tax, such as the basis on which funds are distributed to
councils. We encourage COSLA to consider the distribution formula as part of the wider
consideration of local government funding. [Paragraph 30]

We appreciate that some local authorities may not benefit from an outcomes-driven basis
for the delivery of funding through the distribution formula, as the levels of deprivation
they face means it is harder for them to show short term results in meeting National
Performance Framework indicators and targets over councils with less deprivation in
their demographic profile. Nonetheless, we encourage COSLA to look at using the data in
the National Performance Framework as a means of distributing funding to councils.
[Paragraph 31]

[Paragraphs 30 & 31]

The Scottish Government and COS LA keep the needs-based local government finance
distribution formula under constant review. We are, however, always open to suggestions on
how the formula could be improved. Any request from local government to review the formula
would, in the first instance, have to come from cOSLA on behalf of councils. The Scottish
Government's preference will always be to have a fair and equitable settlement for all councils
that is based on local needs and gives the maximum opportunity to deliver strong local
services for local people. We will continue to work closely with cOSLA to ensure that is
achieved.

Service redesign and community planning

We acknowledge the efforts being made by local authorities to make the benefits of
community planning a reality by unlocking the resources and abilities of all CPP partners
to better meet the needs of the public. However, we are concerned by the difficulties
highlighted by local authority witnesses in terms of the participation of other CPP
partners. Over a decade after the introduction of community planning, it is clear the close
working relationship between councils and CPP partners still has a long way to go in
terms of truly joined-up long-term planning which is aligned to the needs of preventative
spending. [Paragraph 47]
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[Paragraph 47]

The Scottish Government recognises that community planning has historically been a council
led process. We are heartened by findings in the latest Accounts Commission and Auditor
General for Scotland national report: Community Planning; Turning Ambition into Action, that
there is widening evidence of shared leadership and active involvement by other partners but
this needs to be consistent across all CPPs. The Community Empowerment (Scotland) Bill
includes provisions which will reinforce expectations of shared leadership on defined public
bodies by placing a statutory duty on them to support community planning, including
resourcing it. The Bill also places duties on defined bodies, including NHS boards and
enterprise bodies, in terms of CPP governance.

It is clear from the evidence we have received, both from this scrutiny exercise and from
our wider inquiry work, that people are focussed on services being provided to them, not
on which part of the public sector is providing or funding those services. So the attitude
all public sector partners must adopt is that money should follow people, rather than the
other way round. [Paragraph 49]

[Paragraph 49]

The Scottish Government agrees that the success of Community Planning to improve
outcomes and reduce inequalities amongst communities will depend heavily on how public
services and communities work together to shape services around the needs of people.

The pace of transformation of service delivery across the public services in Scotland is
concerning and, in our view, needs to increase rapidly in order to deliver the kind of
changes which are required in coming years. [Paragraph 52]

[Paragraph 52]

The Scottish Government agrees that CPPs should take their planning and resourcing
decisions on a continuing basis so that one regularly informs the other. As the Agreement on
Joint Working on Community Planning and Resourcing (September 20131

) makes clear,
CPPs need to deploy and align resources to support their agreed local outcome priorities. In
this context, "resources" includes staff, buildings, equipment, etc., as well as budgets.

It is worth highlighting that, in their oral evidence to the Public Audit Committee, Caroline
Gardner, Auditor General for Scotland and Douglas Sinclair, Chair of the Accounts
Commission, said the challenge for CPPs is not to argue about mainstream budgets but to
focus on areas where partners' interest overlap and on which they can make a difference to
progress their priorities and address inequality. Where CPPs have a clearly defined set of
priorities, this can make it easier for partners to align resources and influence each other's
resourcing decisions.

In this context we note the ongoing work between the Scottish Government and COSLA
on issues such as fixed policy commitments like the pupil-teacher ratio in term of local
government funding, and the desire of local authorities to have flexibility around
achieving educational attainment outcomes. [Paragraph 54]
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[Paragraph 54]

We recognise the role for national leadership to support CPPs in their efforts.. The
Community Empowerment Bill provides clarity about the purpose of community planning and
how partners are expected to contribute. The National Community Planning Group has
recently agreed to update its Statement of Ambition to clarify expectations for CPPs on how it
targets its energies. It has also agreed to consider how it can improve its understanding of
progress CPPs are making, which in turn should inform efforts to target improvement support
and challenge more closely to where they are most needed.

Capital grants and central government revenue

We note evidence received in term of the fiduciary duty applying to trustees of local
government pension funds. There are clearly opportunities to deliver much-needed
capital investment in areas such as transport and housing, if impediments can be
addressed. We encourage the Scottish Government and local government pension fund
managers to look closely at this aspect with a view to unlocking this funding for
investment in secure local capital projects. We expect the Scottish Government to take all
possible steps to facilitate such investment. [Paragraph 65]

We will look to take evidence from local government pension funds, in terms of their
operation and ability to invest, as part of our 2015 mainstreamed budget work
programme. [Paragraph 66]

[Paragraphs 65 & 66]

The Scottish Government notes that while pension fund trustees are under a fiduciary duty to
act prudently that should not be a barrier to them investing in infrastructure projects. The
Scottish Government works closely with the Scottish Futures Trust to identify ways in which
infrastructure investment can be financed. This includes consideration of what opportunities
may exist for pension funds to be invested in revenue funded investment.

Integration of health and social care services

In examining the long-term service demand pressures facing local government, it is clear
the delivery of joint adult health and social care services is one of the most pressing
areas which needs to be addressed. There is a special onus falling upon the NHS in this
regard and how it works with local government as a CPP partner. We are mindful,
however, of the HEAT targets which the NHS must deliver on. The Scottish Government
should work closely with local government and the NHS, within community planning to
ensure all actions are in place to meet these joint pressures [Paragraph 73]

[Paragraph 73]

The Public Bodies (Joint Working) (Scotland) Act 2014 puts in place the framework for
integrating health and social care in Scotland. The new health and social care
partnerships created under the Act will focus on improving outcomes, particularly for
people with multiple complex needs; via strategic commissioning that will co-ordinate care
in communities, hospitals and care homes. National outcomes for health and wellbeing
have been established in legislation, progress against which the new integrated
partnerships will report upon annually. Work is on-going to set out indicators to underpin
the outcomes, and these will include appropriate existing targets and standards from
across health and social care. The new partnerships will be required in legislation to
participate in community planning, along with other public sector organisations.
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Collection of NOR!

We are keenly aware of the cash flow pressures which many businesses face on a daily
basis, especially in the small and medium size business sector. Any changes to the
timescales for NORI collection should not place businesses in an unstable cash flow
position. However, we are mindful of the evidence from local authorities on this issue. We
feel there is merit in the Scottish Government, COSLA and local authorities revisiting this
issue as part of the wider debate on local government financing. [Paragraph 79]

[Paragraph 79]

The Scottish Government recognises both the argument for streamlining recovery of
arrears and also the cash flow pressures that many ratepayers must manage, and will
therefore work with local government and others to pursue reasonable improvements to
the current arrangements ahead of the 2017 rates revaluation.
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