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EL/01/12/1

Enterprise and Lifelong Learning Committee

Meeting 24 April 2001

Budget 2002-2003

Introduction

Members may recall that under the arrangements for the operation of the Parliament,
subject committees have an opportunity each year to examine the budget for the
parallel Department of the Executive.

The Executive’s budget for 2002-03 was published on 30 March 2001, and the
relevant sections are attached.  The Committee now has an opportunity to examine
it.

Also attached for members’ information are three documents produced by SPICe:
one on the Enterprise and Lifelong Learning budget, and two more general ones.
The first of these covers the budget process in general, the second is a glossary of
all the terms used in the process.

Process

The SPICe note “The Annual Budget Process” provides a quick general reference to
the budget process.  For the Enterprise and Lifelong Learning Committee, the
timetable for Stage One is :-

24 April, 2:30pm The Chamber
First consideration of The Scottish Budget.  The Committee will have the opportunity
to question officials from the Department of Enterprise and Lifelong Learning.

Any queries not satisfactorily addressed by officials at this meeting may be taken up
in writing by the Clerks.

8 May, 2:30pm Committee Room One
The Committee will have the opportunity to question the Deputy Minister, Alasdair
Morrison MSP.

Any queries not answered by the conclusion of this meeting may be taken up in
writing by the Clerks.  A draft report to the Finance Committee will be drawn up in the
light of evidence taken at the meetings of 24 April and 8 May.

30 May, 10am Committee Room 2
The Committee will discuss and agree the final format of its report to the Finance
Committee..  The Committee’s report will be incorporated into the Finance
Committee’s report to Parliament in June.
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Resource Accounting and Budgeting

As of 2001-02 the Scottish Executive is following the UK Government in
implementing Resource Accounting and Budgeting (RAB) as the format for recording
and reporting its finances.  In years prior to 2001-02, budgeting was done on a cash
basis.  A major difference between RAB and cash-flow  accounting is that RAB takes
account of payments and receipts during the time period in which they are used (or
the benefit felt), rather than at the time of payment.  This approach more accurately
tracks and can more accurately predict the resources (not just cash) that a
department consumes.

So, RAB will for instance take account of non-cash costs such as depreciation of
capital assets and opportunity cost of capital.  For example, in this way, the
depreciation charge of owning a building (which will eventually require to be
refurbished or replaced) will appear in the expenditure reports (and budget forecasts)
as a notional cost.  RAB is much closer to the way commercial corporations plan and
report their income and expenditure.

As a result in this change in the system of recording and reporting expenditure, it is
very difficult to make any meaningful comparison between figures (reports or
forecasts) produced prior to 2001-02 and figures from 2001-02 onwards.

A full guide to Resource Accounting and Budgeting can be found at:-

http://www.hm-treasury.gov.uk/pdf/2001/rab30_03.pdf

Issues Raised by Committee Last Year

These fall into two broad categories – Issues of Presentation and Issues of Policy.

Presentation Issues

• The Committee recommended that figures should be provided by the Executive
at the outset in both cash terms and in real terms.

This recommendation has not been followed. The SPICe Research Note “Enterprise
and Lifelong Learning Budget 2002-03” shows key figures in both cash and real
terms.  The Committee may wish to request the Executive to provide other figures in
both cash and real terms.

• The Committee recommended that figures be provided to a greater level of detail
(Level 4).  In addition the Committee suggested that the figures be provided in an
electronic format to enable the reader to “drill down” on an area of interest to
obtain more detail.

The level of detail appears to be the same as last year.  The level of detail appears
to be standardised across the whole of The Scottish Budget.   The Committee may
wish to request figures in writing to a greater level of detail.
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• The Committee recommended that any significant budgetary change should be
fully explained.

This appears to have been done.  For example, the Student Awards Agency budget
has been altered by £56M to reflect a bad debt provision release.  Whilst this is given
as the reason however, the Committee may wish to have more information on the
underlying reason why there is such a release of provision.

• The Committee asked to see evidence of the Executive’s consultation with
organisations and parties affected by the Budget.

The Committee may wish to request copy documents relating to specific areas of
interest.

• The Committee asked for information provided to be as up to date as possible.

• The Committee requested that the budgets for SHEFC and SFEFC be presented
in a “Cost per Student Place” format.

The information has not been provided in a ‘cost per student place’ format.  Using
the figures in the document, the tables below show average costs. It should be noted
that they are not comparable, because student activity (the basis used by both
Councils for calculating funding allocations for teaching) is measured differently in
further education colleges and in higher education institutions.  Thus the SHEFC
figures show full-time equivalent student numbers, so that where four students are
each doing a quarter of a course, this is counted as one FTE; whilst the SFEFC
figures show enrolments, and one person may be enrolled more than once in a year,
depending on the course eg a six-week evening class in IT and also a two-month
day-release course in plumbing.  The Executive has been asked to investigate the
possibility of providing comparable figures before the meeting.  Members might also
wish to bear in mind that the SHEFC total of £606M includes funding for research as
well as learning and teaching.

SHEFC
2000-01 2001-02 2002-03 2003-04
Plans Plans Plans Plans

Higher Education
Institutions £606.2M £656.4M £672.9M £694.4M
SHEFC Costs £3.2M £3.2M £3.2M £3.2M
Total £609.4M £659.6M £676.1M £697.6M
Est. Number of Full-Time
Equivalent (FTE) Students

119,700 120,700 121,100 121,500

Ave. Cost per FTE £5,091 £5,465 £5,583 £5,742
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SFEFC
2000-01 2001-02 2002-03 2003-04
Plans Plans Plans Plans

Further Education
Institutions £354.9M £412.9M £424.7M £436.8M
SFEFC Costs £3.2M £3.2M £3.2M £3.2M
Total £358.1M £416.1M £427.9M £440.0M
Est. Number of
Enrolments

440,000 461,000 464,000 467,000

Ave. Cost per Enrolment £814 £903 £922 £942

Policy Issues

• The Committee queried whether the funding mechanism for Area Tourist Boards
should continue to route the budget through local authorities and whether more
robust ring-fencing of this budget may be required.

The Committee may wish to review the Executive’s funding mechanism for ATBs.

• The Committee requested detailed information form the Executive relative to the
failure of the Hyundai / Motorola inward investment.

The Executive responded to the Committee in writing on this issue.  The Committee
may wish to follow up its scrutiny of the Department’s inward investment activity.
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Research Note for the
Enterprise and Lifelong
Learning Committee

18th April 2001

ENTERPRISE AND LIFELONG LEARNING BUDGET

2002-03

SIMON  WAKEFIELD

This note provides a brief analysis of the enterprise and lifelong learning elements
of the Scottish Executive’s Annual Expenditure Report (AER), 2001.  The
publication of the AER is the first stage of the annual budget process, in which the
Executive is consulting on the 2002-03 budget.  Previous SPICe notes have
provided information on the budget process, provided a guide to public finance
terminology, and provided an analysis of the Enterprise and Lifelong Learning
Department spending plans in October 2000.

Table 1 below sets the Enterprise and Lifelong Learning Department Budget in
context.  This indicates the changes in the overall share of the Executive budget
for each “level 1” budget heading from 2000-01 (the first year figures are produced
in the AER) to 2003-04 (the latest year for which figures are available).  The
figures indicate that Health and Local Government account for nearly two thirds of
the total budget.  The Enterprise and Lifelong Learning Department accounts for
just under 11% of the total budget in 2000-01, a figure which falls to 10.24% by
2003-04.
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It should be noted that the Enterprise and Lifelong Learning Department rise to
11.12% in 2001-02 is thought to be an accounting “blip”.  The AER Detailed
Report (table 4.2, p73) states that in relation to the Student Awards Agency for
Scotland (SAAS)

“Budget Documents for 2001-02 include a resource provision of £56.8 million for bad debts.
It is now considered that this increase is not required and will be corrected in a budget
revision in 2001-02”

In the light of the above and following discussion with the Executive, it is
considered that a budget figure for SAAS for 2001-02 which better reflects reality
is one which reflects this correction.  Therefore with the exception of Table 1
below, all subsequent tables and charts in this note assume a reduced
budget figure for SAAS for 2001-02 of £430.4 million (reduced by £56.8 million
from £487.2 million in cash terms).  The original AER figure is retained in Figure 1
below for the sake of consistency across all budget portfolio heads.   A number of
other budget changes for 2001-02 are planned within the Enterprise and Lifelong
Learning Department and are not reflected in the published AER figures.  Other
than the SAAS amendment indicated above all tables and charts in this note are
based on the published AER figures, though anticipated changes are flagged up
where appropriate.

The EU structural funds are anticipated to account for around 0.6% of the budget
in 2003-04.  Transport spending’s share is on a broadly upward trend over the
four years and accounts for over 5% of total spend by 2003-04.

