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Finance Committee 
 

14th Meeting, 2015 (Session 4), Wednesday 13 May 2015 
 

Scotland’s Fiscal Framework 
 
Purpose  

1. At its meeting on 4 February, the Committee agreed to undertake an inquiry 
examining the proposals for a fiscal framework set out in Chapter 2 of the 
UK Government command paper: Scotland in the United Kingdom: An enduring 
settlement. 
 
2. The Smith Commission recommended that the “devolution of further 
responsibility for taxation and public spending, including elements of the welfare 
system, should be accompanied by an updated fiscal framework for Scotland, 
consistent with the overall UK fiscal framework.” Chapter 2 of the command paper “is 
intended as the start of a process to develop a suitably robust and coherent 
framework.” 
 
3. The Committee has issued a call for evidence in relation to the inquiry and 
has agreed to take evidence at a number of meetings with a view to reporting before 
the summer recess. All written evidence received is available on the Committee’s 
website. 

Economic and Fiscal Data 

4. Witnesses in a previous evidence session raised the subject of the quality and 
breadth of the economic and fiscal data currently available for Scotland to facilitate 
the generation of fiscal forecasts and projections. 
 
5. At this meeting, the Committee will take evidence in relation to this topic from 
the following Scottish Government officials— 
 

 Gary Gillespie, Chief Economist; 
 

 Mairi Spowage, Head of National Accounts; and 
 

 Simon Fuller, Deputy Director, Office of the Chief Economic Adviser 
 

6. The witnesses have provided a written submission in advance of the meeting 
which is attached. 
 
7. A SPICe Briefing is also attached. 
 
Conclusion 
 
8. The Committee is invited to consider the above. 

Alan Hunter 
Assistant Clerk to the Committee 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/397079/Scotland_EnduringSettlement_acc.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/397079/Scotland_EnduringSettlement_acc.pdf
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/86485.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/88670.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/88670.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/28862.aspx?r=9913
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Written submission from the Scottish Government 
 

Scottish Economic Statistics 
 
Introduction 
 
1. Economic statistics are an essential source of information for policy makers 
and government, parliament and the media, and academics and researchers. The 
National Accounts Unit in the Scottish Government is responsible for producing 
many of the headline figures which feed into the public debate about the Scottish 
economy and its public finances. The unit sits in the Office of the Chief Economic 
Adviser (OCEA).  
 
2. National Accounts are an internationally comparable and consistent set of 
accounts to measure the economic activity of a country. They are produced to 
measure the progress of the economy, to be able to measure impacts of policy 
changes, and to put Scottish economic performance in an international context. One 
of the most used figures from National Accounts is Gross Domestic Product (GDP) 
which combines all output in the economy from firms, households, government and 
non-profit institutions into a single figure (with no double counting). 
 
3. Another high-profile output from National Accounts in Scotland is information 
on Public Sector Finances. The Government Expenditure & Revenue Scotland 
(GERS) publication is produced every March, and provides information on the total 
amount of public sector expenditure on behalf of Scottish residents and the total 
amount of revenue raised in Scotland.   
 
4. In an international context, a limited range of sub-national statistics are 
produced by the ONS for all areas of the UK. Over many years, the Scottish 
Government has developed a range of additional economic statistics to complement 
those published by the ONS that are tailored to the needs of users in Scotland, 
providing both more detailed and more timely (e.g. quarterly) information. As a result, 
a much more comprehensive range of economic statistics are available for Scotland 
than any other part of the UK, and most other sub-national territories in Europe.  
 
5. Whilst there are a wide range of economic statistics available for Scotland, it 
should be noted that there are a number of challenges in producing statistics for 
Scotland that are not met when producing comparable statistics for the UK as a 
whole.  For example, companies are not required to produce accounts for individual 
countries or regions of the UK. This makes it more difficult to measure the level and 
composition of economic activity in Scotland.  The ONS collect data from businesses 
for GB operations under the Statistics of Trade Act, and the SG use data on 
companies with a Scottish presence to compile statistics. The SG also collect some 
information which helps supplement ONS surveys, and data from other government 
departments such as HMRC help us compile our statistics. 
 
6. All of the key products produced on the Scottish economy are classified as 
National Statistics. This means they have been assessed by an independent body, 
the UK Statistics Authority, and found to meet user needs, be well explained and 
readily accessible, produced according to sound methods, and managed impartially 
and objectively in the public interest. 
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7. In this paper, we focus on the statistics produced by the National Accounts 
Unit, which publish the information which describes the Scottish economy. However, 
there are also a large number of other economic statistics published for Scotland 
including on the Labour Market, Income and Poverty, and Trade. The main 
publication on Trade is the Global Connections Survey, which provides statistics on 
Scottish exports to the rest of the UK and rest of world.  
  
History of Scottish National Accounts 
 
8. Prior to 2008, the Scottish National Accounts Unit’s priority was to produce 
mostly short-term indicators to give policy makers, government, parliament and the 
media some idea of short-term economic performance. This meant a focus on GDP 
growth and its component series. The index of production, index of services and 
index of manufactured exports were the first outputs produced and were followed by 
a composite index of GDP.  
 
9. Periodically, Input-Output (I-O) and Supply-Use tables were also produced 
which provide detailed snapshots of the composition and size of the Scottish 
economy for single years. In simple terms these provide an overall measure of the 
value of the economy in cash terms, rather than measuring growth, allowing all 
different data sources to be reconciled. 
 
10. In 2008, the Scottish National Accounts Project (SNAP) was launched with 
the aim of moving towards having a full set of National Accounts for Scotland. Many 
of the project’s aims have been significantly advanced over the past few years, with 
a number of new products being created, including many of those summarised 
below. The Project has evolved into an on-going Programme, and every year will 
result in more progress on the breadth, depth and quality of statistics on the Scottish 
economy. 
 
Current Scottish Government Publications 
 
11. The Scottish Government now has a fully integrated system of National 
Accounts, based around the Supply and Use tables. This approach ensures that 
there is coherence between all our products for balanced years. A summary of all 
publications can be found in Annex A.  
 
12. Gross Domestic Product is our most high profile quarterly output. It shows 
how the economy has grown over the previous quarter, using pure volume measures 
or turnover adjusted for inflation. It is directly comparable to the statistics for UK GDP 
growth published by the ONS. 
 
13. We produce two quarterly outputs on specific sectors of the economy. The 
Index of Manufactured Exports provides quarterly real terms movements for 
exports from manufacturing industry to the rest of the world. We also produce the 
Retail Sales Index for Scotland, which measures the performance of the retail 
sector of the Scottish economy. These products both rely on the same core data – 
the Monthly Business Survey – used for turnover in GDP estimation. 
 
14. The Input-Output and Supply Use tables at the very aggregate level 
produce the weight of each sector in the economy in each year. The Input Output 
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tables support many other systems in the wider Scottish Government.  It forms the 
basis of many of  the economic models and impact assessments undertaken by the 
Scottish Government, and is also used to produce the carbon analysis which is 
published alongside the Scottish Government’s Budget.  
 
15. The National Accounts Unit also publishes the Quarterly National Accounts 
Scotland (QNAS).  This was initially published in 2010 and has now become an 
established National Statistics product. 
 
16. This publication contains a range of detailed indicators of Scotland’s 
economic performance including: 
 

 GDP (E) and its components 
 Quarterly Revenue Estimates 
 Household Savings Ratio 
 Onshore Balance of Trade 
 GDP deflators 

 
17. Work also continues to expand the suite of economic statistics produced for 
Scotland.  In November 2013, we produced the first estimates of Scotland’s Gross 
National Income for 2010. Conceptually this is different from GDP, as it seeks to 
measure income earned by Scottish residents, rather what is produced in Scotland. 
Estimating the income flows for Scotland is necessarily more challenging than 
measuring what is produced.  
 
18. In addition, we are now publishing quarterly oil and gas statistics with 
estimates of production, operating costs and sales revenue. This allows estimates of 
trade flows between onshore and offshore Scotland which allows the calculation of 
an overall balance of trade.  
 
19. Finally, there is our Public Sector Finances publication, Government 
Expenditure and Revenue Scotland (GERS). GERS estimates the contribution of 
revenue raised in Scotland towards the goods and services provided for the benefit 
of the people of Scotland under the current constitutional arrangement. GERS 
provides the estimates of Scotland’s overall fiscal position, the net fiscal balance, 
which is the estimate in the publication which receives the most attention. It therefore 
also provides a measure of how Scotland contributes to the overall UK net borrowing 
position.  It also provides detailed analysis of the North Sea and how in contributes 
to public sector finances in Scotland. 
 
Future Plans for Scottish National Accounts 
 
20. The Scottish Government continuously seeks to expand and improve the 
economic statistics that it publishes.  This work is done in close consultation with the 
users of our statistics.  One of our main routes for consultation is the Scottish 
Economic Statistics Consultation Group (SESCG), which is made up of key users of 
Scottish Economic Statistics. We hold an annual planning meeting with the group 
each year to discuss our plans and get feedback. In addition, we form sub-groups to 
discuss specific issues and to quality assure specific products.  
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21. Over the past six months, the whole unit focussed on changing the Scottish 
National Accounts System to the European System of Accounts 2010 (ESA 2010), 
which has been an essential piece of work to ensure our statistics are internationally 
comparable.  GDP on this new basis was published on 15th April 2015. 
 
22. The plans discussed with SESCG in March 2015 include: 

 A review of the timeliness and data sources for key outputs, such as GDP and 
Public Sector Finances, to look at whether timeliness can be improved; 

 An investigation of the linkages between the onshore and offshore economy 
as part of the developments of our 2013 Supply Use Tables; 

 Further development of our Oil and Gas Statistics Publication, of Statistics on 
Productivity, and GNI for more years (following the UK implementing further 
ESA changes in this year’s UK accounts) 

 Investigation of Trade and Capital Investment Data 
 
23. As is good practice, all of these developments will happen alongside continual 
engagement with users. 
 
Fiscal and Economic Modelling 
 
24. Our Fiscal and Economic Modelling Unit have two key models for 
investigating the impact of policy changes and shocks to the Scottish economy. The 
first of these is the Computable General Equilibrium (CGE) Model.  The model has 
been developed in conjunction with Strathclyde University and uses the Input-Output 
tables and the National Accounts as its primary data sources, complemented by a 
range of other data on taxes, income and expenditure. This ensures that the model 
closely reflects the actual structure of the Scottish economy. CGE models take into 
account the inter-dependencies between different sectors, agents and markets in the 
economy and can therefore help analyse the wider economic impact of policies and 
sometimes reveal their indirect or unintended effects.  

 
25. The second model is a macro forecasting model, which is currently being 
developed in conjunction with the National Institute for Economic and Social 
Research (NIESR).  It is an econometrically estimated macroeconomic model 
covering every economy in the world. Scotland is individually identified, separate to 
the UK, but with appropriate tax, trade and monetary linkages to the rest of the UK, 
Europe and the rest of the World.  Based on quarterly time series data, using 
Scottish National Accounts data, the model, when completed, will be able to produce 
detailed forecasts and simulations of the Scottish economy.  

 
26. The Scottish Government also has a number of bespoke models to analyse 
specific areas of economic interest such as forecasting receipts of the newly 
devolved taxes, LBTT and Landfill Tax, as well as models examining the 
distributional effects of changes to taxation and benefits policy on individuals and 
families in Scotland. 
 
Office of the Chief Economic Advisor 
May 2015 
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Publication Contents Frequency Status 
Gross Domestic Product 
for Scotland 

GDP growth for the overall Scottish economy with breakdowns to service, 
production and construction industries. Quarterly data from 1998 
onwards. 

Quarterly National 
Statistic 

Index of Manufactured 
Exports 

Growth in International Exports of manufactured goods from Scotland, 
broken down by manufacturing subsector. Publication includes quarterly 
data from 2007 onwards 

Quarterly National 
Statistic 

Retail Sales Index for 
Scotland 

Growth breakdown of retail turnover in current and constant prices. 
Breakdown to large and small & medium firms available. Data from 2007 
onwards included in publication 

Quarterly National 
Statistic 

Government Expenditure 
and Revenue Scotland 

Estimates of total revenue raised in Scotland and Expenditure undertaken 
on behalf of Scottish residents. Includes derived net fiscal balance 
statistics. Breakdowns of Revenue by type and expenditure by function.  

Annual National 
Statistics 

Quarterly National 
Accounts Scotland 

Scottish National Accounts Project Statistics including: GDP estimates 
from output, income, and expenditure approaches; estimates of UK North 
Sea activity attributable to Scotland; household sector accounts; and 
public sector revenues. Tables include statistics for 1998 onwards 

Quarterly National 
Statistic 

Input output tables and 
multipliers for Scotland 

Supply tables estimating output differentiated by product of Scottish 
economy differentiated by industry.  Use tables estimates input by product 
of Scottish economy by industry. They detail the relationship between 
producers and consumers and the interdependencies of industries. Data 
available for 10 years up to and including latest year. 

Annual Official 
Statistics 
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Agenda item 1 

 

  

7 May 2015 

Finance Committee 

Scottish Economic Data 

Background 
Scotland is relatively well served by economic statistics compared to other 
subnational areas across Europe, especially when compared to the other UK 
countries.  The Office for National Statistics (ONS) produce a limited range of 
regional accounts data required on a statutory basis by the EU. 

The Scottish Government has developed a range of additional statistics to further 
meet user needs.  In particular, the Scottish Government’s Scottish National 
Accounts Programme (SNAP) is an ambitious project to develop a wider range of 
economic statistics to produce a coherent and robust picture of the national 
economy. 

However, a number of important pieces of economic data are either incomplete or 
missing.  In many cases these statistics are conceptually difficult to define for a sub-
national area, and there is little international precedent to follow. 

This missing data limits our understanding of how Scotland’s economy works.  It is 
also limits the potential for building economic models to simulate and forecast policy 
scenarios. 

Lower quality or missing data for general economic modelling 
In their Scottish Quarterly National Accounts user guide the Scottish Government 
assesses the relative quality of each component in the statistics (rated from A to D).  
A number of indicators were identified as poor quality (rated D) or fair quality from 
indirect or proxy estimates (rated C), the SNAP development programme continues 
to work on improvements in these areas.  A selection of these indicators is detailed 
below: 

Tourism expenditure 

This is based on a relatively small sample of data from the International Passenger 
Survey to estimate tourism expenditure in Scotland and assumptions are made on 
the value of tourism from the rest of the UK. 

Imports 

Trade into and out of Scotland is difficult to measure, particularly trade with the rest 
of the UK.  Some data on overseas exports from Scotland is collected by HMRC & 

http://www.gov.scot/Topics/Statistics/Browse/Economy/SNAP
http://www.gov.scot/Topics/Statistics/Browse/Economy/SNAP
http://www.gov.scot/Topics/Statistics/Browse/Economy/SNAP/docs/SNAPQNAuserguide
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ONS, the Scottish Government’s Global Connections Survey provides estimates of 
exports overseas and to the rest of the UK. 

Estimates of imports rely strongly on account balancing.  An overall figure for GDP is 
known from other sources, and by estimating all other parts of GDP (consumer 
spending, investment, government spending and exports) the remaining difference is 
assumed to be imports (deducted from the other GDP components to give GDP). 

