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Finance and Constitution Committee 

20th Meeting 2017 (Session 5), Wednesday 13 September 2017 

Scottish Fiscal Commission Forecast Evaluation Report 2017 

1. The purpose of this paper is to provide information for the Committee’s
evidence session on the Scottish Fiscal Commission’s Forecast Evaluation Report
September 2017 at which it will take evidence from—

 Lady Susan Rice, Chair;
 Professor Alasdair Smith, Commissioner;
 David Wilson, Commissioner; and
 John Ireland, Chief Executive.

2. The Scottish Fiscal Commission (SFC) published its report on 5 September
2017. A copy of the Executive Summary are attached at annexe A.

3. The SFC’s website states that the report—

“evaluates the Scottish Government's forecasts of receipts from Land and
Buildings Transaction Tax and Scottish Landfill Tax in 2016-17 to the tax
revenues raised. It also compares elements of the Non-Domestic Rates
forecast to outturn figures.”

4. Spreadsheets containing the supporting data behind the SFC’s charts and
graphs are available on its website.

Report on Draft Budget 2017-18 

5. The Committee’s Report on Draft Budget 2017-18 contained a number of
recommendations in relation to the forecasting of Land and Buildings Transaction
Tax (LBTT) and Scottish Landfill Tax revenues. The relevant sections of the report
are attached at annexe B.

6. Both the SFC and the Scottish Government provided written responses to
the report. These are attached at annexes C and D. The Scottish Government also
provided a response to the Committee’s Report on the first year’s operation of
LBTT in February 2017. This is attached at annexe E.

Provisional Budget Outturn 

7. The Cabinet Secretary for Finance and the Constitution set out provisional
outturn figures for 2016-17 in a Ministerial statement to the Parliament on 22 June
2017.  In relation to the devolved taxes he stated that a total of £633m was collected
in 2016-17 which was £61m more than in 2015-16.  He also noted that this was
£38m lower than the original forecasts at the time of Draft Budget 2016-17.

http://www.fiscalcommission.scot/media/1167/forecast-evaluation-report-september-2017.pdf
http://www.fiscalcommission.scot/media/1167/forecast-evaluation-report-september-2017.pdf
http://www.fiscalcommission.scot/media/1166/forecast-evaluation-report-september-2017-executive-summary.pdf
http://www.fiscalcommission.scot/publications/forecast-evaluation-reports/forecast-evaluation-report-september-2017/
http://www.parliament.scot/S5_Finance/Reports/FCCS052017R01.pdf
http://www.parliament.scot/parliamentarybusiness/CurrentCommittees/102523.aspx
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8. The impact on the Budget for 2016-17 is dependent on the difference
between this outturn figure and the block grant adjustment for each tax which is
subject to reconciliation with the outturn figures at a UK level.  This figure has yet to
be published by HM Treasury so it’s not clear at this stage what the net impact is on
the Scottish Budget 2016-17.

Committee Clerks, 
September 2017 



Forecast Evaluation Report 
September 2017 

Executive Summary 

Annexe A



  

 

Executive 
Summary 

 
 
 
 
 
1. Budget planning and decision making require the production of well-informed, 

unbiased forecasts in order to allocate resources. This can be challenging: the future 
performance of the housing market, future trends in levels of waste and future 
changes in business properties are all uncertain and affected by a wide and varying 
range of factors. This report analyses how and why the forecasts produced for 2016-
17 were different from the tax revenue raised.1 

Land and Buildings Transaction Tax (LBTT) 
 
2. Land and Buildings Transaction Tax (LBTT) is the tax paid when land and property is 

purchased. LBTT operates differently for residential and non-residential transactions. 
Residential LBTT also includes the Additional Dwelling Supplement (ADS) which is 
payable on additional residential properties such as second homes or buy-to-let 
properties. LBTT was devolved in 2015.  

3. The Scottish Government produced forecasts for 2016-17 in December 2015 and 
December 2016, alongside Draft Budgets.  Both forecasts are evaluated in this 
report. 

4. The residential LBTT forecast is sensitive to changes in house prices and the volume 
of transactions (purchases). Any difference in either prices or transactions compared 
to the forecast will result in an overall forecast error. The forecasts produced in 
December 2015 overestimated residential LBTT revenues in 2016-17 by £68 million 
because the house price forecast was too high.  

5. In contrast, the forecasts produced in December 20162 underestimated the amount 
of revenue raised by residential LBTT by £33 million in 2016-17. For this forecast, the 

                                         
1 The data for Land and Buildings Transaction Tax and Scottish Landfill Tax represent the actual tax liabilities declared. 
Due to high collections rates, it is anticipated that the tax received will closely match the tax declared (for example, at the 
end of the financial year 2015-16, 99.8% of all tax returns submitted had been paid either within the financial year or 
within five days of the year end). Revenue Scotland is expected to publish its Annual Report and Financial Statements 
for 2016-17 in late September 2017. 
2 That is, the forecasts produced for Draft Budget 2017-18. The in-year forecasts made in December 2015 (i.e. forecast 
for the year 2015-16) and in December 2016 (i.e. forecast for the year 2016-17) are not official Government forecasts 
and were not published in the Draft Budget documents. However, these forecasts were produced at the time of each 
Draft Budget and provide useful information for this assessment. 



  

 

methodology for forecasting prices had been revised, which was one contributory 
factor in the house price forecast being too low.  

6. The Scottish Government used a statistical model to estimate how many residential 
purchases are in each price bracket. Analysis of the tax raised shows this distribution 
provides a reasonable estimate of the pattern of residential transactions.  

7. Revenue from the Additional Dwelling Supplement (ADS) was significantly higher 
than initially forecast by the Scottish Government in December 2015. This was 
because the forecast for the number of purchases liable for ADS was too low. Now 
that there is more information available about the proportion of purchases that are 
additional properties, this error should reduce in future forecasts.  

8. The non-residential LBTT forecast produced in December 2015 overestimated 
revenues by £44 million. The most significant factor in this error was the forecast for 
prices being too high. Previous Commission reports have noted that this element of 
tax revenue can be changed significantly by a very few high priced transactions, 
which makes it difficult to forecast accurately. In 2016-17, 35% of non-residential 
LBTT came from the 1% highest priced purchases. 

Table 1: LBTT Forecasts3 compared to Tax Raised (£ millions)   
  2015-16 2016-17 

Residential LBTT (exc ADS) Tax Raised 208 214 

SG Forecast December 2015 227 282 

SG Forecast December 2016  181 

Additional Dwelling 
Supplement4 

Tax Raised (net basis)5  90 

SG Forecast December 2015  36 

SG Forecast December 2016  71 

Non-residential LBTT Tax Raised 217 176 

SG Forecast December 2015 210 220 

SG Forecast December 2016  228 
Source: Revenue Scotland statistics (link), Scottish Government Draft Budget 2016-17 (link), OBR (2015) Economic and Fiscal Outlook 
November 2015 Devolved Taxes Forecast (link), Scottish Fiscal Commission (2016) Report on Draft Budget 2017-18 Table 15 (link). 
  

Non-Domestic Rates (NDR) 
 
9. Non-Domestic Rates (NDR), commonly known as “business rates”, are paid by 

owners, tenants or occupiers of non-domestic properties. The ‘rateable values’ for all 
properties in Scotland are recorded publicly on the Valuation Roll. These properties 

                                         
3 The in-year estimate produced in December 2016 is not an official Scottish Government forecast. See footnote 2 
above. 
4 The ADS tax raised is not the final figure owing to an 18 month window for transferring main residence, selling the 
previous main residence property (and subsequently reclaiming paid ADS) 
5 As at 31st May 2017 

https://www.revenue.scot/about-us/publications/statistics/land-and-buildings-transaction-tax-statistics-0
http://www.gov.scot/Publications/2015/12/9056
http://budgetresponsibility.org.uk/efo/economic-and-fiscal-outlook-november-2015/
http://www.fiscalcommission.scot/media/1098/draft-budget-2017-18-report.pdf


  

 

are normally revalued every five years, although the latest cycle has been seven 
years long. 

10. The Commission’s previous role on NDR considered only how the tax rate changes 
due to inflation and how the total rateable value of all properties may change over 
time (known as ‘buoyancy’). Some changes to this total value, which can be thought 
of as the tax base, are linked to the economy, such as the addition or removal of 
properties, but other administrative changes and some types of appeals can also 
have an impact.  

11. Because of the number of different drivers of the changes in the size of this tax base, 
forecasting can be difficult. The Scottish Government have generally forecast NDR 
revenue by examining how this has changed in the past over the revaluation cycle. 
However, 2016-17 was unusually the seventh year in a cycle. The average growth 
during years three to five in previous cycles was used to forecast growth in the value 
for 2016-17. 

12. Using this approach, the forecast for the growth in total rateable value was 1.0% for 
2016-17. The data for 2016-17 now available show the figure was 0.33%. This is a 
relatively small component of NDR receipts and the difference between forecast and 
outturn is equivalent to a £10 million difference in revenue; in contrast the latest 
estimate of NDR revenue in 2016-17 was £2.7 billion.  

13. Whilst it is challenging to fully explain the lower than forecast level of growth in the 
tax base, it appears that contributing factors included several significant removals 
from the Valuation Roll, a large successful appeal and a lower than average number 
of significant additions to the Valuation Roll.  

Scottish Landfill Tax 
 
14. Scottish Landfill Tax (SLfT) is a tax on the disposal of waste to landfill. The forecast 

produced in December 2015 underestimated revenue raised by Scottish Landfill Tax 
in 2016-17 by £14 million, an absolute percentage error of 10%. The forecast 
underestimated the level of standard rated waste, which generates over 90% of 
revenue. The decline in waste was not as significant as was implied by the Scottish 
Government model, which assumed landfill targets would be met by 2025.  

Table 2: SLfT Forecasts compared to Tax Raised (£ million) 
 2016-17 

Tax Raised 147 

SG Forecast December 2015 133 

SG Forecast December 20166 150 
Source: Scottish Government (2015) Devolved Taxes Methodology 2016-17 (link); Scottish Government (2016) Devolved Taxes 
Methodology 2017-18 (link) 

 
                                         
6 The in-year estimate produced in December 2016 is not an official Scottish Government forecast. See footnote 2 
above. 

http://www.gov.scot/Publications/2015/12/7589
http://www.gov.scot/Publications/2016/12/6669


  

 

15. This had been noted as a risk in the approach taken in previous Commission reports 
and the Scottish Government subsequently revised their forecast methodology. 
Following this revision, the in-year forecast produced as a baseline for the Draft 
Budget 2017-18 had a relatively small error at just £3 million. This can be explained  
due to the seasonality of the waste being different to the previous year. 

Commission’s Role 
 
16. The Commission found that the approaches used in the production of these forecasts 

were reasonable in December 2015 and December 2016. The forecast 
methodologies have evolved and improved, due to the availability of new data, the 
refinement of techniques given previous forecast error, and as part of the process of 
Commission scrutiny. 

17. The Commission will produce its first independent and official forecasts alongside the 
Draft Budget 2018-19 later in 2017. The models used by the Government have now 
been transferred to the Commission and are being developed in preparation for the 
production of these forecasts. An occasional paper outlining the Commission’s 
Current Approach to Forecasting has been published alongside this report.7   

 
  

                                         
7 Scottish Fiscal Commission Current Approach to Forecasting September 2017 (link) 

http://www.fiscalcommission.scot/publications/occasional-papers/
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ANNEXE B:  
EXTRACTS FROM FINANCE AND CONSTITUTION COMMITTEE REPORT ON 

DRAFT BUDGET 2017-18 
 
Land and Buildings Transaction Tax 
 
181. The Scottish Government proposes to maintain the rates and bands for LBTT at 
their current levels which are set out in Table 8 below. 
 
Table 8 
Residential Transactions Non-Residential 

Transactions 
Non-Residential Leases 

Band Rate Band Rate Band Rate 

Up to 
£145,000 

Nil Up to 
£150,000 

Nil Up to 
£150,000 

Nil 

£145,001 to 
£250,000 

2% £150,001 to 
£350,000 

3% Over 
£150,000 

1% 

£250,000 to 
£325,000 

5% Over 
£350,000 

4.5%     

£325,001 to 
£750,000 

10%         

Over 
£750,000 

12%         

 
182. The Scottish Government also proposes maintaining the Additional Dwelling 
Supplement (ADS) at 3% of the total price for all relevant transactions above 
£40,000. 
 
183. The Committee carried out an inquiry on the first year’s operation of LBTT and 
published its report in December 2016. The key findings are as follows— 
 

 The Committee considers that the transition to LBTT went well and that its 
first year has been operationally successful. 

 The Committee considers that it is too early to draw any definitive conclusions 
on the impact of the rates and bands from the available outturn data but 
recommends that the Scottish Fiscal Commission should continue to monitor 
the data on an ongoing basis. 

 A key challenge faced by the Committee has been the lack of consistency in 
the presentation of data relating to LBTT. This has made it difficult to compare 
forecast and outturn data and to fully assess the impact of LBTT on the 
property market in Scotland. 

 The Committee has also faced challenges in identifying causality in respect of 
changes to the housing market, i.e. how to assess the impact of LBTT rates 
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and bands in comparison to the impact of extraneous factors such as the 
general economic situation. 

 The Committee recommends that the Scottish Government’s review of the 
first year of LBTT includes an analysis of the behavioural response to LBTT, 
particularly in relation to homes costing between £325k and £750k. This 
should include an assessment of the likelihood of an on-going response and 
an analysis of the impact of extraneous factors. 

 The Committee invites the Scottish Government to provide information in 
relation to the impact that LBTT has had on the first time buyer market, 
including whether it has contributed to increased house prices.  
 

184. As with income tax the net impact of the devolution of Stamp Duty on the draft 
budget is dependent on the interaction of the adjustment to the block grant and the 
forecast for LBTT revenues. If the Scottish Government’s LBTT forecast is larger 
than the forecast for the adjustment to the block grant, then the Scottish budget will 
be higher than it would have been had the tax not been devolved (and vice versa). 
 
185. The Scottish Government’s forecasts for LBTT receipts and the forecasts for 
the BGA using the IPC method and the net impact are set out in Table 9 below. 
 
Table 9 

  2017-18 
(£m) 

2018-19 
(£m) 

2019-20 
(£m) 

2020-21 
(£m) 

2021-22 
(£m) 

Forecast 
Receipts 

507 543 571 597 624 

BGA (IPC) 545 585 634 689 741 

Net Impact -38 -42 -63 -92 -117 

 
186. This shows that LBTT revenues are forecast to be lower than the BGA in each 
year of the forecast period. This implies that LBTT revenues per capita are forecast 
to grow more slowly in Scotland relative to rUK. The reason for this is that the OBR 
is forecasting faster growth in both house prices and transactions for residential 
property in rUK than the Scottish Government is for Scotland. 
 
187. Given that the Committee considers that it is too early to draw any 
definitive conclusions on the impact of the rates and bands from the available 
outturn data. The Committee has also previously recommended that the SFC 
should continue to monitor the data on an on-going basis. 
 
188. The Committee notes that the Scottish Government states in its response 
to our predecessor committee’s report on Draft Budget 2016/17 that it “intends 
to review the operation of LBTT after the first full year of operation and will 
update Parliament on the outcome of that review in the 2017-18 Draft Budget.” 
The Committee asks the Scottish Government whether it has conducted this 
review and when the update will be provided. 
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Residential Transactions 
 
189. The draft budget states that the Scottish Government’s “policy priority for 
residential LBTT remains to help first-time buyers enter the property market and to 
assist people as they progress through the property market.” The Scottish 
Government also states that the policy intentions of LBTT and the ADS are related. 
Both are structured to benefit most those buying at the lower end of the housing 
market which typically includes first time buyers. 
 
190. The Scottish Government states in its methodology note that the data at this 
stage does not indicate any significant over/underperformance of different segments 
of the market following the introduction of LBTT. 
 
Residential Revenue Forecasts 
 
191. The Scottish Government’s forecasts for residential LBTT which have been 
assessed as being reasonable by the SFC are set out in Table 10 below alongside 
the forecasts in Draft Budget 2016-17. 
 
Table 10 
  2016-17 

(£m) 
2017-18 
(£m) 

2018-19 
(£m) 

2019-20 
(£m) 

2020-21 
(£m) 

2021-22 
(£m) 

Draft 
Budget 
2016-17 

282 347 406 469 533   

Draft 
Budget 
2017-18 

  211 235 251 265 280 

Change   -136 -171 -218 -268   

 
192. The Scottish Government methodology note on the devolved taxes forecasts 
states that the downward revision to these forecasts “is due to weaker forecasts for 
both prices and transactions” as a consequence of weaker outturn data for 2015-16 
and 2016-17 as well as changes to the forecast methodology. 
 
