
 
 

1 

HM Treasury, 1 Horse Guards Road, London, SW1A 2HQ 

Bruce Crawford MSP 
Convenor of the Finance and Constitution Committee  
The Scottish Parliament 
Edinburgh 
EH99 1SP  
 

12 February 2021 

Dear Bruce,  

FUNDING GUARANTEE AND FISCAL FRAMEWORK 

1. Thank you for your letter on 7 December 2020 outlining recommendations from 

the Committee’s pre-budget report.  

2. Firstly, as I highlighted in my recently published letter1 to the Cabinet Secretary for 

Finance, it is important to recognise that Scotland also benefits significantly from UK-

wide schemes that support people and businesses. This includes the UK Government’s 

furlough scheme and self-employed support scheme, which have both been extended to 

the end of April, as well as various business lending schemes. 

3. I am pleased that you welcome the upfront funding guarantee we have provided 

to the Scottish Government, which is worth an additional £8.6 billion in 2020-21 on top 

of their Spring Budget 2020 funding. Since it was initially announced on 24 July, the UK 

Government has uplifted the guarantee three times, reflecting the changing situation and 

continuing to provide certainty.  

4. As noted in your letter, the Committee recommends that we make funding 

commitments now for 2021-22. I can confirm that we are allowing the Scottish 

Government to carry forward into 2021-22 any additional UK Government Barnett-based 

funding provided at Supplementary Estimates 2020-21 above the £8.6 billion resource 

funding guarantee or on top of their existing capital block grant, as well as any 

repayments of business rates relief that they receive.  

 
1 https://www.gov.uk/government/publications/cst-response-to-scottish-government-request-for-additional-
funding  

https://www.gov.uk/government/publications/cst-response-to-scottish-government-request-for-additional-funding
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5. This carry forward flexibility is in addition to the Spending Review 2020 settlement 

that will provide an additional £2.4 billion of Barnett consequentials for the Scottish 

Government in 2021-22, including £1.3 billion in relation to Covid-19. This brings 

Barnett-based funding provided to the Scottish Government to £38 billion in 2021-22. 

This equates to around £129 per head for every £100 per head the UK Government 

spends in England on matters devolved in Scotland. It is for the Scottish Government to 

determine how to allocate this funding to deliver on devolved responsibilities.  

6. The Scottish Fiscal Commission’s updated forecasts, published alongside the 

Scottish Budget, confirmed that a Scotland-specific economic shock is triggered in 2021-

22. They further explained this is likely due to different timings of published forecasts, 

rather than a genuine disproportionate shock to the Scottish economy. However, in line 

with the agreed fiscal framework, I have confirmed that the UK Government will double 

the Scottish Government’s resource borrowing to £600 million for 2021-22 and the two 

subsequent financial years. In addition, the annual drawdown limits for the Scotland 

Reserve will be waived for the same three-year period. 

7. I have shown willingness to be flexible in exceptional times whilst also adhering to 

the agreed fiscal framework. The Spending Review 2020 settlement, ability to carry 

funding forward into 2021-22, and the additional borrowing and reserve flexibility 

provides the Scottish Government with substantial funding and flexibilities for 2021-22. 

8. I also wanted to take this opportunity to thank the Committee for its report on 

the upcoming fiscal framework review, which was agreed jointly with the Cabinet 

Secretary for Finance who I am also copying this letter to.  

 

Best wishes, 

 

 

 
RT HON STEVE BARCLAY MP 

 


