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FINANCE AND CONSTITUTION COMMITTEE

 
AGENDA

 
12th Meeting, 2020 (Session 5)

 
Friday 12 June 2020

 
The Committee will meet at 1.00 pm in a virtual meeting and will be broadcast on
www.scottishparliament.tv.
 
1. The impact of COVID-19 on the public finances and the Fiscal Framework

and the Summer Budget Revision: The Committee will take evidence on the
impact of  COVID-19 on the public finances and the Fiscal  Framework and the
Budget (Scotland) Act 2020 Amendment Regulations 2020 [draft] from—

 
Kate Forbes, Cabinet Secretary for Finance, Scott Mackay, Head of
Finance Co-ordination, Dougie McLaren, Deputy Director, Public
Spending, and Daniel Hinze, Deputy Director Fiscal Responsibility,
Scottish Government.
 

2. Subordinate legislation: Kate Forbes, Cabinet Secretary for Finance, to move
S5M-21863-That the Finance and Constitution Committee recommends that the
Budget (Scotland) Act 2020 Amendment Regulations 2020 [draft] be approved.

 
 

Jim Johnston
Clerk to the Finance and Constitution Committee

Room T3.60
The Scottish Parliament

Edinburgh
Tel: 0131 348 5215

Email: James.Johnston@parliament.scot
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Finance and Constitution Committee 

12th Meeting, 2020 (Session 5), Friday 12 June 2020 

The impact of COVID-19 on the public finances and the Fiscal Framework and 
the Summer Budget Revision  

1. The purpose of this paper is to provide background and procedural information
for the Committee’s consideration of the Budget (Scotland) Act 2020 Amendment
Regulations 2020 (“the Regulations”) and evidence session on it and the impact of
COVID-19 on the public finances and the Fiscal Framework.

The Budget (Scotland) Act 2020 Amendment Regulations 2020 

2. Copies of the Regulations and the accompanying Summer Budget Revision
(SBR) document are available via the following links—

• The Budget (Scotland) Act 2020 Amendment Regulations 2020

• Summer Budget Revision Supporting Document

3. A briefing on the Regulations and SBR has been prepared by the Financial
Scrutiny Unit in SPICe and a brief guide to the Summer Budget Revision has been
prepared by the Scottish Government. These briefings are attached as Annexes A
and B.

Purpose of the Regulations and the scrutiny procedure 
4. The Regulations were laid on 27 May 2020 and amend the Budget Scotland Act
2020, which authorised the Scottish Government’s spending plans for the current
financial year, to take account of the COVID-19 related budget measures announced
by Scottish Ministers. The SBR provides supporting information on the revised
spending plans for which the Scottish Government is seeking Parliamentary approval.

5. The Regulations are subject to the affirmative procedure under Rule 10.6 of
Standing Orders. Under this procedure, the Parliament has a 40 day period in which
to consider the Regulations, including consideration by a lead committee and the
Delegated Powers and Law Reform Committee (DPLRC). The DPLRC considered the
Regulations at its meeting on 2 June 2020 and had no issues to report.

6. As lead committee for the Regulations, the Committee will be invited to consider
the following motion from the Cabinet Secretary for Finance—

• S5M-21863-That the Finance and Constitution Committee recommends that
the Budget (Scotland) Act 2020 Amendment Regulations 2020 [draft] be
approved.

7. The deadline by which the Finance and Constitution Committee must report on
the Regulations is 8 August 2020.

https://www.legislation.gov.uk/sdsi/2020/9780111045411/contents
https://www.legislation.gov.uk/sdsi/2020/9780111045411/contents
https://www.gov.scot/publications/2020-21-summer-budget-revision/
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Decision 
8. The Committee will consider whether to approve the Regulations at agenda item 
2.   

The impact of COVID-19 on the public finances and the Fiscal Framework 

9. In advance of its consideration of the SBR, the Committee issued a call for views 
on the impact of COVID-19 on the public finances and the Fiscal Framework. The 
closing date for submissions was 29 May 2020 and the Committee received eight 
submissions which have been published on the committee’s website. SPICe produced 
a summary of responses which was published with the papers for the meeting on 5 
June 2020. 

