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FINANCE COMMITTEE 
 

AGENDA 
 

16th Meeting, 2008 (Session 3) 
 

Tuesday 10 June 2008 
 
The Committee will meet at 2.00 pm in Committee Room 1. 
 
1. Decision on taking business in private: The Committee will decide whether 

to take item 6 in private. 
 
2. Review of the Budget Process: The Committee will take evidence, in a round-

table discussion, from— 
 

Dr Peter Collings, former Chair of the Financial Issues Advisory Group; 
 
Professor David Heald, former member of the Financial Issues Advisory 
Group; 
 
Alf Young, former member of the Financial Issues Advisory Group; 
 
Des McNulty MSP, former Convener of the Finance Committee; 
 
Alasdair Morgan MSP, former Deputy Convener of the Finance 
Committee; 
 
Eddie Frizzell, Budget Adviser to the Justice Committee, Budget Process 
2008-09; 
 
Jan Polley, Budget Adviser to the Rural Affairs and Environment 
Committee, Budget Process 2008-09; 
 
Prof David Bell, Budget Adviser to the Finance Committee. 
 

3. Review of the Budget Process - witness expenses: The Committee will be 
invited to delegate to the Convener responsiblity for arranging for the SPCB to 
pay, under Rule 12.4.3, any expenses of witnesses in the inquiry. 

 
4. Local Authority Single Status Agreement: The Committee will consider a 

paper on the Local Authority Single Status Agreement. 
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5. Disabled Persons' Parking Places (Scotland) Bill:  The Committee will 
consider its approach to the Financial Memorandum of the Disabled Persons' 
Parking Places (Scotland) Bill. 

 
6. Inquiry into the methods of funding capital investment projects: The 

Committee will consider how to proceed with the inquiry. 
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The Disabled Persons' Parking Places (Scotland) Bill and 
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s/index.htm
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EXECUTIVE SUMMARY 

This paper is intended to contribute to the review of the budget process in the Scottish 

Parliament which is currently being undertaken by the Finance Committee. It seeks to answer 

many of the questions that have been asked in the consultation paper which the Finance 

Committee has issued to accompany the review. Principal messages from this paper are: 

o There is no accepted definition of a “good” budget process 

o Budget processes that are transparent and hierarchical tend to promote fiscal 

discipline 

o FIAG wanted to promote a more collegiate budget process that was different from 

Westminster. 

o Some have suggested that the budget process be responsive to the extent of the 

current budget difficulties. 

o This issue would become significantly more important were Scotland granted a 

greater degree of fiscal autonomy. 

o The penalties for not passing a budget in time for the next fiscal year would create 

difficulties, but are not draconian. This is to the advantage of minority 

governments. 

o Stage 1 has been largely unsuccessful. There is a strong case for replacing it with 

a continuous process which is not at the mercy of the timing of UK Spending 

Reviews and Scottish elections. 

o This new process would include a plenary debate held once during a parliament at 

a time when the government can both be tested against its stated strategic 

objectives and when it is still possible to influence its spending priorities before the 

next election. 

o This new continuous process would involve ongoing collection and appraisal of 

relevant financial information and its distribution to subject committees. This should 

also make the Stage 2 process more effective. 

o Support to the process might be provided by SPICE and/or the budget advisers. 

The funding might not have to come entirely from the Parliament. 

o The process would establish links with Audit Scotland and possibly the Scottish 

Futures Forum. 

o The timing of Stages 2 and 3 cannot be substantially changed. If the scrutiny 

processes are to be made more effective, the subject committees will have to work 

more efficiently. They will be aided in doing so, if there are able to use the 

additional resources described above. There might be a case for embedding the 
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guidance to subject committees within the written agreement between the Finance 

Committee and the Scottish Government, so that subject committees are clear 

what is expected of them before the process starts. 

o Mainstreaming financial scrutiny would also require subject committees to give 

such activity higher priority. 

o The Finance Committee should continue to be the lead committee for purposes of 

budget scrutiny 

o The issue of making the budget process more popular with MSPs, the media and 

the community might usefully be addressed in the review. 

o More financial assistance should be available to those constructing alternative 

spending proposals, but until more is known about their popularity, it seems 

unnecessary to change the budget timetable. 

o There should be no need to change the timing of Stage 3. 

o A balance always has to be struck between fiscal discipline and the inclusiveness 

of the budget. In present circumstances, at Stage 2, increases in spending in one 

area cannot be made without reductions elsewhere. This constraint may make 

participants in the process feel powerless. For example, it would be difficult to 

understand this constraint from the perspective of an external body interested in a 

cross-cutting issue.  

o This argument suggests that there is a real need for a replacement for Stage 1, 

where issues are treated in a more strategic fashion. 
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REVIEW OF THE BUDGET PROCESS1

1.1. The Scottish Parliament is carrying out a review of the budget process over 

the next few months. This will be led by the Finance Committee. In the 

course of this review, the Finance Committee will examine: 

• the principles underpinning the way each phase that the budget process is 

managed;  

• the timetable for scrutiny and the opportunities for evidence to be taken;  

• the relationships between subject committee scrutiny and the Finance 

Committee’s role, including the means by which alternative spending 

proposals can be considered; and  

• the resources available to support financial scrutiny 

1.2. The Finance Committee has issued a Consultation Paper which refers to the 

report of the Financial Issues Advisory Group (FIAG), which was influential in 

shaping the budget process of the Scottish Parliament. Its recommendations 

were endorsed by the Consultative Steering Group on the Scottish 

Parliament (CSG), which argued that they were: 

 

“designed to provide the Parliament with the opportunity to scrutinise the 

Executive's expenditure proposals and to monitor the financial performance 

of the Executive, whilst at the same time providing the stability and flexibility 

needed by those responsible for spending public money”2 

Some of the discussion in this paper will focus on whether FIAG’s aspirations 

for the budget process have been fulfilled. 

1.3. The Finance Committee consultation asks for specific comments in relation 

to aspects of the budget process. These are: (a) the three separate stages of 

the budget process and (b) the resources available to support parliament in 

its scrutiny of the budget. In what follows we examine each of these in turn. 

                                                 

1 For a summary review of the process see: Burnside, R. Guide to the Scottish Budget

2 Consultative Steering Group Report (1998) Annex 1
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But we begin with a discussion of general issues in relation to budget 

processes. 

 

 

2. BUDGET PROCESSES: SOME GENERAL ISSUES 
2.1. What is a “good” budget process? 

There is no textbook definition of the “ideal” budget process. FIAG adopted 

a set of principles which it thought the budget process should embody. Its 

view was that the budget process should be designed: 

• to help maximise the cost effectiveness of the expenditure under the 

Scottish Parliament's control; 

• to provide the information which the Parliament needs to make properly 

informed and timely decisions and to judge the probity and wider value of 

the actions of the Executive; 

• to provide the Scottish people with understandable, consistent, relevant 

and timely information; and 

• to contain the overhead and compliance costs associated with the 

procedures. 

2.2. These principles do not say much about fiscal discipline, the perennial 

problem of national government and those sub-national governments 

which have substantial powers to control taxation and spending. FIAG 

clearly wanted to distance itself from the strong fiscal discipline exerted by 

the Treasury in respect of the UK economy. It argued that: 

“the Westminster system has not succeeded in promoting a 

constructive discussion of budgetary and expenditure priorities or a 

sensible dialogue between Executive and Parliament … As a result, the 

UK Parliament has no meaningful input and the approval of expenditure 

is made ex post facto.” (FIAG Report para 3.7). 

2.3. FIAG criticised the lack of detailed scrutiny of the budget by the UK Parliament 

and its failure to focus parliamentary debates on expenditure proposals rather than 

on general policy (FIAG Report para 3.10). But FIAG endorsed the UK system of 

parliamentary control of government spending through budget procedures. This 

system was accepted and implemented in the Scottish budget process. (FIAG 
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Report para 3.12) 

 

2.4. To distance the Scottish Parliament from Westminster practice, FIAG clearly felt 

that a greater degree of dialogue between the executive arm and parliament would 

be desirable. The implication is that greater dialogue will increase the Scottish 

Parliament’s involvement in budget decisions. Indeed, the FIAG proposals for 

Stage 1 suggest: 

“Stage 1 consideration should include the opportunity for public input 

through subject committees. Local authorities and public spending 

bodies should have the opportunity to comment as part of this process. 

(FIAG Report para 3.22) 

2.5. Such considerations clearly have merit in that transparency of the budget is 

increased through wider public involvement. If this greater public input resulted in 

significant change to budget outcomes, the average Scottish elector might want to 

know how far the budget outcomes reflect his/her preferences rather than 

sectional interests which make a convincing case to subject committees. If it were 

true that a broader-based budget process distorted outcomes in favour of sectional 

interests, then the public might argue for strengthening the budgetary role of the 

executive arm on the basis that its spending proposals had been tested through 

the ballot box. 

 
2.6. A related argument is put by Alesina and Parotti3, who suggest that fiscal 

discipline is enhanced by strengthening the role of the executive branch vis-a-vis 

the parliament and of the Treasury Minister vis-a-vis the rest of the executive 

branch. In describing budget procedures, they argue that: 

"Hierarchical" institutions are more likely to deliver fiscal discipline, 

but on the other hand, they have a tendency to produce budgets that 

are tilted in favor of the majority. "Collegial" institutions have the 

opposite features. They guarantee the rights of the minority and 

emphasize "checks and balances," moderation, and compromise but 

may delay the implementation of "tough" fiscal adjustments when 

needed. (P 402) 

                                                 

3 Alesina, A. and Perotti, R., “ Fiscal Discipline and the Budget Process”, American 

Economic Review, 86,2, pp 401-407 
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2.7. The FIAG proposals suggest that the Scottish Parliament should follow a more 

“collegial” approach than Westminster. Alesina and Parotti argue that a more 

“hierarchical” structure is required when fiscal discipline is necessary. 

 

2.8. Taking this argument a stage further, Alesina and Parotti4 argue in favour of 

making the budget process responsive to the fiscal situation. They suggest 

that when fiscal problems are pressing, a hierarchical procedure is 

implemented, where the power of the executive arm is strong. On the other 

hand, when the fiscal environment is relatively benign, a more collegiate 

approach, (i.e. similar to that proposed by FIAG) is more appropriate. In 

their model, the decision as to which regime to apply is triggered by the 

ratio of government debt to GDP. In Scotland, since the government does 

not have the power to issue debt, the trigger could relate to the size of the 

real increase in grant coming from Westminster as a result of the spending 

review. 
 

2.9. Another perspective on this is that budget processes are more likely to 

allocate public resources efficiently if there is an effective challenge 

function in place. In a hierarchical system, that is often provided internally 

by a body such as HM Treasury, In a collegiate system, such as the US, 

an external challenge function is provided by the Congressional Budget 

Office. 
 

2.10. The key aspect of these challenge procedures is that budgets brought by 

the executive arm are contestable. If the Treasury or the legislature can 

credibly threaten to amend or reject budget proposals, then spending 

ministers are much more likely to allocate resources fairly and efficiently. 

These threats do not necessarily need to be acted upon: the existence of 

the threat is the discipline device. This discussion will be of relevance 

when we come to discuss alternative spending proposals. 
 

2.11. At present, the revenue available to the Scottish Government is highly 

predictable on an annual basis. Spending allocations can be made in the 
                                                 

4 Alesina, A. and Perotti, R., (1996) “Budget Deficits and Budget Institutions”, 

International Monetary Fund, Fiscal Affairs Department 
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knowledge that funds are available to support expenditure up to the 

allocated budget. The Public Finance and Accountability Act (2000) 

prevents the Scottish Government from spending more than the allocation 

by the UK government to the Scottish Consolidated Fund. Therefore, given 

that the Scottish Government's proposals allocate the full Treasury grant to 

its spending priorities, any proposals to increase spending by the 

Parliament (or other bodies) mean that spending must be cut from other 

programmes.  
 

2.12. Whether modifications of the Scottish Government’s budget proposal actually 

occur depend not only on the political configuration of the Parliament but also on 

the mechanism for bringing forward alternative spending proposals. Since losers 

tend to object more to cuts than winners support increased spending, a 

two-stage process where the government makes a proposal that is then 

modified by the Parliament may not command popular support. This might 

make politicians reluctant to press for budget amendments unless they 

could make savings in areas where those who would lose are, for some 

reason, less able to object. An example might be that the main 

beneficiaries from a road building programme might be future generations. 

They cannot contribute to current budget processes. Thus proposals to 

increase spending in some areas might be proposals for reductions in the 

road building programme. 
 

2.13. On the other hand, a process which more involved Parliament in the 

formation of initial (Stage 1) proposals might command support among 

those who believe they could benefit. But any such mechanism has to be 

made consistent with overall fiscal discipline and with parliamentary 

timetables. Such a process is consistent with the idea that the budget is 

contestable, which is mentioned in para. 2.10. 
 

2.14. If Scotland were granted an increased level of fiscal autonomy or if it invoked its 

power to vary the rate of income tax, revenue streams would no longer be 

predictable. Greater uncertainty would favour a more hierarchical budget process. 

This argument is relevant if this review of the budget process is to be robust to 

changes in Scotland’s fiscal arrangements. 

 

2.15. Another argument concerns the budget and minority government. Minority 

government increases the probability that the budget bill will not pass 
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through Parliament by the beginning of the financial year. While this has 

never happened, the emergency arrangements under the Public Finance 

and Accountability (Scotland) Act 2000 would then be invoked. To quote 

the Act  

“Until there is in force a Budget Act authorising that use of resources for 

the current financial year—  

(a) any purpose for which the use of resources was authorised for the 

previous financial year by Budget Act shall be taken to be a purpose for 

which the use of resources is authorised for the current financial year, and 

(b) the use of resources for any purpose for each calendar month of the 

current financial year must not exceed whichever is the greater of - 

(i) one-twelfth of any amount authorised in relation to that purpose by 

Budget Act for the previous financial year, and  

(ii) the amount of resources used for that purpose in the corresponding 

calendar month of the previous financial year; “ 

 

2.16. Effectively the penalty for not passing a Budget Bill is that public services will be 

funded on the same budget the previous financial year, unadjusted for inflation. 

Services whose within-year funding varies significantly (e.g. winter road 

maintenance) will be further disadvantaged by the provision that spending should 

be the lesser of one-twelfth of the previous annual allocation and the amount spent 

under this programme in the previous financial year. 

 

2.17. For minority governments, an important issue is the political cost that they might 

bear for failing to ensure that a budget is passed in time for the next financial year. 

This cost is likely to be greater, the larger is the “budget crisis” that such failure 

brings about. FIAG was anxious to avoid such crises: hence its intention was that 

public services could largely continue their business in the absence of an agreed 

budget. Because the political cost of not passing a budget bill before the start of 

the next financial year is not cataclysmic, minority governments are more likely to 

be able to retain power.  This helps minority governments whose ability to 

successfully guide a budget bill through Parliament is less than a majority or 

coalition government, other things being equal.  

 

2.18. Note also that it may not be the minority government whom the electorate may 

blame for the failure to successfully proceed with a budget bill. Other parties may 

be held responsible: the political dynamic of such a situation is unpredictable.  
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2.19. Minority governments may have to make accept amendments from other 

parties to ensure that the budget bill is enacted. While this process will lead 

to successful amendment of the budget bill, it is not perhaps what FIAG 

envisaged when it recommended a more open budget process. This 

review might consider mechanisms to ensure that the evidence base 

(including costs and strategic justification) for such amendments is 

presented to Parliament in a coherent and timely fashion. 

 
2.20. Following these general remarks, the following sections examine the three stages 

of the budget process in turn. 

 

 

3. STAGE 1 
3.1. The review of the budget process invites comments on the following aspects of 

Stage 1 

• The current arrangements 

 What contribution does Stage 1 make to the scrutiny process? Should 

Stage 1 continue to take place in Spending Review years only? Should 

the Budget Process be linked to the UK Spending Review in this way? 

3.2. FIAG and the Consultative Steering Group (CSG) of the Scottish 

Parliament intended that Stage 1 would involve:  

(a) A discussion of “strategic priorities for the following financial year 

(b) Consultations with the people of Scotland. FIAG expected that a review 

of strategy and priorities would enable interested parties such as local 

authorities and pressure groups to make their case to the relevant subject 

Committee. 

 

3.3. The original intent was that Stage 1 would be carried out on an annual 

basis. However, at the UK level, strategic priorities are set by the Spending 

Review, which occurs every two years.  Spending reviews set the course 

of the Scottish budget for a three-year period.  Thus there was little point in 

having an annual strategic review.  In 2005, following the revision of the 

Written Agreement, the timing of Stage 1 was adjusted to coincide with 

Spending Reviews. Further difficulties arose when the Spending Review 

timetable changed to odd numbered years, causing it to clash with the 
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Scottish elections. On present plans, there will be a five-year interval 

between the last Stage 1, held in 2004, and the next, which is likely to 

occur in 2009. 

 

3.4. Similar difficulties will arise in 2011 if another Spending Review is released four 

years after the September/October 2007 review, since it will again be published a 

few months after the next Scottish election. This leaves the party or coalition in 

power effectively having to make very decisions about its three-year spending 

programme by November in order to meet the Scottish Parliament’s timetable for 

the next budget. This is highly unsatisfactory. In addition this schedule means that 

there is inadequate opportunity for wider involvement in the budget process. As 

has already been mentioned, the FIAG report strongly emphasised the desirability 

of a more transparent budget process in Scotland compared with Westminster. 

 

3.5. My conclusion is that, irrespective of the timing of the Spending Reviews, 

Stage 1 is not operating satisfactorily. This is unfortunate since its absence 

impedes Parliament’s ability to discuss the strategic directions being 

followed by government. Following the earlier discussion, the increased 

transparency which would follow from a successful Stage 1 would both 

strengthen the budget process and is likely to increase the electorate’s 

awareness of, and engagement with, the political process in Scotland.  
 

• Alternative arrangements 

Is there a viable alternative to the current Stage 1 arrangements that 

would allow a strategic examination of future spending priorities? 

3.6. One approach is to focus the Stage 1 process on the overall aims and 

objectives of the executive arm’s strategy. In terms of the present Scottish 

Government, this would imply testing outcomes and proposals against its 

“purpose” and “strategic objectives”. In terms of the previous 

administration, the “partnership agreement” might have been the 

appropriate reference point for Stage 1 scrutiny. Different administrations 

have different styles in respect of the published level of detail of their 

planned programmes. The Parliament might take a view about the 

minimum amount of detail that, in its view, would be consistent with 

adequate Stage 1 scrutiny. 
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3.7. FIAG’s conceived of the budget as a series of events rather than a 

continuous process. However, strategic direction seems such a vital aspect 

of budgetary policy that it cannot be subject to the vagaries of the 

parliamentary timetable. An alternative is therefore to make Stage 1 a 

continuous process. In the US, where the budget process would be 

described as “collegiate” rather than “hierarchical”, continuous scrutiny is 

achieved through the institution of the Congressional Budget Office. This 

body comments on the President’s budgetary proposals, makes its own 

economic forecasts and comments on particular policies. In 2007, it issued 

46 reports. For example, its May 2008 report on capital budgeting covers 

some ground that is common with the Finance Committee’s current 

investigation into this area. 

 

3.8. However, the cost of maintaining continuous budget scrutiny through the 

CBO is high. It is a large organisation: its budget in fiscal year 2008 is 

$37.3m and it employs around 230 people. It has its own panel of 

economic advisers and a panel of health advisers. 

 

3.9. In Scotland, a continuous Stage 1 process would mean that resources 

would be devoted on a continuing basis to scrutinising the overall 

government strategy. This would have significant advantages for the 

Parliament in raising levels of awareness of the principles underlying the 

Government’s budget strategy. 

 

3.10. However, benefits from this would only be realised if the knowledge gained 

through this process is used to test government plans through the 

parliamentary process. One way of doing this would be to schedule a 

plenary debate or series of debates midway through a government term. 

This would allow for reflection on performance thus far, while allowing the 

outcomes of the debate to influence future budgetary decisions. At other 

times, those working on the government’s strategic direction could assist 

subject committees with regular financial scrutiny, support cross-cutting 

reviews and produce regular commentary on government progress against 

objectives. 

 

3.11. Mechanisms for providing continuous Stage 1 support include: expansion 

of SPICE and/or increased use of part-time advisers along the lines of the 
12 
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current group of budget advisers. Such activities might not need to be 

funded entirely by the Parliament. External support through knowledge 

transfer funding from bodies such as the Scottish Funding Council might 

be possible. 

 

3.12. Another key linkage is with Audit Scotland. CSG recommended the 

establishment of Audit Scotland, primarily to ensure that public bodies’ 

accounts were audited in a consistent manner. However, information 

collected by Audit Scotland is not formally used to inform parliamentary 

scrutiny of the budget process. Formal or informal links between Audit 

Scotland and a revised Stage 1 process would seem to have merit and be 

worthy of exploration. 

 

3.13. A final link that might be investigated with the Scottish Futures Forum. This 

organisation has very much a participative emphasis, and promotes blue 

sky thinking. It may be helpful to try to tie this approach into the strategic 

discussions that might be had round a revised Stage 1. One of the 

members of the Finance Committee (Alex Neil) is on the board of directors 

of this organisation.  

•  Founding Principles  

How do the current arrangements fit with the key principles of the 

CSG and FIAG?  

3.14. The current contribution of Stage 1 to the budget process is limited due to 

timing constraints. Its contribution is significantly less than envisaged by 

FIAG.  The current principles underlying Stage 1 are consistent with those 

of FIAG and CSG: they just don’t work in practice. 

 

 

 

 

 

13 

http://www.scotlandfutureforum.org/


FI/S3/08/16/2 

4. STAGE 2 
 
4.1. In respect of Stage 2, the review seeks answers to the following questions: 

• The time available for subject committee and Finance Committee scrutiny  

• Working within the constraints imposed by the UK government budget 

timetable and the need to pass the budget bill by the end of the financial 

year, what is the best way to organise scrutiny of the Scottish Government’s 

Draft Budget?  

4.2. The annual timetable for the budget process is shown in Table 1 below. 

This has not operated in full since 2004. If Stage 1 was removed from the 

annual cycle, then the timetable could be altered to provide additional time 

for Stages 2 and 3. However, it is not clear that a large amount of free time 

could be made available as a result. The key constraint would be whether 

Stage 2 could be brought forward before September. This would require 

earlier publication of the draft budget. If July and August are impossible 

due to the summer recess, then a June publication might initiate the 

process. Not only might this run into difficulties with the UK timetable, the 

process would still be likely to stall during the summer recess and hence 

little additional time would be gained. It follows that if the time available for 

the budget process cannot be extended, then more efficient use must be 

made of the available time if budget scrutiny is to be improved. 

