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LOCAL GOVERNMENT COMMITTEE INQUIRY INTO LOCAL GOVERNMENT
FINANCE AND LOCAL TAXATION: SCOTTISH EXECUTIVE EVIDENCE –
27 FEBRUARY 2001

1. This note summarises the changes to the local government finance system agreed by
Scottish Ministers and the Convention of Scottish Local Authorities during 2000 and
continuing work to review and improve the system.

Renewal of Local Government Finance

2. Throughout 2000, the Local Government Committee was kept informed of the work
of the joint Scottish Executive and COSLA Strategic Issues Working Group reviewing key
elements of the local government finance system.  In November 2000, Ministers and COSLA
announced a new financial partnership, including:

− for the first time ever, firm revenue grant and capital allocations for the next 3 years
for each local authority;

− guaranteed minimum grant increases in each year for all councils;
− the undertaking by councils to announce 3 year council tax figures; and
− the abolition of explicit guidelines for local authority expenditure.

3. These changes were reflected in the 3 year revenue grant and capital allocations for
each local authority announced in December 2000.  The announcement provided for a 16%
increase in revenue grant support and a 40% increase in non-housing capital allocations over
the next 3 years.  This includes provision for general pay and price inflation, but also for
specific service improvements.  Although Ministers have identified their policy priorities
from these resources, no new ring-fenced specific grant allocations have been introduced
within the settlement totals and local authorities have discretion over their expenditure
decisions.  Specific grants will continue to account for about 10% of total revenue support
over the 3 years of the settlement and Ministers have undertaken to review the scope and
operation of the education Excellence Fund.

4. The distribution of resources between authorities for each of the 3 years was based on
the existing needs-based formula, developed over a number of years through consultation
between central and local government.  The formula reflects the key factors influencing local
authorities’ relative expenditure needs, including population, but also the impact of
deprivation, sparsity, urban factors, additional islands costs, etc.  From 2001-02, the formula
was updated to take account of the results of a number of reviews, including the extension of
Special Islands Needs Allowance to mainland councils with some islands populations and a
£12 million increase to the existing allowances for deprivation.  For years 2 and 3 of the
settlement the same formula was used, but with updated population information.  The
application of the minimum grant guarantee floor ensures a fairer distribution, providing all
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councils with an above inflation increase in grant in each of the 3 years, including those with
declining populations.

5. The settlement allocations for 2001-02 were approved by Parliament on 7 February
2001.  Following final agreement of the proposals for modernising the teaching profession,
further funding, in addition to the settlement totals, will be provided to local authorities to
meet and exceed the Executive’s commitment to fund the McCrone recommendations in full.

On-Going Work

6. The new arrangements for local government finance were developed in partnership by
the Executive and local government and have been welcomed as providing local authorities
with the stability and flexibility to better plan their budgets and electors with the certainty of
3 year council tax levels.  Ministers have also agreed with local government to look at other
potential improvements to the local government finance system.

7. We are considering with local government the current controls on local authority
capital expenditure and whether these might be replaced with an alternative system of
prudential safeguards.

8. Local authorities have a vital role in delivering the Executive’s policy priorities and
commitments.  Ministers and local government have acknowledged the need to shift the focus
from resource and service inputs and onto the outcomes that are being sought from local
authorities.  As part of this move, a number of pilots are being established to test the potential
for local outcome agreements, linking national and local priorities and setting out how these
will translate into measurable outcomes.  Successful outcome agreements would be consistent
with other initiatives to promote best value, community planning and cross-cutting and offer
the potential to reduce the requirement for the specific ring-fencing of resources.

9. The stability provided by the 3 year settlement has been welcomed by local
authorities and the settlement provides an opportunity to concentrate on using the resources
to best effect over that period, free from the annual preoccupation with grant distribution.
However, the settlement also provides the opportunity for the Executive to review the
approach to be taken to grant distribution for the next 3 year settlement.  Ministers will wish
to consult COSLA about this, and to take account of any recommendations the Local
Government Committee may make following its review of local government finance.

Local Taxation

10. The current grant distribution arrangements take account of local authorities’ income
from non-domestic rates and a notional allowance for their potential income from the council
tax – at a standard rate per council tax payer.

11. With the abolition of explicit expenditure guidelines, each local authority now has the
flexibility to set its council tax at the level it considers appropriate, following consultation
with local electors. There would appear to be broad public acceptance of the council tax as an
equitable system of local taxation.  Total collection levels for earlier years are well over 90%
and the trend in in-year collection rates is improving.  Following from the joint “It Pays to
Pay” report a number of initiatives are being taken forward to further improve council tax
collection rates, including allowing councils to move to April billing from 2001.
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12. The Scottish Executive also keeps the effectiveness of the non-domestic rates system
under review, and is mindful of the burden that rates impose on business.  We have recently
published a consultation paper inviting comments on proposals for a small business rates
relief scheme.

Conclusion

13. This paper describes the reforms the Executive has already put in place and the issues
on which work continues.  On all of these the Executive would welcome any comments or
recommendations the Committee wishes to make. Officials will be happy to answer questions
or provide further information on the material set out in this paper or on any other issues
connected with the Committee’s inquiry.

Scottish Executive Local Government Group
February 2001
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LOCAL GOVERNMENT COMMITTEE
INQUIRY INTO LOCAL GOVERNMENT FINANCE

Introduction

COSLA has long campaigned for a full and independent review of local government finance
to be undertaken.  The present system confuses accountability, creates dependency
and has too many central controls.  We, therefore, welcome the Local Government
Committee’s decision to instigate an inquiry.

On the back of calls for a review, the previous Minister for Finance in addressing the COSLA
Conference in March, issued "a challenge" for consideration to be given to modernising local
government and in particular the finance system.  An officer working group involving Scottish
Executive and local government representatives was set up to take this forward and has
reported developments throughout the year to meetings between Ministers and COSLA
elected member representatives.  From that consideration, significant and positive
developments are being taken forward and will be reflected in settlements for the Spending
Review period:-

• a firm 3 year revenue grant settlement for each council;

• a firm 3 year capital allocation for each council;

• the abolition of spending guidelines, subject to councils agreement to publish
indicative 3 year council tax levels;

• the piloting of local outcome agreements; and

• the initial development of prudential safeguards on capital investment as a
replacement to existing Section 94 controls.

The current position has only been arrived at through co-operation and commitment from both
sides and a great deal of work over the summer and autumn months. Crucially, it is a
demonstration of partnership working between central and local government; the Covenant
and the Partnership Agreement setting out working relationships between local government
and the Executive and Scottish Parliament respectively will build on the establishment of
positive working relationships.