Table 1;  Programme Share of Total Budget
2000-01 2001-02 2002-03 2003-04 2000-01 to 

2003-04
Central Government support for Local Authorities 33.54 32.91 33.00 33.32 -0.22
Children and Central Government Education 1.56 1.44 1.60 1.61 0.05
Community Care 0.01 0.03 0.04 0.04 0.03
Crown Office 0.28 0.28 0.29 0.27 -0.01
Enterprise and Lifelong Learning 10.94 11.12 10.47 10.24 -0.70
Environment 3.01 2.58 2.57 2.58 -0.42
EU Structural Funds 0.73 0.87 0.94 0.63 -0.11
Food Standards agency 0.02 0.03 0.02 0.02 0.00
Forestry 0.43 0.41 0.40 0.38 -0.05
Health 30.59 30.81 31.21 31.55 0.96
Justice 3.34 3.36 3.34 3.28 -0.06
Modernising Government Fund 0.07 0.07 0.08 0.07 0.00
Rural Affairs 3.27 3.15 3.00 2.84 -0.42
Scottish Executive Administration 1.11 1.07 1.02 0.98 -0.13
Scottish Executive Associated Departments 0.13 0.15 0.11 0.09 -0.03
Scottish Public Pensions Agency 1.65 1.41 1.33 1.49 -0.16
Social Justice 3.71 3.62 3.65 3.87 0.16
Sport and Culture 0.71 0.74 0.72 0.70 0.00
Transport 4.35 4.97 4.92 5.11 0.77
Scottish Parliament & Audit Scotland 0.56 0.50 0.53 0.37 -0.19
DEL RESERVE 0.00 0.09 0.25 0.24 0.24
AME RESERVE 0.00 0.29 0.30 0.31 0.31
total (from AER document) 100.00 99.88 99.79 100.00 0.00

(Source Table 0.1, AER, Detailed Report, Scottish Executive)
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Overall Health is set to see the largest increases in spending share over the
2000-01 to 2003-04 period, whilst the Enterprise and Lifelong Learning
Department share is set to decline over this period.

Figure 1; Enterprise and Lifelong Learning Department Budget 
2002-03 spending plans
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Figure 1 above outlines the major components of spend within the Enterprise and
Lifelong Learning Department Budget.  As can be seen four organisations account
for nearly 90% of the approximately £2 billion budget – the Scottish Funding
Councils for Further and Higher Education, the Student Awards Agency for
Scotland and Scottish Enterprise.

Table 2 below indicates the year on year real terms changes to components of the
Enterprise and Lifelong Learning Department Budget.  Overall this indicates a rise
of 6% between last year (2000-01) and this year (2001-02), followed by no change
in real terms between this year’s and next year’s budget, and a slight rise again in
2003-04.  This table reflects a more ”realistic” (reduced) figure for SAAS than that
contained in the AER, as explained above.
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Table 2;  Real Terms Changes in "Level 2" Budget Headings within  
the Enterprise and Lifelong Learning Department Budget 

2001-02 % change 2002-03 % change 2003-04 % change % change 

plans 00-01 to 
01-02

plans 01-02 to 
02-03

plans 02-03 to 
03-04

00-01 to 03-
04

7% 0% 1% 9%

6% 0% 1% 6%

13% 0% 1% 14%

26% 7% -3% 30%

-2% -3% 0% -4%

-2% 0% 3% 2%

26% -13% 5% 16%

4% 0% -3% 1%

28% 13% 8% 56%

6% 0% 1% 7%

56

Total 1,935 2,057 2,058 2,073

Other 36 46 52
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Figure 3;  Enterprise and Lifelong Learning Department Budget 
percentage changes  00-01 to 03-04
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Figure 3 above illustrates the real terms percentage changes in budget headings
over the four years identified in the Annual Expenditure Report.  It should be
pointed out that the greatest percentage increases are amongst the some of the
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smaller budget headings, such as Careers Guidance and the Scottish Tourist
Board.

Members may wish to note the following points;

• Additional funding for tourism promotion to deal with the impact of the foot
and mouth crisis is not included within the AER budget figures.

• Some areas of the budget are particularly demand led, such as Departmental
Investment Assistance and that of SAAS, and therefore inherently difficult to
predict.

• Some internal Departmental budget changes have been made but are not
reflected in the tables in the AER document;
- The SFEFC budget for 2001-02 should be increased by £0.7 million to

£416.8 million to include funding for the Scottish Further Education Unit
(transfer from “Other”)

- The Careers Guidance Budget for 2001-02 should be reduced by £0.3
million to £30.4 million (transferred to “Other” for Local Learning
Partnerships)

- The Scottish Enterprise budget for 2001-02 should be reduced by £10
million to £385 million.  This is due to £1.6 million notional transfers to HIE
on “shared expenditure” items.  £8.4 million is transferred to “other”
incorporating £5 million to learndirect scotland, £3 million previously
allocated to “Right to time off for study”, and £0.4 million relating to
Individual Learning Accounts.

- Highlands and Islands Enterprise budget for 2001-02 conversely increases
by £1.6 million to incorporate the shared expenditure items from Scottish
Enterprise.  Transfer of funding to reflect the transfer of Moray Badenoch
and Strathspey Enterprise from SE to HIE is however not included n these
figures.

- The “other” budget should rise by £8.7 million to reflect the transfers
identified above

• “Other” spending is set to see a significant percentage increase over the four
years.  Further detail on this is given in real terms below in Figure 4.  It should
be pointed out that learndirect Scotland (Scottish University for Industry) was
funded through Scottish Enterprise in 2000-01 (total budget of £11.9 million).
The “miscellaneous” categories includes a wide range of different budget
headings, examples including Local Learning Partnerships, the Trade Union
Learning Fund, and public understanding of science.
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Figure 4; The "Other" Categories of spend within the ELLD Budget 
2000-01 to 2003-04
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If you have any comments or questions about this Research Note, please contact Simon Wakefield
on extension 85372 or simon.wakefield@scottish.parliament.uk .

Research Notes are compiled for the benefit of Members of Parliament and their personal staff.
Authors are available to discuss the contents of these papers with Members and their staff but
cannot advise members of the general public.
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Subject Map DEVOLVED AREA SERIES 00/07 (REVISED)
4 April 2001

THE ANNUAL BUDGET PROCESS
MURRAY EARLE AND MURRAY MCVICAR

This subject map summarises the main stages of the Scottish Executive’s annual
Budget Process and plots them relative to stages of the UK Budget Process.

The Scottish budget process and the Parliament’s involvement with it were
determined on the basis of the recommendations of the Financial Issues Advisory
Group (FIAG).  FIAG was set up in February 1998 to recommend the rules and
procedures for the handling of financial issues by the Scottish Parliament.  The
stated objective of FIAG, in line with the general direction of the Consultative
Steering Group, was that the budget process of the Scottish Parliament should be
‘open, accessible and accountable to the people of Scotland’.  The Public Finance
and Accountability (Scotland) Act 2000 enshrined these elements in legislation.
The expectation was that subject committees would have an active role in making
recommendations on spending priorities, and that the views of the Scottish
electorate would be channelled through the subject committees.  Parliament has
the opportunity to comment on the Executive’s spending plans at several points
during the year prior to the annual budget being agreed.  Therefore, Parliament’s
input to the budget for 2002/3 will be made during 2001/02.

This note provides a quick reference for the three main stages of the process and
the expected input from the Parliament and the subject committees.  The table
overleaf describes the annual process (with indicative dates) and provides some
textual descriptions of the process.  The first column describes events that are not
part of the three-stage process but which, nonetheless, impact on it.
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Other
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Stage 1 (March -June 2001)
This year’s expenditure report, The Scottish
Budget comprises a detailed breakdown of
the Executive's spending plans and
priorities.  Each chapter covers the
expenditure of particular portfolios.  The
relevant subject committees will be
responsible for commenting on the
relationship between expenditure plans and
policy priorities in the spending area (this
may also involve consultation with outside
bodies and interested individuals).
Each Committee will decide on the most
appropriate way to approach the process.
These responses will be co-ordinated by the
Finance Committee, which will report to the
Parliament.  The Report will be debated by
the Parliament before summer Recess.  In
the light of the Parliament’s input (and
comment from other interested bodies), the
Executive will prepare firmer plans.

Stage 2 (September – December 2001)
This year’s firmer spending plans will be
published in Autumn 2001.  Again, each
subject committee may report to the Finance
Committee on relevant parts of the package,
to identify whether the Parliament’s Stage 1
recommendations have been acted upon by
the Executive.
At this stage the Finance Committee has the
option of putting forward an alternative
budget with the proviso that this must keep
within the over-all spending limit set by the
Executive’s draft budget.  In any event, the
Finance Committee will produce a Report by
December 2001 which will then be debated
by the Parliament before Christmas Recess.

Stage 3 (January – February 2002)

The formal Parliamentary process of
enacting the Budget Bill.  The Budget
(Scotland) Bill is expected to be introduced in
January 2002.  Only a member of the
Executive may move amendments.
Parliament has a vote to accept or reject it.  If
accepted, it will authorise expenditure for
financial year 2002/03.