193. The SFC was asked by the Committee to provide a report on outturn figures for 
LBTT for 2015-16. The report states that lower than expected revenues for 
residential LBTT were “largely due to reduced transactions in the £325k-£750k price 
band.” While the SFC partly attributes this to forestalling, its analysis “also suggests 
that the volume of transactions in this section of the housing market remain subdued 
throughout the entire fiscal year, excluding March 2016.”  
 
194. The Committee recommended in its report on the first year of LBTT that the 
Scottish Government should publish a response to the findings of the SFC’s outturn 
report alongside the draft budget. The Committee also recommended that this 
should include an assessment of the SFC’s conclusion that the housing market in 



FCC/S5/17/20/1 

12 
 

the £325k to £750k band remained subdued throughout the entire fiscal year, 
excluding March 2016.  
 
195. The SFC also provided an analysis of the available outturns figures for 2016-17 
in its report on Draft Budget 2017/18. Extrapolating the revenues received between 
April and October, if they were to continue at this rate, the outturn figure for 2016-17 
is expected to be £207.6m which is £74.4m less than the forecast. 
 
196. This does not necessarily mean that there will be a £74.4m shortfall in the 
budget for 2016-17. As discussed above, this is because the impact on the budget is 
driven by the performance of the devolved taxes relative to the performance of the 
equivalent taxes in rUK. So, the impact on the budget will also depend on the outturn 
figures for SDLT in rUK. 
 
197. The SFC explains that the main reason for the difference in the outturn figures 
from the 2016-17 forecast is that “the underlying economic determinants have been 
mis-forecast.” Specifically, both median and mean house prices have not grown as 
expected across the whole of the market, but since the £325k-£750k price band 
accounts for over 60% of revenues this is where the difference appears most clearly. 
As such, “the bulk of the extrapolated difference from forecast comes from 
overpredicting the revenues expected to be generated from the £325k-£750k price 
band.” Although “this does not imply that there has been a deterioration in this 
segment of the market relative to others.”  
 
198. The Committee’s Adviser points out that while the forecasting methodology is 
reasonable and well explained there is insufficient information on the components of 
change which have influenced the forecast revisions. He suggests that it would be 
useful if the revisions to the forecasts could be broken down. For example, what 
proportion is due to outturn data and what proportion is due to methodological 
change. The Committee notes that the OBR provides a breakdown of revisions to its 
forecasts. 
 
199. The Committee notes that the response to the findings of the SFC’s 
outturn report on the first year of LBTT has not been published by the Scottish 
Government alongside the draft budget. The Committee recommends that this 
should be provided alongside the response to this report. As previously 
requested this should include an assessment of the SFC’s conclusion that the 
housing market in the £325k to £750k band remained subdued throughout 
2015-16, excluding March 2016.  
 
200. The Committee asks the SFC to clarify whether the available outturn data 
for 2016-17 shows that the housing market in the £325k to £750k band remains 
subdued as explained in its outturn report for 2015-16. 
 
201. The Committee asks the Scottish Government to provide a breakdown of 
the changes to its LBTT forecasts including the reasons behind them and 
quantification of the amounts which result from each factor. 
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Behavioural Responses 

202. One of the key issues which the previous Finance Committee considered was
the extent to which behavioural factors in response to the introduction of LBTT are
temporary or longer term. The temporary response is known as forestalling whereby
homeowners shifted the timing of property transactions when the tax was introduced.
A longer term response could include homeowners deciding to upgrade existing
homes rather than moving home.

203. The SFC’s report on Draft Budget 2016-17 stated that “there may be longer-
term behavioural responses to the new tax which the current forecasting approach
does not allow for.” Previously, the SFC had recommended in its report on Draft
Budget 2015-16 that behavioural factors should be included in the forecasting
methodology as soon as practicable. In its report on Draft Budget 2016-17 the SFC
stated “we are increasingly concerned about the residential LBTT forecasts which
still assume no behavioural responses.”

204. The previous Committee recommended in its report on Draft Budget 2016-17
that the Scottish Government needs to carry out an analysis of the initial behavioural
response to LBTT once a full year of outturn data is available. In particular, there is a
need to address whether there is a longer-term behavioural response to the new tax
at the higher end of the market. As noted above the Committee reiterated this
recommendation in its report on the first year of operation of LBTT.

205. The SFC report on Draft Budget 2017-18 does not refer to its previous concerns
regarding the impact of behavioural responses on the residential LBTT forecasts in
its report on Draft Budget 2017-18. However, the report does state that—
“Although the main LBTT forecast does not include any behavioural response to
taxes – forecasting divergence or convergence of mean and median house prices
serves to reallocate anticipated transactions to different parts of the market in much
the same way as might be expected with varying behavioural responses to the tax or
other differential effects on the housing market.”

206. The Committee asks the SFC whether it intends to include behavioural
factors in its forecasting methodology for residential LBTT.
Additional Dwelling Supplement (ADS) Revenue Forecasts

207. The Scottish Government’s forecasts for ADS residential LBTT which have
been assessed as being reasonable by the SFC are set out in Table 11 below
alongside the forecasts in Draft Budget 2016-17.
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Table 11 

  2016-17 
(£m) 

2017-18 
(£m) 

2018-19 
(£m) 

2019-20 
(£m) 

2020-21 
(£m) 

2021-22 
(£m) 

Draft 
Budget 
2016-17 

36 51 56 62 66   

Draft 
Budget 
2017-18 

  72 75 78 80 82 

Change   +21 +19 +16 +14   

 
208. The Scottish Government methodology note explains that the upward revision 
to these forecasts is due to larger number of transactions in this segment of the 
market than was expected at the time of Draft Budget 2016-17. This more than 
offsets the downward revisions to the residential LBTT forecasts which also reduce 
forecast ADS revenues. 
 
209. The Committee requested a report from the SFC on the first six months of ADS 
outturn data and this was provided in November 2016. The key findings of the SFC’s 
preliminary analysis are— 
 

 A lack of data makes it difficult to gauge the size of the tax base to which the 
ADS applies; 

 Initial outturn data suggest the typical price for ADS properties is lower than 
for other residential LBTT transactions; 

 The volume of transactions appears to be higher than inferred from buy-to-let 
mortgage data; 

 It is not possible to definitively assess the extent to which there is an ongoing 
behavioural response to the new tax.  

 
210. The SFC states in its report on the draft budget that the significant upward 
revision in the forecasts for ADS is due to the preliminary outturn data which 
suggests that “the initial estimate of the tax base was too low.” At the same time, the 
rate of growth of ADS revenues is less than previously forecast as a result of the 
downward revisions to the economic determinants for residential LBTT which also 
drives the ADS forecasts. 
 
211. The Committee notes that, as with the residential LBTT forecasts, there is 
insufficient information on the components of change which have influenced 
the forecast revisions. Again, it would be useful to receive a breakdown of the 
revisions to the forecasts including the reasons behind them and 
quantification of the amounts which result from each factor. 
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Non-Residential Revenue Forecasts 
 
212. The Scottish Government’s forecasts for non-residential LBTT which have been 
assessed as being reasonable by the SFC are set out in Table 12 below alongside 
the forecasts in Draft Budget 2016-17. 
 
Table 12 

  2016-17 
(£m) 

2017-18 
(£m) 

2018-19 
(£m) 

2019-20 
(£m) 

2020-21 
(£m) 

2021-22 
(£m) 

Draft 
Budget 
2016-17 

220 230 240 250 260   

Draft 
Budget 
2017-18 

  224 233 242 252 262 

Change   -6 -7 -8 -8   
 
213. The Scottish Government’s methodology note states that the forecasting 
approach to non-residential LBTT remains largely the same as in Draft Budget 2016-
17. This relies on using OBR forecasts of the UK commercial property market. The 
small downward revision to the forecast is explained by the Scottish Government “as 
a result of a downward revision to the OBR forecast for price growth being largely 
offset by an upward revision to their forecast for transactions growth.”  
 
214. The previous Finance Committee recommended in its report on Draft Budget 
2016-17 that the Scottish Government develops a Scottish model for non-residential 
LBTT rather than relying on the UK data. The SFC states in its report on Draft 
Budget 2017-18 that it “shall explore the possibility of utilising more Scotland-specific 
microeconomic data in forecasting non-residential LBTT.” However, it points out that 
this “may be complicated by taxpayer confidentiality issues and the thinness and 
volatility inherent in the commercial property market in Scotland.”  
 
Scottish Landfill Tax (SLfT) 
 
215. SLfT is described by the Scottish Government as being an environmental tax 
which is designed to help reduce the amount of material which ends up in landfill 
sites in Scotland. A small proportion of the tax revenues is used to fund 
environmental restoration projects in the vicinity of landfill sites which qualify for 
funding under the Scottish Landfill Communities Fund (SLCF). 
 
216. The Scottish Government proposes to increase the Standard rate of SLfT from 
£84.40 per tonne to £86.10 per tonne in line with RPI inflation. It is also proposed to 
increase the lower rate in line with RPI inflation from £2.65 per tonne to £2.70 per 
tonne. As with the rates in previous years these are the same as the planned UK 
landfill tax rates for 2017-18. This approach is intended to address the possibility of 
waste tourism. 
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217. The credit rate for the SCLF will remain at a maximum of 5.6% of an operator’s 
tax liability compared to the UK credit rate which is 4.2%. 
 
Revenue Forecasts 
 
218. The Scottish Government’s forecasts for SLfT, which have been assessed as 
being reasonable by the SFC, are set out in Table 13 below alongside the forecasts 
in Draft Budget 2016-17. 
 
Table 13 

  2016-17 
(£m) 

2017-18 
(£m) 

2018-19 
(£m) 

2019-20 
(£m) 

2020-21 
(£m) 

2021-22 
(£m) 

Draft 
Budget 
2016-17 

133 123 114 104 94   

Draft 
Budget 
2017-18 

  149 118 109 112 106 

Change   +26 +4 +5 +18   

 
219. The forecast methodology differs significantly from Draft Budget 2016-17 where 
the forecast was driven explicitly by the Scottish Government’s headline waste policy 
targets. The SFC had previously raised concerns that a target does not automatically 
imply a forecast. The new modelling approach assumes no underlying trends. 
 
220. The SFC states that Standard Rate waste levels have not decreased as 
anticipated in previous forecasts. Based on the outturn data for the first quarter of 
2016-17 the SFC estimates tax revenues of £150m for 2016-17 compared to the 
Scottish Government’s initial forecast of £133m. 
 
221. The Committee notes that, as with the LBTT forecasts, there is insufficient 
information on the components of change which have influenced the forecast 
revisions. Again, it would be useful to receive a breakdown of the revisions to 
the forecasts including the reasons behind them and quantification of the 
amounts which result from each factor. 
 
Non-Domestic Rates Income (NDRI) 
 
222. The Financial Scrutiny Unit (FSU) advises that NDRI is projected to fall from 
£2,768.5m in 2016-17 to £2,605.8m in 2017-18. This amounts to a fall of £162.7m in 
cash terms or £200m in real terms. The main changes are— 
 

 Matching the English Poundage by dropping the rate by 3.7%; 
 Raising the threshold for the small business bonus scheme (SBBS); 
 Raising the threshold for the large business supplement. 
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 223. Estimated costs for these changes have not been provided in the draft 
budget. However, the Scottish Government provided SPICe with estimated 
costs for 2017-18 as follows— 

 reducing the poundage from 48.4p to 46.6p is £108m; 
 expanding the SBBS is £40m; 
 raising the large business supplement threshold is £7m. 

 
224. The Draft Budget states that the Scottish Government remains committed to 
competitive business rates and that this will support inclusive economic growth. The 
Scottish Government intends to expand the SBBS by “significantly raising the 
eligibility threshold.” The higher threshold for the large business supplement means 
that less than 10 percent of properties will be affected. 
 
225. The Committee received conflicting evidence on the proposal to raise the 
threshold for the SBBS. The Federation of Small Businesses (FSB) Scotland was 
“delighted” with the proposal while the STUC was “disappointed.” FSB Scotland’s 
view is that there is “no doubt that the SBBS has been a key support mechanism to 
tens of thousands of smaller businesses during recent turbulent economic times.” 
The STUC’s view is that continuing “to provide general tax cuts to very small 
businesses is an appalling waste of scarce public resources.”  
 
226. The FSB highlighted evidence from a recent survey of around 1,000 of its 
members which suggests that, if the SBBS was removed, “a fifth of small firms report 
they would close the business, while almost a fifth would cancel investment.” The 
STUC’s view is that it “is risible to suggest that this policy does anything but 
undermine the Scottish Government’s ‘national drive to improve productivity’” and 
there has not been any discernible boost to employment. 
 
227. As noted above, when asked by the Committee what additional measures he 
had introduced to support economic growth the Cabinet Secretary highlighted the 
changes he has made to business rates. He describes this as a “competitive regime” 
and a “supportive package.” The estimated total cost for the expanded SBBS is 
£224m in 2017-18. 
 
228. The Committee recommends that in future the estimated costs and 
revenues of any policy changes to business rates and the total cost of the 
SBBS and total revenues from the large business supplement are included in 
the Draft Budget. 
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ANNEXE C:  
SFC RESPONSE TO REPORT ON DRAFT BUDGET 2017-18 

 
23 February 2016  
 
Dear Convener,  
 
Thank you for your letter dated 10 February. The Scottish Fiscal Commission (SFC) 
has reviewed relevant sections of the Committee’s report on Draft Budget 2017-18. 
We welcome this opportunity to respond to those recommendations specifically 
addressed to the SFC.  
 
Our responses below follow the order of the Committee’s recommendations and 
these reflect both our current non-statutory role and also our future role as the body 
responsible for producing independent forecasts from April this year.  
 
39, 40, 211: From April, the Commission will become responsible for the production 
of independent forecasts of devolved tax revenues, demand-led social security 
expenditure and onshore GDP. The Commission intends to present forecasts in a 
transparent and accessible style; indeed, this will act as one of the guiding principles 
when we compile our reports.  
 
The Commission’s 2015-16 outturn report published in September last year 
dissected the differences between the revenues collected and the original forecasts 
and explained the reasons for these differences. We intend to continue to do this in 
our reports, assessing the accuracy of our forecasts and using the information to 
refine our modelling approach. In our publication accompanying the Scottish 
Government’s Draft Budget, we will publish a comparison to the previous forecast, 
including a detailed breakdown setting out any changes which impact on the 
forecasts and quantifying the impact of those changes. Where possible, we also 
intend to publish in-year forecasts for each of the devolved taxes alongside our five 
year forecasts.  
 
41: The Scottish Fiscal Commission Act requires the Commission to agree a protocol 
with Scottish Ministers for their engagement in relation to the forecasting and 
assessment process. We are currently working with the Scottish Government to 
finalise a protocol; however the protocol will be influenced by any new arrangements 
for the Budget process recommended by the Budget Review Group. Once agreed, 
the protocol will be published and shared with the Finance Committee. As the 
Budget process and our operating arrangements develop, we will keep the protocol 
under review and revise if required. We support the recommendation that further 
consideration is required as to how this fits with our statutory duties to produce 
forecasts twice a year and how the timing of the production of these forecasts fits 
with the Budget process. The interim Chief Executive of the SFC is a member of the 
Budget Review Group and will feed into this process.  
 
49, 54, 187: The Commission will have a statutory duty to prepare reports assessing 
the accuracy of forecasts produced by the Commission. Our first forecasts will be 
produced for the financial year 2018-19 and once outturn data are available we will 
produce an evaluation and assessment of our own forecasts. As your report noted, 
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the time lag associated with the availability of outturn data varies by tax; this will 
therefore affect the timing, and potentially the frequency, of our evaluation reports. In 
the meantime, the Commission will continue to produce analysis comparing 
revenues received to the Scottish Government’s forecasts; our analysis of the 2016- 
17 data will be published this summer.  
 
200: The most up-to-date outturn data for 2016-17 (published February 2017) 
suggests that the proportion of LBTT revenues received for housing transactions in 
the £325k to £750k price band is broadly similar in 2015-16 and 2016-17.  
 
As our report on the Draft Budget noted, the Scottish Government’s forecasts for 
2017-18 include an adjustment to reflect the fact that while the model can accurately 
forecast aggregate revenues, when fed appropriate economic determinants it 
struggled to capture the distribution of revenues across, in particular, the upper price 
bands in 2015-16. We will assess this approach in the forecast evaluation report for 
2016-17.  
 
