Annex

Document 1: Email Chain between Officials and Callum McCaiq, Special Adviser
(17-24 June 2020)

From: [REDACTED]

Sent: 24 June 2020 08:45

To: McCaig C (Callum) <Callum.Mccaig@gov.scot>

Cc: [REDACTED]; [REDACTED]; Gillespie G (Gary) <Gary.Gillespie@gov.scot>; [REDACTED];
[REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]

Subject: JRS and Self Employed Support

Hi Callum,

With many thanks to colleagues for their input, please find attached a short briefing note in relation
to your query below.

Please let us know if you have any questions.

Happy to discuss,
[REDACTED]

From: McCaig C (Callum) <Callum.Mccaig@gov.scot>
Sent: 17 June 2020 14:42

To: Gillespie G (Gary) <Gary.Gillespie@gov.scot>
Subject: JRS and Self Employed Support

Hi Gary,

We have figures on the Scottish uptake of JRS and Self Employed support. | think
both show a slightly lower than population uptake - are we able to put a coat on that?
How much less we are receiving than with a population share.

The UK Government has put a figure of £10bn support to Scotland across Barnett,
these schemes, welfare and Cbils. Do we have a total figure for the UK expenditure
and how that £10bn compares to a population share of the total.

Thanks,
Callum

Callum McCaig
Special Adviser to the First Minister
[REDACTED]

Please note Scottish Ministers, Special advisers and the Permanent Secretary to the
Scottish Government are covered by the terms of the Lobbying (Scotland) Act
2016. Seewww.lobbying.scot for information

Document 2: Analytical Note discussing the £10 billion estimate (24 June 2020)




Issue: A Conservative Party news release from June 2 claims that the UK Government’s
coronavirus support for Scotland tops £10 billion over the financial year 2020-21. This breaks
down as follows:

£ billion Scotland

Barnett consequentials 3.500
Job Retention Scheme (JRS) 4.800
Self-employed Income Support Scheme (SEISS) 0.700
Loans 1.300
Universal Credit 0.119
Statutory sick pay 0.077
Working tax credit uplifts 0.029
Total 10.525

With the exception of the Barnett funding, none of these costings have been confirmed yet but are
based on forecasts of expected UK spending in 2020-21 and Scotland’s potential share of this. While
HM Treasury provides weekly updates on the UK-wide costs of the fiscal interventions to date,
regional breakdowns are not yet available for the large majority of the schemes.

Key Points

There is no official figure yet for how much funding Scotland has received in response to the
pandemic. The Office for Budget Responsibility (OBR) estimates that UK spending will be around
£132.6 billion in 2020-21, primarily due to the costs of the employment support schemes.

A population share of the total spending on COVID-19 for Scotland would be £10.8 billion. This
is broadly in line with the figure in the news release and differences may simply reflect timing.
Updating the Conservative approach using the latest (8 June) Barnett consequentials, the total
funding received would be estimated at £10.8 billion.

However, while Barnett funding is known, albeit subject to revisions, there is currently
insufficient regional data on the employment support and loan schemes to draw any firm
conclusions about Scotland’s share of UK Government spending on COVID-19.

Most COVID-19 policies are reserved, such as the employment support and business interruption
loan schemes as well as most welfare payments. The Scottish Government receives a population
based share of some expenditure through the Barnett formula, primarily for business grants and
health spending.

However, a population share may not necessarily reflect differing needs across the UK countries,
for example due to Scotland’s relatively greater reliance on some of the worst affected sectors,
such as tourism. This raises the question as to whether Scotland receives a “fair share” of COVID
spending.

Data published on June 11, after the news release, shows that Scotland is underrepresented in

the SEISS, largely due to its relatively lower proportion of self-employed individuals. However,
where claims under the JRS could be matched to regions, Scotland accounts for around 8.3% of
furloughed workers. Scotland specific data on the loan schemes is not available yet while
Scotland’s share of welfare spending has been slightly higher than its population share in recent
years.




In conclusion, Scotland’s expected share of the UK funding is broadly equivalent to its
population share, however the definition of what is “fair” might have to be reconsidered in the
future.

The UK Government’s fiscal interventions are primarily funded through additional borrowing, with
debt as a share of GDP now exceeding 100% for the first time since the 1960s. Some interventions
may be funded by reprioritisation within existing departmental budgets, and we are seeking
assurances from the UK Government that none of our budget will be clawed back as a
consequence.

Background

Barnett consequentials

As of June 8, Scotland received £3.791 million of Barnett consequentials in relation to COVID
spending. This is slightly higher than the figure in the news release, due to differences in timing.

While the Scottish Government has already allocated these funds, there is a risk that Barnett
consequentials might be revised down at a later stage, due to reprioritisation efforts across
Whitehall.

Job Retention Scheme (JRS)

There is currently no data on the value of the claims made in Scotland. Around 628,200 jobs have
been furloughed in Scotland, however, 13% of furloughed jobs have not been matched to a region
yet.