10. The Committee took evidence on the impact of COVID-19 on the public finances 
and the Fiscal Framework at its meeting on 14 May 2020 from the Fraser of Allander 
Institute and from the Scottish Fiscal Commission. It then heard from John Cullinane, 
Tax Policy Director, Chartered Institute of Taxation and Professor Jim Gallagher; and 
then from Mark Taylor, Audit Director, Audit Scotland and David Phillips, Associate 
Director, Institute for Fiscal Studies at its meeting on 5 June 2020. The transcript from 
those meetings are on the website. 

 

Committee Clerks, 
June 2020 

https://www.parliament.scot/parliamentarybusiness/CurrentCommittees/115236.aspx
https://www.parliament.scot/S5_Finance/Meeting%20Papers/FCC_Members_public.pdf
https://www.parliament.scot/parliamentarybusiness/CurrentCommittees/Finance-Constitution-Committee.aspx


FCC/S5/20/12/1 

3 
 

Annexe A 
 

 

 

Summer Budget Revision 2020-21 

Introduction 

The 2020-21 Summer Budget Revision (SuBR) amends the Budget (Scotland) Act 
2020 which authorises the Scottish Government’s spending plans for the financial 
year 2020-21. Details of the proposed changes are set out in the 2020-21 Summer 
Budget Revision to the Budget (Scotland) Act for the year ending 31 March 2021 
published on 27 May 2020. 

The 2020-21 SuBR has been produced to allocate the exceptional level of additional 
resource flowing to the Scottish budget in response to the COVID-19 global 
pandemic, which has seen Governments around the world take unprecedented fiscal 
measures in response.  

The SBR does not, and is not intended, to explain or make the case for the decisions 
made, either in terms of additional spending or where budgets have been 
redeployed. Members will wish to explore these issues with witnesses and the 
Cabinet Secretary in the coming weeks.  

The proposed changes detailed in the SuBR result in an increase in the approved 
Budget for 2020-21 of £2,787.2 million from £49,250.7 million to £52,037.9 million. 
The SBR seeks parliamentary approval for these changes.  

The changes presented in the document allocate £4,014.4 million of expenditure in 
response to the COVID-19 emergency. This is funded through the £3,581 million in 
estimated Barnett consequentials, £255.2 million from the re-prioritisation of existing 
Scottish Government expenditure, and £178 million of additional central funding 
allocated. The £178 million is £112 million of unallocated non-COVID related 
consequentials from the UK Budget in March, and £66 million from central funds 
(Scotland Reserve).  

The response to COVID-19 is obviously ongoing, and the SuBR presents the 
snapshot as at 15 May when the document was finalised. There have been 
additional Barnett consequentials for the Scottish budget since 15 May, with the 
figure now standing at £3,720 million (as opposed to the £3,581 million in the 
document).  

 

https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2020/05/2020-21-summer-budget-revision/documents/scotlands-budget-documents-2020-21-summer-budget-revision-budget-scotland-act-year-ending-31-march-2021/scotlands-budget-documents-2020-21-summer-budget-revision-budget-scotland-act-year-ending-31-march-2021/govscot%3Adocument/scotlands-budget-documents-2020-21-summer-budget-revision-budget-scotland-act-year-ending-31-march-2021.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2020/05/2020-21-summer-budget-revision/documents/scotlands-budget-documents-2020-21-summer-budget-revision-budget-scotland-act-year-ending-31-march-2021/scotlands-budget-documents-2020-21-summer-budget-revision-budget-scotland-act-year-ending-31-march-2021/govscot%3Adocument/scotlands-budget-documents-2020-21-summer-budget-revision-budget-scotland-act-year-ending-31-march-2021.pdf
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The document notes the evolving nature of the response, and highlights the two 
budget revisions planned for later in the financial year:    

 

“The Scottish Government response to COVID-19 is ongoing and any further 
allocations will be detailed in the Autumn and Spring Budget Revisions later in 
the year, alongside details of any additional funding provided by the UK 
government beyond the amounts shown here.” 

