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Dear Bob, 
 
Following the evidence to the Committee from myself and Kevin Stewart, Minister for Local 
Government and Housing, on 20 December 2017, please find attached the Scottish 
Government's response to the Committee’s Report on the Scottish Government's Draft 
Budget 2018/19. 
 
The response addresses each query by reference to the relevant heading and paragraph 
number in the report 
 
                                                                         I hope you find this helpful. 
 
                                                                                
 
 
 

 DEREK MACKAY 
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Local Government and Communities Committee  
Report on the Scottish Government's Draft Budget 2018/19 - Scottish Government 
Response 
 
The Local Government budget 
 
16,17,18. The Scottish Government appreciates that these are challenging times for public 
services, which is why the local government settlement included as a result of our joint 
negotiations with COSLA additional funding to meet our key partnership priorities for Early 
Learning and Childcare, Health and Social Care and teachers pay.  The additional funding 
for these agreed partnership priorities was clearly identified in both the 2018-19 Draft Budget 
and subsequent Local Government Finance circulars. 
 
19.  In setting the overall quantum of funding to be provided to local government, the vast 
majority of which is unhypothecated for any particular service, the Scottish Government 
recognised a range of trend forecasts which impact on the cost of delivering local 
government services, such as demographic and population forecasts, pay and general price 
inflation.  
 
Inflation 
 
25,26.  The Gross Domestic Product or GDP deflator is an implicit price deflator and is a 
measure of the level of prices of all new, domestically produced, final goods and services in 
an economy.  Unlike the Consumer Price Index CPI) or the Retail Price Index (RPI) it is not 
based on a fixed basket of goods and services, so therefore provides a more appropriate, 
broader, responsive measure of inflation for Government.  The Government is in itself a 
producer and therefore it would not be appropriate to use either the consumer or retail 
indices. 
 
Local Government Pay 
 
34,35.  As the Committee’s report states local government pay policy is a matter for councils 
themselves, however, I have acknowledged that the benchmark that the Scottish 
Government have set with our pay settlement will inevitably put pressure on councils to 
match that.   While pay accounts for around 60 per cent of council revenue budgets, we have 
delivered a real terms increase in local government revenue funding this year that will allow 
them to consider their staffs’ pay along with their wider priorities for service delivery.  The 
local government settlement provides  an increase of £174.9 million in revenue funding, 
taken with the £77 million generated from councils decision to increase council tax by the 
maximum allowable 3% this will generate an additional £251.9 million increase in revenue 
funding compared to 2017-18.   
 
Protected funding commitments 
 
47,48,49.  When this Government came into power we inherited around £2.7 billion of 
funding that was ring-fenced through the provision specific grants by successive previous 
administrations.  We have substantially reduced that and local government have greater 
freedom and flexibility on how they choose to allocate their resources.  Funding that has 
been ring fenced for specific purposes, such as the Scottish Attainment Fund and for Early 
Learning  and Childcare expansion or where we have a national commitments such as 
teacher numbers, are national priorities which are considered jointly through our formal 
Budget negotiations with COSLA.  
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Transparency 
 
58.  I can confirm that the ‘Green Book’ for Grant Aided Expenditure is published each year 
and provides comprehensive details on the methodology, data and calculations central to 
local government revenue funding.  I can also confirm that a year on year budget 
comparison is provided for members of the parliament in the chamber when the draft budget 
is announced. 
 
59,60. The Scottish Government currently has no plans to review the local government 
distribution formula, however, as I have made clear to COSLA, I am always open to consider 
an approach from COSLA on behalf of local government for such a review.  
 
Non Domestic Rates 
 
70.  We have fully addressed the Auditor General for Scotland’s recommendations to  
provide further transparency by including additional tables(10:17 and 10:18) in the Draft 
Budget publication. These tables clearly set out the Non-Domestic Rate Income forecast 
provided by the Scottish Fiscal Commission, the Distributable Amount (including details of 
how it is calculated) and details of the Scottish Government’s strategy to manage of 
balances on the operation of the Non-Domestic Rating Account which will continue to be 
published on an annual basis. 
 
71.  As the new growth accelerator rates relief was implemented from 1 April 2018, 
consideration is currently being given to how this will be monitored.  I welcome the 
committees comments on the review of the Small Business Bonus Scheme and have agreed 
to take forward a full evaluation of the impacts. 
 