Capital investment (and capital stock) 

Data on capital investment from the public sector is reasonable; private sector capital 
formation is a modelled estimate based on the profits of industries and the historical 
tendencies of industries to reinvest these profits.  The Scottish Government are 
investigating additional data collection from businesses and re-use of ONS data to 
improve investment statistics. 

In addition to the indicators outlined above there are additional areas where users 
have raised concerns about current data or its usage. 

Prices 

Changes in the price of goods and services will influence indicators such as 
economic growth.  Stripping out the effect of price changes (inflation) allows a better 
understanding of real economic growth based on constant prices.  

The price of goods and services are measured in detail at UK level, and used in the 
production of economic statistics for Scotland.  However, there is no subnational 
element to price statistics, meaning that changes in the price of goods are assumed 
to be uniform across different parts of the UK. 

The ONS produced a single year estimate of the differences in regional consumer 
price levels for 2010 including Scotland but there is no consistent time series of data 
available for Scotland. 

It has been suggested that Scottish economic statistics in real terms could be 
improved if more data was available for detailed prices in Scotland, rather than using 
UK-wide prices.  Fiscal Affairs Scotland in its recent review of GDP, suggested a 
Scottish Consumer Price Index (CPI) could be different to the UK version and worth 
collecting separately. 

GDP Deflators 

A GDP deflator represents the average price of all goods and services bought by 
households, business and government.  It is widely used to adjust a range of data 
including government spending and taxes from current prices into constant prices by 
applying the GDP deflator. 

GVA deflators for Scotland are available in the Quarterly National Accounts, and can 
also be derived from the ONS experimental series of Gross Value Added (GVA) in 
current and constant prices. 

http://www.gov.scot/Topics/Statistics/Browse/Economy/Exports/GCSIntroduction
http://www.ons.gov.uk/ons/rel/cpi/regional-consumer-price-levels/2010/index.html
http://www.ons.gov.uk/ons/rel/cpi/regional-consumer-price-levels/2010/index.html
http://fiscalaffairsscotland.co.uk/
http://fiscalaffairsscotland.co.uk/
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These sources indicate that average prices across the Scottish economy are not the 
same as across the UK as a whole. These differences could be due to actual price 
differences, or predominantly because of the distinct industry structure in Scotland. 

North Sea 

The Scottish Government publishes a number of sources of data on the North Sea 
including GDP in the Quarterly National Accounts and a series of Quarterly Oil and 
Gas Statistics including production, operating and capital costs and trade data 
(SNAP Oil and Gas Statistics). 

There is little information available showing how the onshore economy of Scotland 
interacts with the North Sea.  The last comprehensive study of the relationship 
between Scotland and the North Sea was published in 1994 (Scottish Office) in the 
1989 Input-Output tables.   

A more complete picture of Scotland’s onshore and offshore economy may allow a 
better measure of Scottish GDP including the North Sea.  The Scottish Government 
convened an economic statistics group on oil and gas last year to address this issue. 

Gross National Income  

Gross Domestic Product (GDP) measures the value of goods and services produced 
in Scotland.  As outlined in Scotland’s Economic Strategy the share of GDP 
accounted for by wages has declined over the last 30 years.  The remaining share is 
mainly accounted for by gross operating surplus (including the operating profits of 
companies). 

Gross National Income (GNI) is linked to GDP but takes into account profits made in 
Scotland that are repatriated to overseas owners.  The GNI measure also includes 
profits from abroad that are repatriated to owners in Scotland. 

GNI is conceptually difficult to define and measure for subnational areas, and is 
therefore a challenge for Scotland.  Any estimate requires considerable modelling to 
break down UK level results.  There is good data on the household sector, but 
estimates for the corporate and government sectors are less clearly defined. 

Data for Scotland’s balance of payments is limited and particularly challenging to 
measure the flows of profits and dividends into and out of Scotland.  The Scottish 
Government has published initial results for GNI for one year and outlined where 
further data is needed. 

Gross Domestic Product 

The indicators outlined above highlight areas where users have raised concerns 
about current data or its usage.  In addition, the Scottish Government provides a 
note on key quality issues in the quarterly GDP statistical bulletin.  Scotland is 
relatively well served by measures of GDP (and GVA) when compared to the other 
UK countries. 

http://www.gov.scot/Topics/Statistics/Browse/Economy/SNAP/expstats/oilandgas
http://www.gov.scot/Resource/0047/00472389.pdf
http://www.gov.scot/Topics/Statistics/Browse/Economy/SNAP/expstats/aggregates/GNI
http://www.gov.scot/Resource/0047/00475168.pdf
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Scottish GDP estimates are generally less reliable than the equivalent estimates for 
the UK, primarily because the UK figures are produced by balancing three 
independent sets of GDP estimates (based on output, income and expenditure). 

Survey data for Scotland, used to estimate GDP, tend to be based on smaller 
numbers making figures for Scotland more likely to be subject to statistical variance.  
In the current economic climate, the variability in the economy is increased. 

Taxes and spending 
The most comprehensive set of data on taxes and spending in Scotland is shown in 
the Government Expenditure and Revenue Scotland (GERS).  Some indicators (both 
taxes and spending) for Scotland are based on shares of the equivalent UK figures. 

For example, the GERS estimate of onshore corporation tax receipts is based on 
corporation tax receipts for the UK.  A share is allocated to Scotland based on profits 
in the Scottish economy relative to those for the UK as a whole (measured from 
estimates published in the ONS regional accounts). 

As taxes are devolved (and collected) the data available to analyse and forecast 
taxes will improve significantly.  For example, Land and Buildings Transaction Tax 
(LBTT) and Scottish Landfill Tax (SLfT) data will be published by Revenue Scotland. 

Regarding the proposal to assign half of VAT “raised in Scotland” it is unclear as to 
how this will be calculated. This will be agreed between the Scottish and UK 
governments.  GERS contains an estimate of VAT receipts based on Scotland’s 
share of UK household spending (for VAT receipts from households) and GVA (for 
business VAT receipts). 

General issues 
Most economic data for Scotland is available ahead of other parts of the UK and in 
more detail.  However, key indicators such as GDP growth are only available several 
months after the UK and most other European countries. This is largely because 
data for Scottish GDP is not collected using the same statutory powers that EU 
member states have available. 

EU member states compile quarterly GDP on a statutory basis to a deadline, 
whereas for Scotland there is no such legal enablement to collect data in a similarly 
timely manner. 

There is a substantial amount of business data drawn from the Inter-Departmental 
Business Register (IDBR) that remains relatively unexplored.  There is potential to 
link business data from the IDBR to current and newly devolved taxes. 

Most economic statistics published by the Scottish Government, including GDP, are 
published by the ONS for the UK.  The UK Statistics Authority (UKSA) has oversight 
of the ONS and provides independent scrutiny of all official statistics produced in the 
UK (including those produced by the Scottish Government).  The UKSA’s review of 
pre-release access provides some examples of the challenges and differences in 
publishing official statistics for Scotland and the UK. 

http://www.gov.scot/Topics/Statistics/Browse/Economy/GERS
https://www.revenue.scot/
http://www.statisticsauthority.gov.uk/
http://www.statisticsauthority.gov.uk/about-the-authority/uk-statistical-system/legislation/pre-release-access/index.html
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The Scottish Government used two different models to forecast revenues from LBTT 
and SLfT.  The Office for Budget Responsibility (OBR) also uses a number of 
different models to forecast different types of tax receipts.  Even if a broader and 
timelier range of economic data were available for Scotland it is likely a number of 
different models would be needed to forecast taxes for Scotland. 

Statistics feed into modelling but models require judgement by economists in their 
design and operation.  With regards to the additional modelling of newly devolved 
taxes (or the economy) it is important to understand the role of judgement, 
assumptions and the evidence on which they are based. 

 

Richard Marsh 

SPICe Research 

08 May 2015 

 

Note: Committee briefing papers are provided by SPICe for the use of Scottish 
Parliament committees and clerking staff.  They provide focused information or 
respond to specific questions or areas of interest to committees and are not 
intended to offer comprehensive coverage of a subject area. 

 

 
 

http://budgetresponsibility.org.uk/
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Finance Committee 
 

14th Meeting, 2015 (Session 4), Wednesday 13 May 2015 
 

Scotland’s Fiscal Framework 
 
Purpose  

1. At its meeting on 4 February, the Committee agreed to undertake an inquiry 
examining the proposals for a fiscal framework set out in Chapter 2 of the 
UK Government command paper: Scotland in the United Kingdom: An enduring 
settlement. 
 
2. The Smith Commission recommended that the “devolution of further 
responsibility for taxation and public spending, including elements of the welfare 
system, should be accompanied by an updated fiscal framework for Scotland, 
consistent with the overall UK fiscal framework.” Chapter 2 of the command paper “is 
intended as the start of a process to develop a suitably robust and coherent 
framework.” 
 
3. The Committee has issued a call for evidence in relation to the inquiry and 
has agreed to take evidence at a number of meetings with a view to reporting before 
the summer recess. All written evidence received is available on the Committee’s 
website. 
 
4. At this meeting, the Committee will take evidence from the following 
witnesses— 
 

 Charlotte Barbour, Head of Taxation, ICAS; 
 

 Alan Bermingham, Policy and Technical Manager, CIPFA; and 
 

 Patrick Stevens, Tax Policy Director, Chartered Institute of Taxation 
 
5. The witnesses have provided written submissions in advance of the meeting 
which are attached. 
 
Conclusion 
 
6. The Committee is invited to consider the above. 

  
 

Alan Hunter 
Assistant Clerk to the Committee 

  

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/397079/Scotland_EnduringSettlement_acc.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/397079/Scotland_EnduringSettlement_acc.pdf
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/86485.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/88670.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/88670.aspx
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WRITTEN SUBMISSION FROM THE INSTITUTE OF CHARTERED 
ACCOUNTANTS SCOTLAND 

 
General comments 
 
1. ICAS welcomes the opportunity to give evidence to the Finance Committee 

regarding Scotland’s fiscal framework as proposed in chapter 2 of the paper 
‘Scotland in the United Kingdom: An enduring settlement’ issued by HM 
Government in January 2015. 
  

2. Our evidence is restricted to ICAS areas of specific expertise, which are tax and 
borrowing for preventative spending. 

 
3. The draft tax clauses in the paper ‘Scotland in the UK: an enduring settlement’ 

will, in general terms, achieve their objectives of devolving certain powers and 
taxes. However, questions and issues arise about the related non-statutory 
material and processes, such as how the consequential block grant adjustments 
will be calculated. It is still not yet clear how “no detriment” will be interpreted but 
useful discussion is taking place on potentially differing expectations.  The 
resolution of these points will have an impact on whether the devolved taxes 
achieve their aims of greater accountability between the Scottish 
parliamentarians and their electorate. 

 
4. Part of the fiscal framework is the ability to raise revenues and the overall result 

of the Scotland Act 2012 and the Smith Commission’s recommendations on 
devolving taxes further will be: 
 

 Three, or more, implementation dates for new tax powers in Scotland: 
 

o 1 April 2015 for Land and Buildings Transaction Tax and for Scottish 
Landfill Tax 

o 6 April 2016 for Scottish Rate of Income Tax  
o A date(s) in the future for the Smith recommendations to extend the 

income tax rates and bands; to devolve Air Passenger Duty and 
Aggregates Levy; and the assignment of VAT, and 

 

 Three different levels and/or types of devolution: 
 

o Full devolution - Land and Buildings Transaction Tax , Scottish Landfill 
Tax, Aggregates Levy and Air Passenger Duty 

o Partial devolution - Income Tax rates and bands  
o Assignment – a proportion of VAT receipts 
 

5. In public usage the phrases “Scottish taxes” or “devolved taxes” tend to 
encompass different types of devolution and varying amounts of responsibilities, 
and can lack precision. The nature of the powers over income tax are 
fundamentally different from those devolved by, for example, Land and Buildings 
Transaction Tax.  There is great scope for confusion in public understanding; 
hence fairness and transparency may take time in being achieved for the public 
at large. 
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6. Future tax policy will both support, and be determined by, decisions on elements 

of the fiscal framework, at both the UK and Scottish levels.  Consideration of any 
fiscal framework, therefore, should allow for a number of influences. First, there 
needs to be recognition that the different components in the UK tax system are 
intricately intertwined; income tax and capital gains tax provisions for example 
are often designed to be complementary. Secondly, tax outcomes are subject to 
the behavioural response of taxpayers.  As a result, the impact of tax changes, 
and the amounts to be collected, can be difficult to assess in isolation, and 
require sophisticated and informed scenario analysis. 
 

7. Different structures and tax competition may affect tax rates, as has already 
happened for example when Stamp Duty Land Tax (SDLT) structure and rates 
were changed in December 2014 and Land and Buildings Transactions Tax 
(LBTT) rates subsequently changed. This resulted in: 
 

 Less tax being raised at a UK level 

 A lower block grant adjustment 

 Greater differences in tax outcomes;  leading to a debate on whether a 
particular outcome is tax competition or might be a part of the ‘no detriment’ 
analysis 

 Behavioural impacts by taxpayers, for example, a lower level of sales in the 
upper end of the property market and possibly more activity at the lower end 
of the property market. 
 

8. Care will need to be taken so that plans in the Scottish Government are 
developed to deliver the financial analysis necessary to support policy decisions. 
The Government needs to work out how much tax it will really raise, at the 
different rates of tax, in order to support its decision making.  Investment in data 
gathering and financial modelling mechanisms will be required.  

 
9. With three types of tax devolution proposed, as described at point 6 above, it 

should be noted that there are fundamental differences between them in both 
political and administrative responsibilities.  Partially devolved income tax powers 
will potentially result in greatest complications in the fiscal framework.  Political 
responsibility will be split between the UK and Scottish Parliaments. The UK 
Parliament will be responsible for the tax base (what is considered to be income, 
and how it is measured) and the Scottish Parliament is responsible for the rates 
and the bands (how much is assessed for collection).  Administrative 
responsibility will remain with HMRC, for which the Scottish Government will pay 
any additional costs of collection. Joint responsibilities may make the detail and 
financial costs of ‘no detriment’ more difficult to identify clearly. 

 
10. When some elements are devolved such as income tax on non-savings income, 

this may open the way to greater complexity, wider differentials and increased 
attempts at planning to avoid increased tax costs. For example, if income tax 
rates in Scotland were to increase, then those in family businesses may reduce 
their salary and increase their dividend payments. This would have two 
consequences, being (i) a reduction in the overall tax payable, and (ii) a swing 
from income tax to dividends would mean a decrease in Scottish income tax 
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revenue and an increase in tax on dividends in the rest of the UK receipts. There 
could also be a question of whether this would impact on ‘no detriment’ 
calculations. 
 

11. VAT remains the responsibility of the EU (in terms of defining the tax base), and 
the UK Parliament (in setting the tax rates), with administration and collection by 
HMRC. How accountability to the Scottish Parliament is arrived at through 
assignment has yet to be decided, and is not determined or directed in the draft 
tax clauses.   Considerable analytical and statistical work will be required if there 
is to be an amount that can be identified which truly reflects the VAT attributable 
to Scotland and will in future reflect any changes in the Scottish economy.  
   

