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Dear Gordon  
 
Scottish Parliament EJFW Committee – Report on the Draft Budget 2017-18 
 
The Scottish Government very much welcomes the Economy, Jobs and Fair Work 
Committee’s report on the Scottish Government’s draft budget for 2017/18 
 
Following its publication, I am writing in response to the substantive issues the report raises.  
Responses to these can be found in the attached annex. 
 

 
KEITH BROWN 
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ANNEX A 
 

The Scottish Government welcomes the Committee’s report.  Responses to each of 
the Committee’s recommendations are presented below. 
 
Enterprise Agencies 
 
Paragraph 91 – Scottish Enterprise 
 
The Committee notes concerns about whether Scottish Enterprise can continue to 
meet all the expectations placed upon them. This was the central question asked by 
Audit Scotland in the Supporting Scotland's Economic Growth report. Since 2009-10 
SE have seen their budget reduced by 41%. The Committee was not able to 
interrogate whether the agency would be able to make up this year‘s shortfall from 
other funding. The Committee seeks more detail from the Scottish Government and 
Scottish Enterprise itself. The Committee asks the Finance Committee to reflect on 
the question of whether SE can continue to meet all the expectations placed upon 
them. 
 
Our aim is to drive progress towards economic and productivity growth and a more 
competitive and inclusive economy.  Our goal is to ensure Scotland thrives: to sustain higher 
employment, identify, plan for and seize opportunities to create better quality jobs and fairer 
work and withstand economic shocks. Funding our Enterprise Agencies is one element of 
this government’s support to the economy. Through the Enterprise and Skills review, 
announced last summer, we are leading work to ensure that our investment across the 
system is strongly aligned and delivers the best possible outcomes.  
  
Overall, funding set out in the draft budget within the Economy, Jobs and Fair Work portfolio 
has risen in 2017-18, to £384.5 million, up 4.3% on 2016/17. Additional funding of £35m 
announced at Stage 1 consideration of the Budget Bill takes that to £419.5 million, up 13.8% 
on 2016/17.  The funding of our enterprise bodies supports delivery of this government’s 
priorities on inclusive, sustainable economic growth and given the overall budget settlement 
for the Scottish Government, this is a good settlement for Scottish businesses. Between 
2010-11 and 2019-20, UK austerity will see our fiscal departmental expenditure limit budget, 
which funds discretionary spending and capital investment, fall by more than 9 per cent, or 
£2.9 billion in real terms, with a share of a further £3.5 billion of cuts by 2019-20 still to 
come.   
  
The activity delivered by our enterprise bodies aligns with Scotland’s Economic Strategy 
supporting investment, innovation, internationalisation and inclusive growth. Over time, 
funding for our enterprise bodies - including through this draft budget - has changed to better 
reflect Ministerial priorities across portfolios and the level of their planned activities relative to 
their funding and income streams. Not all business support provided is in the form of grants 
and loans – the enterprise bodies provide practical support, advice and guidance to 
Scotland’s businesses through, for example, their Account Management process. Scottish 
Government funding and activities to support business has also evolved and changed over 
time, most notably with funding transferred from the enterprise bodies to create SDS and 
Business Gateway in 2008-09. Further developments to the business support landscape 
have also taken place in more recent years such as the establishment of our four Enterprise 
Zones spread over 14 sites and the introduction of City Deals.  
  
We have assessed SE’s Capital requirement in line with planned expenditure and income 
and will continue to review the potential for this income throughout the year.  SE will 
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potentially have access to additional capital income in 2017-18.  After considering the 
position of Scottish Enterprise and opportunities for investment £35m of Financial 
Transactions has now been added to the budget. 
 
Our enterprise bodies consider a full range of funding and support opportunities to ensure 
public funding delivers maximum returns. For example the bodies are able to supplement 
grant-in-aid with their own income which can be raised by realising investments, charging 
rents or disposing of assets etc.  In 2016-17 Scottish Enterprise estimated, in its Business 
Plan, that it would raise £117.7m. Likewise the enterprise bodies have a good track record in 
being able to deliver efficiencies. SE has contributed to Strategic Forum efficiency savings 
since their introduction in 2012-13.  That initiative has resulted in SE achieving efficiency 
savings of over £54m up to 2015-16.  In 2016-17 SE expect to contribute a further £17.28m 
in Strategic Forum efficiency savings and, if that is achieved, SE will have contributed a total 
saving of over £71m. 
 
