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  4 November 2019 
Dear Shirley-Anne 

Pre-budget report 

Thank you for attending the Committee on 24 and 31 October to discuss the 
spending plans for, and performance of, the Scottish social security system. This 
letter is the Committee’s report to you in advance of publication of the Scottish 
budget. 
 
This is the second year of the new budget scrutiny process. Last year, the 
Committee concluded that the Scottish Government’s budget for 2019/20 should 
make increased provision for the Scottish Welfare Fund to address growing pressure 
and need. The Committee was disappointed this did not happen. 
 
The 2020/21 budget for Scottish social security budget will be substantial. It will 
cover “wave 1” benefits, agency agreement benefits (including the cost to the 
Scottish Government of these devolved (agency) benefits being delivered by DWP) 
and new more complex Scottish social security benefits to be in place before April 
2021. Around £3bn will be transferred from the UK Government to the Scottish 
Government, by block grant, to reflect the value of the benefits devolved. The 
Scottish Government will then use Scottish Fiscal Commission (SFC) forecasts to 
inform how much is allocated in its budget for social security. 
 
The 2020/21 budget will include funding for the first payments of the Scottish Child 
Payment. As the payment is due to be introduced around Christmas 2020, we would 
expect the 2020/21 budget to include around a quarter of the estimated full year cost 
of £70 million – i.e. £17.5 million. As a Scottish Government-specific policy it is not 
covered by any of the block grant transfer. When fully rolled-out, the Scottish child 
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payment will cost £180 million per annum. The Committee welcomes this significant 
investment to tackle child poverty. The Committee will monitor closely the 
accelerated timetable for delivery of this new benefit, initially for under sixes, 
something which the Committee supports.  
 
It is not clear to the Committee whether next year’s budget will include provision for 
Disability Assistance Working Age people (DAWAP) and Carer’s Allowance 
Supplement where there is more than one disabled child. If these are to be provided 
for in this budget, the Committee would be interested to know on what basis the 
provision has been reached. We know that Disability Assistance for Children and 
Younger People (DACYP) will start to be paid during the next financial year and 
financial provision will be made. The Committee is not able to scrutinise the provision 
as draft regulations will not be available until December. Whilst the Committee 
appreciates that the Scottish Fiscal Commission is given access to Scottish 
Government thinking as policy for new forms of assistance is developed, there are 
clearly challenges in forecasting expenditure before Regulations are finalised. The 
Committee would welcome further information from the Scottish Government on the 
expected level of take-up for DACYP. 
 
Implementation costs - revised business case 

The costs of implementing the Scottish social security system were set out in the 
financial memorandum to the Bill and have not been updated since. The Committee 
notes that a refreshed business case, including programme costs, will be available 
with the Scottish budget.  

Fiscal Framework 

The block grant adjustment (BGA) for social security is governed by the fiscal 
framework agreed in 2016. The BGA represents what the UK Government would 
have spent, had responsibility not been devolved. We note that the fiscal framework 
agreement is due to be reviewed next year. The BGA is based on OBR forecasts 
taking in to account outturn figures. You indicated that the average error between 
OBR forecasts and outturn is 3.7% which could represent a funding gap of £130 
million (based on £3 billion of social security spend) before reconciliations take place 
at a later point. This represents a considerable risk for in-year cashflow. The options 
available to the Scottish Government to bridge any funding gap are to access the 
reserve and use borrowing powers. These are not specific to social security and are 
also required to bridge any tax forecast error. The amount of the reserve and the 
extent of borrowing powers are both issues that should be considered in the context 
of the review of the fiscal framework.  

The fiscal framework provides, where both governments agree, that where a policy 
of one government requires the other to increase expenditure, there will be 
reimbursement (policy spill-over). However, we know that policy spill-overs can be 
“direct” or “behavioural”. A specific behavioural example we discussed was a 
campaign in Scotland to increase benefit uptake, including reserved benefits and 
whether that could result in the UK Government making a claim for reimbursement. 
You said this was a possibility and that it could seriously impact on the Scottish block 
grant. 



 
 

The Committee is extremely concerned that this is seen as a possibility. It does not 
appear to be a scenario envisaged when the fiscal framework was agreed. In the 
view of the Committee, any increase in uptake of reserved benefits, proven to have 
arisen solely from a Scottish Government campaign, must not in any circumstances 
give rise to a claim for reimbursement from the UK Government. Using this scenario, 
any increase would be as a result of people, who already had an entitlement (but did 
not claim), then choosing to claim. No new entitlement would be created by the 
campaign. More generally, we discussed the process for how the behavioural effects 
of any policy spillover would be negotiated between the two Governments. You 
advised at present there is no agreement on this and that it is a matter for the joint 
exchequer committee. The Committee agrees that the process for negotiating the 
behavioural effects of policy spillover should be addressed as a matter of urgency 
during the review of the fiscal framework.  

Scottish Fiscal Commission forecasts 
 
As already noted, the Scottish social security budget is set using SFC forecasts. 
Social security spend is significant and demand-led and the Scottish Government will 
be required to manage any variations from forecasts. Reliable forecasts are a crucial 
element of the budget process. There are known factors that increase the risk of 
forecast error in social security, including difficulties in establishing how many people 
are eligible for assistance (particularly disability benefits) and that the Scottish social 
security system is new system.  

This year, for Best Start Grant (BSG), outturn was more than twice the SFC forecast 
due to higher than expected take-up. The financial implications of this forecast error 
were relatively small. Future forecast errors for larger more complex benefits will 
have a much more significant impact. The Committee emphasises the importance of 
effective and regular communications between the Scottish Government and the 
Scottish Fiscal Commission when designing and finalising policy. The Committee 
also seeks assurance about in-year budget management once larger scale benefits 
are in place.  

Scottish Welfare Fund 
 
COSLA has raised the issue of funding for the Scottish Welfare Fund (SWF). It notes 
there has been no increase since its introduction in 2013, a real -terms decrease and 
that the Fund is now under significant pressure due to inflation and rising demand. 
COSLA pointed to recent evidence of some local authorities choosing not to 
advertise the Fund due to lack to resource to cope with resulting demand.  

SWF figures published yesterday show that in 2018/19 the total spend across 
Scotland (the aggregated amount spent by the local authorities who supplemented 
their allocations and those who underspent their allocations) equalled the amount 
allocated by the Scottish Government to the SWF” Fourteen local authorities fully 
spent their allocation and supplemented it and eighteen local authorities underspent. 
 

After taking evidence from third sector organisations, local authorities and the 
Scottish Public Services Ombudsman in 2018 we concluded that additional provision 
should be made for the SWF. The Committee acknowledges that the SWF is not the 



 
 

only way in which the Scottish Government provides financial assistance in this area, 
nevertheless it has no reason to believe that the demand on the SWF has reduced; 
on the contrary we know applications are increasing and acceptance rates are 
decreasing. 

Given the most recent figures and what we are being told about increasing demand, 
the Committee calls on the Scottish Government to work in partnership with COSLA 
to review the operation of the Scottish Welfare Fund across all local authorities in 
Scotland. The purpose of the review should be to assess whether the monies 
allocated to the Fund by the Scottish Government reflects the level of demand 
across all local authorities, whether there is consistency in how decisions about 
applications are made and whether the current distribution formula amongst local 
authorities remains appropriate and reflective of and responsive to local need.  

The Committee looks forward to receiving your response to this letter following 
publication of the budget. At that time, I expect the Committee will be in touch to 
arrange to take further evidence from you. 

Yours sincerely 

 

BOB DORIS MSP 
CONVENER 