206: The Scottish Fiscal Commission is currently reviewing the methodologies used 
for forecasting all the devolved taxes. As new data and evidence come to light we 
will consider the inclusion of behavioural factors in our forecasting methodology for 
residential LBTT. Should there be any policy changes relating to LBTT, the SFC 
would incorporate estimates of forestalling into any forecasts.  
 
250: The Scottish Fiscal Commission Act requires the Commission to set out its 
assessment of the reasonableness of Scottish Ministers’ projections as to their 
borrowing requirements. The Commission interprets this role as assessing any 
borrowing which Ministers can project in advance, specifically within the capital 
borrowing arrangements set out in the fiscal framework. This borrowing would 
usually be set out in the Scottish Budget. Our assessment of the reasonableness 
would consider the level of borrowing relative to the statutory caps set out in the 
Scotland Act 2016. This would complement the work of the Scottish Government 
which considers the future profile of repayments and interest payments.  
 
My colleagues and I on the Scottish Fiscal Commission trust this letter responds 
satisfactorily to each of the recommendations relevant to the SFC and we are happy 
to give oral evidence to the Committee as required.  
 
I am copying this letter to the Cabinet Secretary for Finance and the Constitution.  
 
Best wishes,  
 
Susan Rice CBE 
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ANNEXE D: 
RELEVANT EXTRACTS FROM SCOTTISH GOVERNMENT RESPONSE TO 

DRAFT BUDGET REPORT 
 

Revenue Forecasting  

39. The Committee recommends that in future years the SFC provides a breakdown 
of any changes to its forecasts including the reasons behind them and quantification 
of the amounts which result from each factor. For example, any proportion that is 
due to policy change and any proportion that is due to methodological change.  

We note this recommendation, which will be for the SFC’s consideration.  

40. The Committee also recommends that the SFC publishes in-year forecasts for 
each of the devolved taxes in its report on the draft budget in addition to future 
forecasts. 

Fully Devolved Taxes  

52. The Committee recommends that the Budget Process Review Group considers 
the optimum timing for the publication of the recalculation of the devolved taxes 
revenues and the BGA. See response to paragraph 45.  

53. The Committee also recommends that it is essential that an analysis is provided 
of the outturn figures against forecast and an explanation provided for any 
differences.  

Chapter 2 of the Draft Budget 2017-18 Devolved Taxes Methodology Report 
published alongside the Draft Budget provides a concise analysis of the 2015- 
16 outturn versus forecast position for LBTT and SLfT. This report can be 
found here: http://www.gov.scot/Publications/2016/12/6669/3  

In addition to this the Scottish Government submitted evidence in August 2016 
for the Committee’s LBTT Inquiry which can be found here: 
http://www.parliament.scot/S5_Finance/Finance_Committee_-_LBTT_inquiry_- 
_Letter_from_Cabinet_Secretary_-_August_2016.pdf. This evidence provides a 
full commentary of outturn versus forecast for the first year of LBTT.  

For 2016-17 onwards, we will work with the Scottish Fiscal Commission and 
bring forward proposals on forecast evaluation as laid out in recommendation 
49.  

54. While there is no reconciliation between the Scottish revenue forecasts and the 
outturn figures the Committee nevertheless recommends that the SFC provides an 
analysis of the outturn figures annually.  

We note this recommendation, which will be for the SFC’s consideration. 

http://www.gov.scot/Publications/2016/12/6669/3
http://www.parliament.scot/S5_Finance/Finance_Committee_-_LBTT_inquiry_-%20_Letter_from_Cabinet_Secretary_-_August_2016.pdf
http://www.parliament.scot/S5_Finance/Finance_Committee_-_LBTT_inquiry_-%20_Letter_from_Cabinet_Secretary_-_August_2016.pdf
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Land and Buildings Transaction Tax  

187. Given that the Committee considers that it is too early to draw any definitive 
conclusions on the impact of the rates and bands from the available outturn data. 
The Committee has also previously recommended that the SFC should continue to 
monitor the data on an on-going basis.  

We note this recommendation, which will be for the SFC’s consideration.  

188. The Committee notes that the Scottish Government states in its response to our 
predecessor committee’s report on Draft Budget 2016/17 that it “intends to review 
the operation of LBTT after the first full year of operation and will update Parliament 
on the outcome of that review in the 2017-18 Draft Budget.” The Committee asks the 
Scottish Government whether it has conducted this review and when the update will 
be provided.  

Our response to this recommendation will form part of our overall response on 
the LBTT Inquiry which we are providing to the Committee separately. 

Residential Revenue Forecasts  

199. The Committee notes that the response to the findings of the SFC‟s outturn 
report on the first year of LBTT has not been published by the Scottish Government 
alongside the draft budget. The Committee recommends that this should be provided 
alongside the response to this report. As previously requested this should include an 
assessment of the SFC‟s conclusion that the housing market in the £325k to £750k 
band remained subdued throughout 2015-16, excluding March 2016.  

This recommendation overlaps with the recommendations of the LBTT Inquiry 
on which we are currently preparing our response.  

The Devolved Taxes Forecast Methodology Report 2017-18 (Chart 13, page 38) 
contains a summary assessment of the number of £325k-750k transactions as 
a share of the overall market along with the following text: “As Figure 13 
illustrates, outside the quarters affected by forestalling behaviour, the share of 
transactions in the £325k-£750k band is at similar levels in the post-LBTT 
period to the pre-LBTT period - there is no evidence in the data so far of a 
sustained underperformance of this segment of the market.”  

200. The Committee asks the SFC to clarify whether the available outturn data for 
2016-17 shows that the housing market in the £325k to £750k band remains 
subdued as explained in its outturn report for 2015-16.  

We note this recommendation, which will be for the SFC’s consideration.  

201. The Committee asks the Scottish Government to provide a breakdown of the 
changes to its LBTT forecasts including the reasons behind them and quantification 
of the amounts which result from each factor.  
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Tax receipts forecasts are kept under review and are updated in the light of 
economic data and trends. An explanation of the factors underlying our 
forecast revisions for 2017-18 are provided in Chapter 5 of the Devolved Taxes 
Forecast Methodology Report 2017-18 under the heading ‘Evolution of the 
LBTT forecasts.’ In addition, a breakdown of the impact of changes in forecast 
revenue for 2017-18 is contained in Table 16 of the Scottish Fiscal 
Commission’s Final Report on Draft Budget 2017-18 (Box B, pages 45-46). Any 
revisions reflect the outturn data for 2015-16 now being available, as well as 
updates to mean and median price and transactions growth forecasts.  

Behavioural Responses  

206. The Committee asks the SFC whether it intends to include behavioural factors 
in its forecasting methodology for residential LBTT.  

We note this recommendation, which will be for the SFC’s consideration.  

Additional Dwelling Supplement (ADS) Revenue Forecasts  

211. The Committee notes that, as with the residential LBTT forecasts, there is 
insufficient information on the components of change which have influenced the 
forecast revisions. Again, it would be useful to receive a breakdown of the revisions 
to the forecasts including the reasons behind them and quantification of the amounts 
which result from each factor.  

Tax receipts forecasts are kept under review and are updated in the light of 
economic data and trends. Prior to the introduction of ADS, robust data on the 
number of transactions falling into the relevant segment of the market was not 
available. The main reason for the upward revision to ADS revenue forecasts 
is that the number of transactions liable for ADS turned out to be higher than 
had been estimated on the basis of the limited data available. We will continue 
to closely monitor the data around ADS.  

Scottish Landfill Tax (SLfT)  

221. The Committee notes that, as with the LBTT forecasts, there is insufficient 
information on the components of change which have influenced the forecast 
revisions. Again, it would be useful to receive a breakdown of the revisions to the 
forecasts including the reasons behind them and quantification of the amounts which 
result from each factor.  

Tax receipts forecasts are kept under review and are updated in the light of 
economic data and trends. Due to the volume of changes in methodology 
between the two years’ forecasts, it is not possible to produce a meaningful 
attribution of the revisions to the forecasts for Draft Budget 2017-18. For 
example this year’s forecast models the effect of incinerator waste in diverting 
waste from landfill; this was not incorporated explicitly in last year’s forecast.  
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In Chapter 6 of the Devolved Taxes Forecast Methodology Report 2017-18, 
under the heading ‘Evolution of the SLfT forecasts’, we set out the details of 
the change in the methodology and explained that “The significant factor in 
reconciling the two forecast series is the fundamental change to the 
methodology that took place for production of this year's five year forecast.” 

Non-Domestic Rates Income (NDRI) 

228. The Committee recommends that in future the estimated costs and revenues of
any policy changes to business rates and the total cost of the SBBS and total
revenues from the large business supplement are included in the Draft Budget.

The Scottish Government accepts the Committee’s recommendation and will 
include details of the estimated financial impact of any policy changes to 
business rates along with estimates of the total cost of relief under the Small 
Business Bonus Scheme and revenues generated through the Large Business 
Supplement in future Draft Budget publications. 
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Cabinet Secretary for Finance and the Constitution 

Derek Mackay MSP 

___ 

Bruce Crawford, MSP 
Convener  
Finance and Constitution Committee 
Rm M4.18 
The Scottish Parliament  
Edinburgh 
EH99 1SP  

21 February 2017 

Dear Bruce 

REPORT ON THE FIRST YEAR’S OPERATION OF THE LAND AND BUILDINGS 
TRANSACTION TAX 

I am writing to you to respond in full to the publication of the Finance and Constitution 
Committee’s LBTT Inquiry “Report on the First Year’s Operation of the Land and Buildings 
Transaction Tax”. 

Firstly, I would like to record my sincere thanks for what is a very comprehensive and 
balanced report. As I said at my evidence session to the Inquiry on 26 October 2016, it is 
important to hear all the available evidence from a range of stakeholders and the report 
makes a valuable contribution to the existing evidence base on LBTT.   

I am pleased to note the Committees conclusion that the transition to LBTT in Scotland has 
gone well and that the first year has been operationally successful. In the attached annex, 
you will find our response to each of your recommendations. 

On the specific subject of a review, my letter to the Committee of 26 August 2016 stated that 
we would provide a report on the 2015-16 outturn at the Draft Budget in addition to that 
already provided by Scottish Fiscal Commission (SFC).  The written evidence that I 
submitted to the Committee provided a detailed review of how LBTT had been performing up 
to July 2016.  This included an assessment of the four issues raised in the Committee’s call 
for evidence: the impact of LBTT on the property market; achievement against our principles 
of “fairness, equity, and the ability to pay”; comparison of 2015-16 outturn and forecast; and 
the impact of forestalling.  The Devolved Taxes Methodology Report which the Scottish 
Government published alongside the Draft Budget built on this and included a further 
assessment of the 2015-16 LBTT outturn.  I also reviewed the available statistical evidence 
(including that in the Inquiry report) to inform my decisions on maintaining the current LBTT 
rates for 2017/18.  In addition to this, and as recommended by the Committee, the monthly 
Revenue Scotland publication now provides a breakdown by LBTT band for all months back 
to April 2015 which increases transparency by allowing for greater public scrutiny of trends in 
different segments of the market.   

Annexe E
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After careful consideration it is my view that the material published by the Scottish 
Government, combined with the thorough report from the Committee, has meant that there is 
now a detailed and comprehensive set of information of the first year of LBTT and has in 
effect superseded the need for a formal review.   

For 2016-17 onwards, our response sets out details of the on-going work we will do with the 
SFC and Revenue Scotland on the most effective way to monitor and assess the progress of 
LBTT in future.  As part of this work we would also be happy to engage with the Committee 
on what sort of information would be helpful to assess to further. 

 DEREK MACKAY 
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ANNEX 1: INITIAL SCOTTISH GOVERNMENT RESPONSE TO LBTT 
INQUIRY RECOMMENDATIONS 

Introduction 

7. The Committee invites the Scottish Government to consider this report as
part of its review of the first year’s operation of LBTT.

Response: The Scottish Government welcomes this comprehensive report which 
makes a valuable contribution to the existing evidence base on LBTT.  The Scottish 
Government has listened to the evidence provided to the Committee and has 
carefully considered the findings of the report in its analysis and the subsequent 
Draft Budget 2017-18 tax decisions on rates and bands. 

In the evidence paper submitted to the LBTT Inquiry in August 2016, I provided a 
detailed review of how the tax was performing up until the publication of the July 
2016 data.  There was also an assessment of 2015-16 outturn in the Devolved 
Taxes Methodology Report and the rationale for my decisions on maintaining the 
current LBTT rates and bands for 2017-18 was set out as part of the Draft Budget.  

Furthermore, transactions by price band from Registers of Scotland and the 
transactions and revenue information by LBTT band from Revenue Scotland is now 
publicly available (in line with the Committee’s recommendations below).  This has 
increased transparency by enabling any interested party to access the latest data 
showing trends in different price segments of the housing market.  The links for 
these two sets of statistics are here: 

RoS Quarterly statistics time series 
https://www.ros.gov.uk/property-data/property-statistics/quarterly-house-price-
statistics 

Revenue Scotland LBTT monthly data 
https://www.revenue.scot/about-us/publications/statistics 

As a result there is now a detailed and comprehensive set of information available on 
the first year of operation of LBTT.  Collectively, we think these factors have in effect 
superseded the need for a formal review.     

Background 

13. The Committee asks the Scottish Government to confirm what percentage
of LBTT tax payers in 2015-16 paid either less tax than UK SDLT or no tax at
all.

Response: The following table for 2015-16 for residential LBTT in Scotland shows 
that 93.1 per cent of LBTT transactions attracted either less tax than UK SDLT or no 
tax at all. The table also shows the breakdown of the 93.1 per cent figure.  

https://www.ros.gov.uk/property-data/property-statistics/quarterly-house-price-statistics#_blank
https://www.ros.gov.uk/property-data/property-statistics/quarterly-house-price-statistics#_blank
https://www.revenue.scot/about-us/publications/statistics#_blank
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Number of LBTT 

residential 
transactions 

% of taxpayers 
(incl. zero payers) 

Paying no tax 45,230 43.6 
Taken out of tax (compared to SDLT) 9,690 9.3 
Paying less tax (compared to SDLT) 41,640 40.2 
Total paying less tax or no tax 
(compared to SDLT) 

96,560 
 

93.1 

Total LBTT transactions 103,680 100.0 
Source: Revenue Scotland 
 
Outturn Figures versus Forecasts 
 
Residential LBTT 
 
23.  The Committee recommends that the Scottish Government publishes a 
response to the findings of the SFC’s outturn report alongside the 2017-18 
Budget Bill. This should include an assessment of the SFC’s conclusion that 
the housing market in the £325k to £750k band remained subdued throughout 
the entire fiscal year excluding March 2016. 
 
Response:  We have provided our assessment of 2015-16 outturn in our evidence to 
the LBTT Inquiry on 26 August which included our assessment of the £325k-750k 
price bracket in paragraphs 7-9, with the relevant data, covering the period Q1 2014 
to Q2 2016, set out in Table 1 as well as Figures 1 and 3. The analysis showed that 
aside from quarters affected by forestalling behaviour, the share of total residential 
transactions attributable to the £325k-750k band has remained broadly constant in 
the LBTT period compared to its share before1 April 2015. This analysis was 
updated to Q3 2016 in the Devolved Taxes Forecast Methodology published 
alongside Draft Budget 2017-18, which showed this pattern continued; see Chart 13 
on P38. See also the analysis under paragraph 26 below, which includes data up to 
Oct-Dec 2016, which is illustrated in the chart below: 
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24. The Committee notes that the Cabinet Secretary has explained the lower 
than expected outturn figures for residential LBTT as being due to relatively 
flat property prices. The Committee asks that the Scottish Government 
provides details of the annual average rise in house prices over the past five 
years and an explanation of why the forecast assumption was 5% for 2015-16. 
 
Response:  Data from Registers of Scotland on the annual average rise in residential 
property prices in Scotland for the last five fiscal years is set out in the following 
table: 
 

Fiscal year % increase in average 
(mean) house prices 

2011-12 0.1% 
2012-13 -1.3% 
2013-14 2.0% 
2014-15 6.3% 
2015-16 -0.5% 
Source: Registers of Scotland quarterly house price statistics.1 
 
As set out in the Devolved Taxes Forecasting Methodology paper, published 
alongside Draft Budget 2015-16, the forecast of 5.3% for house price growth in 
                                                           
1
 Average house prices for each fiscal year are calculated as the weighted average of quarterly 

average (arithmetic mean) house prices, and the annual percentage change is then calculated. 
Registers of Scotland data is used because it relates directly to the transactions which occur, and is 
therefore a close match to the tax base, unlike other house price data sources, such as the ONS 
house price index, which uses mix-adjustment and a geometric mean, amongst other methodological 
differences. 