12. Questions include how the VAT statistics are to be arrived at for Scotland; and 
will this be based on production and value added basis, or on a consumption 
basis?  To illustrate the potential differences consider the following possibilities: 
 

a. Production based – products and services have output tax charged at each 
stage when value is added in the economic chain, and credit is given for this 
as input tax, until the sale is made to the final consumer. Within the UK, where 
there is considerable trade between Scotland and the rest of the UK it may be 
difficult to pinpoint which elements of output VAT, less which elements of 
input VAT, might constitute ‘Scottish VAT’, or 

b. Consumption based – the VAT paid when goods and services are sold to a 
final consumer in Scotland could form a measure but it would not necessarily 
reflect the productivity or the success of the Scottish economy: much of the 
underlying work in the goods and services might have been done outwith 
Scotland or vice versa with Scottish products being sold outside Scotland. 

 
13. VAT is collected by traders; however, the location of a trader may not reflect 

where the trade is conducted. For example, a high street chain will probably have 
one office where the VAT return is collated for all shops across the UK. Also, 
many larger groups may have a single group registration for VAT.   There is no 
clear, obvious basis that offers fairness and transparency; and that can take 
account of economic activity and policy in Scotland.     Any decision on the 
calculation of the VAT assignment then also needs to be informed how the “no 
detriment” principle will be applied to VAT assignments.   
 

14. It will be important to determine what independent oversight might be given to the 
operation and maintenance of the agreements and output of the “no detriment” 
principle.   This might be by the Office for Budget Responsibility, the Scottish 
Fiscal Commission, or both, or if wider tax devolution within the UK is proposed, 
possibly another entity. 
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Specific questions 
 
1. What needs to be included within a revised funding framework for Scotland 

and how do we ensure that it is fair, transparent, effective and mechanical 
rather than requiring regular negotiations? 
 
Taxes, and the revenue that they raise, will be one element of the revised funding 
framework and if the framework is to be fair, transparent and effective there 
needs to be a clear understanding of the component parts. The various ‘Scottish 
taxes’ are different, with some fully devolved, income tax partially devolved, and 
VAT assigned. However, as discussed above, this means that their nature and 
impact on the Barnett adjustments may differ.  
 
Ensuring fairness and effective mechanical measures involves significant 
analytical and statistical input. Fairness may require more detailed calibration of 
different balancing elements in the Barnett formula adjustments, but the greater 
the analytical detail and complexity of arithmetical tax adjustments the more this 
is likely to reduce transparency. A balance needs to be found between these 
conflicting aims.   
 

2. What fiscal rules should be applied in order to ensure fiscal responsibility 
and debt sustainability? 
 
We have no comments in relation to this question.  
 

3. What mechanisms are required to ensure the transparency and effective 
scrutiny of how the block grant is calculated including the operation of the 
Barnett formula? 
 
We question whether there is currently transparency or understanding of the 
principles of the block grant allocation or the Barnett formula.   Better information 
on this starting point will assist understanding of the adjustments to reflect tax 
devolution. 
 
The mechanisms that are required will need to find a balance between a broad-
based approach and a detailed approach. With a broad, principles-based 
approach it should be easier to conclude that the result should give the desired 
outcome.  However given the starting point is at a detailed level, a methodology 
of working through specific examples and illustrations will be required to ensure 
proper alignment with the principles based proposals aimed at ensuring the 
desired ‘no detriment’ outcome.  To have effective mechanisms will require 
analysis, relevant statistics, and resourcing to undertake the work.   
 

4. What mechanisms are required to ensure the transparency and effective 
scrutiny of adjustments to the block grant to reflect the tax revenues 
foregone by the UK Government? 
 
Matters to be considered are discussed at 3 and in the general comments above.  
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5. What mechanisms are required to ensure the effective working of the “no 
detriment” principle? 
 
Before deciding upon the mechanisms, there needs to be agreement as to what 
might constitute “no detriment”. In plenty discussions on this topic, there has 
been a lack of consensus of what might be detrimental and therefore should be 
taken into account in rebalancing adjustments, and what might simply be tax 
competition and might be part of the rationale for devolving a particular tax 
power.  
 
Because taxes are used to deliver a wide ranging number of policies, such as to 
raise money, and to encourage certain behaviours, for example recycling with 
Scottish Landfill Tax, it may be difficult to disentangle the “no detriment” element 
that one would expect to analyse and calculate purely in monetary, tax raising 
terms.  
 
This can be further affected by the contradictory policy aims of using potential tax 
savings, for example in UK taxes offering ISAs or capital allowances to 
encourage certain behaviours, but which can then be castigated as tax 
avoidance. Isolating what constitutes “no detriment” from such a range of policy 
aims will require considerable care. 
Once such points are addressed and agreed, it may then be easier to identify the 
appropriate mechanisms with which to calculate and give effect to the ‘no 
detriment’ principle.  Agreeing the appropriate adjustments at the outset will be 
one task, however the subsequent adjustments for later years are likely to be 
increasingly difficult to determine. 
 

6. What additional borrowing powers for current spending and for capital 
spending should the Scottish Government have? 
 
In our evidence to the Smith Commission and in previous evidence to the 
Finance Committee we have recommended that the Scottish Government should 
have additional revenue borrowing powers to fund preventative spending. 

 
We are approaching this recommendation from the perspective that additional 
monies are needed to shift the balance between crisis spending on public 
services to preventative spending in order to achieve savings. 

 
During this extended period of public spending restraint and increasing demand 
for public services, we support the development and roll out of arrangements 
which support a preventative spend agenda to achieve better outcomes for 
communities over the longer term.  However, if transformational change is to take 
place within our public services, we believe that further revenue borrowing 
powers are needed. 

 
At present Scottish local authorities can borrow to fund capital within the bounds 
of the Prudential Code and the Scotland Act 2012 gives limited borrowing powers 
over capital and revenue which will be extended further following the 
implementation of the Smith Commission recommendations.  Neither the Smith 
Commission report nor HM Government’s ‘Scotland in the United Kingdom: An 
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enduring settlement’ refer to preventative spending and their commentaries on 
borrowing powers, in our view, could not be interpreted as permitting revenue 
borrowing to fund the revenue aspects of preventative spend. 

 
Borrowing for capital projects has always been viewed as preferable to borrowing 
to fund revenue expenditure on public services due to the benefits accrued from 
capital expenditure being spread over more than one financial year.  A key 
overarching objective of preventative spending initiatives is to reduce demand for 
public services and create future savings.  Therefore, preventative spending, like 
capital spending, is about investing in the future.  We believe this provides clear 
justification for the extension of the Scottish Government’s revenue borrowing 
powers to fund preventative spend initiatives within prescribed limits. 

 
Charities are major providers of public services and we believe that there is 
knowledge and experience within this sector which is vital to the success of 
preventative spending approaches.  While there are a number of barriers to 
taking forward preventative spend initiatives, some of which could be overcome 
within the existing devolved arrangements, we believe that further revenue 
borrowing powers need to be devolved to support a shift away from crisis spend. 

 
The debt financing of charities by government is a potential model for providing 
working capital to charities for preventative spend initiatives.  However, debt 
financing, where interest is charged below commercial rates, has the potential to 
be caught by the EU State Aid rules.  The State Aid rules were created to 
promote competition and control state subsidy levels so as to maintain a level 
playing field across Europe.   
 
In practice, this means that government funding such as grants to a small 
enterprise, the creation of targeted tax reliefs to stimulate economic growth or 
investing in a framework to facilitate a move towards more preventative spending 
could be classed as ‘State Aid’ if certain criteria and tests are met.  State Aid is a 
reserved matter: the UK Government can and does apply for exemptions when a 
case exists to boost growth and address areas of market failure.  The Scottish 
Government’s State Aid Unit offers advice to the Scottish public sector on 
proposed public funding or assistance and compliance with the European 
Commission’s State Aid rules.  It pursues Scottish interests in respect of State 
Aid, acting as the Scottish interface on State Aid with the UK Government’s 
Department for Business, Innovation and Skills. 
 

7. What fiscal rules should be applied to these additional borrowing powers? 
 
Our response approaches the question on extending borrowing powers from the 
perspective of removing barriers to preventative spending which in turn has the 
potential to transform public services, improve lives and make savings. 

 
Preventative spending does not guarantee success and therefore there are risks 
attached to it.  Nevertheless, we believe that it is appropriate for the Scottish 
Government to be able to borrow to fund the revenue aspects of preventative 
spend initiatives, within an overall prescribed cash limit, where there is a realistic 
prospect of achieving savings.  The resultant savings could reduce public 



FI/S4/15/14/2 

spending in the long-term or free up resources which could be re-deployed 
elsewhere in the public services. 

 
In addition to placing an overall cash limit on the amount the Scottish 
Government can borrow for preventative spending initiatives, we would envisage 
that borrowings would need to be repaid within a specified period of time and that 
governance arrangements would include measures to ensure that borrowings 
could not be used to fund recurrent revenue expenditure. 

 
Borrowing must be affordable, sustainable and prudent and should be shared 
proportionately with future generations.  Therefore, borrowing powers, in the 
context of the fiscal framework must be structured with these principles in mind 
whether these are exercised to fund shortfalls in taxation revenue or investment 
in assets or for preventative spending. 
 

8. How should inter-governmental machinery including the Joint Exchequer 
Committee be strengthened and made more transparent? 
 
Inter-governmental machinery requires a delicate balancing act, which ultimately 
must rest upon respect, trust and common interests. The machinery needs to be 
designed in order to facilitate the sharing of powers between different 
governments, and made strong enough to be effective but without taking on the 
powers themselves (intentionally or otherwise). It is also the case that these joint 
institutions can be caught in the middle, thereby becoming ineffective. As a result, 
inter-governmental machinery needs to operate under memorandums of 
understanding that are principles-based to provide clarity and transparency. They 
are also best served with appointments who understand both governments and 
who can establish the common interests, aims and objectives.  
 
Intergovernmental relations would also be strengthened if there was an Office of 
the Regions, or similar, so that the devolving of powers, for example to Scotland, 
Northern Ireland and Wales, could be coordinated and also so that individual 
devolved authorities may learn from sharing experiences in a formal, coordinated 
forum. 
 
At present, it would appear as though a significant number of governmental 
bodies and parliamentary committees, at both Westminster and Holyrood, are 
conducting work on aspects of the Smith implementation. However, from our 
perspective it would appear at times their respective workloads are overlapping 
and some efforts to coordinate this should be considered. 
 

9. What mechanisms should there be for reviewing the Statement of Funding 
Policy? 
 
We have no comments in relation to this question.  
 

10. What should be the role and remit of an enhanced Scottish Fiscal 
Commission and who should be responsible for generating the economic 
and fiscal forecasts? 
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It is noted that the Scottish Government has put forward its proposals for an 
enhanced Scottish Fiscal Commission in its consultation on this topic, issued in 
March 2015; and that the proposed role is expected to evolve and grow as further 
powers are devolved, following the implementation of both the Scotland Act 2012, 
and the Smith recommendations. No doubt, its role may also be developed by the 
deliberations of this inquiry and others.  
 
ICAS will be submitting a separate submission to this consultation. 
It is key that the Scottish Fiscal Commission is independent and impartial, and 
the Smith Commission Report highlights the need for independent fiscal scrutiny.  
It may be beneficial to have the Commission on a statutory basis, but its 
independence is not necessarily obvious if it is a part of the Scottish 
Administration, and when one of its proposed functions is to prepare such reports 
as Scottish Ministers may require.  
 
Its role should be as an independent examiner of the forecasts, budgeting and 
fiscal statistics.  
 

11. What lessons can we learn from the experience of other fiscal federations? 
 

We have no comments in relation to this question.  
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CIPFA, the Chartered Institute of Public Finance and Accountancy, is the 

professional body for people in public finance.  CIPFA shows the way in public finance 

globally, standing up for sound public financial management and good governance 

around the world as the leading commentator on managing and accounting for public 

money. 

  

 

Further information about CIPFA can be obtained at www.cipfa.org  

 

Any questions arising from this submission should be directed to: 

 

Don Peebles 

Head of CIPFA Scotland 

CIPFA in Scotland 

Level 3 Suite D 

160 Dundee Street 

Edinburgh 

EH11 1DQ 

Tel: +44 (0)131 221 8653 

Email: don.peebles@cipfa.org 

 

Alan Bermingham 

Policy and Technical Manager 

(UK Devolved Regions and Ireland) 

3rd Floor, Lesley Exchange 2 

22 East Bridge Street 

Belfast 

BT1 3NR 

Tel: +44 (0)2890 266 1653 

Email: alan.bermingham@cipfa.org 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

FI/S4/15/14/2

http://www.cipfa.org/
mailto:don.peebles@cipfa.org
mailto:alan.bermingham@cipfa.org


3 
 

 

 

1. Executive Summary 

 

1.1 Within this submission, CIPFA will focus its evidence on:  

 

 What the structure of the Scottish Fiscal Framework should look like 

 

 The mechanisms that underpin the operation of the Fiscal 

Framework and; 

 

 The opportunity the Scottish Government has to modernise its fiscal 

framework, ensure it is fit for purpose and fully supports a modern, 

forward looking democratic system of government in Scotland. 

 

1.2 In order to underpin a successful fiscal framework, CIPFA advocates that 

the Scottish Government must be able to answer four critical questions: 

 

 What is the current financial position of the Scottish public sector? 

 

 What will be the impact of the medium to longer term financial 

plans, both revenue raising, borrowing and investing plans?  

 

 What is the fiscal impact if further devolution takes place? 

 

 How affordable and sustainable are those plans and what risks are 

being faced? 

 

1.3 Crucial to answering those questions is having the appropriate 

supporting state level financial information on Scotland’s overall 

finances.  CIPFA would strongly urge that the Scottish Government 

develop the mechanisms and approaches to support putting that in 

place, a feature of which would be a balance sheet for Scotland. 

 

1.4 CIPFA also makes the following conclusions and recommendations for the 

Committees consideration: 

 

 The Fiscal Framework should have a legislative basis which requires 

the Government to set out its fiscal objectives and its policy for 

managing debt and raising taxes. 
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 The overall structure of the Fiscal Framework should be consistent 

with the UK Governments framework1 and contain four elements 

(see appendix 1): 

 

o The Fiscal Policy Framework 

o The Fiscal Mandate 

o The Operation of the Framework and; 

o How Independent Fiscal Review will take place 

 

 Principles underpinning the fiscal policy framework of financial 

sustainability, affordability and prudent financial management 

should be explicit in the policy framework statements. 

 

 The Scottish Parliament should consider this an opportunity to 

develop a modernised, fit for purpose fiscal framework which 

includes all the necessary financial levers to deliver public financial 

management.  

 

 

2. The Practical Impact of Additional Fiscal Powers 

 

2.1 Tax powers will give the Scottish Government more control over the 

amount of revenue they raise (although this will be offset from the block 

grant from HM Treasury) and make them more financially accountable to 

Scottish taxpayers.   

2.2 Borrowing powers will enable greater flexibility to spread the costs of 

infrastructure investment, and so service provision, over financial years, 

but will result in an accompanying commitment to repay the debt in 

future years.   

2.3 The majority of Scotland’s income will still be in the form of the block 

grant, with the accompanying restrictions and limitations on financial 

planning and management, such as no end of year flexibility and the lack 

of ability to decide reserves.  