Whilst the revised arrangements to be put in place next year are to be welcomed, this cannot
be regarded as the full independent review promoted by COSLA.  It is, however, recognised
as a significant step in the right direction.  There could be a danger that unless the review of
local government finance is considered in a holistic manner, what might be seen as solutions
for particular aspects of the system may be at odds with the overall direction the review of the
system as a whole should take.  The benefit of the Committee’s inquiry, therefore, will be to
take this wider perspective and in doing so take into account both the developments which



are to be introduced from next year and other changes to the finance system which need to
be considered.

Balance Between Central and Local Funding

The European Charter of Local Self-Government which has been ratified by the Government,
sets out a number of principles for the financing of local authorities, including the following:

• local authorities shall be entitled, within national economic policy, to adequate financial
resources of their own, of which they may dispose freely within the framework of their
powers;

• local authorities’ financial resources shall be commensurate with the responsibilities
provided for by the constitution and the law;

• part at least of the financial resources of local authorities shall derive from local taxes and
charges of which, within the limits of statute, they have power to determine the rate;

• the financial systems on which resources available to local authorities are based shall be
of sufficiently diversified and buoyant nature to enable them to keep pace as far as
practically possible with the real evolution of the cost of carrying out their tasks;

• as far as possible, grants to local authorities shall not be earmarked for the financing of
specific projects.  The provision of grants shall not remove the basic freedom of local
authorities to exercise policy discretion within their own jurisdiction;

• for the purpose of borrowing for capital investment, local authorities shall have access to
the national capital market within the limits of the law.

If local government is to respond to local needs and to play an effective part in Scotland’s
Government it needs more responsibility for its finance. The combination of spending controls
and Government grants mean that only 20% of council expenditure is now funded from local
tax. Against any comparable country, Scottish local government is dependent on central
funding; in France, Germany and the United States of America the percentage raised through
local tax is 40%.

The local revenue base is simply too small.  Local taxation should raise at least 50% of
local government income if there is to be real accountability between a council and its
electorate and an effective relationship with central government.

In taking forward consideration of this crucial issue it is suggested that the inquiry should
fundamentally consider both the purpose and extent of government grants.



Local Taxation

The Council Tax has been a relatively successful element in the system, but runs the risk of
losing its credibility if it is seen to be:-

• out of date, if a revaluation is delayed too long; and
• unfair, for example because too many properties are in Band A (26% of properties

are in this band), because Bands G and H cover such a wide range of properties
and, for instance, because of the discounts provided for second homes.

Refinements to the current arrangements need, therefore, to be taken forward to reflect such
issues.

It is recognised that local taxation collection systems need to be as effective as possible.  Late
last year the report of a joint Scottish Executive/COSLA Officer Working Group entitled "It
Pays to Pay" was published.  The report commented on council tax collection rates in
Scotland as compared to those in England and Wales.  Significant research and consultation
was undertaken into this issue and consideration also referred to recommendations which had
been made over two years previously by COSLA proposing changes which would assist
councils in the collection of outstanding debt.

The report contains a number of recommendations which fall into various categories of action,
including those which the Scottish Executive should address and those requiring legislative
change.  These recommendations are being taken forward jointly by COSLA and the Scottish
Executive.  The report also contains a number of recommendations suggesting that COSLA
should promote with councils a number of best practice initiatives.  This is being taken forward
jointly between COSLA and the Institute of Revenues, Rating and Valuation with a view to
promoting best practice guidance to councils which builds on areas of good practice already in
place in a number of areas.

Measures are, therefore, being taken forward to assist in improving local taxation levels.  As
has previously been stated, however, the local taxation base level is inappropriately low
and consideration needs to be given to expanding this base to improve accountability
arrangements.  The Council Tax is operating relatively successfully, but the Committee as a
part of its inquiry should give consideration to the merits of possible supplementary or
alternative forms of local taxation.

The suitability of any new local tax depends on the structure of local government as well as on
the amount the tax is expected to yield; and whether or not it could be collected in a cost-
effective manner.  A tax also needs to meet other criteria:-

• would taxpayers feel that it was fair - the Community Charge failed this test;
• would the yield be predictable; and
• would the yield be affected in the same way as the existing local tax throughout the

economic cycle.

Taking this into account, the Committee should consider the appropriateness of a
basket of new taxes which may be seen as a supplement or alternative to the council
tax.

In commenting on local taxation it is also worth giving consideration to reviewing existing
public expenditure definitions.  Definitions in place are significantly at the discretion of the



Government of the day.  Consideration needs to be given to reviewing existing definitions on
local authority self-financed expenditure (LASFE). In 1998 the Government introduced a
number of reforms to spending controls, differentiating between Departmental Expenditure
Limits (DEL), being the aggregate of the limits set for Departments’ expenditure, and Annually
Managed Expenditure (AME) which covers expenditure which cannot reasonably be subject to
firm multi-year limits; this includes LASFE.  The Government has expressed concerns over the
impact local taxation has on the economy.  Economic commentators have, however,
demonstrated that council tax increases have a minimal impact on macro-economic policy and
that LASFE controls are largely in place for political rather than economic reasons.  This is
reinforced by the fact that over the years, Governments have changed control arrangements.
LASFE was previously outwith the public expenditure control total but was brought back in
after the end of the community charge because the Treasury regarded it as unsatisfactory that
such a large element of public expenditure was not controlled.  It needs to be recognised,
however, that other countries do not include local government tax revenues within their
economic targets.

The Government’s policy on LASFE control is at odds with developments aimed at
reinvigorating local democracy and accountability.  It needs to be addressed as a
matter of priority.

Non-Domestic Rates

In looking at the balance between central and local funding, the Hunt Committee stated that at
least 50% of local government expenditure should be funded from local taxation and
suggested that non-domestic rates might be returned to local control.  Based on the current
year’s figures such a move would increase the share of council expenditure in Scotland
funded locally to around 45%.

The return of business rates to local authorities would help to restore the link between
local businesses and the local council and its services.  With the introduction of the
uniform business rate this link was substantially weakened.  There is now no relationship
between rates levels and council expenditure - either at a local or national level.  Councils are
merely acting as collectors of a central government tax.  The full cost of any additional service
expenditure is met by council tax payers.  Businesses benefit from many local services such
as education, transportation, police and fire.  It would appear reasonable, therefore, that there
should be a clear and understandable connection between the costs of these services and the
business community’s contribution to their funding.

One of the main justifications offered for the removal of the local business rate in 1989 was
the argument that local authorities were not properly accountable, given that businesses do
not have a vote and, therefore, cannot influence councils’ spending decisions through the
democratic process.  Such an argument could, however, equally apply to all taxes levied on
business by government.