Table1: Timetable of the Scottish Budget process 
(Stage 1: 

Spending Review 

Years only) 

 

Date Process 

Mar/Apr:  Publication of Annual Evaluation Report  
Finance Committee oversees consultation process with 
subject committees 

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

June: Finance Committee Reports to Parliament.  
Parliament debates this Report  

Stage 2  
September: Executive publishes draft Budget and Spending Plans  

Subject committees examine and send reports to Finance 
Committee Finance Committee considers draft budget and 
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may propose alternative 
December: Finance Committee Report;  

Mid Dec.: Parliament debates Report  
January: Scottish Government produces Budget Bill (having 

considered Parliament's recommendations) 
Budget Bill Goes Through Legislative Process 
 

4.3. From para 4.2, it is clear that there are difficulties associated with adding extra 

time to the budget process at either end. The question then is whether existing 

time can be used more efficiently. If the guidance to subject committees was 

formalised, perhaps by becoming part of the Written Agreement between the 

Finance Committee and the Scottish Government, then subject committees would 

not need to wait un til the guidance is published (as some have done in the past) 

before initiating scrutiny. Again this can be aided by the timely provision of 

information by the Scottish Government, ready appointment and availability of 

budget advisers and willingness on the part of the subject committees to prioritise 

budget scrutiny. It could also be aided by the provision of the extra resources for 

Stage 1 that were discussed in para. 3.5. The argument is that additional support 

for Stage 1 would mean that committees would already be briefed on the strategic 

issues when Stage 2 begins. Perhaps some co-ordinating group could be set up 

involving clerks, SPICE and budget advisers to ensure clear flows of information to 

the committees and between them. Staff involved with the Finance Committee 

might be expected to take a lead in this process. 

 

4.4. Stage 2 is where more detailed scrutiny of draft budget proposals takes 

place. This will not be possible unless relevant information, both for the 

budget proposals and for actual spending in past years, is available to 

relevant committees on a timely and consistent basis. 

• What is the best way to deal with any delays in future UK Spending 

Reviews?  

4.5. Delays in future UK Spending Reviews cannot easily be anticipated. However, if 

there were overwhelming reasons to expect a delay, the Scottish Government 

might produce a contingent budget that would be based on best estimates of the 

likely grant from Westminster given the economic situation and likely Barnett 

consequentials. The Parliament would have to accept that the draft budget would 

require to be amended when information from the Spending Review did become 

available. The Scottish Government might give an indication which budgets might 

be cut in the case of the allocation being less than expected and which might be 

expanded if there was an underestimate. (Also note the discussion of the case that 
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Spending Reviews continue to follow a two-year cycle based on the timing of the 

last published review in paras 3.4 and 3.5) 

 

• What should be the balance of responsibility between the subject 

committees and the Finance Committee? 

4.6. Parliament should have a single point through which its response to the 

government’s budget proposals is focussed. The most obvious location for 

this is the Finance Committee. Sharing this responsibility could lead to 

dilution, reduced effectiveness and loss of fiscal discipline. This places a 

particular responsibility on the members of the Finance Committee relative 

to those on the subject committees. On the other hand, this arrangement 

places a duty on subject committees to respond in a timely and consistent 

way to the Finance Committee. 
 

• Is the time currently available for subject committee and Finance Committee 

scrutiny adequate?  

4.7. Given the importance of the budget process to Scotland and to the 

Parliament, there is a strong case for increased scrutiny. However, given 

the argument in para 4.2, it may not be possible to increase the overall 

time for scrutiny. This implies that scrutiny may have to be more intensive 

and more efficient while staying within the same timetable. I have various 

suggestions to assist with this that are contained in other responses. 

• If not, the Committee would be interested to hear views on how much extra 

time should be set aside, and how that might be done, taking into account 

the constraints detailed above. 

 

4.8. The process might be made more efficient by having more resource 

available to the Parliament dedicated to the budget process. This could be 

used to support a revised Stage 1 process, but also to aid scrutiny within 

Stage 2. In particular, it could be used to provide background information 

on trends and developments in spending relevant to each of the subject 

committees. 
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• The time available for plenary debate  

• Whether time should be set aside for more plenary debates alongside 

committee scrutiny? 

4.9. It is not clear how such debates would advance the process of progressing 

the budget. Perhaps a more important issue is that of raising the profile of 

existing budget debates. To quote one member of the committee: 

“It is also worth noting the low level of interest that is generally 

accorded to a process of such importance—not just by MSPs but 

by the media and the wider political community. There is 

something wrong when the spending of more than £30 billion 

seems to attract so little scrutiny both outwith and within the 

Parliament.” (Derek Brownlee talking in the Stage 1 Debate 

2007) 

There is a strong case that this review should direct some of its attention to 

this issue, since interest in the budget debate would seem to be an 

essential prerequisite for transparency of the budget process. 

4.10. Additional plenary debates might have a role in increasing public 

awareness of budgetary issues, but there are perhaps other, more 

innovative ways of achieving this objective that the Committee might wish 

to explore. 

• If so, what form should any extra debates take?  

4.11. There would be a strong case for timetabling additional plenary debates if 

a revised Stage 1 process was put in place to review the government’s 

performance and strategic plans. 

 
• Rationalisation of debates  
 

• Should this practice of rationalising the two debates (on the Finance 

Committee’s Report and Stage 1 of the Budget Bill) be continued in future 

years? If this was applied to a “normal” Spending Review year, then it may 

allow some extra time for subject committee and Finance Committee 

scrutiny.  
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4.12. Rationalising the debates on the Finance Committee report and on Stage 1 

conflates two different parts of the budget process. The Finance 

Committee report is a response to the draft budget, and the Scottish 

Government would not be able to respond to the Finance Committee’s 

recommendations before the Budget Bill is published.  

 
• Alternative Spending Proposals  

 
• Do the scrutiny process and the timetable allow for sufficient opportunity to 

consider any alternative spending proposals?  

4.13. There is a balance to be struck between assisting the consideration of 

alternative spending proposals and the need to put the budget bill in place 

before the financial year begins. Clearly, provision of timetabled time and 

additional resource for alternative spending proposals makes such 

proposals more likely. Subject committees may well need to set aside 

additional time to more fully discuss alternative spending proposals. But in 

respect of the Finance Committee and plenary debate, it may be worth 

evaluating how many proposals come forward before providing more time 

for scrutiny. 

• Does the system provide an appropriate balance between a desire for 

budgetary stability and an opportunity to influence change?  

4.14. See my remarks in Section 1 regarding fiscal discipline 

• Formal Guidance – although alternative spending proposals have usually 

been mentioned in the Finance Committee’s “Guidance to Subject 

Committees” and in the Written Agreement, there is no detailed, formal 

guidance on their format. As part of this review, should guidance be 

developed or should there be something more binding?  

4.15. There is a strong argument that subject committees should respond to the Finance 

Committee in a consistent fashion since this means that their proposals will be 

treated consistently. Thus, for example, it is not possible to be even-handed when 

committees adopt different approaches to making proposals to amend the budget, 
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such as suggesting that savings are made from outwith its remit. 

 

4.16. Hence there is a clear argument for formal guidance. It is also worth investigating 

whether time-savings could be made if the guidance was fixed from year-to-year, 

so that subject committees would have a clear idea from the outset of what was 

expected of them by the Finance Committee. 

 

• Resources –the Committee would be interested in views on how the impact 

of any proposals can be adequately assessed by Committees and whether 

sufficient resources are available to support this?  

 

4.17. Alternative proposals cannot be adequately assessed by committees, because 

they are unlikely to have access to all of the information sources required to 

assess costed proposals. Availability of more resources to facilitate access to such 

information would help both the formulation and assessment of alternative 

spending proposals. (See my other remarks on additional resources). 

 
• Founding Principles  

• How do the current arrangements fit with the key principles of the CSG and 

FIAG?  

4.18. Perhaps the members of CSG and FIAG would be disappointed with the level of 

parliamentary and external involvement with the budget process. Two of the key 

impediments to achieving these aims are: (1) the low profile of the budget process 

as a whole and (2) the inadequacy of the resources available to the parliament to 

respond in a measured way to the different stages of the process. 

 

4.19. The question of whether there should be additional plenary debates hinges on the 

value of such events. Would they help progress the budget? At present the 

Finance Committee can propose alternative spending proposals. Would it be the 

case that one plenary would be insufficient to deal with this? 
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5. STAGE 3 
5.1. In respect of Stage 3, the review seeks answers to the following questions: 

• Time available 
 

• Whether there is sufficient opportunity earlier in the process for Parliamentary 

influence on the budget, thereby allowing the assumption that Stage 3 should be a 

short formal process to continue?  

5.2. My earlier remarks suggest that the notion that Parliament should be able to 

influence the budget has negative as well as positive aspects. Where fiscal 

discipline is an important issue, Parliament’s influence may not be benign. 

However, there are very strong arguments that the budget process should be 

transparent and contestable. A re-establishment of Stage 1 and additional 

resources to support Stage 2 scrutiny would, if successful, allow Stage 3 to 

continue as a short formal process. 

• Do the processes strike the right balance between a desire for budgetary stability 

and allowing reflection and opportunity to influence change?  

5.3. See my earlier remarks on fiscal discipline. If the fiscal picture is relatively rosy, 

there is much to commend the collegial approach with greater involvement from 

Parliament and third parties – though one must ensure that the process is not 

“captured” by specific interest groups. If spending has to be tightly constrained, 

then a more hierarchical approach is likely to be required. 

 

6. ADVICE AND RESOURCES AVAILABLE TO SUPPORT BUDGET 

SCRUTINY 
6.1. In respect of advice and resources available to support budget scrutiny, the review 

seeks answers to the following questions: 

• The current system  

How well does the current system of budget advisers for individual committees operate 

in practice?  

6.2. This was the first year that each subject committee appointed an adviser. The 

budget process for this financial year was extremely difficult for a number of 

reasons such as the late arrival of the Spending Review; the difficulty of obtaining 
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information and the uncertainty as to what the “concordat” with local government 

meant for budgetary scrutiny. Having said that: 

o The advisers worked together well as a group 

o They appear also to have interacted well with their respective committees 

o Groups of them met together on four occasions to discuss aspects of the budget 

process 

o These meetings also involved the clerks, who found the interaction very positive 

o Looking forward to next year, we would hope that with more information available, 

and a less frenetic timetable, there will be more opportunity for interaction during 

the scrutiny process so that there is more exchange of information at this critical 

time. 

• Mainstreaming financial scrutiny  

What would be the resource implications be if subject committees were to “mainstream” 

financial scrutiny in their inquiry work throughout the year?  

 

6.3. A minimalist way to resource the “mainstreaming” financial scrutiny would be to 

put subject committee budget advisers on longer contracts. This would be 

relatively inexpensive. However, there are other resource implications: subject 

committees would have to meet more frequently or give up some activities in order 

to do more financial scrutiny. 

 

6.4. A slightly more elaborate approach would be to invest some additional resources 

in the co-ordination of the activities of budget advisers. This might not only result in 

subject committees following a more uniform approach to financial scrutiny, it 

might also help with the analysis of cross-cutting issues – a perennial problem for 

subject committees and the Finance Committee. 

• Additional resources  

6.5. The issue of additional resources for financial scrutiny is central to this current 

review of the budget process. FIAG did not substantially consider this issue. In a 

sense, the budget is moving into new territory where it is confronting the fact that 

the aspirations to have an open and collegial budget process cannot be achieved 

at zero cost. 

 

6.6. There is little point in being prescriptive about how precisely additional resources 

might be applied to the existing system. The most obvious approach would be to 

build on the expertise that already exists within SPICE and the budget advisers. 
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How precisely this might be taken forward would require a detailed assessment of 

the cost-effectiveness of different models. One way to assess this might be to take 

a more detailed look at the systems that exist in other parts of the world. 
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ANNEXE 

Annexe: Note by the clerk  

Follow-up meetings with Budget Advisers 18 and 25 April 2008 

Introduction 

1. The purpose of these meetings was to seek views on the budget 
process from budget advisers to subject committees and to determine 
whether any lessons can be learned for the budget process in future years. 
The outcomes of these meetings could then be fed into the Finance 
Committee’s review of the Budget Process.  

Purpose of Budget Scrutiny 

2. The groups felt that the fundamental question of what the purpose 
should be of budget scrutiny needed to be addressed before it could be 
determined what a revised process should look like and what resources 
should be devoted to it.  The questions were whether the process should 
focus on changing the budget or whether it should focus on testing and 
challenging it and whether to examine what money is being spent on or how 
effectively it is being spent.   

Focus of budget scrutiny 

Stage 1 
3. If the view were taken that committees should take on more of a testing 
or challenge function, then it was considered that the budget process might 
have to take on a different focus.  The group recognised that Stage 1 of the 
process had originally been set up to take a strategic view of the Scottish 
Government’s priorities but believed this had not worked well, particularly as 
there had been no Stage 1 since 2004 (although the group appreciated the 
rationale at that time for changing the process).   

4. However, the groups believed that there should be some way of 
undertaking a strategic appraisal of the budget, albeit that it might not take the 
form of a formal stage in the budget process.  The issue was discussed of 
whether committees could be encouraged to “mainstream” financial 
consideration into any inquiries they were undertaking (this was something 
that the Session 2 Finance Committee recommended in its legacy paper). 

5. However, the group recognised that there could be some practical 
difficulties with “mainstreaming” financial scrutiny as outlined above.  
Committee inquiries focus on specific issues and therefore, while it may be 
possible to make budgetary recommendations in the particular area covered 
by the inquiry, it may not have been possible to examine other parts of the 
budget within the committee’s remit. In addition, overall priorities generally cut 
across more than one budget head and as past Finance Committee reports 
have commented, it can be very difficult to identify the level of resources 
applying to cross-cutting priorities.   Also, if committees want to look at how 
money has been spent, then they will require baseline information and the 
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Scottish Government would need to produce something akin to the Annual 
Evaluation Report to provide such information. 

6.   In addition or as an alternative, a suggestion was made that subject 
committees could examine the new National Performance Framework by 
choosing a particular subject area and questioning the Scottish Government 
on whether it is achieving the outcomes set out in the Framework. 

7. Such work could take place between March and June, with plenary 
debates to supplement the strategic work carried out by committees.  It was 
suggested that rather than undertaking anything on an annual basis, this 
“strategic challenge” work could take place in year 2 of the four year 
Parliamentary session.  The rationale for this was that any significant changes 
in policy usually require a long lead-in time and that if Parliament was of the 
view that there should be a redirection of policy/priorities there would be 
sufficient time for the Scottish Government to do this.    

Stage 2 
8. It was suggested that scrutiny of the Draft Budget could concentrate on 
checking that resources are being put into the Scottish Government’s stated 
priority areas.  The group felt that if the focus on budget scrutiny were to shift 
in this direction then it was questionable whether asking committees to come 
up with alternative spending plans would still be relevant.   

9. In addition, a question was raised as to whether it was realistic to expect 
subject committees to come up with precise alternative spending proposals, 
costing increases and subsequent decreases, particularly as it would be 
difficult ever to have the level and breadth of detailed information required.  It 
was noted that the alternative proposals put forward by the Finance 
Committee in the 2008-09 process did not seek to identify areas from which 
savings could be made and instead, it was left to the Scottish Government to 
cost the proposal and corresponding savings.     

Other issues 

10. The group also considered the process of scrutiny in the context of 
Single Outcome Agreements.  It noted the Finance Committee’s 
recommendation that local authorities should be required to produce a 
statement explaining any significant changes in expenditure patterns and the 
Scottish Government’s response that this type of reporting would not be 
appropriate as the focus should be on securing outcomes.  It also noted that 
the Scottish Government was in discussion with COSLA with a view to 
identifying baseline data for the indicators and targets that are applied to local 
authorities.  It was suggested that any review of budget scrutiny would need to 
take account of the impact of Single Outcome Agreements. 

Resources 

11. The group considered that the fundamental questions about the system 
of budget scrutiny needed to answered before the resources required could 
be determined.  For example, if committees were to mainstream financial 
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considerations into their inquiry work, then additional resources would 
certainly be required.  However, the Parliament would also need to consider 
whether it wants to focus its scrutiny on looking at what the money is being 
spent on (is the Scottish Government doing the right things?) or  on looking at 
how the money is being spent (is the Scottish Government doing what it says 
it is?).  The answer to this question would help to determine what information 
and resources would be required given that there would be a clear distinction 
between (a) provision of figures and interpretation of those figures and (b) 
advice and information in order to analyse particular policy areas.  

‘Challenge’ function   

12. At Westminster, the challenge function essentially sits with the Treasury.  
However, the Treasury Select Committee does have influence in making the 
Government account for its expenditure.  In addition, a body like the Institute 
for Fiscal Studies is generally recognised as an independent expert and its 
publications do contribute to the debate and to Parliamentary and 
Government thinking.  It was noted that there was not the same “think tank” 
community in Scotland. 

13. The Congressional Budget Office performs the challenge function in the 
US and (unlike the Treasury) it is situated outside Government.    

14. In looking at these issues, consideration would have to be given to what 
additional evidence could be provided, given that budgetary information is 
held by the Scottish Government and evidence is generally based on that 
information.  One suggestion was that academics could perhaps have access 
to wider information such as datasets held at a UK level but not in Scotland 
which could assist in the scrutiny process.  However, another view was that 
budgetary assistance should be funded and housed within the Parliament, 
supported both by independent advisers and SPICe.   

Budget Revisions 

15. One of the groups also considered the issue of in-year budget revisions.  
Apart from detailing any in-year transfers, these revisions allocate any 
additional money arising from ‘Barnett consequentials’.  It was felt that 
because of the potential significance of these consequentials that there 
should be additional scrutiny (currently these are only examined by the 
Finance Committee and Subordinate Legislation Committee).  This additional 
scrutiny could be carried out through the relevant subject committees 
(although the group appreciated that as these revisions are Statutory 
Instruments and therefore have to be scrutinised with a defined period then 
there could be some issues of timing) or though additional Parliamentary 
debating time.    
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Submission from CIPFA 
 
1.0 GENERAL COMMENTS 
 
1.1 Parliamentary scrutiny of Government finance is a vital part of its role in 
holding the Government to account. This is because ultimately weaknesses in 
financial and performance management will lead to failures in formulating and 
implementing Government policy. The work of select committees is the most 
important way in which Parliament carries out its financial scrutiny. 
 
1.2 The defined purpose of financial scrutiny1 is : 

 To make Government’s financial decisions transparent 
 To give those outside Parliament the opportunity to comment 
 To have the opportunity to influence the Government’s financial 

decisions 
 To hold the Government, individual departments and other public bodies 

to account, thereby contributing to an improvement in financial decisions 
& management and improved value for money (VFM) in public services 

 
1.3 MSPs need to see financial scrutiny as worthwhile and this will require a 
sensible division of tasks between subject committees and Parliament itself. It is 
natural for debating opportunities on financial matters to become focused on 
general policy rather than detail. However, Parliament needs opportunity to debate 
specific expenditure items (and not just in subject committees). The detailed 
committee work should contribute to full house debates. 
 
1.4 The budget process should be seen as a key process which works best 
when both Government and Parliament co-operate within an agreed framework. It 
is therefore necessary to look at how Government works within the current agreed 
framework and for consideration to be given to improvements on both sides. 
 
1.5 In an OECD Paper entitled Budgeting in Canada2 , the author describes 
how Canada has normally implemented change by ‘piloting’ or road testing 
changes before full scale implementation and this appears to work for Canada. We 
would encourage the Parliament to equally trial any changes which evolve from 
this review prior to whole scale implementation. 
 
 
1.6 Our approach has been to focus on: 

 The resources available to support the Parliament in its scrutiny work as 
outlined in paragraph 5 of the consultation document 

 
 Providing examples from other countries which may illustrate how 

budget scrutiny can best be organized and supported 
 

 Given the necessity for both Government and Parliament to co-operate 
within an agreed framework, we have drawn attention to a number of 
improvements required on both sides 

                                          
1 House of Commons Liaison Committee “Recreating Financial Scrutiny” Second Report of Session 
2007-2008 
2 Budgeting in Canada      http://www.oecd.org/dataoecd/52/61/40140423.pdf 
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 Some wider issues which need to be considered 

 
2.0 RESOURCES AVAILABLE TO SUPPORT BUDGET SCRUTINY 
 
Options for increasing Support: Established permanent vehicles 
 
2.1 Many overseas Parliaments either use, or wish to use, independent experts 
during the budget process in order to avoid over-reliance on Government data and 
allow more independent scrutiny. 
 
2.2 Independent expert roles can typically include : 

• Determining, examining, verifying or proposing the economic 
assumptions used in the budget model (e.g. from a macro-economic 
viewpoint) 

• Costing /Verification of alternative budget proposals 
• Testing / verification of Government spending initiatives, plans or claims 

 
2.3 While the management of the economy is not a devolved matter, the 
Government’s proposals for the introduction of a local tax may result in the 
Parliament having to consider the macro-economic impact of taxation decisions in 
the future.  
 
2.4 At the moment the subject committees have been making use of 
independent advisors. Other Parliaments, including Westminster, rely on a more 
formal and permanent system of support. A clear issue in this respect is not 
whether the permanent unit is truly ‘independent’ of Government but whether its 
work is seen as, and trusted to be, completely unbiased. Such trust must be 
earned and can be easily lost. 
 
2.5 In the Netherlands3  the Central Planning Bureau (CPB) plays a key role in 
the development of the budget policy contained in the Coalition Agreements. The 
CPB is a very unique institution. It is a Government institution but is completely 
independent; it commands the trust of all political parties and the public at large. 
Prior to elections, the CPB will issue its economic forecast for the coming four 
years. All political parties use the CPB economic assumptions as the basis for 
their policy platforms. The larger political parties submit their policy platforms to 
the CPB ahead of elections for costing and to assess their economic impact. 
When new policies, or policy compromises, are being negotiated, the CPB will 
assess their impacts as well.  
 
2.6 In Norway 4 Statistics Norway is independent from the Government. Some 
of its research is requested by the Government, but most of it is done 
independently. Part of the research of Statistics Norway is funded by the Research 
Council where Statistics Norway competes with other research institutions for 
support. Since 1990, Statistics Norway is also obliged to serve political parties in 
Parliament, who can ask for calculations and model simulations of certain policy 
proposals. Such an  approach if adopted here could assist the subject committees 
to develop alternative spending proposals. 
                                          
3 Budgeting in the Netherlands   http://www.oecd.org/dataoecd/24/34/39997918.pdf 
4 Budgeting in Norway  http://www.oecd.org/dataoecd/53/13/40140177.pdf 
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2.7 Some information in Norway however continues to be provided by the 
Ministry of Finance which has a long tradition of providing objective and unbiased 
information to Parliament. Perhaps within the Scottish system, consideration 
needs to be given to the relationship which Parliament and the subject committees 
have with the Government’s Director of Finance.  
 
2.8 The ability of Westminster’s select committees to conduct effective financial 
scrutiny has been greatly increased by the establishment 5 years ago of the 
committee office scrutiny unit. It’s on a small scale compared to the Government 
accountability office in the USA and contains about 20 staff representing a mixture 
of different skills.  
 