2.4 From April 2015 (when Land and Buildings Transaction Tax and Scottish 

landfill tax are devolved), the Scottish Government will be able to borrow 

up to £200 million in any one year, with a cumulative limit of £500 

million to manage differences between forecast and actual tax revenues.  

Such revenue borrowing will have to be repaid within a maximum of four 

years, and will impact on the financial position of the Scottish public 

                                                           
1
 Charter for Budget Responsibility, Autumn Statement Update 2014: HM Treasury 

https://www.gov.uk/government/publications/charter-for-budget-responsibility-autumn-statement-2014-
update  
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sector, counting as a liability on the Scottish Government’s balance 

sheet. 

2.5 The Scotland Act 2012 also provides new capital borrowing powers from 

April 2015 for investment in infrastructure.  The Scottish Government 

will be able to borrow up to 10% of their capital budget2 in any one year, 

with a cumulative limit of £2.2 billion over ten years.   

2.6 The Scottish Government has set out that capital borrowing powers 

available in 2015-16 will be £304 million3, and the Scottish Government 

has indicated that it intends to utilise the full £304 million of available 

borrowing in the 2015-16 financial year to maximise its capital 

investment.  

2.7 The Scottish Government will not only be able to borrow from the 

National Loans Fund and Commercial Banks, it will also be able to issue 

bonds.  This will not alter the levels of borrowing available, but provides 

an additional source of borrowing, allowing the Scottish Government to 

directly access the capital markets and issue its own debt.4 

2.8 This capital borrowing power will impact on Scotland’s balance sheet, 

both in terms of increased assets (the infrastructure investment) and 

increased liabilities (the obligation to repay debt).  This power will also 

impact significantly on the financial sustainability of public services for 

the future, and imposes a significant level of responsibility and 

stewardship on the Scottish Government to ensure that such debt is 

affordable and appropriately managed, and does not represent an 

unmanageable tax burden on future generations.  

2.9 To manage this risk and level of accountability it is appropriate to have a 

formally updated fiscal framework in place as outlined in the Command 

Paper.5  However, CIPFA believes this provides a real opportunity to 

consider what strategic fiscal policies and framework should be in place 

over the longer term that meet the obligations and responsibilities 

outlined in paragraph 2.8 and provide real accountability to the Scottish 

Electorate. 

 

3. Mechanisms for Fiscal Policy Management  

 

3.1 The recommendation from the Command Paper is that an updated fiscal 

framework for Scotland should be consistent with the overall UK fiscal 

                                                           
2 Capital departmental expenditure limit (DEL) 
3
 Scottish Budget – Draft Budget 2015-16 http://www.gov.scot/Resource/0046/00462296.pdf 

4 HM Treasury and Scotland Office, News Story, Scotland to be given powers to issue its own bonds, 19 
February 2014.   
5
 Scotland in the United Kingdom: An Enduring Settlement, Chapter 2 

https://www.gov.uk/government/publications/scotland-in-the-united-kingdom-an-enduring-settlement 
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framework.1 However, consistency does not necessarily mean that the 

content has to exactly reflect the UK fiscal policy objectives or the 

current UK government’s fiscal mandate.  Therefore the Scottish 

Parliament should consider modernising and updating the Fiscal 

Framework to be appropriate for Scotland.  

 

3.2 It is important that any updated fiscal framework reflects the 

responsibilities and accountabilities that the Scottish Government has to 

the population of Scotland and; provides a basis to cope with any future 

increase in the level of devolved powers, given that all the major UK 

parties are making commitments to devolve further powers across the 

UK.  We consider that the necessary fiscal levers include: 

 

 Borrowing powers 

 Power to hold reserves 

 Improved financial reporting, including a Scottish public sector 

balance sheet, which provides an opportunity to scrutinise 

performance of Scotland’s public services 

 

3.3 Currently the UK’s fiscal framework is underpinned by legislation in the 

form of the Budget Responsibility and National Audit Act 2011. This 

provides a basis under which the UK government sets out its objectives 

for fiscal policy, its directive (or fiscal mandate) to HM Treasury for fiscal 

policy and how it intends to operate fiscal policy.1 This legislative basis 

also sets out the statutory remit for the Office of Budget Responsibility 

which has the role of providing the Government with authoritative 

analysis of the UK’s public finances. 

 

3.4 Applying this structure on a consistent basis to Scotland would require 

the Scottish Government to consider a legislative basis for the Scottish 

Government to review and put in place a fiscal policy framework, 

including how it is operated.  

 

3.5 We note the Scottish Government’s current consultation on the Scottish 

Fiscal Commission and its expanded remit. CIPFA welcomes confirmation 

of its independent status and its functions of assessing and reporting on 

Scottish Ministers plans, projections and forecasts of Taxes and 

Borrowing. 

 

3.6 The Scottish Parliament will need to consider its fiscal policy aims.  This 

should take account of the powers it now has and the likelihood for 

further devolved powers.  The fiscal objectives should include clear 

principles and promote good practice in delivering sustainability, 
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affordability and prudent public financial management6 over the medium 

to longer term.  Also, that the Scottish Governments interventions, 

through taxation and borrowing, promote economic growth and stabilise 

the economy over the course of the Economic Cycle.7  

  

3.7 Appendix 1 to this document sets out an approach to the Scottish Fiscal 

Framework that correlates with the UK Government’s approach. 

 

 

4. The Opportunity to Enhance Fiscal Accountability and 

Management of Public Finances 

 

 

4.1 Alongside the need to review and update the Scottish Government’s 

fiscal framework, there is also a requirement to ensure that the 

supporting monitoring, review, reporting and general scrutiny and 

governance processes are fully supporting a system of robust public 

financial management.  Only through ensuring that this is in place will 

the Scottish Government be confident of its ability to manage the 

operational aspects of its new powers. 

 

4.2 We noted in our Executive Summary, paragraph 1.2, that there are four 

key questions that the Scottish Government must be able to answer.  In 

order to achieve that, it is essential to have in place robust and timely 

reporting of the financial position and state of public finances in Scotland.    

 

4.3 The current position provides an opportunity to review the current 

policies practices and enhance or revise those where appropriate.  This 

includes the overarching fiscal policy framework, operation and 

supporting fiscal mandate for Scotland.  Clear principles should be 

included in that statement and it should include a statement on a 

balanced approach to the current budget8 over the Economic Cycle.  

Principles would include: 

 

 Affordability 

 Prudence 

 Sustainability 

 

4.4 These principles would refer to the medium to longer-term nature of 

public finances in Scotland and encompass the current budget and 

investment in capital projects, the capital budget.  Supporting measures 

                                                           
6
 Public Financial Management – a whole system approach  http://www.cipfa.org/policy-and-

guidance/reports/whole-system-approach-volume-1 
7
 ‘Evidence on the Economic Cycle’, HM Treasury, November 2008  

8
 Resource departmental expenditure limit (DEL) 
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should be based around the implementation of a prudential management 

regime.  This would support and further develop the recommendations 

from the Smith Commission9 and we believe will provide a flexible and 

accountable approach for management of Scotland’s public finances. 

 

4.5 There is flexibility in this approach as the overall fiscal policy can set the 

principles to be employed.  This is supported by the fiscal mandate that 

ensures that the appropriate set of prudential measures are developed 

for the budget annually and reviewed in year as necessary.   

 

4.6 The accountability of the Scottish Government is enshrined in the fact 

that it is the Scottish Parliament that decides on the affordable level of 

borrowing within the prudential regime and sets the measures of 

affordability, prudence and sustainability.   

 

4.7 The robustness of the estimates can be checked, independently reviewed 

by the Scottish Fiscal Commission and approved by the Scottish 

Parliament as part of the budget and funding allocation cycle. 

 

 

5. Independent Review 

 

5.1 Consistent with the approach and role that the Office of Budget 

Responsibility10 performs for the UK Government, we believe that there 

is an enhanced role that the Scottish Fiscal Commission can perform and 

welcome the proposed legislation outlined in the Scottish Governments 

consultation on the Scottish Fiscal Commission. 

 

5.2 Their role should be enhanced to providing an independent review of the 

estimates and assessments made in the Scottish Governments medium 

to long-term planning.  It can also provide the Scottish Parliament with a 

view on the robustness of the Scottish Government’s estimates and 

measures of prudence, sustainability and affordability.  

 

5.3 We acknowledge the Scottish Governments consultation on the Scottish 

Fiscal Commission.  We support the proposal that the Commission should 

provide independent economic and fiscal forecasts to the Scottish 

Government in order to support decisions by Government on budgets 

and plans, official financial statements and published measures. 

 

                                                           
9
 The Smith Commission Report, paragraph 95 (5) (b) http://www.smith-commission.scot/wp-

content/uploads/2014/11/The_Smith_Commission_Report-1.pdf 
10

 Role of the Office of Budget Responsibility -  http://budgetresponsibility.org.uk/about-the-obr/what-we-do/ 
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Appendix 1. – Scotland’s Fiscal Framework Outline: 

 

Framework Area Purpose Basis Operation 

Fiscal Policy Framework This sets out the Scottish 
Governments overall 

objectives for fiscal policy. 

Requires annual review under 
a legislative basis. 

Would be updated following 
agreement of the Budget by 

the Scottish Parliament. 
 

Fiscal Mandate Provides a mandate for the 
Finance Directorate and 

Deputy First Minister. 

Set out in the Annual Budget 
Statement, including 

appropriate prudential 
measures. 

Underpins allocations of 
funding and the parameters 

within which funding and 
investment decisions are 
made.   

 

Framework Operation To provide the mechanisms 

for parliamentary scrutiny of 
public finances. 

Set out in Deputy First 

Ministers Budget Statement.  
It would also be incorporated 

into any revised budget 
approval, reporting and 
funding allocation cycles. 

Covers the duty to publish a 

budget each year.  Complete 
in year monitoring and 

review and importantly 
covers the operation of 
independent review of the 

Scottish Governments 
forecasts and projections.  

 

Independent Fiscal Review To establish the role and 

duties that provides the basis 
of independent review of the 
policy framework and its 

outcomes.  

Memorandum of 

understanding between the 
Scottish Government and the 
Independent Review Body, 

functions of which are set out 
on a legislative basis. 

Establishes the relationship 

between the Scottish 
Government and its 
independent fiscal review 

body.  This body can also link 
into the UK Government on 

issues of block grant 
adjustment and the position 
on no detriment to the 

respective budgets as a result 
of devolved powers. 
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Inquiry into Scotland’s Fiscal Framework – Call for Evidence 
Response by the Chartered Institute of Taxation and the Low Incomes Tax Reform 

Group 
 

 
 
1  Introduction 

 
1.1  This is a joint response by the Chartered Institute of Taxation (CIOT) and the Low 

Incomes Tax Reform Group (LITRG) to the Finance Committee of the Scottish 
Parliament’s call for evidence, as part of the inquiry into Scotland’s Fiscal 
Framework. 
 

1.2  The CIOT is an educational charity concerned with promoting the education and 
study of the administration and practice of taxation. For more details see the 
statement about us at section 14 below. The LITRG is an initiative of the CIOT, 
which aims to improve the tax system, including tax credits and benefits, for the 
unrepresented taxpayer. 
 

1.3  Both the CIOT and the LITRG would like to assist in ensuring that the tax system in 
Scotland is effective and efficient for taxpayers, agents and the tax authorities. We 
also wish to assist in ensuring that the tax system interacts well with the tax credits 
and benefits systems. 
 

 
  
2  General principles 

 
2.1  The Scottish Government has committed itself to a tax system that has regard to 

Adam Smith’s four principles: certainty; the burden proportionate to the ability to 
pay; convenience; efficiency of collection.1 The CIOT and LITRG agree that these 
are important principles for a sound tax system. In view of this, we think it is key that 
due regard is given to them in developing a fiscal framework for Scotland. 
 

2.2  It is essential that a revised fiscal framework for Scotland is consistent with the 
overall UK fiscal framework. It should be noted, though, that the UK fiscal 
framework itself is not unalterable, and indeed may be subject to amendment by an 

                                                
1 The Scottish Government’s Approach to Taxation, Finance Secretary John Swinney’s statement to the Scottish 
Parliament, 7 June 2012: http://www.gov.scot/News/Speeches/taxation07062012 
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incoming UK Government, particularly in respect of certain elements, such as the 
fiscal rules.2 
 

2.3  The UK Government highlights two key elements for a fiscal framework at 
paragraph 2.2.4 of the Command Paper: fiscal rules and fiscal institutions.3 We 
think that these could be usefully added to, by taking into consideration various 
sources. 
  

2.4  For example, as part of the Europe 2020 Strategy, the European Commission has 
produced a thematic summary that provides a brief overview of the key elements of 
a robust fiscal framework.4 The key elements specified are: sound fiscal statistics; 
numerical fiscal rules; medium-term budgetary frameworks; budgetary procedures; 
and fiscal institutions. Since there will need to be negotiations and agreements 
between the UK and Scottish Governments (and possibly between the Scottish 
Government and European Commission), the first of these elements, sound fiscal 
statistics, that are independently verified, will be essential as a foundation for any 
fiscal framework. 
 

2.5  In addition, we think it would be sensible to consider the paper produced by the 
Fiscal Commission Working Group, which focused on the design of an appropriate 
fiscal framework for an independent Scotland.5 The report contains useful ideas, 
which would also be appropriate in the current context. For example, it stresses the 
need for independent monitoring, provided by a fiscal institution, in addition to fiscal 
rules. The inclusion of such additional elements should assist in the development of 
a robust fiscal framework for Scotland. 
 

2.6  Many of the key areas of concern are referred to in the recent SPICe Briefing, in 
particular in the sections on the fiscal framework and intergovernmental working.6 
 

 
 
3  What needs to be included within a revised funding framework for Scotland 

and how do we ensure that it is fair, transparent, effective and mechanical 
rather than requiring regular negotiations? 
 

3.1  The UK Government sets out its views on the elements that should comprise a 
revised funding model for Scotland in the Command Paper.7 It has been decided 
that the Barnett formula should be retained as part of the revised funding 
framework.8 There are concerns that, the current treatment of Business Rates by 

                                                
2 In 1998, the then UK Labour Government pledged to keep to two fiscal rules: the golden rule and the 
sustainable investment rule. (HM Treasury, ‘Economic and Fiscal Strategy Report 1998: Long Term Stability and 
Investment’, Cm 3978, London, 1998). In 2010, the UK Coalition Government pledged to meet two different fiscal 
targets: the fiscal mandate and the supplementary target. (HM Treasury, ‘Charter for Budget Responsibility’, April 
2011). The UK Coalition Government has recently updated these two fiscal targets. (HM Treasury, ‘Charter for 
Budget Responsibility: Autumn Statement 2014 update’, December 2014). 
3 ‘Scotland in the United Kingdom: An enduring settlement’ – HM Government (January 2015) 
4 ‘Fiscal frameworks’ – European Commission: 
http://ec.europa.eu/europe2020/pdf/themes/06_fiscal_frameworks.pdf and 
http://ec.europa.eu/europe2020/pdf/themes/06_fiscal_frameworks_02.pdf 
5 ‘Fiscal Rules and Fiscal Commissions’ – Fiscal Commission Working Group, the Scottish Government, 
Edinburgh, November 2013: http://www.gov.scot/Resource/0043/00437469.pdf 
6 ‘Further Devolution for Scotland: The Draft Clauses’ – SPICe Research (March 2015). 
7 ‘Scotland in the United Kingdom: An enduring settlement’ – HM Government (January 2015) 
8 The Barnett formula determines broadly how the block grant changes from year to year – the aim of the formula 
is to provide the same pound-per-person change in funding for the devolved governments as the change in 
funding for comparable services in England. 
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the Barnett formula for Scotland and Northern Ireland is flawed, and could be 
reformed to better meet the stated policy aims.9 
 

3.2  The use of formulae, like the Barnett formula, should assist in ensuring a funding 
model is more mechanical. In order to ensure fairness, transparency and 
effectiveness it will be necessary to review the formulae and other methods adopted 
on a regular (perhaps annual) basis. Reports should be published on how the 
funding model is operating; these should include any trends or changes that 
develop. It would be preferable for there to be an independent process of review 
and for the reports to be scrutinised at parliamentary level – both in the UK and 
Scotland. 
 