0%

2%

4%

6%

8%

10%

12%

Transactions between £325k and £750k as % of 
all transactions

Source: Registers of Scotland
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2015-16 was based on the outputs of an ARIMA model (a type of statistical model 
applied to time series data). Since the forecast for 2015-16 was published prior to 
the end of fiscal year 2014-15, average house price growth in 2014-15 was also 
required to be forecast. The same ARIMA model produced an estimate of 5.0% 
growth in 2014-15. As the table above shows, actual house price growth in 2014-15 
was somewhat higher, at 6.3%. This higher-than-forecast house price growth in 
2014-15 mitigated some, but not all, of the impact of the lower-than-forecast growth 
in 2015-16. 
 
Following feedback from the Scottish Fiscal Commission there have been changes 
to the Scottish Government’s forecast methodology since last year. An important 
change is that we now take a more cautious approach to long-run house price 
growth (assuming growth between 1%-2%, rather than 4.5%).  With further data now 
available for the post-financial crisis period, we believe it prudent to assume price 
growth more in line with post-financial crisis trends than using an average which 
includes the housing boom years. 
 
25. The Committee recommends that beginning with Draft Budget 2017/18 the 
forecast of the number of transactions used to inform the residential LBTT 
receipts forecast should be broken down by band.  
 
Response: The residential LBTT forecasts in Draft Budget 2017-18 did not show the 
breakdown of transactions by price band as the recommendation came just days 
before the Draft Budget.  The following table now provides that information. 
  
Revenue (£m) 2017-18 2018-19 2019-20 2020-21 2021-22 
£145,000 - £250,000 28 29 30 31 31 
£250,000 - £325,000 32 33 35 36 37 
£325,000 - £750,000 119 133 142 150 158 
Above £750,000 31 40 44 49 53 
Total 211 235 251 265 280 
   
26. The Committee notes that the Scottish Government forecast 6.9% growth 
in transactions for 2015-16 over the previous year. The Committee asks the 
Scottish Government to provide a breakdown by band of the percentage 
growth and overall growth in transactions between 2014-15 and 2015-16.  
 
Response: The table below provides a breakdown by band of the percentage growth 
in transactions between 2014-15 and 2015-16:  
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LBTT band 2014-15 2015-16 Difference % change 
Over £40K - £145K 45,529 48,793 3,264 7% 
Over £145K - £250K 29,035 31,147 2,112 7% 
Over £250K - £325K 6,427 8,444 2,017 31% 
Over £325K - £750K 7,555 7,368 -187 -2% 
Over £750K 532 462 -70 -13% 
Total over £145K 89,078 96,214 7,136 8% 
Source: Registers of Scotland quarterly statistics – this is used rather than Revenue Scotland data 
because it provides comparative data for 2014-15. 
 
It is important to note that the fiscal year data in the table above is strongly distorted 
by the impact of forestalling activity. In particular, there were significant incentives to 
bring forward higher-valued transactions from Apr-Jun 2015 to Jan-Mar 2015 to 
avoid the higher tax rates under LBTT than SDLT in this segment of the market, 
increasing transactions in 2014-15 and correspondingly depressing the transactions 
in 2015-16. 
 
The next table therefore sets out trends in the share of higher-valued transactions by 
quarter. The impact of forestalling behaviour is evident in the spike in the share in 
Jan-Mar 2015. The latest data for Oct-Dec 2016 shows no significant fall in the share 
of these transactions relative to 2014. 
 
Share of higher-value transactions as % of all transactions  

 Transactions between 
£325k and £750k 

All transactions above 
£325k 

JAN - MAR 2014 6.3% 6.8% 
APR - JUN 2014 7.3% 7.7% 
JUL - SEP 2014 8.1% 8.6% 
OCT - DEC 2014 7.5% 8.0% 
JAN - MAR 2015 10.2% 11.1% 
APR - JUN 2015 7.4% 8.1% 
JUL - SEP 2015 7.6% 8.0% 
OCT - DEC 2015 7.5% 7.9% 
JAN - MAR 2016 6.7% 7.2% 
APR - JUN 2016 7.0% 7.5% 
JUL - SEP 2016 7.8% 8.2% 
OCT - DEC 2016 7.8% 8.2% 
Source: Registers of Scotland quarterly statistics 
 
Causality 
 
34.  The Committee considers that it is too early to draw any definitive 
conclusions from the available outturn data but recommends that the SFC 
should continue to monitor the data on an on-going basis.  
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Response: Scottish Government will also continue  to monitor revenue and 
transactions outturn data on a monthly basis with respect to the individual rates and 
bands.  
 
Scotland Reserve 
 
37. The Committee invites the Government to explain why it chose to place the 
£74 million surplus in the Scotland Reserve rather than spending it on public 
services or infrastructure. 
 
Response: Scottish Government has made a prudent response to a potential 
shortfall in LBTT revenues at some point in the future. The empirical evidence shows 
that property transactions tax revenues are relatively volatile, not only in Scotland but 
across other parts of the UK, as noted by the Office for Budget Responsibility in 
relation to Stamp Duty Land Tax (see Box 3.1 on P54 of the OBR’s Forecast 
evaluation report, October 2016). This underscores the requirement for a prudent 
approach in our view.  
 
Non-Residential LBTT 
 
45. The Committee notes that the actual revenue of £217 million is £7 million 
higher than the intermediate forecast of £210 million which was published at 
the time of Draft Budget 2016-17. This compares to a difference of £71 million 
between the initial forecast of £146m in Draft Budget 2015-16 and the outturn 
figure. 
 
Response:  The figure of £210 million, contained in the Scottish Fiscal Commission 
Report on Draft Budget 2016-17, was not an official revision to the Scottish 
Government forecast for 2015-16, but was used as an intermediate step in the 
forecasting methodology which generated the official forecast for 2016-17. 
 
46. The Committee asks the Scottish Government to provide details of how 
much of the £71m forecast error was due to the methodology. The Committee 
also asks how much was due to the commercial property market being more 
buoyant than anticipated.  
 
Response:  With the impact of forestalling behaviour likely to have been limited in the 
non-residential sector, due to the rates and thresholds under LBTT being relatively 
close to those for SDLT, the main reason for the forecast error is that the commercial 
property market was more buoyant than anticipated. As set out in paragraph 24 of 
the Scottish Government’s evidence to the LBTT inquiry, the non-residential tax base 
is very volatile, and a small number of higher-valued transactions can have a large 
impact on receipts, which makes it difficult to develop a robust forecast methodology.  
 
47. Given the volatility associated with non-residential transactions, and the 
impact of a relatively small proportion of high value transactions upon 
revenues, the Committee recommends that the Scottish Government 
publishes the actual number of transactions in excess of £1m that took place 
in 2015-16 and does so annually thereafter in order to aid transparency with 
regard to future forecasts of non-residential LBTT. 
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Response: Revenue Scotland is responsible for the publication of data related to 
LBTT transactions and have started publishing a breakdown of non-residential 
transactions by band (including over £350,000), separate data for leases along with 
historical data for all months back to April 2015.  Due to the small proportion of 
transaction in excess of £1m, Revenue Scotland will have to consider whether this 
data can be published without breaching taxpayer confidentiality. I have asked 
Revenue Scotland to consider this issue. 
 
48. The Committee also recommends that the Budget Process Review Group 
considers whether any significant differences between forecasts could be 
addressed in in-year revisions to the Budget. 
 
Response: The Scottish Government recognises the importance of this issue and 
agrees that it would be helpful for the Budget Process Review Group to consider it 
as part of their review. 
 
Impact on the First-Time Buyer Housing Market 
 
60. The Committee notes that the majority of stakeholders agree that the rates 
have been of benefit to the first-time buyer housing market. It would be helpful 
if the Scottish Government could provide a comparison of the growth in the 
number of transactions between 2014-15 and 2015-16 for house purchases up 
to £145k.  
 
Response: According to Registers of Scotland data (see also the table under 
paragraph 26), the number of residential transactions in the range £40,000-£145,000 
in 2014-15 was 45,529 which represented growth of 0.1% on 2013-14. The 
equivalent transactions figure for 2015-16 was 48,793, which represents growth of 7 
per cent over the 2014-15 figure.  The data is subject to other market influences as 
well as the setting of the zero-rate band at £145,000. Properties below £40,000 are 
excluded from the data as they are exempt from residential LBTT. 
 
61. The Committee invites the Scottish Government to provide this information 
and other evidence which it has in relation to the impact that the new nil band 
has had on the first time buyer market, including increased house prices. 
 
Response: As laid out in recommendation 13, Revenue Scotland data shows that 
nearly 9,700 taxpayers purchased residential property between £125,000 and 
£145,000 in 2015-16. A breakdown for first-time buyers is not available from this 
dataset as the LBTT return does not ask for the purchaser’s status in this respect.  
 
However, data from the Council of Mortgage Lenders does have a breakdown by 
first-time buyers, although it only relates to houses purchased with a mortgage, and 
therefore excludes cash sales. This shows that the number of loans advanced to 
first-time buyers in Scotland rose by an annual 11% in 2015-16, relative to an 
increase of 9% for home movers. 
 
Behavioural Responses 
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Forestalling 
 
73.  The Committee asks the Scottish Government why, given the principle of 
“no detriment”, the fiscal framework did not appear to use the £40m OBR 
forecast for forestalling in calculating the baseline adjustment to the block 
grant for LBTT. The Committee also asks for an explanation of the difference 
between the gain to the UK Government and the loss to the Scottish 
Government as a result of forestalling. 
 
Response:  
The Fiscal Framework agreed to include a £20m adjustment to the baseline for 
Stamp Duty Land Tax to take account of the forestalling that is estimated to have 
occurred. This represents the gain to the UK Government from increased SDLT 
receipts in 2014-15 (the year relevant for setting the baseline) rather than the loss to 
the Scottish Government from lower LBTT receipts in 2015-16, due to forestalling. 
 
Forestalling behaviour arises when different tax rates apply at different dates, and 
transactions are moved in time so that they settle in the period when the lower tax 
rate applies. In the case of the transition from SDLT to LBTT on 1 April 2015, there 
was an incentive for higher-valued transactions to be moved forward to settle under 
the SDLT regime. The extra SDLT accruing to the UK Government from these 
transactions was therefore lower than the amount of LBTT that would have accrued 
to the Scottish Government if these same transactions had settled after 1 April 2015. 
 
Longer term impact 
 
80. The Committee notes that the SFC suggests the possibility of an on-going 
behavioural response within the £325k to £750K band. The Committee 
recommends that the Scottish Government’s review of the first year of LBTT 
includes an analysis of the behavioural response within this band and an 
assessment of the likelihood of an on-going response including the impact of 
extraneous factors.  
 
Response: As set out in our response to the Committees recommendation at 
paragraph 23 above, there is no evidence of a significant fall in the share of the 
£325k-£750k band, which indicates that, even assuming there is a behavioural 
response, its impact is limited. For an analysis of extraneous factors which could 
also affect higher-valued transactions, see also the discussion in the Scottish Fiscal 
Commission Report on Draft Budget 2016 of the impact of house price falls in 
Aberdeen (Box D, P52-54). 
 
Proposed Changes to the Rates and Bands 
 
Non-Residential 
 
97.  The Committee recognises the need for further analysis of the behavioural 
response to LBTT especially in the £325k to £750k band. It is also essential 
that sufficient forecast and outturn data is published and that this is readily 
comparable so that the impact of the tax on the housing market can be openly 
monitored. 
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Response: As set out earlier for residential transactions, analysis of the data does 
not indicate that there has been a significant fall in the share of the £325k to £750k 
band, indicating any behaviour response is limited at this stage. We will however 
continue to monitor trends carefully. 
 
The Scottish Government published forecast and outturn data in its submission to 
the LBTT Inquiry in August 2016 and again in the Devolved Taxes Forecast 
Methodology Report in December 2016. 
 
Furthermore, additional data breakdowns have recently been added to regular 
statistical publications, allowing for greater public scrutiny of trends in different 
segments of the market. The monthly Revenue Scotland publication now provides a 
breakdown by LBTT band, while the quarterly Registers of Scotland statistics provide 
a breakdown which is even more disaggregated between £325k and £750k. 
  
Forecast and outturn data for 2016-17 will become available at some point after 
Summer 2017. At the moment, the precise publication vehicle still needs to be 
agreed with the SFC. 
 
Additional Dwelling Supplement 
 
104.  The Committee invites the Government to provide an update on what its 
“informed view” is in relation to grace periods.  
 
Response: From the period between 1 April 2016 to 19 February 2017 there have 
been a total of 18,471 transaction subject to ADS and of these 4,341 have noted an 
intention to sell their previous main residence.  The table below provides a 
breakdown of the length of time it has taken taxpayers to reclaim from the effective 
date of the original transaction.     
 
Less than or equal to 7 days 70 
Between 8 and 14 days (inclusive) 83 
Between 15 and 30 days (inclusive) 218 
Between 31 and 60 days (inclusive) 411 
More than 60 days 723 
Source: Revenue Scotland  

  
This shows that of those taxpayers who have reclaimed ADS, 75% have done so 
more than 30 days after the effective date of the transaction with just under 50% 
reclaiming the tax paid after more than 60 days.  In addition to this there is a further 
2,836 transactions where taxpayers have noted an intention to sell their previous 
main residence but ADS has not yet been reclaimed.  
 
The introduction of a grace period – across the board - could adversely impact on 
the Scottish Budget as it will shift the tax point forward in all cases.  An important 
feature of the Land and Buildings transaction Tax regime is that – like its precursor 
Stamp Duty Land Tax -  the registration of title is only permitted when arrangements 
for the tax payable have been put in place.  The introduction of a grace period such 
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as discussed during the parliamentary passage of the Land and Buildings 
Transaction Tax (Amendment) (Scotland ) Bill, would enable registration of title to be 
made without payment of the ADS but would also place an increased administrative 
and compliance burden on Revenue Scotland who would be faced with recovering 
monies from taxpayers. This will also include buyers from outside of Scotland, 
indeed potentially from outside the UK, making it all the harder to secure payment.  
This is likely to result in increased debt levels which the Scottish Government would 
not wish to burden Revenue Scotland with at so early a stage in its operation. 
 
After careful reflection of the information available I am not minded to introduce a 
grace period at this time.  I will ask my officials to continue to monitor the position 
here and it will be kept under review as part of the Scottish Government’s on-going 
process of devolved tax management and planning.  
 
113.  The Committee invites the Government to confirm the expected 
timescales for its methodical review of the ADS and of any required 
refinements identified as a result. 
 
Response: The Scottish Government has no current plans to undertake a specific 
methodical review of the ADS which has been in operation for less than a year.  The 
position on refinements suggested by stakeholders is kept under review as part of 
the on-going  process of devolved tax planning and management. Any potential 
changes will be considered in the round and taken forward as part of the Scottish 
Government’s overall approach to the devolved taxes. 
 
Availability of Data 
 
123.  The Committee welcomes the Cabinet Secretary’s commitment to 
consider ways of harmonising the published data and looks forward to 
receiving an update of progress in this regard.  
 
Response: Revenue Scotland and Registers of Scotland publish their data 
independently of Scottish Government. As explained in recommendation 7, two 
datasets are now published on a monthly and quarterly basis respectively.  
 
124. The Committee recommends in particular, that Revenue Scotland 
explores the options for breaking down further the data in the £325 to £750k 
band and for providing a regional breakdown of its data. In so doing, the 
Committee remains mindful that any additional breakdown should be 
proportionate in terms of the efficient use of resources.  
 
Response: Revenue Scotland has replied to the Committee on this point in their 
response to the Inquiry.  
 
Non-Residential LBTT 
 
126. The Committee recommends that Revenue Scotland explores the possibility of 
breaking down non-residential LBTT data between tax paid on purchases and tax 
paid on leases. In so doing, the Committee remains mindful that any additional 
breakdown should be proportionate in terms of the efficient use of resources. 
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Response: Revenue Scotland has replied to the Committee on this point in their 
response to the Inquiry.  
 
Performance of Revenue Scotland 
 
138.  The Committee invites Revenue Scotland to respond to the suggestions 
from witnesses above for improving its administration and collection of LBTT, 
including in relation to the provision of opinions. 
 
Response: Revenue Scotland has replied to the Committee on this point in their 
response to the Inquiry.  
 
Inter-Institutional Relationships 
 
144. The Committee asks the Scottish Government to respond to the view of 
the Law Society that there may be a case for Revenue Scotland having a 
greater role in the development of tax policy.  
 