Despite austerity, this government remains committed to investing in Scotland’s economy 
and we will continue to fund the enterprise bodies, liaise with and work with them to ensure 
continued support for our economic growth priorities. 
 
Paragraph 94 – Trade and Investment Support 
 
The increase in funding for support for Scottish international trade and investment in 
the interests of promoting the internationalisation agenda is welcome. This is 
something the Committee will likely return to as part of a future piece of work on the 
performance of Scotland‘s economy. However, we also heard that support is 
“blended” and tends to be approached as part of a larger package for account 
managed companies. On that basis, we seek assurances from the Scottish 
Government that the benefits of increasing support for Scottish international trade 
and investment activity will not be undercut by reductions elsewhere. 
 
Scottish Government increases in support for trade and investment activity are absolute.  
Our Programme for Government made clear the importance we place on growing Scotland’s 
trade links.  In line with our committed budget increases we continue to liaise and work with 
our Enterprise bodies  to ensure continued support for our economic growth priorities. 
 
 
Paragraph 95 – Women in Enterprise 
 
We welcome the Cabinet Secretary‘s positive comments relating to women in 
enterprise. The Committee welcomes the stated increase in the budget for 
entrepreneurial activity among women whilst at the same time recognising the need 
for all enterprise agencies and other stakeholders to work together to ensure best 
practice is shared to increase innovation among the general population. The 
Committee will be undertaking work on this area in 2017 and asks for clarification 
around evidence from the Cabinet Secretary that the budget for entrepreneurial 
activity among women will be doubled. 
 
The Scottish Government will continue to support specific actions, co-developed with public, 
private & third sector partners through the ‘Women In Enterprise Framework’, to tackle the 
gender-gap in enterprise – this is complementary to the inclusive support offered by the 
public enterprise network.  In 2016-17 we committed £200,000 to project through the 
Framework and will in 2017-18 double this to £400,000.       
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Paragraph 96 – Economic Data 
 
We welcome too his comments on improving the quality of data particularly for 
exports but also more widely in his remit. The Committee will be undertaking work on 
this in the coming months. 
 
Improving Scottish Economic Statistics is part of an on-going process which involves 
consultation with users (in particular through the Scottish Economic Statistics Consultancy 
Group) and is reflected in the publication of the Economic Statistics plans put together by the 
statisticians in the Office of the Chief Economic Adviser.  The review of economic statistics 
by the Chief Economist is linked to both to the Ministerial Labour market group and also the 
Enterprise and Skills review phase 2 workstream on data, performance and evaluation.  We 
will update the Committee in due course. 
 
Paragraph 98 – Enterprise Agencies spend 
 
Furthermore, given the in-year budget revisions for the enterprise agencies that take 
place in spring and autumn, the Committee intends to reposition its approach. Rather 
than limit its attention to the often hurried process based around the autumn/winter 
publication of the Scottish Government‘s overall Draft Budget, we shall pursue more 
meaningful scrutiny by looking more closely at the spending plans of Scottish 
Enterprise and Highlands and Islands Enterprise as they become clearer during the 
year. Information gleaned in this way could then be used to feed into an evidence 
session with the Cabinet Secretary once the Draft Budget is published. 
 
We welcome this approach by the Committee and agree that this will give the Committee a 
much clearer outline of Enterprise Agencies spending plans as they develop throughout the 
year.  However it should be noted that until the Annual Reports and Accounts are published 
actual outturn cannot be truly known for each of the agencies concerned. 
 
Fuel Poverty 
 
Paragraph 147 – Policy through a fuel poverty lens 
 
Certainly fuel poverty is something every administration has wrestled with, but now is 
the opportunity to pin the problem down by rethinking, refashioning and refreshing 
our approach. Having heard from the experts, the Committee encourages the Scottish 
Government to examine forthcoming policy initiatives through ―a fuel poverty lens‖: 
the energy strategy, climate change plan, fairer Scotland action plan, newly devolved 
welfare powers, the Energy Companies Obligation and Scotland‘s Energy Efficiency 
Programme. Better collaboration across the sectors must be a priority, other budgets 
better aligned, and greater emphasis given to affordable warmth. 
 
