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FINANCE COMMITTEE

AGENDA

29th Meeting, 2000 (Session 1)

Tuesday 19 December 2000

The Committee will meet at 10.00 am in The Chamber to consider the following
agenda items:

1. Education (Graduate Endowment and Student Support) (Scotland) Bill:
The Committee will consider the provisions of the Bill which introduce new or
increase existing expenditure charged on or payable out of the Scottish
Consolidated Fund (under Standing Orders Rule 9.12).

2. External Research:  The Deputy Convener will update the Committee on the
research commissioned from Professor Arthur Midwinter.

3. Response to Stage 2 Budget Report:  The Committee will consider the
Minister for Finance and Local Government’s response to the Finance
Committee report  on Stage 2 of the 2001/02 Budget Process.

4. Stage 3 of 2001/02 Budget Process:  The Committee will consider the
arrangements for Stage 3 of this year’s budget process.

5. Forward Work Programme:  The Committee will consider the forward work
programme.  
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FINANCE COMMITTEE 16TH REPORT 2000

I thought that it would be helpful to set out my initial response to your Committee’s consideration of
Stage 2 of the budget process in advance of the Debate on 13 December.

Much of the content of the Report deals with the issues the Committee raised with me when I gave
evidence to it in Aberdeen.  I hope that the evidence I gave on that day and the subsequent material
we have provided demonstrates that I am keen to work with your Committee to improve the budget
process.

I hope that you will find the following comments in response to your conclusions and
recommendations to be in a similar vein.

Summary of Conclusions and Recommendations

Recommendation 1

We are seriously concerned that the unavailability  of the Level III  expenditure figures meant
that this year there will not be, to a large extent, detailed scrutiny of the Departments’
spending plans.

I explained when I met your Committee in Aberdeen that it was very difficult to ensure Level III
figures would be available after a spending review involving such large changes in the budget
figures.  I am happy to consider how we can improve this in future years when there are
UK spending reviews.
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Recommendation 2

We are concerned that our budget process timetable this year was thrown off course to a
significant degree by the comprehensive spending review and additional spending statements.
Clearly, the timing of UK expenditure announcements could be a recurring impediment to a
meaningful budget process.  Notwithstanding our recognition that there are no straightforward
solutions to this problem,  we recommend that the Executive addresses this issue as a matter of
urgency and report back to us with proposals on how the arrangements can be modified in
order that the written agreement on the budgeting process can then be revised.

I appreciate the reasonable view your Committee has taken in accepting that there is no
straightforward solution to this difficulty.  I will certainly consider how we can improve the process
in future years to prevent a dislocation by UK spending review.  I will respond to your Committee as
soon as I can.

Recommendation 3

We consider that the newness of resource accounting and budgeting meant that it was
desirable for capital charges information to have been listed separately in Making a Difference
for Scotland and for there to have been considerably more detailed explanations of what the
individual capital charges figures actually entailed.

I am happy to make available figures that disaggregate significant capital charge information.
However, there are a number of programmes where the impact of capital charging is negligible and I
do not believe it would add much to split out each individual element.  The letter that
Jack McConnell sent you on 1 September contained an annex showing the impact of capital charging
in 2001-02 on a portfolio basis. Perhaps it would be helpful for Subject Committees to consider, on
the basis of that table, whether they require additional information from Departments.

I am, however, concerned that separating out capital charges from service delivery could undermine
the impact of this reform by giving Departments the impression they are an artificial concept rather
than the real cost of capital  I hope your Committee will therefore support me in reinforcing the
message that there is a real cost in consuming capital resources.

Recommendation 4

We recommend that the capital charge and service purchase elements should, in future, be
separated in budget documentation. We welcome the fact that the capital charges element of
the budget submission from the SPCB was disaggregated to ‘depreciation’ and ‘notional cost of
capital’ figures.  We recommend that this type of information is provided in connection with
departmental budgets.

