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FINANCE COMMITTEE 

 
AGENDA 

 
3rd Meeting, 2007 (Session 2) 

 
Tuesday 6 February 2007 

 
The Committee will meet at 10.00 am in Committee Room 2 to consider the following 
agenda items: 
 
1. Decision on taking business in private: The Committee will consider whether 

to take its legacy paper in private at its next meeting and at any further meetings 
where the paper is considered. 

 
2. 2007-08 Budget Process: The Committee will consider a response from the 

Scottish Executive to the Committee’s Stage 2 Report and seek further 
information from— 

 
George Lyon MSP, Deputy Minister for Finance and Public Service Reform; 
and 
 
John Williams, Head of Finance Co-ordination, Scottish Executive and John 
Nicholson, Finance Expenditure Policy Division, Scottish Executive. 

 
3. Budget (Scotland) (No.4) Bill: The Committee will consider the Bill at Stage 2. 
 
 
 
 
 

Susan Duffy 
Clerk to the Committee 

Room T3.60 
Extn 85215 
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The papers for this meeting are: 
 
Agenda Item 2 
 
Correspondence from the Scottish Executive 
 
Budget (Scotland) (No.4) Bill and associated documents 
available online (circulated to members in hard copy only; 
electronic versions available via Parliament website) 
 
PRIVATE PAPER 
 
Agenda item 3 
 
Paper from the Clerk 
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At the Parliamentary debate on 21 December 2006, on the Finance Committee’s report on the    
2007-08 Draft Budget, I indicated that the Executive would respond to the recommendations 
in the Committee’s report before the Stage 1 debate in late January. 
 
The Executive’s response to the Finance Committee’s report is attached at Annex A.  If you 
have any questions about the response, or require any additional information, then you are, of 
course, very welcome to contact me.  I look forward to continuing to work with you on 
improving the budget process. 
 
 
 
 
 
 
 
 
 
 

TOM MCCABE 
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ANNEX A 
 

FINANCE COMMITTEE REPORT ON DRAFT BUDGET 2007-08: 
 
Extract of Recommendations     
 
REPORTS FROM SUBJECT COMMITTEES 
 
The Committee would suggest to subject committees that they discuss with the relevant 
departments the level of [budgetary] information they want to receive. This information 
could then be given to the subject committees separately to the Draft Budget. This 
approach has been adopted by the Enterprise and Culture Committee and appears to 
be working well (paragraph 20). 
 
This recommendation is for individual subject committees to take on board and not for the 
Executive to respond to formally.  However, the Executive welcomes this approach and will 
encourage departments to provide information as required by the committees. 
 
The Committee recommends that the Executive undertakes detailed comparison of 
Grant Aided Expenditure (GAE) provision and local spending levels, with a view to 
identifying any GAEs with significant degrees of over/under spending, and make any 
necessary adjustments to bring closer correspondence between GAEs and expenditure 
patterns in local government, within the total GAE for Scotland (paragraph 32). 
 
The description of Grant Aided Expenditure in the Committee Report appears to show 
something of a misunderstanding of the mechanics of the distribution of local government 
funding.  If it would be helpful I am happy to ask my officials to provide the Committee with 
a full explanation of the distribution methodology. 
 
Officials can, once again, take the recommendation to “re-base” GAE levels to bring the 
totals more in line with spending, to the joint COLSA/Executive Three Year Settlement 
Group that looks at the core settlement for local government.  However, this issue was 
discussed as part of that Group’s current work programme and it was felt that this was 
potentially very labour intensive work and there was no clear benefits to either local 
government or the Executive from carrying out the exercise. 
 
More generally, there will, of course, be an opportunity to review all GAE lines as part of the 
Spending Review 2007 process. 
 
OVERALL BUDGET PRIORITIES 
 
Due to the ongoing concerns about the presentation of cross-cutting issues, the 
Committee recommends that for Spending Review 2007, the Executive provides: 

• a clear statement of its overall priorities; 
• a precise definition of the spending programmes with costs which 
directly contribute to these cross-cutting priorities; 
• an explanation as to how those priorities have been reflected in 
portfolio allocation; 
• the publication of Spending Review reports on the cross-cutting 
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priorities as was provided in Spending Review 2002, so that plans and targets can be 
discussed in more detail, and the contribution of support spending whose impact is 
indirect and imprecise can be made clear (paragraph 49). 
The Executive welcomes the Finance Committee’s input to the Spending Review which will 
be useful in preparing the process by which decisions on allocations will be taken next year.   
 