Tackling poverty is a top priority for the Scottish Government and we are determined to do all 
we can, wherever we can, to reduce the harm it causes. The Scottish Government’s efforts 
to alleviate poverty and tackle inequality continue to be subject to independent scrutiny by 
the reappointed Independent Advisor on Poverty and Inequality, Naomi Eisenstadt.  
Professor Eisenstadt will provide valuable insight into our proposals to tackle inequality and 
will continue to give the Scottish Government a clear focus for going forward. 
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Paragraph 148 - Prevention1 
 
More immediately, support should be targeted at the most disadvantaged households, 
often the least likely to self-refer, and carried out at the local level by knowledgeable 
and trusted people. What was described as an “energy carer” approach. The 
preventative spend agenda – reflecting the findings of the Christie Commissioni – 
ought to underpin every national policy, community action and individual 
intervention. The Scottish Fuel Poverty Strategic Working Group and the Rural Fuel 
Poverty Task Force were consistent in that message. The Committee has sought more 
information from the Cabinet Secretary and we urge the Scottish Government to bear 
in mind the wider benefits that investment in energy efficiency can bring, for example 
in benefits for the NHS, in turn reducing the amount of money spent on health 
conditions related to cold and damp housing and wider poverty issues. The 
Committee is of the view that in order to assess the impact of preventative spending, 
further comparative analysis should be undertaken with other departments in order to 
identify where expenditure can best be targeted.  
 
Prevention remains a core part of our strategy to transform public services and ensure their 
fiscal sustainability. It is the route to tackling the most difficult and entrenched problems 
people face.  We know the solutions to these problems do not fit neatly within traditional 
organisational boundaries.  Collaboration will enable us to deal with the complexity 
holistically and make the best possible use of the total resource available to us.  This will 
involve looking beyond spending decisions to consider all of the assets at our collective 
disposal.   

 
In response to the Finance Committee Inquiry into Prevention last summer, it was proposed 
that we should understand prevention in terms of its aims rather than purely on the basis of 
spend, it follows that we should revise the way we seek to assess progress from shifts in 
spend to the intended outcomes. Prevention is an intrinsic part of systems and all 
preventative activity has the same overarching aim to improve and maintain positive 
outcomes and break cycles of negative outcomes wherever these have been able to take 
hold. It is recognised that understanding needs and what works best is key to shifting to 
greater prevention in public services.  
 
As part of this, we are looking at ways to get a better idea of patterns that can help us to 
direct intervention and support people who are at high risk of poor outcomes. Focusing on 
three key areas initially – reducing reoffending, youth employment and employment for 
disabled people – we are hoping to develop ways to make better use of the data sets that 
are available to us to identify who would benefit most from prevention.  
 
At the same time we will be concentrating on how we can direct more funding towards 
activities that focus on prevention either by facilitating joint investments by local partners or 
attracting new money from outside investment. 

                                            
1
  “More immediately, support should be targeted at the most disadvantaged households, often the least likely 

to self-refer, and carried out at the local level by knowledgeable and trusted people. What was described as an 
“energy carer” approach. The preventative spend agenda – reflecting the findings of the Christie Commission 
[157] – ought to underpin every national policy, community action and individual intervention. The Scottish Fuel 
Poverty Strategic Working Group and the Rural Fuel Poverty Task Force were consistent in that message. The 
Committee has sought more information from the Cabinet Secretary and we urge the Scottish Government to 
bear in mind the wider benefits that investment in energy efficiency can bring, for example in benefits for the 
NHS, in turn reducing the amount of money spent on health conditions related to cold and damp housing and 
wider poverty issues. The Committee is of the view that in order to assess the impact of preventative spending, 
further comparative analysis should be undertaken with other departments in order to identify where 
expenditure can best be targeted.” 



 

St Andrew’s House, Regent Road, Edinburgh EH1 3DG 

www.gov.scot 
  

 

 
Paragraph 149 - Analysis 
 
Energy Action Scotland said the past 15 years show that the levels of spending on 
ending fuel poverty have not been enough. They reminded the Committee that the 
scale of the problem has never been fully assessed. A robust and up-to-date cost 
analysis was recommended by the Economy, Energy and Tourism Committee in 2014 
and again in 2015. We repeat that call here. 
 
We recognise that monitoring and evaluation is an important aspect of the forthcoming fuel 
poverty strategy and will consult on this as part of our wider consultation on a new fuel 
poverty strategy later this year. We encourage all interested parties to engage in that 
consultation to inform the strategy. 
 
Paragraph 150 – Rural fuel poverty 
 
The Committee acknowledges that there are schemes tailored to the islands and other 
rural areas, but there was no specific budget line set out to address rural fuel poverty. 
We ask the Scottish Government to elaborate on the reasons for this, and recommend 
they look again at designating specific resources towards rural areas in the future. 
 
