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28 January 2021 
 
 
Dear Bruce, 
 
UPDATE ON ALLOCATION OF 2020-21 CONSEQUENTIAL FUNDING AND 
TRIGGERING OF A SCOTTISH-SPECIFIC ECONOMIC SHOCK 
 
In early December, I wrote to update the Finance and Constitution Committee on usage and 
allocations to date of the £8.2 billion of consequential funding received during 2020-21 as a 
result of the Covid-19 outbreak. In advance of the Spring Budget Revision and in conjunction 
with the 2021-22 Scottish Budget announcement, this letter sets out the updated positon with 
regards the 2020-21 allocation. 
 
Since my last letter, HM Treasury advised of a further £400 million consequentials on 
December 23rd, taking our overall 2020-21 Covid funding to £8.6 billion.  Prior to this, I had 
allocated £330 million of the £8.2 billion funding to cover potential asks for demand led 
spend during January to March, on the basis that HM Treasury had indicated the 
consequentials were to cover all costs until the end of the financial year. The December 
increase provided £730 million to allocate in the remainder of 2020-21. 
 
I can confirm updated allocations incorporating the £730 million have been made as follows: 
 

 Further support of circa £300 million to business, including funding to support 
payments from the Strategic Framework Business Fund following the introduction of 
further lockdown measures, a one-off top up to the grant support for hospitality, retail 
and leisure businesses, comparable support for island businesses, and increased 
funding for taxi and private hire drivers impacted by the pandemic. This week a range 
of sectoral support schemes have opened, as announced in December, including an 
augmented and innovative £25 million Scottish Wedding Industry Fund.  

http://www.lobbying.scot/
http://www.lobbying.scot/
mailto:scottish.ministers@gov.scot


Tha Ministearan na h-Alba, an luchd-comhairleachaidh sònraichte agus an Rùnaire  

Maireannach fo chumhachan Achd Coiteachaidh (Alba) 2016.  Faicibh www.lobbying.scot 
 

Scottish Ministers, special advisers and the Permanent Secretary are covered 

by the terms of the Lobbying (Scotland) Act 2016.  See www.lobbying.scot 
 

Taigh Naomh Anndrais,  Rathad Regent, Dùn Èideann  EH1 3DG 

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

www.gov.scot 
  

 

Today, I have also announced an immediate doubling of the Local Authority 
Discretionary Fund, which means that a total of £60 million will now be available in 
this fiscal year to support local business needs.  

 An increase of £110 million to the initial £90 million allocation to the Local 
Government Lost Income Scheme to compensate councils for the loss of income from 
sales, fees and charges due to the pandemic. This results in an overall allocation of 
£200 million for this purpose, which when added to the previously committed £49 
million consequentials that could also be used to support lost income for council arm’s 
length external organisations will provide an extra £249 million. 

 Additional Covid related support of circa £140 million which includes funding for 
education and justice, such as funding for University Student hardship, education 
recovery and the Scottish Government’s package of support for the legal aid sector. 

 This leaves £180 million of contingency to support any further demand led spend 
towards the end of this financial year and into 2021-22, and ensure effective year-end 
management, as required. This represents a very small proportion of the overall 
annual Scottish Government budget and the funding guarantee. 

 
As previously advised, the figures above remain a snapshot of a dynamic funding position, 
with the Spring Budget Revision being the last opportunity to formally advise and transfer 
allocations this financial year.  
 
There, of course, remains the possibility that further consequentials will be provided by the 
UK Government this financial year. While these would be very welcome, there may well be a 
need to assess whether they could achieve greater impact early in 2021-22, rather than 
2020-21, as the response to the virus continues to evolve. For example we do not yet have 
clarity on whether there will be consequential funding arising from business support funding 
in England. Depending on the scale and timing of funds being confirmed there may also be 
practical limitations on our ability to deploy them in full this financial year  This is coupled 
with the fact that a significant proportion of the Scottish Government’s Covid support 
schemes are demand led and subject to late emerging underspend depending on 
fluctuations in take-up. To avoid a cliff edge of support and provide continuity of assistance 
to business and in the delivery of public health support, flexibility over spending between 
financial years will be required.  I have engaged extensively with business representatives 
throughout the pandemic, and it is clear that business support is their primary focus in these 
challenging times.   
 
The Committee will wish to be aware that the SFC’s forecasts published with the Budget 
meet the technical requirements for a Scotland-specific economic shock under the Fiscal 
Framework. The SFC has, however, been clear that this is primarily caused by the 
respective SFC and OBR forecasts being produced at different points in time, a point which 
has been recognised by the UK Government. Specifically, the SFC forecasts reflect the 
impact of the latest restrictions in response to the spread of the new variant of COVID-19, 
while the OBR’s forecasts in November do not. There is no evidence that Scotland’s 
economic or tax performance has been materially different from that of the rest of the UK, 
with the most recent data showing that the economy grew by 16.0% in both Scotland and the 
UK in 2020 Q3, following large falls in March and April. 
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Notwithstanding this context for the shock, it provides the Scottish Government with some 
increased flexibility under the Fiscal Framework. It allows the Scottish Government to borrow 
£600 million rather than £300 million per year for forecast error on tax receipts and social 
security expenditure, and removes the limits on drawdown from the Scotland Reserve. This 
applies in the financial years 2021-22 until 2023-24. 
 
Whilst the annual drawdown limits on the Scotland Reserve set out in the Fiscal Framework 
will be waived in 2021-22 due to the Scotland-specific economic shock triggered by Covid, 
there remains a cap of funding on the Reserve of £700 million. I therefore continue to seek 
maximum flexibilities from the UK Government in order to manage the position between 
financial years and will continue to work responsively to ensure that funding is deployed to 
maximum effect this year and in 2021-22. 

 
 

KATE FORBES 
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