Spending Review 2007 will allocate resources to deliver the priorities of the new 
administration.  The Executive will set out clearly those priorities and any cross-cutting 
themes when publishing its spending plans.  For reference, it may be helpful to set out the 
priorities and cross-cutting themes of Spending Review 2004.  The priorities of Spending 
Review 2004 were those of the Partnership Agreement: growing the economy; delivering 
excellent public services; supporting stronger, safer communities; and developing a 
confident, democratic Scotland.  The additional cross-cutting themes were closing the 
opportunity gap/promoting equality and sustainable development.   
 
The Executive understands the Committee’s wish to define which spending programmes 
contribute to each cross-cutting theme.  However, this is a complex issue, and it still remains 
to be seen whether undertaking such an analysis would be useful or cost-effective.  While the 
objective of some programmes is to deliver outcomes which are directly related to the cross-
cutting themes, in most cases, the impact of the cross-cutting themes is on how the range of 
policies and programmes are delivered.  This is not necessarily reflected in spending plans.  It 
is, therefore, extremely difficult to calculate the element of costs that applies to the cross-
cutting themes, and any calculation may not take account of all the action that has been taken.  
Many spending programmes have multiple objectives and contribute to more than one 
priority or cross-cutting theme, so some double-counting would be likely to result in any 
analysis which seeks to attribute programme costs to individual cross-cutting themes.  In 
addition, the calculation of the extent to which any programme contributes to a priority or 
cross-cutting theme can be highly subjective.  The Executive does not want to increase the 
reporting burden on its delivery agents to obtain the information required in relation to the 
programmes they deliver.   
    
As outlined above, cross-cutting themes are about how policies are made and how 
programmes are delivered.  When the 2008-09 – 2010-11 spending plans are published, the 
Executive will explain how it intends to take forward any cross-cutting themes.  However, it 
is overly simplistic to suggest that the level of increase in funding for any cross-cutting theme 
or priority is the only factor that reflects its priority.  The Executive has been moving towards 
an outcome-based approach, and it may not always be the case that an increase in funding is 
the best way to deliver outcomes or incorporate cross-cutting themes into programmes.  
There is a continuous drive to increase the efficiency of public services, so the first 
consideration must be whether a change in delivery method would improve outcomes, not 
whether there should be an increase in funding.   
 
The Executive will consider the Committee’s recommendation on the publication of 
Spending Review reports on the cross-cutting themes in Spending Review 2007.  
 
BUDGETARY INFORMATION 
 
The Committee has asked the Executive not to simply repeat the portfolio narratives on 
how their programmes contribute to the Executive’s crosscutting priorities but to 
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highlight how their additional spending would do so. The Committee recommends that 
its preferred approach of focussing only on changes (growth and reduction) at the 
margins of budgets be fully implemented after Spending Review 2007 (paragraph 55). 
 
The Executive will review the presentation of the cross-cutting information in the next 
Spending Review exercise. 
 
The Committee recommends that the Executive should give a short explanation of 
major changes in its brief guide which accompanies Budget Revisions (paragraph 58). 
 
The Executive will endeavour to provide a short explanation of any major changes in its brief 
guide to Budget Revisions. 
 
As Table 7.03 showing spending plans outwith Aggregate External Finance (AEF) for 
local government is updated at regular intervals and therefore, the table itself does not 
give a complete picture, the Committee believes that it might be more helpful to remove 
such incomplete tables from the Draft Budget in the interests of transparency and the 
Local Government and Transport and Finance Committees should be provided with 
copies of the updated tables as provided to COSLA (paragraph 65). 
 
The Executive would be content to remove Table 7.03 from the Draft Budget and to instead 
provide both Committees with copies of the Local Government Finance Division circulars 
(that local authorities currently receive) which show capital and revenue grants outwith the 
core settlement.  The alternative would be to footnote the tables explaining that the figures 
represent a snap shot in time. 

 
It is worth noting that a copy of the Finance Circular showing these grants was provided to 
the Local Government and Transport Committee last year. 
 
This will help the Committee to see that the central issue here (that caused the apparent year-
to year drop in these grants) is one of timing.  The table was described as incomplete as it 
only includes funding that has been confirmed and announced at the time of publication of 
the Draft Budget.  Future funding (in this case for 2007-08) continues to be confirmed as we 
move through a financial year and so the figures have already moved on from the time of the 
publication of the Draft Budget.  
 
As there is no outturn data in the Draft Budget, subject committees are encouraged to 
seek the appropriate trend data from the relevant portfolios. Although such data is not 
appropriate for budget documents, the Committee appreciates that it will be relevant to 
subject committees and can aid budget scrutiny (paragraph 66). 
 
The Executive will provide outturn data to subject committees on request. 
 
EQUALITIES ISSUES 
 
The Committee concurs with the Equal Opportunities Committees that further 
improvements need to be made in the presentation of equalities information (paragraph 
71). 
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The presentation and incorporation of meaningful equalities information in the Draft Budget 
document is a work in progress.  The Executive would agree that there is always room for 
improvement and it is continuing to work with the Equality Proofing the Budget and Policy 
Advisory Group to take this work forward.   
 