Council Tax 
 
81.  The Scottish Government and COSLA  have agreed that the distribution of the uplift  of 
the additional income from the council tax reforms (£110 million) implemented in 2017-18 will 
revert to the long established equalisation methodology in 2018-19 to cover all anticipated 
council tax income.  This will provide each local authority, with their needs based share of 
the available central government funding, taking fully into account their ability to raise income 
through Council tax.  This change will benefit, in terms of Scottish Government grant, those 
councils with proportionately higher levels of deprivation but proportionately lower levels of 
Council Tax income.   
 
Fees and Charges 
 
94.  Local Authorities clearly report on the fees and charges that they collect, however issues 
around data quality can arise when services are transferred to an Arms-Length External 
Organisations(ALEOS) where general governance and reporting is not strictly aligned with 
local authorities. 
 
Service Redesign 
 
105,106. The Scottish Government are committed to supporting greater collaborative ways 
of working and these will be considered as part of the Local Governance Review. The 
Government is also clear that we will be supportive of island authorities who want to 
establish a single authority model of delivering local services – including health and social 
care.  
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We will support proposals that are developed with stakeholders, including trade unions, and 
which clearly improve people’s lives, create efficiencies and protect local democracy and our 
NHS.   
 
Affordable Housing Supply Programme 
 
124. The Scottish Government remains committed to continue to promote increased supply 
across all tenures and build on its More Homes Scotland approach.  At the CIH Housing 
Festival on 27 February, the Cabinet Secretary for Communities, Social Security and 
Equalities set out some of the challenges that lie ahead and invited the housing sector to 
engage with government on the best ways to deliver affordable homes that meet the needs 
of our changing population from 2021 onwards.  Our approach will be informed by sound 
research and by recommendations from the newly established Scottish Land Commission.  It 
also needs to be able to flex to emerging economic and market data and the impacts of 
Brexit.  Given the long lead-in times for housing delivery, we are looking to develop some 
outline options by the end of this year. 
 
125. The £814.70 m figure is the More Homes and TMDF  budget excluding £30.00 m of 
receipts. The difference between the total budget and the Affordable programme  , including 
receipts, is therefore £88.7 and this will support Help to Buy, Housing Infrastructure loans 
and resource to support the programme.   
 
Housing for particular groups or areas 
 
135. Scottish Government guidance on the Affordable Housing Supply Programme (AHSP) 
clearly states that ‘while grant providers and grant recipients will wish to maximise the value 
obtained through the AHSP, this should not prevent higher cost, priority projects from 
proceeding (including … those involving housing for people with particular needs).  Flexibility 
to award grant subsidies above benchmark for social rent and mid-market rent therefore 
applies to both local authority and Registered Social Landlords projects’.   
 
Grant providers and grant recipients are required to adhere to the terms of the above 
guidance when delivering grant-subsidised homes for social and mid-market rent.  Ministers 
and officials also consistently highlight the flexible nature of the above approach during the 
regular engagement with local authority partners across Scotland.  
 
(To note: The term ‘grant provider’ refers to the local Scottish Government More Homes 
Division area office or, in the case of Edinburgh and Glasgow, the relevant City Councils.  
The term ‘grant recipient’ refers to Registered Social Landlords and councils.)  
 
136. As the statutory housing authority it is for councils to assess the housing needs of its 
area and to set out through its Local Housing Strategy how these housing requirements and 
other housing related services will be met. The Housing Need and Demand Assessment 
forms part of the evidence base which will help inform the Local Housing Strategy, 
particularly in relation to the overall scale and likely tenure of housing. However, it remains 
the role of the Local Housing Strategy to set out clear policy objectives for the delivery of 
new housing (including any specific considerations relating to size, type and location) and 
the principles which will guide the housing projects that come forward in the Strategic 
Housing Investment Plan.  In taking forward this role it is recognised that Local Authorities 
will want to have due regard to the contribution of housing to the achievement of broader 
corporate objectives, such as placemaking, tenure diversification or community 
sustainability. 
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If it is the local authorities settled view, in consultation with its stakeholders, that housing 
investment should be directed to specific locations then we would expect affordable housing 
projects coming through the SHIP to reflect this. 
  
Adaptations 
 
143,144. The Scottish Government shares the committee’s view that everyone should be 
able to live in a home that meets their needs, is safe and secure and helps them to live as 
independently as possible. Appropriate adaptations can also help older and disabled people 
stay in their own home.  
 
The Scottish Government is committed to working with stakeholders to take forward the 
recommendations of the Adaptations Working Group. Five test sites piloted different 
approaches to test the viability of the working group’s recommendations. An independent 
evaluation of the test sites was published in September 2017. The evaluation included a 
number of learning points. 
 