3.3  Taxes and tax revenues will also be an element of the revised funding framework. 
In order for there to be fairness, transparency and effectiveness the components 
need to be clearly understood. Since the extent of devolution and treatment of the 
various ‘Scottish taxes’ varies, their impact on the Barnett formula may differ. 
 

3.4  The requirements of fairness and effective mechanical measures demand the 
significant use of data, analysis and statistics. Transparency may be reduced, 
however, by the use of detailed analytics and complex arithmetical adjustments. 
There will need to be a balance or compromise to resolve the tension between 
these objectives. 
 

 
 
4  What fiscal rules should be applied in order to ensure fiscal responsibility and 

debt sustainability? 
 

4.1  There is an agreed overriding principle that the Scottish Government should bear 
the risks and reap the rewards of its policy decisions. To do this, the fiscal rules 
need to assist the objectives of fiscal responsibility and sustainability.  
 

4.2  When considering what fiscal rules might be appropriate, it might be worth 
examining the Green Budget 2011 of the Institute of Fiscal Studies.10 
 

4.3  It is important that the rules do not just contain short-term targets for debt and 
borrowing; they should contain medium-term and perhaps long-term targets too. 
When making borrowing forecasts, the costs of borrowing should be factored in. 
 

4.4  Thought should be given as to the purpose of the rules, whether their effectiveness 
can be measured, and whether the data required to apply the rules is readily 
available. 
 

 
 
5  What mechanisms are required to ensure the transparency and effective 

scrutiny of how the block grant is calculated including the operation of the 
Barnett formula? 
 

5.1  The Barnett formula will be adjusted in respect of Land and Buildings Transaction 
Tax, Scottish Landfill Tax and the Scottish Rate of Income Tax. It has already been 

                                                
9 http://www.ifs.org.uk/publications/7442 
10 http://www.ifs.org.uk/budgets/gb2011/11chap2.pdf 

FI/S4/15/14/2

http://www.ifs.org.uk/publications/7442
http://www.ifs.org.uk/budgets/gb2011/11chap2.pdf


CIOT and LITRG Submission to the Finance Committee’s Inquiry into  
Scotland’s Fiscal Framework  17 April 2015 

 
P/tech/subsfinal/STC/2015  4 

 

adjusted in respect of Council Tax and Business Rates. It may not be appropriate to 
rely on adjustments to the Barnett formula in some cases.11 
 

5.2  Most taxes are not hypothecated for a particular purpose. In view of this, a devolved 
tax should not generally be treated as funding a specific UK government 
department, in respect of the Barnett formula. 
 

5.3  The way in which the block grant is calculated will affect the budgetary risks facing 
both UK and Scottish Governments. In order to ensure transparency, the method of 
adjustment should ensure that Scotland faces the consequences of its policy 
decisions (positive and negative). There are suggestions this may be difficult to 
achieve with the Barnett formula. A potential solution has been suggested – that is 
to treat devolved taxes as ‘comparable’, in the same way that devolved spending is 
considered ‘comparable’. Two possible methods have been suggested, each having 
different implications for Scotland:12 indexed deduction and levels deduction.13 
 

 
 
6  What mechanisms are required to ensure the transparency and effective 

scrutiny of adjustments to the block grant to reflect the tax revenues foregone 
by the UK Government? 
 

6.1  It is generally agreed that the first year adjustments to the block grant are relatively 
straightforward to implement, although the calculations involved may be complex.14 
The block grant is reduced by the amount of revenue being transferred, in respect 
of a devolved tax. In respect of a devolved spending power, the block grant is 
increased by the amount the UK would have spent in Scotland on that area. 
 

6.2  The adjustments for subsequent years are more difficult to determine. It is unlikely 
that the same method of adjusting the block grant will be appropriate for each area 
of tax or spending. Equally, it is likely that the adjustment cannot simply remain 
fixed, due to factors including inflation and economic growth. 
 

6.3  It might be possible to index the block grant adjustments according to what happens 
to the equivalent tax or spending area in the rest of the UK. This would retain the 
incentive for the Scottish Government to grow tax revenues and limit spend in 
Scotland, while benefitting from the UK’s protection. The argument against this is 
that the tax / spend areas in Scotland and the rest of the UK might diverge for 
reasons unrelated to Scotland’s policies. It would be complex to separate out the 
effects of Scottish Government policies, in order for Scotland to only bear the risks 
related to them. 
 

6.4  Whatever mechanisms are chosen, it is essential that there is full agreement from 
the UK and Scottish Governments, that the data required is available or can be 

                                                
11 For example, the welfare spend that is to be devolved does not appear within the Departmental Expenditure 
Limits that apply to the Barnett formula; instead, welfare benefits belong to Annually Managed Expenditure at a 
UK level. 
12 Blog post on Scottish Fiscal and Economic Studies (ScotFES) by David Bell and David Eiser: 
http://scotfes.com/2014/11/20/how-should-the-barnett-formula-be-adjusted-to-reflect-devolved-taxes-a-question-
of-allocating-risk-wonkish/. This blog sets out how each of the methods could operate and the likely implications 
for Scotland of each method. 
13 The indexed deduction method has been proposed in respect of the Scottish rate of Income Tax. 
14 Blog post on the Centre on Constitutional Change by David Phillips: 
http://www.futureukandscotland.ac.uk/blog/smith-commission%E2%80%99s-proposals-%E2%80%93-big-issues-
remain-be-resolved 
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calculated and that there is an agreed method of determining the tax revenues 
foregone. 
 

 
7  What mechanisms are required to ensure the effective working of the ‘no 

detriment’ principle? 
 

7.1  The idea of the ‘no detriment’ principle is sensible. In theory, each government 
should bear the risks and reap the benefits of their policies. The difficulty arises in 
practice, when considering how to implement the principle. 
 

7.2  A particular difficulty arises at the outset, in that there is a lack of consensus 
regarding what might be detrimental and need to be taken into account. Before 
deciding upon the mechanisms, therefore, there needs to be agreement as to what 
constitutes ‘no detriment’. 
 

7.3  There are likely to be practical difficulties in untangling the effects of policy 
decisions on the tax revenues or spending power of the other government. Even if 
the effects are identifiable, it will be difficult to calculate the amounts involved – 
there are likely to be numerous possible methods. It may therefore not be practical 
to provide compensating transfers in many cases, particularly if the effects of the 
policy in question are conflicting. These practical difficulties are likely to mean that it 
will be difficult to establish mechanisms and systems capable of dealing with and 
implementing the ‘no detriment’ principle. A lack of systems and mechanisms 
means that it is less likely to be transparent, and it is likely to be difficult to 
determine whether the principle is operating effectively. 
 

7.4  It has been suggested that the ‘no detriment’ principle could be viewed more widely, 
and encompass tax competition, using the example of Air Passenger Duty.15 If that 
is the case, ensuring the effective working of the ‘no detriment’ principle could prove 
especially problematic. 
 

 
 
8  What additional borrowing powers for current spending and for capital 

spending should the Scottish Government have? 
 

8.1  Since it is likely that the Scottish Government will face additional economic risks 
due to the devolution of further tax and spending powers, we agree that it should 
have additional borrowing powers. We agree that these should cover both current 
spending, so that the Scottish Government can safeguard public spending, for 
example, and also capital spending. 
 

8.2  Depending on the funding model, it is likely that Scotland will be insulated from UK-
wide risks; the Scottish Government should only have responsibility for Scotland-
specific risks in devolved areas. The borrowing powers should reflect the risks that 
the Scottish Government will face. 
 

 
 
9  What fiscal rules should be applied to these additional borrowing powers? 

 

                                                
15 Blog post on the Centre on Constitutional Change by Michael Keating: 
http://www.futureukandscotland.ac.uk/blog/what-detriment 
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9.1  In terms of borrowing powers to cover current spending, we would expect fiscal 
rules to require repayment of borrowings according to defined criteria. This would 
be with the aim of ensuring that the debt does not endure longer than appropriate, 
or incur higher borrowing charges than necessary. 
 

9.2  In respect of borrowing powers for capital spending, we would expect fiscal rules to 
reflect the longer-term nature of the investment being made. The fiscal rules should 
also aim to take account of the cost of borrowing. 
 

 
 
10  How should inter-governmental machinery including the Joint Exchequer 

Committee be strengthened and made more transparent? 
 

10.1  We believe it is essential that there are strong inter-governmental relations, 
encompassing tax, tax credits and welfare benefits – otherwise there is a danger that 
there will be a lack of coherency in the tax, tax credits and welfare benefits systems 
for individuals. In order for devolution to be effective for all citizens of the UK, and to 
ensure effective joint-working on various issues, from fiscal policy to the more detailed 
activities of budgeting, forecasting, and monitoring, strong inter-governmental 
relations are key. 
 

10.2  While we recognise that there are already good working relationships between 
Revenue Scotland and HM Revenue & Customs, for example, we think it would be 
helpful for there to be a more systematic approach to inter-governmental relations – at 
various levels, including ministerial and departmental. This should encompass Wales 
and Northern Ireland too. By way of example, this could take the form of a pan-UK 
body or a separate devolved administrations liaison group. 
 

10.3  As representative bodies, we note that there are various inquiries and consultations, 
by different committees of the UK and Scottish Parliaments and different departments 
of the respective governments. Inevitably, there are questions of interest to all these 
bodies. We note however, that there is possibly a significant amount of overlap. Often 
the same representative bodies and stakeholders will be involved, many of which 
have limited resources. We recommend greater co-ordination in respect of 
consultations and inquiries – this would be of assistance to stakeholders and would 
probably result in more effective consultation. 
 

10.4  The Memorandum of Understanding underpinning the current arrangements for inter-
governmental working sets out key principles: communication and consultation; co-
operation; exchange of information; and confidentiality.16 In order for the effective 
devolution of tax and welfare, it is essential that these principles are adhered to. As a 
memorandum of understanding, the arrangement does not have legally binding force. 
It might be helpful to place inter-governmental relations on a statutory basis, in order 
to assist transparency and effectiveness. Transparency would be further improved if 
briefing notes of inter-governmental (at various levels) meetings were published on 
government websites, such as GOV.UK and gov.scot – this could include pre-meeting 
notes requesting input and post-meeting briefings.17 
 

                                                
16 Memorandum of Understanding and Supplementary Agreements between the United Kingdom Government, 
the Scottish Ministers, the Welsh Ministers, and the Northern Ireland Executive Committee –  October 2013: 
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/316157/MoU_between_the_UK_an
d_the_Devolved_Administrations.pdf 
17 We note that brief communiques are published on GOV.UK of meetings of the Joint Ministerial Committee: 
https://www.gov.uk/government/news/joint-ministerial-committee-communique-december-2014 
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10.5  In order to ensure transparency, it is important that there is proper consultation, 
subject to our comments at paragraph 10.3 above. This means that consultations 
should be public and they should be accessible by a broad range of stakeholders. The 
norm should be to allow a reasonable period for consultation to take place, for 
example 12 weeks. Sometimes it will be appropriate simply to publish documents for 
comments; other consultations will require meetings with stakeholders. 
 

 
 
11  What mechanisms should there be for reviewing the Statement of Funding 

Policy? 
 

11.1  We note that the purpose of the Statement of Funding Policy is to set out policies 
and procedures underpinning the exercise of setting budgets of devolved 
administrations; it is also intended to provide information on how the funding 
process operates.18 
 

11.2  We think it would be appropriate for the Statement of Funding Policy to be reviewed 
at parliamentary level, by both the UK and the Scottish Parliaments. This could 
perhaps be devolved to a parliamentary committee. Reviews should occur on a 
regular (perhaps annual) basis.19 In addition, if significant change occurs within the 
UK that might be relevant (such as the devolution of further taxes or spending 
responsibilities), we would expect this to trigger a review. 
 

11.3  We also think that views should be taken from third parties, for example 
economists, who might be able to provide useful insight. 
 

 
 
12  What should be the role and remit of an enhanced Scottish Fiscal Commission 

and who should be responsible for generating the economic and fiscal 
forecasts? 
 

12.1  We believe that independent scrutiny is an essential element in a robust fiscal 
framework. With that in mind, we agree that the Scottish Fiscal Commission should be 
enhanced, to enable it to fulfil this role. In particular, it is essential that there are 
reliable and timely forecasts of tax revenues – and that there is an independent body 
capable of providing robust scrutiny. There may also be a role for the Scottish Fiscal 
Commission in scrutinising new policy proposals in tax and welfare for consistency in 
interactions with existing rules and proposed new ones. 
 

12.2  We think that the OECD recommendations in respect of principles for independent 
fiscal institutions could usefully be considered.20 In addition, some of our comments 
regarding a framework for auditing the Scottish Rate of Income Tax may be 
pertinent.21 
 

                                                
18 The current Statement is available on the national archives website: 
http://webarchive.nationalarchives.gov.uk/+/http:/www.hm-treasury.gov.uk/d/sr2010_fundingpolicy.pdf 
19 We note that the current edition of the Statement was published in October 2010 – it is not clear whether or not 
it has been reviewed since then. 
20 13 February 2014 - C(2014)17 - C(2014)17/CORR1 - Recommendation of the Council on Principles for 
Independent Fiscal Institutions: 
http://acts.oecd.org/Instruments/ShowInstrumentView.aspx?InstrumentID=301&InstrumentPID=316&Lang=en&Bo
ok=False 
21 http://www.tax.org.uk/tax-policy/public-submissions/2013/PAC_Scottish_incometax 
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12.3  We do not have a specific recommendation in relation to who should be responsible 
for generating forecasts. We think it is important that reports and forecasts provide 
appropriate assurances to the Scottish and UK Governments; forecasts therefore 
need to be properly and independently scrutinised. Proper accruals basis accounting 
should be adopted, such that losses and uncollectable items are taken into account. It 
is also important that trends and changes from year to year are included. 
 

12.4  At present, there is no alignment between UK-wide forecasts and Scottish forecasts. 
The result is that in a UK context, the Office for Budget Responsibility has to make its 
own estimates of Scottish outcomes – this creates challenges and increases the 
uncertainty of the forecasts.22 To resolve these issues, we recommend alignment 
between forecasting for Scotland and the UK as a whole. 
 