The Draft Budget is not the place for extensive information on the equality related activities 
undertaken by the Scottish Executive.  The Executive publishes reports, strategies and other 
documentation on a regular basis which provide updates and details of the full scope of our 
work in this area. 
 
The Committee recommends that the Executive publish all guidance and other 
documents associated with the pilot studies “Gender Impact Analysis and the Scottish 
Budget Sport and Health Pilots” (paragraph 73). 
 
The report and guidance for the “Gender Impact Analysis & the Scottish Budget” was 
published on the Scottish Executive website at the end of October 2006.  The Executive has 
also agreed to publish any other associated documentation.  
 
The Committee recommends that each Executive department should be asked to choose 
one quantitative target, conduct a gender-disaggregated analysis of the target and then 
make recommendations based on this analysis for the next Spending Review. 
Departments should ensure that the targets they select have overall strategic 
importance for the Executive, and therefore, have significant resource allocations 
attached to them (paragraph 76). 
 
The Executive is already in discussion with the Equality Proofing the Budget and Policy 
Advisory Group (EPBPAG) on ways we may take forward work on equality in relation to the 
Spending Review targets, a workshop was held on this subject in October 2006.  The 
Executive notes the Committee’s recommendation and will advise on how we plan to proceed 
in due course.   
 
EFFICIENT GOVERNMENT 
 
The Committee reiterates the concerns it expressed in last year’s report as it would 
appear that little has changed particularly in establishing baselines which are vital to 
quantify overall savings and ensuring that the Executive pursues internally efficiency 
savings to a level comparable to those required of local authorities (paragraph 83). 
 
The Executive has always been clear that the baseline for efficiency is 2004-05 and the 
revised template for Efficiency Technical Notes now requires a clear statement on the 
baseline for inputs and outputs for each project.   
 
It is pleasing that Audit Scotland have recognised this in their Report on our Efficient 
Government initiative (published 19 December) which states that “Most of our sample of 
projects (covering some 86% of the reported gains) appeared to have established robust 
baselines.”  Wherever possible, we will continue to develop and improve the information 
available for each project. 
 
LOCAL GOVERNMENT FUNDING 
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The Committee notes the lack of movement on this issue since last year and reiterates its 
2005 recommendation that the Executive use any additional resources to rectify the 
problems of local government funding this year to allow councils to reinvest savings in 
frontline services and to exert downward pressure on council tax levels in 2007-08 
(paragraph 94). 
 
This recommendation was addressed with the announcement of additional funding for Local 
Authorities that was announced as part of the local government finance settlement on 13 
December 2006. 
 
This revised settlement means that councils next year will receive Aggregate External 
Finance (AEF) which will have increased by £3.2 billion (or 57.9 per cent) in the eight years 
since devolution.  The extra resources that are being provided are in recognition of a number 
of pressures and future challenges local authorities are facing across a range of services. 
 
In return, local authorities are expected to build on steady improvements to deliver increased 
council tax collection rates; to continue to exert downward pressure on council tax levels in 
2007-08, to have effective asset management strategies in place, to deliver increased 
efficiency savings by a sum at least as great as the extra capital funding of £61 million and 
establish once and for all what councils are spending on delivering Free Personal Care and 
how effective those resources are to ensure that the people throughout Scotland receive the 
same high standard. 
 
DRAWDOWN OF RESOURCES FROM HM TREASURY 
 
The Committee calls on the Executive to clarify what the “imbalance” of £135m 
represents and also to specify on a more open and transparent basis, the components of 
the drawdown and the priorities this expenditure is meant to address. One way in which 
this could be done would be to add a further column to the table showing budget 
transfers into the CUP in the documents accompanying budget revisions. This column 
would set out the total balances held in the CUP (paragraph 98). 
 
The Minister for Finance & Public Service Reform wrote to the Finance Committee on 18 
November 2005 and indicated that the Executive’s spending plans, as announced at the 
outcome of the 2004 Spending Review, included the allocation of some £500m (over the 3 
year period) held at HM Treasury in addition to those resources secured from the UK 
Spending Review.   
 
The £135million in 2007-08, is simply the residual amount for that year that will be 
addressed by drawing down resources as required from the money that is available at HM 
Treasury.  It is not possible to say specifically what priorities this particular drawdown will 
address as it will simply contribute to the overall resources available to us, which we will 
manage to meet our agreed commitments in 2007-08 as effectively as possible. 
 
The Executive will consider ways to make the funds drawn down from HM Treasury and the 
balance held within the CUP more transparent in future Budget Revisions.  
 