Budget 2020-21 is, therefore, likely to remain fluid. Further substantial changes are 
likely at the Autumn and Spring Budget Revisions. These might result from additional 
consequentials from the UK Government, project slippage and redeployment, or 
revenue receipts from the fully devolved taxes being higher or lower than expected.  

There are other risks. HM Treasury is exploring with UK departments the capacity for 
them to meet additional COVID-19 related costs from within existing budgets. If this 
happens, the consequentials flowing to the Scottish budget may turn out to be lower 
than the amounts currently identified.  

The SuBR also presents the latest Reserve balance in table 1.6a, which now stands 
at £164.8 million.  

COVID-19 spending 

As mentioned, above, the Scottish Government is allocating over £4 billion to its 
COVID-19 response.   

Almost £1 billion of this (£972 million) is not direct spending, but is income foregone 
through not increasing non-domestic rates as intended and by offering reliefs to 
certain sectors.  A further £255 million is being met by re-prioritising spend from 
budgets that had been set before the pandemic (see table 1 below).   

 

Table 1: Budget lines being re-prioritised to support COVID-19 response 

 

Budget line  £ million 

Housing (p15) 105 

Rail Services (p52) 20 

Concessionary Fares (p53)  92 

Ferry Services (p56) 11.7 

Fisheries (p70) 0.5 

Social Security (p85) 26 

Total  255.2 
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Adjusting for income foregone from business rates and reprioritising existing 
resources means that the net increase to the Budget in the SuBR is £2.8 billion, 
allocated by portfolio in the visual below.   

 

Some of the largest areas of planned spend are identified below.  These are areas 
where planned additional spend exceeds £50 million in 2020-21.  Note that the cost 
of non-domestic rates relief is shown below as “spend”, although as mentioned 
above, it is essentially income foregone. However, because the Scottish 
Government guarantees the combined General Resource Grant and Non-
Domestic Rates Income figure to local government, there has been a 
corresponding increase in General Revenue Grant support from the Scottish 
Government to offset the reduced Non-Domestic Rates Income.   
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Support to business is, by some margin, the largest area of planned spending, 
accounting for £2.3 billion – well over half of gross planned spending.  Health and 
social care is the next biggest area of planned spending at £620 million in total.   

Health interventions and additional social care spending account for just over half of 
this total Health increase, with many smaller budget lines accounting for the 
remainder (such as £77 million for PPE, £35 million for community hubs and £27 
million for the Louisa Jordan hospital).  See p10 of the SuBR for the full list of 
additions to the Health and Sport portfolio. The budget revision notes that the 
distribution of £84 million of the £620 million allocated to health and social care 
remains to be determined. 

As noted above, COVID-19 response funding is constantly evolving.  For example, 
the pivotal enterprises resilience fund has increased to £120 million since the 
Summer budget revision cut off date of 15 May.  The estimated cost of non-domestic 
rates relief has also been revised downwards and now stands at £875 million.  In this 
case, the difference of £97 million has been applied to business support grants so 
that the overall level of support to businesses remains unchanged. 

How is COVID-19 spending being funded? 

The main source of funding for this additional spend is Barnett consequentials, 
resulting from additional spending by the UK Government in devolved areas.  
Previous SPICe blogs have explored the evolving picture in relation to Barnett 
consequentials.   

There are challenges in trying to capture the full picture at a single point in time.  At 
the cut off point for the Summer budget revisions (15 May), confirmed Barnett 
consequentials stood at £3.6 billion.  As mentioned above, they now stand at over 
£3.7 billion and are more than likely to change again.   

Importantly, the Barnett total could move both up or down.  If the UK Government 
decides to meet some spending commitments from existing budgets, or if the UK 
Government revises downwards its estimates of the costs of its spending 
commitments, this would result in a downward adjustment to the Barnett 
consequentials.  So there are risks for the Scottish Government in allocating Barnett 
consequentials to the full.  If the Scottish Government ends up getting less than 
anticipated, it will need to meet any shortfall through re-prioritising existing spending 
plans or by making use of reserves.   