12.5  The Scottish Fiscal Commission should have to publish reports, via the Scottish 
Parliament. 
 

 
 
13  What lessons can we learn from the experience of other fiscal federations? 

 
13.1  Once the Smith Agreement has been implemented, Scotland will have control of 

approximately 60% of its spending and 40% of its tax revenues; these proportions are 
significantly higher than the OECD average for sub-central governments of 30% and 
20% respectively.23 
 

13.2  In addition to considering other fiscal federations, lessons can be learned from the 
relationship between the Barnett formula and business rates.24 
 

13.3  Other federal countries make use of fiscal constraints to control fiscal policy. There 
may be useful lessons to take away from a recent publication concerning fiscal 
integration of the European Union, which studied a sample of 13 federal countries.25 
 

13.4  There may be lessons to learn about borrowing powers – for example, whether it 
would be advantageous for the Scottish Government to be able to borrow from the 
market (rather than through the UK Government). This might have implications for the 
relative costs of debt for each Government, depending on the market perception of 
the relationship between the UK Government and Scottish Government – for example, 
would the UK Government step in to assist the Scottish Government if it got into 
difficulty? 
 

13.5  Another lesson might be concerning inter-governmental relationships and effective 
joint-working. There are no doubt pointers as to mechanisms that facilitate joint-
working in other fiscal federations. 
 

 
 
 

                                                
22 http://cdn.budgetresponsibility.independent.gov.uk/Devolved-taxes-forecast_180315.pdf 
23 Paragraph 2.2.10, ‘Scotland in the United Kingdom: An enduring settlement’ – HM Government (January 2015) 
24 Business as usual? The Barnett formula, business rates and further tax devolution – David Phillips, Institute for 
Fiscal Studies, IFS Briefing Note BN155 (November 2014) 
25 ‘Designing a European Fiscal Union: Lessons from the Experience of Fiscal Federations (Routledge Studies in 
the European Economy)’ – edd. Carlo Cottarelli, Martine Guerguil (November 2014) and blog post on the Centre 
on Constitutional Change by David Eiser: http://www.centreonconstitutionalchange.ac.uk/blog/implementing-
smith-lessons-federal-countries 
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14  The Chartered Institute of Taxation 
 

14.1  The Chartered Institute of Taxation (CIOT) is the leading professional body in the 
United Kingdom concerned solely with taxation. The CIOT is an educational charity, 
promoting education and study of the administration and practice of taxation. One of 
our key aims is to work for a better, more efficient, tax system for all affected by it – 
taxpayers, their advisers and the authorities. The CIOT’s work covers all aspects of 
taxation, including direct and indirect taxes and duties. Through our Low Incomes 
Tax Reform Group (LITRG), the CIOT has a particular focus on improving the tax 
system, including tax credits and benefits, for the unrepresented taxpayer. 
 

14.2  The CIOT draws on our members’ experience in private practice, commerce and 
industry, government and academia to improve tax administration and propose and 
explain how tax policy objectives can most effectively be achieved. We also link to, 
and draw on, similar leading professional tax bodies in other countries. The CIOT’s 
comments and recommendations on tax issues are made in line with our charitable 
objectives: we are politically neutral in our work. 
 

14.3  CIOT members are not economists. 
 

14.4  The CIOT’s 17,000 members have the practising title of ‘Chartered Tax Adviser’ and 
the designatory letters ‘CTA’, to represent the leading tax qualification. 
 

 
 
The Chartered Institute of Taxation 
17 April 2015 
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Finance Committee 
 

14th Meeting, 2015 (Session 4), Wednesday 13 May 2015 
 

Carers (Scotland) Bill: Scrutiny of Financial Memorandum 
 
Introduction 

1. The Carers (Scotland) Bill (“the Bill”) was introduced by the Cabinet Secretary 
for Health, Wellbeing and Sport, Shona Robison MSP, on 9 March 2015. 

2. The purpose of this paper is to summarise the main issues identified in written 
responses to the Committee’s call for evidence on the Financial Memorandum (FM) 
accompanying the Bill. 18 responses were received and hard copies have been 
circulated to members. A hard copy of the FM has been provided and can also be 
found at page 23 of the Explanatory Notes. 

The Financial Memorandum 

3. The Policy Memorandum (PM) sets out the Scottish Government’s intentions 
that carers “should be better supported on a more consistent basis so that they can 
continue to care, if they so wish, in good health and to have a life alongside caring.” 
The intention is similar in relation to young carers “but that young carers should have 
a childhood similar to their non-carer peers.” The PM states that the “objective of the 
Bill is to make real this ambition by furthering the rights of both adult and young 
carers.”1 

4. The duties and provisions of the Bill that are addressed in the FM are— 

 duties to prepare and review the adult carer support plan (ACSP) for adult 
carers  

 duties to prepare and review the young carer statement (YCS) for young 
carers 

 duties to establish and maintain an information and advice service for all 
carers and young carers in the local authority area 

 duties to provide support to both adult and young carers where needs fall 
within local eligibility criteria and powers to provide support where needs do 
not fall within local eligibility criteria 

 duties to prepare a local carer strategy 

 waiving of charges for support to carers 

 training and development of the statutory health and social care, third sector 
and education workforce and awareness-raising with carers and young 
carers 

                                            
1 Policy Memorandum, paragraph 2 

http://www.scottish.parliament.uk/S4_Bills/Carers%20(Scotland)%20Bill/b61s4-introd.pdf
http://www.scottish.parliament.uk/S4_Bills/Carers%20(Scotland)%20Bill/b61s4-introd-en.pdf
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 the implications flowing from the regulations and guidance underpinning the 
Bill 

5. The FM provides the Government’s best estimates but also states that— 

“It is recognised, however, that it is challenging to predict the demand profile 
with complete accuracy. The Scottish Government is, therefore, very willing to 
work in partnership with COSLA if any new information comes to light about the 
cost estimates. The Scottish Government would be prepared to consider any 
such information.”2 

Monitoring and evaluation 
6. The approach to monitoring and evaluation of the Bill, including costs is set out 
in the  PM which states— 

“It is important that Scottish Ministers know the extent to which the Bill is 
making a difference to the lives of carers across Scotland. The publication of 
the local carer strategies will enable the Scottish Government to obtain a view 
of the issues contained in all local carer strategies. The Scottish Government 
will also put in place a comprehensive evaluation programme.”3 

Savings 
7. Paragraphs 21-23 of the FM consider the potential for savings arising from the 
Bill noting that “there is evidence of savings in health and social care when both 
cared-for persons and carers are not admitted to hospitals.”4 The FM cites research 
in England that has estimated the cost of working age carers leaving employment as 
a result of their caring role at £1.3 billion per year. The FM states that it is “not 
straightforward to link this research to the impact of the Bill but tentatively it can be 
assumed that a proportion of carers who might otherwise give up paid work will in 
the future be supported to maintain employment.”5 For illustrative purposes the Bill 
assumes that 10 per cent of this figure could be used to calculate savings for 
Scotland. The FM notes that this is “speculative saving, some of which would accrue 
to HM Treasury and some to the Scottish Parliament when powers over the carer‘s 
allowance are devolved.”6 

Costs 
8. Part 2 of the FM sets out the costs associated with the Bill in a number of tables 
giving estimates of the expenditure that would be incurred by various bodies in the 
implementation of the Bill. Paragraph 24 of the FM states that the “Scottish 
Government would cover all the costs” set out in the tables in Part 2. The FM also 
makes clear that the funding for the provisions of the Bill are not intended to come 
from either the Reshaping Care of Older People Change Fund or the new integrated 
care fund. The estimated costs for the various bodies by 2021-22 are set out in the 
table below. 

                                            
2 Financial Memorandum, paragraph 7 
3 Policy Memorandum, paragraph 124 
4 Financial Memorandum, paragraph 21 
5 Financial Memorandum, paragraph 22 
6 Financial Memorandum, paragraph 22 
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Sector incurring expenditure £m 

Costs on local authorities directly associated with Bill implementation (min) 71.791 
(max) 83.501 

Costs on health boards directly associated with Bill implementation 5.0045 

Costs on directing authorities directly associated for with Bill implementation 0.0155 

Total (min) 76.811 

(max) 88.521 

 
9. The FM does not contain expenditure figures for the Scottish Government as it 
“will absorb the costs it will incur in relation to the preparation of regulations and 
guidance and publicity associated with the Bill.”7 

10. The FM also states that “All of the expenditure set out in Tables 2 to 6…is new 
expenditure either directly or indirectly associated with the Bill’s provisions.”8 

11. Part 2 of the FM also contains two estimates for areas of expenditure that do 
not appear to have been included in calculating the total figures set out in the table at 
paragraph 7. These areas are— 

 Costs for NHS Education Scotland/Scottish Social Services Council for 
training directly associated with the Bill and awareness raising indirectly 
associated with the Bill; and 

 Costs for the third sector indirectly associated with the Bill’s implementation. 

Consultation on the FM 
12. A number of respondents to the call for evidence commented on the 
consultation period in relation to the financial implications of the proposed legislation. 

13. For example, Social Work Scotland (SWS) notes that a consultation on 
proposed carers legislation ran between January and April 2014 but that this did not 
provide information on financial assumptions. SWS state that it commented on “the 
need to adequately fund new legislation for carers, and these financial concerns are 
captured in the independent analysis of responses that the Scottish Government 
commissioned from Why Research but did not publish until February 2015.” SWS’s 
submission also states that it “assisted COSLA and the Scottish Government with 
the content of two questionnaires issued in December 2014 on the costs of the 
planned carer’s legislation and on the financial implications of the 2014 Regulations 
waiving charges for carers.” 

14. Other responses commented on the time available to respond to the December 
2014 questionnaires. Glasgow City Council responded to the question of whether 
there was sufficient time to contribute to the consultation exercise by saying “Not 
really as turnaround time was really tight and it was over the Christmas holiday 
period.” A similar view of the “limited” time available was taken by Argyll and Bute 
Council. 

                                            
7 Financial Memorandum, paragraph 25 
8 Financial memorandum, paragraph 25 
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15. South Ayrshire Council states— 

“The timescale for the consultation was extremely tight. The request for 
information was issued on 15th December with a return date of 12th January. 
Most Council were closed for the Christmas break between 24th December and 
5th January so this limited the time available and may have impacted on the 
number and quality of responses.” 

Costs on local authorities 

16. The table below (adapted from Table 2 on pages 32-33 of the FM) sets out the 
total estimated costs on local authorities that are directly associated with 
implementation of the Bill. All costs are in £m and, unless otherwise indicated, are 
recurring costs from 2021-22 on. 

 2017-18 2018-19 2019-20 2020-21 2021-22 

Adult carer 
support plan 

0.74 

(min) 

1.82 

(max) 

2.35 

(min) 

5.75 

(max) 

3.42 

(min) 

8.37 

(max) 

6.64 

(min) 

16.24 

(max) 

7.71 

(min) 

18.86 

(max) 

Young carer 
statement 

0.13 

(min) 

0.21 

(max) 

0.27 

(min) 

0.43 

(max) 

0.50 

(min) 

0.80 

(max) 

0.74 

(min) 

1.16 

(max) 

0.97 

(min) 

1.53 

(max) 

Information 
and advice 
service 

3.30 3.04 

(recurring) 

3.04 3.04 3.04 

Duty to 
support adult 
carers 

3.721 9.935 17.079 24.808 51.218 

Duty to 
support 
young carers 

0.732 1.465 2.930 4.395 6.493 

Additional 
short breaks 
component 

2.36 

(recurring) 

2.36 2.36 2.36 2.36 

Local carer 
strategies 

0.32 0 0 0.16 0 

TOTAL 11.303 (min) 

12.463 (max) 

19.415 (min) 

22.98 (max) 

29.329 (min) 

34.579 (max) 

42.143 (min) 

52.163 (max) 

71.791 (min) 

83.501 (max) 

 
Adult Carer Support Plan 
17. Under the Bill local authorities would be required to prepare an ACSP with 
individual adult carers. This would “replace the current carer’s assessment which is 
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available to carers of any age…who under take a substantial amount of care on a 
regular basis.”9 

18. Paragraphs 38-54 of the FM set out detail about the methodologies used in 
calculating the levels of uptake, and therefore costs of providing, ACSPs. The 
estimate reached “is that over time 34% of adult carers will be the highest 
percentage of carers who will have an ACSP.” This estimate is “based on a number 
of factors relating to the evidence”. Details of what has been factored in are set out in 
paragraph 56 of the FM and include information gathered from the Scottish Health 
and Care Experience Survey and the 2012 and 2013 Scottish Health Surveys.  

19. A range of costs is provided based on three separate unit costs for providing an 
ACSP. The highest point in this range is £176.  

20. Based on the unit costs the total costs for ACSPs estimated are— 

 % carers 
receiving 

ACSP 

ACSPs per 
annum 

Additional 
ACSPs per 

annum 

Unit cost of 
£72 

(£m) 

Unit cost of 
£110 

(£m) 

Unit cost of 
£176 

(£m) 

2017-18 3 22,350 10,350 0.745 1.138 1.821 

2018-19 6 44,700 32,700 2.354 3.597 5.755 

2019-20 8 59,600 47,600 3.427 5.236 8.377 

2020-21 14 104,300 92,300 6.645 10.153 16.244 

2021-22 

(recurring) 

16 119,200 107,200 7.718 11.792 18.867 

 
21. By comparison, current recurring costs for providing 12,000 carers 
assessments per year at each unit cost would be £0.86 million, £1.32 million and 
£2.1 million. 

22. The evidence received in response to the Committee’s calls for evidence 
contains a number of comments about the estimates provided in the FM in relation to 
the provision of ACSPs. Comments address both the anticipated level of uptake and 
the estimated unit costs. 

23. COSLA’s submission sets out three “areas of concern” in relation to ACSPs – 
the unit cost of assessment, the speed at which carers will come forward for 
assessment and the total number of carers that will come forward for assessment. 

24. In relation to unit costs, COSLA observes that the FM “makes no clear 
recommendation” about which of the three unit cost estimates provided is thought to 
be most accurate and states that it— 

“has concerns about the representation of these unit costs as alternative 
options as these could lead to a presumption that the lower unit costs are 
realistic. Given that the FM itself describes the £176 as the average unit cost, it 

                                            
9 Financial memorandum, paragraph 36 
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is COSLA’s view that, in presenting a range of unit costs in the FM with £176 at 
the top of the range, this is misleading.” 

25. Glasgow City Council states that it “estimated that a carer assessment in 
Glasgow costs around £280” and for young carers “submitted an estimated unit cost 
of £394.” These figures contrast the FM estimates of unit cost ranges of £72-£176 for 
ACSPs and £106-£167 for YCSs. 

26. SWS also comments on the unit costs in the FM stating that— 

“…the selection of the lowest and highest options is biased. Footnote 32 
explains that the questionnaire survey of Scottish local authorities yielded unit 
costs for 14 LAs of between £72 and £342 per carer assessment, after 
excluding the highest and lowest unit costs. The average unit cost was 
£176…This would normally generate low, medium and high estimates of £72, 
£176 and £342. Instead the FM takes the average of £176 as the high end 
estimate.” 

27. On the speed at which carers come forward, COSLA notes the “low and slow” 
uptake that is anticipated in the FM which estimates moving from 3% of adult carers 
with and ACSP in 2017-18 to 34% in 2012-22. COSLA states that “there is no 
evidence presented to support the year-on-year increases profiled in Table 1 
regarding the speed at which carers will come forward for assessment.” 