Nevertheless, if business rates were to be returned to local control, it is now generally
acknowledged that arrangements will have to be put in place to ensure that the
interests of local businesses are taken fully into account.  A meaningful consultation
process between the council and the local business community would require to be
developed.  In many areas there already exists a significant degree of partnership working,
with businesses becoming more closely involved in developments of particular interest to
themselves, for example, CCTV installations or area regeneration initiatives. Community
planning arrangements provide another opportunity for businesses to contribute directly to the
council’s planning process.  It is necessary to build on these initiatives and to construct



appropriate forums for involving the business community in the key areas of council activity
and decision-making which are critical to their interests.

The restoration of business rates to local authorities would appear to be consistent with the
Government’s emphasis on partnership between the public and the private sectors. Retention
of business rates locally could provide an added incentive to local authorities to provide for
business development within their area.  At present, this incentive does not exist since the
benefit of any additional yield from business expansion and growth is lost within the general
pooling arrangements.

Claims have been made by small businesses that the burden of business rates falls most
heavily on their sector.  Rates take no account of ability to pay and generally represent a
much higher proportion of turnover and profits in smaller businesses.  While this concern
applies equally to the current arrangements, it may be appropriate to address it in the context
of a proposed change in the system.  Consideration should be given, therefore, to a form
of relief scheme for small businesses possibly based on a banding system similar to
that which applies to the council tax.

From the business point of view, two of the major benefits anticipated from the introduction of
the uniform business rate were elimination of the apparent wide variation in rates bills between
different areas for similar properties, and the unpredictable and erratic variation in rates bills
from year to year.  The inter-area variations still exist to some extent because of the variations
in rateable values and the longer term stability of rates bills for individual properties could still
be significantly affected by the impact of revaluations on individual rateable values.  Indeed, it
was arguably the effects of revaluations and the cross boundary variations, more than the
actual rates levels set by the local authorities, which constituted the most significant difficulty
with the former arrangements.

The fact remains, however, that the business community has expressed concern that restoring
control of rates to local government could result in increased variations between local areas in
the amount of rates levied.  This concern is often heightened by reference to the possibility
that local authorities, given a free hand, would be inclined to increase the proportion of
expenditure funded by non-domestic rates in preference to perhaps politically unpopular
increases in council tax.  Again, it is worth noting that this latter issue is not unique to local
government.  Nevertheless, the concerns raised need to be recognised and addressed if a
case for return of rates to local control is to be considered.

Currently total Scottish local authority expenditure is broadly funded 55% by government
grant, 23% by non-domestic rates and 22% by council tax, although those percentages vary
quite considerably at individual authority level.  In considering whether to return control of
business rates to local government, a decision would be required at the outset as to whether
or not these proportions represent an appropriate distribution of the local tax burden between
businesses and council tax payers.

Consideration would also need to be given to the arrangements for varying the rates in
subsequent years and to the extent to which the business community’s desire for predictability
in rates bills can be satisfied.  There are perhaps two general possibilities in this regard:

• limit year-on-year changes in rate poundages to a given percentage, such as an
appropriate inflation index;

• ensure that increases in rate poundages are no higher than those in council taxes.



The former approach is, in fact, equivalent to the arrangement which operates currently at
national level.  This would satisfy the business community’s desire for predictability but over
time could result in a variation in the shares of funding contributed from businesses and the
council tax payers.  The latter approach would maintain the funding shares between the two
groups of taxpayers but would affect the predictability of the tax levels.  This difficulty could be
addressed, however, by the development of three year budgets and by the business
community’s closer involvement in the planning process.

Widening the local tax base to include business rates would halve the gearing effect, with the
result that percentage increases in rate and council tax levels under this arrangement would
be 50% of those which would otherwise apply on the current basis of funding.

If a full return of business rates to local control was not to be acceptable to the Government,
and having regard to the Executive's previous statements in this respect, then consideration
should be given to introducing arrangements which provide more marginal local flexibility and
discretion with regard to the setting of business rates.  For instance, two options which may
be worthy of further consideration are:-

• The Scottish Executive setting a notional standard business rate poundage for all
Scotland and councils having discretion to set the poundage which will apply in
their local area subject to that being within predetermined upper and lower limits.
Under such an arrangement AEF equalisation could apply as currently but may be
based on Scottish Executive notional poundage figures and not actual NDRI
receivable by councils.  If a council set its poundage at a level higher than the
notional poundage then the discretionary element could be retained in perpetuity
for use as considered appropriate locally.

• Where a council’s rating base increases as a result of economic growth in its area,
a predetermined proportion of the increased NDRI could be fed into AEF
calculations but the balance retained by the individual council for local use.

There are a number of variations which could be considered around these broad options.
Development of these options would be framed around improvements in consultation
arrangements between councils and business sector representatives which has previously
been recognised as necessary.

Grant Distribution

Significant steps have been taken forward for the Spending Review period in providing
stability and certainty for councils.  This will assist in councils’ longer term planning.  As a part
of this, and to enable the announcement of individual council’s three year settlement figures,
arrangements required to be put in place to calculate the distribution of years 2 and 3
resources.  It has, however, been clearly recognised that these arrangements are interim in
nature and should not pre-judge consideration which will be taken forward on a longer term
simplified formula.

A suitable programme of work needs to be put in place to openly, inclusively and thoroughly
investigate all the various issues in taking forward the development of a simple formula for
grant distribution.  In doing so, there would need to be a clear, firm and abiding decision
made from the outset on the principle of achieving this simplification, otherwise there would
inevitably be a great deal of dissent from whatever decisions are finally made.

In developing a simplified formula, it needs to be recognised that a grant distribution
system cannot solve the problems of inadequate resource levels and an inadequate



tax base.  A formula needs to be built on arrangements which provide 3 year stability and
should be founded on the following principles:-

• a simple formula should provide fair and reasonable results to all local authorities.
It is recognised that there may be a trade-off between fairness and simplicity;

• any new formula should be simpler and easier to understand than the current GAE
system;

• it should be capable of being applied to govern the entire distribution of general
grant;

• simplicity is at least as much dependent on simplicity of concepts and accessibility
of process as the actual construction of a formula;

• explicability of a formula is extremely important. There should be clear and
understandable methods of choosing indicators and deriving weights within a
formula.  People will feel more comfortable if they understand the reasons why
grant varies from one authority to another and from year to year;

• even though the formula should be simple, it should be subject to a process of
rigorous construction.  It should, therefore, take into account the various factors
which may impact on councils’ spending need, such as demographic, deprivation,
urbanity/sparsity, “islandsness”, (dis)economies of scale, etc. factors.  Simplicity is
more important in the final form of a formula than in the process of its construction;

• formulae should be constructed and applied in such a way that the resultant grant
distribution system is more predictable and more stable than the current system;

• up to date and robust data should be used in constructing formulae and in
underlying analyses;

• indicators and variables should be capable of being justified on a rational and
objective basis;

• any judgement used in the construction of the formula should be open and
transparent.