Response: As set out in the Chief Executive’s response to the Committee, Revenue 
Scotland is already making a significant contribution to the development of tax policy 
through their operational expertise.  
 
There is close engagement between Scottish Government and Revenue Scotland 
officials to ensure that potential policy amendments or new policy proposals related 
to the fully devolved taxes take due cognisance of  operational matters to and can be 
administered as efficiently and effectively as possible.  In addition, this engagement 
enables Revenue Scotland to highlight  operational issues  which may impact on the 
Scottish Government’s tax policy.   
 
Legislation 
 
153. The Committee asks the Scottish Government to provide clarification 
regarding the role of Revenue Scotland in interpreting and communicating the 
application of LBTT legislation including publication of its views.  
 
Response:  As a Non-Ministerial Department, which is accountable to the Scottish 
Parliament, Revenue Scotland operates independently of the Scottish Government. 
It is therefore entirely a matter for Revenue Scotland  as to how it interprets the 
legislation and  communicates with its stakeholders. 
 
Principles Based Approach 
 
163. The Committee welcomes the Scottish Government’s principles based 
approach to tax policy and recognises that it provides a useful framework for 
monitoring the effectiveness of tax policy including LBTT. 
 
Response: The Scottish Government welcomes this conclusion and notes that there 
will be an opportunity for further discussion on this in the context of the Committee’s 
separate inquiry on the Scottish approach to taxation.  
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Conclusion 
 
164. The Committee considers that the transition to LBTT went well and that its 
first year has been operationally successful. The Committee considers that it 
is too early to draw any definitive conclusions on the impact of the rates and 
bands from the available outturn data but recommends that the SFC should 
continue to monitor the data on an on-going basis.  
 
Response: Scottish Government notes these two key conclusions.  
 
165. A key challenge faced by the Committee has been the lack of consistency 
in the presentation of data relating to LBTT. This has made it difficult to 
compare forecast and outturn data and to fully assess the impact of LBTT on 
the property market in Scotland. The Committee intends to consider this issue 
further during its scrutiny of Draft Budget 2017-18. 
 
Response: As described above, breakdowns of transactions data from Registers of 
Scotland and transactions and tax revenue data from Revenue Scotland by price 
band are now published on their respective websites. The statistics are collected for 
different purposes, and therefore will differ in some details. We note the Committee’s 
intention to consider this issue further and we are open to working with Revenue 
Scotland on ways to improve the transparency of statistics.  
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Finance and Constitution Committee 
 

20th Meeting, 2017 (Session 5), Wednesday 13 September 2017 
 

Social Security (Scotland) Bill: Scrutiny of Financial Memorandum 
 
Introduction 

1. The purpose of this paper is to set out the background and evidence received 
on the Social Security (Scotland) Bill’s Financial Memorandum1 in advance of the 
evidence session with the Scottish Government’s Bill Team on 13 September 
2017. 

Social Security (Scotland) Bill 

2. The Social Security (Scotland) Bill2 was introduced in the Scottish Parliament 
by the Scottish Government on 20 June 2017. The main purpose of the Bill is to 
give control of a number of social security benefits from the UK Government to the 
Scottish Government as a result of changes to the devolution settlement enacted 
in the Scotland Act 20163.  

3. The FM states4— 

“Even though the Bill is, in places, enabling in the provisions it contains (with 
secondary legislation to follow), the Scottish Government has sought to 
provide as much detailed financial information available at this stage as 
possible. As the Bill does not set out the detail of the eligibility and rates for 
each of the benefits to be devolved, the number of individuals who might be 
able to claim for the benefit and therefore the associated costs have been 
estimated by the Scottish Government to provide this detailed financial 
information. In due course, however, the Scottish Parliament will have a 
series of further opportunities to scrutinise the budget allocated for setting up 
and running a Scottish social security system.” 

4. SPICe have produced a briefing paper on the Bill’s Financial Memorandum 
which is attached at Annexe A. 

Consultation 

5. The Committee issued a call for views on 4 July with a deadline for 
responses of 18 August. The Committee received 8 submissions which are 
attached at Annexe B and have been published on the website5. 

Summary of issues raised 
                                              
1http://www.scottish.parliament.uk/Social%20Security%20(Scotland)%20Bill/SPBill18FMS052017.p
df [Accessed August 2017] 
2 http://www.scottish.parliament.uk/Social%20Security%20(Scotland)%20Bill/SPBill18S052017.pdf 
[Accessed August 2017] 
3 http://www.legislation.gov.uk/ukpga/2016/11/contents/enacted [Accessed August 2017] 
4 Financial Memorandum, paragraph 8 
5 http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/105836.aspx 
[Accessed August 2017] 

http://www.scottish.parliament.uk/Social%20Security%20(Scotland)%20Bill/SPBill18FMS052017.pdf
http://www.scottish.parliament.uk/Social%20Security%20(Scotland)%20Bill/SPBill18FMS052017.pdf
http://www.scottish.parliament.uk/Social%20Security%20(Scotland)%20Bill/SPBill18S052017.pdf
http://www.legislation.gov.uk/ukpga/2016/11/contents/enacted
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/105836.aspx
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6. The Scottish Fiscal Commission set out its estimated costs associated with the 
devolution of social security benefits for 2017/18 and the next 3 years (£70,000, 
£155,000, £220,000 and £290,000) and stated that they have written to the SG 
outlining their budgetary requirements for the next three financial years.  

7. Disability Agenda Scotland (DAS) said that they very much welcome the 
principles and the tone of much of the language that the Minister for Social 
Security and the Scottish Government used in talking about the Bill and the new 
system. DAS highlighted that, as a high level enabling Bill, a lot of the detail of 
the new social security system remains unclear. It stated that it was concerned 
that the lack of scrutiny of secondary legislation could lead to unintended 
consequences or things being missed including elements that could have 
financial implications for the Scottish Government but also for individuals and 
their families. It also raised the need for technical expertise and scrutiny and 
suggested that the Committee, and the Scottish Government, considers the 
creation of an independent scrutiny body, which would provide additional 
scrutiny and technical expertise for regulations and future changes. In addition, 
it proposes the introduction of a disability poverty reduction target.  

8. Argyll and Bute Council believed the main implications for local authorities was 
the co-location of agency staff on local authority premises, and the continued 
responsibility for delivery of DHPs and stated that the Council was disappointed 
that the opportunity had not been taken to provide for more joint working with 
local authorities, particularly the use of a single shared assessment for care and 
disability benefits. It highlighted that the costs of DHPs are currently in the main 
non-discretionary as the bulk of the funding is directed to mitigating the 
bedroom tax.  It said 'we understand the policy intent is to have no significant 
change but the bill provides for new guidance to be provided by Scottish 
Ministers. The funding provided in future will need to reflect the new or 
amended guidance'.  

9. Argyll and Bute Council also pointed out that future policy differentials between 
Scotland and the UK for uprating and eligibility could put new pressures on the 
Scottish budget. It also made the point that implementation costs are estimated 
to be c £308 and running costs are estimated at £144 - £156m and that, given 
they are above the amounts set under the fiscal framework, these additional 
costs would need to be provided for from the Scottish budget. Finally they say 
that do not believe that it is possible to capture all costs associated with the Bill 
at this stage as the Bill just provides a broad framework for future subordinate 
legislation, rather than providing more details. 

10. RNIB Scotland covered three areas in its submission, accessibility 
(applications and communications should be available in a variety of formats), 
assessment processes (Problems with PIP assessments for blind and partially 
sighted people and suggests going back to home assessments carried out by 
retired GPs) and advice services (these should be run by an independent agent 
and not integrated into the SG's social security department). It said that it 
anticipated increase demand for its UK Advice service offering advice given the 
rise in the aging population and the links between aging and sight loss.  



FCC/S5/17/20/2 

 3 

11. COSLA stated that it was unclear what assumptions were made when arriving 
at the £21m for local delivery and said more detailed scoping of local delivery 
services and costings will be needed to understand what is actually required to 
deliver the principles outlined in the Bill. It also highlighted increase in use of 
Discretionary Housing Payments as a means to alleviate many of the welfare 
changes and said there is a need for clarity over the future use of DHPs and for 
a whole system review of how pressures are manifesting themselves and how 
best these can be alleviated under a new devolved social security umbrella.   

12. Glasgow City Council also raised the issue of DHPs and said that the FM does 
not appear to deal with the associated administrative costs nor does it contain 
anything to indicate how funding for DHP will be calculated. It goes on to say 
that there is a specific risk of increased costs to administer DHP for UC 
claimants, and that this will be more significant if the current level of data 
exchange is not improved as UC caseload increases. In addition, the unknown 
timeframe to shift mitigation of the 14% and 25% reductions for the Removal of 
the Spare Room Subsidy from DHP to UC housing costs adjustment, means 
that these increased costs of DHP administration remain with the local authority. 
It also refers to part 4 of the Bill which empowers local authorities to make 
payments to persons to assist with their housing costs and introduces new 
requirements around publicity and questions why paras 66 and 74 seem to 
restrict the costs to LAs to “face-to-face pre-claims and support services”, rather 
than costs associated with direct administration.  

13. The Scottish Public Services Ombudsman (SPSO) highlighted that they are not 
listed in the FM as one of the organisations who could be impacted by the Bill 
despite having a role in providing advice support and training. They said though, 
given the level of uncertainty and the possibility that complaints may be modest 
in number, no specific resource should be included in the financial 
memorandum.  

14. SPSO also said that they were pleased with the level of engagement with the 
Scottish Government about the proposed bill and its possible impact.   

15. PCS said that they have a positive working relationship with the Scottish 
Government officials within the Social Security Implementation Division, and we 
have met multiple times with the Social Security Minister. They did however 
express concern that using a Departmental Expenditure Limit (DEL) and not 
Annually managed expenditure (AME) for social security costs could lead to 
restrictions being applied to other resources within the new social security 
agency such as staffing and pay if budgets are exceeded in the benefit areas. 

Conclusion 

16. The Committee is invited to consider the issues raised in the 
submissions received and in the SPICe briefing to inform the evidence 
session with the Bill Team. 
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Annexe A 

SPICe briefing on the Social Security (Scotland) Bill’s Financial 
Memorandum 

The devolution of social security powers will result in direct costs for the Scottish 
Government as well as new budgetary risks for the Scottish Government which 
could have both a negative or positive impact on the Scottish budget: 

 Direct costs will arise from the administration of the devolved benefits and 
(potentially) costs associated with future policy changes introduced by the 
Scottish Government.   
 

 Budgetary impacts will result from the adjustments to the Scottish 
Government's block grant from HM Treasury.  These adjustments will 
initially reflect the costs of providing the relevant benefits in Scotland at the 
time they are devolved.  However, over time, the budgetary adjustment may 
not reflect the actual cost of providing the benefits in Scotland, depending 
on the Scottish Government's policy choices and on how demand for 
benefits in Scotland changes relative to demand for the equivalent benefits 
in England. 

Budgetary impacts and risks 

The FM presents estimates of the forecast expenditure on devolved benefits in 
2017-18 and anticipated caseloads, based on current rates and eligibility.   In 
2017-18, expenditure on the benefits to be devolved is forecast to be an estimated 
£2.9bn.   

The FM discusses the way in which the Scottish Government's budget will be 
adjusted to reflect the devolution of benefits.  In the first year of devolution, the 
Scottish Government's budget will be increased by the amount that was spent on 
delivering that benefit in Scotland in the year prior to devolution. In subsequent 
years, the budgetary adjustment will reflect changes in per capita benefit spending 
by the UK Government.   

The UK Government will retain executive competence for devolved benefits for a 
transitional period that could last until 31 March 2020.  Until executive competence 
for each benefit is transferred to the Scottish Government, the UK Government will 
deliver and be accountable for the benefit.  According to the DWP, under the terms 
of the fiscal framework and financial legislation, the funding will also remain with 
the UK Government until executive competence is transferred.  

As the FM highlights, the devolution of social security powers brings with it new 
budgetary risks that the Scottish Government will need to manage.  These result in 
part from the demand-led nature of the majority of the devolved benefits.   New 
budgetary risks also result from the block grant adjustment mechanism, which 
means that differences in demographic growth patterns or uptake of benefits 
between Scotland and the rest of the UK will have implications for the extent to 
which the block grant adjustment matches the cost of providing the relevant 
benefits in Scotland. 
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Policy costs 

The Scottish Government will  face additional demands on its budget if it chooses 
to alter benefit rates, top up existing benefits or introduce new benefits.  Future 
changes to devolved benefits will be the subject of secondary legislation and so 
the costs will be considered at that point.   

The only policy costs set out in the FM relate to commitments already made: 

 Proposals to increase Carer's Allowance to match Jobseeker's Allowance; 
and 

 The proposed Best Start Grant (BSG), which will replace the Sure Start 
Maternity Grant.  However, as the bill does not set out the detailed 
provisions for the BSG, these costs do not directly arise from the bill. 

The Scottish Government will not immediately assume responsibility for benefits to 
carers.  Until it assumes full responsibility for carers benefits, it will achieve its 
policy intent of increasing Carer's Allowance to the same rate as Jobseeker's 
Allowance by paying a top up to those in receipt of Carer's Allowance.  Increasing 
Carer's Allowance to match the Jobseeker's Allowance rate is expected to cost the 
Scottish Government £37m in 2017-18, falling to £32m per year in 2019-20.   

Table 1: Estimated additional costs of proposed increase in Carer's Allowance, £m 

 2018-19 2019-20 2020-21 2021-22 
Carer's Allowance 
increase 

37 32 33 34 

 
The anticipated fall in costs in 2019-20 reflects the fact that Jobseeker's Allowance 
is currently frozen in cash terms until April 2020, which means that the gap 
between Carer's Allowance (which will continue to rise in line with inflation) and 
Jobseeker's Allowance will narrow in 2019-20.  This acts to reduce to cost of 
meeting the Scottish Government's commitment.  An anticipated increase in 
numbers of claimants for Carer's Allowance will partially offset this.  In subsequent 
years, the anticipated end of the freeze in Jobseeker's Allowance and a continued 
forecast increase in numbers of claimants will result in increased costs.  These 
costs are additional to the current costs of providing Carer's Allowance in Scotland 
(estimated at £256m in 2017-18). 

Social security system costs 

The FM sets out the estimated costs associated with the establishment and 
running of the new social security system.  The agency that will administer the 
social security system will be established as an Executive Agency, so does not 
require primary legislation.  The implementation costs are estimated at £308m 
over the four years to 2020-21, broken down as shown in Table 2.   

 

 

 



FCC/S5/17/20/2 

 6 

Table 2: Scottish Social Security system: implementation costs 

 Total costs for four year period to 
2020-21, £m 

IT systems 190 
Estates 14 
Staffing 104 
Total 308 
 
The FM notes that "the estimates of implementation costs...will change materially 
as further discussions are taken and the programme of work to specify and 
procure the infrastructure required for Scotland's new social security system 
evolves".   

Annual running costs for the social security system once established are estimated 
at between £144m and £156m per year, depending on the model of delivery for 
assessments that is adopted.  These costs are broken down as shown in Table 3. 

Table 3: Social security system: annual running costs 

 Steady state annual cost 
range, £m 

Operating costs 83 - 84 
Pre-claim support services 21 
Assessment services 25 - 34 
Estates services 15 - 17 
Total 144 - 156 
 
These costs are based on the Outline Business Case that was developed to 
consider various delivery options.  The preferred option presented in the OBC 
involves: 

"...a central agency with enhanced phone and online support, which 
incorporates face-to-face pre-claims and support services locally in existing 
public sector locations and with assessments undertaken in a manner that 
is appropriate for policy choices that will be made as the final business case 
is progressed." 
 

As with the implementation costs, the FM notes that "the final [running] costs are 
dependent on decisions on policy, delivery and operations that have yet to be 
made".  In particular, the running costs will be influenced by the model of delivery 
for assessments that is adopted. 

The FM notes that the estimated running costs are in line with Scottish 
Government estimates of the current costs to DWP of administering the devolved 
benefits in Scotland. DWP have not provided their own estimates of this cost, but 
the Scottish Government has estimated them at £159m per year.  The Scottish 
Government's estimated running costs represent 5% of the value of benefits being 
administered, which compares with 6.3% for DWP for non-pensioner benefits 
across the UK, according to the Scottish Government. 

http://www.gov.scot/Publications/2017/04/9565
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Under the terms of the Fiscal Framework, a transfer of funds will be made to the 
Scottish Government to cover part of the costs of the newly devolved powers 
(including powers other than those relating to social security).  As set out in the 
FM, £66m will be made available for administration costs and £200m for 
implementation costs.  The administration costs will form part of the baseline block 
grant adjustment, so will represent an annual payment and will be phased 
according to the timescale for introduction of the new social security powers.  The 
implementation costs will represent a one-off payment.   

