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Annex II  
 
Document 1: Extract from COVID Briefing pack for Cabinet Secretary for Finance, 
showing FMQ Note on Summer Economic Update. 21 July 2020.  
 
ISSUE – 21 July: The Chancellor launches his Comprehensive Spending Review which 
signals a relatively less generous spending envelope compared to March Budget, warning of 
“tough choices” ahead.  
ISSUE – 14 July: David Phillips, Associate Director of the Institute for Fiscal Studies, said 
that it is not too late for Westminster to provide more flexible borrowing powers to the 
Scottish Government (The Herald, 14 July). 
ISSUE – 9 July: In response to the Chancellor’s statement, the Scottish Government 
announced new initiatives to support homebuyers and help people into work or to re-train 
worth £200 million. 
ISSUE – 8 July: The Chancellor announced a ‘Plan for Jobs’ package in his summer 
statement. It included a package of “up to £30 billion” (c. 1.5% of GDP) with a Job Retention 
Bonus, a Kickstart Scheme, boosting worksearch and skills, and a temporary reduced rate of 
VAT of 5% for hospitality, accommodation and attractions. This £30bn package generates 
£21m consequentials. It includes the PM’s £5 billion package from 30 June, which is multi-
year. An accompanying HMT publication on 8 July also outlined previously trailed measures 
including Culture and Health PPE and Test & Trace, which generated consequentials. No 
detail was given on fiscal flexibilities for the devolved administrations. HMT confirmed a 
revised Scottish Government allocation for COVID-19 related consequentials of £4.6 billion 
(an increase of £800m from previous public position). 
ISSUE - 30 June: The Prime Minister announced that he will bring forward £5 billion of 
capital investment projects under a review of planning rules, dubbed Project Speed, in order 
to aid the economic recovery. However, for 2020-21 there is no “new” money (and therefore 
no consequentials) as all funding is recycled from existing budget plans announced at March 
2020 Budget. He refused to rule out the possibility of tax rises. 
ISSUE – 29 June: The Scottish Government published a paper calling upon the UK 
Government to deliver a further fiscal stimulus of 4% of GDP (£80 billion) to kick-start the 
economic recovery. The paper sets out ten principles the UK Government should follow to 
manage the economy and public finances through the recovery. 
 
Top Lines 
 We called for an £80 billion stimulus package to build a strong, green and inclusive 

economic recovery and while there are elements in the Chancellor’s announcement to 
be welcomed, in particular the measures on VAT for tourism and hospitality, overall this 
package is a huge opportunity missed. 

 According to the Office for Budget Responsibility, the package amounts to around £20 
billion and falls well short of the £80 billion we called for to boost the economy and 
protect jobs. 

 The package was disappointing and only £21 million Barnett consequentials were 
provided to enable us to invest in our economy and shape our own response to the 
pandemic. 

 Despite announcing new funding measures worth “up to” £30 billion, most of it bypasses 
devolution and does not provide the Scottish Government with the funding we need to 
enable us to tailor an economic response that meets Scotland’s needs. 

 There is no extension to the furlough scheme for hard-hit sectors and no further support 
for households in financial difficulty. 

 The initiatives are short-lived and do not provide long term certainty for business or 
households. Instead they will push problems back to the end of the year when we will 
also have to deal with the end of the transition period with the EU. 
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The Scottish Government has responded to meet the needs of the Scottish housing 
market and to support employment. 
 We have raised the starting threshold for LBTT to stimulate the housing market activity 

and the economy. 
 To ensure first time buyers also benefit, we have provided an additional £50 million this 

financial year to support them to get on the property ladder. 
 On employment, we will make an additional £100m available for targeted employment 

support and training which is a first step in the right direction. 
 
Very little additional funding will flow to the Scottish Government as a result of the 
Chancellor’s update, leaving us with a continuing budget challenge. 
 Every penny of consequentials that comes to us is being passed on to support the 

response to COVID-19 in Scotland. 
 The Update provides £804 million of Barnett consequentials, but almost all of it simply 

confirms previously trailed announcements – including £466 million for PPE 
procurement, £49 million from local government measures in England and £97 million 
from measures to support arts and culture in England. 

 We are already looking at how best to allocate these consequentials and will confirm the 
outcomes as soon as possible. However, they fall well short of our estimates of what is 
needed across public services in response to COVID-19. 

 In addition, a mere £21 million of new Barnett consequentials will be generated from the 
£30 billion in the Chancellor’s Update. 