March/April: Publication of Annual
Expenditure Report

Finance Committee oversees
consultation process with subject

committees

April/May: Subject committees
examine relevant chapter.  Each
reports to Finance Committee

June: Finance Committee Reports
to Parliament.  Parliament debates

this Report

Mid-September: Executive publishes
draft Budget and Spending Plans

Subject committees examine and
report to Finance Committee

Finance Committee considers the
draft budget and may propose

alternative

December.: Finance Committee
Report; Mid Dec.: Parliament

debates Report

January: Executive produces
proposals (having considered

Parliament's recommendations)

Parliament debates Budget Bill

Executive amendments and
Parliamentary vote
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If you have any comments or questions about this Subject Map, please contact Murray Earle on
extension 85364 or murray.earle@scottish.parliament.uk  or Murray McVicar on extension 85377 or
murray.mcvicar@scottish.parliament.uk .

Subject Maps are compiled for the benefit of Members of the Parliament and their personal staff.
Authors are available to discuss the contents of these papers with Members and their staff but
cannot advise members of the general public.
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Subject Map Devolved Area Series 01/02
 2 April 2001

PUBLIC FINANCE:

A GLOSSARY OF TERMS
MURRAY EARLE AND MURRAY MCVICAR

This note describes the main terminology and acronyms used to describe public
finance in Scotland.1  It is divided into sections covering general terms, local
government expenditure and European funding.  It also includes a list of
abbreviations.

GENERAL TERMS

Annual Budget process
Devised by the Financial Issues Advisory Group (FIAG2) established by the
Consultative Steering Group (CSG) to recommend rules and procedures for
handling financial issues by the Scottish Parliament.  Unlike the process at
Westminster, the Scottish budget process is in three stages.

Stage One
Begins with publication in March/April of the Executive’s Annual Expenditure
Report (AER).  Each chapter covers the expenditure of a particular
department or ministerial portfolio.  Subject committees are responsible for
commenting on the relationship between expenditure plans and policy

1 Text in italics is cross-referenced
2 http://www.scotland.gov.uk/government/devolution/fiag-00.asp



providing research and information services to the Scottish Parliament2

priorities in the relevant spending area (this may also involve consultation with
outside bodies and interested individuals).  Responses are co-ordinated by
the Finance Committee, which reports to the Parliament.  In the light of the
Parliament’s input (and comment from other interested bodies), the Executive
will prepare firmer spending plans for Stage Two.

Stage Two
Publication in September of the Executive’s Spending Plans and draft budget.
Subject committees report to the Finance Committee on relevant parts of the
package, to identify whether the Parliament’s Stage One recommendations
have been acted upon by the Executive.  The Finance Committee has the
option of putting forward an alternative budget with the proviso that this must
keep within the overall spending limit set by the Executive’s draft budget.  In
any event, the Finance Committee will produce a Report which will be
debated by the Parliament prior to the Christmas Recess.

Stage Three
Introduction, in January, of the Budget (Scotland) Bill.  If passed by the
Parliament this will authorise expenditure for the following financial year.  Only
Executive amendments are accepted at this stage.

Annual Expenditure Report (AER)
A document containing the Scottish Executive’s spending plans for a four year
period.  Also includes policy objectives, aims and targets.  Publication of this
report marks the start of Stage One of the annual budget process.

Annually Managed Expenditure (AME)
Spending included in Total Managed Expenditure (TME) that does not fall within
Departmental Expenditure Limits (DELs).  Expenditure in AME is generally less
predictable and controllable than expenditure in DEL and therefore needs to be
‘annually managed’ rather than determined on a longer term basis.  The main
AME items in the Scottish budget are Common Agricultural Policy (CAP)
spending, housing support grant and NHS and teacher’s pensions, plus local
authority self-financed expenditure and non-domestic rates.  It accounts for less
than 10 per cent of TME

Assigned Budget in DEL
That part of the Departmental Expenditure Limit where the devolved
administration has full discretion to determine where to allocate expenditure.

Barnett Formula
A population-based formula that allocates a share of changes in planned
expenditure on comparable services by Departments of the United Kingdom
Government to the devolved administrations in Scotland, Wales and Northern
Ireland.  Under the present calculations, for any increases or decreases in
spending in England, Scotland will receive 10.34 per cent of the increase of
decrease.  Once allocated, the Scottish Parliament has the freedom to spend the
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additional money on any part of the Scottish budget.3  The Barnett Formula does
not determine the total allocation of the Scottish Assigned Budget, but only
changes in expenditure (see also ‘block and formula’).  The Barnett Formula is not
and never has been a ‘needs-based formula’ and does not allocate expenditure
on the basis of relative need between the territories of the UK.  It simply allocates
changes on the basis of population share.

Base Year
Year immediately prior to first year of spending review period.

‘Block and Formula’
Mechanism by which the Scottish Assigned Budget is determined by Westminster.
There are two main components to this: (a) inherited expenditure base (including
new functions since devolution), and (b) incremental expenditure changes
(determined by the Barnett Formula).

Bonds
Device used to fund some public expenditure. ‘Bonds' refers to gilts, which are UK
Government bonds.  They are considered to be risk free insofar as they are
underwritten by the Government.  Bonds are essentially tradable securities, which
means they have a market value, so pricing depends on the perceived risk
associated with them.

Budget Documents
Accompanying explanatory documentation for the Budget Bill each January and
for Spring and Autumn budget revisions.  For the Budget Bill of 2001-02 there
were 14 Scottish Departmental Budget Documents, reflecting the departmental
structure of the Scottish Executive and the existence of Audit Scotland and the
Food Standards Agency.  These were published in one volume.4

Budget (Scotland) Act
The budget as passed by the Scottish Parliament following Stage Three of the
process.  It authorises spending for the following financial year.

Capital Expenditure
Capital expenditure on physical assets, e.g expenditure on new construction, land,
extensions and alterations to existing buildings and the purchase of fixed assets
such as plant and machinery.  Includes central government capital expenditure
and central government support for local authorities’ capital expenditure

Cash Limits
Limits on the amount of money the Government proposes to spend or authorise
on certain services or blocks of services in one year.

3 For more information, see SPICE Research Note RN 00/31, The Barnett Formula and HM
Treasury (2000) Funding the Scottish Parliament, National Assembly for Wales and Northern Ireland
Assembly: A State of Funding Policy.

4 Scottish Executive (2001) Scotland’s Budget Documents 2001-02
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Comparability
Used in the application of the Barnett Formula.  It is he proportion by which
expenditure on services delivered by Departments of the United Kingdom
Government corresponds to expenditure within the assigned budgets of the
devolved administrations.  For example, Scotland has almost 100% comparability
with Health expenditure but 0% per cent comparability with Social Security
spending (because the Department of Social Security provides benefits for the
entire UK and there is no expenditure incurred by the Scottish budget).5

Comprehensive Spending Review (CSR)
Review of all Departmental objectives, policies and spending that sets out
spending plans for the three years following its publication.  CSR replaced the
previous system of annual Public Expenditure Surveys (PES).  It is conducted by
HM Treasury for all UK spending departments.  The first was conducted in 1998,
while the second was announced in July 2000.

Current Expenditure
Includes most direct expenditure on public sector pay and providing services, e.g.
health or education reflecting continuing programmes financed each year.  It does
not include the purchase of tangible, physical assets.

Current prices
Expenditure data presented in the cash value of the relevant year.

Departmental Expenditure Limits (DEL)
Broadly speaking, the bulk of the budget that covers programme expenditure and
running costs of the Scottish budget.  DELs are firm plans for three years.
However, some spending is excluded from the DEL because it cannot reasonably
be subject to close control over a three year period (this part is known as Annually
Managed Expenditure).  DELs are divided into current and capital budgets and
account for some 85 per cent of the total Scottish budget.

End Year Flexibility (EYF)
The money that remains unspent from departmental budgets at the end of the
financial year.  All UK departments are now allowed (with the agreement of the
Treasury) to carry over extra resources up to 75 per cent of the level of the
underspend in the following financial year.  For example, in June 2000, then
Finance Minister Jack McConnell announced 1999/2000 EYF of £435 million and
allocated additional expenditure of 75 per cent (£362 million) between Scottish
Executive departments for expenditure for 2000/01.6

5 HM Treasury (2000) Funding the Scottish Parliament, National Assembly for Wales and Northern Ireland
Assembly: A State of Funding Policy.

6 See Scottish Executive Press release SE1904/2000
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External Finance Requirements
The financial support in terms of lending, subsidies and grants from central
government required by nationalised industries, trading funds and other public
corporations and their borrowing from commercial sources. Includes movements
in deposits and borrowing by way of finance leases.

Financial Issues Advisory Group (FIAG)
FIAG was set up in February 1998 to recommend the rules and procedures for the
handling of financial issues by the Scottish Parliament.  The stated objective of
FIAG, in line with the general direction of the Consultative Steering Group, was
that the budget process of the Scottish Parliament should be ‘open, accessible
and accountable to the people of Scotland’.  As a result of these
recommendations (which are enshrined in the Public Finance and Accountability
(Scotland) Act 2000), the Parliament has the opportunity to comment on the
Executive’s spending plans at several points during the year prior to the annual
budget being agreed.7

Government Expenditure and Revenue in Scotland (GERS)
Annual report providing an analysis of the public finances in Scotland.  Produced
by the Office of the Chief Economic Adviser.8

Golden Rule:
One of the two fiscal rules underpinning the present UK Government’s fiscal
policy.  On average over the economic cycle the government will borrow only to
invest and not to fund current expenditure.  This means that over the cycle the
current budget must not be in deficit (the second rule is the Sustainable
Investment Rule).