28. COSLA goes on to state that— 

“Whilst councils have indicated that further consultation is needed locally to 
estimate the likely patterns of demand, the broad view from councils is that the 
duty to provide an ACSP, along with the removal of the ‘regular and substantial 
test’, will lead to an increase in uptake well above the estimates provided in the 
FM.” 

29. Comparing these estimates to previous experience of the uptake of 
entitlements, COSLA comments that for “Free Personal Care, for instance, growth 
was closed to 30% of the eligible population over the first 3 years of the new policy 
coming into place, compared with 16% over 5 years for take up of ACSPs estimated 
in the FM.” 

30. The assumptions about the build up of demand are also questioned by SWS 
which considers that a faster build up of demand is likely because— 

“(1) The Scottish Government wishes to ensure that all carers who request an 
assessment will get one – that is bound to increase demand for assessments 
significantly. 
 
(2) Previous social care legislation known to increase demand did so more 
quickly.  Published Free Personal Care statistics from implementation in July 
2002 to 2013 show three distinct periods: (a) early take-up period of just over 3 
years from July 2002 to September 2005; (b) a period of lower growth up to the 
end of 2010 (with demography a key driver); and (c) a flatter period of growth 
from 2011 in response to increasing austerity and resource constraint. 
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(3) The UK Government has implemented very similar legislative changes for 
England within the Social Care Act 2014: their analysis of new demand for carer’s 
assessments assumes only two years of build-up before saturation10 in year 
three.” 
 

31. In relation to the assumption of assessment levels, both for ACSPs and YCSs, 
SWS states that— 

“While there are many statistics quoted in the Finance Memorandum from 
different carer surveys and research, none of this evidence leads to these 
particular estimates, or to the “steady state”11 cumulative estimates of 34% of 
the total number of adult carers ever having had an ACSP12, and 64% of young 
carers ever having had a YCS13.  It would be helpful if the FM had achieved 
greater transparency about the basis for the estimates: clearly many are 
matters of judgement.” 

32. North Ayrshire Council states that it has “estimated that 1,430 carers within 
North Ayrshire will require an ACSP” and goes on to say that it “would expect that 
through the annual review of the service user, the ACSP will be completed for each 
carer” and that this is estimated at “53% in the first year not as stated in the bill 
“when carers come forward”, this wording suggests that it is only on requests and 
contradicts the duty to prepare an adult care and support plan.” 

33. Argyll and Bute Council believes “that there has been a significant 
underestimate of the increase in demand which will emanate from the introduction of 
adult carer support plans” and goes on to caution that the “potential worst case 
scenario is arriving at a position where the role of local authorities in targeting limited 
resources to those of greatest need is displaced by a demand driven by a formal 
assessment of all carers irrespective of need.” 

34. The National Carers Organisations (NCOs) note that “the costing for the duty in 
relation to the provision of Adult Carer Support Plans appears to be based on the 
model of a one-off intervention” but that “an outcome based support plan is a 
process, rather than a single event.” 

35. The FM states— 

“The largest cost element in assessments and reviews is the pay of the 
professionally qualified, and other, staff who carry them out. The biggest 
contribution to reducing the costs of the ACSP might come from considering 
changes to the mix of staff grades and skills.” 

                                            
10 Their estimated increase in the number of assessments has been criticised as too low by leading 
academics – see Linda Pickard, Derek King and Martin Knapp (2015): The ‘visibility’ of unpaid care in 
England, Journal of Social Work online, 1-20.  
11 We use this term to denote the period after the initial increase in assessment requests following 
implementation of the Bill.  
12 Paragraph 56 states that: “The estimate is that over time 34 per cent of adult carers will be the 
highest percentage of carers who will have an ACSP”.  
13 Paragraph 60 says “about 60%”, however Table 2 in paragraph 64 gives 64%. 
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36. In relation to this point, the NCOs state that— 

“…it is important that all staff who carry out this task have the correct skills to 
do so and are experienced in working directly with carers. This does not mean 
that staff at lower grades are necessarily less skilled at working with carers, but 
that additional training and learning may be required and will have associated 
costs.” 

37. The submission goes on to suggest that, for the third sector, resourcing “will be 
required if the local authority wants a carers centre or other third sector organisation 
to carry out the ACSP on their behalf” and that it would therefore “be useful to 
explore the costs of completing a carers’ assessment for the third sector in the same 
way as the costs have been estimated for completion by the local authority, 
especially as the Financial Memorandum states that contracting the third sector may 
lead to cost savings.” 

Young Carer Statement 
38. The current assessment landscape for young carers differs from that for adult 
carers with a number of different assessment types which “include the child’s plan, 
children’s plan, integrated comprehensive assessment and third sector 
assessment.”14 

39. The FM states that there “are challenges in estimating the average until cost of 
a carer’s assessment (or other assessment) for young carers.” The FM goes on to 
note that in reaching unit cost estimates, the higher costs provided by local 
authorities have not been taken into account “as they encompass comprehensive 
integrated assessments which will be more costly than a YCS…because the 
comprehensive integrated assessment tends to address all the needs of a child and 
the capacity of his or her parents to respond appropriately to these needs within the 
wider family and community context.” By comparison the YCS “addresses the caring 
situation only on a personal outcomes basis.”15 

40. The YCS would be available to all young carers. The FM assumes that over 
time about 60 per cent of 37,500 young carers might want the YCS. The 37,500 
estimate is based on a total of 44,000 young carers across Scotland less 3,500 
supported in dedicated young carers’ services and an estimated 3,000 young carers 
receiving a good service from mainstream services such as schools and youth clubs. 

41. As with the ACSP, costs for the YCS are based on a range of three unit costs— 

 % carers 
receiving 

YCS 

YCSs per 
annum 

Additional 
YCSs per 

annum 

Unit cost of 
£106 

(£m) 

Unit cost of 
£125 

(£m) 

Unit cost of 
£167 

(£m) 

2017-18 12 5,280 1,280 0.135 0.160 0.213 

2018-19 15 6,600 2,600 0.275 0.325 0.434 

2019-20 20 8,800 4,800 0.508 0.600 0.801 

2020-21 25 11,000 7,000 0.742 0.875 1.169 

                                            
14 Financial Memorandum, paragraph 57 
15 Financial Memorandum, paragraph 62 
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2021-22 

(recurring) 

30 13,200 9,200 0.975 1.115 1.536 

 
42. By comparison, current recurring costs for providing 4,000 assessments for 
young carers per year at each unit cost would be £0.424 million, £0.500 million and 
£0.668 million. 

43. The build up to 60 per cent of young carers with a YCS over a five year period 
is set out in a table on page 43 of the FM. 

44. SWS comment on the range of units costs estimated for this part of the Bill, 
noting that the “lowest cost of £106 appears to be based on one return, while the 
£125 middle cost is an “average across five LAs with a unit cost of less than £200”, 
and the higher cost of £167 is an “average across seven LAs with a unit cost of less 
than £300”.”  

45. SWS goes on to state— 

“The exclusion of all assessment unit costs above £300 may or may not be 
valid; if it is, then we can take a weighted average of the three unit costs in 
terms of the number of LA questionnaire returns behind each figure: that 
suggests an average of £146 across the 13 LAs.  Quite why the assessment 
cost should be lower for young carers is not clear, and there may be an 
argument for using a common unit cost for young carers and adults.” 

Information and advice service and shorts breaks statements 
46. Part 6 of the Bill sets out duties for local authorities to establish and maintain an 
information and advice service that must provide information and advice on carers 
rights, income maximisation, advocacy, training, short breaks and health and 
wellbeing. Information and advice is to be provided in an accessible format. 

47. The Bill’s provisions in this regard, other than in relation to short breaks, “are 
intended to update existing duties rather than to hugely expand their scope or place 
specific additional requirements on local authorities.” The FM goes on to state that 
there “must, however, be sufficient capacity amongst advice services to avoid over-
reliance on on-line channels and to ensure greater accessibility.”16 

48. In relation to short breaks statements, local authorities will be required to 
publish short breaks services statements to “provide accessible, up-to-date 
information regarding types of short break, access to short breaks and availability of 
short breaks.” 

49. The FM refers to short breaks bureaux that have been established in six local 
authority areas, with one more under development. The FM notes that such bureaux 
are “funded and modelled in different ways” and that they can be used to help to 
ensure that information available on local authority websites is the correct 
information and is accessible to carers and young carers.17 

                                            
16 Financial Memorandum, paragraph 67 
17 Financial Memorandum, paragraph 68 
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50. The estimated cost for this service is based on one local authority which 
confirmed that “about 40 per cent of its annual spend on its short breaks bureau 
(£27,500) is attributed to the provision of information.” On this basis an estimate of 
£13,000 per local authority for populating a statement has been used with recurring 
maintenance costs of £5,000 on an annual basis. 

51. The estimated costs for information and advice services are set out in the FM 
as follows— 

 2017-18 2018-19 2019-20 

Advice worker and 
support in each local 
authority area @ 
£45,000. (64 workers in 
total.) 

2.88 
(recurring) 

2.88 2.88 

Short breaks services 
statement 

0.42 
(set-up costs) 

0.16 
(recurring) 

0.16 

Total 3.30 3.04 3.04 

 
52. The NCOs “are not confident the costs associated with [preparing statements] 
have been properly taken into account.” They would expect— 

“the process of preparing, publishing and promoting a short breaks services 
statement to be highly dynamic exercise which would involve initial research of 
existing provision and levels of unmet need, and consultation and engagement 
activities across all stakeholder groups.  There would be ongoing monitoring 
and review too… Furthermore, it is unclear if a single local authority-wide 
statement is expected or if a separate statement for children and adult services 
will be needed.  Again this may mean additional costs.” 

Duties to support carers 
53. Local authorities will have a duty to support carers with eligible needs and will 
be required, in particular, to consider whether that support should include or take the 
form of a break from caring. The FM states that the “eligibility criteria will be locally 
determined but overlaid by matters set out in regulations which the local authority 
must have regard to” and that these matters “will include the desirability of providing 
support to meet carers’ needs at a stage where doing so is likely to prevent those 
needs from escalating.”18 

54. Paragraphs 72-76 of the FM discuss the number of carers who will need 
targeted or bespoke care under this duty. This discussion includes consideration of 
the percentage of carers who currently feel supported to carry on caring, the number 
of carers who would benefit from access to information and advice services and 
access to community based services through local carers centres. 

55. The estimates assumed in the FM are that 21 per cent of adult carers and 40 
per cent of young carers would be eligible “for targeted or bespoke support which 
does not include the support or services which are provided to members of the public 

                                            
18 Financial Memorandum, paragraph 71 
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or adult carers generally, or are being met through services provided to the cared-for 
person.”19 

56. The FM assumes an average spend on carer-specific support to be £1,000 per 
carer over a period of 2-3 years but that this would “vary according to the individual 
circumstances of carers.”20 The FM goes on to state that it is “challenging to estimate 
how quickly an increase in ACSPs and YCSs and provision of support might occur” 
and that this will “largely depend on the time it takes local authorities and the third 
sector to recruit additional staff to prepare the ACSP and YCS.”21 

57. Based on a spend of £1,000 over three years equating to a unit cost of £333 
per year, the table below sets out the estimated costs provided in the FM— 

 Estimated 
numbers 
receiving 
support 
and % of 

carer 
population 

% of ACSP 
holders 

Costs to 
support 

adult 
carers @ 
£333 unit 

cost 

(£m) 

Estimated 
numbers 
receiving 
support 
and % of 

young 
carer 

population 

% of YCS 
holders 

Costs to 
support 
young 

carers @ 
£333 unit 

cost 

(£m) 

2017-18 11,175 (2%) 50 3.721 2,200 (5%) 42 0.732 

2018-19 29,837 (4%) 50 9.935 4,400 (10%) 45 1.465 

2019-20 51,288 (7%) 50 17.079 8,800 (20%) 57 2.930 

2020-21 108,973 
(15%) 

60 24.808 13,200 
(30%) 

61 4.395 

2021-22 

(recurring) 

153,811 
(21%) 

60 51.218 19,500 
(40%) 

69 6.493 

 
58. While the estimates in the table cover support including short breaks, the FM 
states that there is a need to build in a further estimate. The FM states that this is 
“due to the Bill’s provisions and also because shorts breaks are required by some 
carers.”22 Based on information from Scottish Health Surveys and the Scottish 
Health and Care and Experience Survey, the FM uses information about those 
carers who reported neutral or negative views that they had a good balance between 
caring and other things in their life as a proxy for carers requiring short breaks. The 
estimate of this is £11.8 million by 2021-22 or £2.36 million per year, which is 
reflected in the table at paragraph 10 above. 

59. Paragraph 83 of the FM states that the “Bill has a power for local authorities to 
support carers who do not meet the eligibility for support” and that the “resources for 
implementation of the power can be found from within the resources that the Scottish 
Government is making available to local authorities for the Bill’s provisions.” 

60. The NCOs are “unsure how the estimate of need has been calculated” and “are 
concerned that this is likely to be an underestimate of demand, both of the number of 
                                            
19 Financial Memorandum, paragraph 77 
20 Financial Memorandum, paragraph 78 
21 Financial Memorandum, paragraph 79 
22 Financial Memorandum, paragraph 80 
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carers requiring support and also of the cost of providing adequate support.” The 
submission also comments that that unit cost estimate of £333 is “drawn from 
research which does not include the cost of providing a short break to the carer.” 
According to the submission, the estimate “is based on the average cost of providing 
support through a local carer support organisation, for services such as information 
and advice, peer support and carer training and does not include the cost of 
providing short break services.” 

61. COSLA comments in similar terms stating that “little in the way of justification is 
given in the FM for the estimate of 21% of adult carers and 40% of young carers 
being eligible for targeted or bespoke support.” COSLA goes on to state that it is also 
“unclear from the FM whether 40% and 21% are the percentages of those carers 
who come forward for assessment or of the total carer population.” 

62. The unit cost of £333 per year is also commented on by COSLA— 

“…should only be viewed as a component used to arrive at an overall costing.  
This cannot be seen as an actual entitlement as the actual cost will vary 
depending on the nature of support provided, which is entirely driven by the 
eligibility criteria determined locally.” 

63. COSLA also states— 

“…there is a tension between the two duties insofar as the Bill will establish a 
universal entitlement to assessment through the provision of ACSPs, whilst at 
the same time councils will need to manage demand for direct support to carers 
in light of the funding available for this.  Within the context of a finite resource 
being made available under the Carers Bill, there is the concern therefore that 
resources which could have been available for direct support are instead 
required to be diverted to assessment.” 

64. The NCOs point to data showing “an overall decrease in provision [of respite 
care] over the last 12 months of almost 2,000 weeks despite continued additional 
government funding to local authorities to sustain levels of respite care.” They 
“believe strongly that future funding to support carers, including short breaks, has to 
be provided within a robust monitoring and evaluation framework to ensure funding 
is being used for purposes intended.  In the absence of ring-fencing we believe there 
must be clear, measurable success indicators in place so that progress can be 
reliably tracked and corrective action taken if necessary.” 

65. Shared Care Scotland has submitted a response which also highlights a 
question about the funding of carer short breaks in which it contends that if “sufficient 
funding is not attached to the Bill, particularly to cover the costs of implementing the 
Duty to Support, then local authorities will adjust their eligibility criteria thresholds 
‘upwards’ to reduce the number of carers falling within the scope.” 