I can appreciate that your Committee may have found it helpful to have capital charge information in
relation to the SPCB budget.  That does, after all, contain a significant and specific capital project.
As I mentioned above, it may be helpful to Subject Committees in scrutinising some of the other
large capital projects to see this element.  However, I would not favour including these elements, line
by line, in every budget document.

Recommendation 5

We are encouraged by the open and constructive approach which has been adopted by the
Minister for Finance and Local Government and his officials in considering how budget
documentation is presented.  As a specific example of the improvements in the way
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complicated information is presented, we commend the clearer layout of the recent autumn
budget revisions document.

I am grateful for the Committee’s feedback on improvements in the Budget Revisions document.  I
want to see us continue to make improvements in all of our budget documents.  I am currently
considering how to do so for next year’s Annual Expenditure Report.  We will take on board the
recommendations you have already made and any that come out of your own review if there is time
available.  I see this very much as a process of continuous improvement, working with the
Committee to ensure we provide more accessible budget documentation.

Recommendation 6

Tables 1 and 2 in Making a Difference for Scotland do not contain the figures in real terms and
we regret this fact.  We welcome the Minister’s offer to accommodate our request that this
information is contained in budget documents. We do not expect to have to return to this
subject next year.

I can assure you that real terms figures will be included in future years.  Although your Committee
commented on the lack of tables in “Making a Difference for Scotland”, we did make such tables
available by sending them to every MSP on the date of publication of the document.  Taking the two
together should provide the information necessary.

Recommendation 7

It is far from clear what rules will apply to the Scottish budget reserve, in terms of how money
will flow into it and under what situations the Departments will be able to access it.  We are
surprised that such arrangements do not appear to have been drawn up at the same time as a
decision was taken that a Reserve should be established.

Your Committee raised the issue of the Reserve with me when I was in Aberdeen and I have written
in response to this point.

There was no requirement to make any specific new rules for access to the Reserve.  Departments
will normally come forward to me with requests for additional funding.  Final decisions on
allocations will be for Cabinet to approve.  We will inform the Finance Committee and Parliament of
any such decision.  Normally, changes to programme budgets would be put forward in a Budget
Revision for Parliament’s approval.  However, there may be urgent circumstances where expenditure
is required in advance of that approval.  In these circumstances the arrangements in section 3 of the
Public Finance and Accountability (Scotland) Act 2000 and the current Budget Act would apply.

I would also like to pick up a point in your Report that suggests that earlier in Stage 1
Jack McConnell said that it was certainly not an Executive’s policy to create a de facto contingency
fund.  Your Report comments that one now exists and that a decision was taken by Scottish
Ministers.  In fact, Jack told your Committee that he did not intend to engineer underspends in
annual budgets to create such a contingency fund.  He did not say that we would not create such
funds out of EYF or out of any spending review changes.  It would be wrong to infer from this that
there has been a change of policy.

Recommendation 8

We are concerned about the lack of clarity on the relationship between the Scottish Reserve
and the UK Reserve.  While we are aware that the existence of a Scottish Reserve does not



FI/00/29/4

AHF00212.120 4

���� ����

preclude the Executive from approaching HM Treasury, we urge the Minister to clarify what
the UK Reserve should be used for and what the Scottish Reserve should be used for.

As I mentioned in my letter to you last week, the issue of equivalent access to the UK Reserve as
English Departments is set out in the Statement of Funding Policy.  Section 9 of this makes clear that
Reserve claims on behalf of the devolved Administrations “will be judged by the same criteria as
claims for UK Departments (including exceptionally any future year consequences) and devolution
will not lessen in any way the basis of entitlement of the Scottish and Northern Ireland Executives
and the Welsh Assembly to access to the Reserve”.  It also sets out the purpose of the UK Reserve.
The proposal being considered by the Committee is for a modest Reserve of £18.1 million out of a
budget of approaching £20 billion.  That is clearly designed to meet unforeseen and particularly
Scottish contingencies.