2.9 Part of the scrutiny unit’s over-arching function is to assist select 
committees in performing financial scrutiny of Government. This includes 
reviewing departmental reports and highlighting areas that select committees may 
like to investigate further with the relevant Government department. 
 
2.10 When reviewing reports, they check for compliance with treasury guidance, 
analyse the financial information presented and review the reported performance 
against targets. They assist committee staff in drafting written questions for the 
departments, briefing MPs for oral evidence sessions or preparing committee 
reports. 
 
2.11 The establishment of the unit sought to change the nature of the advice 
required by MPs – less time would be spent merely interpreting what the 
Government’s reporting documents are saying and more explaining the 
significance of what they contain. 
 
Options for increasing Support: Training 
 
2.12 The conclusions in the paper “Recreating Financial Scrutiny” 5  was that the 
problem is not the Houses’ (Commons/Lords)  powers in financial matters but the 
ability and willingness of the Houses and members to scrutinize such matters in 
the degree of detail required to hold the Government to account.   One way of 
increasing members capacity for financial scrutiny would be make more training 
available for them. 
 
2.13     Public trust and confidence in the Parliament will increase if financial 
scrutiny is done well. Parliamentarians need both skills and knowledge to do their 
jobs well.  Skills need to be developed continually to improve performance in the 
function of financial scrutiny. MSPs must have the ability to scrutinize and 
challenge information received from the Government. Establishing scrutiny units 
like those described above will improve the knowledge of MSP’s. Such units can 
also help support subject committees prepare for evidence sessions. But 
ultimately it is the MSP him/herself who must engage in the scrutiny of the actual 
witnesses. 
 
Resources available to support Government’s own budget scrutiny 
                                          
5 House of Commons Liasison Committee Parliament and Government Finance Second Report of 
Session 2007-2008 
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2.14 Given the necessity for Government and Parliament to co-operate within an 
agreed framework, it is important to look at the resources which Government has 
available to support its own budget scrutiny. 
 
2.15 It is worth drawing attention to the findings of the Howatt Review. 6 The 
Minister for Finance and Public Service Reform appointed the group to review the 
Scottish Executive’s level 3 budgets (except local authority expenditure) to identify 
any that did not fit with the Executive’s commitments and priorities or were not 
performing well. They were also tasked with proposing action, where appropriate, 
and to identify the implications of any proposed changes. 
 
2.16 One of the conclusions of the review was that the Executive’s approach to 
financial planning needed to have a more robust challenge function, strongly 
supported by the Director of Finance.  International experience would support this 
recommendation. In the Netherlands7 for example, Government departments are 
not good at ‘volunteering’ savings. As a result the Ministry of Finance has become 
knowledgeable about departmental operations and often suggests what 
departments can do to make savings. In Sweden8 the Ministry of Finance  
challenges and queries department estimates for programmes – for example  what 
assumptions were used and how realistic they are. Departments  often over-
estimate requirements. The Ministry of Finance provides cabinet with 
recommendations on the 27 area aggregated figures as well as details of the 
departmental submissions. 
 
2.17 The SNP Government, once in power, published the Howatt review. It is not 
known to us what progress, if any, has been made by the civil service in improving 
its own internal scrutiny of the budget prior to its submission to Parliament and this 
is an area worth further investigation. 
 
3.0 EXAMPLES FROM OTHER COUNTRIES WHICH MAY ILLUSTRATE 
HOW BUDGET SCRUTINY CAN BEST BE ORGANIZED AND SUPPORTED 
 
3.1 Many of our comments below are derived from a review of various papers 
prepared by the Organisation for Economic Co-operation and Development 
(OECD). A useful reference, which the Scottish Parliament may wish to review, is 
the OECD Best Practices for Budget Transparency document.9 We would 
recommend that the Scottish Parliament Finance committee discuss the budget 
process with the OECD before finalizing any proposals. 
 
 
3.2 Our comments in this section focus on 3 areas: 

 Role of Government/Parliament 
 Time available for scrutiny 
 Public involvement 

 
Role of Government and Parliament 

                                          
6 Choices for a Purpose : Review of Scottish Executive Budgets  July 2006 
7 Budgeting in the Netherlands   http://www.oecd.org/dataoecd/24/34/39997918.pdf 
8 Budgeting in Sweden  http://www.oecd.org/dataoecd/52/60/40140332.pdf
9 OECD Best Practices for Budget Transparency http://www.oecd.org/dataoecd/33/13/1905258.pdf 
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3.3 The budget process roles, responsibilities and powers of both Government 
and Parliament vary between countries. In some countries Parliament has a strong 
direct influence on the budget process while in others there is less influence. This 
is sometimes due to the culture and nature of politics, especially in coalition 
situations where debates and discussions on spending plans and priorities can 
occur outwith a Parliamentary setting. In such a situation the Parliamentary debate 
can be short with the focus on voting. 
 
3.4 The budget process should be seen as a key process which works best 
when both Government and Parliament cooperate within an agreed framework. 
 
3.5 It should be noted that while in some countries failure of a Government to 
get its budget approved is seen as a ‘vote of confidence’ issue this is not true for 
all countries. 
 
Time Available For Scrutiny 
 
3.6 We would strongly recommend that the Parliament does not design a 
budget system and budget timeline around the CSR timing difficulties of this last 
year but instead creates a sound timetable and is prepared to adapt it by 
exception as was the case this year. 
 
3.7 We thought it might be helpful to provide some benchmark data in terms of 
the time other Parliaments allow for scrutiny of budgets. The OECD recommend 
that there should be at least 3 months for Parliamentary scrutiny10.  
 
3.8 In the Netherlands 11the annual budget consists of a memorandum 
overview and 23 budget bills (expenditure areas). MPs have two weeks to 
question ministers on spend proposals. Opposition parties can put forward 
‘shadow proposals’ but importantly these will (almost invariably) be costed by the 
Central Planning Bureau. Re-allocation between the 23 separate budget heads is 
extremely rare. 
 
3.9 Detailed scrutiny of each of the 23 budget heads is carried out by subject 
committees. Although some changes may be made within the head total figure 
these are not normally significant. Generally any proposal will be expected to state 
which other programme (within the head) is to be cut or what ongoing revenue 
source will fund it. 
 
3.10 In Slovenia 12 the Budget is set for two years on a rolling basis (i.e. it is an 
annual event).  There is a very detailed chart of accounts with some 9,000 lines of 
budget at the lowest level of authorisation. The budget is set out in both objective 
(programme/service) and subjective (type of spend eg employees) terms.  This is 
to ensure a detailed and tight control over spending and to enforce accountability. 
This however requires allowable virement rules to maintain flexibility. Subject 
committees have 10 days to suggest amendments to the budget proposals. The 

                                          
10 OECD Best Practices For Budget Transparency page 4 point 2 
11 Budgeting in the Netherlands   http://www.oecd.org/dataoecd/24/34/39997918.pdf 
12 Budgeting in Slovenia http://www.oecd.org/dataoecd/24/53/39997582.pdf 
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Finance Committee then co-ordinates and reviews the subject committee 
feedback or proposals and the budget. The Finance Committee has 5 days to 
formalise suggested amendments. The Government then tables a second budget 
which may take into account some or all of the proposals 
 
Public Involvement 
 
3.11 The degree of public involvement in the budget process differs from country 
to country and may be heavily affected by the Government rather than Parliament 
itself. 
 
3.12 In Canada 13, efforts have been made to improve the Government’s 
financial position, mainly through changes in process and control over 
Government’s own departmental budget preparation process. Included however 
was also a ‘pre-Budget consultation process’ designed to remove some of the 
secrecy surrounding the budget preparation process. This helped to 

 (a) involve the public in a ‘mature’ debate with an awareness of the 
economic and financial situation ; 
 and 
 (b) involve the Opposition. 

By consulting with Parliament and the public the main issues of contention can be 
identified by the Government and adjusted where necessary before the budget is 
considered in Parliament. 
 
3.13 In Romania 14  the Government is required to consult with the Economic & 
Social Council (CES) which consists of Government, employers associations & 
trade unions. The CES acts as a useful sounding board for policies however its 
actual influence and power is limited. 
 
3.14 Also of interest to the committee may be the OECD policy brief No 22 15. 
We have not attempted to summarise this extensive policy briefing . We would 
draw your attention to some overseas practices, which are underway to strengthen 
participation.   
 

“Phase 2 – Analysis – this stage begins once the budget has been 
presented in the legislature. At this point in the cycle, the budget is subject 
to the highest level of public scrutiny. This is the primary phase for 
legislative participation in the budget process – Parliaments will scrutinize 
the contents of the budget and depending on the political and institutional 
environment, seek to amend particular items, At this point, civil society 
organizations such as the Institute for Democracy in South Africa (IDASA) 
and the Institute for Economic Affairs in Kenya will conduct budget analysis. 
Their work seeks to demystify the inaccessible aspects of the budget for the 
general public and legislators and to highlight the underlying policy 
implications of the budget for objectives such as poverty reduction. CSOs 
often make this critique the subject of public debate by using the media and 

                                          
13 Budgeting in Canada      http://www.oecd.org/dataoecd/52/61/40140423.pdf 
14 Budgeting in Slovenia http://www.oecd.org/dataoecd/24/53/39997582.pdf 
15 Strengthening participation in public expenditure management: policy recommendations for key 
stakeholders 
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they may also form alliances and share information with the legislature in 
order to increase the effectiveness of their advocacy efforts.” 

 
“Phase 4 – performance evaluation – final phase of the cycle involves 
assessing the performance of the public services that the budget funds. The 
critical participatory element of this phase is citizens feedback about the 
quality of access to and satisfaction with the services they receive from 
Governments. One instrument to collect this information, administered by 
civil society groups or independent groups hired by the Government are 
“report cards” – surveys that focus on poor peoples experience of public 
services.” 

 
3.15 The budget is the single most important policy document of Governments, 
where policy objectives are reconciled and implemented in concrete terms. Budget 
transparency is a key element of good Government. As a consequence, the OECD 
has developed a set of best practice in this area. 
 
3.16 In its report 16, the OECD advocates the publication of a Pre-Election 
Report. This would serve to illuminate the general state of Government finances 
immediately before an election. This fosters a more informed electorate and 
serves to stimulate public debate. The OECD recognizes that the feasibility of 
producing this report may depend on constitutional provisions and electoral 
practices. Optimally, it should be released no later than 2 weeks prior to elections. 
Such a practice, if adopted in Scotland, may increase the interest in engaging with 
the Parliament’s budget process amongst the electorate. 
 
3.17 The OECD report, also recommends the issue of a long term report. This 
should assess the long term sustainability of current Government policies. It 
should be released at least every 5 years or when major changes are made in 
substantive revenue/expenditure programmes. The report should assess the 
budgetary implications of demographic change, such as population ageing and 
other potential developments over the long term (10-40 years).   
 
4.0 IMPROVEMENTS REQUIRED ON BOTH SIDES 
 
GOVERNMENT 
 
Post Scrutiny  review  
 
4.1 The Howat Review could not find strong evidence linking 
budgets/programmes to well defined outcomes and in turn SMART targets. They 
did find voluminous evidence of monitoring and measuring inputs, outputs and 
activities, some of which did not appear to be making a direct contribution to the 
project it purported to measure. This would suggest that Government itself is not in 
a position to support Parliamentary review of the effectiveness of policy 
implementation. The Howatt review did believe that significant improvements are 
possible if any future Government had greater clarity on its desired outcomes and 
priorities.  
                                          
16 OECD Budget Transparency  
http://www.olis.oecd.org/olis/2000doc.nsf/87fae4004d4fa67ac125685d005300b3/c125692700623b
74c1256a4d005c23be/$FILE/JT00107731.PDF 
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Alternative spending proposals 
 
4.2 The Howatt review  faced difficulties in assessing the implications of 
switching or reducing spend in any programme. They tried to give some indication 
of any statutory, contractual or administrative consequences that might follow from 
any switch in resources recommended. Subject committees would have to be able 
to assess the implications of switching or reducing spend if it were to develop 
alternative budget proposals.  
 
Budget Documents 
 
4.3 FIAG recommended that budgets should follow the internal structure of the 
Administration and hence align with accountable officer responsibilities. With the 
election of the SNP Government, a new structure for Government was 
implemented. The number of Government departments was cut with a series of 
simplifications, amalgamations and transfer of responsibilities.  We would simply 
pose the question whether the budget documents have been altered to align to the 
new structure of the Scottish Government. 
 
4.4 The SNP Government has set out a clear purpose for Government and this 
is supported by seven strategic objectives. In holding Government to account for 
its achievement of these objectives, budget documents will need to be presented 
in a way that enables Parliament to scrutinize the allocation of resources against 
these objectives.  
 
SUBJECT COMMITTEES 
 
4.5 Helpfully, The Centre for Public Scrutiny17 has identified a cycle of different 
types of scrutiny and review: 
 

• Policy development 
• Pre-scrutiny of a proposed policy decision 
• A process to challenge and require a rethink of a decision in 

exceptional circumstances, for example, if it is believed that 
standing orders have not been complied with 

• On-going monitoring and challenge of performance, 
implementation, financial management etc 

• Post-scrutiny review of the effectiveness of the policy and 
implementation, leading to further policy development” 

 
4.6 It is important that the work of the subject committees adequately covers 
each aspect of the different types of scrutiny. As noted in “Recreating Financial 
scrutiny”18   financial scrutiny should not be viewed as a separate aspect of 
scrutiny. In select committee work, financial scrutiny is often most effective when 
conducted in conjunction with analysis of the policies which result in the 
                                          
17 http://www.cfps.org.uk/ 
18 House of Commons Liaison Committee “Recreating Financial Scrutiny” Second Report of 
Session 2007-2008 
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expenditure and of the outcomes of that expenditure. Perhaps further clarity needs 
to be provided to the committees in terms of their scrutiny role in line with the 
Centre for Public Scrutiny’s cycle of scrutiny  definition. 
 
On-going monitoring and challenge of performance, implementation, 
financial management etc-  
 
4.7 FIAG Budgetary procedures recommended that subject committees should 
consider VFM reports that concern their area. FIAG’s view was that having subject 
committees consider VFM reports has the advantage of encouraging them to take 
responsibility for investigating performance and VFM as well as policy. While any 
subject committee in the Parliament has the power to examine VFM issues, in 
practice, such work is carried out by the Audit committee. Perhaps this practice 
needs to be reconsidered against FIAG’s budgetary procedures. 
 
Post-scrutiny review of the effectiveness of the policy and implementation, 
leading to further policy development” 
 
4.8 The Westminister select committees now have an explicit core task “to 
examine the implementation of legislation and major policy initiatives”.  For 
example, the Transport, Local Government and Regions Committee reviewed how 
the Local Government Act of 2000 is working.  The Hansard Society argues that 
post legislative review would increase the likelihood that defective legislation 
would be identified and rectified and that such scrutiny might lead to improvements 
to legislation in the first place, reducing the need for amending legislation. A recent 
example is the fall out from the Free Personal Care legislation.  
 
4.9    We pose the question about the role of the subject committees in monitoring 
and reviewing the implementation of this piece of legislation. The National Audit 
Office scrutinizes spending on behalf of the UK Parliament. Part of its work 
necessarily involves reviews which may involve an element of post legislative 
scrutiny. The National Audit Office is now assisting more select committees and 
not just the Public Accounts Committee. 
  
5.0 WIDER ISSUES WHICH NEED TO BE CONSIDERED  
 
Local Authority Spend 
 
5.1 The Accounts Commission role is to examine how Scotlands 32 councils 
and 34 joint boards manage their finances. As the Accounts Commission does not 
report to the Scottish Parliament, significant amounts of public finance are not 
subject to Parliamentary scrutiny. The Education Committee in its Final draft report 
on 04/05 budget process highlighted19 “ many of the existing targets relate more 
directly to the £3.3 billion  spent on services for education and young people 
delivered by local authorities rather than the £407m under the departments direct 
control. However, no detail is given on the £3.3bn spent within the AER”. The  
Committee recognized  the importance of protecting local autonomy but felt that 
this need not prevent a full and transparent picture of the resourcing,  delivery and 
outcome of all services 
 
                                          
19 Education committee 12 May 2004 Final draft report on 2004-05 budget process 
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PFI Contacts 
 
5.2 The Hansard Society Report20 recommends that PFI contracts should be 
subject to full select committee scrutiny and commercial confidentiality should not 
be used to block full Parliamentary scrutiny. The purpose of financial scrutiny is “to 
make Government’s financial decisions transparent”.21

 
5.3 The ongoing debate associated with PFI, points to the broader question of 
how Parliamentary scrutiny can keep pace with changes to the way Government 
operates. Consider for a moment, the Government’s “Taking Forward the Scottish 
Futures Trust” – how will the Parliament be able to undertake scrutiny of what will 
be a quasi private sector body if it goes ahead? 
 
Efficiency  
 
5.4 Interestingly, a key area for scrutiny is efficiency reporting. Consideration 
needs to be given to the role of the Parliament and the committees in scrutinizing 
progress against the efficiency targets and in fact scrutiny of the targets 
themselves is required. 

                                          
20 The Fiscal Maze Parliament, Government and Public Money, The Hansard Society 2006 
21 House of Commons Liaison Committee “Recreating Financial Scrutiny” Second Report of 
Session 2007-2008 
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Submission from the Centre for Public Policy for Regions 
 

EXECUTIVE SUMMARY 
 

 The Finance Committee’s role of holding the Scottish Government to account is 
essential in the absence of a strong, independent scrutiny function within the 
administration. Challenging budget allocations over the spending review period 
increases the need to monitor the Government’s progress in delivering its 
economic strategy. 

 
 The local government concordat increases the need to hold the Government to 
account given the increased role local government now has in delivering the 
nationally-set economic targets. 

 
 There is a growing need for the Finance Committee to look closely at what 
resources it can call upon to aid its effective scrutiny of the £30 billion spent on 
Scotland’s public services.  

 
 External scrutiny would be enhanced if the Finance Committee were to seek 
changes to a small number of operational issues that currently lead to 
inappropriate confusion and disagreement amongst commentators. 

 
INTRODUCTION 
The CPPR is pleased to provide a response to the Scottish Parliament Finance 
Committee’s review of the Budget process. The review is particularly timely given 
the change in administration and the significant slowdown in funding that will be 
available over the next three years for Scotland’s public services. In the absence 
of a strong, central challenge function such as HM Treasury in Whitehall, the role 
of the Finance Committee is critical in holding all Scottish Government spending 
departments to account. It can seek the evidence necessary to affirm the Scottish 
Government’s spending plans will deliver its strategic economic targets but also 
that value for money is paramount. 
 
The CPPR is an independent commentator on the Scottish economy and Scottish 
public policy.22 In addition, it aims to provide independent analysis of the Scottish 
Government’s budget. The 2007 Budget round raised a number of issues that 
made such independent scrutiny difficult. Given this experience, our response to 
the consultation focuses on two main areas: first, why we believe there is an 
increasingly important role to be performed by the Finance Committee; and, 
secondly, why improvement in a small number of operational issues would assist 
effective scrutiny, either by the Finance Committee or scrutiny undertaken by 
others. 
 
INCREASING IMPORTANCE OF THE FINANCE COMMITTEE 
Links between Budget and Scottish Government’s economic strategy 
 
1. The Scottish Government’s 2007 budget aims to support the delivery of its 

economic strategy. As we indicated in our briefing paper on the Government’s 

                                          
22 See http://www.cppr.ac.uk/centres/cppr/analysisofthescottisheconomy/ 

12 



FI/S3/08/16/3 

strategy23, a greater level of supporting evidence is required to explain how 
the budget priorities and funding allocations are expected to deliver specific 
strategic aims. For example, the Scottish Enterprise budget was cut by 5% per 
annum in real terms with Highlands & Islands Enterprise facing an even larger 
real terms fall of 7.5% per annum. Scotland’s Higher and Further education 
institutes are also set to face funding challenges with a fall in this year’s 
allocation and increases of only 0.5% per annum in real terms over the 3 year 
spending review period, well below the overall Scottish average spending rate 
of 1.5% per annum. The Government’s main strategic objective is to achieve 
parity in economic growth with the UK, something seldomly achieved in the 
last 30 years.24 Whilst the increasing levels of funding (ie, inputs) do not 
necessarily lead to rising levels of economic growth (ie, outcomes), without it 
there is an even greater necessity for the Scottish Government to explain how 
it expects to deliver greater productivity to compensate for less public 
spending by both agencies. The Finance Committee therefore plays a critical 
role in seeking just such clarification. 

 
2. A further reason for arguing the role of the Finance Committee is growing 

follows from the establishment of the local government concordat. This 
heralded a switch in responsibility for delivery from central to local authority, 
with the reduction and likely permanent elimination of ring-fenced funding of 
over £2.5 billion. The Scottish Government will hold local authorities to 
account through assessment of the evolving individual single outcome 
agreements (SOA). Whilst these SOAs make local authority accountability 
clear, scrutiny by the Finance Committee should also be required to ensure 
the Scottish Government’s overall economic targets are also achieved.  

 
Efficiency Savings 
 
3. The 2007 Scottish Budget affirmed its commitment to the continuation of an 

efficiency savings programme: 2% per annum over the 3 years 2008-09 to 
2010-11. The importance of delivering such savings may well be critical to 
maintaining service levels, especially where the funding allocated by the 
Scottish Government in this spending review period are lower than in previous 
years and/or where inflationary pressures within any individual service are 
greater than RPI. Given this, it is essential that the Finance Committee seeks 
clarity on the 2008-09 service level baselines, essential for any independent 
assessment of success (if we do not know the service level in 2008-09, it will 
not be possible to affirm services have not been reduced or quality 
compromised). In addition, however, we also envisage the Finance Committee 
seeking to undertake periodic reviews of progress. Such reviews would aim to 
establish where genuine savings have been achieved thus allowing best 
practice to be adopted elsewhere, whilst also identifying where services have 
been cut or quality compromised.  

 
Resources for scrutiny 
 
4. Independent scrutiny and challenge of the Scottish Budget would be greatly 

enhanced if the Scottish Government had an independent central challenge 
function inside the administration. The HM Treasury performs this function in 

                                          
23 See CPPR (2007) briefing on the Scottish Government’s Economic Strategy at 
www.cppr.ac.uk/media/media_55080_en.pdf   
24 See http://www.cppr.ac.uk/media/media_76596_en.pdf.  
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Whitehall seeking evidence and clarification from spending departments to 
support individual requests for funding. Such evidence could be made 
available to the Finance Committee which would allow any challenge of 
spending plans to be more effective. It may even make it easier and more 
effective for others to promote alternative spending plans for Parliament to 
review. Without such evidence, the Finance Committee or individual subject 
committees will need to have access to greater resources to understand what 
spending options may have been possible and what areas may merit 
challenge, to ensure efficient and effective allocation of the £30 billion Scottish 
budget.  