The existing formula is the product of joint development and refinement of the system
by central and local government since the late 1970s.  It will be important that the
development of a simplified formula is similarly taken forward on a joint basis.

Capital

A key to tackling some of the current pressures on revenue budgets and to transforming
services is substantial capital investment in the short term.    When the Government came to
power it expressed a commitment to stimulate capital investment and, in particular, put in
place a golden rule that over the economic cycle the Government would only borrow to invest
and not to fund current spending.  Investment is needed in:-

• buildings to make them energy efficient to reduce ongoing repairs and to make them fit for
purpose;

• investment in information and communication technology to revolutionise the way
authorities do business.

• document imaging and other measures to improve the efficiency of work practices;

• alternative forms of transport to make a reduction in car usage and, therefore, congestion
and pollution if possible;

• alternative methods of disposing of waste that meet environmental and other criteria;



• staff and member training to introduce new ways of working that are more efficient and
effective in the use of time and other resources;

• equipment so frontline staff can better meet the needs of users.

There is a major investment need in local government both to address much needed
investment in existing infrastructures and to take forward the modernisation agenda.  Although
the increase in capital consents announced in the Spending Review were welcomed, the
overall investment need cannot be delivered under current resource and system
constraints.  In many respects, lessons can be learned from the under-investment in the
water and sewerage service which is now being addressed, albeit that this is resulting in
significant increases in charges.  Local government needs to be put in a similar position
whereby it may tackle years of under-investment by addressing the crumbling infrastructure in
schools, roads and other community facilities as well as investing for the future and in “spend
to save” projects which will assist in taking forward the modernisation agenda.  The capital
controls currently in place need to be changed to facilitate this.

Councils are prepared and are already looking at innovative ways of taking forward investment
within current resource constraints.  Public Private Partnerships have been closely examined
and councils are looking at ways of joining up services with other public sector agencies to
ensure the most effective use of public resources.  Major PFI projects are currently being
taken forward largely on the back of the guarantee of level playing field support.

With restrictions in local government resources overall, consideration needs to be given to the
most flexible use of resources and taking forward capital investment decisions on a genuinely
best value basis.  A relaxation of PPP/PFI arrangements and rules would assist in this.  Also,
active consideration needs to be given to addressing the main inhibitors in the joining up of
public sector resources.  Differing accounting, accountability and responsibility arrangements
within the public sector act as limiting factors to developments in this area.

A DETR consultation document issued in 1998 set out the case for modernising local
government capital finance arrangements.  The Government’s view expressed in that
consultation paper was that the aims of a finance system should be to:-

• maximise the value of local authority capital investment;
• strike the right balance between local and central priorities;
• encourage a corporate approach;
• tackle needs and resource inequalities between authorities;
• be stable;
• be simple, open and accountable;
• encourage prudent financial behaviour; and
• be economical to deliver.

As part of that consultation exercise it was also recognised that the system should encourage
forward planning, be flexible and provide the means of delivering the resources needed within
a reasonable timetable.

These aims are perhaps broadly consistent with what might be desirable from a Scottish
system and it may be appropriate to consider how the arrangements in Scotland match and
are seen to deliver against these aims.  In many respects the current system in Scotland falls
short of achieving a number of the aims.  The key failings are:-



• an inability to deliver the resources necessary to maintain assets in a suitable condition;
• resource and systems difficulties which restrict councils in taking forward the

modernisation agenda;
• a double count for public expenditure purposes;
• complexity and lack of stability;
• pressures on delivery of national priorities.

These failings need to be addressed by a full review of existing Section 94 controls.

COSLA has made the case that Section 94 consents effectively score twice for public
expenditure purposes; firstly as consent and, again, through annual loan charges.  It has been
pointed out that the abolition of Section 94 consents for general services alone would under
current consent levels immediately release around £360 million within the Assigned Budget.
It has been suggested that existing arrangements do not result in the most economic use of
available resources and there are benefits for both the Executive and local government in
considering the abolition of Section 94 consent arrangements.

Given commitments to stimulating capital investment, a relaxation of control arrangements
would assist councils in taking forward more flexible investment decisions, in particular where
these involve partnership projects and “spend to save” initiatives.

In promoting this consideration it is recognised that, under current Treasury controls, capital
spend would continue to require to be scored somewhere within the Assigned Budget.  This
needs to be addressed.

With the greater use of PPP arrangements, there is an increasing blur between capital and
revenue expenditure.  A relaxation of controls would recognise this situation and put in place
arrangements which would better enable councils to take advantage of opportunities which
may be presented by Public Private Partnerships.  Current developments and the introduction
of Resource Accounting and Budgeting within central government may provide the opportunity
at this time to radically review current government accounting arrangements.

If capital controls were abolished then further consideration would need to be given to the
system of revenue support and, perhaps, safeguards which should be put in place.  Although
Section 94 is termed as consent to incur capital expenditure it is, when capital receipts and
contributions from revenue are stripped away, effectively borrowing consent.  Given that
Government would require to see more degree of safeguard and authorities and the
profession would probably support a prudential approach, the emphasis might then switch
from consent to borrow to “ability to repay” or “ability to fund”.

A number of safeguards could be put in place to protect any Government concerns on overall
public expenditure levels.  Now is the time to consider solutions to modernising local
government finance systems and controls and a case should be made to the Treasury to
review existing public expenditure definitions.

Housing Capital

The requirement for councils to apply a percentage of receipts generated from the sale of
assets to redeem debt, was introduced by the last Conservative Administration on the
grounds that it would both address the rising capital debt burden on the Housing Revenue
Account and stimulate stock transfer.  From an initial 25%, the level was raised to 75% where
it has remained.  Yet the case for imposing set aside in the first place was not a strong one.
Councils had been forced, by the Government’s policy of reducing Housing Support Grant



and imposing strict limits on capital consent, to use their capital receipts to improve council
housing.

The case for the abolition of set aside arrangements is overwhelming.

• First, the Executive accepted the case for abolition of set aside for non-housing capital and
has already acted on this.  Keeping set aside for housing is, therefore, an anomaly.

• Second, the climate in which set aside was introduced has changed very dramatically.
When set aside was introduced, COSLA and councils were opposed to stock transfer and
the then Administration was set firmly on a collision course.  That position has changed
considerably.  The majority of councils are either actively pursuing community ownership
or other alternative models of housing provision in their areas.