Latest Scotland Reserve position 

Table 1.6a presents the incomings and outgoings in Scotland’s funding position 
which impact on the Scotland Reserve balance. As members know the Reserve 
position moves throughout the year.  

In addition to using Barnett consequentials from the March 2020 UK Budget, the 
Scottish Government is also planning to make use of £66 million of reserves.  The 
Summer budget revision notes that after accounting for all changes, a total of £165 
million remains in the reserve (table 1.6a). 

Ross Burnside, Financial Scrutiny Unit, May 2020 

https://www.gov.scot/news/help-for-businesses-1/
https://spice-spotlight.scot/2020/05/21/funding-for-coronavirus-covid-19-support-the-evolving-picture/
https://spice-spotlight.scot/2020/05/21/funding-for-coronavirus-covid-19-support-the-evolving-picture/
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A BRIEF GUIDE TO THE 2020-21 SUMMER BUDGET REVISION (SuBR)     Annexe B 

Background 

1. The Summer Budget Revision is part of the annual Budget process. The Budget process
commences with the publication of the Scottish Budget. This is followed by the annual
Budget Bill and the parliamentary approval of the Scottish Government’s spending plans.

2. Once the Budget Act has been approved by the Scottish Parliament, there are usually two
opportunities to amend the budget as the year progresses - the Autumn Budget Revision
and a Spring Budget Revision.  However this year, the budget position has changed
significantly as a result of the COVID-19 emergency, with over £3.5 billion in additional
funding provided by HMT Treasury to support the response.  There have been a number
of calls as to how this funding is being allocated and the scale of the Covid changes is
such that it was felt earlier action would be helpful so that our budget position is more
accurately understood by Parliament.  This additional Summer Budget Revision has
therefore been introduced.

Summer Budget Revision 

3. The Summer Budget Revision is routine Parliamentary business that proposes
amendments to better align the Government’s budget with its planned spending profile.
The aim of the Brief Guide to the Summer Budget Revision is to explain the main changes
to the Budget since the approval of the Budget Act, and give some further background on
why the changes have been made.

4. The changes proposed in the Summer Budget Revision result in an increase in the
approved budget of £2,787.2 million from £49,250.7 million to £52,037.9 million.

Funding Changes (£2,787.2m million) 

5. Funding changes represent additional budget that provides spending power within
portfolios and programmes.  The additional funding is mainly from the application of
Barnett consequentials.

6. This additional budget revision for 2020-21 is specifically aimed at transparently
demonstrating how Covid response funding has been applied and is therefore limited to
the application of Covid response funding. This allows the Covid response funding to be
clearly visible without being obscured by other technical adjustments, which will continue
to be processed at the regular autumn and spring budget revisions.

7. The gross increase in funding in the Summer Budget Revision is £4,014.4m, which is then
offset by a reduction of £972m in Non Domestic Rates income arising as a result of a
number of reliefs introduced by Scottish Ministers in response to the COVID-19
emergency, and savings from reprioritisation of £255.2m, to give the net increase of
£2,787.2m.  The changes are set out by portfolio in the following table:-
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Scottish Government Portfolios Resources other 

than Accruing 

Resources as 

shown in Budget 

Act 

Changes Proposed Revised 

Budget 

  