 
5. Time-limited, part-time advisers to the committees face significant challenges. 

They have to be able to assess fully all spending plans and provide 
meaningful advice for the Committee on the output of the whole of the Scottish 
Government. A larger dedicated resource working full-time may offer a greater 
insight into spending options and so improve the effectiveness of any 
independent scrutiny.  

 
6. In addition to developing a dedicated resource, the Finance Committee may 

also wish to enter into formal arrangements with Audit Scotland for assistance 
on key elements of its work programme, eg, to undertake periodic reviews of 
the Scottish Government’s efficiency programme.  

 
OPERATIONAL ISSUES 
Data problems 
 
7. The restructuring of Scottish Government departments caused major problems 

regarding being able to compare the 2007 spending forecasts with earlier 
Scottish Government budgets. For example, it was not clear whether some 
programmes that were funded under the previous administration were simply 
reallocated to a new department, were maintained throughout, or funding for 
them ceased either altogether or at sometime through the 3 years of the 
spending review period. Without a clear reconciliation, programme by 
programme, it is not possible to be definitive about whether or where public 
spending has been cut, maintained or raised. 

 
8. It was extremely difficult to verify whether the 2007-08 funding baselines for all 

programmes had been adjusted. Clearly, these are needed to assess where, if 
any, budgets have been cut, in both nominal and real terms. The reallocation 
of funds to local government was a considerable contributor to this uncertainty. 

 
9. The Government’s spending plans are presented at level 3 and above, but 

more detailed plans (ie, level 4) are also available to Ministers. The rationale 
given for this more detailed set of spending plans not being published appears 
to be because doing so will lead to an unwieldy final document. We feel this is 
an inadequate reason for not publishing all available data explaining how and 
where Scotland’s £30 billion budget has been allocated. To overcome any 
handling problems the final hard copy of the Budget could be produced in 
separate volumes. Alternatively, it could remain in its current form with Level 4 
data being posted on-line. It would also assist scrutiny if the data were made 
available in an excel (or equivalent) spreadsheet as this would make data 
manipulations easier and minimise the likelihood of calculation errors caused 
by erroneous data entries. 
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10. Due to a difference in the treatment for depreciation, the total Departmental 

Expenditure Limits (DEL) announced in the Scottish Budget differed to that 
included in the HM Treasury Budget statement. This caused some confusion 
as to the actual size of Scotland’s total budget for 2008-09 to 2010-11. In 
future budget statements an accompanying explanation would eliminate this 
area of confusion.25 

 
11. Previous Scottish Government Budget statements present spending plans in 

both nominal and real terms (ie, excluding inflation). Greater clarity on the 
underlying real terms trend in spending would be desirable and could be 
provided by publishing the Scottish Government’s forecasts for all spending 
(levels 2-4) in both real and nominal terms. 

 
12. Whilst there is a reconciliation between budget statements (ie, between that 

stated in the Autumn and Spring Budget Revisions), there is no clear narrative 
between these and the Spending Review Budget figures. The allocation of end 
year flexibility (EYF) and payments to/from the central unallocated pool (CUP) 
in any year inevitably mean budget totals change. Since this means actual 
budgets differ from the spending plans reported in the Spending Review 
budget document, a simple reconciliation would clarify where budgets have or 
have not been increased. This reconciliation could also be augmented with (a) 
a statement of the balances sitting in CUP and (b) a statement indicating the 
implications of any resultant spending delays. 

 
CONCLUSIONS 
13. The CPPR believes the Finance Committee has a growing role to play in 

holding the Scottish Government to account. With lower real budgets 
alongside growing demand for public services, ensuring budgets are efficient 
and effective becomes even more critical. Moreover, through its efforts it can 
ensure the Scottish Government is fully held to account as it seeks to deliver 
its economic strategy. 

 
Jo Armstrong 
Richard Harris 
John McLaren 
May 2008 

                                          
25 We were able to produce such a reconciliation following detailed discussions with finance 
officials. See www.cppr.ac.uk/media/media_54616_en.pd. 
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Submission from Peter Collings, former Chair of FIAG 
 

I should start by pointing out that while I was heavily involved in these processes 
from well before devolution up to 2003, I have had much less involvement since 
then.  

The consultation paper asks at various points whether the arrangements fit with 
the key principles of the CSG and FIAG. We need to bear in mind where we came 
from. The Westminster process was dominated by the executive with minimal 
input by Parliament. When I was Finance Director prior to devolution we 
occasionally had to provide small amounts of briefing but the scrutiny impacted so 
little that I was not normally aware when it was taking place. After devolution we 
certainly felt that the budget was subject to effective scrutiny and there were 
certainly occasions when the budget was changed as a result of that scrutiny. So 
while the system may not be perfect, it is an enormous advance on what we had 
before. 

Regarding Stage 1, it needs to be borne in mind that the Comprehensive 
Spending Review took place when FIAG's report was already in draft. Although the 
new approach was discussed in FIAG, at that stage it was not clear how it would 
work in practice, so the report owed more to the previous PES arrangements than 
the Spending Review model. I do find it hard to see how a Stage 1 as envisaged 
by FIAG could work effectively in a year when there is no SR and changes to 
expenditure plans are small. 

In the years when I was involved, we received fewer suggestions from Committees 
regarding expenditure priorities than we had expected. Those specific ideas which 
we did receive were helpful and were acted on. 

The issue of alternative spending proposals was debated a great deal in FIAG but 
I think it fair to say that nobody expected them to feature highly. The zero sum 
arrangement was intended to avoid amendments which allocated extra resources 
without saying where they should come from. 

Stage 3 was seen as being about the Government putting its proposals to the 
Parliament for approval with active participation by Committees having been done 
earlier. 

 Peter Collings  
Deputy Chief Executive  
Crown Office and Procurator Fiscal Service  
Former Chair of FIAG 
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Submission from the Education, Lifelong Learning and Culture Committee 
 
The Education, Lifelong Learning and Culture Committee considered the Finance 
Committee’s structured consultation paper at its meeting of 30 April 2008, and 
agreed to write to you with a summary of its views. 
 
The Committee noted that there were some long standing frustrations with regard 
to subject committee scrutiny of the Scottish Government’s budget. These were 
not necessarily specific to the consideration of the 2008-09 budget which the 
Committee completed last year, but were related to wider issues of transparency 
and accountability. The Committee felt that it has traditionally been difficult 
accurately to track expenditure in a given year, partly at least as a result of the 
way in which the information is presented. The Committee considered that the 
Finance Committee should give thought to how the overall process could be 
improved to make it more transparent, and to make tracking expenditure more 
straightforward. The Committee also felt that the Scottish Government should be 
encouraged to respond positively to subject committees’ suggestions for 
improvements to the way in which information is provided to support the scrutiny 
process. 
 
With regard to the budget process 2008-09, the Committee felt it faced many of 
the usual difficulties in terms of transparency and tracking expenditure, which 
made it difficult to hold Ministers properly to account. The Committee also felt that 
the budget process 2008-09 had provided some additional difficulties, particularly 
with regard to tracking education spending by local authorities. The Committee 
scrutinises the Scottish Government’s budget in respect of education, lifelong 
learning and culture. However, there is relatively little central expenditure 
compared to the sums spent on education by local authorities. Government 
support for this expenditure is provided through the local government settlement 
and is scrutinised by the Local Government and Communities Committee. 
Nonetheless, previous education committees found the GAE information helpful in 
enabling it to gain some understanding of the budgetary implications of provision 
of education services across the country. The 2008-09 budget documents did not 
include any GAE figures due to a change in arrangements with local authorities, 
and the Committee felt this was an unhelpful step which further hindered, rather 
than improved, the budget process. The Committee asks the Finance Committee 
to consider this issue as part of its review. 
 
The Committee also expressed concern that the presentation of outcome 
agreements may make it even more difficult for committees to determine 
comparative levels of investment in services in different local authorities. 
 
I hope you will find these comments helpful and constructive. 
 
Karen Whitefield MSP 
Convener 
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Submission from the Hansard Society 
 
1. Introduction: The Hansard Society is very pleased to be able to submit 
evidence to the Finance Committee’s review of the budget process. This evidence 
is based on the themes and conclusions of the Hansard Society report, The Fiscal 
Maze; Parliament, Government and Public Money, published in 2006.26 Although 
the report looked at the system of financial scrutiny at Westminster, although we 
hope that its findings and conclusions will be helpful to the Finance Committee’s 
inquiry at Holyrood. 
 
2. The central importance of financial scrutiny: The Fiscal Maze started from 
the basis that Parliament’s scrutiny of taxation, expenditure and public services is 
fundamental to the relationship between Parliament, government and public and to 
the political system as a whole. Parliament has a unique constitutional role in 
authorising and scrutinising government finance but, at Westminster, the current 
system for financial scrutiny does not work as effectively as it could or should.  
 
Our report identified a number of procedural, structural and functional changes 
which aimed to increase Parliament’s ability to carry out financial scrutiny and also 
to increase the impact this work makes on government. We argued that effective 
parliamentary scrutiny should have a number of objectives including that 
government gives as full as possible explanation for its actions and also leads to 
more efficient performance. Where the information provided by government is 
insufficient, it is up to Parliament to demand greater clarity and transparency.    
 
3. The two distinct elements of financial scrutiny: We made a clear distinction 
between the scrutiny and authorisation of proposed government expenditure and 
taxation (ex-ante) and the oversight of past expenditure (ex-post). We concluded 
that at Westminster the first function was extremely weak whereas the second 
function operated much more effectively.  
 
4. Parliamentary scrutiny of expenditure plans: Of particular concern was 
scrutiny of government spending plans through the supply process where 
Parliament is little more than an acquiescent bystander. The analogy we drew was 
that government decides the amount of the cheque, to whom it is payable and 
when, and Parliament simply signs it. On estimate days billions of pounds of public 
spending are authorised without sufficient scrutiny or debate. More opportunities 
are needed for the House of Commons to be involved in the scrutiny of 
government spending plans. Recommendations included: 

• Departmental estimates and spending plans should also be sent to select 
committees at the earliest possible date so that committees have the 
opportunity to examine them thoroughly before they are voted on in 
Parliament.  

• There then should be more opportunities for debate of these committee 
inquiries in the chamber or Westminster Hall. Select committee work on 
estimates and spending plans should link to other processes, such as 
debates and other inquiries.  

• Spending reviews provide the ideal opportunity for Parliament to scrutinise 
government spending plans at both the macro and micro level and 

                                          
26 The Fiscal Maze was supported by PricewaterhouseCoopers and CIPFA, the Chartered Institute for Public Finance and Accountancy. 
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Parliament should become fully involved in the process leading up to the 
Comprehensive Spending Review and should subject the interim report on 
the CSR to detailed scrutiny, and where appropriate, make 
recommendations about priorities.  

• Previous Hansard Society reports had proposed that Parliament should be 
able to vote on transfers within departmental budgets.  

 
4. Improving parliamentary scrutiny of financial legislation and taxation: 
Parliament should increase its impact on the Budget process, to secure 
explanation from government for its priorities and to scrutinise better the legislation 
that enacts government taxation proposals.  

• The advent of the Pre-Budget Report has reduced the need for traditional 
budget secrecy. The timetable for consideration of both reports by 
Parliament should allow for thorough parliamentary scrutiny. In the period 
between the Pre-Budget Report and the main Budget, Parliament should 
take expert and public evidence on the government’s plans. It should make 
a case for the priorities it wishes government to consider, and ensure the 
government provides full information and explanation for its proposals.   

• Financial legislation has not benefited from the procedural reforms which 
now give Parliament an opportunity to comment on and influence many 
draft bills. The entire Finance Bill should be subject to pre-legislative 
scrutiny by a parliamentary committee.   

• Parliament should also improve the way that it scrutinises tax legislation 
and administration. Alternative options for reform included the 
establishment of separate Taxation Committees in the House of Commons 
or a Tax Administration Committee in the House of Lords.   

 
5. Parliamentary scrutiny of government expenditure: Many individual 
Parliaments often work more effectively on one element of financial scrutiny 
compared to other elements. It is inevitable that a Parliament will concentrate on 
the areas that it can make most difference and downplay those it cannot. The 
extent of the control of the executive over Parliament at Westminster, which is 
clear in many areas, means that it unlikely that government will cede much control 
over tax and spending. However the operation of oversight of past expenditure, 
where government control is much lighter, is approached much more positively by 
MPs at Westminster.  
 
We concluded that there should be a move towards a deeper notion of 
accountability to ensure that individual lessons are translated into general reforms 
of public institutions that are found to be flawed.  

• The work of the Public Accounts Committee should be followed up more 
effectively through the introduction of a regular trigger for review of 
recommendations to assess their progress.  

• Departmental annual reports should also include a specific section on 
progress made in implementing recommendations and the outcomes of the 
changes made.  

• To give a higher priority to financial scrutiny within select committees, 
Parliament should consider piloting finance and audit sub-committees for 
selected departmental select committees.  
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6. Developing and enhancing a scrutiny culture: Procedural reforms can only 
go so far. For real change to happen, the individuals within the system must wish 
to make the most of the opportunities. Crucially the culture of the institution should 
facilitate and reward this. Many of the recommendations in the report would only 
be effective if accompanied by a greater willingness from MPs (and occasionally 
Peers) to engage in financial scrutiny work.   
 
To enhance the broader scrutiny framework, we recommended that Parliament 
should adopt a set of best practice guidelines to ensure that its scrutiny methods 
are fit for purpose, comprehensive and result in improvements in government 
performance. One model presented in the report is outlined in Appendix 1.  
 
7. Support and Information: Most Parliamentarians are not financial experts and 
thus need the best possible support if they are to improve financial scrutiny. At 
Westminster, the work of the Commons Scrutiny Unit, introduced in 2002, provides 
valuable support to select committees. 

• We recommended that this work should be built upon, either through an 
expansion of its role or through its evolution into a Parliamentary Finance 
Office to provide comprehensive support on all financial matters to 
individual parliamentarians and select committees. 

• Parliament has a responsibility to the public to ensure that financial scrutiny 
is carried out in the public interest and reflective of their concerns.  

• Parliament should provide a document which sets out the operation of 
financial scrutiny which is publicly available.  

• The views and experiences of members of the public and interested groups 
should be sought and should feed into the parliamentary process.  

 
8. Conclusion: The recommendations in The Fiscal Maze were mainly directed at 
Parliament. However, it is essential that government responds and engages 
constructively with Parliament to improve its work in this area. We concluded that 
improved financial scrutiny should lead to better government and better public 
service – which is in the interests of everyone: Parliament, government and the 
public.  
 
In April 2008, the Commons Liaison Committee issued a report, Parliament and 
Government Finance: Recreating Financial Scrutiny which was influenced by, and 
referenced the themes and recommendations in The Fiscal Maze. At time of 
writing, the Government had yet to reply to the Committee’s report.  Appendix 2 
outlines some of the themes and conclusions in the report to provide comparisons 
and background for the Finance Committee’s inquiry.   
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Appendix 1: Developing an effective scrutiny process  
 
In order to encourage debate of the principles underpinning the scrutiny process, 
we included a framework, developed for the report by the financial consultants 
PricewaterhouseCoopers.  
 
The development of an effective scrutiny process should exhibit the same best 
practice principles inherent within any robust system or framework.  These 
principles are illustrated in the figure below, showing a simple seven-step 
approach to developing and maintaining a robust scrutiny process. Each step is 
explained below. 
                   
 

1. Understand 
scrutiny 

objectives

2. Understand 
constraints

3. Plan 
scrutiny 
activities

4. Develop 
scrutiny 

framework 

5. Perform 
scrutiny 

processes

6. Monitor 
scrutiny 

effectiveness

7. Amend 
steps 1-5 if 

required
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scrutiny 

framework 

5. Perform 
scrutiny 
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scrutiny 

effectiveness

7. Amend 
steps 1-5 if 

required

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1. Understand scrutiny objectives: Why is scrutiny important? What is it 
trying to achieve? How will we know if it has been effective? The scrutiny 
process must be based on a common understanding of what it is intended to 
achieve, taking into account the policy context and the requirements of all relevant 
stakeholders.  Without this understanding, it would be impossible to develop 
robust scrutiny processes, or to analyse the effectiveness of the activities 
comprising parliamentary scrutiny. 
 
2. Understand constraints: It is equally important to identify the constraints 
affecting the scrutiny process. These could be political, as well as the common 
constraints of available resources and time.  Established data reporting processes 
(content, timing etc) might also give rise to constraints in the scrutiny options. 
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3. Plan scrutiny activities: Planning is the crucial activity that identifies the 
approach to be taken to meet the objectives identified in step 1, within the 
constraints identified in step 2. This step can often prove difficult to coordinate, if 
there is disagreement over the objectives or if there is no natural mandate or 
authority over all the potential sources of scrutiny. 
 
4. Develop scrutiny framework: The development of the scrutiny framework will 
require the design of scrutiny processes, and allocation of these to one or more 
organisations or functions.  Scrutiny process design should have regard to the 
standard elements inherent in any best practice process. These elements include 
clear objectives, due regard to efficiency, economy and effectiveness, and with 
continuous review and improvement cycles embedded at appropriate points.  The 
organisations that will deliver the scrutiny must have sufficient capacity to perform 
the planned activities, including having appropriate experience, expertise, 
resources and available time.  Where more than one organisation is involved, a 
key focus will be the integration and coherence of their respective scrutiny 
activities so that the overall objectives are met. 
 
5. Perform scrutiny processes: This step features the implementation and 
operation of the scrutiny processes or activities identified in the plan. This is likely 
to include a range of different types of activity.  Again, there is a need to ensure 
that the overall scrutiny processes, once implemented, deliver against the stated 
objectives.  
 
6. Monitor scrutiny effectiveness: Periodically, the effectiveness of the scrutiny 
framework should be considered, to reassess if it is meeting the original objectives 
identified in step 1.  This could be achieved through activities such as seeking 
confirmation from stakeholders that their needs are still being met, or by review of 
any apparent failings in scrutiny and assessment of whether lessons learned 
indicate a need for changes to the scrutiny process. 
 
7. Amend steps 1-5 if required: The scrutiny process should be a constant loop, 
with appropriate amendments made to any of steps 1-5 if it is not fulfilling the 
objectives for which it has been designed. Often, reviews to provide assurance 
that such a process is robust, concentrate only on steps 5 and 6 – analysing 
processes and their effectiveness, without revisiting and revalidating what these 
activities are intended to achieve. In addition, planning is often inadequate, 
especially if there are many different parties involved in the process, each with 
their own agenda and views on how they should operate. Therefore, to ensure the 
integrity, coherence and effectiveness of the system of scrutiny, all steps set out 
above must be examined.  
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Appendix 2: Selected themes and recommendations of the House of 
Commons Liaison Committee Report, Parliament and Government Finance: 
Recreating Financial Scrutiny (HC 426)  
 
1. Principles to assess the quality of financial scrutiny include: 

• In the financial process itself: transparency, simplicity and 
comprehensiveness; 

• In the scrutiny process: 
o reliable and comprehensible information provided early enough; 
o sufficient time before decisions are made; 
o effective committee and other structures; 
o Members persuaded that spending time on finance is worthwhile; 
o sufficient staff expertise; 
o adequate powers. 

• The reason for scrutinising past expenditure is clear (assessing whether it is 
regular, proper, economical, efficient and effective).   

• Reasons for scrutinising planned expenditure can include explaining and 
making transparent, engaging stakeholders and enabling them to comment, 
testing for consistency (with other aspects of financial planning, over time, 
and with objectives/targets), testing for efficiency and benchmarking, and 
testing for equity and inclusiveness.   

• Ways of increasing Members’ interest in financial scrutiny could include: 
creating stronger links between scrutiny of policy, finance and performance; 
a simpler system of supply and financial reporting;  
processes which offer a possibility of influencing government or achieving 
some other benefit (e.g. increased transparency). 

 
2.  Selected conclusions and proposals: Financial scrutiny is not a narrow 
exercise of poring over figures on a balance sheet but is about ensuring the 
effective management of finite resources to achieve purposes such as better 
hospitals or better-equipped troops. Better financial scrutiny would have 
advantages for the government as well as for the public and for Parliament. 
 
Knowledge of the Department's finances should underlie and inform much of a 
departmental select committee's activity, including examination of policy and 
administration, and knowledge of the Government's finances should similarly 
underlie and inform much of the House's own work. 
 
The ability at present of Members to hold the government to account for its 
financial decisions is that several of the fundamental requirements for doing so are 
missing. These missing requirements are: 

• a financial system which is coherently organised and comprehensible;  
• provision to Parliament of information suited to the purpose and  
• the opportunity to debate on the floor of the House specific items of 

expenditure or the objectives of expenditure and if necessary to vote on 
them. 

 
Neither scrutiny on the floor of the House independently of select committees nor 
scrutiny by select committees without any link to proceedings on the floor is likely 
to be as effective as combining detailed work by select committees with debate on 
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matters of particular interest on the floor, for example through select committees 
choosing financial matters for debate.  
The overall shape of the Government's finances and changes in it are matters 
which could and should be presented comprehensibly, like the overall finances of 
any other organisation. 
 
Removing complexity from the Government's financial system as fundamental to 
improving financial scrutiny, as well as to improving financial management in 
Departments.  
 
Financial reporting: Each Department should publish an annual statement in plain 
English about its internal financial planning processes and control mechanisms.  
 
Departments should move towards a system where data in their electronic 
management accounting and information systems are accessible to Members and 
Members are able to interrogate that data.  
 
Making financial scrutiny worthwhile: In future Spending Reviews the Treasury and 
other Departments should publish information about the framework within which 
the negotiations are taking place, and this should include the draft Public Service 
Agreements and Departmental Strategic Objectives setting out what the spending 
is intended to achieve. The results of Spending Reviews should be the subject of a 
day's debate on the floor of the House some weeks following the initial 
announcement, and that the timing be such that select committees can report on 
the outcome in order to inform that debate. 
 
Following the completion of Spending Reviews, select committees should consider 
examining how the Department is allocating its spending total across its various 
programmes. This will depend on Departments making the necessary information 
available earlier. 
 
It is essential that the House take back the right to debate and vote on individual 
government programmes or items of expenditure.  
 
It should be permissible to put forward "opinion of the House" motions proposing 
increases in future expenditure or transfers in the future between budgets, in 
addition to motions proposing reductions in expenditure.  
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Submission from the Health and Sport Committee 
 
Thank you for your letter of 27 March informing the Health and Sport Committee 
about the Finance Committee’s review of the budget process. The Committee 
considered your consultation paper at its meeting on 14 May and offers the 
following comments— 
 
Introduction 
The Health and Sport Committee is of the view that, given the time, advice and 
information available under the existing process, subject committees are limited in 
their ability to undertake anything other than the most superficial scrutiny of the 
budget. Nonetheless, the Committee recognises the importance of effective 
budget scrutiny by portfolio area, both in terms of ensuring that the appropriate 
expenditure priorities are identified and that value for money is achieved in the 
delivery of public services. On that basis, the Committee considers that 
“procedural tinkering” is unlikely to result in more effective scrutiny. 
 
