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WELFARE REFORM COMMITTEE

 
AGENDA

 
15th Meeting, 2014 (Session 4)

 
Tuesday 28 October 2014

 
The Committee will meet at 10.00 am in the Sir Alexander Fleming Room (CR3).
 
1. Decision on taking business in private: The Committee will decide whether to

take item 4 in private.
 
2. Welfare Funds (Scotland) Bill: The Committee will take evidence on the Bill at

Stage 1 from—
 

Connor C.;
 
Laura D.;
 
Charlene Mc.;
 
Peter O.;
 
Lana W..
 

3. Welfare Funds (Scotland) Bill: The Committee will take evidence on the Bill at
Stage 1 from—

 
Jackie Cropper, Managing Director, Grand Central Savings;
 
Nicola Dickie, SWF Development Manager, COSLA;
 
Dermot O'Neill, Chief Executive, Scottish League of Credit Unions.
 

4. Work programme: The Committee will consider its work programme.
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The papers for this meeting are as follows—
 
  

Cover paper - Welfare Funds (Scotland) Bill WR/S4/14/15/1
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WELFARE REFORM COMMITTEE 

15TH MEETING, 2014 (SESSION 4), TUESDAY 21 OCTOBER 2014 

WELFARE FUNDS (SCOTLAND) BILL 

SUBMISSIONS – SMALL LOAN SCHEME  
 
Background 
 
1. At the Committee meeting on 30 September Cllr Norman MacDonald from Eilean 
Siar noted that his local authority would welcome some kind of small loan scheme for 
people who do not meet the criteria for the Scottish Welfare Fund or DWP budgeting loans.  

 
2. The Committee agreed in private discussion that it would seek more information from 
Eilean Siar as well as approach a number of Credit Unions and CoSLA for their views on 
the issue.  A panel session for Credit Union and CoSLA representatives was also agreed.  
 
Submissions & Additional Information  
Annexe A – Eilean Siar 
Annexe B - CoSLA 
Annexe C – Overview of Grand Central Savings  
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ANNEXE A – SUBMISSION FROM EILEAN SIAR ON SMALL SCALE LOAN SCHEME 

In the main the current Scottish Welfare Fund provision works well for those the guidelines 
cover such as families under pressure, people moving out of care, those in danger of going 
into care, people in resettlement programmes and ex-offenders. There are some people 
within our community that require help from either a widening of the existing provision or a 
different type of provision. 

The people who do not meet the criteria would be customers, mostly single male or female, 
moving into unfurnished accommodation who are not being resettled as part of a 
resettlement programme or have no additional vulnerabilities but due to being on a low 
income do not have any money to assist with the move. Whilst some customers may be 
eligible for budgeting loans from the DWP, the maximum for those meeting the DWP criteria 
is relatively low at £384 (including existing loans) for a single person. One of the main 
criteria for budgeting loans are that the applicant has been on an eligible passported benefit 
for at least 26 weeks. This criteria rules out a high number of applicants as jobseekers who 
have previously worked are unlikely to meet this criteria until they have been out of work for 
over 1 year, those on low incomes from working or other social security benefits but not on 
a passported benefit are ruled out. 

In the Western Isles we have found that there are a number of people who do not meet any 
of the Community Care Grant criteria but have no way of settling themselves in a tenancy 
properly. As they are on a low income affordable finance is very difficult to obtain from most 
financial institutions. A local third sector organisation has taken up the challenge of storing 
donated furniture for allocating to people but this service will always rely on people making 
donations. This will also have limitations as they will not have white goods or floor 
coverings. 

We would propose that some form of loan scheme especially for people on low incomes is 
set up to allow the people described above to be able to set up home more easily where 
necessary. The scheme could have conditions that ensure/evidence that the person is 
getting the maximum from the DWP budgeting loan where applicable but that they still 
require more and that the items requested are deemed “necessary/reasonable” for 
someone setting up home within a prescribed limit. The hope would be that this would 
reduce the number of people who feel the need to go for help to high interest loans 
providers.  

A scheme like this would undoubtedly mean that a large %age of the debt would be difficult 
to collect but if repayment is set based on affordability rather than loan value, repayments 
are more likely to be kept up with. It may be possible for the provider to negotiate 
something with DWP for direct deductions from benefits where repayments stop prior to 
implementation of the scheme. 

 

Jennifer NicLeoid (Jennifer Macleod)  
Revenues and Benefits Manager 
Eilean Siar 
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ANNEXE B – SUBMISSION FROM COSLA ON SMALL SCALE LOAN SCHEME 
 
COSLA Response to the Welfare Reform Committee’s request for additional evidence 
Welfare Funds (Scotland) Bill 
 
General 
COSLA welcomes the opportunity to provide additional written evidence to the Welfare 
Reform Committee around the provision of small-scale loans and the potential role of credit 
unions and similar bodies in this provision.   
 