The set aside arrangements for housing should now be removed.  This would assist
councils in taking forward housing investment where appropriate and would help in redressing
the detrimental affect the arrangements have had on local economies.

Hypothecation and Ring-Fencing

Because local government has less discretion over its funding than it has over its services, it is
extremely hard to apportion responsibility for local delivered services.  As a result, there is
confusion of responsibility and accountability and central and local government blame each
other when things go “wrong”.  For example, central government may become frustrated that
its priorities reflected through increased funding may not actually reach the intended services
and local government becomes equally frustrated in that it does not have freedom to
determine its level of funding to raise the funds it believes necessary to match the demand for
services.

To make accountability clear, local government’s discretion over its funding must be more
closely aligned with its discretion over its services.  But increased discretion is not inconsistent
with local government’s recognition that it must play its part in helping the Government of the
day meet its objectives.  But they are best achieved, not by central direction or by the
hypothecation of funds, since neither help foster a climate of trust between central and local
government.  The solution lies in the development of joint policy and expenditure
priorities, shared between central and local government.  By definition, these priorities
should be limited in number and their focus should be on jointly agreed outcomes, thus
allowing local government discretion over the means of achieving those outcomes.

Central and local government have recognised the benefits of moving to a system of local
government finance that focuses more on service outcomes than resource inputs.
Discussions have been progressing on mechanisms for identifying and agreeing local
outcomes arising from the policy aims set out in the "Programme for Government" and other
Executive statements.  These discussions suggest that there is merit in exploring the potential
for establishing Local Outcome Agreements between the Scottish Executive and local
authorities thereby providing flexibility at a local level to take forward both national and local
priorities.  Such developments are to be welcomed. In taking this forward, however, it will be
important that such agreements are not seen as another layer of plans on top of those that
already exist, but should rather reduce the bureaucratic burden placed on councils.  This will
be realised where the link is made with targets in Best Value improvement plans and priorities
established in the community planning process.

To assist in the further consideration of this issue, attached as an Annex is a paper which was
prepared during the summer and which highlights the inequities of the effect of ring-fencing of



resources on the delivery of agreed national priorities, and supports the case for a relaxation
of targeting and ring-fencing of resources.

Pooling of Resources

Pooling of resources between public, private and other partner bodies is essential if
community planning is to work.  Councils are already pursuing a number of innovative service
delivery arrangements which maximise the value of the public pound.  Whilst in considering
this there is an issue of bringing together the various funding streams, there are also issues of
differing structures and accountability arrangements across the public sector.  To some extent
these act as constraints.  For instance, local authorities and other public bodies may have
concerns about the propriety of handing public money over to local groups; who is responsible
for the money and where is the accountability?  On the other hand, a joint COSLA/Accounts
Commission paper on "Following the Public Pound" made significant progress in addressing
these constraints.  Another constraint lies in separate planning systems; how do you get
shared priorities going across the different agencies?  Finance tends to follow planning
decisions and policies agreed at senior levels within the separate organisations; but then once
budgets are set it becomes difficult to reallocate even relatively small amounts for other
purposes.  There is a need for more flexibility in allocating budgets to local tasks and projects.

Whilst developments to put in place Local Outcome Agreements will assist in addressing
some of these issues, work needs to be taken forward to review the financial and
regulatory barriers to effective action in tackling social inclusion and partnership
working.

Conclusions

The revisions to local government finance systems which have been developed and will be put
in place for the Spending Review period are a significant step in the right direction in assisting
to modernise local government and in particular local government finance systems.  The Local
Government Committee’s inquiry should recognise these developments and build upon them.

Within this evidence COSLA has suggested a number of areas which the Committee may
wish to address as a part of its inquiry.  COSLA is eager to assist the Committee in taking
forward this inquiry and would welcome further dialogue on how it may help in this process.



ANNEX

THE EFFECT OF RING-FENCING OF RESOURCES ON THE DELIVERY OF AGREED
NATIONAL PRIORITIES

Introduction

Based on a trawl of local authorities this paper provides practical examples of the perverse
effect ring-fencing of resources has on the delivery of agreed national priorities.  The paper is
provided as evidence for moving from an input to an outcome based approach with a
relaxation of targetting and ring-fencing of resources.

Background Comments

Whilst it is appreciated that Ministers are keen to see demonstrable effects of additional funds,
the reality is that basic bread and butter services which are in place to deliver council priorities
designed, for instance, to improve educational standards and promote social inclusion are
being squeezed and their effectiveness reduced.  In their place are high profile projects which
can be pointed to but where it can be a matter for debate whether they are more effective in
meeting these priorities than those services which have been cut. Local discretion on methods
of meeting shared priorities is essential if scarce resources are to be used in the most efficient
way.

In the main, ring-fencing of revenue resources has been directed towards the education
service through the Excellence Fund and to a lesser extent social work. In preparing budgets
for the education service the yearly increases necessary to simply maintain the priority core-
education service, eg teachers’ pay awards etc has led to significant cost pressures in a
number of the very areas the government is looking towards local government to deliver on;
not least the raising of standards in schools.  Councils have endeavoured to protect essential
services but given the level of underfunding it simply has not proved possible to shield entirely
the very services the government has deemed to be their highest priority.  Furthermore, the
result of all of this is that other services in councils including leisure, environmental, roads,
planning and central support services have all had to take a disproportionate cut in their
budgets particularly in the areas of staffing, repairs and maintenance and increased charges
to customers.  The difficulties of disproportionate cuts to other service areas are exacerbated
due to the discounting factor applied in spending guideline calculations and are patricularly
severe for those councils instructed by the Executive to reduce spending levels to guideline
limits.  The pressure on resources also means that councils need to actively pursue external
funding sources, the result in many cases being that spending is directed away from priority
areas.

As in a number of cases most of the funding provided on a specific ring-fenced basis is used
for staff costs (particularly in relation to the education service) this has an exponential effect
on pay awards and annual inflationary increases which makes it increasingly difficult for
councils to fund the effect of pay awards, eg the requirement to reduce primary class sizes
means that economies to meet pay awards and annual increments must be achieved in other
areas of the education revenue budget.  As this staffing cost represents a significantly higher
proportion of the education revenue budget, the resultant need to achieve reductions in other
areas can be quite significant, eg property maintenance.  Also, often the new schemes attract
staff or other resources from existing services thus leaving gaps behind them which cause
operational problems.