Stage 1 
The Committee is of the view that Stage 1 consideration is a crucial part of the 
budget process, offering subject committees the best opportunity to engage with 
external stakeholders and to influence spending priorities. While the Committee 
recognises the reasons why Stage 1 consideration has not taken place since 
2004, it believes that this leaves a significant gap in subject committees’ capacity 
to achieve those objectives.  The Committee looks forward to participating in 
Stage 1 of the budget process in future years. 
 
Time 
The Committee recognises the reasons for the particular timetabling difficulties 
associated with Stage 2 consideration of the 2008-09 budget.  However, it is of the 
view that a lack of sufficient time has been the most important inhibiting factor in 
relation to subject committee scrutiny of the budget throughout the lifetime of the 
Scottish Parliament.  
 
In light of the ongoing time constraints, the Committee agreed this year to focus on 
a specific element of the health budget and undertake some preliminary work 
ahead of publication of the draft budget.  While this allowed it to take a more 
detailed look at one area, that area represented only a small percentage of the 
overall budget for health. The Committee was only able to give superficial 
consideration to the remainder of the budget. 
 
In order to help overcome the current time constraint, the Committee suggests that 
consideration be given to reducing the amount of parliamentary time spent in 
plenary session during the Stage 2 period to allow an increase in the time 
available for committee scrutiny. 
 
Advice 
The Committee is of the view that the provision of expert advice to subject 
committees at an earlier stage in the process would greatly assist their ability to 
undertake scrutiny.  
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The Committee suggests that consideration be given to establishing arrangements 
allowing subject committees to have access throughout the parliamentary year to 
standing advisers on financial matters (either on a shared basis or individually).  
Such advisers would then be in a position to provide specific support on the 
budget and on financial matters relevant to the other work of the committees. 
 
The Committee believes that the current level of remuneration offered to specialist 
advisers is inadequate and that increased rates would enable subject committees 
to recruit advisers from a wider pool, in turn allowing them to undertake more 
effective and detailed scrutiny. 
 
Single outcome agreements 
The Committee’s ability to scrutinise the part of the health budget that is disbursed 
by local authorities was this year made more difficult by the move to single 
outcome agreements, under the concordat between the Scottish Government and 
local government.  The Committee understands that the first set of outcome 
agreements will not be publicly available until summer recess and that, in 
subsequent years, they are likely not to be available until late March or early April.  
 
The Committee believes that it is essential that a mechanism is established to 
allow the relevant subject committees to scrutinise single outcome agreements in 
order to assess departments’ and local authorities’ performance in this context, 
including the information considered by the Scottish Government during their 
negotiation. Without being able to form a view about the content of, and progress 
against, outcome agreements, the Committee will be unable to judge whether the 
Scottish Government’s budget is having, or is likely to have, the desired effect. 
 
The Committee also considers that it is important the single outcome agreements 
are available to the Parliament ahead of the debate on the Budget Bill. 
 
Budgetary information 
In line with the experience of its predecessor, the Committee has found it difficult 
to scrutinise the health board budget on the basis that individual board allocations 
are not made until after Stage 2 of the budget process has been completed.  This 
is particularly frustrating given that health board spending accounts for over three-
quarters of the health budget.  The Committee made a number of 
recommendations about the timing of decisions and publication of information to 
address this issue in its report to the Finance Committee on the 2008-098 budget 
and looks forward to early progress in this area. 
 
In addition, the Committee suggests that consideration be given to greater 
standardisation and more accessible presentation of health boards’ financial 
information. In particular, the Committee would like to see health boards present 
their annual reports in a standardised form and suggests that the Finance 
Committee explore this suggestion with Audit Scotland.  
 
The Committee understands that the Finance Committee is looking at the State of 
Virginia’s approach to presenting its budget as a potential model for the Scottish 
budget. It looks forward to the outcome of the Finance Committee’s deliberations 
on this matter. 
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Christine Grahame 
Convener 
Health and Sport Committee 
May 2008 
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Submission from the House of Commons Scrutiny Unit 
 

1. The Scrutiny Unit in the House of Commons Committee Office welcomes the 
opportunity to contribute to the Scottish Parliament’s Review of the Budget 
Process, on which the Finance Committee is consulting. The Scrutiny Unit 
supports the work of committees in scrutinising draft bills and co-ordinates the 
evidence-taking sessions of Public Bill Committees; and it supports departmental 
select committees in examining Estimates and Supplementary Estimates, 
Departmental Annual Reports, Autumn Performance Reports and Resource 
Accounts, by providing analysis and briefing to those committees. The Unit works 
with select committees in pressing government departments to improve the quality 
of the financial information they provide, and the Unit compiles information on best 
practice in relation to Departmental Annual Reports and departmental Estimate 
Memoranda.  

Introduction  

2. The Scottish Parliament’s consultation paper discusses arrangements by which 
the Parliament and its committees engage in scrutiny of the Scottish Government’s 
budget proposals. This paper, similarly, discusses the extent of financial scrutiny 
of budgets or expenditure plans in the House of Commons, rather than scrutiny of 
outturn after expenditure has been incurred. We make no observations on the 
procedures or powers of the Scottish parliament or its committees, and offer this 
memorandum simply as an aid to comparison and a commentary on relevant 
developments underway in Westminster.  

3. The Scottish Parliament’s processes, described in the consultation paper, 
centre on scrutinising expenditure plans in an annual cycle, usually adjusted for 
Spending Review years every second or third year. The House and its committees 
also have a role in scrutinising and approving expenditure plans within such 
annual and Spending Review cycles. However, the information made available to 
Parliament, the powers vested in committees and the resources available to 
support that work, differ markedly.  

4. The paragraphs below discuss the scrutiny of Spending Review budgets and 
annual (and in-year) changes to those budgets between Reviews; the resources 
available to support the house’s financial scrutiny; and recent developments which 
may change the way budgets are scrutinised in future. 

Spending Reviews 

5. There is an inherent difficulty for the House in scrutinising expenditure plans, 
which is that there are essentially three financial frameworks which overlap but 
nevertheless have important and significant differences, and that the House’s 
engagement with each of these frameworks is different. Spending Reviews set 
budgets for the three year period covered by the Review for each government 
department, which when aggregated provide the control totals by which the 
Treasury seeks to manage overall public expenditure in accordance with the fiscal 
rules. These budget figures reflect international National Accounts totals reported 
by the Office for National Statistics, although there are some differences where, for 
example, the Treasury seeks to impose particular financial management 
incentives on departments. The House does not vote on budgets, but rather on 
Estimates which give Parliamentary approval for expenditure that would not 
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otherwise have legislative authority. Estimates only cover one year at a time. 
Departments report to Parliament their outturn expenditures in Resource 
Accounts, which reflect commercial-style accounting statements compiled using 
accounting standards, and audited by the C&AG.  

6. The House of Commons has no formal role in debating or approving Spending 
Reviews, whether in draft or in their final state. The results of the 2007 
Comprehensive Spending Review were published in October 2007.27 This 
presented the financial budgets for each government department for the three 
years to 2010-11 and their efficiency savings targets, along with the their Public 
Service Agreement and Departmental Strategic Objective targets. With the CSR 
coming three (rather than two) years after the previous Spending Review, aspects 
of the financial settlement had been published beforehand. The overarching 
spending totals for the CSR period had been published earlier at the time of 
Budget 2007, and several individual departments’ CSR budgets had been 
published earlier (five departments at Budget 2006, another six at Pre-Budget 
Report 2006 and another three at Budget 2007).  

7. Neither the House nor its committees were given an indication of individual 
CSR budgets being negotiated with the Treasury before they were finalised. 
Indeed, the Treasury Committee acknowledged that “we would not expect 
departments to be in a position to disclose in advance the likely scale of final 
settlements”.28 The Treasury Committee nevertheless undertook a rolling inquiry 
into the CSR, publishing reports in June and December 2007.29 It sought 
information on emerging thinking on likely new departmental performance targets 
and draft targets to be provided to select committees,30 and the Treasury  and 
some other departments did provide drafts before the CSR results were published. 
For instance, the Treasury targets were provided to the Treasury Committee in 
June and September 2007.31  The Committee also sought information on 
programmes associated with previous targets that had been achieved, where 
funds might be potentially available for reallocation, though without success.32  
The Treasury Committee also recommended that there be a debate on the results 
of the CSR, although that has not happened.33  

8. More recently, the Liaison Committee has made recommendations for 
increased parliamentary involvement in scrutinising Spending Reviews before they 
are finalised (para 17 below).  

Annual expenditure plans 

9. The House does not approve the budgets set by Spending Reviews. It 
considers and approves annual Main Estimates at the beginning of each financial 
year (published in May and considered and voted usually in July), as well as 

                                          
27 Meeting the aspirations of the British people, 2007 Pre-Budget report and Comprehensive 
Spending Review, HM Treasury, Cm 7227 
28 The 2007 Comprehensive Spending Review: prospects and process, Sixth report  by the 
Treasury Committee, Session 2006-07, HC 279, para 104 
29 HC 279; The 2007 Comprehensive Spending, First  report  by the Treasury Committee, Session 
2007-08, HC 55 
30 HC 279, paras 102-3 
31 HC 55, Evidence pages 21 -32 
32 HC 279, para 104 
33 HC 279, para 10 
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Supplementary Estimates which increase permitted expenditure in-year (in 
November and February). At these three points in each year, the House debates 
and approves the Estimates, but in practice the subject for these ‘Estimate day 
debates’ are recent reports from one or two departmental select committees, often 
on policy rather than financial matters.  

10. Each government department submits to the Commons select committee 
which monitors its work an Estimates Memorandum that is intended to explain the 
figures in the Estimate and the budget changes being made by the Estimate since 
the most recent Spending Review, or the budget and Estimate changes in the 
Supplementary Estimate since the Main Estimate was approved. These 
memoranda are not published by the departments, although the relevant 
committee may choose to publish it, and many do so. Some committees, notably 
the Defence Committee, routinely produce a report on the estimates in time for the 
Estimates day debate, but most do not.  

11. When the House debates and votes on the Estimates or Supplementary 
Estimates, Members may table a motion to not approve the Estimate in question 
(or all of them as a group) or to reduce an Estimate by a particular sum, but the 
House cannot vote to increase Estimates or move expenditure from one Estimate 
to another.  Often changes in Estimates since the most recent Spending Review, 
or changes in-year in a Supplementary Estimate, reflect changes also being made 
in a department’s budget. To the extent that budget and Estimate changes 
coincide, the House has an opportunity to express a view on those budget 
changes. But in the procedures for approving Estimates, the House does not 
formally vote on changes to departmental budgets. The Scrutiny Unit in the House 
of Commons supports each committee by providing analysis of and briefing on 
each Estimate and accompanying Memorandum, including any consequential 
budget changes (para 14).  

12. Nearly all departmental select committees examine their departments’ Annual 
Report, which, as well as discussing performance against PSA and efficiency 
targets, sets out budget data in ‘core tables’ whose form is determined by the 
Treasury. These Departmental Annual Reports therefore provide an annual 
presentation of the departments’ budgets for the remaining years of the current 
Spending Review period, along with comparative figures for the last five years. 
The House does not have any formal role in considering or voting on these 
Reports, although this is the subject of a very recent report by the House’s 
Modernisation Committee (para 17). Again, the Scrutiny Unit briefs departmental 
select committees on what these Annual Reports say.  

Assistance for committees  

13. Departmental select committees each have their own permanent staff – 
generalist clerks, specialist researchers and support staff – and also Specialist 
Advisers who provide ad hoc advice as and when requested. Few of these staff, 
however, are financial experts.  

14. The Scrutiny Unit was set up five years ago to provide support to committees 
on financial scrutiny (as well as pre-legislative support). The Unit has 19 staff, 
including seven staff engaged in financial, economic and statistical support for 
committees. Most of these staff are qualified accountants. Two of them are on 
secondments from government departments and another two from the NAO. The 
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Unit undertakes analysis and provides briefing for each departmental committee 
on Estimates, Supplementary Estimates, Departmental Annual Reports and 
Autumn Performance Reports. The Unit’s briefs are not published.  

15. The Scrutiny Unit publishes on its website cross-cutting analyses of 
Departmental Annual Reports, and has issued guidance on the content of 
Estimates Memoranda as well as liaising with the Treasury on its own separate 
guidance. The work of the Unit is discussed in more detail in a recent liaison 
Committee report.34  

16. The National Audit Office produces reports on the value for money of 
government programmes and the results of its audits of Resource Accounts. 
These are used by the Public Accounts Committee as the basis of its work. The 
NAO also provides some assistance to departmental select committees. For more 
information on its work for departmental select committees,  see the recent report 
from the Liaison Committee on the work of select committees.35  

Recent developments 

17. There are three areas where current initiatives might change the way the 
House and its committees engage in scrutiny of expenditure plans: 

• The Treasury’s ‘Alignment’ project. The Alignment project was launched 
following the publication of proposals in the Governance of Britain green paper 
to simplify financial reporting to Parliament.36 It envisages bringing budgets, 
Estimates and accounts more closely into line, and rationalising the finance-
related documents presented to the House in the annual cycle. This potentially 
would make it easier for MPs to track a department’s finances from expenditure 
budgets to in-year spending to outturns more easily and comprehensively. This 
initiative, still in its developmental stages, was discussed and welcomed in a 
recent Liaison Committee report, discussed below. 

• Liaison Committee report on Recreating Financial Scrutiny.37  This recent 
report commended the Alignment project and the potential benefits for financial 
scrutiny that it promises. It considered, however, that that would not be enough 
on its own, and that departments needed to provide committees with more 
useful financial information, including the sort of information which 
departments’ managers, including ministers, use to monitor their departments’ 
performance. The report sought greater scrutiny of Spending Reviews and 
meaningful debate in the House on their results. It also recommended that 
committees examine the division of each department’s Spending Review 
headline settlement  between its various spending programmes, a process 
which would require more information being provided on such plans sooner 
after the conclusion of the Spending Review.38  

                                          
34 The work of committees in 2007, Third Report by the Liaison Committee, 2007-08, HC 427, 
Appendix 3 
35 HC 427, Appendix 4 
36 Governance of Britain, HM Treasury, Cm 7170, paras 109-111 
37 Parliament and Government Finance: Recreating Financial Scrutiny, Second Report by the 
Liaison Committee, Session 2007-08, HC 426 
38 HC 426, para 66 
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• Modernisation Committee report on Debating departmental objectives and 
annual reports.39 This Report discussed the scope for debating Departmental 
Annual Reports, and responded to outline proposals in the Governance of 
Britain green paper for debates on major departments’ objectives and plans.40   

 
 
Useful documents: 

• Parliament and Government Finance: Recreating Financial Scrutiny, 
Second Report by the Liaison Committee, Session 2007-08, HC 426 

• The work of committees in 2007, Third Report by the Liaison Committee, 
Session 2007-08, HC 427. In particular: 

o Paras 35-45 discuss committees’ scrutiny of expenditure plans and 
outturns; 

o Appendix 3 describes the work of the Scrutiny Unit; and  
o Appendix 4 describes NAO support for committees. 

• The 2007 Comprehensive Spending Review: prospects and process, Sixth 
Report  by the Treasury Committee, Session 2006-07, HC 279 

• The 2007 Comprehensive Spending, First Report  by the Treasury 
Committee, Session 2007-08, HC 55 

                                          
39 Debating departmental objectives and annual reports, Second Report by the Modernisation 
Committee, Session 2007-08, HC 530 
40Cm 7170, paras 107-108 
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Submission from Professor Arthur Midwinter 
 
Introduction 

1. The annual budget is a key instrument of parliamentary accountability for 
public finance, and a mechanism for political choice over expenditure priorities.  
This Memorandum responds to some of the issues raised in the Committee’s 
Consultation Paper, through a focus on the budget document itself 
 
2. In my five year period as Budget Adviser to the Committee, my key role was 
to seek to strengthen the robustness and transparency of the budgetary 
information provided to Parliament by the Scottish Executive.  Progress with this 
task was greatly assisted by the constructive relationship between the Finance 
Committee and Finance Ministers during this period.  My approach as Adviser was 
to provide constructive criticism to improve budgetary practice.  This is the 
approach used in this Memorandum. 
 
3. This review exercise provides me with the opportunity to express my 
concerns over the reduction in the quality and transparency of the information 
presented in the revised format adopted by the new Scottish Executive in the 
Scottish Budget for Spending Review 2007, which was apparently adopted without 
prior consultation with the Parliament.   
 
4. My approach, therefore, focuses largely on the budget information provided 
in Stages 1 and 2 of the process.  The Consultation Paper does raise important 
procedural issues in relation to budget scrutiny and approval which are important 
for ensuring Parliamentary support for the budget, particularly in the context of a 
Parliament of minorities. 
 
5. Whilst FIAG recommended a power-sharing approach to the budget 
between public, Executive and Parliament, and the procedures adopted have 
facilitated greater parliamentary input to the process, nevertheless the process 
remains dominated by the Scottish Executive’s control of information and the 
largely consultative role of Committees.  This is a particular concern in a context of 
a minority Executive, and the review provides an opportunity to develop 
Parliament’s role in budget decision-making, rather than simply making 
recommendations as at the moment. 
 
6. This Memorandum suggests ways in which the parliamentary input could be 
strengthened through the development of more relevant information, focussed on 
the margins of choice. 
 
7. The previous Executive inherited a budgetary model in which a very 
detailed set of objectives and targets were published in the Scottish Office’s 
Annual Expenditure Planning Report.  This contained 406 targets.  Following 
Spending Review 2002, the Executive modified the budget documents into a 
format similar to Public Service Agreements in Whitehall.  In 2004, further 
rationalisation took place, eliminating most of the process-based targets, leaving a 
mix of outputs/outcome measures.  This approach was intended to enhance 
financial and performance reporting, and did so in some portfolios.  Budget 
strategy, and the setting of strategic priorities and targets, remained problematic.  
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The incorporation of efficiency targets in Spending Review 2004 further blurred 
lines of accountability. 
 
  
Problems in Stage 1 

8. In principle, Stage 1 of the budget process should occur every second year, 
and focus on the Annual Evaluation Report (AER).  This allows performance 
reporting against past targets, and a discussion of strategic priorities for the next 
Spending Review period.  In previous documents, the Executive made a concise 
statement of its spending priorities in the introduction. 
 
9. Strategic priorities should be based on major crosscutting issues, which 
provide a basis for judging competing bids for resources from portfolios, in terms 
of their contribution to the Executive’s wider objectives.  In his foreword to the new 
Scottish Budget, Mr. Swinney reports the Executive’s “purpose” as “to focus our 
resources” on the prime objective of “increasing sustainable economic growth”.  It 
also sets out five strategic objectives to deliver this “purpose”.  These are a 
“wealthier and fairer, smarter, healthier, safer and stronger, and greener Scotland”.  
The remainder of the opening section provides a narrative of how departmental 
programmes are contributing to these objectives. 
 
10. A major gap in the document, however, is any exposition of how the 
budgetary allocations have been targeted on these objectives, to show that these 
objectives have actually been allocated priority funding. 
 
11. The Spending Review states that the Executive’s approach, with a further 
nine purpose targets, fifteen national outcomes and forty-five performance 
indicators, focuses resources in a new way, linking government activity to 
outcomes through the alignment of public policy and resources. 
 
12. In fact, there is nothing new in this approach at all.  The five strategic 
objectives, which broadly relate to ministerial portfolios, are so vague that any 
programme could be presented as a priority.  These objectives are very similar to 
the five priorities set out in the 2002 Spending Review, which Audit Scotland 
described as a hierarchy of policy aims and programmes with output measures 
and other milestone indicators so that progress against the plans can be 
measured. 
 
13. In the new budget, the key difference is that there is no direct link between 
budgets and outcomes, as the National Performance Framework is set out in a 
separate chapter from budgets, compared with the objectives and targets set for 
each portfolio in the previous document. 
 
14. The underlying assumption is that all programmes contribute to the 
strategic objectives and national purpose, but there is no evidence in the 
document to support that view. 
 
15. This fundamental weakness in the format was commented on by several 
Committee expert advisers.  One of the Finance Committee’s key tasks is to 
scrutinise budget priorities – how overarching objectives are met by budget 
allocations across portfolios.  It is not the Committee’s task to suggest alternative 
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priorities, but to scrutinise and monitor the effectiveness with which the Executive 
targets priorities in the budget. 
 
16. The Executive fails to demonstrate how it has achieved this.  As the Budget 
Adviser reported, some aspects of the budget were not consistent with increasing 
“sustainable economic growth as the primary aim of government strategy”, and 
further “it is not yet clear whether the move towards outcomes-focussed 
management of public sector bodies will deliver the hoped for improvement in 
economic performance” . 
 
17. This remains the case.  Another senior economist, Peter Wood, gave 
consideration to the “fit” between the resource allocation priorities implied by the 
budget and the economic strategy.  His analysis was that “most of the spending 
areas relevant to economic growth are set to grow at a slower rate than the budget 
as a whole”, and “that some are set to decline”.  In other words, programmes 
linked to economic growth were not budget priorities. 
 
18. A third adviser, Professor Bebbington, a specialist in sustainable 
development accounting, similarly observed that 
 
“In an effective outcome budgetary system that mainstreams sustainable 
development, it would be expected to see clear and explicit logic links between 
high level outcomes, intermediate outcomes, output measures, actions, input 
measures, and budget resources.  Unfortunately, nowhere is there such a clear 
link between these critical components.”   
 
19. Professor Bebbington then further argues that such links are necessary to 
facilitate scrutiny, and the provision of estimates of spending on the strategic 
objectives.  There is no systematic linkage and alignment between resources and 
results as claimed in the document. 
 
20. This is consistent with evidence presented to the Finance Committee by the 
Executive’s Chief Economic Adviser.  In Draft Budget 2005-6, despite being 
pressed by the Committee to set a target for its top priority – economic growth – 
the Executive declined to do so, as the economy “is heavily influenced by 
economic performance worldwide, and the global economic cycle.  It would not be 
credible to claim specific changes in GDP were directly linked to specific Executive 
spending” (p181). 
 
21. I agree with this judgement.  Although there are now growth targets, the 
Spending Review 2007 assertion that every action of government is aligned to 
support the national purpose is, frankly, nonsense.  Moreover, it raises serious 
doubts over the merits of adopting, as a top priority, a target for which the 
Executive has no responsibility, and few policy levers with which to influence it. 
 
22. The current set of budgetary priorities is not fit for purpose.  It does not 
provide a meaningful framework for resource allocation, and does not provide the 
analysis of spending allocations necessary for rigorous scrutiny by the Committee. 
 
23. Section 2 of the Scottish Budget sets out the spending priorities and plans 
for each portfolio.  The new Scottish Executive was heavily critical of its 
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predecessor for a lack of clear priorities, drawing on the Howat Report’s review of 
the budget, and the First Minister told the Parliament (23rd May 2007) that his 
government will be more “strategically focussed”, and “break down the boundaries 
and borders that exist in government”. 
 