As the Committee will be aware COSLA is the representative body for all 32 Councils in 
Scotland. COSLA has worked closely with the Scottish Government Bill Team and local 
authorities during the period of the interim scheme, the content of the Bill and 
accompanying draft Welfare Funds (Scotland) Regulations. 
 
Scottish Welfare Fund making Loans 
COSLA recognises the significant issues faced by many vulnerable people in assessing low 
cost affordable credit.  However, with regard to whether small-scale loans should form part 
of the Scottish Welfare Fund (SWF), the concept of providing loans via SWF does not 
appear to fit with the enabling nature of the fund. There would also be a direct conflict in the 
objectives of the SWF if local authorities provided loans not grants to vulnerable customers. 
 
After nearly two years of running the interim Scottish Welfare Fund we are making some 
head way with customer perception of what the Scottish Welfare Fund will provide. Local 
authorities, the Scottish Government and Third Sector stakeholders have worked hard to 
ensure customer are aware that the discretionary elements of the previous Social Fund no 
longer exists and that grants not loans are provided for Crisis and Community Care Grants. 
COSLA would have concerns if the Bill had a provision to make loans as it would leave 
customers unclear over exactly what was being provided from local authorities and the 
Welfare Fund in general.  
 
The experience of the Department of Works and Pensions (DWP) who previously provided 
loans under the Social Fund was that they were administratively difficult and repayment 
rates extremely low, despite the fact DWP had powers to take repayments straight from 
customers ongoing benefit awards.  This is a power which local government obviously 
would not have and would probably be reluctant to use. The option to provide loans was 
consulted upon by the Scottish Government before the interim scheme was set up and 
most respondents cited experience of the previous scheme as one main reasons why loans 
should not feature.  
 
COSLA would also have concerns around the actual administrative processes that would 
be required if the provision of loans became a feature of SWF. Such loan arrangements 
have not been tested in a local authority setting and additional administrative costs would 
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be incurred to allow repayment of loans and the management and pursuit of the associated 
debt.  
  
Advice, Signposting and Alternatives 
Whilst COSLA would not necessarily support the provision on loans directly from the 
Scottish Welfare Fund we recognise the need to, and do, signpost customers to other 
sources of support.  
 
The existing interim guidance states: 
‘5.1….Local Authorities will wish to make links with Community Planning Partners, Citizens 
Advice Bureaux, third sector organisations, advice agencies and credit unions and other 
sources of affordable credit, to connect with the services and support they provide. ‘ 
 
During the period of the interim scheme local authorities have established links to Credit 
Unions within their local areas and customer should be signposted to these organisations 
as part of the Decision Making process. A survey conducted by COSLA in August 2014 
showed 13 local authorities already assist customers in accessing support from Credit 
Unions. This support varies from assistance with completion of applications for loans to 
general sign posting to local Credit Unions.  
 
An example of this joined up support is South Lanarkshire Council who have developed 
links with Blantyre and South Lanarkshire Credit Union whereby customers unable to 
access funds from the SWF scheme will be referred to the Credit Union who may be able to 
provide affordable credit up to the value of £250. This facility is available to existing and 
new members of the Credit Union and is repayable over the course of a year. This 
partnership has been developed using the existing guidance and fits with much of the work 
being undertaken within local government around financial inclusion and providing workable 
alternatives to high cost pay day lenders.  
 
Another emerging idea which could help tackle the issue of high cost lending is the 
introduction of a low cost credit option for white goods and furniture through the 
Smarterbuys Scheme which will be hosted by a Registered Social Landlord (RSL) in 
Inverclyde Council area and will be available to local residents. This Scheme will allow 
those customers who are unable to access SWF to apply for new white goods at a lower 
percentage APR with Credit Union buy in. This project whilst still in the early stages, has 
been funded through the Scottish Government Resilience Fund and regular updates will be 
provided as part of the ongoing evaluation of the scheme. 
 
Conclusion 
COSLA Membership shares similar concerns to those of the Scottish Government and 
Third Sector Organisations over high cost credit, particularly payday lenders and how the 
most vulnerable members of society may be resorting to punitive costs of borrowing due to 
a lack of suitable affordable credit.  However the Welfare Funds (Scotland) Bill does not 
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appear to be the natural solution. Local authorities in Scotland are already undertaking 
significant amounts of work supporting those who require financial assistance.   
 
COSLA continues to discuss this issue with Local Government Elected Members.  Update 
reports are regularly provided to COSLA’s Community Well-being Executive Group detailing 
the work being undertaken to help mitigate the impact of high costs credit and included how 
credit unions could form part of the solution.  
 
The continued sharing of best practice and innovative ideas may better assist in taking this 
agenda forward rather than the provision of small-scale loans via the Scottish Welfare 
Fund.  
 