Other unquantified costs 

The FM highlights that there will be other costs associated with the devolution of 
social security powers which have not yet been quantified.  The FM refers to 
unquantified costs relating to: 

  the production of forecasts of social security costs by the Scottish Fiscal 
Commission (although the SFC has subsequently provided estimates – see 
below) 

 the provision of advice services in relation to the newly devolved benefits 
 the appeals process, including the impact on the Scottish Courts Tribunal 

Services (SCTS) 

The FM makes no reference to the potential costs associated with: 

 annual reporting on the performance of the Scottish social security system 
 development and review of the social security charter, including 

consultation  

These are both requirements set out in the legislation, and will have associated 
costs, but are not covered by the FM. 
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Annexe B 

Submissions received 

Submissions were received from— 

 

 Scottish Fiscal Commission 

 Scottish Public Services Ombudsman 

 RNIB Scotland 

 COSLA 

 Glasgow City Council 

 Disability Agenda Scotland 

 Argyll and Bute Council 

 PCS Scotland and Ireland 

 

http://www.scottish.parliament.uk/S5_Finance/General%20Documents/A_Scottish_Fiscal_Commission_Social_Security.pdf
http://www.scottish.parliament.uk/S5_Finance/General%20Documents/B_Scottish_Public_Services_Ombudsman_Social_Security.pdf
http://www.scottish.parliament.uk/S5_Finance/General%20Documents/C_RNIB_Scotland_Social_Security.pdf
http://www.scottish.parliament.uk/S5_Finance/General%20Documents/D_COSLA_Social_Security.pdf
http://www.scottish.parliament.uk/S5_Finance/General%20Documents/E_Glasgow_City_Council_Social_Security.pdf
http://www.scottish.parliament.uk/S5_Finance/General%20Documents/F_Disability_Agenda_Scotland_Social_Security.pdf
http://www.scottish.parliament.uk/S5_Finance/General%20Documents/G_Argyll_and_Bute_Council_Social_Security.pdf
http://www.parliament.scot/S5_Finance/General%20Documents/H_PCS_Scotland_and_Ireland_submission_Social_Security.pdf
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A/Scottish Fiscal Commission 
 
Thank you for the opportunity to respond to the Committee’s call for 
evidence on the Financial Memorandum (FM) accompanying the Social 
Security (Scotland) Bill. As you know, the Scottish Fiscal Commission (SFC) 
is now established as an Independent Fiscal Institution (IFI) to support the 
Scottish Budget Process. Our remit covers the production of independent 
forecasts for Scottish GDP, devolved taxes and devolved demand-led social 
security expenditure.  
  
The devolution of demand-led social security benefits represents a significant 
expansion in the workload of the SFC. The SFC will therefore incur costs in 
order to produce forecasts of expenditure on the social security benefits being 
devolved, which in 2017-18 accounted for approximately £2.9 billion of 
expenditure. In a similar way to forecasting receipts from taxes, the 
challenges and scale of work involved in forecasting do not directly relate to 
the level of expenditure. Smaller taxes and social security benefits can still 
require a substantial amount of work to forecast.  
  
The SFC was consulted by the Scottish Government on the costs of producing 
forecasts of social security expenditure prior to the publication of the FM. At that 
time the timetable for the devolution of social security was unknown and the SFC 
was unable to determine the future costs likely to be incurred.  
  
Since then the Scottish Government have set out the timetable for the 
devolution of the first three demand-led benefits to the Scottish Parliament. An 
increased Carer’s Allowance will be devolved from summer 2018, the Best 
Start Grant will replace the Sure Start Maternity Grant by summer 2019 and 
Funeral Expense  

Assistance will be delivered by summer 2019.6 
The remaining benefits to be 

devolved include Disability Living Allowance, Personal Independence 
Payment, Attendance Allowance, Winter Fuel Payments, Industrial Injuries 
Disablement Benefit, Severe Disablement Allowance and Cold Weather 
Payments. Based on the assumption that these benefits are gradually 
devolved over the next four years, we are now able to provide estimates of 
the expected costs of producing forecasts of social security expenditure.  
  
These costs will begin from the year before each social security benefit is 
devolved as there will be set-up costs with analysts developing models to 
forecast expenditure on each of the social security benefits. There will also 
be on-going costs associated with producing forecasts. The majority of costs 
incurred will relate to staff costs. In addition a share of the total non-staff 
costs incurred by the Commission will result from the requirement to prepare 
forecasts of social security expenditure; these include office accommodation, 

                                              
6 https://news.gov.scot/news/social-security-benefits  
  
  

https://news.gov.scot/news/social-security-benefits
https://news.gov.scot/news/social-security-benefits
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office equipment, corporate services (audit, IT and HR etc.), training and 
other running costs associated with the employment of staff.  
  
The costs provided in the table below estimate the running costs that the SFC is 
expected to incur in 2017-18 and the subsequent three financial years. Staff 
costs are based on the average salary costs for 2016-17 and further uplifted by 
1% thereafter. The non-staff costs cover the other running costs associated with 
employment of staff. These are based on the share of the SFC‘s projected total 
non- staff costs attributable to social security increasing from 5% in 2017-18 to 
15% in 2020-21. All costs are rounded to the nearest £5,000.  
  
£  2017-18  2018-19  2019-20  2020-21  Further Information  

  
  

Staff 
costs  

  
  
  
  
50,000  

  
  
  
  
125,000  

  
  
  
  
180,000  

  
  
  
  
235,000  

Based on 0.75 FTE Senior  
Analyst in 2017-18 increasing to 1 
FTE Senior Analyst from 201819 
and a FTE Analyst joining in each 
financial year from 2018-19 to 
2020-21.  

  
  
  
  

Non- 
salary 
costs  

  
  
  
  
  
  
  
20,000  

  
  
  
  
  
  
  
30,000  

  
  
  
  
  
  
  
40,000  

  
  
  
  
  
  
  
55,000  

Based on a share of Commission 
projected total non-staff costs 
increasing from 5% in 2017-18 to 
15% in 2020-21. This includes office 
accommodation, office equipment, 
training, and other running costs 
associated with the employment of 
staff.  

Total  70,000  155,000  220,000  290,000    

  
Note: All costs are rounded to the nearest £5,000  
  
These estimated costs are based on the SFC’s existing remit. Following the 
recent publication of the recommendations made by the Budget Process Review 
Group the SFC’s remit may be expanded into further areas. Any expansion in 
remit may increase the costs incurred by the SFC.  
  
The SFC has written to the Scottish Government setting out our budget 
requirements for the next three financial years. These requirements incorporate 
our anticipated costs for forecasting devolved social security expenditure. In 
delivering our statutory remit we are drawing on OECD principles and best 
practice for IFIs.   
  
The OECD principles highlight how multi-annual funding commitments enhance 
the independence of IFIs. For this reason we are seeking a three year budget 
agreement with the Scottish Government with an agreed budget allocation for 
2018-19 and indicative allocations for 2019-20 and 2020-21.  
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The published FM accompanying the Social Security (Scotland) Bill includes 
forecasts of potential funding transfers and illustrative estimated costs of the 
Scottish Government’s policy proposals to increase Carer’s Allowance and 
introduce the Best Start Grant. The SFC was not involved in the production of 
these forecasts or policy costings. Our first forecasts of devolved demand-led 
social security expenditure will be published to accompany the Scottish 
Government’s Draft Budget 2018-19 and will cover the benefits devolved in 2018-
19.  
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B/Scottish Public Services Ombudsman 

Background  
The SPSO (Scottish Public Services Ombudsman) is the final stage for 
complaints about public services including complaints about local authorities and 
Scottish Government agencies.   As well as considering individual complaints, the 
SPSO plays a key role in supporting improvements in complaints handling.    
 
In responding to this call for evidence on the financial memorandum, we wanted 
to highlight to the Committee the uncertainty that exists about the impact on the 
SPSO of the proposed Bill.   

The role of the SPSO  
As a Government Agency, the proposed Social Security agency will automatically 
come within the jurisdiction of the SPSO.  This means that we will be able to 
receive and, where appropriate, investigate complaints made about the services 
they provide.  We will also be able to provide them with support and advice from 
our Complaints Standards Authority and they will be able to access SPSO 
training.   
 
The current Financial Memorandum does not list us as one of the organisations 
who may be impacted by the proposed Bill.  In terms of our role in providing 
advice, support and training, we are currently resourced for this role and do not 
consider we would need additional funding to support this agency.  We are 
already providing advice and support as the Scottish Government are considering 
how the agency will comply with the model complaints handling procedure.    
 
The impact on us of complaints is of more potential significance.  As we reported 
in our strategic plan published last year7, we have concerns about the impact of 
any rise on complaints on our ability to meet demand within current resources.  
This means that the impact of even a relatively low number of new complaints 
may be significant.  At present it is difficult to assess this impact; this is partly 
because it is genuinely difficult to assess complaints numbers before a system is 
in operation.  To give an example, the UK-wide scheme that preceded the 
Scottish Welfare Funds saw nearly 6,000 requests for review8.  After experience 
of the interim Scottish Scheme which changed the delivery model, this had 
significantly dropped and in our first year, we determined 437 reviews.  It is also 
notable that the Bill puts in place an appeal route to a Tribunal.  It is our 
experience that such routes can limit the complaints received.  For example, in 
2016/17 we received only a single complaint about Revenue Scotland.    
 

                                              
7https://www.spso.org.uk/sites/spso/files/communications_material/business_information/Strategic
Pla n16-20/SPSOStrategicPlan2016-2020.pdf  
8 The Financial Memorandum for that Bill details the numbers and the level of uncertainty see 
paras 43 on. http://www.parliament.scot/S4_Bills/Welfare%20Funds%20(Scotland)%20Bill/b51s4-
introd-enbookmarked.pdf  
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Given the level of uncertainty, and the possibility that complaints may be modest 
in number, we are not suggesting specific resource should be included in the 
financial memorandum.    
We would also like to reassure the Committee that the Scottish Government has 
been in contact with us and we are pleased with the level of engagement we 
have had to date about the proposed bill and its possible impact.    
 
While we are not suggesting specific resources are included, it is important for 
the Committee to note that we are one of the other organisations/individuals and 
businesses who may be impacted by the creation of the new agency.  As the 
Committee will be aware we are a Parliamentary-supported organisation and we 
will be keeping the SPCB fully informed as we better understand any actual or 
potential impact on us.   
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C/Royal National Institute of Blind People (RNIB) Scotland 
 
RNIB Scotland is the leading charity working with blind and partially sighted people 
in Scotland. We campaign for their civil and welfare rights and deliver services 
(including welfare rights advice).   
  

Consultation  
  
1. Did you take part in any consultation exercise preceding the Bill and, if 
so, did you comment on the financial assumptions made?   
  
RNIB Scotland responded to the Scottish Government consultation, A New 
Future for Social Security in Scotland, welcoming the Scottish Government's 
aspiration to build "a fairer social security system that treats people with dignity 
and respect".   
  
Just as Rome was not built in a day, we appreciated that establishing a Scottish 
social security system to deliver the devolved disability benefits is complex and 
challenging.   
  
Our response highlighted three key areas - accessibility, assessment processes 
and advice services. In the autumn 2016 consultation we did not comment on 
financial assumptions made in relation to social security in Scotland. However, we 
are aware of cost implications in relation to our key concerns as well as with 
regard to the introduction of a new system and agency.  
  
Accessibility  
We recommended that a range of application/communication options should be 
available in accessible formats. We welcome the acknowledgment from the Social 
Security Minister Jeane Freeman that it is "important to have a range of 
communication formats so that the new social security system is accessible to all".  
In general, blind and partially sighted people have very substantial additional 
daily living costs whilst in terms of communications, the high costs of accessible 
technology for blind and partially sighted people should also be taken into 
account.  
  
Assessment processes   
Many problems have been identified in the current Personal Independence 
Payment (PIP) assessments of blind and partially sighted people. These 
include hard-to-access assessment centres, assessors' poor medical 
knowledge of sight conditions and delays in handing down decisions, all 
leading to expenses and often distress.   
  
Where assessment is required, we recommended returning to something like the 
Disability Living Allowance (DLA) system of home assessments by Examining 
Medical Practitioners (a pool of retired General Practitioners).  
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Advice services   
We sought a commitment to fund advice services so that people who need 
services or support with benefits take up their rights and entitlements. Better 
links with health professionals could be achieved by means such as "social 
security surgeries" in GP surgeries and hospital clinics.  
  
We strongly believe that any Advice or Advocacy resources should be 
administered outwith Government, run by an independent agent and not 
integrated into any Scottish Social Government Security Department.  
  
Costs   
  
4. If the Bill has any financial implications for your organisation, do you 
believe that they have been accurately reflected in the FM? If not, please 
provide details.   
  
RNIB has a UK Advice service offering advice by telephone or Skype. This service 
has staff based in Scotland with experience of devolved welfare benefits.  
  
In addition there is small Big Lottery funded team in Scotland which provides 
intensive support for complex benefit enquiries. This funded project will end on 
30 September 2019.  
The FM refers both to policy and demographic considerations (see below).   
  
We anticipate that there will be increased demand for our services given the rise 
in the aging population and the links between aging and sight loss.  
  
According to the FM, ‘the preferred option for the social security agency is a 
central agency with enhanced phone and on-line support which incorporates 
local face-to-face pre-claims and support services in existing public sector 
locations’ and options for improving assessments (the process, medical or 
otherwise, by which eligibility for some of the benefits will be determined) are 
currently being explored.   
  
7. Does the FM accurately reflect the margins of uncertainty associated 
with the Bill’s estimated costs and with the timescales over which they 
would be expected to arise?   
  
The FM notes that ‘the transfer of these powers will require the implementation 
of new infrastructure and systems to support their delivery, and this represents 
the largest and most complex programme of change the Scottish Government 
has undertaken since devolution’.   
  
The Memo reflects margins of uncertainly in relation to the Bill’s estimated costs 
whilst the phasing in of devolved benefits will shape timescales.  
  
It further notes that there are ‘several financial elements to consider as a result 
of the devolution of social security:   
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• the cost of demand-led social security benefits paid to individuals within 
the new Scottish social security system: existing benefits [ten of the 
eleven benefits being devolved to Scotland are demand-led]; top ups to 
existing benefits, and new benefits that may be created by the Scottish 
Government in the future;   

• the impact of demand-led spending on the Scottish Government‘s 
budgeting and financial management arrangements;   

• the effect of the block grant adjustments and reconciliation process on the 
Scottish Budget and cash management;   

• forecasting of demand-led expenditure and the role of the Scottish  
Fiscal Commission (SFC);   

• the cost to the Scottish Government of setting up and running the 
Scottish social security system; and   

• an assessment of any costs borne by Local Government, the UK 
Government and other bodies, individuals and businesses.’   
  

It also notes the need to fund policy changes such as increasing the annual 
value of Carer’s Allowance to the same value of Jobseeker’s Allowance and 
replacing the Sure Start Maternity Grant with an enhanced Best Start Grant from 
the existing Scottish budget envelope, as it would not be part of any UK budget 
transfer relating to the new powers.   
  
It also notes that demographic differences which affect the relative numbers of 
benefit claims in Scotland compared to the rest of the UK, such as an aging 
population, would have an impact on the Scottish Budget putting pressure both on 
funding the social security system and in areas such as health and social care.   
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D/COSLA 
 

Introduction  
COSLA welcomes the invitation from the Finance Committee to provide 
evidence on the estimated financial implications of the Social Security 
(Scotland) Bill, as set out in the accompanying Financial Memorandum.  
  
COSLA’s response covers the questions asked by the Committee, however we 
also take the opportunity to say something about the wider financial context within 
which the new powers will sit.  Our wider comments are set out in the first part of 
our submission, followed by our comments on the specific questions relating to 
the Financial Memorandum.  

The wider financial context  
There have been considerable changes over the last few years in the welfare 
landscape, not least being the introduction of Universal Credit.  These welfare 
changes have impacted financially and socially on individuals and have had 
knock on impacts for local government.  Whilst some mitigations are in place at 
the Scottish level such as the funding provided by the Scottish Government to 
mitigate the bedroom tax, many of the changes have brought financial 
consequences which local government has been forced to absorb within their 
budgets at a time of overall decreases in central funding.        
  