24. The Executive has reduced the numbers of ministerial portfolios in the 
budget.  But despite this efficiency rhetoric, it has increased the number of 
portfolio priorities from 78 to 110.  Moreover, 26 of them are within the portfolio of 
the Finance Minister who also has responsibility for expenditure programmes – not 
a particularly sensible combination in a period of slower expenditure growth. 
 
25. The First Minister may claim to lead a strategically focussed government, 
but this is not reflected in the budget documents, making Parliament’s scrutiny role 
more difficult.  A more systematic approach to setting strategic budgetary priorities 
is needed. 
 
 
Problems with Stage 2 

26. Stage 2 of the process is concerned with authorising the Executive’s 
detailed spending proposals, and making alternative spending proposals if 
discontented with the Executive’s response to its Stage 1 Report.  Whilst only 
minor recommendations – mostly on a consensus basis – were made by 
Parliament over the 2004 Spending Review, it is clear that the Executive 
responded positively to most of these.  In the context of minority government, 
formal moving of amendments increased in the 2008-9 Budget round. 
 
27. Changes to the budgetary format reduced the transparency of the budget, 
made it more difficult to monitor changes, and constrained the budget choices 
open to Parliament.  A significant reduction of Level 3 budget lines was made 
without prior consultation with Parliament, and this process of consolidation often 
resulted in a new name for the budget line.  In a tight timescale, this meant 
Committees has to pursue the relevant information to attempt to track spending 
changes. 
 
28. A further regressive change was the removal of GAE information from the 
budget, and the rolling up of 43 specific grants into the block grant to local 
government.  This is the Executive’s assessment of what councils need to spend 
to provide a standard level of service in the current statutory and policy context.  
Without them, Parliament cannot tell what provision has been made to meet 
national priorities in the grant settlement. 
 
29. That is why GAE figures were repeatedly asked for by Subject Committees 
and introduced formally into the budget in SR2004.  Removing them makes it 
easier for the Executive to evade scrutiny.  This is highlighted in the local 
government chapter, where eleven uncosted spending commitments are listed, 
and already the Executive and COSLA have made conflicting statements over 
what councils are expected to deliver within the funding package. 
 
30. The result is that Parliament has endorsed £11 billions of finance for the 
delivery of uncosted service developments through three budget lines with scant 
information on services.  This format is in contradiction to the agreement between 
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Parliament and the Executive, which requires a set of programme aims, objectives 
indicators and targets, when, as noted earlier, there is no link between budgets 
and performance indicators. 
 
31. The Finance Minister believes this gives authorities freedom to focus on 
outcomes.  This is difficult to take seriously.  Only around 10 of the 45 indicators in 
the Performance Reporting Framework are actually outcome measures, and half 
these are health indicators (see Appendix One).  These are not linked to budgets, 
so Parliament has approved an £11 billions budget without being told what it will 
purchase, at what price, and what impact it will have.  Moreover, the Single 
Outcome Agreements are not yet in place.  This is budgeting in the dark. 
 
32. Moreover, the guidance issued regarding Single Outcome Agreements 
acknowledges that “an organisation or service is unable to control outcomes”.  
This completely undermines the outcome budgeting model, which outlines a 
process linking budgets to inputs to outputs to outcomes, on a programme basis.  
Such links are even more difficult to make within block grants. 
 
33. Parliament has endorsed a budget format which has reduced the volume 
and transparency of budgetary information, which fails to provide information on 
objectives and targets on a programme basis as agreed between Parliament and 
Executive and which utilises a National Performance Framework which is not fit for 
purpose, has failed to link resources with results, and which provides an 
inadequate basis for parliamentary control of expenditure. 
 
 
 Conclusions 

34. The revised budgetary format introduced by the new Scottish Executive 
without prior consultation has reduced the transparency of the budget documents 
and made rigorous scrutiny more difficult in practice.  In the Scottish Budget, it is 
not clear how strategic priorities are reflected in the budget, despite the 
exaggerated claims of ministers that policy and resources are aligned to deliver 
the overarching purpose of sustained economic growth.  Spending allocations are 
no longer linked directly to outputs, and the outcome focus claimed by the 
Executive is not delivered in practice, as the National Performance Framework 
contains few genuine outcome measures. 
 
35. There is considerable scope for improving both the rigour and the 
transparency of the budget document, which is necessary if the sharing of power 
sought by FIAG, and endorsed by the Parliament, is to be achieved. 
 
36. Firstly, in Spending Review years, there should be a statement of budget 
strategy, focussed on strategic objectives, but using fewer than at present, to 
make priority setting meaningful.  With the current vague strategic objectives, 
almost any spending programme could be regarded as a priority.  Setting clear 
priorities within the control of the Executive is a major gap in current practice.  
Making economic growth the overarching objective for a devolved administration 
with only microeconomic functions is misleading the public.  The SNP 
Administration has set a target which is a poor measure of economic performance, 
and which its economists have stated cannot be linked to budget allocations.  
Setting realistic priorities which it can influence would be a major step forward. 
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37. Secondly, the budget strategy should make explicit what the Executive 
means by a priority, and show how this is reflected in the budget.  This should be 
focussed on changes at the margins, through budgetary growth and redistribution, 
where effective choices lie, and not by simply rehearsing triple counted budget 
lines for existing programmes. 
 
38. Thirdly, especially in the context of the Best Value regime, and the 
application of efficiency savings, each programme should present budgetary and 
output baselines, showing how additional inputs will enhance levels of output, or 
vice-versa, if budgets are reduced.  The current approach to reporting efficiency 
savings should be improved or dropped.  There are few genuine efficiencies, and 
the lack of output baselines makes them impossible to scrutinise properly. 
 
39. Fourthly, the present orthodoxy for outcome measures should be removed 
from budget documents.  If outcomes cannot be robustly measured, and 
integrated with resource allocation, then they are not fit for purpose in a budgetary 
document, and accountability is blurred by the pretence that they are meaningful, 
or have any influence on budget decisions. 
 
40. Fifthly, proposals for new spending should be set out as a menu of policy 
options for Committees, rather than as plans for ratification.  These should be fully 
costed, the expected outputs set out clearly, with the option’s contribution to wider 
budget strategy explained.  The growth items should  allow choice to members.  
The Executive should retain the right to amend these decisions in the budget bill if 
it can persuade a parliamentary majority to its view. 
 
41. Sixthly, such Committee decisions should be considered by the Finance 
Committee from a strategic perspective, to assess their consistency with agreed 
priorities. 
 
42. These changes would convert parliamentary control of expenditure from a 
theory of the constitution to a political reality.  Ministers would have to convince 
and persuade Committees to support their preferred options rather than simply 
reporting and defending them as at present. 
 
43. A budget process in which Committees took decisions and chose from 
options, rather than simply making recommendations, would be a real sharing of 
power between Executive and Parliament, and reflect the political reality of a 
Parliament of minorities. 
 
Arthur Midwinter 

April 2008 

 
Professor Midwinter retired as Dean of the Faculty of Arts and Social Sciences at 
the University of Strathclyde in 1999, and was awarded an Emeritus Professorship 
at that time.  Since then, he has divided his time between research and 
consultancy in public finance.  He was appointed Visiting Professor at the Institute 
of Public Sector Accounting Research at the University of Edinburgh in 2004, and 
was Budget Adviser to the Finance Committee of the Scottish Parliament from 
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2002 to 2007.  He has also been a consultant to the Northern Ireland Assembly, 
the London Assembly, the Government of South Africa, and a range of Scottish 
councils, health boards, and public sector bodies, and is currently a consultant to 
Labour in the Scottish Parliament. 
 

APPENDIX ONE 

OUTCOME INDICATORS IN THE 

NATIONAL PERFORMANCE FRAMEWORK 

 
1. NI 5 Increase the percentage of Scottish domiciled graduates from  

Scottish HEIs in positive destinations. 
(Outcomes 2 & 3) 
 

2. NI 7 Increase the proportion of school leavers in positive and 
sustained destinations 
(Outcomes 2 & 4) 
 

3 NI 10 Decrease in the proportion of individuals living in poverty. 
(Outcome 2) 
 

4. NI 11 60% of school children in P1 will have no signs of dental disease 
by 2010. 
(Outcome 5) 
 

5. NI 14
  

Reduce the rate of increase in the proportion of children with 
their body mass index outwith a healthy range by 2018. 
(Outcomes 5 & 6) 
  

6. NI 15 Increase the average score of adults on the Warwick-Edinburgh 
Mental Well-Being scale by 2011. 
(Outcomes 6 & 8) 
 

7. NI 16 Increase healthy life expectancy at birth in the most deprived 
areas. 
(Outcomes 5, 6 & 7) 
 

8. NI 17 Reduce the percentage of adults who smoke to 22% by 2010. 
(Outcome 5) 
 

9. NI 24 Reduce overall crime victimisation rates by 2% by 2011. 
(Outcome 9) 
 

10. NI 32 Reduce overall ecological footprint. 
(Outcomes 12 & 14) 
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Submission from the Rural Affairs and Environment Committee 
 
The Committee discussed the budget process at its meetings on 30 April, 14 May 
and 28 May. The Committee did not have a unanimous view regarding the budget 
process but agreed that I should report back the content of its discussions. 
 
Level 3 information 
 
The first issue discussed was the provision of level 3 information to committees. 
Members of the Committee welcomed the Cabinet Secretary’s commitment that 
information at Level 3 would be made available by the relevant directorate. One 
view expressed was that, for the sake of transparency, Level 3 information should 
be provided automatically to committees and not just on request. 
 
Amendments at Stage 3 
 
Some members highlighted that only Scottish Ministers are able to lodge 
amendments at Stage 3 of the Budget Bill and it was suggested that the scope for 
opening this process up to all members be explored. Some members suggested 
that the advent of a minority administration meant that a review of this constraint 
was needed. Other members noted that altering the budget process in the light of 
one particular set of election outcomes would not be appropriate and that any 
changes to the budget process should be sufficiently robust to last several 
parliamentary sessions. 
 
The Committee voted on a proposal by Peter Peacock that the Finance Committee 
should consider the case for greater latitude at Stage 3 of the budget process for 
amendments to be proposed by members, and to report on its considerations to 
the Parliament. The proposal was disagreed to by division, on my casting vote 
(For 3 (Karen Gillon, Des McNulty, Peter Peacock), Against 3 (Roseanna 
Cunningham, Jamie Hepburn, Bill Wilson, Abstentions 1 (John Scott)). 
 
Support for committees 
 

A view was expressed that the Finance Committee should explore whether there 
needs to be an independent source of expert advice  to committees that provides 
support to committees in conducting their budget scrutiny and developing 
alternative spending proposals. This could be either in the form of an office of the 
budget or greater resources within the Scottish Parliament Information Centre 
 
Timescale 
 
The final issue raised relates to timescale. Several members indicated that there 
needs to be a longer timescale for committees to scrutinise the budget and noted 
that this year’s process was particularly unsatisfactory, although noting that the 
Scottish Government was constrained, in part, by the timing of the UK Spending 
Review announcement.  
 
Roseanna Cunningham 
Convener 
May 2008 
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Submission from the Scottish Parliamentary Corporate Body 
 

Thank you for your letter dated 15 April, advising the SPCB of the Finance 
Committee’s review of the Parliamentary Budget process. I am pleased to respond 
on behalf of the SPCB. 
 
Although the focus of your review is on the scrutiny of the Scottish Government’s 
budget, we recognise that any changes proposed to that process may have a 
consequential impact on the Written Agreement between the Committee and the 
SPCB. If, as a result of your Review, changes are proposed in respect of the 
Parliament’s process for scrutinising the Scottish Government’s budget, we would 
be happy to discuss any necessary amendments to the timetable and process for 
scrutinising the SPCB’s budget bid.  
 
The SPCB is responsible for providing the resources required by the Parliament. 
Accordingly, any changes to the scrutiny process may impact on the amount we 
need to provide in our budget submission.  We note that you have invited views on 
the merits of having a “Parliamentary Budget Office” which could perform a similar 
role to that of the Congressional Budget Office in the USA. Whilst this is a matter 
for the Finance Committee and Parliament to consider, we would draw the 
Committee’s attention to the potential significant costs associated with this option. 
 
The Congressional Budget Office (CBO) in the USA has an annual budget of 
$37m, with a complement of 230 staff, composed primarily of highly qualified 
economists and public policy analysts, who report on a federal budget in excess of 
$2.5 trillion. Even on a pro-rata basis this would imply a potential cost in excess of 
£500k pa. In practice, the economies of scale enjoyed by the CBO could not be 
achieved in a much smaller operation and therefore the cost of operating a 
comparable service in the Scottish Parliament would be considerably higher. 
 
ALEX FERGUSSON 
Presiding Officer 
30 May 2008 
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Submission from the Scottish Women’s Budget Group 

1. Introduction 

This response has been prepared by SWBG in response to the Scottish 
Parliament’s Finance Committee’s consultation paper – Review of the Budget 
Process. 

SWBG welcome the opportunity, provided by the Finance Committee’s 
consultation paper to contribute to the review of the budget process. In particular 
SWBG welcome the stated focus of the Committee to consider ‘both the 
processes for scrutiny and the resources available to support the Parliament in 
that task’.  

SWBG have engaged with the Scottish budget process following the devolution 
settlement on a number of levels. The group have consistently provided written 
commentary in response to both the published annual spending plans and multi-
year spending reviews; SWBG members have appeared before a number of 
committees during the scrutiny process to provide evidence in support of their 
written commentary and SWBG is an active member Equality Proofing Budgets 
and Policy Advisory Group of the Scottish Government, which has provided a 
forum for evaluating the Scottish budgetary process form an equality perspective. 
In addition to this group level activity, two individual members of SWBG were 
commissioned by the Scottish Executive in 2000 to track the first ever budget 
process of the newly established Scottish administration and to explore 
opportunities for incorporating a more gender aware approach to the resource 
allocation and related policy processes.41  

This paper should be considered in the context of the aforementioned activity. 
That is, SWBG, over the period since 1999 have maintained a level of active 
engagement with the budget process and as a result have developed an acute 
understanding of the practices and processes associated with the national budget 
and spending reviews as they have evolved. Furthermore, SWBG have 
consistently highlighted the relevance of the budget process in progressing with an 
overall equality mainstreaming agenda and have drawn attention to the meaningful 
opportunities, evident within the Scottish framework, for both Parliamentary 
Committees and the wider public to assess spending proposals and to 
subsequently inform patterns of public expenditure.  

SWBG have highlighted a number of points below in response to the Committee’s 
focus on both process and resources. The key consideration for SWBG is how the 
current review of the budget process will address the lack of progress to date in 
promoting a more gender aware approach to the national budget. Thus, SWBG 
deem a significant outcome of the Scottish Parliament’s budget review process to 
be the implementation of measures designed to ensure adequate and effective 
consideration is given to equality objectives throughout the budget process. This is 
not only crucial if both the Parliament and Scottish Government are to meet their 
                                          
41 http://www.scotland.gov.uk/library5/society/epbudget.pdf
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explicit commitments to mainstreaming equality but also, and perhaps more 
importantly, in ensuring that public services are resourced and delivered in 
accordance with current equality focused legislative requirements.  

2. Processes for Scrutiny 

The Current Process 

As outlined in the consultation paper Stage 1 of the budget process last occurred 
in 2004 and will not take place until the next Spending Review, scheduled for 
2009. Given the strategic function of Stage 1 in providing opportunities for 
consultation and effective engagement with the wider public to support the 
Parliament’s scrutiny of the Government’s future spending plans and priorities the 
current review should consider how best to improve upon the timing, frequency 
and nature of Stage 1. 

SWBG believe the opportunity and space allowed via the current Stage 1 to have 
been key in facilitating a process of awareness raising and capacity building with 
regard to the rationale for, and methods employed in, gender responsive 
budgeting at the most relevant strategic level. That is, acting on an explicit 
commitment to gender or equality mainstreaming requires that policy priorities, 
and the resulting spending plans, are assessed with specific reference to equality 
considerations. Progress, albeit limited, had been made over the years and key 
developments such as equality statements in the budget documents can be 
attributed, in part, to activities and outcomes associated with Stage 1 of the budget 
scrutiny process. Although the use of equality impact assessment tools throughout 
the policy process is stated to be common practice across all Scottish Government 
activities, this practice is still under development. Indeed evidence of the actual 
use of such tools was non-existent in the Scottish Government’s most recent 
Budget and Spending Review.  

The comprehensive and sustained employment of equality impact assessment 
tools at all stages of the policy process is an essential component of any effective 
equality mainstreaming strategy, demonstrating an approach that is ex-ante in 
nature. In theory, the national budget should reflect such an approach and 
respective budgetary allocations should be presented in a format that provides 
evidence of relevant equality impact. It is crucial then that formal mechanisms are 
in place, providing the time and appropriate opportunities for effective 
Parliamentary scrutiny of the Government’s spending proposals. In practice, the 
limited application of equality impact assessment tools across the whole range of 
Government activities indicates that the spending plans detailed within the national 
budget will not necessarily comply with a commitment to equality mainstreaming. 
Thus it is even more crucial that mechanisms are in place for effective scrutiny 
with respect to an overall equality objective. Although ex-post in nature, and not 
consistent with a mainstreaming approach, the focus on the budget statement 
serves in highlighting any inconsistencies in terms of high level strategic priorities 
and resulting resource allocations.  
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In progressing with an equality mainstreaming agenda and in particular a 
commitment to ‘equality proof’ the budget SWBG would recommend the following: 

• The retention and enhancement of Stage 1 of the budget process with a 
view to establishing more effective scrutiny. Stage 1 could effectively be 
viewed a ‘pre-budget review process’. 

• It is unclear as to whether the publication of the AER will continue and if not 
what will replace it. It is crucial that some form of ‘review of spending’ is 
retained as part of the budget process for the purposes of examining how 
resource allocations correspond with explicit high level strategic objectives. 
Rather than occur only in Spending Review years, Stage 1 should 
incorporate Stage 2 and in non-spending review years the focus is on 
scrutiny of public spend targeted at specific strategic policy objectives for 
the purpose of exploring evidence of progress 

• This enhanced Stage 1 would ensure that the budget scrutiny process fits 
with the key principles of FIAG in providing the opportunity for the public to 
have the opportunity to put their views to subject committees, as well as 
individual MSPs at an early stage of the process and providing a 
meaningful role for subject and Finance Committees. Opportunities can be 
provided but in order to be effective they have to be meaningful and formal. 
An enhanced and almost continuous Stage 1 would serve to focus 
attentions on the strategic function of the national budget statement. With 
an infrequent Stage 1 it is hard to envisage how the scrutiny process can be 
anything other than a mechanism for ensuring financial probity. 

• An enhanced Stage 1 would require a commitment from Committees to 
undertake financial scrutiny in their inquiry work and other related activities 
routinely. This would be consistent with an overall mainstreaming approach 
in that it represents a transformation of the policy process that is ex-ante in 
nature. Scrutiny of spending would occur as a rule as opposed to occurring 
in response to the national budget statement, at a stage where there is little 
scope for change 

Role of the Finance Committee and the Equal Opportunities Committee 

In supporting the implementation and ongoing development of an enhanced Stage 
1 SWBG consider the Finance Committee to have a key role. If the Parliamentary 
budget scrutiny process is to operate as an effective challenge function and 
financial scrutiny is to become a significant feature of the work of all Committees it 
is considered crucial that Finance take the lead on this.  

Practical experience of gender responsive budgeting in a range of other countries 
has highlighted the role of the Finance Department in supporting spending 
departments in developing more gender aware approaches to the policy process. 
Adopting a more effective ‘challenge function’ as opposed to a narrower focus on 
financial probity has been identified as key to success.  

In progressing with an overall high level objective to promoting equal opportunities 
for all and the related commitment to equality mainstreaming it is essential that 
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spending allocations are routinely considered with reference to equality impact. 
The Parliamentary budget scrutiny process is an obvious mechanism for ensuring 
such routine consideration takes place and the framework established in Scotland 
following the devolution settlement provides invaluable opportunities to capitalize 
on the current Committee structure. 

In considering the role of the Finance Committee in an enhanced budget scrutiny 
process and the Committee’s relationship with other Committees, SWBG would 
recommend the following: 

• The Finance Committee issues formal guidance at the outset of an 
enhanced Stage 1 to all subject Committees.  

• In developing this guidance the Finance Committee should collaborate with 
the Equal Opportunities Committee, given their cross cutting strategic focus 
on equality. This would ensure sufficient consideration is given to equal 
opportunities which is essential for the purpose of enhancing the scrutiny 
process in line with an overall mainstreaming strategy 

Role of the Budget 

As indicated in the Consultation paper, the time restrictions relating to the formal 
budget process acts as a barrier in terms of effective scrutiny. SWBG agree with 
this and would add that the focus on the actual annual budget statement is 
constraining in terms of promoting a more gender aware approach to the resource 
allocation process. 

SWBG would recommend the ‘mainstreaming of financial scrutiny’ as indicated 
above. This would serve to remove the very limiting focus on the annual budget 
statement and provides greater scope for developing alternative spending plans 
consistent with promoting an equality objective. 

The focus on the annual budget statement as opposed to the more strategic 
spending reviews is indicative of an ex post approach and therefore not consistent 
with an overall mainstreaming agenda. Furthermore experience to date indicates 
that there is little scope for actual shifts, other than minor adjustments, with 
respect to budgetary allocations as detailed in the budget documents and that the 
Parliamentary scrutiny process itself has offered little meaningful opportunities to 
present alternative spending proposals. 

Engaging in financial scrutiny in a more systematic way would be more consistent 
with a mainstreaming strategy and would offer more meaningful opportunities to 
develop and present alternative spending proposals. 

3. Resources to Support the Scrutiny Process 

The provision of independent technical advice on budgetary matters as well as the 
relevant evidence base to inform critical evaluation and subsequent debate 
focused on the Government’s proposed and actual spending is considered crucial 
in terms of enhancing the Parliamentary budget scrutiny process. 
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SWBG believe that in order to support the scrutiny process in terms of promoting 
an overall mainstreaming strategy the Finance and Equal Opportunities 
Committees should take the lead and assume joint responsibility for overseeing 
the process. This could take the form of the formal guidance referred to above as 
well as a series of budget briefing papers or seminars for Committee members 
and their respective budget advisors. This would build capacity amongst all 
relevant actors and make explicit the relationship between the budget, financial 
scrutiny and the strategic objective to promote equal opportunities for all. The 
combined skills and remit of both Committees would effectively act as a resource 
in supporting the work of other Committees. 

SWBG further believe the practice of appointing budget advisors across all 
Committees should continue and that there would be merit in having a dedicated 
Parliamentary Budget Office. Such a formal resource could draw upon the current 
skill base and specialist expertise evident within SPICE . 