Grant in Aid
A payment by a government department to finance all or part of the costs of the
body in receipt of the grant in aid. It applies where the Executive Government has
decided, subject to the necessary Parliamentary controls, that the recipient body
should operate at arm’s length.  Most bodies in receipt of grants are non-
departmental public bodies (NDPBs).

Gross Domestic Product (GDP)
The value of goods and services produced by United Kingdom residents, including
taxes on product, the expenditure on both home produced and imported goods
and services and the effect (at market prices) of subsidies.  No deduction is made
for depreciation of existing assets.  Figures are also available at a Scotland-level.

Gross National Product (GNP)
Includes net property income from abroad, e.g. from investments overseas.  There
is currently no specifically Scottish figure available.

7 See SPICe Subject Map 00/07on The Annual Budget Process
8 Scottish Executive (2000) Government Expenditure and revenue in Scotland 1998-1999.
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Identifiable Expenditure
Spending that can identified as specifically incurred on behalf of the residents of
Scotland.  It mainly comprises the budget of the Scottish Executive together with
Social Security payments.  In 1998-9 this was £25.7 billion.9

Inputs/Outputs/Outcomes

Inputs: Resources needed to formulate and implement projects,
programmes or policies (e.g. funding for school education).

Outputs: Products resulting from inputs (e.g. number of teachers).  Outputs
should facilitate the meeting of outcomes.

Outcomes: Benefits resulting from outputs.  They should correspond to
ultimate objectives - the impact of a policy intervention on the welfare of
producers or consumers (e.g. better educated school students).

Inputs
Resources needed to formulate and implement projects, programmes or policies
(e.g. funding for school education).

In-year changes
Changes to expenditure allocations between spending reviews.

Level One/Two/Three
Terms used to express spending at different levels:

Level One: Expenditure recorded at portfolio level.  For example, Enterprise
and Lifelong Learning, Justice or Education.

Level Two: Expenditure recorded at sub-portfolio level.  For example,
Student Awards Agency for Scotland (within Enterprise and Lifelong
Learning), Scottish Prison Service (within Justice) or Schools (within
Education).

Level Three: Expenditure recorded below sub-portfolio level.  For example,
SAAS administration costs, Offender Services, or HMI of Schools.

Loans to the Devolved Administrations
The Secretary of State for Scotland may lend the devolved administration sums
required for meeting a temporary excess in expenditure over income or providing
the devolved administration with a working balance.  The Treasury may issue to
the Secretary of State such sums out of the National Loans Fund.  These loans
should be repaid by the devolved administration to the Secretary of State at such

9 Scottish Executive (2000) Government Expenditure and revenue in Scotland 1998-1999
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times, methods and interest rates as the Treasury determines.  Sums received by
the Secretary of State will be paid into the National Loans Fund.  The aggregate
outstanding amount of principal loans made should not exceed £500 million for
the Scottish Executive.10

Non-Identifiable Expenditure
Scotland’s share of public spending that is incurred on behalf of the UK.  It is
dominated by defence expenditure (but also includes overseas services, trade
industry energy and employment) and in 1998-9 was estimated at around £3.2
billion.11

Objectives
A statement of what the Executive plans to achieve.  Normally following an
underlying policy or strategy.

Outcomes
Benefits resulting from outputs.  They should correspond to ultimate objectives -
the impact of a policy intervention on the welfare of producers or consumers (e.g.
better educated school students).

Outputs
Products resulting from inputs (e.g. number of teachers).  Outputs should facilitate
the meeting of outcomes.

Outturn/Estimated Outturn:
Expenditure actually incurred or estimates made on the basis of actual
expenditure to date.

Plans
Planned expenditure, usually recorded in budget and spending documents for
current and future years.  Will differ from final amounts spent, which are known as
outturn figures and are only confirmed at a later date.  This sometimes creates
difficulties in comparing expenditure data between years because a comparison
may not be like with like.

Private Finance Initiative (PFI)
Means of using private finance and skills to deliver capital investment projects
traditionally provided by the public sector (e.g. capital projects such as schools,
hospitals, roads, and water facilities).  Instead of the public sector body directly
procuring capital assets and subsequently owning, operating and regulating them,
PFI involves the private sector owning and operating, but the public sector having
a larger role in regulation.  The public body enters into a contract with the
successful private sector consortium to deliver the project.  Part of the contract
specifies that the private consortium must take on a considerable degree of the

10 HM Treasury (2000) Funding the Scottish Parliament, national Assembly for Wales and Northern Ireland
Assembly: A Statement of Funding Policy.

11 Scottish Executive (2000) Government Expenditure and revenue in Scotland 1998-1999
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risk associated with the project.  Risks include possible cost over-runs and lower
than expected usage.  The public sector body contracts with the private
consortium to deliver some or all of the services associated with the investment
over a number of years.

Public Finance and Accountability (Scotland) Act 2000
The Act takes forward many of the recommendations of the FIAG (Financial
Issues Advisory Group) report.  It established the framework for the three-stage
annual budget process, and the new audit arrangements for Scotland, including
the creation of Audit Scotland.

Public Private Partnerships (PPPs)
Arrangements whereby the public and private sectors form joint ventures to
improve the efficiency of public sector operations.  They can be classified in
national accounts to either the public or private sectors depending on who has the
most control over the PPP.

Real Terms Figures
Amounts adjusted for the effect of general price inflation as measured by the GDP
market price deflator.  Enables comparisons of spending across years.

Reserve
A small part of the DEL that is not allocated to departmental programmes, but is
retained centrally to provide the Scottish Executive with a margin to deal with
unforeseen emergencies and contingencies.  In 2001-2, this is planned to be
£18.1 million, rising to £53 million in 2002/3.12  In the event of a major unforeseen
contingency, the Secretary of State for Scotland may also apply for additional
funds from the UK Reserve.

Resource Accounting and Budgeting (RAB)
As of 2001-02, the way in which the UK Government (including public expenditure
in Scotland) records its finances. This replaces the traditional method used by
governments to account for and control public expenditure, and which is based on
cash flow.  RAB will be the method of accounting and budgeting for government
departments which moves away from a cash-based system to one which takes
account of resources and assets.  It is not based on cash flow to and from each
department.  Rather, it is based on the resources consumed by each department
and treats capital and current expenditure relative to economic significance.  It
takes account of resources, expenditure, cash and accruals an so provides a
better measure of the cost of the activities of central government departments.

Ring-Fenced
Expenditure that is specific to a particular policy or programme and cannot be
used for any other purpose without the prior agreement of HM Treasury.

12 Scottish Executive (2000), Making a Difference for Scotland: Spending Plans for Scotland 2001-02 to
2003-04
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Shortfalls in expenditure on ring-fenced items will be surrendered to the United
Kingdom Consolidated Fund.

Scottish Consolidated Fund
The account into which payments and receipts to the Scottish Executive flow.
Most of the receipts are paid into the Fund by the Secretary of State for Scotland
and are the monies authorised by the Westminster Parliament to fund the Scottish
Assigned Budget.  Also includes receipts from charges and other income.  The
expenditure of the Scottish Parliamentary Corporate Body also comes from the
Fund.

Scottish Estimates
The information required to enable the Parliament to vote Supply and provide the
Scottish Executive with authority to spend from the Scottish Consolidated Fund
(also known as the budget documents).  Additional (or ‘supplementary’)
expenditure is authorised by the Parliament in the budget revisions, published in
the Spring and Autumn.

Sub-programme
Component expenditure of main departmental spending programme (also known
as Level 2).

Sustainable Investment Rule
One of the two fiscal rules underpinning the UK Government’s fiscal policy.  It
states that public sector net debt as a proportion of GDP will be held at a ‘stable
and prudent’ level (the other rule is the Golden Rule).

Total Managed Expenditure (TME)
TME is the consolidated sum of current and capital expenditure of central and
local government and public corporations.  It is the sum of DEL and AME.  In
effect, it is the 'budget' that the Scottish Parliament authorises.  The Budget
Documents 2001-02 indicate plans for 2001-02 of £19,824 billion.

United Kingdom Consolidated Fund
In effect, the Government’s main account.  Most of central government’s
expenditure is financed from this fund, and most taxes and other receipts are paid
into it.

Voted Expenditure
Expenditure authorised by the Scottish Parliament in the Budget (Scotland) Act,
and Spring and Autumn budget revisions.  However, some public expenditure is
funded partly or wholly by income which does not come from central government
(e.g. money raised by local authorities).13

13 Likierman, A (1988), Public Expenditure: The Public Spending Process, Penguin.
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LOCAL GOVERNMENT EXPENDITURE TERMS

Aggregate External Finance (AEF)
Government grant given to local authorities by the Scottish Executive.  It
comprises Revenue Support Grant (RSG), distribution of national non-domestic
rate income (NDRI) and certain specific grants which fund part of the current
expenditure on a specific service or activity.