The thrust in many areas from the Scottish Executive has been towards local
responsibility/local response to local needs/etc. Whilst this in principle is welcomed in allowing
some flexibility at a local level, it needs to be recognised that local authorities across the
country are at different stages in various development areas at any given time. This point is
linked to the tight criteria for ring-fenced monies which in many cases specifically forbids
spending on existing services even where these services meet the policy objectives.  An
example provided by one council was that in the area of early intervention the council
supported the introduction of this scheme so much so that it set up an element of early
intervention before the Excellence Fund was announced. Because of the additionality ruling
the council cannot reduce this element of its budget.

The precise structure of funding allocations for Excellence Fund strands prevents an authority
from focussing on the priorities that face them in their local environment.  Flexibility to redirect
funds across specific strands and over different years would provide greater ability to make an
impact and deliver on shared priorities.

A key factor in considering the impact of ring-fencing is the point that authorities’ capacity for
innovation and creativity is inhibited by devices which ensure that an increasing proportion of
an inadequate budget is devoted to ring-fenced areas.  More flexibility would free up such
innovation and creativity which could be employed in driving forward a shared agenda.

Lastly, it has been well recognised that from both a central and local government perspective
the ring-fencing of resources is administratively cumbersome and ties up valuable resources
in bidding, form filling, submission of grant claims etc.  Set against current resource pressures
such  administrative effort could be better deployed both within central and local government.

Examples

The following  are a number of  specific examples of the perverse effect of ring-fencing which
have been highlighted by local authorities.

• Early Years – A number of councils have made significant progress in achieving
government targets on provision of places for pre-school children, to the extent that they
did not necessarily require all the funding on offer from the Executive. But those councils
were not able to spend this on other preventative pre-school services because the
flexibility does not exist within the funding mechanism.  As a result they have had to spend
the money on further pre-school provision but this would not have been their local priority.

• Alternatives To Exclusion – Funding is received to provide support to schools to reduce
the number of pupil exclusions.  However, councils have also made available significant
sums of money to the education service to drive down exclusions by taking a multi-
disciplinary approach together with Social Services, Local Health Boards and other support
agencies.  In effect such councils are running two distinct and separate initiatives which
relate to the same strategic government and council priorities.  Alternatives to Exclusion
and Study Support initiatives can also create long term staffing implications. The approach
taken by many schools has been to create additional posts to cover both areas and thus
contractual obligations will be built up over the period of these initiatives.  It may well be
that local authorities should have been given freedom which could have resulted in a
better, longer term investment potential from putting the funding into early intervention
strategies, rather than being faced by a direct initiative to reducing numbers of excluded
pupils as a short-term measure.



• New Community Schools – One council has pointed out that it has taken a strategic
whole- authority approach to becoming a new community authority.  However, the
impediment to the progress of this strategic approach has been the number of ‘hoops’
through which they have had to jump.  For  example, there is Education Action Plan
funding and New Community School funding through the Excellence Fund special
programme.  There is Early Intervention and Alternatives to Exclusion funding through the
Excellence Fund core programme.  There is also council and partner organisation
resources.  The strategic and visionary approach to this major development would be
made much easier to implement and much more effective if the ring-fencing of these
monies from the government was removed completely with the focus being directed to the
delivery of outcomes.

• New Opportunities Fund – NOF funding for out of school activities comes at a time when
similar activities are ceasing to be supported through mainstream budgets.  The NOF
approach is normally more expensive because it relies on payments to staff rather than on
goodwill.

• Classroom Assistants – A number of councils have required to delete teaching staff
posts whilst having ring-fenced funds to employ classroom assistants. In addition, funding
for classroom assistants continues to increase year-on-year before any satisfactory
evaluation has taken place of their impact.  Translating a pilot into a full-scale national
scheme without supporting evidence could perhaps be regarded as poor practice.

• Social Inclusion – Reducing permanent professional community education posts whilst
employing temporary project leaders for SIP projects.

• Excellence Fund – Additional ring-fenced investment in education through the Excellence
Fund co-exists with budget reductions affecting special education needs and the removal
of swimming from the primary schools curriculum.  It is also at a time when there is well
documented evidence including HMI Reports on the crumbling state of schools –
COSLA/ADES have assessed this as requiring an investment of £1.3 billion.  Other
examples of reductions in areas of education spend include reduction in non-essential
fabric work,eg painting, reduced staff development, reduced resources to schools through
per capita and specific allocation, removal of enhanced staffing allocation to schools in
areas of deprivation, etc.

• Roads And Transportation – There is a ring-fenced public transportation fund but no
additional money for essential road maintenance – the crumbling state of the road
infrastructure has been assessed as requiring investment of around £1 billion.

• Library Facilities – Closure and restriction of library facilities whilst opening a new internet
café using SIP funds.

Annuality Difficulties

In addition to these specific examples of practical difficulties arising from the ring-fencing of
resources, problems are created by the annuality and late notification of resources.  Where
funding is only provided for a limited period of time appointments can only be made on a
temporary basis. This can involve difficulties in recruiting and maintaining quality staff as well
as ensuring continuity of staff in post because of the lack of permanent basis for posts
established.



Timescales given for planning and implementing projects and services can often result in
underspends due to lead-in times being long and the planning and development required
being underestimated.  The fact that money requires to be spent by 31 March does not always
recognise the need to comply with EC Procurement Directives and also individual council’s
own tendering and financial regulations.

As an example of the practical difficulties created by annuality, one council estimated its
spending guideline in November which at the end of the day was fairly accurate overall. The
amount distributed through ring-fencing was, however, considerably greater than had initially
been estimated and as a result of overall control totals this necessitated additional late
savings being identified from elsewhere in the council’s budget.

Examples of difficulties created by annuality include:-

• Funding for reducing class sizes was notified on 5 June 2000 leaving hardly any time
before the school summer holidays to arrange design work and put contracts in place. In
many cases this work will now have to take place during the short school holidays later in
the year and during term-time, potentially causing disruption to classes.

• Notification of mental illness specific grant was given after the start of the financial year.
The result is that voluntary organisations who are funded through this process have a
degree of uncertainty in relation to their future until they are advised of the grant.

• The allocation of children’s service development fund resources can create difficulties due
to short term contracts for staff resulting in uncertainty about the future until the continuity
of funding is made clear.

• The fixed nature of the funding and lack of continuity causes problems in the NGFL where
councils may avoid the option to lease hardware, which may be the most economical
procurement method, due to lack of confidence in the level of on-going funding.

Under the best value regime councils are now taking forward the preparation of three year
revenue and capital budgets. In order to have meaningful consultation with stakeholders it is
essential that local authorities are able to prepare three year plans with a reasonable degree
of accuracy.  At the moment this is not possible due to annuality and late notification of
resources.

Conclusions

In conclusion, there are several facets to the problem of ring-fencing.  Firstly, it is set within
the context of resources demonstrably insufficient to meet the needs of Scotland’s
communities. Secondly, it can and does generate perverse outcomes. Thirdly, the process is
rigid and bureacratic.