Since the integration of health and social care Integrated Joint Boards are responsible for the 
planning delivery of adaptations using budget created by delegation and for reviewing and 
developing services to improve outcomes for people who require adaptations. Ministers have 
asked Partnership Chief Officers to consider the learning points from the evaluation and to 
provide them with details of their plans to review and improve arrangements for the delivery 
and funding of housing adaptations. 
 
Scottish Government officials continue to work with health and social care partnerships, 
older and disabled people’s organisations and the housing sector to ensure that people who 
would benefit from adaptations to their home can access these services when needed. 
 
145. The Scottish Government  will provide £10 million in 2018-19 to help Registered Social 
Landlords to deliver adaptations. It is for individual RSLs to determine how to make best use 
of the adaptations funding received from the Scottish Government as part of their overall 
approach to providing support for older and disabled tenants.  
 
Ministers have written separately to the Convenor with details of adaptations funding by 
Health and Social Care Partnerships. 
 
Grant Subsidy Benchmarks 
 
154. As the Committee is aware, councils can be awarded grant subsidy above benchmark 
so that they can deliver higher cost priority projects, where required.  Existing funding 
arrangements should not therefore act as a disincentive for councils to directly provide new 
build social housing.    
 
Officials hold regular meetings with their local authority counterparts to discuss and agree 
the appropriate levels of grant funding which are required for individual projects (including 
those which are being delivered directly by councils themselves).  
 
Energy efficiency   
 
157. The total SEEP-related budget for 2017-18 was £141.9m (made up of £114.1m for fuel 
poverty and domestic energy efficiency plus £27.8m for non-domestic energy efficiency and 
heat decarbonisation).  
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The final budget as passed, is now making available £146.1m in 2018-19 (£116.3m for fuel 
poverty and domestic energy efficiency plus £29.8m for non-domestic).  This shows we are 
well on track to meet our commitment to make available more than £500m for resolving fuel 
poverty and improving the energy efficiency of Scotland’s buildings over the 4 years to 2020-
21. The tables below provide a breakdown of budget by category and by programme.  
Budgets for 2019-20 and 2020-21 will be submitted to Parliament in future Budget Bills.  
 
Spend by year 

 
 
 
 
 
 
 
 

Spend by programme 
 

 2018-19 budget per programme still to be confirmed 

 2017-18 draft budget allocated as follows 
 

Domestic (£m) Non-domestic (£m) 

HEEPS: ABS 47   

Warmer Homes Scotland 19   

Home Energy Scotland / 
advice & support 

10.1 Resource efficient Scotland / 
non domestic and heat advice / 
support for supply chain 

6.3 

SEEP Pilots 7 Seep pilots (inc LHEES) 5 

Loans cashback 1   

Home Energy Scotland 
Loans  

30 Loans (SMEs, public sector 
and District heating and 
microgen) 

16.5 

Total 114.1 Total 27.8 

 
Future Challenges   
 
166,167,168.  The UK exit from the EU and the introduction of the 2016 Scotland  Act 
powers alongside the associated Fiscal Framework have created significant uncertainty and 
higher levels of volatility with respect to the funding available to the Scottish Government.  
As a result it has only been possible to provide single year spending plans in recent years.  
The Scottish Government fully recognises that this has in turn created uncertainty for 
communities across Scotland who rely heavily on the SG Budget and are unable to plan 
beyond the UK’s departure from the EU.  The Scottish Government is continuing to engage 
with HM Treasury regarding EU funding and related issues, and will continue our efforts to 
ensure that both the financial implications of EU exit and appropriate future funding 
arrangements for Scotland are fully considered, in order to ensure Scotland’s public finances 
are protected.  In addition the Chancellor of the Exchequer has announced a full UK 
Spending Review in 2019. Ministers are also committed to publishing a Medium Term 
Financial Strategy in the Spring, setting out a high level analysis of the financial position 
going forward 5 years.  Notwithstanding this, Ministers have provided multi-year 
commitments for individual budget elements where possible, as is the case for housing, 
childcare and city deals.  

 2017-18 2018-19 

 CDEL RDEL FTs Total CDEL RDEL FTs Total 

Domestic 74 10.1 30 114.1 74 12.3 30 116.3 

Non-
domestic 

9.3 12 6.5 27.8 8.3 15 6.5 29.8 

SEEP 
Total 

83.3 22.1 36.5 141.9 80.3 27.3 36.5 146.1 