Recommendation 9

We recommend that for the specific cross-cutting initiatives which have been established by the
Executive, the annual expenditure report and draft budget should clearly present where
budgets are drawn from across the various departments and agencies.

I would be happy to consider how we might be able to present more information on cross-cutting
spending where there are specific budgets for initiatives bringing in funds from a number of
Departments.

Recommendation 10

In light of the fact that Making a Difference for Scotland reflects increased funding for
Departments we consider it is worthwhile emphasising to the Executive that we do not expect
objectives and targets to stand still.  There will be no tangible gain to this increased funding if
it cannot be seen that the extra money really has made a difference to Scotland.

I agree entirely with your Committee’s view that the extra money really has to make a difference to
Scotland.  We still have some way to go to improve our targets and objectives to my satisfaction.
This will be a stage by stage process, but I can assure you that they will not stand still.

Recommendation 11

We support the Equal Opportunities Committee in urging all Departments to ensure progress
is made towards reaching the overarching goal of mainstreaming equality and reducing the
gap in this respect that exists in Executive policy making.  We also wish to reinforce the
concerns expressed about the insufficiency of data by these subject committees and we expect
next year’s budget documents to present explicit information on equal opportunities policies.
More specifically we expect robust information to be made available on the impact
Departmental spending plans will have on men and women.

We have recently set up a Working Group with a number of representative bodies to take forward
work on equality proofing our spending. As you  know, this is a complicated subject and I cannot
give an undertaking that we will have robust figures available by next year.  I believe that
examination of equality proofing budgets is something that the Subject Committees may also have a
clear role in  with the respective Departments.
Recommendation 12

We very much welcome the fact that the specific expenditure re-allocations recommended in
the stage 1 reports were adopted by the Executive.  Although the monetary value of these was
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small in comparison to the total expenditure, the fact remains that this additional spending
provision should have a positive effect for the organisations concerned and the services which
they provide.  We are encouraged that even in this, the first year, with all the acknowledged
shortcomings in the process, a real difference has been made through the scrutiny process.

I am grateful for the Committee’s welcome that we have adopted these recommendations.

Recommendation 13

Notwithstanding our comments on the SPCB’s budget, we consider that the budget proposals
are sound and recommend that the SPCB’s funding requirement of £95.7 million should be
approved by the Parliament.

This is a matter for the SPCB.

Recommendation 14

We note the report of the Scottish Commission for Public Audit, and its recommendation to the
Parliament that the net budget proposal of £4.3 million should be approved by the Parliament.

Similarly, this is a matter for the Scottish Commission for Public Audit.

I am copying this letter to Callum Thomson and placing a copy of it in SPICe.

ANGUS MacKAY
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FINANCE COMMITTEE FORWARD WORK PROGRAMME
January 2001 – March 2001

Date Committee Business

Tuesday 9 January No Meeting

Tuesday 16 January •  Interim Report from Arthur Midwinter on external research

•  Evidence taking on RAB -  session 1

Tuesday 23 January No Meeting

Tuesday 30 January •  Budget Bill – Stage 2

•  Evidence Taking on RAB -  session 2

Tuesday 6 February No Meeting

Tuesday 13 February •  Evidence Taking on RAB  - session 3

Spring Recess 19 – 25 February 2001

Tuesday 27 February No Meeting

Tuesday  3 March •  Evidence Taking on RAB – session 4

Tuesday 13 March No Meeting

Tuesday 20 March •  Evidence Taking on RAB –  final session
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Tuesday 27 March No Meeting

Tuesday 3 April •  Consideration of Issues Paper on RAB

Easter Recess 9 – 20 April 2001

Notes:

•  It is the intention to slot in a further meeting relating to the Resource Accounting and
Budgeting inquiry, which will be done by way of video conferencing.

•  There will be another set of budget revisions before the end of the financial year.

•  The Committee will need to consider what guidance it wishes to give to subject
committees in respect of Stage 1 of next year’s budget process.