Scotland accounts for 8.5% of UK employees and 8.3% of UK furloughs (excluding unknowns) and
7.2% (including unknowns). This is broadly in line with its population share.

Applying Scotland’s share of furloughed workers to the latest OBR costings, Scotland may receive
around £4.5 billion through the JRS (after tax) — broadly in line with the news release.

SEISS

146,000 self-employed individuals in Scotland have claimed support under this scheme at a total
cost of £425 million. Scotland accounts for 6.1% of claimants/claims. This reflects the fact that
there are relatively fewer self-employed people, and hence eligible claimants, in Scotland than in
the rUK. Take-up rates have been broadly similar in Scotland and the UK.

Applying Scotland’s share of claimants/claims to the latest OBR costing, Scotland may receive
around £0.9 billion through the SEISS — slightly higher than in the news release.

Loans

The UK Government has provided £330 billion in state backed loan guarantees, however, this has
no immediate impact on the public finances unless businesses default and guarantees are called
upon.

The OBR currently factors in £7 billion in write-off costs for the loan schemes and trade credit
insurance. A population share of this would amount to £0.6 billion for Scotland — much lower than
in the news release.

There is currently no data available on the take up of the different loan schemes by Scottish
businesses.



As of June 21, around £59 billion has been provided in loans to businesses. The bounce back loan
scheme which carries the highest risk for the Exchequer accounts for almost half of this. This
suggests that the write-off costs could be much higher than currently assumed by the OBR.

The latest data also shows that the Future Fund, which offers loans to start ups, has lent £236
million and is close to its £250 million target. According to the British Business Bank, more than
half of this has been lent to companies with headquarters in London, with a further 22% to
companies in the South, highlighting the concentration of tech groups in and around the capital.?

Welfare

The OBR estimates that COVID-related welfare measures, such as the £20 weekly increase in
Universal Credit and tax credits, will cost around £8 billion. A population share of this would
equate to around £0.7 billion of extra welfare funding for Scotland — slightly more than in the news
release (£0.2 billion).

However, welfare payments are demand led and reflect need rather than population shares. In
2018-19, Scotland’s share of DWP welfare expenditure in Great Britain (around 8.8%) has been
higher than its population share (around 8.4%). The last ten years of official DWP expenditure
statistics show that Scotland’s share of welfare spending has constantly remained above its
current 8.4% share of the population.

Welfare spending will also increase significantly as a result of reduced economic activity. Whether
Scotland benefits to a greater, or lesser, extent from the UK’s welfare net therefore depends on
Scotland’s relative economic performance. There is a risk that COVID-19 will affect the Scottish
economy disproportionately, either in terms of health impacts or due to differences in the
underlying structure of the economy. This may be reflected in relatively higher welfare
expenditure in Scotland.

Conclusion

On balance, there is currently no indication that Scotland receives significantly more, or less, than
its fair share of COVID-19 spending although evidence on the regional take-up of some of the
schemes is still limited.

In the medium term, a “fair” allocation of funds might have to reflect regional differences in
infection rates, measures to contain the disease and the speed of the economic recovery rather
than simple population shares.

OCEA, Fiscal Policy Analysis, June 2020

Document 3: : Email Chain between Officials (17-23 June 2020))

From: [REDACTED]

Sent: 23 June 2020 18:34

To: [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED];
Cc: [REDACTED]; [REDACTED]; [REDACTED];

Subject: RE: JRS and Self Employed Support

" Financial Times, 24 June.



Thanks [REDACTED],

Yes, it's an important point. | was trying to get to this by saying that, at the moment,
we are basically at a population share (if we use the latest consequentials). So it
looks like we are at a ‘fair’ share. However, as you say, the definition of ‘fair’ is
unclear.

| like the wording below. We probably need to say at the very top that we are getting
a population share, and then can have the more detailed discussion below.

[REDACTED]

From: [REDACTED]

Sent: 23 June 2020 17:31

To: [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]
Cc: [REDACTED]; [REDACTED]; [REDACTED]

Subject: RE: JRS and Self Employed Support

Thanks, [REDACTED]. That’s a good suggestion and | guess ultimately what Callum is after - although
also very difficult to answer at this stage, given the lack of (regional) evidence on some of the
schemes.

My view would be that Scotland receives a fair share of the COVID spending since the biggest
elements — Barnett/DEL and the JRS — broadly reflect population shares. However, in the longer
term, there is a question as to whether the allocation of funding has to reflect different needs across
the UK (differences in the underlying structure of the economy, differences in easing restrictions as
per health guidance etc.) rather than population shares.

How about something like:

e On balance, there is currently no indication that Scotland receives significantly more, or less,
than its fair share of COVID-19 spending although evidence on the regional take up of some of
the schemes is still limited.

e Inthe medium term, a “fair” allocation of funds might have to reflect regional differences in
infection rates, measures to contain the disease and the speed of the economic recovery rather
than simple population shares.

[REDACTED] - any views on this? Happy for you to rephrase.