Capital Expenditure
Spending which creates longer-term assets, whose benefits will last over a period
of years such as spending on the purchase, construction or improvement of land
or buildings.  Local authorities’ capital expenditure is determined by central
government and subject to statutory control.

Council Tax
System of local taxation introduced in April 1993.  It is a property tax levied on
homes by local authorities.  The amount levied is determined by placement of
residences within 8 valuation bands (A-H).  There are exemptions for specific
types of property and discounts for people in certain circumstances.

Government Supported Expenditure (GSE)
The Scottish Executive’s view of what local authorities need to spend on providing
services, and loans and leasing charges.  After loans and leasing charges have
been top-sliced from GSE, the remainder is referred to as Grant Aided
Expenditure (GAE).

Grant Aided Expenditure (GAE)
An assessment by the Scottish Executive of each local authority’s spending
needs, in order for each to provide a broadly consistent level of services across
Scotland.  It is not, as sometimes misunderstood, the level of actual support
provided by central government (this is referred to as Aggregate External
Finance).  The methodology used to calculate GAE is currently under review.

Housing Revenue Account (HRA)
Funded separately from other local authority services.  All local authorities must
maintain a ‘ring fenced’ housing account known as the Housing Revenue Account
(HRA).  The HRA is a record of income (mainly rents) and expenditure derived
from local authorities’ landlord function.  Other housing-related expenditure such
as renovation grants for home-owners is classed as non-HRA expenditure.  The
HRA is divided into revenue and capital expenditure.  Housing revenue
expenditure is funded mainly from income from tenants’ rents and charges with a
very small number of local authorities receiving Housing Support Grant (HSG).
Housing capital expenditure is funded through two main elements: a spending
consent issued by Scottish Ministers (often referred to as ‘consent to borrow’
because the bulk of it is funded by borrowing) and receipts from the sale of council
housing or land.
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Local Authority Self-Financed Expenditure (LASFE)
Expenditure funded by the council tax, plus income from fees and charges.

National Non-Domestic Rates Income (NDRI)
Part of the Scottish Executive’s support to local authorities.  Also referred to as
business rates.  All commercial properties pay rates based on rateable values of
properties multiplied by a rate poundage.  Prior to 1989 local authorities had
responsibility for setting business rates in their own area; however, business rates
are now set nationally.  Local authorities collect the tax but central government
determines how the income from the ‘national pool’ of non-domestic rates is
distributed amongst local authorities.

Revenue Expenditure
Recurring expenditure that is financed from current income (i.e. not through
borrowing).  It consists of the day to day running costs of a local authority including
staff wages and salaries.  Loan charges, repaying money borrowed for capital
expenditure, are also part of revenue expenditure.

Revenue Support Grant (RSG)
The largest element of Scottish Executive support for local authority revenue
expenditure.  The level of RSG is determined by Scottish Ministers following
consultation with local authorities through COSLA, and after taking advice from
the Distribution Committee of the Local Government Finance Working Party.  The
Local Government Finance (Scotland) Order, specifying levels of RSG, is laid
before the Parliament, on an annual basis, for approval.

Specific grants
Part of the Scottish Executive’s support to local authorities.  These grants provide
the funding for specific services including the police, some mental health services
and the education excellence fund.  More recently the Executive has ‘earmarked’
resources within GAE for specific policy initiatives, (e.g. Carers’ Strategy and
Children’s Services Development Fund.)14

Value for Money
The extent to which objectives are achieved in relation to cost. Sometimes used to
describe the achievement of economy, efficiency and effectiveness. Often used in
relation to 'good vfm' or 'poor vfm'.

14 Scottish Executive, An Introduction to Local Government Finance in Scotland prepared for the Local
Government Committee, September 1999
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EUROPEAN FUNDING TERMS

Additionality
European legislation obliges the governments of Member States to ensure that
levels of expenditure are maintained in such a way that demonstrates that
Structural Funds represent additional funding to domestic expenditure on the
relevant programmes.  In crude terms, additionality means that the structural
funding provided makes a genuine difference to the project or programme
compared to what would have happened without the funding.

Common Agricultural Policy (CAP)
A policy to ensure agricultural productivity and support for rural communities.

European Structural Funds
Generic term to deal with initiatives designed to address disparities between
countries and regions of the European Union in terms of wealth, economic
development and social cohesion.  These are designed to support national
policies in the economically weakest areas of each member state.  There are four
main financial instruments: the European Regional Development Fund (ERDF),
the European Social Fund (ESF), The European Agricultural Guidance and
Guarantee Fund (EAGFF), and the Financial Instrument for Fisheries Guidance
(FIFG).

European Union funding is aimed to secure ‘objectives’.  Prior to 2000, there were
six of these.  For the period 2000-06, the Funds are targeted towards only three
such objectives:

• Objective 1: to promote the development and structural adjustment of
regions whose development is lagging behind the EU average.

• Objective 2: to support the economic and social conversion of areas
facing structural difficulties (particularly in areas of industrial decline, rural
areas, urban areas and fishery-dependent areas).

• Objective 3: to support the adaptation and modernisation of policies and
systems of education, training and employment.

European Regional Development Fund (ERDF)
European structural funding used to support productive investment, infrastructure
and small and medium sized enterprises. Originally established in 1975, its current
form dates back to concerns in 1989 that the impending Single European Market
would further exacerbate the division between the wealthier and poorer parts of
the European Community (as it then was).
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European Social Fund (ESF)
Funding to improve employment opportunities through training and guidance and
to assist in job creation.

European Agricultural Guidance and Guarantee Fund (EAGGF or FEOGA)
The guarantee section aims to co-ordinate support for agricultural adjustment
(market support through the Common Agricultural Policy).  The guidance section
is aimed at diversification of farming and supporting other development of rural
areas.

Financial Instrument for Fisheries Guidance (FIFG)
Deals with the fishing sector.  There is a particular emphasis on diversification of
the fisheries industry.

EUROPES
An arrangement which identifies the United Kingdom cost of financing certain
European Community internal policy programmes (such as R&D, energy and
environmental policies), which is then charged to departments with policy
responsibility for these programmes.  These internal policies do not include
Structural Funds.

Match Funding
Structural Funds provide one element of funding towards projects (usually up to a
maximum of 50% per project), with co-funding from the recipient nation needed to
make up the balance.  In Scotland, match funding is mainly provided by public
bodies (including local authorities, local enterprise companies, and further
education colleges).



providing research and information services to the Scottish Parliament14

ABBREVATIONS

AEF Aggregate External Finance
AER Annual Expenditure Report
AME Annually Managed Expenditure
CAP Common Agricultural Policy
CSR Comprehensive Spending Review
DEL Departmental Expenditure Limit
EAGFF European Agricultural Guidance and Guarantee Fund
ERDF European Regional Development Fund
ESF European Social Fund
EYF End Year Flexibility
FIAG Financial Issues Advisory Group
FIFG Financial Instrument for Fisheries Guidance
GAE Grant Aided Expenditure
GDP Gross Domestic Product
GERS Government Expenditure and Revenue in Scotland
GNP Gross National Product
GSE Government Supported Expenditure
HRA Housing Revenue Account
HSG Housing Support Grant
LASFE Local Authority Self-Financed Expenditure
NDRI Non Domestic Rate Income
PFI Private Finance Initiative
PPP Public Private Partnership
RAB Resource Accounting and Budgeting
RSG Revenue Support Grant
TME Total Managed Expenditure
VFM Value for Money

If you have any comments or questions about this Research Note, please contact Murray McVicar on
extension 85377 or murray.mcvicar@scottish.parliament.uk  or Murray Earle on extension 85364 or
murray.earle@scottish.parliament.uk

Research Notes are compiled for the benefit of Members of Parliament and their personal staff. Authors are
available to discuss the contents of these papers with Members and their staff but cannot advise members of
the general public.
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Enterprise and Lifelong Learning Committee

Meeting 24 April 2001

SHEFC Teaching and Research Funding Review

Towards the end of its stage 2 consideration of the Education (Graduate Endowment
and Student Support) (Scotland) (No.2) Bill the Committee agreed to undertake three
hearings into the review of teaching and research funding currently being undertaken
by the Scottish Higher Education Funding Council.

The first of these hearings was held on 21 March and included evidence from
Universities Scotland, the Association of University Teachers and the Educational
Institute of Scotland. The bulk of this evidence focussed upon the teaching element
of the review.

In discussion afterwards members felt content that they understood the main issues
raised by the teaching element of the review, but would like to examine in more
detail the research element.

Subsequently, the Minister for Enterprise and Lifelong Learning contacted the
Convener and indicated that she would welcome an input from the Committee into
what is proposed as a fundamental review of the pattern of research funding. A
meeting was held between the Convener and the Minister on 3 April to explore the
possibilities.

It became clear during the course of these discussions that if the committee wishes
to significantly influence the direction of the review, it will need to handle the issue
swiftly. In practice, it will require to have completed its evidence taking, and
established the basis for its report by the end of June, in order to be able to report
formally in September.

On the assumption that members are still inclined to investigate the research
element more fully, and are content to coincide with the minister’s timetable, I would
propose that the Committee undertakes this work more formally as a small inquiry.