66. Paragraphs 10-12 of the Shared Care Scotland submission set out their 
calculations of the potential cost of supporting carer short breaks. It concludes that 
this would produce a cost of £47.3 million annually recurring and comments that— 
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“However, the total amount identified in 2017-18 to cover all costs associated 
with the Duty to Support only amounts to £6.8m. This eventually rises to £60m 
by 2021-22. The position therefore appears to be that the estimated levels of 
eligible need, which exists now, will not be met until at least 2021-22.  We 
believe this needs explanation.” 

67. Both Shared Care Scotland and the NCOs comment that the FM does not 
include any costs for replacement care that might be needed by the carer-for person 
in the period in which the carer is taking a short break. 

68. SWS considers that the “cost of meeting this new duty is likely to be far larger 
than anticipated in the FM” noting that the— 

“The FM assumes that the proportion of carers assessed who are also eligible 
for support will be 60% for adults who have had an assessment and 69% for 
young carers by 2012-22 (para 79).  The numbers who have had an 
assessment are cumulative, but are adjusted for people ceasing their caring 
role – estimated at 13% per year for adults and 20% for young carers – and 
also for “renewals”: people already assessed whose ASP or YCS is revised (re-
assessed), also assumed at 20% for both adults and young carers.  This brief 
description shows the complexity of the calculations, which are highly sensitive 
to the various assumptions.” 

69. SWS goes on to comment that— 

“The evidence “taken into account” in these estimates includes a finding from 
one survey that “44 per cent [of carers] on average are positive about feeling 
supported to continue caring” (FM, para 72).  However, the Policy 
Memorandum quotes from a different survey that “70% of carers said they 
receive no support with their caring responsibilities” (PM para 17, fifth bullet). 
Moreover, support needs change over time in a way that snapshot surveys are 
unlikely to capture.” 

70. In the FM calculations for the cost of support to adult carers in 2020-21, SWS 
has identified “what seems to be an error” where the figure in the FM should be 
£36.288 million but is given in the published FM as £24.808 million. 

Local carer strategies 
71. Local authorities will be required to prepare and publish a local carer strategy 
and there will be an explicit obligation for the strategy to consider the needs and 
circumstances of young carers in the area. The FM states that “in the main, this duty 
will formalise what most local authorities are presently doing with regards to 
preparing local strategies.”23 

72. The FM notes that in the responses to the questionnaire issued to local 
authorities “a few…were content to absorb the costs of preparing the strategy while 
others saw significant additional costs.” It further notes that “in at least two cases, the 
costs of preparing the local carer strategy now is met by the health board using carer 

                                            
23 Financial Memorandum, paragraph 84 
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information strategy (CIS) funding.”24 The FM goes on to note that there are differing 
approaches to preparing strategies for young carers. The FM states that the exact 
figures for these three approaches are unknown. 

73. The FM states that there “will be some additional costs of preparing local carer 
strategies to ensure robust methodology on data gathering and analysis.”25 The 
estimated costs set out in the FM are— 

2017-18 to 2019-20 (duration of strategy £m 

NB: Not all first statutory local carer strategies will 
be prepared and published in 2017-18 as the 
timing is dependent on the date by which the next 
review of the strategic plans under the Public 
Bodies (Joint Working) (Scotland) Act 2014 takes 
place. 

0.32 
(£10,000 to each local authority) 

2021-22 to 2023-24 0.16 
(£5,000 to each local authority recurring every 

three years. Data collection and methodology will 
be embedded in local authority practice) 

 
74. Responding to the calculation of these costs COSLA comments that the FM 
“presumes that the preparation of strategies is an extension of existing local 
strategies and hence will be covered by existing staff” but goes on to state that— 

“In order to develop robust strategies, with proper consultation, COSLA argues 
that more resource is required.  A number of councils have indicated that they 
would require at least an additional staffing resource to prepare local carer 
strategies, citing the fact that these are more formalised and require far more 
extensive consultation with the caring community.” 

75. The NCOs note that the FM recognises “the current lack of comprehensive data 
on spending by local authorities on support to carers” and state that— 

“We therefore believe that section 28 of the Carers Bill relating to the duty on 
local authorities to prepare a local carers strategy should specify the inclusion 
of a financial breakdown. Each local carer strategy should outline the resources 
which are allocated to local carer support and what these resources will be 
used for.  In addition, this information should also be reflected in the Joint Adult 
Strategic Commissioning Plan.” 

Costs on health boards 

76. Paragraph 31 of the FM states that the Scottish Government presently funds 
health boards at £5 million per annum for supporting carers but that this funding will 
come to an end in 2016. The FM “makes clear that the £5 million will be required 
from the date of Bill commencement to support the information and advice service 
and duty to support provisions of the Bill.” 

77. Further detail on the costs to health boards is set out in Part 4 of the FM. 
                                            
24 Financial Memorandum, paragraph 85 
25 Financial Memorandum, paragraph 86 
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78. In relation to young carers of pre-school age, the health board would be the 
authority responsible for preparation of the YCS, although approval of the YCS 
would rest with the local authority where the young carer lives. The estimated 
number of pre-school age young carers is 200. The costs of this work for health 
boards is estimated “to be around £1,800 in 2017-18, £2,250 in 2018-19, £3,000 in 
2019-20, £3,750 in 2021-22 and £4,500 in 2021-22 on a recurring basis. (This is a 
maximum 120 YCS in 2021-22 and on a recurring basis from 2021-22 @ £125 unit 
cost assuming that a proportion of young carers in pre-school will not have a YCS.)” 
26 

79. In relation to the current £5 million funding for CIS, the FM states that health 
boards “on the whole cannot distinguish their expenditure on information and advice 
from other support they fund” but that assuming 40 per cent of this is for information 
and advice then costs of £2 million per annum would arise. 

80. Although the duty to provide support for carers is for local authorities, the policy 
of the Government “is to continue this funding given the outcomes achieved” and the 
estimates therefore include £3 million for support from health boards to “provide 
further impetus for the implementation of the duty to support carers.” 

81. The total estimated costs for health boards are therefore— 

 2017-18 2018-19 2019-20 2020-21 2021-22 

YCS 0.0018 0.0022 0.0030 0.0037 0.0045 
(recurring) 

Information 
and advice 
services 

2.0 
(recurring) 

2.0 2.0 2.0 2.0 

Support to 
carers 

3.0 
(recurring) 

3.0 3.0 3.0 3.0 

Total 5.0018 5.0022 5.0030 5.0037 5.0045 

 
82. NHS Lothian is the only health board to respond to the call for evidence. The 
submission from NHS Lothian states— 

“As all current funding in NHS Lothian is fully committed, any additional 
financial pressure will be difficult to manage.  At this stage, the number of 
people affected and so the total financial impact of this bill is unknown.  In 
addition, at this point in time, as the set up of the Integrated Joint Boards (IJBs) 
is being worked through but not yet finalised, the actual cost impact on NHS 
Lothian is even more uncertain.” 

Costs on directing authorities 

83. For young carers in independent and grant-aided schools, the YCS will be 
prepared by the directing authority of the school. The FM states that “it is not known 

                                            
26 Financial Memorandum, paragraph 102 
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how many young carers are in these sectors nor the proportion of carers who would 
want a YCS.”27 

84. The FM uses an estimate of 620 (2 per cent) pupils in these sectors being 
young carers and a unit cost of £125 for the preparation of a YCS to be approved by 
the local authority. In the period from 2017-18 to 2021-22 this would give a cost to 
the sector of £77,500 or £15,500 per annum. 

85. The Scottish Council of Independent Schools’ (SCIS) view is that— 

“… the numbers provided may not be accurate. Moreover, the logic to how the 
numbers have been calculated is unknown and more accurate data should be 
an early requirement. It may be that the number of young carers attending 
independent schools has been over or underestimated in other ways and may 
also have been underreported, however, SCIS cannot currently be certain of 
the number of young carers attending independent schools in Scotland. 

SCIS would be happy to work with schools to attempt to provide more definitive 
numbers. When discussing this Bill with independent schools there was an 
indication that it was likely that there were young carers who were pupils. 
Independent schools have an important role to play in supporting young carers 
are part of their pastoral role and they take this very seriously. This Bill would 
therefore clearly hold financial implications specific to the independent school 
sector. At present it is unclear what these will be. SCIS hopes these 
implications will be borne in mind when decisions are made about the Carers 
(Scotland) Bill.” 

86. SCIS also comments that the FM does not reflect the costs of training and 
workforce development that would be necessary to ensure staff in independent 
schools had the skills required. SCIS notes that the FM indicates that training will be 
“provided via NES and SSSC and it would be helpful to know if independent schools 
[would] be able to access this training.” 

Other costs 

NHS Education for Scotland/Scottish Social Services Council 
87. The FM states that costs arising “from training and awareness raising would 
cover specific Bill-related training and awareness raising in the wider workforce.” The 
methods for delivery of training and awareness raising are considered through NES 
and SSC whose work could include “an intensive training and continues professional 
development programme in 2017-18 and 2018-19.” The FM states that these “costs 
arise directly from the Bill as they are essential to ensuring that the relevant 
professionals know about the duties being placed on them and are aware of how 
they should be fulfilled. It is anticipated that the post-holders would cascade 
information relating to the Bill.”28 

88. The FM uses two models to estimate costs for this work, one based on part-
time staff and one based on full-time staff. The FM states that— 

                                            
27 Financial Memorandum, paragraph 111 
28 Financial Memorandum, paragraph 108 
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“It will be essential for the workforce development to encompass staff within 
schools as well as staff in the statutory health and social care services and in 
the third sector. This is because some teachers will have responsibility for the 
YCS. Given the potential breadth of the workforce development, both models 
would need to be revisited to see if they could be adapted and configured in 
different ways.”29 

89. The estimated costs based on these two options are— 

Workforce Development 2017-18 

(£m) 

2018-19 

(£m) 

Option A (part-time staff) 0.71 0.69 

Option B (full-time staff) 1.42 1.39 

 
Third sector 
90. The Bill does not set out any duties for third sector providers and does not 
therefore identify any directs costs on the sector arising from the Bill. However, the 
FM notes that the Government encourages local authorities and health boards to 
work in partnership with the third sector on the Bill’s provisions and states that— 

“If the third sector is commissioned as intended by local authorities and health 
boards to help prepare the ACSP and the YCS, to provide information and 
advice and to support carers, then, in addition to the financial support from local 
authorities and health boards that must flow to the third sector to allow this to 
happen, there will be a requirement for additional resources. It is expected that 
transformation costs for this sector will centre around systems (such as IT, 
accounting, data collection, data protection and recording).”30 

91. In terms of funding that would be allocated for these transformation costs, the 
FM goes on to state that— 

“The allocation is estimated at £500,000 per annum in each of 2017-18, 2018-
19 and 2019-2020. This would help support about 50 providers in each of the 
three years at £10,000 each. Some of the 50 providers might work across local 
authority boundaries as some third sector organisations do this in any event. As 
stated, the funding would not be to support carers.”31 

92. The submission from the NCOs states that they are “extremely disappointed” 
that the FM states there will be no direct duties on third sector providers and 
therefore no costs identified. The submission states that the “third sector, in 
particular local carer organisations, will be instrumental to the successful 
implementation of the Bill” and that unless “they are adequately resourced, they will 
be unable to cope with the additional demands placed on them.” 

93. The NCOs view is that the “impact of The Carers Bill on third sector carer 
support organisations must be properly scoped and additional resources must be 

                                            
29 Financial Memorandum, paragraph 109 
30 Financial Memorandum, paragraph 112 
31 Financial Memorandum, paragraph 112 
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identified to ensure they are in a position to respond to the increased demands on 
their services.” 

Waiving charges and regulations 
94. Paragraphs 88-98 of the FM set out background to the options that local 
authorities currently have to waive charges for services provided in relation to 
support for carers, including challenges being faced by local authorities in 
implementing the regulations, the main challenge being identified as “the 
categorisation of replacement care provided to a cared-for person at the point when 
a carer takes a break.” 

95. The FM states the Scottish Government is working with COSLA to revolve the 
difficulties and that resolution “would be expected to result in a favourable position 
regarding breaks from caring” but that it is “not possible to set out in this Financial 
Memorandum the position that the Scottish Government and COSLA are working 
towards as the position has not been finalised and would be subject to further 
discussion with key interests.”32 

96. The FM goes on to state that— 

“In moving forward on what is a challenging issue for local authorities, with 
repercussions for carers, any cost implications of changes to the waiving of 
charges regulations would be considered by the Scottish Government.”33 

97. In concluding on this section, the FM states that— 

“It is fully expected that regulations will be made to waive charges for support to 
carers. It is further expected that the regulations would be different from the 
present regulations given the current challenges experienced by local 
authorities. If there are cost implications to the Scottish Government arising 
from the regulations, the Scottish Government would present these in a revised 
Financial Memorandum.”34 

98. The NCOs explain that the “current regulations prevent carers being charged 
for support they receive in their own right, which is identified in a Carers 
Assessment.” The NCOs “welcome this statement of expectation that regulations will 
accompany the Bill to waive charges for carers” but express concern about the 
expectation that those regulations would be different from the current regulations. 
They state that— 

“It is difficult for us to comment on the financial memorandum in respect to this 
without sight of the proposed regulations and accompanying financial 
memorandum.  However, once the Scottish Government and CoSLA 
discussions are complete and these are forthcoming (along with accompanying 
financial information), the NCOs will make a full response.” 

99. SWS notes that the current regulations on waiving charges went through 
“without any additional Scottish Government funding to councils to implement.’ In 
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33 Financial Memorandum, paragraph 96 
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relation the statements in the FM regarding the “challenges” of implementing the 
current regulations, SWS notes the FM suggests— 

“…that this is due to practical ambiguities as to whether care is provided to 
benefit the carer (not chargeable), or to benefit the cared-for person 
(chargeable, unless free personal care for older people), or to benefit both.  
However, in our view, the fact that there was no implementation funding is at 
the very least an equal ingredient in the “challenging” mix.” 

100. Argyll and Bute Council comments that the waiving of charges— 

“is a core matter that requires resolution and associated full acknowledgement 
of the financial loss to local authorities. There is a case for a means tested 
approach to charging as with many areas of social care services and delegated 
decision making for charging that reflects the additional costs in rural and island 
locations.” 

101. In its response to the COSLA questionnaire on this issue, Inverclyde Council 
comments that— 

“The waiving of costs and charges has a direct negative impact on current 
budgets and would lead to tightening of eligibility criteria reduced provision 
which is counter intuitive to the principals driving the Carers Bill. Further funding 
is required to offset this and to increase the provision and availability of short 
breaks and respite.” 

Conclusion 
 
102. The Committee is invited to consider the above. 

 
Catherine Fergusson 

Senior Assistant Clerk to the Committee 


	Agenda
	FI-S4-15-14-1 Fiscal Framework - SG Data Paper
	Scottish Economic Statistics

	FI-S4-15-14-2 Fiscal Framework - Professional Bodies
	Institute of Chartered Accountants Scotland
	CIPFA Submission
	Chartered Institute of Taxation

	FI-S4-15-14-3 Carers Bill - evidence session