There is no specific budget for rural fuel poverty because it is already substantially supported 
in our existing programmes. We are already making sure rural households benefit from our 
energy efficiency programmes.  100% of our HEEPS: Area Based Schemes funding for 
2017/18 to be distributed to councils is based on an assessment of need which means that 
remote areas receive more per head of population to tackle fuel poverty than those on the 
mainland. In addition, grant levels on our island areas are higher – island households can 
receive grants of up to £9000 compared to £6000 on the mainland.  And our Warmer Homes 
Scotland scheme is delivered on a regional basis (including a separate island region) to 
ensure all households, including those living in more remote parts of the country get the 
same level of service to those in urban areas. 
 
Paragraph 151 – Energy Consumers 
 
Our predecessor Committee also found, when they reported on energy security in 
2015, that customers engaging least with the energy market were generally the most 
vulnerable. The Committee recommends that the Scottish Government examine what 
more can be done to empower consumers to make better informed decisions on their 
energy supply. 
 
The Scottish Government have long called for a fair deal for Scottish energy consumers and 
are taking forward a programme of work  to promote Scottish consumer engagement in the 
energy market. In line with manifesto commitments we are examining the merits of collective 
switching with a particular focus on disengaged and offline consumers.  This work will be 
complimented by wider survey to better understand both the switching habits of / and 
barriers faced by Scottish consumers across regulated sectors.  

 
We acknowledge however that this work cannot be taken forward in isolation and encourage 
responses to our consultation on a draft Scottish Energy. The Energy Strategy is designed to 
provide a long term vision to guide detailed energy policy decisions over the coming decades 
and one that we want to develop with input from a wide range of stakeholder.   
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Helping energy consumers to manage their bills, harnessing smart technology in the home 
and supporting new business models in the retail energy market is an important focus and 
one that we are keen to explore through the consultation period and beyond.  At the heart of 
this work are Scottish consumers and in particular those vulnerable to fuel poverty as we 
pursue our 2050 vision for an energy market that delivers better outcomes for consumers 
with more affordable energy. The Scottish Government are seeking views on this vision and 
welcome view from the committee on how we will seek to achieve it. 
 
Further Issues 
 
The Cabinet Secretary is aware that he made a small number of commitments to 
revert to the Committee during his evidence session in December.  Please find 
commentary on each of these below.  In addition we are pleased to provide 
contributions on some of the specific issues within the report on energy efficiency 
and pre-payment meters: 
 
Small Business Bonus 
 
The Small Business Bonus Scheme policy is informed by objective internal analysis and 
wide-ranging stakeholder engagement.  For example, the Federation of Small Business, 
having surveyed almost 1,000 business owners to ask what would happen if the scheme 
was abolished, recently said that "about a fifth of small firms (18.9%) reported they would 
close the business, with similar proportions arguing that they would have to cancel 
investments (19.9%) and amend their plans for growth (18.3%)”.  An external review led by 
Ken Barclay, exploring how non-domestic rates might better reflect economic conditions and 
support investment and growth, is due to conclude this summer, and we have committed to 
respond swiftly. 
 
Preventative Spend 
 
Delivering truly people-centred services and empowering communities are at the heart of our 
public service reform agenda. We see prevention in particular as the route to tackling the 
most difficult and entrenched problems that people face in our communities and to achieving 
our goals of reducing inequalities and driving inclusive growth. Nationally, we are committed 
to investing in early intervention programmes that support our young people, raise 
attainment, tackle inequality, reduce reoffending, contribute to inclusive growth, and 
empower our communities. 
 
For example, we have continued to focus on skills and employability as roots to driving 
inclusive economic growth and tackling inequalities. In October 2016 we reported on the 
initial findings of the first phase of our review into enterprise and skills bodies. The primary 
purpose of the review is to identify ways in which we can strengthen the support on offer, 
and the economic outcomes that it delivers. It is focused on improving our national economic 
performance to ensure inclusive economic growth and increased productivity, while also 
aiming to create a simpler system that takes full account of the needs of users. Alongside 
this, our employability programme aims for a different, more people-centred approach, 
targeting individuals and groups who find public services harder to reach. We have also 
launched a National Social Enterprise Strategy which builds on more than a decade of 
sustained investment in social enterprise; recognising their potential in tackling some of the 
toughest social issues we face while helping to deliver inclusive growth. 
 