[REDACTED] - thanks for the additional input, I'll reflect this in the final version.
[REDACTED]

From: [REDACTED]

Sent: 23 June 2020 15:00

To: [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]

Cc: [REDACTED]; [REDACTED]; [REDACTED]
Subject: RE: JRS and Self Employed Support

Thanks. | agree this is a good paper.



| suggest we include a sentence with a stronger conclusion around whether or not
Scotland is receiving its fair share.

[REDACTED]

From: [REDACTED]

Sent: 23 June 2020 14:27

To: [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]
Cc: [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]
Subject: RE: JRS and Self Employed Support

Thanks, [REDACTEDY] - very helpful. I've accepted your changes, cut the note back to 2 pages and
addressed outstanding comments.

Unless there are any final thoughts/comments by cop today, I'll send this version up to Callum
tomorrow morning.

Thanks,
[REDACTED]

From: [REDACTED]

Sent: 23 June 2020 11:16

To: [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]
Cc: [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]
Subject: RE: JRS and Self Employed Support

Hi [REDACTED],

Thanks very much to you and everyone else on the copy list for pulling this together
so quickly — | appreciate that this cuts across lots of different areas!

I've tracked in a few changes in the attached, mostly just re-ordering slightly to move
up the section on how our funding compares to a population share, and move down
some of the data issues. See what you think.

[REDACTED]

From: [REDACTED]

Sent: 23 June 2020 09:02

To: [REDACTED]; [REDACTED]; [REDACTED]

Cc: [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]

Subject: RE: JRS and Self Employed Support

Thanks, all, for your helpful contributions which | have reflected in the revised note.

Grateful for any final thoughts/suggestions by cop today so that | can get the response up to Callum.

Happy to discuss,
[REDACTED]



From: [REDACTED]

Sent: 22 June 2020 15:12

To: [REDACTED]; [REDACTED]; [REDACTED]

Cc: [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]
Subject: RE: JRS and Self Employed Support

Hi [REDACTED],

In response to your query, I've done some analysis (attached) comparing benefit
expenditures across Scotland and GB to population across Scotland and GB.

I've compared mid-2019 population estimates (taken from here) and statistics
covering DWP benefits in 2018/19 (this includes a Scottish share of 2017/18
Working and Child Tax Credits spending, which is the most recently available year).
From that analysis we can say that Scotland’s share of GB benefit expenditure is
higher (8.8%) than Scotland’s share of GB population (8.4%). This was the case in
each of the last few years.

| realise that below you have requested the caseload share, although | wonder if
expenditure might be more useful in any case, as it encapsulates not only numbers
of people affected but also the value of their entitlement. For various methodological
and data availability reasons, a comparison of benefit caseload across multiple
benefits is not so straightforward as looking at expenditure. It would be possible to
look into caseload statistics, if you have a specific benefit or benefits you are
interested in, although it will require a bit more preparation and therefore be on a
longer turnaround than providing these figures on expenditure.

Please let us know if this analysis is sufficient for what you need, or if there’s
anything else we can do.

All the best,

[REDACTED]

From: [REDACTED]

Sent: 22 June 2020 07:40

To: [REDACTED]; [REDACTED]; [REDACTED]

Cc: [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]; [REDACTED]
Subject: FW: JRS and Self Employed Support

All,

I’'m currently putting together a short note in response to Callum’s query below which appears to
refer to a Tory news release from early June.

For background, I've attached a rough draft of the response but please note that this is still work in
progress. Please feel free to add suggestions to the draft.

In particular, | was wondering:



e [REDACTED] - As far as | know, we don’t have Scottish data on the loan schemes (CBILS etc.) yet
but is there any anecdotal data or evidence from Scottish lenders that we could provide to show
if Scotland is under/overrepresented?

e [REDACTED] — Do we have any information on Scottish case load/claims on the various welfare
schemes and how this compares to UK? In “normal” times, is Scottish case load higher or lower
than a population share? | guess the figure will fluctuate depending on demand/economic
performance but could we use an average over the last years as a comparator?

I’'m looking to get back to Callum early this week so grateful for any contributions/thoughts over the
course of today, if at all possible.

Thanks,
[REDACTED]

From: McCaig C (Callum) <Callum.Mccaig@gov.scot>
Sent: 17 June 2020 14:42

To: Gillespie G (Gary) <Gary.Gillespie@gov.scot>
Subject: JRS and Self Employed Support

Hi Gary,

We have figures on the Scottish uptake of JRS and Self Employed support. | think
both show a slightly lower than population uptake - are we able to put a coat on that?
How much less we are receiving than with a population share.

The UK Government has put a figure of £10bn support to Scotland across Barnett,
these schemes, welfare and Cbils. Do we have a total figure for the UK expenditure
and how that £10bn compares to a population share of the total.

Thanks,
Callum

Callum McCaig
Special Adviser to the First Minister
[REDACTED]

Please note Scottish Ministers, Special advisers and the Permanent Secretary to the
Scottish Government are covered by the terms of the Lobbying (Scotland) Act
2016. Seewww.lobbying.scot for information