There are a number of repercussions to this decision, should the Committee be
agreeable. There will be a severe constraint on the number of additional witnesses
from the committee will be able to take oral evidence (see below). In the interests of
natural justice, a number of other bodies, e.g. all higher education institutions, should
be invited to submit written evidence.

A proposed work programme for the mini-inquiry is attached. The Committee’s ability
to take further oral evidence is severely constrained by a number of other factors and
commitments:

• the Executive’s own review timetable
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• the need to fully establish the basis for the lifelong learning inquiry (detailed remit,
work programme, witnesses, basis for written evidence, appointment of advisers)
before the summer recess, in order for it to start in earnest in September.

• the need to examine the Executive’s budget

• the need to deal with the graduate endowment affirmative regulations

• the Committee’s agreement in principle to meet fortnightly

• external factors which reduce potential meeting dates – Commonwealth
Parliamentary Association meetings in the final week of June which mean that
committee would require to be on a Monday or a Friday, and potential difficulties
of meeting the first week in June.

For these reasons it is calculated that it will be possible to hold only a further 3
evidence sessions, making 4 in total. In addition, discussion of the basis for a report
will need to take place before the summer recess to allow the full report to be
produced over the summer.

A list of potential witnesses is included in the work programme. These stem from
members’ own suggestions, together with some made by the Minister. The timetable
would depend on witness availability, and may have to be rescheduled to
accommodate this. None of the potential witnesses has been approached yet.

In order to be able to report effectively, it is proposed to investigate the appointment
of an adviser to assist the committee in its work. The most substantial elements of an
adviser’s work would be to bring together the evidence from the written submissions
for members’ benefit, and production of the draft final report over the summer
recess. The Committee is invited to agree in principle to the appointment of an
adviser, so that agreement may be sought from the parliamentary Bureau. The
agreement of whom to appoint as adviser would be a decision for a future committee
meeting.

Recommendations

The committee is therefore invited to:

i) formally agree to undertake a short inquiry into the review of funding by
SHEFC

ii) confirm the remit of the inquiry as ‘to investigate the basis of the SHEFC
review of teaching and funding, and to make recommendations for its future
higher education funding’.

iii) agree to request written evidence from bodies with an interest in the review
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iv) agree the work programme attached as the basis for the inquiry

v) agree in principle to the appointment of an adviser to assist in the inquiry
and to produce the final report.

Alex Neil
Convener
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Enterprise and Lifelong Learning Committee

Work Programme April – June 2001

Date Time  Venue Items Witness Suggestions
24 April 2.30 Chamber Budget consideration 1 –

officials
Lifelong learning inquiry
remit
New Economy issues

2 May 10 CR1 HE funding hearing 2 (2hrs)
New economy draft report 2
(1hr)

1. John Taylor (UK
funding)
2. Sir Robert May (R Soc)
Bill Stewart (Roy Soc
Edinburgh)
3. John Rogers (RAE)
Standby - Ann Hughes
(Welsh FC)

8 May 2.30 CR1 Budget consideration 2 –
Minister (Alasdair Morrison)
(1.5hrs)
HE funding 3 (1.5hrs)

1. Hugh Thomson
(Strathclyde
commercialisation team)
2. Business Panel eg.
Opto-electronics (HerWatt)
Brendan Hyland (Kymata)
David Lane (Cyclacel)
Cadence
3. John Maclellan
(Technology Ventures) +
venture capital

15-16
May

all
day

Stirling Awayday

30 May 10 CR2 GE Bill Regulations (1.5hrs)
HE funding hearing 4
(1.5hrs)
Budget report agreed

1. Scottish Enterprise
Ann Hughes (Welsh FC)
 2. SHEFC

5 June 2.30 CR2 No meeting
13 June 10 Chamber HE funding 5 – Report draft

Lifelong learning inquiry
work programme +advisers

19 June 2.30 CR2 HE Funding 6 – Report draft
Lifelong learning inquiry
work programme +advisers
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Enterprise and Lifelong Learning Committee

Meeting 24 April 2001

Lifelong Learning Inquiry

The Committee has agreed that lifelong learning will be the subject of its next major
inquiry, similar in form to the Local Economic Development Inquiry.

Initial discussions on the inquiry have taken place, but the remit has yet to be
agreed.

A lifelong learning subject map from SPICe and a copy of a report on lifelong
learning published jointly by Scottish Enterprise, Highlands & Islands Enterprise, the
Scottish Further Education Funding Council and the Scottish Higher Education
Funding Council are attached for members’ information.

Elements which have previously been identified by members include:

• FE/HE and training;
• pathways through the system;
• a focus on the lifelong learner as customer;
• confusion around duplication/overlap; and
• best use of funding.

As a basis for discussion, I am proposing the following draft remit:

“To enquire into the need for a long-term, comprehensive strategy for tertiary
education and training in Scotland which meets the needs and aspirations of
individuals and society as a whole in respect of quality, relevance, efficiency,
effectiveness, accessibility, accountability, funding levels and structures and
delivery mechanisms.”

Alex Neil
Convener
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Subject Map for Enterprise and
Lifelong Learning Committee 18th April 2001

LIFELONG LEARNING

SIMON WAKEFIELD

This subject map provides a guide to some of the key issues and sources of
information on lifelong learning.  This map will act as a checklist of some of the
key reports, inquiries, players, initiatives and issues, and as a resource for further
investigation.

WHAT IS LIFELONG LEARNING?

Lifelong learning is often understood to include education, training and learning in
a variety of contexts, and few would argue with its importance.  However behind
the words are a range of interpretations.  These can perhaps be honed down to
two deceptively simple questions;

• How long is “life”? – is this “all persons of working age” as an OECD report
suggested1 ?  Alternatively lifelong might incorporate pre-school and school
ages, as well as those beyond the age of retirement.

• What is meant by “learning”? – There is a spectrum of learning ranging from
formal, accredited and structured education and training through to the highly
informal learning which is a part of people’s everyday lives.

1 Report of the Employment, Labour and Social Affairs Committee, OECD, Paris (1997)
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Whilst there is merit in taking the broadest of definitions it has also been
suggested that

“there is always an accompanying danger that the field will become so all inclusive that it
inhibits the sharpness of focus”2

Lifelong learning appears to have achieved greater prominence in recent years
across European government policy.  However there is some debate as to
whether the concept is particularly new.

For example, suggesting more specifically, (and controversially), that there has
been little real progress in the development of the UK’s skills strategy over the last
twenty years Mansfield3 argues that essentially the UK has not moved much
beyond the following analysis

“Our economy is changing rapidly – so rapidly that it is difficult to predict the nature of future
development.  We need an adaptable, flexible workforce to be competitive in global markets.
The traditional methods and approaches to vocational education and training cannot meet
the challenges represented by these changes.  The UK is behind its competitor nations  -
and is falling further behind.  Something must be done”

Mansfield suggests that this “superficial” analysis has been regularly repeated,
and that the response has too often been a series of “disconnected initiatives”.
According to the author this is in evidence in a series of policy documents ranging
from work by the Manpower Services Commission in 1981, through reports and
strategy papers from the Department of Employment, the CBI, the TUC, the DTI,
and most recently from the DfEE Skills Task Forces.

LIFELONG LEARNING RELATED REPORTS AND INQUIRIES

The following reports indicate the range of analysis and inquiry work that has been
undertaken to date on lifelong learning and related topics.

Scottish Parliament

Enterprise and Lifelong Learning Committee
• ELL Committee Response to the Scottish Executive's Response to the

Careers Service Review (Duffner Report – March 2001
http://www.scottish.parliament.uk/official_report/cttee/enter-01/elr01-r01.htm

• 1st Report, 2001: Stage 1 Report on the Education (Graduate Endowment and
Student Support) (Scotland) (No.2) Bill – January 2001

http://www.scottish.parliament.uk/official_report/cttee/enter-01/elr01-01-01.htm

2 “Creating Learning Cultures, Next Steps in Achieving the Learning age”, 2nd Report of the National Advsory
Group for Continuing Education and Lifelong Learning, Chair Professor R.H Fryer

3 “Past Imperfect?” conference presentation by Bob Mansfield, of Consultancy PRIME Research and
Development
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• Report on the Inquiry into the Governance of the Scottish Qualifications
Authority – November 2000

http://www.scottish.parliament.uk/official_report/cttee/enter-00/elr00-06-01.htm

• Stage 1 Report on the Education and Training (Scotland) Bill – May 2000
http://www.scottish.parliament.uk/official_report/cttee/enter-00/elr00-02-01.htm

• Inquiry into the Delivery of Local Economic Development Services in Scotland
– May 2000

http://www.scottish.parliament.uk/official_report/cttee/enter-00/elr00-01v1-01.htm

Audit Committee
• “Scottish Enterprise: Skillseekers, Training for Young People” – July 2000
http://www.scottish.parliament.uk/official_report/cttee/audit-00/aur00-04-01.htm

• “Scottish Further Education Colleges: Managing Costs” – February 2000
http://www.scottish.parliament.uk/official_report/cttee/audit99-00/aur00-01-c.htm

