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Social Justice and Social Security Committee

Kate Forbes MSP Social Justice and Social Security
Cabinet Secretary for Committee
Finance and the Economy The Scottish Parliament
Scottish Government Edinburgh

EH99 1SP

Via email only

Email: SJISS.committee@parliament.scot

25 March 2022

Dear Cabinet Secretary,
Investing in Scotland's Future: resource spending review framework

The Committee is responding to the Scottish Government’s consultation on its
Investing in Scotland’s Future: Resource Spending Review Framework which
was published along with the draft budget on 9 December 2021 and will
inform the Government’s spending plans up to 2026-27.

To inform our response the Committee heard from Emma Congreve, Fraser of
Allander Institute, University of Strathclyde. Her expertise is in economic
policy relating to low income households and from David Philips, Institute for
Fiscal Studies, who leads on research into devolved and local government
finance, including the fiscal framework on 17 March 2022.

It is noted that the resource spending review (RSR) framework sets out three
principles for the spending review. It should be:

« focused on outcomes,
« informed by evidence, and
« include consultation.

We also note that the child poverty targets are highlighted as one of the
framework’s three priorities.

It is within these areas that the Committee concentrates its response.
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https://www.gov.scot/publications/investing-scotlands-future-resource-spending-review-framework/
https://www.parliament.scot/api/sitecore/CustomMedia/OfficialReport?meetingId=13661

The priorities

As you will be aware the Committee has focused much of its budget
consideration on child poverty. While the framework for the spending review
sets out tackling child poverty as one of three government priorities, we note
there is little subsequent discussion of child poverty. Instead it sets out the
general fiscal context and proposes a general approach to considering public
funding and spending.

Evidence presented to us from our expert witnesses clarified that although we
should not expect to see detailed consideration of spend on child poverty in
the RSR, we should expect to see the inclusion of the sum total of spend that
is committed to tackling child poverty over the review period. Also, the RSR
should set out what spending in this priority area means for spend elsewhere
or where difficult choices are having to be made.

The primary drivers of spending

The spending review framework notes the high level of uncertainty in
forecasts for current policy such as Adult Disability Payment. It also
recognises that:

“‘Modelling does not yet include the forthcoming Scottish replacements
for the Attendance Allowance, Carer’s Allowance, Winter Fuel Payment
or Industrial Injuries Disablement Benefit.” (Spending Review
Framework p.17)

The Scottish Fiscal Commission (SFC) wrote to the Committee on 11 March
setting out its role in relation to forecasting for the Medium-Term Financial
Strategy and the Resource Spending Review. In a departure from previous
practice the SFC explains that it will provide indicative costings in its forecasts
for additional spending associated with the Scottish Government’s planned
policy changes.

The Committee welcomes this as a potentially valuable addition.

Further the framework suggests that benefit spending could be higher in
Scotland once Scottish replacements for these benefits are established,
stating that the:

“differing approach taken in Scotland, based on our core principles of
dignity, fairness and respect, has resulted in higher benefits
expenditure than the block grant funding provides.” (Spending Review
Framework p.17)

It also discusses other drivers of spending such as the growth in the public
sector workforce (including the social security workforce), and high inflation.

David Phillips in his follow-up submission on 17 March clarified that there are
many factors which make it difficult to project forward both funding and
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spending pressures over the period to 2026-27, for example volatile factors
such as inflation and geopolitical impact on cost of living expenses, also:

e The medium-to-longer term effects of the COVID-19 pandemic on
demand and costs for a range of public services, not just healthcare.

e The difficulties in forecasting the costs of rolling out new social security
benefits with new approaches to implementing eligibility assessments
by an organisation that aims for a different culture.

e And, of course, uncertainty about how the UK government — whose
decisions still are the main factor determining the Scottish
Government’s funding envelope — will respond to various
developments and update its own plans.

As a demand led budget, social security can impact spending on the rest of
the budget. We know from the Scottish Fiscal Commission that a significant
funding gap is expected to open up between the forecast spending on social
security and the devolved funding received from the UK Government over the
course of the spending review. (OR 23 December 2021, col 3)

David Phillips explained that the gap between the block grant adjustment for
social security and the forecast of actual spending is about 1.5 to 2 per cent of
the Scottish Government’s resource budget. He said:

“That might not sound like a huge amount, but when you look at it
compared to individual budgets, to put a scale on things, it is about 4
per cent of the health budget and maybe 6 or 7 per cent of the local
government budget. Finding that amount of money will be challenging,
especially given the other spending pressures that we face. Difficult
decisions will need to be made around prioritisation and the Scottish
Government may need to look at taxation if it is serious about both
funding welfare measures and addressing the pressures in other
areas.” (OR 17 March 2022, col 13)

The Committee considers the RSR should be more transparent about the
difficult choices around increasing taxes or reducing services to meet these
fiscal challenges.

One of the key principles is to focus on outcomes. The contribution of
preventative spend to achieving outcomes on reducing child poverty and
demand for social security should be considered. However this requires
robust analysis.

Our witnesses in their evidence emphasised the importance of being able to
see analysis of what prevention means in practice or where those linkages
are being made to better inform spending and priorities. Emma Congreve in
her follow-up submission pointed to international examples set out in the
Preventative spend — literature review SB10/57 undertaken by SPICe in 2010.

The Committee notes that prevention is referred to in the RSR, but it would
like to see reference to more explicit analysis in the document or at a
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minimum the mechanism to be used to monitor or evaluate prevention,
particularly in relation to the child poverty priority. This is an area the
Committee is keen to explore further when it looks at the second tackling child
poverty action plan in April.

Following publication of the Resource Spending Review the Committee would
find it helpful to discuss the Scottish Government multi-year spending plans
and how the issues identified will be addressed. The Committee would
therefore like to invite you and Shona Robison, Cabinet Secretary for Social
Justice, Housing and Local Government, to provide evidence jointly to the
Committee. I've asked the Clerks to take forward arrangements with your
office.

This letter is copied to Cabinet Secretary for Social Justice, Housing and
Local Government.

Yours sincerely

Elena Whitham MSP
Convener
Social Justice and Social Security Committee



