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7 December 2020 
Dear Chief Secretary, 
 
The Finance and Constitution Committee has this morning published our pre-budget 
report1 in advance of the Scottish Government publishing its Budget 2021-22 at the 
end of January.   
 
Funding Guarantee 
 
In our report we welcome the funding guarantee provided by HM Treasury for 
Barnett consequentials in 2020-21 and recognise that this has provided much more 
certainty for the Scottish Government in managing its response to COVID-19. 
 
However, the on-going uncertainty and volatility arising from COVID-19 and the on-
going Brexit negotiations remains a highly challenging environment for the Cabinet 
Secretary for Finance to formulate her budget proposals for next year.  
 
The on-going uncertainty and volatility is evident from the level of contingency 
funding which the UK Chancellor has allocated to deal with the pandemic.  
 
The Committee, therefore, recommends that HM Treasury gives a commitment that, 
if the fiscal position continues to rapidly evolve in 2021-22, a similar funding 
guarantee is provided to the devolved governments for COVID-19 related Barnett 
consequentials. 
 
Fiscal Framework 
 
The Committee recognises that the OBR’s fiscal and economic outlook published in 
November demonstrates the sheer magnitude of the crisis which the country is living 
through and that the economic and fiscal outlook remain highly uncertain.  
 

                                                           
1 https://sp-bpr-en-prod-cdnep.azureedge.net/published/FCC/2020/12/7/03127c26-3305-11eb-9ccf-
000d3a23af40/FCC-S5-20-13.pdf  

https://sp-bpr-en-prod-cdnep.azureedge.net/published/FCC/2020/12/7/03127c26-3305-11eb-9ccf-000d3a23af40/FCC-S5-20-13.pdf
https://sp-bpr-en-prod-cdnep.azureedge.net/published/FCC/2020/12/7/03127c26-3305-11eb-9ccf-000d3a23af40/FCC-S5-20-13.pdf


 

 

The Committee also recognises and welcomes that the Fiscal Framework has 
operated as it should in protecting the Scottish Budget from a UK-wide economic 
shock.  
 
But as we discuss in our report the trade off is that this also limits the flexibility of the 
devolved governments to develop a distinctive policy response to COVID-19 
especially where the pandemic follows a different path.  
 
This is because the UK Government uses its borrowing powers to fund its own policy 
response. The Committee recognises that Scotland benefits from this borrowing both 
if it is used to fund UK-wide measures such as the furlough scheme, or if it is used to 
fund England-only measures such as business rates reliefs.   
 
Given the limited fiscal levers which the Scottish Government has available within 
the Fiscal Framework, however, the Committee also recognises that it would be very 
challenging for Ministers to continue with policies like business rates relief, in its 
current form, without Barnett consequentials.  
 
As noted in our pre-budget report, the Cabinet Secretary for Finance told us that 
perhaps “the area of greatest debate right now is non-domestic rates and whether 
we might see an extension of the 100 per cent relief.” She pointed out that given “it 
will cost just short of £1 billion this year, an extension is prohibitively expensive for us 
if there is not an equivalent UK Government scheme that generates consequentials.” 
She told us that while she is keen to provide additional reliefs “that is dependent on 
what the UK Government might do, purely in terms of our ability to fund it.” 
 
A key question for the Committee is therefore whether the balance between 
protection against UK wide shocks and the Scottish Government’s ability to respond 
to specific circumstances and policy priorities in Scotland is calibrated correctly.  
 
The Committee’s view is that the COVID-19 crisis has exposed one form of 
asymmetry in the UK’s fiscal architecture: that the UK government, which is the 
government of both the UK and England, controls the overall fiscal stance – 
including the level of borrowing.  
 
There have been concerns that this has led to borrowing to support COVID-19 
policies in England (such as the extension of the furlough scheme to coincide with 
the second national lockdown) but being unavailable to support COVID-19 policies in 
the rest of the UK (such as Wales’ “firebreak” lockdown).  
 
The Committee notes that reforming the devolved government’s fiscal framework to 
give them more scope to borrow would lessen this asymmetry. 
 
In the short-term, and without any presumption in relation to the outcome of the 
review of the Fiscal Framework, the Committee invites HM Treasury to give further 
consideration to providing the devolved governments with greater access to 
borrowing via the National Loans Fund in emergency situations such as the current 
crisis.  
 
This could allow the devolved governments to tailor their own policy response to the 
pandemic if necessary in areas such a business rates relief. 
 



 

 

The Committee would welcome a response prior to 23 December when the 
Parliament begins our Christmas recess. 
 
Yours sincerely, 
 

 
Bruce Crawford MSP, 
Convener 
 