Nicola Dickie 
Development Manager (SWF)  
COSLA  
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ANNEXE C – OVERVIEW OF THE OPERATION OF GRAND CENTRAL SAVINGS 
 
Grand Central Savings (GCS) is an independent Scottish charity (SCO39225) offering 
access to basic banking services to people who are socially and financially excluded. It 
delivers its services through a network of remote terminal units located in the premises of 
local partner organisations. It is important to note that GCS is not a bank and that it does 
not have any regulatory authorisation to provide banking or financial services. GCS acts as 
an agent for its customers to arrange access to basic banking facilities provided by Bank of 
Scotland (BoS).  

Its activities are overseen by a board of directors (“trustees”), of which the Managing 
Director is the sole executive member. The composition of the board reflects a wide range 
of expertise, its members being drawn from the financial and business communities, as well 
as the public and voluntary sectors.  

The Managing Director, Jackie Cropper, has more than 25 years’ experience working in 
deprived communities and with people suffering disadvantage. Before taking up her present 
post, she was employed by the Big Issue in Scotland group of companies, where she held 
positions at chief executive and director level. During this period, she also served as 
managing director of @ Work Scotland, an associated company specialising in job 
recruitment and progress-to-work initiatives. Prior to this, she was involved in community 
work in a large Edinburgh housing scheme. 

Basically, the core organisation comprises: 

 Central Services - responsible for the oversight of the operational departments 
(Customer Services & Fieldwork), and for the provision of services such as HR, 
financial control and risk management, as well as for development activities, 
marketing and communication. 
 

 Customer Services - responsible for the provision, operation and maintenance of 
the operating infrastructure and remote terminal network, including account-handling 
and the processing of all transactions. 

 Fieldwork Department - responsible for interacting and fostering good relations at 
all levels within local communities, liaising with organisations working with those who 
are financially and socially excluded, and facilitating and servicing local Steering 

Remote Terminal Units are linked directly to the GCS central ‘hub’ in Glasgow, which has 
responsibility for processing all transactions, including the opening and closing of accounts, 
the setting-up of standing orders, etc. While based in partner organisations’ premises, the 
‘counter’ staff are employed, trained and managed by GCS. These local staff members are 
supervised and supported by a team of GCS fieldworkers. 

GCS’s services are offered to local communities on a ‘contract’ basis, whereby GCS 
undertakes to provide and operate a package customised to meet specific local needs. In 
return, local partner organisations are required to provide, or undertake to fundraise, the 
necessary set-up and operating costs for their local remote terminal unit. 
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Ongoing local input into the activities of each service is ensured through a system of 
Steering Groups, as well as customer forums and focus groups. Comprised of 
representatives of the local partner organisations, the Steering Groups meet on a quarterly 
basis to receive an update on activities, and to provide feedback and suggestions for 
change or improvement. 

 
Grand Central Savings & Credit Unions 

Grand Central Savings’ relationship to credit unions is complementary, rather than 
competitive, in nature. 

Grand Central Savings was established specifically to serve the most disadvantaged 
sections of the community – those unable or unwilling to access mainstream banking and 
financial services provision directly, often having mental health and addiction issues and/or 
other problems associated with, or stemming from, poverty. Many lead a chaotic lifestyle. 

GCS provides such people with access to a basic “cash-in/cash-out” transactional banking 
service. It does not make loans and does not intend to do so in the future. The service 
(including cheque deposits) is totally free to the customer, essentially operating on a 
‘subsidy’ basis. 

Access to GCS services is open to anyone who is able to produce relevant ID and address 
verification which can range from a Home Office registration card to a letter of introduction 
from a social worker. The overwhelming number of individuals for whom an account is 
opened have no recent history of saving, and many have a poor or non-existent credit 
record. Most new customers use GCS as a way of managing their money on a day-to-day 
basis, making frequent – sometimes daily – withdrawals. This form of account operation 
could prove burdensome and costly to a credit union. 

All the above, taken together, makes it unlikely that the average individual who seeks to 
open an account via GCS would prove an attractive proposition to a credit union. 

That said, however, GCS does offer an ideal ‘stepping-stone’, enabling individuals, over the 
longer term, to move on to credit unions and High Street Banking. To assist customers to 
progress to a point where such a move is possible, GCS offers them the opportunity to 
stabilise their financial situation by segregating funds such as rent monies and also 
facilitating a special incentivised savings scheme aimed at encouraging and fostering 
regular, planned saving. This achieves for the individual a degree of financial stability and 
acquisition of basic money management skills, enabling a customer to be well placed to 
benefit from the services of a credit union. 

Thus, Grand Central Savings’ operations are entirely compatible with, and complementary 
to, those of the credit unions, offering, as it were, what amounts to a pre-credit union facility. 

More information available at: http://grandcentralsavings.org.uk/wp/   
 
Grand Central Savings 
22 October 2014 

http://grandcentralsavings.org.uk/wp/
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