Gross 

funding 

changes 

Effect of LG 

Finance 

Order 

Reprioritisation 

within Portfolios 

  £m £m £m £m £m 

Health and Sport 15,347.6 620.0     15,967.6 

Communities & Local Government 11,360.8 2,719.6 -972.0 -105.0 13,003.4 

Finance 140.9 5.0     145.9 

Education and Skills 4,245.6 85.8     4,331.4 

Justice 2,707.7       2,707.7 

Transport, Infrastructure & Connectivity 3,560.7 358.0   -123.7 3,795.0 

Environment, Climate Change and Land Reform 497.6       497.6 

Rural Economy & Tourism 830.6 16.0   -0.5 846.1 

Economy, Fair Work & Culture 863.0 145.8     1,008.8 

Social Security & Older People 3,788.2 64.2   -26.0 3,826.4 

Constitution, Europe & External Affairs 40.6       40.6 

Crown Office and Procurator Fiscal 133.8       133.8 

Scottish Government 43,517.1 4,014.4 -972.0 -255.2 46,304.3 

National Records of Scotland 65.3 
 

    65.3 

Office of the Scottish Charity Regulator 3.3 
 

    3.3 

Scottish Courts & Tribunals Service 122.6 
 

    122.6 

Scottish Fiscal Commission 1.9 
 

    1.9 

Revenue Scotland 6.6 
 

    6.6 

Registers of Scotland 12.4 
 

    12.4 

Food Standards Scotland 16.0 
 

    16.0 

Scottish Housing Regulator 4.3 
 

    4.3 

NHS and Teachers’ Pensions 5,385.1       5,385.1 

Scottish Administration 49,134.6 4,014.4 -972.0 -255.2 51,921.8 

Direct-Funded Bodies   
 

      

Scottish Parliamentary Corporate Body 107.2 
 

    107.2 

Audit Scotland 8.9       8.9 

Total Scottish Budget 49,250.7 4,014.4 -972.0 -255.2 52,037.9 
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8. The document presents only the changes made to date.  The Scottish Government 
response to COVID-19 is ongoing and any further allocations will be detailed in the 
Autumn and Spring Budget Revisions later in the year, alongside details of any additional 
funding provided by the UK government beyond the amounts shown here. 
 

9. The changes have been made in this Revision include the allocation of £3,581.0 million 
of consequentials from HM Treasury provided in response to the Covid emergency (of 
which £972 million is being used to offset the reduction in estimated Non Domestic Rates 
receipts indicated above), which are detailed in the following table:- 

 

 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

10. £3,063m of these consequentials have been added to the Scottish Government Block 
Grant at the UK Main Estimate.  The balance of these funds would be expected to be 
added to the Scottish Government budget at UK Supplementary Estimate.  However HM 
Treasury have made clear that they are exploring with UK departments the capacity for 
them to meet additional Covid related costs from within existing budgets.  This implies a 
risk that not all the consequentials set out here will actually be provided.   
 

Transparency 
 
11. To aid transparency tables, 1.6 (a) and (b) of the supporting document provide details of 

the sources of funding that support the changes applied and the movement on available 
resources. 

 
 
Scottish Government 
Finance Co-ordination 
May  2020 

Covid consequentials totals and breakdowns £m 

Implied total Covid-19 support to date 3,581 

Provided for Public services 1,153 

Health services 448 

Local authorities -  social care 155 

Local authorities - other 155 

Railway services 339 

Other 55 

Business support 2,379 

Business support grants (total cost) 1,266 

Business rates reliefs (total cost) 1,047 

Charity support 65 

Fisheries support 0 

Individuals 49 

LA hardship fund 49 
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Annex A – Summary of Changes from Budget Bill 
 

2020-21 Budget Approved at the Budget Bill   49,250.7 

FUNDING CHANGES    
Health and Sport      
Additional funding for a range of Covid 19 measures 620.0   

  620.0  
Communities & Local Government      
Additional funding to support Covid 19 measures 2,614.6   
Adjustment for funding of NDR shortfall 
FT funding to support Covid 19 measures 
Redeployment of Financial Transactions 

-972.0 
105.0 
-105.0   

  1,642.6  
Finance      
Additional funding to support Covid 19 measures 5.0   

  5.0  
Education and Skills      
Additional funding to support Covid 19 measures 85.8   

  85.8  

Transport Infrastructure and Connectivity    
Additional funding to support Covid 19 measures 
Redeployment of funding to support Covid 19 measures 

358.0 
-123.7   

  234.3  

Rural Economy and Tourism    

Additional funding to support Covid 19 measures 16.0   

Redeployment of funding to support Covid 19 measures -0.5   

  15.5  

Economy, Fair Work and Culture    

Additional funding to support Covid 19 measures 145.8   

  145.8  

Social Security and Older People    

Additional funding to support Covid 19 measures 64.2   

Redeployment of funding to support Covid 19 measures -26.0   

  38.2  

   2,787.2 

    
Proposed Budget following Budget Summer Revision     52,037.9 
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