Education Culture and Sport Committee
• Exam Results Inquiry – December 2000
http://www.scottish.parliament.uk/official_report/cttee/educ-00/edr00-11-v1-01.htm

European Committee
• Initial report on the application and project appraisal process for European

Structural Funds (1st round of the 2000-2006 period)
http://www.scottish.parliament.uk/official_report/cttee/europe-01/eur01-01-01.htm

• Report of the Inquiry into European Structural Funds and their implementation
in Scotland  - November 2000

http://www.scottish.parliament.uk/official_report/cttee/europe-00/eur00-06-01.htm

• Report on the Objective 3 Operational Plan – January 2000
http://www.scottish.parliament.uk/official_report/cttee/europe99-00/eur03-c.htm
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House of Commons Employment and Education Select Committee – Recent Reports

 “Higher Education – Student Retention”  - Current inquiry
http://www.publications.parliament.uk/pa/cm/cmeduemp.htm (latest evidence)

“New Deal – An Evaluation” –March 2001
http://www.publications.parliament.uk/pa/cm200001/cmselect/cmeduemp/58/5802.htm

Higher Education – Access –January 2001
http://www.publications.parliament.uk/pa/cm200001/cmselect/cmeduemp/205/20502.htm

Recruiting Unemployed People –January 2001
http://www.publications.parliament.uk/pa/cm200001/cmselect/cmeduemp/48/4802.htm

New Deal for Young People – Two Years on –July 2000
http://www.publications.parliament.uk/pa/cm199900/cmselect/cmeduemp/969/96902.htm

“Employability and Jobs; Is there a jobs gap?”  -  April 2000
http://www.publications.parliament.uk/pa/cm199900/cmselect/cmeduemp/603/60302.htm

“Visit to USA: Raising educational standards and the role of the private sector” –February 2000
http://www.publications.parliament.uk/pa/cm199900/cmselect/cmeduemp/290/29002.htm

“Access for All; A Survey of Post 16 Participation” –November 1999
http://www.publications.parliament.uk/pa/cm199899/cmselect/cmeduemp/57/5702.htm

“The Performance and Future of the Employment Service” – July 1999
http://www.publications.parliament.uk/pa/cm199899/cmselect/cmeduemp/197/19702.htm

“The ONE Service Pilots” – July 1999
http://www.publications.parliament.uk/pa/cm199899/cmselect/cmeduemp/412/41202.htm

“Active Labour Market Policies and their delivery; Lessons from Australia” – January 1999
http://www.publications.parliament.uk/pa/cm199899/cmselect/cmeduemp/163/16302.htm

“Further Education” – May 1998
http://www.publications.parliament.uk/pa/cm199798/cmselect/cmeduemp/264/26402.htm
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ANALYSIS OF SKILLS ISSUES BY OTHER ORGANISATIONS

Whilst this is not intended to be a comprehensive review of ongoing research into
lifelong learning the following gives a taste of some recent and ongoing analysis

The Joseph Rowntree Foundation (JRF)  - one of JRF’s main research priority
areas has been around “Work Income and Social Policy”.  A substantial body of
research has looked at issues such as Welfare to Work, the New Deal, the labour
market and employability. (www.jrf.org.uk)

Institute for Public Policy Research (IPPR) – Following the “Learning to
Succeed” White Paper, researchers contributed to a collection of papers around
the theme of “the learning market”, which addressed themes such as funding,

Four main DfEE Skills Taskforce reports (relating primarily to England) were produced
between 1998 and 2000

• “Towards a National Skills Agenda”; First Report of the National Skills Task Force Presents
some initial findings and proposals on existing skills shortages, underlying skills gaps in the labour force, and
how to address longer term needs.

• Delivering Skills for All: Second Report, “Focuses on three fundamental issues raised in the first
report, producing 53 specific recommendations in the areas of: skills for young people - building a system
which promotes participation and progression; employability and key skills; and labour market and skills
information - a new strategy for informing the market”

• “Tackling the adult skills gap: upskilling adults and the role of workplace learning”: Third
Report of the National Skills Task Force. “This report set in train a fresh approach to reaching low-
skilled, reluctant learners and to spreading the benefits of both formal and informal learning to smaller firms
and their employees”.

• Skills for all: proposals for a National Skills Agenda: Final Report of the National Skills Task
Force “Presents a vision from the Skills Task Force of a national skills agenda, bringing together the key
themes and recommendations from the preceding three reports.”

The “Skills Agenda” in the final report is designed around these core components

• an action plan for changes in the curricula, qualifications, apprenticeships, funding and institutions of
the post-16 education and training system to produce the required improvements in the skills ‘supply
side’, designed to tackle the priority areas of skills deficiencies;

• an approach to the continuing management of post-16 education and training, using levers such as
funding, planning, labour market information, guidance and others, that shapes both the demand for,
and supply of, skills over time so minimising skill shortages and gaps in the future; and clear and explicit
targets for improvements in skill levels, plus measures of our performance in managing the match
between supply and demand, to raise public confidence, drive progress and monitor success.
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responsiveness to learners requirements, and bridging the skills gaps in the British
economy.
Economic and Social Research Council – particularly relevant is the ESRC’s
“Learning Society” Research Programme.

Institute of Employment Research – has published extensively on skills,
employment and evaluations of New Deal programmes (http://www.warwick.ac.uk/ier/)

Scottish Further Education Unit – and for example has recently produced a
report on supply and demand in Scottish further education – available in CD form
on the Parliament’s Intranet.

Centre for Scottish Public Policy – a recent “New Horizons” Report for the
Centre by Ewart Keep focussed on “Upskilling Scotland”.

Scotecon Network –launched in February 2001 Scotecon is a network of
economists based in eleven of Scotland's universities, which aims to stimulate
policy relevant academic research on the Scottish economy, particularly in those
areas of concern to the Scottish Parliament, including learning and training.

Scottish Executive Central Research Unit – current research themes include
the following; Youth Transitions, Widening Access to Further and Higher
Education, Learning and Employability, Participation in Lifelong Learning,
Learning and Teaching in post-school contexts and Adult Literacy and Inclusion.

Enterprise and Lifelong Learning Committee  - the Committee itself has
recently commissioned a research project to map the provision of lifelong learning
across the Local Economic Forum areas of Scotland.

KEY PLAYERS

Again, not intended to be a comprehensive, the following list of key players
illustrates the breadth of bodies that could come under the heading of lifelong
learning.  This includes training providers and consumers.

World-wide
OECD
UNESCO

European Level
European Commission, whose role includes the funding of many training
initiatives

UK level
National Training Organisations (NTOs)
DfEE
Unions – eg TUC, Workers Educational Association, UNISON
“Jobcentre Plus” – the new Agency combining the Employment Service and parts
of the Benefits Agency
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Scottish Level
Scottish Executive
The Enterprise Networks – Scottish Enterprise and Highlands and Islands
Enterprise, and their Local Enterprise Companies
Scottish University for Industry – learndirect scotland
Scottish Qualifications Authority (SQA)
Locate in Scotland
The Scottish Further and Higher Education Funding Councils
Association of Scottish Colleges (ASC)
Universities Scotland (until recently known as CoSHEP)
Scottish Objective 3 ESF Partnership (Excluding Highlands and Islands)
STUC
Scottish Council for National Training Organisations (SCONTO)
The Careers Service (to be absorbed within Careers Scotland from 1 April 2002)
Future Skills Scotland (to be established in July 2001)
Scottish Knowledge
Learning and Teaching Scotland

Local Level
Further and Higher Education institutions
European Programme Partnerships for East, West and South of Scotland, and
Highlands and Islands
Local Authorities, including through their Community Education Strategies
Local Economic Forums
Education Business Partnerships (EBPs) (to be absorbed within Careers Scotland
from 1 April 2002)
Adult Guidance Networks (to be absorbed within Careers Scotland from 1 April
2002)
Local Learning Partnerships (to be absorbed within Careers Scotland from 1 April
2002)
Partnerships - such as for Social Inclusion Partnerships, Community Learning
Strategies, Local Labour Market Information Groups.

Private and Voluntary Sectors
Commercial training providers
In-company training, especially large corporates
Confederation of British Industry (CBI)
Community and voluntary sector organisations

POLICY ON LIFELONG LEARNING

The following section highlights a selection key lifelong learning related policy
statements and initiatives

Europe

European Employment Strategy – and National Action plans for Employment for
each member state.
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“A Memorandum on Lifelong Learning”, Commission Staff Working Paper, 30th

October 2000, SEC (2000) 1832, European Commission.

UK

“The Learning Age: a renaissance for a new Britain”, Green Paper on Lifelong
Learning, February 1998

“Learning to Succeed: A New Framework for Post-16 Learning”, DfEE White
Paper, June 1999

Scotland

In Scotland, the Economic Development Agencies, Scottish Enterprise and
Highlands & Islands Enterprise have had responsibility for skills development
since they were established in 1991.  In 1995 the Scottish Office asked Scottish
Enterprise to establish a Skills Forum to develop a strategy for moving towards a
learning society characterised by shared commitment to lifelong learning, by
individuals and employers.  The Forum reported in December 1996 and made a
number of recommendations for Government and others.  The Scottish Office
responded in its 1996 strategy document – “Lifelong Learning: The Way Forward”,
which set out an action plan to address a number of the recommendations made.