 

4. Concluding Comment 

SWBG very much welcome the opportunities offered by the Finance Committee’s 
review of the Parliament’s process for scrutinizing the Scottish Government’s 
budget. Formal and meaningful scrutiny mechanisms are a key component of an 
overall equality mainstreaming agenda. The review presents an opportunity to 
enhance the existing scrutiny function of the Parliament in line with an equality 
mainstreaming approach. SWBG believe this to be a significant development 
within a Scottish context in supporting and promoting a more gender aware 
approach to the resource allocation process.  

The Scottish experience of gender budgeting to date has attracted significant 
attention from an international audience and a number of international publications 
have highlighted the Scottish case study as a practical example of the benefits of a 
focus on process. Most recently two members of the SWBG were invited to give 
evidence to the Status of Women Canada Standing Committee of the Canadian 
Parliament. The purpose of the evidence session was to highlight how the 
practices and processes associated with the Scottish Parliamentary Committee 
structure provided a favourable framework for developing more gender sensitive 
budgeting. In particular the Status of Women Canada Committee was interested in 
the role played by Equal Opportunities Committee throughout the budget process. 
The appointment of specialist advisors and the collaborative relationship with the 
Finance Committee was considered a model of good practice and the Committee 
was keen to track developments in Scotland with a view to sharing such good 
practice.  

Clearly the emphasis on process and the role of the Parliamentary Committees 
has the potential to continue to promote Scotland as pioneering, with respect to 
developing and promoting gender budgeting, at an international level. The Finance 
Committee and the Equal Opportunities Committee, working in partnership, could 
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provide a framework for ensuring the budget scrutiny process evolves in line with a 
sustainable and systematic approach to equality mainstreaming. 

SWBG would be pleased to discuss these comments further. 
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KEY POINTS 
 

• In recent times, there has been increasing interest from groups like the World Bank, the 
OECD and others in the role of legislatures in budget processes 

 
• Increased legislative scrutiny of budgets is now widely recognised as contributing to 

benefits like efficiency in spending and greater consensus about budget choices 
 
• Budget-making legislatures are rare, with the prime example being the United States 

Congress 
 
• Most legislatures approve the budget tabled by the executive with some minor changes 
 
• Westminster-type legislatures generally approve the budgets of the executive without 

changes, with any successful amendments to the budget seen as an effective vote of no 
confidence in the government of the day 

 
• The Scottish Budget process allows the Finance Committee to suggest a non-binding 

alternative budget during the pre-legislative scrutiny phase, but only a member of the 
Executive may actually amend the budget during the passage of the Budget Bill 

 
• International evidence suggests that a minimum of three to four months is required for 

the approval of the budget by a legislature on the basis of meaningful analysis and 
scrutiny  

 
• There are, broadly speaking, two types of constitutional scenarios in place for when the 

legislature fails to pass a budget in time for the new fiscal year – countries where interim 
spending without explicit legislative authorisation is possible and countries where this is 
not possible 

 
• More detailed discussion and scrutiny of the budget is deemed to be most effective in 

parliamentary committees away from the political “limelight” of the debating chamber 
 
• Most legislatures have a finance or budget committee of some kind, which often has a 

“co-ordinating” role with subject committees feeding more expert, sectoral views to the 
finance committee 

 
• Some legislatures have substantial budget research capacity, some have smaller 

research units providing budget research support, and many legislatures have negligible 
or non-existent budget research capacity 

 
• Overall, the Scottish budget process comes out relatively favourably when measured 

against budget best practice criteria (see table 7, p11) 
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INTRODUCTION 
Usually budget processes and amendment powers are contained in a country’s written 
constitution, but they can also be based on convention, determined by ordinary legislation, or 
spelled out in parliamentary rules.  
 
Because of the wide variety of constitutional histories and existing budgetary conventions that 
exist across the world, it has not been possible to simply look up a nation’s constitution and find 
a section on the budget process which is comparable to Scotland’s budgetary system. 
Consequently, this briefing takes a more general approach and looks at the types of budget 
processes throughout the world.   
 
Further information on the Scottish Budget process can be found in “Guide to the Scottish 
Budget – Subject Profile”, by Burnside (2007) and an annual Scottish Budget process timeline 
can be seen in Annex 1.  
 

THE ROLE OF THE LEGISLATURE IN THE BUDGET PROCESS – 
INTERNATIONAL COMPARISONS 
There is a lack of literature or documented experience on the role of legislatures in the budget 
process. However, this has started to change in recent times and there is increasing interest on 
the part of the World Bank, OECD, and other groups emerging with an interest in the legislative 
roles in Budgets, like the International Budget Project and the Commonwealth Parliamentary 
Association. Increased legislative participation in budgeting is now widely recognised as leading 
to benefits like efficiency in spending and the fostering of consensus about budget choices.  
 
The information presented below is taken from a number of sources and talks of parliamentary 
budget scrutiny processes in general to provide a picture of the kind of factors which make 
parliamentary amendments to the budget more or less likely.  
 

Types of Budget Powers 
The principal indicator of the impact of the legislature in the budget policy-making process is the 
extent to which it can influence the content of the budget. The literature on Budget process 
identifies three types of legislatures in terms of scrutiny power, which are presented in the box 
below.  
 
 
A typology of legislative Budget powers 
 

1. Budget-making legislatures have the capacity to amend or reject the budget proposal of the 
executive, and the capacity to formulate and substitute a budget of their own. 

2. Budget-influencing legislatures have the capacity to amend or reject the budget proposal of 
the executive, but lack the capacity to formulate and substitute a budget of their own. 

3. Legislatures with little or no budgetary effect lack the capacity to amend or reject the budget 
proposal of the executive, and to formulate and substitute a budget of their own. They confine 
themselves to assenting to the budget as it is placed before them.  

 
Source: Inter- Parliamentary Union, 2004.  
 

http://confinder.richmond.edu/
http://www.scottish.parliament.uk/business/research/briefings-07/SB07-33.pdf
http://www.scottish.parliament.uk/business/research/briefings-07/SB07-33.pdf
http://www.internationalbudget.org/
http://www.cpahq.org/
http://www.cpahq.org/


 

providing research and information services to the Scottish Parliament 
5 

Budget-making legislatures are rare. The United States Congress is the prime example in this 
category and is unrivalled among legislatures with regard to its influence on budgets. Each year, 
Congress determines its own budget policy and within this framework determines departmental 
spending and taxation measures. There are no constitutional limits on the budgetary powers of 
Congress, which can spend over eight months debating each budget.  
 
Most legislatures generally approve the budget tabled by an executive with some minor 
changes. According to an OECD (2002) survey, 63% of legislatures surveyed indicated that 
they generally make minor adjustments (see table 1 below). It is worth noting that the OECD 
surveys of 2002 and 2007 referred to in this paper (see below) are completed by member states 
themselves and are not independently verified (OECD, personal communication).  
 
Examples of legislatures that make minor adjustments to government budgets are Sweden, 
Finland, South Korea, most of continental Europe and Latin America. These legislatures do not 
take the budget policy making function from the executive, but make adjustments while leaving 
the overall contours of the budget intact.   
 
The other type of parliamentary legislative budget power is those legislatures with little or no 
budgetary powers, and where the draft budget tabled by the government is generally approved 
without changes. This group largely covers Westminster-type parliamentary systems, where any 
successful amendment to the budget is considered an effective vote of no confidence in the 
government. Examples of this model of budget scrutiny are the UK, Australia and New Zealand.  
 
Looking at the Budget process in Scotland, although only a member of the Government can 
propose an amendment to the budget bill, committees and individual members of the Parliament 
can make spending recommendations to the government in the pre-legislative scrutiny stage. 
Also in the pre-Budget Bill stage (at Stage Two of the Budget Process in Scotland), the 
Parliament’s Finance Committee can present an alternative budget with the proviso that it keeps 
within the overall spending limit set by the Executive’s Draft Budget (see Annex 1). In addition, 
the Scottish Parliament also has the power to reject the Executive’s Budget Bill. With these 
powers, the Scottish Parliament meets some of the criteria of the “Budget-making legislature” 
typology in that it has the capacity to reject the budget proposal of the Executive, and has the 
capacity to formulate an alternative budget of its own (albeit the Executive is not obliged to 
accept that alternative budget). However, the Scottish Parliament does not have the power to 
“substitute” a budget of its own, as it can only make alternative budget “recommendations” to 
the Executive at the pre-legislative stage of budget scrutiny.  
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Table 1: Does the legislature generally approve the government’s budget? 
Country No changes Minor changes only Significant changes
Australia X
Austria X
Canada X
Czech Republic X
Denmark X
Finland X
France X
Germany X
Greece X
Hungary X
Iceland X
Ireland X
Italy X
Japan X
Korea (Republic of) X
Mexico X
The Netherlands X
New Zealand X
Norway X
Poland X
Portugal X
Spain X
Sweden X
Switzerland X
Turkey X
United Kingdom X
United States X
 
Total 

6 
(22%)

17  
(63%)

4 
(15%)

Source: OECD (2002), adapted from Inter-Parliamentary Union (2004) 
 
The remainder of this briefing looks at the more formal and specific elements of the budget 
process in various OECD countries, specifically amendment powers; time allocated to scrutiny; 
the role of committees in the budget process and support to Parliamentarians.  
 

Amending the Budget 
The literature on budget scrutiny outlines the following general types of power of legislatures to 
amend the budget: 
 

• Legislatures which face constitutional restrictions on their right to introduce financial 
legislation. Where parliamentarians cannot introduce financial legislation, it is the sole 
prerogative of the executive to initiate spending and revenue measures.  

• Legislatures with legal power to amend financial legislation. The more permissive these 
powers are, the greater is the potential scope for legislative activity on the budget 

• Constitutions that provide for executive veto authority. 
 
Table 2 below outlines various examples of budget amendment powers in existence, and the 
number of countries in each category as surveyed by the Inter-Parliamentary Union (2004) and 
OECD (2007) (table 3).  
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Table 2: Legislative powers to amend the budget 
Rights No. of Countries
Unlimited powers to amend the budget 32
Reductions of existing items only 17
Rights not specified 15
Increases must be balanced with commensurate cuts elsewhere 13
May reduce expenditure, increase only with permission of government 4
Total  81

Source: IPU 2004 
 
 
Table 3:  Formal powers of the legislature to amend the Budget in OECD countries 
Rights Number % Countries
Unrestricted powers to 
amend the budget  

17 56.7 Austria, Belgium, Denmark, Finland, 
Germany, Hungary, Iceland, Italy, 

Luxembourg, Netherlands, New Zealand, 
Norway, Portugal, Slovakia, Sweden, 

Switzerland, USA
Amendment powers but 
cannot change totals 
proposed by government 

3 10.0 Czech Republic, Mexico, Poland

May amend to decrease 
existing expenditure / 
revenues 

2 6.7 Canada, United Kingdom

No amendment powers – 
may only approve or reject 
budget as whole 

1 3.3 Greece

Other 7 23.3 Australia, France, Ireland, Japan, South 
Korea, Spain, Turkey

Total 30 100.0
Source: OECD 2007 
 
 
A study by Krafchick and Wehner (1999) looked at why some parliamentary systems are able to 
effect greater changes in the budget than other systems. They found that in the UK and 
Australia, amendments to the budget were few and minor. In Germany, however, more 
substantial amendments to the budget were more frequent. They concluded that the key factors 
in explaining the varying degrees of legislative amendments to the government’s budget were: 
 

• The extent of amendment power granted to Parliament 
• A set of factors influencing the role of the Budget scrutinising Committee – see section 

below entitled “Comparing the Scottish Process with international best practice” 
 
The amendment powers of a Parliament (as shown in table 3 above) may be either restricted or 
unrestricted to a greater or lesser degree. The classic example of a legislature with unfettered 
powers to amend the budget is the United States, whose constitution provides no legal limit on 
the budgetary powers of Congress. Generally, presidential systems grant greater amendment 
powers, but with the important proviso that they are often combined with a right of veto by the 
President or government.  
 
Other countries constrain the powers of the legislature so as to protect the balance between the 
revenue and expenditure of the government. This requires that any increase of expenditure has 
to be counter-balanced with a corresponding cut elsewhere to maintain the aggregate total. 
Most parliamentary systems prefer to confer only restricted amendment powers to the 
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legislature. Reductions in expenditure are generally allowed, but restrictions are placed on 
powers to increase expenditure.  
 

Time Allocated to Budget Scrutiny 
The literature on budget scrutiny best practice also emphasises the importance of the timing of 
the budget. International experience suggests that a minimum of three to four months is 
required for legislative approval of the budget, based on meaningful analysis and scrutiny 
(Wehner 2004). In addition, the literature suggests that the budget should be lodged sufficiently 
in advance of the fiscal year to which it relates in order for the legislature to have ample 
opportunity to pass the Bill in time for the new fiscal year.  
 
There are broadly speaking two types of constitutional scenarios in place for when the 
legislature fails to pass a budget in time for the new fiscal year: countries where interim 
spending without explicit legislative authorisation is possible, and countries where this is not 
possible.   
 
The best example of the latter case is the United States, where there are no constitutional 
provisions for such circumstances. Government shutdowns occur when the budget has not 
been approved at the beginning of the financial year, or where Congress has not authorised 
interim spending. This happened most recently in 1995-96 when President Clinton was unable 
to get his budget through Congress leading to the temporary shutdown of some federal 
agencies.  
 
Other countries have arrangements in place which stipulate a reversionary budget. In some 
countries, like France, the executive’s draft budget takes effect if it has not been passed at the 
beginning of the financial year. Such rules build in a strong incentive for the legislature to 
expeditiously conclude scrutiny of the budget. However, to scrutinise spending effectively, there 
is a requirement on the part of the executive for a timely presentation of the budget. A typical 
arrangement in many constitutions when the budget is not in place for the new financial year, 
and what is in place in Scotland, is for automatic interim spending along the lines of the 
previously approved budget to “kick in”. Scottish Budget Bills (see for example, Scottish Budget 
Bill 2008-09) state that if at the beginning of the financial year there is not “overall cash 
authorisation for that year” then one twelfth of the previous year’s budget or the amount paid out 
in the corresponding month of the previous year will be the month-to-month budget until a 
Budget Act is passed.  
 
The table below presents the results of an OECD survey in 2003 asking the question how far in 
advance of the start of the fiscal year does the executive present its budget to the Parliament. 
Scotland, like the majority of countries surveyed, would be placed in the “two to four months” 
category with regard to the introduction of the Budget Bill. The Scottish Government’s Draft 
Budget, however, is usually introduced approximately 6 months in advance of the following 
financial year.   
 
 
 
 
 
 
 
 

http://www.scottish.parliament.uk/s3/bills/05-Budget/b5s3-introd.pdf
http://www.scottish.parliament.uk/s3/bills/05-Budget/b5s3-introd.pdf
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Table 4: How far in advance of the start of fiscal year does executive present its budget 
to Parliament?  
 Number of countries % of total
Up to two months 7 23.3%
Two to four months 20 66.7%
Four to six months 1 3.3%
More than six months 1 3.3%
1 month after 1 3.3%
Total 30 100.00%

Source: OECD 2007 
 

Role of Committees in the Budget Process 
In the Scottish Parliament and in Parliaments throughout the world there are plenary budget 
debates and legislation is passed on the floor of the house. These debates tend to be about the 
broad principles of the budget, and to have a publicity function for both the government and 
opposition. The government can use the occasion to present its policies, while opponents point 
out what they perceive to be the shortcomings of the budget and highlight alternatives. It is often 
the case in plenary budget debates that large parts of the discussion do not even focus on the 
budget.  
 
The literature on Budget scrutiny, and the experience of the Scottish Parliament thus far, 
suggests that more detailed discussion of budget figures usually occurs at committee level, 
away from the “political limelight” of the chamber. It is widely acknowledged that legislatures 
need strong committees to be effective and, in the case of the budget, it is often in committees 
where the more technical scrutiny of government spending occurs (Wehner 2004). Where the 
committee stage is underdeveloped, and discussion of the budget takes place mainly on the 
floor of the house, the budgetary role of the legislature tends to be weak (Inter-Parliamentary 
Union 2004). 
 
Most legislatures have a finance or budget committee of some kind. This often has a co-
ordinating role (as happens in Scotland) with subject committees feeding more expert, sectoral, 
views to the finance committee. The thinking behind this structure is for the finance committee 
to look at the budget overall, and to protect the budget from demands for increased spending 
from subject committees, like those dealing with health, education or transport, who may seek to 
get spending boosts in “their” sectors without necessarily considering the consequent impacts 
on spending in other areas.  
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Table 5: What best describes the committee structure for dealing with the budget?  
Committee Structure Number % Countries
A single budget committee formally 
considers all budget-related matters. 
Sectoral committees may make 
recommendations, but the budget 
committee does not have to follow 
them.  

12 40.0% Denmark, Finland, Germany, 
Greece, Iceland, Italy, Japan, 

Luxembourg, Poland, 
Portugal, Slovakia, 

Switzerland

A single budget committee formally 
considers the budget, but members 
from sectoral committees attend 
meetings where spending in their 
specific areas are discussed.  

3 10.0% Austria, France, Turkey

A single budget committee formally 
considers budget aggregates and 
sectoral committees formally 
consider spending for sector specific 
appropriations. 

7 23.3% Belgium, Czech Republic,  
Ireland, Norway, South Korea, 

Sweden, USA 

Sectoral committees formally 
consider appropriations for each 
respective sector. No budget 
committee is in place or it provides 
technical assistance only.  

3 10.0% Hungary, Netherlands, United 
Kingdom

No formal committee involvement, 
but committees may choose to 
consider aspects of the budget. 

0 0.0%

Other  4 13.3% Canada, Mexico, New 
Zealand, Spain

Missing  1 3.3% Australia
Source: OECD 2007 
 

Budget Support to Parliamentarians 
The provision of expert support to parliamentarians is also considered in the budget literature as 
being a useful tool for improving scrutiny and providing legislatures with an effective counter-
weight to the resources of the civil service. Some legislatures which are more active in 
budgetary terms, have substantial budget research capacity. The Congressional Budget Office 
in the USA, has around 230 staff members. Some legislatures have smaller research units that 
specialise in budget analysis, and others have more general research units (along the lines of 
SPICe research) that can deliver some budget analysis when requested. However, in many 
legislatures, budget research capacity is negligible or non-existent.  
 
Table 6: Is there a specialised budget research organisation attached to the legislature 
that conducts analyses of the budget?  
 Number % Countries
No  17 56.7% Australia, Austria, Czech Republic, Denmark, France, 

Germany, Greece, Hungary, Iceland, Ireland, Luxembourg, 
Norway, Slovakia, Spain, Sweden, Switzerland, Turkey

Yes 9 30.0% Belgium, Italy, Japan, Mexico, Netherlands, Portugal, South 
Korea, United Kingdom, USA

Other 4 13.3% Canada, Finland, New Zealand, Poland
Total 30 100.0% 

Source: OECD 2007 
 

http://www.cbo.gov/
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In its current review of the Budget process the Finance Committee has asked respondents to its 
“consultation paper” to consider whether the Scottish process would benefit from a 
“parliamentary budget office” to provide “independent, technical advice on budgetary matters 
not only during the budget process but throughout the year” (Scottish Parliament Finance 
Committee 2008). 
 

Comparing the Scottish Process with International Best Practice 
As mentioned above, a study by Krafchick and Wehner (1999) looked at the international best 
practice in budget scrutiny and sought to identify why some legislatures were more effective 
than others at influencing a government’s budget. The main factors identified as influencing the 
role of the Budget Committee in influencing the budget are summarised in the table below. An 
attempt has been made to assess how Scotland compares against each of the best practice 
criteria.  
 
 
Table 7: How does Scottish process compare with international best practice in budget 
scrutiny?  
Factors influencing the Budget process In place in the Scottish Budget process? 
The Location of amendment powers.  
Has the Budget Committee the right to suggest 
amendments to the Budget to the plenary? In the 
absence of such suggestions, amendments to 
the budget are not likely to be taken by the 
plenary. 
 

Yes. The Scottish Parliament’s Finance 
Committee can suggest an alternative budget at 
stage 2 of the process, provided it remains within 
the government’s aggregate total (see Annex 1).  

Time allocated to committee debate of the 
budget. 
How much time is allowed for the Budget 
Committee of a Parliament to analyse the Budget 
and to formulate amendments? A suitable 
amount of time is required. 
 

The Subject Committees and the Finance 
Committee normally have opportunities to 
scrutinise the Government’s plans from March to 
June (when there is stage 1) and from 
September to December at stage 2 of the Budget 
process (see Annex 1).  

Involvement of other committees in the 
budget process. 
How is the involvement of other committees in 
the budget process organised? What are the 
relations between the Budget Committee and the 
other committees? Only when the Budget 
Committee has a strong co-ordinating role with 
regard to the numerous wishes and inputs from 
the other committees can substantial 
amendments to the draft budget be expected. 
 

In the Scottish Budget scrutiny system, the 
Finance Committee co-ordinates input from the 
subject committees and incorporates subject 
committee views into its report. There is possibly 
a debate to be had over the extent to which 
subject committees feel “engaged” with the 
budget process but, in theory at least, this factor 
is met by the Scottish process. 

Information from the government. 
Does the Budget Committee have access to 
sufficient information from government? Timely 
information on the implementation of the current 
budget for instance, is crucial to the Budget 
Committee.  

While there is always going to be debate as to 
the adequacy of the information provided by the 
Government, there are channels in place for 
parliamentarians to seek improvements to the 
information via the existing process. The timing 
of the Scottish Budget is also “at the mercy” of 
the UK Budget timing – for example, this year’s 
Scottish Spending Review was delayed due to 
delays in the publication of the UK Spending 
Review.  
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Independent research.  
Is the Budget Committee sufficiently supported 
by independent research? The Congressional 
Budget Office (CBO) for instance, with over 200 
specialised research staff undertakes objective 
analyses and Budget projections. The CBO 
exerts considerable influence on budget policy.  

Scotland’s Budget process does not have the 
support infrastructure of the CBO, and there is 
unquestionably a mismatch between the 
“expertise” and resource held by the civil service 
and that held by the Parliament. However, SPICe 
is available and has access to a budget for 
“external” research when required. The Finance 
Committee also has a standing budget adviser 
and subject committees are free to appoint 
budget advisers if they wish.  
 

Treatment of Audit findings.  
Are the results of the control of the Auditor 
General and the results of the Public Accounts 
Committee (Auditing Committee) fed into the 
budgetary process? If not, the Budget Committee 
is missing a significant source of expert opinion 
and information.  

The Parliament is still a relatively young 
institution, so the jury is still out on this one. 
However, there are currently no institutional 
arrangements in place to feed Audit findings into 
the Budget process. However, any committee is 
free to make use of a report by the Auditor 
General.  
 

Involvement of the Budget Committee in 
ordinary legislation. 
Is the Budget Committee sufficiently involved in 
ordinary (non-budgetary) legislation in order to 
ensure that such legislation is robustly costed?  