The Scottish Parliament’s Budget Process Review Group, the recommendations 
of which  
COSLA fully supports, has recommended an approach which gives 
Parliamentary Committees more flexibility to scrutinise the budget process 
overall, prior to firm spending proposals being announced.  Importantly the group 
recommends that scrutiny should focus on the interdependent nature of the 
policies which the budget is seeking to deliver.  We agree that more informed 
scrutiny over the lifetime of policy delivery is needed and this is very much the 
case for the newly devolved social security powers.    
  
COSLA would also emphasise the need to move budgets away from short term 
initiative driven priorities to focus on transformation of public sector services, 
looking at the whole of the budget available and not just tinkering at the edges.  
Transformation of services is highly relevant to the new social security powers.  
We should be aiming to move away from simply delivering different social 
security services in isolation of each other and, instead, the focus should be on 
integrating these services and where possible seeking to support individuals 
holistically and ensuring services are effectively targeted at those who need 
them most.   
  
It cannot be stressed enough the extent to which the continued approach of 
one year short term, initiative led, budgets are hampering the ability for 
collaborative working and longer term prioritisation across public sector 
services.  The risk is that the new benefits simply replace existing provision like 
for like without getting to the root cause of the need for support in this way.  
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We therefore welcome the Committee’s interest in the financial implications of 
the new social security powers set out in the Financial Memorandum and we 
equally welcome the Committee’s interest in the wider financial context 
surrounding the new powers.  
  
With regard to the newly devolved Benefits, the fact that ten of the eleven 
benefits being devolved are demand led can and will cause a level of uncertainty 
and financial risk.   
Given the pressure already being felt from the existing welfare reforms, the need 
for secure transfer without more negative consequences is paramount.  
  
The Committee will be aware that the one devolved Benefit which will continue 
to be administered by local government directly is Discretionary Housing 
Payments. The increase in use of DHPs, as a means to alleviate many of the 
welfare changes, reinforces our view that there is a need for a whole system 
review of how pressures are manifesting themselves and how best these can be 
alleviated going forward, under a new devolved social security umbrella.  Again, 
a discussion about transformation and supporting individuals in a more holistic 
way is called for around the use of DHPS and their interrelationship with the 
other social security supports which will be available at a devolved level.    
  
Given that DHP powers are being devolved at the Scotland level, there will be 
a tension between Councils publishing their local policy and how much 
national guidance may constrain local choices.   Equally we have long argued 
that DHP administration funding remains inadequate and care should be taken 
not to further exacerbate this.    
  
Above all, it is imperative that there is clarity over the future use of DHPs, as 
early as possible.  Whilst we know the Scottish Government has a commitment 
to the bedroom tax mitigation for the foreseeable future, our reading of the Bill 
suggests that there is no duty on Scottish Ministers to provide funding more 
widely for DHPs going forward.  Without clarity, there is a risk that Councils 
continuing to provide DHPs will find that the funding is not available in the future 
for this.  

Financial Memorandum Questions   
  

Consultation  
  

1. Did you take part in any consultation exercise preceding the Bill and, 
if so, did you comment on the financial assumptions made?   

  
COSLA responded to the consultation, however there were very limited 
opportunities to comment on financial assumptions as very few were 
included in the first place, given the high-level nature of the consultation.  
  

2. If applicable, do you believe your comments on the financial 
assumptions have been accurately reflected in the FM?   
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With the limited opportunities to comment this question is not really 
applicable to us.  
  

3. Did you have sufficient time to contribute to the consultation 
exercise?   
  
Yes, there was sufficient time.  

  

Costs   
  

4. If the Bill has any financial implications for your organisation, do you 
believe that they have been accurately reflected in the FM? If not, 
please provide details.   
  
Costs for Councils in the FM are specifically on recharge and rental for co-
location of services. Whilst there is no detail at this stage we accept that 
these are likely to be the main cost areas for Councils.    
  
We do however need to draw the wider point around the knock-on impact 
on other services of trying to help people navigate between to 
devolved/non-devolved and Council services.  The importance of 
ensuring that services work as seamlessly as possible needs to be 
stressed and engineering this will in itself contain costs.  
  

5. Do you consider that the estimated costs and savings set out in the 
FM are reasonable and accurate?  
  
Specifically, on the figure of £21m for local delivery, it is unclear what 
assumptions have been made and what might be in or out for local 
delivery, given the levels of uncertainty that still exist.  More detailed 
scoping of local delivery services and costings will be needed to 
understand what is actually required to deliver the principles outlined in 
the Bill and through integration add value to the local public sector 
landscape.  
  

6. If applicable, are you content that your organisation can meet any 
financial costs that it might incur as a result of the Bill? If not, how 
do you think these costs should be met?   
  
There will be a need to constantly review and refine the financial costs 
assumption as the operating model and policy landscape becomes more 
defined.  Much of what is contained in the FM is heavily caveated and 
difficult to predict.  What is clear is that Councils are not in a position to 
pick up any additional draw on services given the tight financial 
settlements and continued downward pressure on local government 
finances.  
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7. Does the FM accurately reflect the margins of uncertainty associated
with the Bill’s estimated costs and with the timescales over which
they would be expected to arise?

It is difficult to accurately assess the assumptions being made without the
timetable around the order in which benefits will transfer and the operating
model to support this. It is also unclear in particular impacts of assessment
models for disability benefits around who will provide these in terms of
workforce planning, given private sector involvement has been ruled out,
and also the extent to which automation will reduce the amount of
evidence customers may have to supply.

Wider Issues  

8. Do you believe that the FM reasonably captures any costs
associated with the Bill? If not, which other costs might be
incurred and by whom?

It is difficult to determine if all stages of application, determination and 
payment have been costed as there is no breakdown of the components 
required and or how these will interface with existing Council services or 
indeed the DWP, provision which will by the time of full enactment be for 
most people, Universal Credit – a policy not without challenge already.  

9. Do you believe that there may be future costs associated
with the Bill, for example through subordinate legislation? If so,
is it possible to quantify these costs?

As most of the detail will be contained in the subordinate legislation there 
may well be additional costs incurred by local government as a sector.  
Constant review and adequate scrutiny will be required during and after 
passage of each subsequent part.  Importantly COSLA believes that local 
government should be able to work closely with the Scottish Government 
in developing the requirements of the subordinate legislation and indeed 
the operating model of the Scottish Social Security Agency both in terms 
of the central function and local presence.  
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E/Glasgow City Council 
 
Consultation   
  

1. Did you take part in any consultation exercise preceding the Bill and, 
if so, did you comment on the financial assumptions made?   
  
Yes.  
  

2. If applicable, do you believe your comments on the financial 
assumptions have been accurately reflected in the FM?   
  
The Financial Memorandum does not appear to deal with the 
administrative costs of Discretionary Housing Payment (DHP), nor 
contain anything to indicate how funding for DHP will be calculated. It is 
not made clear how the budget will be set.  
  

3. Did you have sufficient time to contribute to the consultation 
exercise?   
  
Yes.   

  
Costs   
  

4. If the Bill has any financial implications for your organisation, do you 
believe that they have been accurately reflected in the FM? If not, 
please provide details.   
  
It would be helpful if the Financial Memorandum contained an indication 
of how both the cost of DHPs and the administrative costs of the DHP 
scheme will be calculated.   
  
There is a specific risk of increased costs to administer DHP for UC 
claimants, and this will be more significant if the current level of data 
exchange is not improved as UC caseload increases. Similarly, the 
unknown timeframe to shift mitigation of the 14% and 25% reductions for 
the Removal of the Spare Room Subsidy from DHP to UC housing costs 
adjustment, means that these increased costs of DHP administration 
remain with the local authority.   
  

5. Do you consider that the estimated costs and savings set out in the 
FM are reasonable and accurate?   

  
This question has not been considered as a whole, as the focus of the 
Financial Memorandum is very much on how this may impact on the 
Scottish Government.  
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6. If applicable, are you content that your organisation can meet any 
financial costs that it might incur as a result of the Bill? If not, how do 
you think these costs should be met?   
  
It’s not clear. Although Part 4 of the Bill empowers local authorities to make 
payments to persons to assist with their housing costs and introduces new 
requirements around publicity, paragraph 66 and 74 seem to restrict the 
costs to LAs to “face-to-face pre-claims and support services”, rather than 
costs associated with direct administration which will occur for example in 
DHP.   

7. Does the FM accurately reflect the margins of uncertainty associated 
with the Bill’s estimated costs and with the timescales over which they 
would be expected to arise?   
  
Glasgow City Council has not taken a view on this.   

  
Wider Issues   
  

8. Do you believe that the FM reasonably captures any costs associated 
with the Bill? If not, which other costs might be incurred and by 
whom?   
  
May be costs of implementing systems to support use of a range of public 
sector locations, including costs associated with securing data, collecting 
management information and common information technology 
requirements.  
This type of cost could fall to either Scottish Government or the local 
agency.   
  

9. Do you believe that there may be future costs associated with the Bill, 
for example through subordinate legislation? If so, is it possible to 
quantify these costs?  
  
Glasgow City Council has not taken a view on this.   
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F/Disability Agenda Scotland 

About Disability Agenda Scotland (DAS)  

DAS was founded in 1998 and together our experience, expertise and interests 
cover physical disability, sensory impairment, learning disability, communication 
support needs and mental health. Working closely with the thousands of disabled 
children, young people and adults, families and carers involved with the member 
organisations, DAS aims to influence public policy and legislation to help disabled 
people and the people around them; provide a forum for decision makers and 
influencers to obtain advice and information; and promote a better understanding 
of the diverse experiences, needs and aspirations of disabled people. The 
members of DAS are Action on Hearing Loss Scotland, Capability Scotland, 
ENABLE Scotland, RNIB Scotland, SAMH (Scottish Association for Mental Health) 
and Sense Scotland. DAS9 focuses on the issues that will have the most impact 
for disabled people in Scotland. Key policy areas of interest include employment, 
social security, and stigma and discrimination.    

Did you take part in any consultation exercise preceding the Bill and, if so, 
did you comment on the financial assumptions made?  

DAS responded to the Scottish Government consultation preceding the 
publication of the Bill and participated in a number of discussions related to 
the devolution of key aspects of social security. We highlighted the extent 
to which disability benefits are being devolved and the related budget, but 
also significant concerns regarding the impact cuts in recent years have 
had on people. In this submission, we have focused on key issues we 
believe to be most relevant to the Finance and Constitution Committee. We 
would welcome the opportunity to discuss this submission with the 
Committee and/or answer any queries you may have.  

Language and principles 

We very much welcome the principles and the tone of much of the language that 
the Minister for Social Security and the Scottish Government have used in talking 
about the Bill and the new system. We are keen to focus on how we ensure we 
make those words, and the principles laid out, a reality.  

While we welcome and support the principles in theory, there needs to be further 
consideration of the precise wording and intention of each of the principles. In 
particular, the use of words like “efficiency” and “deliver value for money” are 
important but can be understood to mean different things to different people; and 
whether the system is delivering efficiency and value for money for the state 
and/or individuals. We recognise the need to manage the public purse and the 
need for efficiency, particularly to ensure claimants/applicants receive the money 

9 More information is available on our website: 
www.disabilityagenda.scot.  

https://emea01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.disabilityagenda.scot&data=02%7C01%7Cneil.gray.mp%40parliament.uk%7Cef4fd2113d08427e745808d4b9700811%7C1ce6dd9eb3374088be5e8dbbec04b34a%7C0%7C0%7C636337338907777477&sdata=NqukjIeSkZ%2F2g6t9b3b06aJmnElTE0vcbb0dpH%2FoBcw%3D&reserved=0
https://emea01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.disabilityagenda.scot&data=02%7C01%7Cneil.gray.mp%40parliament.uk%7Cef4fd2113d08427e745808d4b9700811%7C1ce6dd9eb3374088be5e8dbbec04b34a%7C0%7C0%7C636337338907777477&sdata=NqukjIeSkZ%2F2g6t9b3b06aJmnElTE0vcbb0dpH%2FoBcw%3D&reserved=0
https://emea01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.disabilityagenda.scot&data=02%7C01%7Cneil.gray.mp%40parliament.uk%7Cef4fd2113d08427e745808d4b9700811%7C1ce6dd9eb3374088be5e8dbbec04b34a%7C0%7C0%7C636337338907777477&sdata=NqukjIeSkZ%2F2g6t9b3b06aJmnElTE0vcbb0dpH%2FoBcw%3D&reserved=0
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they need and are entitled to as soon as possible. However, there is an inherent 
tension between the principles such as human rights, dignity and people receiving 
what they are entitled to, with some interpretations of an efficient system that 
provides value for money, as well as with some of the points raised in the financial 
memorandum, such as challenges with forecasting. There needs to be firm 
commitment of the principles in reality, and greater clarity on the purpose and role 
of social security to benefit individuals and wider society.  
  
Contents of the Bill and scrutiny  
  
While the Scottish Government has set out the rationale for a short Bill, that it is 
intended to be a high level, enabling Bill, its brevity means a lot remains unclear 
about the new system and in some ways, makes it difficult to comment on key 
aspects.   
  
We are also concerned that the lack of scrutiny of secondary legislation could lead 
to unintended consequences or things being missed including elements that 
could have financial implications for the Scottish Government but also for 
individuals and their families. There are a number of key areas on which there 
is currently nothing or very little even in terms of framing legislation, in the 
Bill. We have focused on key points that need to be addressed within the Bill 
and/or regulation and guidance. We welcome the fact that regulations will be 
positive rather than negative instruments, although further consideration is needed 
to the level of scrutiny that will be given to the regulations. We also need an 
explicit commitment on level of public consultation over changes to individual 
benefit areas.   
  
We welcome the input of the Disability Benefit Expert Group and Disability and Ill-
Health Benefits Reference Group, and the expert panels that have been 
established should provide important lived experience. However, there is also a 
need for technical expertise and scrutiny, which we believe a Committee and/or 
working groups, with the input of welfare rights advisers, academics and lawyers, 
for instance would provide. We would ask that the Committee, and the Scottish 
Government, considers the creation of an independent scrutiny body, which would 
provide additional scrutiny and technical expertise for regulations and future 
changes. It would be useful for this to be developed as soon as possible. One 
model would be the Social Security Advisory Committee (SSAC) in Westminster 
although we are not tied to this, and believe it would be worth considering what 
would work best in Scotland for the new system, including a role in assessing how 
devolved and reserved powers and benefits interact.   
  
Do you believe that the FM reasonably captures any costs associated with 
the Bill? If not, which other costs might be incurred and by whom?  
  
Purpose of social security   
  
We believe that there should be more in the Bill about the purpose of 
social security. In In particular, for disabled people, social security 
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should play a key role in negating additional financial costs and the 
high levels of poverty faced by disabled people.  
   
Disability benefits account for the overwhelming majority of funds being 
devolved – around 84% according to the forecast expenditure in Scotland 
for 2017-18 in the financial memorandum. Reform of social security in Scotland 
must address the failure of the benefits system to adequately compensate 
disabled people for the extra financial costs they face to live an independent life. 
This is one of several reasons there are higher rates of poverty among disabled 
people. Another is that costs associated with disability average £550 per month10. 
For instance, braille displays can cost thousands, £4,000 for a wheelchair, and/or 
additional costs for transport, cleaning, other support and equipment. A recent 
report found that 39% of people in poverty are in a household with at least one 
disabled person3.   
  
The changes to the social security system in recent years have undermined 
disabled people's right to live independently and their right to family life in 
contravention of articles 19 of the UN Convention on the Rights of People with 
Disabilities (UNCDP) and Article 8 of the United Nations Convention on Human 
Rights (UNCHR).This has been highlighted by comments and investigations from 
the UN4. This affects disabled people, carers and others around them and 
the wider society and economy. For all people, the social security system 
should be about improving income for people so they are able to participate fully 
in, and can contribute to, society.  
  
The Scottish system being developed therefore needs to ensure the principles on 
human rights, dignity and access to what people are entitled to, are respected, 
and the new system goes further than the current one does.  
  
DAS is also keen that the Committee and others consider the introduction, 
through the Bill and the reporting in the Bill, a disability poverty reduction 
target. With the recent precedent of a target in the Child Poverty Bill 
(Scotland), we believe it is possible to develop a target to work to and 
ensure poverty amongst disabled people is reduced in the coming years.  
  
Do you believe that there may be future costs associated with the Bill, for 
example through subordinate legislation? If so, is it possible to quantify 
these costs?  
  