Fourthly, it is fragmentary and militates against a strategic and joined-up approach.  Finally, it
is disingenuous to place so much focus on these initiatives and thereby raise public
expectations when the reality is that funding is being displaced from other high priority areas.
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Negative Instruments

The Local Government Pension Scheme (Pension Sharing on Divorce)
(Scotland) Regulations 2001, (SSI 2001/23)

1. The Committee noted that new regulation 138(1) of the principal Regulations
seemed to duplicate regulation 2(1) of the principal Regulations as amended by
paragraph 1 of Schedule 2 to the instrument.  Regulation 2(1) as amended applies
definitions contained in Schedules 1 and 1(A) to the whole of the principal
Regulations (which would include new Part VI).  The Committee asked the Executive
for explanation.

2. The Scottish Public Pensions Agency (SPPA) explained in its response,
reprinted at Appendix A, that the principal Regulations, as now amended, are to be
interpreted in accordance with the definitions given in Schedule 1 and Schedule 1(A)
to the Regulations.  The Agency explained that it is then made clear in regulation
138(1) of the principal Regulations that Schedule 1(A) applies to the interpretation of
Part VI unless the context indicated otherwise.  This indicated to the reader that
Schedule 1(A) is the key definitions list for Part VI, although it will also be used for
interpretation elsewhere in the principal Regulations, if at a future date any of the
terms listed in that Schedule are used outside Part VI.

3. The Agency concluded that there is no overlap in the definitions in these
Schedules and that if there is an apparent element of duplication (although not
restriction), the purpose is to direct the reader’s focus to Schedule 1(A), when
interpreting Part VI.

4. The Committee considered that if the definitions in question have no meaning
outside Part VI then the reference in regulation 2(1) is unnecessary.  Alternatively,
the reference in regulation 138(1) renders the amendment to regulation 2(1)
unnecessary. Whilst unnecessary or duplicated wording does not affect the legal
validity of the instrument the Committee considers it undesirable and finds it to
constitute errors in drafting.

5. The Committee therefore draws the attention of the lead committee and
the Parliament to the instrument on the grounds of defective drafting.

6. The Committee suggested that in new regulation 141(6), the words “or
provision” should have been omitted given the definition of “pension sharing order” in
Schedule 1(A) and asked the Executive to confirm that this was an error.

7. The SPPA accepted that the expression “or provision” should have been
omitted given the definition referred to, but did not think that this error would cause
any confusion.

8. The Committee draws the instrument to the attention of the lead
committee and the Parliament on the grounds of defective drafting,
acknowledged by the Executive.
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9. The Committee noted that on several occasions the instrument seemed
inconsistent with the policies of both the Executive and the Parliament on “gender
neutral” drafting, for example at regulations 144(1)(a), 149(6), 154(3), 155(2), 156(4),
157(2) and 158(b) and asked for the Executive’s view on the apparent inconsistency.

10. The SPPA did not agree that the instrument is inconsistent with the general
policy of the Executive on “gender neutral drafting”.  In the Agency’s view, the
general policy of the Executive is that Scottish Statutory Instruments should be
drafted in gender neutral terms, except where an SSI makes a textual amendment or
other modification to an enactment which is not itself drafted in gender neutral terms.
The Agency states that the principal Regulations, which the instrument amends, are
not drafted in gender neutral terms and therefore the amending instrument is not
drafted in gender neutral terms. The Agency considers that in such cases the textual
amendment should follow the style of the legislation being amended.

11. The Committee notes that whilst in principle an amending instrument should
follow the style of the enactment amended, in this instance drafting of amendments
in gender neutral terms would not necessarily have been inconsistent with the style
of the instrument amended.

12. The Committee draws the attention of the Parliament and lead
committee to the instrument on the grounds that it was not drafted in gender
neutral terms.

13. The Committee noted that new regulation 160 gave retrospective effect to the
Regulations.  The Committee notes that retrospection was authorised by section 12
of the parent Act but was subject to the proviso contained in section 12(4).  That
section provided that no provision could be made under the section “unless any
person who is placed in a worse position than he would have been in if the provision
had not applied in relation to any pension which is being paid or may become
payable to him is by the regulations given an opportunity to elect that the provision
shall not so apply…”.

14. It was unclear to the Committee whether there was a possibility that
retrospectivity would have the effect provided for in regulation 12(4), but if so, there
did not appear to be any provision in the regulations for the election required by this
regulation.  The Committee considered that regulation 137 of the principal
Regulations did contain provision for such an election, but only in certain specified
circumstances which did not appear to be relevant.

15. The Committee therefore asked the Executive whether the Regulations were
capable of having the effect described in section 12(4) and, if so, where provision for
the required election was to be found.

16. The SPPA explained that regulation 160 applies to a different set of
regulations, not the principal Regulations and that information is given in the
instrument’s explanatory note as to who is covered.  The effect is that certain
members not covered by the current Local Government Pension Scheme are to be
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made subject to Part VI, such as deferred members and those covered by the 1987
Regulations, which constituted a predecessor scheme.

17. The restrospectivity applies to all members as allowed in terms of section 12
of the parent Act.  Section 12(4) is not relevant as the retrospectivity is to the date
when the Welfare and Pensions Reform Act 1999 came into force as regards
pension sharing. These amending Regulations do not cause any detriment to
pensioners in the scheme but merely reflect what has been effected already by
primary legislation.  The Act provides that its provisions shall override any scheme
term to the contrary.

18. The Committee considers that the Executive has provided a full explanation
as to why section 12 is not relevant and has clarified that no one will be potentially
disadvantaged by the retrospection provided for in the Regulations.

19. The Committee therefore draws the attention of the Parliament and lead
committee to the Regulations on the grounds that they required further
explanation, provided by the Executive.
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THE LOCAL GOVERNMENT PENSION SCHEME (PENSION SHARING ON
DIVORCE) (SCOTLAND) REGULATIONS 2001, (SSI 2001/23)

On 6th February 2001 the Subordinate Legislation Committee ("the Committee"),
having considered the above instrument, requested an explanation of the following
matters:

“(1)   The Subordinate Legislation Committee today considered the above
instrument and requests an explanation of the following matters.

(2) The Committee notes that new regulation 138(1) of the principal
Regulations seemed at best to duplicate or even contradict regulation 2(1) of
the principal Regulations as amended by paragraph 1 of Schedule 2 to the
instrument.  Regulation 2(1) as amended applied definitions contained in
Schedules 1 and 1(A) to the whole of the principal Regulations.  The
Committee feels that new regulation 138(1) though, could be read as
restricting the effect of Schedule 1A to Part VI of the Regulations as inserted
by the instrument and would appreciate an explanation from the Executive.