All Financial Memoranda for Bills go before the 
Finance Committee for scrutiny. The Finance 
Committee reports to the legislation’s lead 
committee which takes the Finance Committee’s 
views into account.  
 

Internal organisation of the Budget 
Committee.  
Is the Budget Committee well enough organised 
to fulfil its remit efficiently?  
 

The Finance Committee of the Scottish 
Parliament is staffed by a clerking team of 4 staff, 
an adviser and is supported by SPICe.  

Source: Adapted from Krafchick and Wehner 1999 
 
Overall, it is probably fair to say that, on paper at least, the Scottish process when measured 
against most of these criteria comes out relatively favourably.  Scotland is better placed than 
many legislatures in that it has some capacity for budget research, via SPICe and Budget 
advisers. In addition, Scotland is in line with best practice when it comes to time allocated to 
budget scrutiny, the committee structure in place for dealing with the budget and the 
involvement of the Finance Committee in ordinary legislation. However, in working towards 
improving the Scottish process, the literature suggests that it is important that parliamentarians 
continue to use the channels in place to seek improvements to information from the 
Government, and that audit findings are more systematically fed into the budgetary process.  
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ANNEX 1: THE ANNUAL SCOTTISH BUDGET PROCESS 
Other 

elements 
 
 
Spring: UK 
Budget 
 
 
 
 
 
 
 
 
 
End Year 
Flexibility 
announced 
before or 
after 
summer 
Recess 
 
 
 
UK 
Spending 
Review 
 
 
 
November:  
Autumn 
revisions  
 
 
Nov: 
UK Pre-
Budget 
Report 
 
 
 
 
 
 
 
 
 
February: 
Spring 
revisions 
 
 

 
 
 

 
 

 
 
 
 
 
 

 
 
 
 
 
 
 

 
 
 
 
 

 
 

 
 
 

 
 

 

Stage One (March -June) IN SPENDING 
REVIEW YEARS  
The Annual Evaluation Report (AER) is 
published comprising a high level overview of 
the Executive’s spending plans and priorities.  
The relevant subject committees will be 
responsible for commenting on the relationship 
between expenditure plans and policy priorities 
in their spending area (this may also involve 
consultation with outside bodies and interested 
individuals). 
 
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. 
NB Under a revised Written Agreement, stage 
one will only take place in Spending Review 
(SR) years. However, there was no AER for SR 
07 due to the Scottish election in May.  
 
Stage Two (September – December) 
Firmer spending plans are published in 
September/October.  Again, each subject 
committee may report to the Finance 
Committee on relevant parts of the package, 
and, where stage one has taken place, to 
identify whether the Parliament’s Stage One 
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 
overall spending limit set by the Executive’s 
draft budget.  In any event, the Finance 
Committee will produce a report by December 
which will then be debated by the Parliament 
before Christmas Recess. 

 
 
 
 
 

 
 
       Stage Three (January – February) 
 The formal parliamentary process of enacting 

the Budget Bill.  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 the following 
financial year. 

 
 
 
 

 
 
 

 
 

 
Executive amendments and 

Parliamentary vote  

Parliament debates Budget Bill 

January: Executive produces 
proposals (having considered 

Parliament's recommendations) 

September: Executive publishes 
draft Budget and Spending Plans 

Subject committees examine and send 
reports to Finance Committee 

Finance Committee considers the 
draft budget and may propose 

alternative 

December: Finance Committee 
Report; Mid Dec.: Parliament 

debates Report 

June: Finance Committee Reports 
to Parliament.  Parliament debates 

this Report 

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

Finance Committee oversees 
consultation process with subject 

committees 

Mar/Apr: Publication of Annual 
Evaluation Report 
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Finance Committee 
 

16th Meeting, 2008 (Session 3), Tuesday, 10 June 2008 
 

Local Authority Single Status Agreement 
 
1. At its meeting on 11 March 2008, the Committee agreed that the 
Convener should once again write to COSLA seeking an up-date on what 
progress has been made by local authorities in implementing the Single 
Status agreement which had been the subject of a previous inquiry by the 
Finance Committee in Session 2. 

2. COSLA responded to the further letter from the Convener and this 
response is attached.  In this letter, COSLA offered a meeting to discuss the 
issue further and the Convener and Deputy Convener met with 
representatives from COSLA on 20 May 2008.  A report of this meeting is 
attached. 

3. In the intervening period, the Scottish Women’s Budget Group (SWBG) 
wrote to the Committee highlighting concerns it has with Single Status and 
asking the Committee to consider these concerns in light of the response from 
COSLA.  The SWBG also asked the Committee to consider undertaking 
further investigation into the issue of Single Status by taking evidence and/or 
referring the issue to the Local Government and Communities Committee, 
Equal Opportunities Committees or Audit Scotland.  The letter from SWBG is 
also attached.  

4. The Committee is invited to consider whether it wishes to undertake any 
further work in connection with Single Status. 

 
Susan Duffy 
Clerk to the Committee 
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Response from COSLA 
 
Dear Andrew,  
 
Finance Committee Inquiry into the financial implications of the Single 
Status Agreement - COSLA Response  
 
On 5 February 2008 you wrote asking for information regarding the progress 
being made by councils in Scotland toward implementing the Single Status 
Agreement.  
 
Leaders of Scottish councils previously agreed that COSLA should co-
ordinate the responses to the questions asked in an earlier letter sent to 
councils. Subsequently a telephone discussion took place between Des 
McNulty MSP, then convener of the Finance Committee, and Joe Di Paola, 
Head of the Employers Organisation at COSLA; during which the Convener 
accepted that the formal response to the Finance Committee's request would 
come from COSLA on an aggregated basis.  
 
You will, I am sure, be aware of the overall context in which information 
relating to Single Status and associated Equal Pay matters requires to be set. 
The need for confidentiality and extreme care in the sharing and release of 
information regarding negotiations with trades unions remains a central 
concern for Scottish Councils.  
 
Your original letter asks three questions, which I have para-phrased below, 
and suggests categories to guide the type of response required. The situation 
has moved on significantly since the questions were first asked and it would 
seem appropriate for a collective response to avoid focusing on the details of 
each council and instead provide an overall picture of the current position.  
 
1. Which of these categories best describes the current situation within 
your authority?  
 

• proposals not sufficiently developed to have detailed discussions, 
• developing proposals (includes having detailed discussions with 

unions), 
• presented final proposals (includes having active negotiations or 

undergoing  
ballot),  

• concluded an agreement. 
  
The most recent information obtained by COSLA indicates that councils are 
well on the way to full implementation of Single Status across Scotland with 
almost half councils (14) having already implemented. In addition 4 more will 
have completed this by April 2008 and a further 5 by August. A further 2 have 
indicated that they aim to complete the process by November 2008. Among 
the remaining councils 2 indicate that they are either concluding the 
consultation phase or are awaiting ballot results.  

2. Has your authority undertaken an asset rationalisation/utilisation 
exercise, if so has this released any monies, and will these monies be 
directed toward Single Status?  
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This question, as phrased in the letter, is ambiguous and COSLA's position 
would be that all local authorities include asset rationalisation and utilisation 
as part of their ongoing budgetary process and not specifically to fund the 
Single Status agreement. It is likely that any monies released over and above 
those required to maintain basic service provision, would face competition 
from other areas and could not necessarily be directed solely toward the costs 
of implementing Single Status.  

3. Has your council carried out, or does it intend to carry out a gender 
equality assessment of the pay and grading models proposed by them.  
At this time 16 councils have carried out an assessment with a further 4 to be 
completed by April and another by June.  
Many councils suggest that the logical time to carry this out is after final 
proposals have been presented. Councils are aware that the trades unions 
are obliged by policy constraints to submit the final proposals made by 
councils to their national offices for the purpose, among other things, of 
scrutinising the proposals against the requirement of gender equality. In some 
areas this has resulted in significant delays in progress toward concluding an 
agreement.  

It is clear that there has been a great deal of activity during the last 18 
months, demonstrating that local authorities are aware of the importance of 
the issues and are continuing to working hard toward implementing the Single 
Status agreement. However, it must be realised that the cost of implementing 
the Single Status agreement and introducing equality proofed pay and grading 
systems is of an order previously unheard of in Scottish local government. 
Councils will therefore be faced very difficult choices in respect of their 
budgets over the next period.  
As you will be aware Scottish Local Government has received no specific 
funding to deal with this significant pressure and unlike England and Wales 
has not been granted the flexibility to use capitalisation.  

I trust the information provided herewith meets the Finance Committee's 
needs as set out in the letter and I would like to take this opportunity to 
suggest that we arrange a meeting with yourself, Joe Di Paola and myself to 
discuss these matters in more detail.  

Yours sincerely,  

Councillor Pat Watters  
 
President  
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Local Authority Single Status Agreement – Report back from meeting 
with COSLA 

 
Introduction 

1. At our meeting on 11 March 2008 we agreed that we would write a 
further letter to COSLA asking for information regarding the progress being 
made by local authorities on implementing the Single Status Agreement.   

2. COSLA subsequently responded and offered to meet with us to discuss 
the issue further.  We met with Joe di Paola and Councillor Michael Cook on 
Tuesday 20 May 2008. 

Current Position 

3. Mr Di Paola and Councillor Cook confirmed the current situation which is 
that 18 councils have implemented Single Status, 8 are close to 
implementation and 6 councils are due to complete implementation within the 
next 12 months. 

4. They confirmed that whilst councils will always seek to implement Single 
Status by agreement, they have a duty to comply with Equal Pay legislation to 
avoid any future claims and therefore Single Status must be implemented 
even in circumstances where agreement with the relevant Trade Unions 
cannot be reached.   

5. The process has taken significantly longer than had been anticipated.  
While it was recognised that putting in place a new pay and grading system 
(and the job evaluation which is a necessary part of this) can be extremely 
complex and time-consuming, there have also been a number of sensitive 
and contentious issues, such as the payment of bonuses to groups of 
predominantly male workers with which councils and unions have had to 
grapple. 

6. As specified in COSLA’s letter, councils are carrying out an equality 
impact assessment of the pay and grading models which they are introducing 
and these assessments are being carried out after final proposals have been 
presented.  The final proposals are also assessed by the relevant trade 
unions.  COSLA’s view is that whilst it is aware that trade unions are obliged 
to submit the proposals to their national offices, in some areas this has led to 
a delay in concluding an agreement.  

Resources 

7. In its report on the issue, the previous Finance Committee commented 
on the potential strain on resources for both councils and unions in having to 
deal with 32 individual negotiations and Mr Di Paola and Councillor Cook 
noted that this had been a particular problem for some of the smaller councils.  
COSLA has offered guidance and assistance and to supplement this, COSLA 
is exploring whether the expertise and experience of the staff in some of the 
larger councils which have implemented Single Status can be utilised to 
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provide additional help and resource to those councils which have still to 
reach agreement. 

Cost 

8. COSLA reiterated that the cost of implementing Single Status and 
settlement of past inequalities would be significant.  As mentioned in their 
letter, the representatives stated that unlike England and Wales, Scottish local 
authorities were not allowed to use capitalisation to fund the settlements.  
They also pointed out that the problems were perhaps more acute in Scotland 
because many ancillary staff in English local authorities had been outsourced 
to the private sector and therefore, were no longer local authority employees. 

9. In conclusion, COSLA also offered to provide any further information or 
briefing that we might feel necessary. 

Andrew Welsh 
Convener 
 
Elaine Murray 
Deputy Convener 
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Letter from the Scottish Women’s Budget Group 
 

 
Local Authority Single Status Agreements 
 
I note with interest that the Committee has agreed (12 March 2007) to write 
again to COSLA for an update on progress on the implementation of Single 
Status Agreements. 
 
Scottish Women’s Budget Group, as you may be aware, has consistently 
raised concerns about progress towards effective resolution of ongoing equal 
pay issues, the implementation of Single Status Agreements, and the 
introduction of the new reporting frameworks of the National Performance 
Framework and Single Outcome Agreements.  Most recently we commented 
on these matters in our written response to the Draft Budget and Spending 
Plans last November and in evidence to the Equal Opportunities Committee of 
the Parliament on 27 November.  We also raised our concerns directly with 
the Cabinet Secretary at an SWBG event on 23 January. 
 
I am writing to you now to highlight again our concerns and to look for 
reassurances that the Committee will give thorough scrutiny to the response 
from COSLA.  Specifically, SWBG would wish to see clear time commitments 
and steps identified that give practical effect to the elimination of pay 
discrimination in single status agreements; that the job evaluation exercises 
conducted and introduced to date have eliminated discrimination in pay, 
grading and evaluation, and a commitment to monitor and review pay scales 
and job evaluation systems to ensure pay discrimination is eradicated. 
 
On 27 November 2007, a senior representative from the Equality and Human 
Rights Commission have evidence alongside SWBG in which she stated that: 

 “There is a fundamental problem [with the way in which we evaluate jobs].  
Local authorities could undertake full, proper equality impact assessments of 
their job evaluation schemes and the outcomes.  We have a large public 
sector in Scotland. Local government, in particular, employs a great number 
of women. In terms of closing the pay gap—or moving towards a narrowing of 
the gap—local government must be a focus. Obviously, we know of the real 
issues for women workers in local government in terms of pay inequalities. 
Indeed, in the previous session of the Parliament, the Finance Committee 
investigated some of the concerns around pay inequalities and compensation 
for women workers in local government. 

I understand that about £500 million has been paid out to address those past 
inequalities. Our real concern is that what concerned the previous Finance 
Committee has, in a sense, come to pass. Despite all the work that local 
government is doing, women are still not receiving equal pay. The Equal 
Opportunities Commission undertook an investigation into the role and status 
of classroom assistants. The EHRC is particularly concerned about the 
outcome of the job evaluations that local government is undertaking, which is 
that classroom assistants are seeing their pay go down and not up. That is 
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contrary to our expectation and to the expectation of local government, which 
has paid out on what it sees as past inequalities in the expectation that the 
jobs that women do would rise up the occupational hierarchy.” 

SWBG support the position of the EHRC and would encourage the Finance 
Committee to give close attention to the response from COSLA, if such is 
received, in the context of the comments above and to pursue these issues 
further to a satisfactory conclusion. 

Furthermore, SWBG would wish to ask the Committee what other 
perspectives on this matter they will be seeking in the near future.  As 
COSLA, if it responds, will only provide the perspective from the employers, is 
the Committee considering taking evidence or gathering information from 
other stakeholders including the Trades Unions, EHRC, or others? 

In SWBG evidence to the Equal Opportunities Committee in November we 
raised the imperative of engaging the audit and inspection agencies in 
progressing a resolution to equal pay, and indeed to the effective 
implementation of various equalities duties.  Is it the intention of the Finance 
Committee to approach Audit Scotland to investigate the current practice in 
equality proofing in Scottish local authorities, particularly with regard to equal 
pay? 

I am also writing to the Equal Opportunities and Local Government 
Committees as SWBG feel that this issue will be best served by a joint 
approach.  Has the Finance Committee considered referring the matter to 
either of these Committees for formal investigation?  Will it do so in the 
future? 

Finally, in the light of the views of Committee members that COSLA’s failure 
to respond to previous request is “utterly unacceptable”; will the Finance 
Committee consider appointing a Reporter to pursue this matter?   

I will also be revisiting the issue with the Cabinet Secretary who has given his 
commitment to working towards an effective resolution of this matter. 

I hope that COSLA will respond as requested by the Committee, and that the 
Committee will continue to pursue this crucial question of equality and local 
government performance to a satisfactory and non-discriminatory conclusion. 

Yours sincerely, 
 
 
 
Angela O’Hagan 
Convenor, SWBG 
 

 7  

 



FI/S3/08/16/6 

Finance Committee 
 

16th Meeting, 2008 (Session 3), Tuesday 10 June 2008 
 

Scrutiny of Financial Memorandum –  
Disabled Persons’ Parking Places (Scotland) Bill 

 
Introduction 
 
1. The Disabled Persons’ Parking Places (Scotland) Bill (“the Bill”) was 
introduced in the Parliament on 2 June 2008.  The Local Government and 
Communities Committee has been designated as the lead committee on the 
Bill at Stage 1.  The Bill has been introduced by Jackie Baillie MSP, and is the 
first Members’ Bill to be introduced in this session of the Parliament. 
 
2. This paper invites the Committee to determine its approach to 
considering the Financial Memorandum (FM) for the Bill. 
 
The Bill 
 
3. The Policy Memorandum states that “the majority of parking places 
designated for use by disabled people are not legally enforceable and are 
frequently used by unauthorised drivers”.1  The Bill therefore is intended to 
“prevent disabled persons’ parking places being occupied by those that are 
not entitled to use them by seeking to ensure that enforcement action can be 
taken.”2 
 
4. To achieve this, the Bill places a number of duties on local authorities.  
These are— 
 

• local authorities are required to identify all existing unenforceable 
disabled street parking places, and promote orders3 for those still 
required; 

 
• if a parking place is no longer required, the local authority must 

remove any road markings and signage; 
 

• in relation to off-street public car parks that it owns, the local 
authority will be required to promote an order for disabled persons’ 
parking places; and 

 
• for those car parks owned and operated privately (e.g. at 

supermarkets, shopping centres etc), the Bill requires the local 
authority to contact the owners to negotiate an agreement which will 
allow them to make disabled persons’ parking places enforceable. 

 
                                            
1 Policy Memorandum, paragraph 2 
2 Policy Memorandum, paragraph 3 
3 Paragraph 25 of the Policy Memorandum states that under the Road Traffic Regulation Act 
1984, local authorities have power to make orders in relation to parking places. 
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Costs and savings on local authorities 
 
5. The FM indicates that the majority of the costs arising from the Bill will 
fall on local authorities, with minimal costs falling on the Scottish Government 
and the police. 
 
Assessment of existing parking places 
6. As detailed above, local authorities will be required to identify all existing 
advisory disabled parking places in their area, to assess whether they are still 
needed.  The FM indicates the local authorities should hold this information 
already, or be able to ascertain it from other sources of information that they 
hold (e.g. using the Blue Badge Scheme).  The FM explains that the cost of 
this exercise will vary depending on the number of parking places to be 
identified and will require staff time to collate, but does not give any indicative 
costs.  It should be noted however that this assessment will only have to take 
place in the year following commencement of the Act. 
 
7. Following this assessment, local authorities may find that some parking 
places are no longer required.  However, because (for a variety of reasons) 
local authorities may decide to retain the spaces, the FM states that it is 
impossible to assess how many places will actually be removed.  In any case, 
it states that no additional costs will be incurred as some local authorities 
routinely remove such places. 
 
Promotion and implementation of an order 
8. The main cost for local authorities arising from the Bill will be for the 
promotion of orders for existing parking places that are deemed to be required 
following the assessment detailed above.  As well as associated 
administrative costs, local authorities will also have to cover the cost of 
appropriate road markings and signage.  The cost of this varies between local 
authorities.   
 
9. The FM indicates that data is not held on the number of existing advisory 
parking places nationally, nor is information available on the national cost of 
making a parking order.  Using figures from Fife Council and West 
Dunbartonshire Council (see paragraph 96 of the FM), the FM states that, at 
an indicative cost of £125 per place, and with an estimated 14,000 relevant 
parking places across Scotland, the maximum cost nationally will be a one-off 
cost of £1.7 million. 
 
10. However, the FM also notes that savings can be made, through 
mounting signage on existing structures, or through promoting orders “en-
bloc”, along with other parking and traffic measures. 
 
New street parking places 
11. While the Bill standardises the criteria for applicants who request a 
disabled parking place, this does not impose new costs on local authorities.  
The FM indicates that significant savings could be made as it would be 
expected that the number of complaints of abuse of parking places would fall. 
 

2 
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Enforcement 
12. The FM states that there will be ongoing costs associated with the 
enforcement of disabled persons’ parking places, but that enforcement of 
residential parking places will be “primarily reactive”.  This is explained later in 
the FM as meaning that abuse of parking places is expected to be reported, 
rather than picked up by regular patrols.   
 
13. Currently six local authorities operate a decriminalised parking system, 
covering 35.9% of the Scottish population.  With regard to the current costs of 
enforcement (for all parking fines), the FM indicates that Glasgow City 
Council’s decriminalised parking scheme leaves them with a surplus income 
of around £850,000 per annum, and that, although South Lanarkshire Council 
have only recently started a scheme, they already have some surplus income.   
 
14. Those local authorities which do not operate a decriminalisation scheme 
keep 1/10th of each fine (or 1/3rd for fines that are not timeously paid) to 
cover their administration costs.   
 
Off-street car parks 
15. As detailed above, in relation to privately owned car parks, local 
authorities are required to discuss an arrangement with the owners to enable 
them to promote an order.  However, to ensure flexibility, the FM indicates the 
details of any agreements have been left off the face of the Bill, and that any 
costs can be covered in negotiation. 
 
Costs on the Scottish Government 
 
16. The FM anticipates that there will be minimal costs incurred by Scottish 
Ministers in fulfilling their duty to report to the Parliament on the performance 
of local authorities in relation to their duties under the Bill.  Staff time involved 
in collating and drafting the text of the report is estimated at two days, which 
can be absorbed into existing budgets.  
 
17. Although the Bill does not require a public information campaign, the FM 
notes that such a campaign would be welcome, but that it would come from 
existing public information budgets. 
 
Costs on other bodies, individuals and businesses 
 
18. The FM states that costs on the police should be minimal, as 
enforcement of disabled bays is expected to be reactive.  In addition, the Bill 
aims to “bring about a cultural shift in the way non-disabled drivers view the 
interests of disabled drivers”,4 meaning that any new costs should only arise 
in the short term. 
 
19. The Bill does not, in itself, impose additional costs on owners of off-
street car parks, as any costs incurred through negotiation with local 

                                            
4 Financial Memorandum, paragraph 120 
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authorities will be voluntary.  The FM states that any costs incurred will 
therefore be outweighed by the benefits to businesses. 
 
Margins of uncertainty 
 
20. The FM explains that there is a wide degree of uncertainty attached to 
the above total cost, because the number of advisory street parking places in 
Scotland is unknown and there is no cost estimate available for making an 
order for a space.  Taking these issues into account, the FM considers that 
the costs given provide the best estimate based on the limited information 
available. 
 
Conclusion 
 
21. It is clear that there are potentially significant costs that could fall on local 
authorities as a result of the provisions in the Bill.  On this basis, it is 
recommended that the Committee may wish to adopt level 2 scrutiny in 
relation to the FM.  This could involve seeking written evidence from COSLA, 
the Scottish Government (as this is a Members’ Bill, rather than a 
Government Bill), the Association of Chief Police Officers in Scotland, and 
potentially from major private car park operators.  The Committee would then 
take oral evidence from Jackie Baillie MSP and officials from the Scottish 
Parliament’s Non-Executive Bills Unit, and then produce a report for the lead 
committee. 
 
Allan Campbell 
Assistant Clerk to the Committee 
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