Opportunities for improvements  
  
DAS believes that a number of improvements and efficiencies could be 
made within the new system, which would benefit applicants. For instance, 
                                              
10 http://www.scope.org.uk/campaigns/extra-costs/what-are-costs  3  
https://www.jrf.org.uk/report/uk-poverty-causes-costs-and-solutions  4  
http://www.independent.co.uk/news/uk/politics/un-to-investigate-uk-over-human-rights-abuses-
againstdisabled-people-caused-by-welfare-reform-10478536.html   

http://www.scope.org.uk/campaigns/extra-costs/what-are-costs
http://www.scope.org.uk/campaigns/extra-costs/what-are-costs
https://www.jrf.org.uk/report/uk-poverty-causes-costs-and-solutions
https://www.jrf.org.uk/report/uk-poverty-causes-costs-and-solutions
https://www.jrf.org.uk/report/uk-poverty-causes-costs-and-solutions
http://www.independent.co.uk/news/uk/politics/un-to-investigate-uk-over-human-rights-abuses-against-disabled-people-caused-by-welfare-reform-10478536.html
http://www.independent.co.uk/news/uk/politics/un-to-investigate-uk-over-human-rights-abuses-against-disabled-people-caused-by-welfare-reform-10478536.html
http://www.independent.co.uk/news/uk/politics/un-to-investigate-uk-over-human-rights-abuses-against-disabled-people-caused-by-welfare-reform-10478536.html
http://www.independent.co.uk/news/uk/politics/un-to-investigate-uk-over-human-rights-abuses-against-disabled-people-caused-by-welfare-reform-10478536.html
http://www.independent.co.uk/news/uk/politics/un-to-investigate-uk-over-human-rights-abuses-against-disabled-people-caused-by-welfare-reform-10478536.html
http://www.independent.co.uk/news/uk/politics/un-to-investigate-uk-over-human-rights-abuses-against-disabled-people-caused-by-welfare-reform-10478536.html
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by reducing the number of face-to-face assessments for Personal Independence 
Payments (PIP). Assessments should be more personalised to a person’s 
condition and avoiding irrelevant questions and repeat assessments for long term 
conditions. Better use could be made of the application form and paper evidence, 
including medical and other evidence. This would reduce the number of 
assessments and the negative impact this process can have on people and those 
around them due to stress etc.   
  
Should the system work more effectively that the current system, there 
would be more effective decision making and a significant reduction in 
appeals, which can be costly. Nearly two-thirds of appeals over PIP decisions 
are successful at tribunal. According to statistics from the Tribunal Service, the 
success rate for PIP appeals in the last quarter of 2015/16 was 63%, up from 53% 
in the same period of the year before. The rate of successful appeals has gone up 
quarter by quarter since PIP was introduced – and the number of appeals heard 
has also gone up very significantly, from 3,826 to 15,971. The DWP introduced 
“mandatory reconsideration” as an extra step claimants have to complete before 
going to appeal, but even with this, a clear majority of cases that go to appeal find 
in favour of the claimant11. Beyond the stress to the people who apply for these 
entitlements, a burden and significant costs are being placed on the Tribunal 
Service. As has been acknowledged, the mechanism designed and implemented 
for a Scottish appeal process will have an impact on the Scottish Courts and 
Tribunal Services (SCTS).   
  
There is also an opportunity for social security to be better coordinated with other 
systems of support and referral, such as the Welfare Fund; and signposting 
people to other forms of advice and support. This does not mean using benefits to 
pay for social care and similar costs.  
  
More could also be done to link social security and employment, in a 
positive and supportive manner, for those who are able to work. This would 
work towards the Scottish Government’s stated aim of “at least halving the 
disability employment gap”6. Despite the employment rate improving and the 
advent of the Equality Act, there is still a significant difference in the number of 
disabled people in employment compared to those who are not disabled. The 
number of disabled people in employment is 42%, compared to the overall figure 
of 73.4%.12 Employment rates have actually fallen in recent years among some 
disabled .There is a lot of evidence that disabled people being in work, where 
possible, can have economic and social benefits for individuals, the people around 
them and beyond.  Often, disabled people want to work but find that there is either 

                                              
11 https://www.independentliving.co.uk/advice/pip-
esa-appeals/  6 
 www.gov.scot/Publications/2016/12/3778   

12 
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes
/bull 
etins/regionallabourmarket/apr2017  8  http://news.scotland.gov.uk/News/PIP-failing-
disabled-people-2b29.aspx 9  http://www.alliance-scotland.org.uk/what-we-do/our-
work/policy/welfare-advocacy-support-project/  

https://www.independentliving.co.uk/advice/pip-esa-appeals/
https://www.independentliving.co.uk/advice/pip-esa-appeals/
https://www.independentliving.co.uk/advice/pip-esa-appeals/
http://www.gov.scot/Publications/2016/12/3778
http://www.gov.scot/Publications/2016/12/3778
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/regionallabourmarket/apr2017
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/regionallabourmarket/apr2017
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/regionallabourmarket/apr2017
http://news.scotland.gov.uk/News/PIP-failing-disabled-people-2b29.aspx
http://news.scotland.gov.uk/News/PIP-failing-disabled-people-2b29.aspx
http://news.scotland.gov.uk/News/PIP-failing-disabled-people-2b29.aspx
http://news.scotland.gov.uk/News/PIP-failing-disabled-people-2b29.aspx
http://www.alliance-scotland.org.uk/what-we-do/our-work/policy/welfare-advocacy-support-project/
http://www.alliance-scotland.org.uk/what-we-do/our-work/policy/welfare-advocacy-support-project/
http://www.alliance-scotland.org.uk/what-we-do/our-work/policy/welfare-advocacy-support-project/
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inadequate support available to help them achieve this, or that employment is 
difficult to obtain when they are work ready.   
  
If applicable, are you content that your organisation can meet any financial 
costs that it might incur as a result of the Bill? If not, how do you think 
these costs should be met?  
  
Advocacy and advice  
  
Everyone accessing social security in Scotland should have a legal right to 
independent advice and advocacy. The level of successful appeals8, particularly 
when advocacy is provided, highlights this. Additional information is also drawn 
from the detailed interviews and evaluation undertaken during the Welfare 
Advocacy Support Project9. Access to such support will help to ensure the 
principles laid out for the new social security system are realised. This requires 
some additional resourcing but is invaluable to the people who need it and these 
are often the most vulnerable. And there are costs – economic and social – from 
not providing this support, including greater costs to the state from supporting 
disabled people who, if they do not have sufficient funds to live an independent 
life, such as higher healthcare costs, will result in a lower likelihood that they will 
(re-)enter the jobs market or volunteer work, for example.  
  
As the financial memorandum, and other Scottish Government documents 
highlight, it is expected that the introduction of a Scottish social security system 
will cause additional requests for information and support. This could impact on 
existing advice services although the Scottish social security agency will help 
mitigate this impact through the provision of pre-claims support services. The 
extent of additional support required will be dependent on the timing and extent of 
change to the social security system in Scotland. The Scottish Government will 
continue to engage with advice service provider, as the programme to implement 
the social security system in Scotland progresses.   
  
The preferred option for the agency may include co-location with local authorities, 
but may also include co-location with other public sector bodies. As for local 
authorities, the expectation is that the full cost incurred in facilitating the provision 
of face-to-face pre-claim and support services would be recharged to the agency. 
This will be important for people across Scotland to access the support they need 
in an accessible manner, and avoid some of the problems with the current system.  
  
There is also an opportunity for social security to be better coordinated with 
other systems of support and referral, which colocation may encourage; and wider 
signposting people to other forms of advice and support. While we believe this to 
be the Scottish Government’s intention, there isn’t anything in the Bill which 
would legislate for this.  
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G/Argyll and Bute Council 
 
Consultation   
  
1. Did you take part in any consultation exercise preceding the Bill and, if so, 

did you comment on the financial assumptions made?   
  
Yes, the Council responded to the consultation on social security in Scotland on 
28 October 2016.  The consultation covered the principled approach, specific 
benefits being devolved and operational policy.  We made some comments about 
affordability in the context of upratings, the need to review eligibility of Universal 
Credit claimants instead of treating all as being in receipt of a qualifying benefits 
given the range of circumstances now included in UC, and for winter fuel and cold 
weather payments to be more targeted to households in fuel poverty.  However, it 
was possible to comment on detailed financial assumptions as these were not 
known.  
  
2. If applicable, do you believe your comments on the financial assumptions 

have been accurately reflected in the FM?   
  
Not applicable  
  
3. Did you have sufficient time to contribute to the consultation exercise?   
  
Yes, sufficient time was allowed to respond.  
  
Costs   
  
4. If the Bill has any financial implications for your organisation, do you 

believe that they have been accurately reflected in the FM? If not, please 
provide details.   

  
The main implications for local authorities are through co-location of agency staff 
on local authority premises, and the continued responsibility for delivery of 
Discretionary Housing Payments. We are disappointed that the opportunity has 
not been taken to provide for more joint working with local authorities, particularly 
the use of a single shared assessment for care and disability benefits.  As such, 
there are no significant new burdens on local authorities – this being restricted to 
providing some office space to support face-to-face pre-claims and support 
services which will be recharged at market rates.  These are not quantified directly 
but we have been assured that they have been built into the estimates of running 
costs for the new agency.  
  
We would respectively highlight that the costs of Discretionary Housing Payments 
are currently in the main non-discretionary as the bulk of the funding is directed to 
mitigating the bedroom tax.  We understand the policy intent is to have no 
significant change but the bill provides for new guidance to be provided by Scottish 
Ministers.  The funding provided in future will need to reflect the new or amended 
guidance.  
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5. Do you consider that the estimated costs and savings set out in the FM 

are reasonable and accurate?   
  
The only new costs identified are for the increase to Carers Allowance and for 
Best Start Grant.  No savings are identified.   
  
It is pointed out that future policy differentials between Scotland and the UK for 
uprating and eligibility could put new pressures on the Scottish budget.  With no 
allowance for any such additional costs, and a clear intent to initially replicate 
existing benefits for existing claimants, it is difficult to see what difference there will 
be for benefit recipients in terms of amounts received or eligibility. The main 
difference will simply be having to deal with a different government agency.    
  
The Policy Memorandum describes the desired move to a rights-based approach 
to social security as supposed to one where entitlement arises by operation of law.  
This implies that there is a desire to be more generous, but no financial allowance 
is made.   
  
There is also an emphasis on improving take-up with Scottish Ministers being 
given a role in ensuring this happens – but no increase in take-up is provided for.  
  
The Bill itself just provides a broad framework of high level eligibility criteria with 
the detailed rules to be set in future regulations. This makes it impossible to 
comment on the financial effects of the new eligibility rules.  
  
Implementation costs are estimated to be c £308 – well above the £200m provided 
by the Fiscal Framework. Running costs are estimated at £144 - £156m, also well 
above the baseline amount under the Fiscal Framework of £66m.  These 
additional costs need to be provided for from the Scottish budget.  
  
Overall, it is difficult to assess the estimated costs because of these unknowns.  
However, it seems very unlikely that the aspirations set out in the Policy 
Memorandum and in the Bill itself can be met within the costs set out.  
  

6. If applicable, are you content that your organisation can meet any financial 
costs that it might incur as a result of the Bill? If not, how do you think these 
costs should be met?   
  
As described at 4 above, the main costs for local authorities will be in providing 
some accommodation for pre-claims support, and in continuing to administer 
Discretionary Housing Payments.  In addition, they will continue to provide welfare 
rights assistance and advocacy services to people in need of such assistance.  It 
is expected that accommodation costs and Discretionary Housing Payments will 
be met in full.  In terms of welfare rights assistance and advocacy services, these 



FCC/S5/17/20/2 

 30 

costs will depend on changes in level of demand which will in turn depend on 
changes to eligibility rules and the quality of service provided by the new agency.  
Given the intention to minimise upheaval for existing claimants, it is likely that we 
will be able to meet these costs at least initially.  
  
  
  
  
  

7. Does the FM accurately reflect the margins of uncertainty associated with 
the Bill’s estimated costs and with the timescales over which they would be 
expected to arise?   
  
No, we do not believe it reflects the uncertainties described in our answer at 
question 5 above.  
  
Wider Issues   
  

8. Do you believe that the FM reasonably captures any costs associated with 
the Bill? If not, which other costs might be incurred and by whom?   
  
As described in our responses at question 5 and 7 above, we do not believe that it 
is possible to capture all costs associated with the Bill at this stage.  This is 
because the bill just provides a broad framework for future subordinate legislation, 
rather than providing more details as would be usual.  Whilst the policy 
memorandum states that this is deliberate, and helps users understand the 
legislation more easily, we do not concur.  We believe that it creates uncertainty 
and does not allow for the necessary detailed discussion about the Bill itself, and 
leaves too much flexibility for later regulations which may not be subject to the 
same level of scrutiny by the Scottish Parliament.  
  

9. Do you believe that there may be future costs associated with the Bill, for 
example through subordinate legislation? If so, is it possible to quantify 
these costs?  
  
It is very likely that subordinate legislation could bring additional costs.  It is not 
possible to quantify these costs as the bill itself puts very little restriction on the 
subordinate legislation, providing only a very broad framework.   
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H/PCS Scotland and Ireland 

1. PCS represents around 190,000 members in the civil service and related 
agencies, bodies and contractors. Within this, PCS represents over 51,000 
members in the Department for Work and Pensions (DWP). In Scotland, 
overall, we has over 24,000 members, including 8000 in the Scottish Sector 
(under the remit of the Scottish Parliament) and nearly 8000 in DWP. 

2. We have a positive working relationship with the Scottish Government 
officials within the Social Security Implementation Division, and we have 
met multiple times with the Social Security Minister.  

3. A Social Security Agency Partnership Working Forum (SSAPWF) has been 
established as the main interface between the SG and the recognised trade 
unions to discuss employee relations matters. 

4. We have set out below some queries in relation to the ‘finance 
memorandum’ which accompanied the Social Security Bill.  

5. We note that all, with the exception of housing assistance, are demand-led 
benefits and will be managed as part of the Scottish Government’s DEL 
(Departmental Expenditure Limit) and not AME (Annually managed 
expenditure) 

6. We understand that this decision differs to how DWP manage budgets, 
where AME covers benefit spend etc. This move also differs to how the 
Scottish Government normally manage demand led costs, as with public 
sector pensions which fall under AME.  

7. PCS do not understand the justification for this move. We are concerned 
that using a DEL budget for social security costs could lead to restrictions 
being applied to other resources within the new agency, such as staffing 
and pay, should budgets be exceeded in the benefit areas.  

8. We understand, from the memorandum that the new policies will need to 
come from the existing Scottish budget envelope, and funding for them is 
subject to reductions from Westminster based on UK welfare policy 
decisions. Therefore, any decision to have better levels of payment will 
need to be found from elsewhere within the budget. This leaves us with 
concerns about adequate funding. 

PCS urge the Scottish Government to consider the recommendations of our report 
on the future of taxation in Scotland, which can be found here: 
https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=5&ved=0
ahUKEwik7rXt0O3VAhUrBcAKHcBcBaoQFghEMAQ&url=http%3A%2F%2Fww
w.eastkilbridepcs.org.uk%2Fapp%2Fdownload%2F5817652268%2FFFTJRepo
rt.pdf&usg=AFQjCNHE8Ccn1UAnyQkmDac7hOBm4dqB5A 

 

https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=5&ved=0ahUKEwik7rXt0O3VAhUrBcAKHcBcBaoQFghEMAQ&url=http%3A%2F%2Fwww.eastkilbridepcs.org.uk%2Fapp%2Fdownload%2F5817652268%2FFFTJReport.pdf&usg=AFQjCNHE8Ccn1UAnyQkmDac7hOBm4dqB5A
https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=5&ved=0ahUKEwik7rXt0O3VAhUrBcAKHcBcBaoQFghEMAQ&url=http%3A%2F%2Fwww.eastkilbridepcs.org.uk%2Fapp%2Fdownload%2F5817652268%2FFFTJReport.pdf&usg=AFQjCNHE8Ccn1UAnyQkmDac7hOBm4dqB5A
https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=5&ved=0ahUKEwik7rXt0O3VAhUrBcAKHcBcBaoQFghEMAQ&url=http%3A%2F%2Fwww.eastkilbridepcs.org.uk%2Fapp%2Fdownload%2F5817652268%2FFFTJReport.pdf&usg=AFQjCNHE8Ccn1UAnyQkmDac7hOBm4dqB5A
https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=5&ved=0ahUKEwik7rXt0O3VAhUrBcAKHcBcBaoQFghEMAQ&url=http%3A%2F%2Fwww.eastkilbridepcs.org.uk%2Fapp%2Fdownload%2F5817652268%2FFFTJReport.pdf&usg=AFQjCNHE8Ccn1UAnyQkmDac7hOBm4dqB5A
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