At a local level Community Planning is a major vehicle for delivering preventative action that 
is specifically targeted at locally identified priorities. New provisions that came into force at 
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the end of 2016 require community planning partners to work together to improve outcomes 
and further reduce socio-economic disadvantage for local communities.  
 
Energy Efficiency Budgets – as issued to Liam Kerr MSP 
 
As announced in this year’s Programme for Government (PfG), we will make available half a 
billion pounds over the next four years to tackle fuel poverty and improve energy efficiency.     
 
In 2016/17 the energy efficiency budget was £139m compared to £140m currently proposed 
within the draft budget for 2017/18 This maintains current spend on energy efficiency, heat  
and fuel poverty in 2017/18 and reflects that that SEEP is a developing programme and the 
greater spend will be in the latter 2 years to 2020 as programme matures. 
 
The PfG also announced as part of the wider economic stimulus package in 2016/17, £10 
million more for domestic energy efficiency in 2016-17 helping make Scotland’s homes 
cheaper to heat and reducing the costs of energy bills for householders and a further £10 
million to make our public sector buildings more energy efficient. This was additional to 
allocated budgets 2016/17 
 
 
Energy Efficiency 
 
Paragraph 110 – “[Elizabeth Leighton] said enough public money should be put in to 
that programme “to lever in private finance”. Describing this year as “transitional”, 
given the launch of SEEP in 2018, Ms Leighton called for a £190 million budget, which 
she suggested could be brought up to £250 million with cash from the Energy 
Company Obligation (“ECO”). Mr Kerr said “We know from the past 15 years‘ 
experience that the budgets have not been enough … I do not expect any more than 
£125 million when the budget is announced … it needs to be double that”.   
 
We have invested more in our fuel poverty and energy efficiency programmes than any 
previous Government.  We designated energy efficiency as a national infrastructure priority 
in 2015 and we are making available over £140 million in 2016-17, and we will make half a 
billion available in funding for Scotland’s Energy Efficiency Programme (SEEP) over the next 
4 years. Taking into account the approx. £60m annual investment from ECO we anticipate 
overall funding in 2016/17 to be in the region of £200m. 
 
Paragraph 120 – [Elizabeth Leighton] - She commended the Scottish Government for 
“the very positive move” of its post-Brexit stimulus, putting £20 million into energy 
efficiency, half being for domestic stock. EHA believed that 8,000 jobs plus could be 
generated by a programme of sufficient scale.   
 
Scotland’s Energy Efficiency Programme will deliver our commitment to make energy 
efficiency a national infrastructure priority, boosting energy efficiency investment in Scotland 
and decarbonising heat provision over the long term. One of the aims of SEEP is to 
accelerate the pace and scale of delivering energy efficiency measures and will have 
multiple benefits, including the opportunity to create a substantial Scottish market and supply 
chain for energy efficiency services and technologies. Once the programme is fully 
operational we expect there to be an estimated 4,000 jobs supported each year across 
Scotland, including in remote areas. 
 
Pre-payment meters 
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Paragraph 137 – The treatment of those energy customers on pre-payment meters had 
been criticised by the CMA, and Mr Alexander agreed they faced “a wretched deal”.  
Awareness was the key and for some people it was about changing supplier while for 
others it was method of payment. Mr Kerr said the Scottish Government supported 
the Home Energy Scotland programme and CAS but must “continue to put the 
message out” and support “trusted intermediaries” at community level. 

 
The Scottish Government recognise the importance of collaborative effort to effectively 
tackle the poverty premium in the energy market and to ensure that all consumers are 
paying a fair price for their energy. We are concerned about long-term upward trend towards 
PPM in Scotland  and are actively working with the largest six energy suppliers to reduce the 
use of PPMs and to increase the number of customers on the best value tariff. The 
December 2016 Utility Summit  marked an important step in this work, which will be further 
advanced when the summit is reconvened in 2017 and extended to include consumer group 
representatives.  

 
In November 2016 we rolled out an impartial supplier-switching support service through a 
partnership between Home Energy Scotland and the social enterprise Citrus Energy.  This 
initiative  will both promote the switching message and simplify the switching process 
facilitating increased levels of switching within the energy market.    
 
 
 
                                            
i
 The Commission on the Future Delivery of Public Services, chaired by Campbell Christie, reported in 2011: 
http://www.gov.scot/Resource/Doc/352649/0118638.pdf.  
 

http://www.gov.scot/Resource/Doc/352649/0118638.pdf