There was further action on Skills in Scotland with the publication of Scottish
Enterprise’s Know-how document in 1999 and the Scottish Office’s Skills for
Scotland – A Skills Strategy for a Successful Scotland in March 1999.  The latter
included plans for a new Labour Market Unit, which is to be relaunched in July
2001, and rebranded as Future Skills Scotland.

The following are therefore some of the key Scottish policy documents related
to lifelong learning in Scotland;

Report of the Scottish Skills Forum, Scottish Enterprise, December 1995

Skills and Lifelong Learning; the way forward – Responses to 3 Consultations
(including the Scottish Skills Forum), Scottish Office, August 1998,

“Opportunity Scotland, A Paper on lifelong Learning”, The Scottish Office,
September 1998

“Communities Change Through Learning: Report of a Working Party on
Community Education”, The Scottish Office, November 1998

“Opportunities and Choices:  A Consultation Paper on Post-School Provision for
16-18 year olds”, Scottish Office, March 1999

“Opportunities for Everyone: A Strategic Framework for Scottish Further
Education”, The Scottish Office, March 1999
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“Skills for Scotland, A Skills Strategy for A Competitive Scotland”, Scottish Office
March 1999

“Implementing Inclusiveness Realising Potential”, Report of the Advisory
Committee on post-school education and training of young people with special
needs (the Beattie Committee), Scottish Executive, August 1999

“Developing Skills and Employability: Training for the Long Term Unemployed” –
consultation paper on Training For Work Programme, Scottish Executive,
December 1999

“Scotland the learning Nation, Helping Students”, Scottish Executive, 2000

Introducing Learning Accounts in Scotland: Framework Document, Scottish
Executive, March 2000

Careers Service Review Committee (Duffner) Report, and the Scottish Executive’s
response, both January 2001

Final Report of the Independent Committee of Inquiry into Student Finance (Cubie
Committee)

“Learning for Life; A Joined up Approach”, Report of the Joint Lifelong Learning
Group January 2001 – Scottish Enterprise, Highlands and Islands Enterprise,
Scottish Further and Higher Education Funding Councils

Skills and learning are strong themes running through recent policy documents
such as the Framework for Economic Development (FEDS), A Smart Successful
Scotland:  Ambitions for the Enterprise Networks, as well as in the Manufacturing
Strategy, the Knowledge Economy Taskforce reports, the Science Strategy
consultation document, and the  “Executive’s Rural development, New Approach”
document

A Concordat has also been established between Scottish Ministers and DfEE on
education training and employment matters.

The following are some of the key initiatives related to learning and skills;

• Training for Work
• Skillseekers
• Employment Zones
• New Futures
• Modern Apprenticeships
• Training and Employment Grants (TEGS)
• Graduate training programmes
• Right to time off for study
• National Grid for Learning
• Scottish Trade Union Learning Fund
• Higher Still
• The Scottish Credit & Qualification Framework (SCQF)
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• Progress File
• the launch of learndirect scotland, Scotland’s learning helpline, (the brand

name for the Scottish University for Industry’s services)
• the national launch of Individual Learning Accounts (ILAs) aimed at helping

those aged 18 and over to pay for learning.
• Plans were announced for the setting up of a new all-age guidance service

from April 2002 - “Careers Scotland”,
• a new Scottish labour market information unit – “Future Skills Scotland” -

highlighting future skills needs for Scotland, operational from July 2001.
• The  Adult Literacy 2000 Team  focused on means of improving adult literacy

rates and reported its recommendation to Ministers in February 2001. Other
action includes that on Community Learning Strategies and utilising the
Community Planning process, the work of the Local Learning Partnerships and
the new Scottish Adult Learning Partnership.

• Local Economic Forums are new players on the scene, operational from
1 April 2001.  Lifelong learning is part of a broader economic development
agenda.  However the focus in the first year of existence is to be the
rationalisation of business support structures.

• As Scotland’s economic development agencies, Scottish Enterprise and
Highlands & Islands Enterprise are charged with improving the economic
prospects of Scotland, including through the provision of Lifelong Learning
opportunities for all.  Both agencies have published skills strategies and have
been involved in the development of most recent developments like the
Scottish UfI, Future Skills Scotland and Individual Learning Accounts.  Major
workplace learning initiatives they are involved in include: promoting take-up of
the Investors in People Standard across a range of organisations (connected
to their business advice services); operation of the Government training
programmes, including Skillseekers and Modern Apprenticeships and the
National training Awards.

SOME KEY ISSUES

A selection of broad lifelong learning issues might include some of the following;

 ROLES AND FUNDING

• What is the purpose of lifelong learning?  Is it mostly to do with the economic
benefits or does it include the wider social benefits to all members of society?

• What are the key governance issues? Is there duplication and overlap in the
provision of publicly funded provision of lifelong learning services?  How well
does the NTO structure fit with the Enterprise Networks and FE/HE sectors?

• How is learning funded, and is there a better way?
• What is the justification for the public sector to intervene in the “learning

market”, and in which areas?  Where and when does the market “fail”?
• What should a lifelong learning strategy for Scotland encompass?  How does

Scotland’s current approach compare to the rest of the UK and Europe?  How
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should a lifelong learning strategy fit within a Scottish economic development
strategy?  Who should deliver a Scottish lifelong learning strategy?

• Is the institutional landscape appropriate and is there sufficient collaboration
among key players?

• Where are Scotland’s current and future skill shortages?  Future Skills
Scotland will be operational from summer 2001, can the Unit hope to predict
what the skills required for a competitive Scotland are and achieve a better
match between the current and future skills needs of industry and the skills or
the workforce? How can this intelligence be used to practical benefit?

• Why do skills gaps occur?  To what extent can they be resolved by an
effectively operating labour market?

 MEASUREMENT

• Should Scotland’s lifelong learning strategy include new targets to follow on
from the work of the Advisory Scottish Council on Education and Training
Targets (ASCETT)?  What value is placed on Vocational Qualifications (VQs)
and the VQ system by businesses and others?

• How do existing training and learning initiatives perform in terms of value for
money, targeting, deadweight, and additionality?

• How can learning at the informal end of the spectrum be measured?  Is
“success” in terms of progression and achievement always being adequately
captured?

 WHAT WORKS?

• What is the level of participation in learning across different groups?  How
lifelong is learning? What are the underlying barriers to participation? How can
access to learning from non-traditional routes be enhanced?  What is the
influence of compulsory education on subsequent participation in learning?

• What works in improving employability and developing human capital (supply
side of the labour market) and what works in terms of “demand led” job
creation?  There are reserved areas of responsibility here, do they fit
comfortably with what is devolved or are there issues to be resolved?

• How could Scotland improve its work-based learning provision, especially for
small and medium-sized companies?

• How can Scotland improve its community based learning provision?
• What are the new opportunities from e-learning?  Where can ICTs add value?

If you have any comments or questions about this Research Note, please contact Simon Wakefield
on extension 85372 or simon.wakefield@scottishparliament.uk .

Subject Maps are compiled for the benefit of Members of Parliament and their personal staff.
Authors are available to discuss the contents of these papers with Members and their staff but
cannot advise members of the general public.
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                                           EL/01/12/4

Enterprise and Lifelong Learning Committee

Meeting 24 April 2001

Managing Change in the Scottish Electronics Industry

Members will recall that this item was touched upon at the last meeting, having been
raised by Elaine Thomson on behalf of our former member, Duncan McNeil.

Duncan McNeil also wrote to me as Convener, and I attach the text of his original
letter:

‘You will be aware of yesterday's announcement that, due to the global downturn in
the electronics industry, Compaq in Erskine has become the latest plant which plans
to substantially reduce its workforce.

As a member who represents many workers within this sector, I am naturally
concerned over the industry's long-term future.  It is my belief that to secure this
goal, the industry requires, through increased training and skills for its workforce, the
ability to respond to these changes, diversify and compete for high value, high skill
contracts in the global market.

In light of the above, I would be grateful if the Enterprise and Lifelong Learning
Committee would consider postponing publication of the report of its inquiry into the
New Economy, to allow additional evidence to be taken on these issues.’

Since Duncan McNeil’s letter there have of course been other developments in the
electronics sector, and by the time that the Committee meets, members will have
had an opportunity to meet with representatives of the electronics sector at Sun
Micro Systems, and to have aired some of the issues.

The Committee is invited to consider what, if any, response it wishes to make.

Alex Neil
Convener
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                                           EL/01/12/5

Enterprise and Lifelong Learning Committee

Meeting 24 April 2001

New Economy Inquiry

The Committee had originally agreed to publish its report on the Impact of the New
Economy around mid May. This was on the basis that it did not wish to publish the
report in the midst of a general election campaign.

The Committee has now discussed a first draft of the report, and has had an
opportunity to consider recent developments in the electronics sector. In addition, it
is clear that the general election will now take place later than originally anticipated.

The Committee is invited to consider the proposed timing of the publication of its
report.

Alex Neil
Convener