The Committee notes there will be some flexibility within the £300m still to be allocated 
from the £745m drawdown and around £700m is still retained in the reserve and 
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recommends that the Executive could utilise some of this reserve to address the local 
government funding issues (paragraph 99). 
 
See response above to paragraph 94. 
 
 
SPENDING REVIEW 2002 TARGETS 
 
The Committee reiterates its recommendation in paragraph 49 that systems need to be 
developed that demonstrate the linkage between cross-cutting priorities and resource 
allocation (paragraph 107). 
 
See response above to paragraph 49. 
 
The Committee recommends that to complete the SR2002 report on targets, the 
Executive provides Parliament with the outcomes for the original eleven targets which 
were replaced in SR2004 with targets covering the period to 2008 and beyond, and 
publishes them in the normal way. This will allow a more robust and comprehensive 
assessment of performance against SR2002 targets. Further, in light of the comments 
from subject committees, the Committee recommends that all portfolio targets set for 
SR2007 should quantify outputs or outcomes and be directly linked to a specific budget 
line or lines in a transparent way (paragraph 115). 
 
Officials will examine the 11 replaced SR2002 targets and, where appropriate information is 
available, will provide Parliament with a progress report on the targets. 
 
The Executive notes the Committee’s recommendation on targets for Spending Review 2007.  
Officials are considering the options for target setting in the next spending review and will 
take account of the Committee’s views as it moves forward. 
 
SCOTTISH PARLIAMENTARY CORPORATE BODY 
 
The Committee recommends that the SPCB continues to monitor the situation with 
regard to budgets and efficiencies for commissioners and ombudsman and reports back 
to the Finance Committee, as appropriate (paragraph 127). 
 
This recommendation is not for the Executive, and it is therefore not appropriate for the 
Executive to respond formally to it. 
 
AUDIT SCOTLAND 
 
The Scottish Commission for Public Audit (SCPA) has drawn Parliament’s attention to 
the observations and recommendations it has made and on the basis that the 
Commission will pursue the issue which has arisen regarding pensions liabilities, the 
SCPA has recommended that Audit Scotland’s budget bid be approved. The Finance 
Committee notes this recommendation (paragraph 132). 
 
This recommendation is not for the Executive, and it is therefore not appropriate for the 
Executive to respond formally to it. 
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Finance Committee 
 

3rd Meeting 2007,  Tuesday 6 February 2007 
 

Budget (Scotland) Bill – Stage 2 
 
1. This paper sets out the procedure which must be followed in dealing with Stage 2 
of the Budget Bill.  The Budget Bill was published on 18 January 2007 and the Stage 
1 debate took place on 25 January 2007. 
 
2. The Bill is handled by the Parliament within strict timescales. In particular, it has to 
be passed by the Parliament no later than 30 days after the date of introduction. This 
means that Stage 3 has to take place this year no later than 17 February and it had 
been scheduled to take place on 14 February.  Therefore, Stage 2 is being taken at 
today’s meeting.  
 
3. Many members will probably be familiar with handling Executive legislation.  
Budget Bills, however, fall into a category of their own and procedures relating to 
them are governed separately by Rule 9.16 of standing orders.  
 
4. Unlike other legislation, where amendments can be lodged by any member, at 
Stage 2 of a Budget Bill, amendments can only be lodged and moved by a member 
of the Scottish Executive.  
 
5. Proceedings on amendments to Budget Bills are identical to those for other Bills. 
Where it is the case that no amendments are lodged to the Bill, the Committee is still 
required to agree each section and schedule of the Bill as well as the long title.  As 
with other Bills, where sections and schedules to which no amendments are 
proposed fall to be considered consecutively, a single question can be put on those 
sections or schedules.  
 
6. It is worth pointing out that it is not possible to leave out a section or schedule of 
the Bill by disagreeing to it. The Guidance on Public Bills states: 
 
Paragraph 4.77 
The Question on a section or schedule is only put if there is no amendment to leave 
out the section or schedule. In other words, any substantive decision on whether the 
section or schedule should remain in the Bill is taken on an amendment. 
 
Paragraph 4.78 
If no amendment to leave out the section or schedule has been lodged in advance, 
any member may lodge a manuscript amendment to leave it out.  So long as such an 
amendment is admissible, the convener should always consent to it being taken.  
 
7. Since Standing Orders only allow amendments to a Budget Bill to be moved by a 
member of the Scottish Executive, Committee members would have to persuade the 
Minister to move a manuscript amendment to leave out the section or schedule in 
question.  As it is unlikely that the Minister would agree to do so, the end result is that 
there is no alternative for the Committee but to agree to the sections and schedules. 
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The Parliament does, of course, have the option at Stage 3 of voting down the whole 
Bill. 
 
Susan Duffy 
Clerk to the Committee 
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