(3) The Committee notes that in new regulation 141(6) the words “or
provision” should have been omitted given the definition of “pension sharing
order” in Schedule 1(A) and asks the Executive to confirm that this is an error.

(4) The Committee notes that on several occasions the instrument seemed
inconsistent with the policies of both the Executive and the Parliament on “
gender neutral” drafting.  Examples could be found in regulations 144 (1)(a),
149(6), 154(3), 155(2), 156(4), 157(2) and 158(b).  The Committee asks for
the Executive’s view on the apparent inconsistency in style.

(5) New regulation 160 gave retrospective effect to the Regulations.  The
Committee notes that retrospection was authorised by section 12 of the
parent Act but was subject to the proviso contained in section 12(4).  That
section provided that no provision could be made under the section “unless
any person who is placed in a worse position than he would have been in if
the provision had not applied in relation to any pension which is being paid or
may become payable to him is by the regulations given an opportunity to elect
that the provision shall not so apply…”.

(6) It is unclear to the Committee whether there was a possibility that
retrospectivity would have the effect provided for in regulation 12(4), but, if so,
there did not appear to be any provision in the regulations for the election
required by this regulation.  Regulation 137 of the principal Regulations did
contain provision for such an election, but only in certain specified
circumstances.

(7) The Committee therefore asks the Executive whether the Regulations
were capable of having the effect described in section 12(4) and, if so, where
provision for the required election was to be found.”
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The Scottish Public Pensions Agency ("SPPA") responds as follows:

1. The principal Regulations, as now amended by paragraph 1 of schedule 2 of the
amending Regulations ("the Regulations"), are to be interpreted in accordance with
the definitions given in Schedule 1 and Schedule 1A to the principal Regulations.  It
is then made clear in regulation 138(1) of the principal Regulations that Schedule 1A
applies to the interpretation of Part VI unless the context indicated otherwise.  This
indicated to the reader that Schedule 1A is the key definitions list for Part VI,
although it will also be used for interpretation elsewhere in the principal Regulations,
if at a future date any of the terms listed in that Schedule are used outside Part VI.
There is no overlap in the definitions in these Schedules.   If there is an apparent
element of duplication (although not restriction), the purpose is to direct the reader’s
focus to Schedule 1A, when interpreting Part VI.

2. SPPA accepts that the expression "or provision" should have been omitted given
the definition referred to, but does not think this error will cause any confusion.

3. SPPA does not agree that the instrument is inconsistent with the general policy of
the Executive on “gender neutral drafting”.  It is the general policy of the Executive
that Scottish Statutory Instruments should be drafted in gender neutral terms.  The
exception to this general policy is that where an SSI makes a textual amendment or
other modification to an enactment (which includes a Statutory Instrument) which is
not itself drafted in gender neutral terms, the textual amendment or modification
should follow the style of the legislation being amended.  The principal Regulations
which the instrument amends are not drafted in gender neutral terms and hence the
amending instrument was not drafted in gender neutral terms.

4. As regards the points raised in paragraphs (5), (6) and (7) above, regulation 160
applies to a different set of regulations - not the principal Regulations - with an
explanation given in the explanatory notes as to who is covered.  The effect is that
certain members not covered by the current LG Pension Scheme are to be made
subject to Part VI, i.e. deferred members and those covered by the 1987
Regulations, which constituted a predecessor scheme.  The retrospectivity applies to
all members as allowed in terms of section 12 of the parent Act.  Section 12(4) is not
relevant as the retrospectivity is to the date when the Welfare and Pensions Reform
Act 1999 came into force as regards pension sharing.  These amending Regulations
do not cause any detriment to pensioners in the scheme.  They merely reflect what
has been effected already by primary legislation.  That Act provides that its
provisions shall override any scheme term to the contrary.  In other words pension
sharing will take effect from the retrospective date without these changes to the
principal Regulations.

David Lauder
 9th February 2001 for SPPA
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BRIEFING PAPER

Code of Conduct
 Proposals for consideration of the consultation document

1. Purpose of Report

The purpose of this report is to bring forward proposals for the consideration of the
Scottish Executive consultation document “Standards in Public Life – Consultation
on the Codes of Conduct for Members of Public Bodies and Councillors”, in order
that the Committee can respond to the paper.

2. Background

Members will recall that the Local Government Committee considered the Ethical
Standards in Public Life etc (Scotland) Bill which received Royal Assent on 24 July
2000.

The Act creates a Standards Commission and the post of Chief Investigating Officer.

Section 1 of the Act provides for a code of conduct for councillors. This can only be
issued after it has been laid before and approved by a resolution of the Scottish
Parliament.1

Section 2 of the Act provides for a model code of conduct for members of devolved
public bodies. This can only be issued after it has been laid before and approved by
a resolution of the Scottish Parliament.2

In January 2001, the Scottish Executive published a consultation document3 along
with a draft code of conduct for councillors4 and a draft model code of conduct for
members of public bodies5.

The consultation document invites views on the draft code and the draft model code.

                                           
1 Ethical Standards in Public Life etc (Scotland) Act 2000, Section 1(5)
2 Ibid, Section 2(4)
3 Standards in Public Life – Consultation on the Codes of Conduct for Members of Public
Bodies and Councillors (Scottish Executive, January 2001)
4 Standards in Public Life – The Draft Code of Conduct for Councillors (Scottish Executive,
January 2001)
5 Standards in Public Life – The Draft Model Code of Conduct for Members of Public Bodies
(Scottish Executive, January 2001)



2

3. Timescale

The Committee is asked to respond to the consultation by Wednesday 18 April 2001
at the latest. It is anticipated that the Committee could hear evidence on the Code of
Conduct  with a view to finalising its response before the Easter recess, subject to
committee business.

4. Proposed Witnesses

It is proposed that the Committee invite the following witnesses to give evidence to
the committee—

• Deputy Minister for Finance and Local Government, The Scottish Executive6

• COSLA7

• The Accounts Commission for Scotland (Audit Scotland)8

• Scottish Enterprise

5. Conclusions

The Committee is asked to consider the content of this report, to agree to respond to
the consultation document, and to agree to a plan of action for taking evidence and
sending a response to the Executive.

Eugene Windsor
Clerk to the Committee

February 2001

                                           
6 The Scottish Executive produced the draft model code of conduct for members of devolved public
bodies.
7 COSLA prepared the draft code of conduct for councillors, at the invitation of the Scottish Executive.
8 The Accounts Commission for Scotland being asked both in the capacity as the Commission and as
an organisation whose members will be subject to the model code of conduct for public bodies