 This position has been confirmed by the Fraser of Allander Institute: “Yesterday’s £30bn 
economic recovery plan for the UK resulted in very limited Barnett consequentials for the 
Scottish Government. The vast majority of the measures will work directly through 
reserved powers in Scotland rather than via devolved powers. Whether or not this is 
enough of a stimulus remains to be seen. It is widely expected that further measures will 
be announced by the UK Government later in the year.” (FAI, 9 July) 

 
This package is a huge opportunity missed. 
 We set out bold and practical proposals for a UK-wide £80 billion (4% of GDP) fiscal 

stimulus to regenerate the economy and reduce inequalities. 
 The Chancellor’s jobs plan amounts to “up to” £30 billion (1.5% of GDP) and falls well 

short of the £80 billion we called for to boost the economy and protect jobs. 
 The Chancellor’s jobs plan may have a headline value of up to £30 billion, but we should 

be clear that figure is highly uncertain and contingent on demand, when some of the 
measures may prove to be poorly targeted. 

 In fact, according to provisional estimates by the Office for Budget Responsibility (OBR), 
the Chancellor’s measures may cost much less – around £20 billion (14 July).  

 As the Institute for Fiscal Studies notes “Taken together, this means of the ‘up to £30 
billion’ Plan for Jobs, the Treasury has assumed that almost £8 billion is money that it 
had previously budgeted to spend, albeit on other things. And the OBR thinks such 
underspends could pay for an even bigger share (£10 billion) of the smaller amount (£20 
billion) they think the plan will cost.” (IFS, 16 July) 

 Our proposal recommended bold, practical steps which would provide an immediate 
boost to our economy, protecting existing jobs and delivering new ones. 

 Germany has already adopted a similar-size stimulus package, representing 4% of GDP, 
and the UK should have been similarly ambitious. 

 The package did not match the scale of the economic challenge we are facing and the 
Chancellor will most likely have to come back for more. 

 This view is shared by the Resolution Foundation: “Overall, the Chancellor has 
announced a welcome set of measures that add to much bigger policy announced over 
the last few months. The unprecedentedly large steps previously taken to protect 
incomes, have now been followed by much more normal-sized measures to support jobs 
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and demand, particularly in the hardest-hit sectors. Given that this economic crisis is 
here to stay until a vaccine is found, the Chancellor is likely to need to return with further 
support for demand and employment in the Autumn.” (RF, 8 July) 
 

The Statement did not provide the Scottish Government with the powers it needs. 
 Despite announcing new funding measures worth up to £30 billion, most of it bypasses 

devolution and does not provide the Scottish Government with the funding we need to 
enable us to tailor an economic response that meets Scotland’s needs. 

 Without those powers we would be left at a severe disadvantage to other nations, and 
would effectively be trying to chart our way to recovery with one hand tied behind our 
back. 

 Even the Institute for Fiscal Studies said that it is not too late for the UK Government to 
provide more flexible borrowing powers to the Scottish Government: “The borrowing 
powers are not set up to allow them to respond to the Covid crisis. What I think would 
make sense is relaxing the rules, and it is not too late to do that.” (David Phillips as 
quoted in the Herald, 14 July). 

 
Nothing that the Chancellor announced provides any of the fiscal flexibility which we 
are seeking in order to allow us to respond to Scotland’s needs. 
 We urge the UK Government to ease the financial restrictions imposed on devolved 

governments so we can better respond to COVID-19. 
 Specifically, we seek the freedom to switch capital funding to day-to-day revenue and put 

an end to the arbitrary limits on borrowing. 
 These powers will enable the Scottish Government to respond to COVID-19 more 

effectively and reboot our economy. 
 We continue to call on the UK Government to ease these rigid fiscal rules, and give us 

the flexibility we need to properly address the monumental challenges our economy is 
facing. 

 We need more information about the details and scope of the UK Spending Review 
confirmed for the autumn such as whether it will cover more than one year. 
 

There is limited new capital spend announced. 
 The £5.6 billion infrastructure package had previously been announced and does not 

represent new capital spend. 
 We called for accelerating the transition to a net-zero economy through major investment 

in low carbon as well as digital infrastructure which should be at the heart of any stimulus 
package – all of which was notably absent from the statement. 

 The UK Government should have taken advantage of historically low interest rates and 
invested in further capital spending to deliver an investment led recovery. 

 
There was no further support for households in financial difficulty 
 The Chancellor announced an “Eat Out to Help Out” scheme to entitle every diner to a 

50% discount of up to £10 per head on their meal, at any participating restaurant, café, 
pub or other eligible food service establishment during August only. 

 A half price meal out does not help those struggling to put food on the table. 
 The cost of this is estimated at £500 million and this is insufficient to provide the boost to 

consumer spending we need. 
 We had called for a temporary cut to VAT to boost consumption and this Eat Out to Help 

Out scheme is not the scale we are calling for. 
 

There was no extension to the furlough scheme for hard-hit sectors 
 We welcomed the support the Job Retention Scheme has given to employers and their 

employees, and the scheme’s extension to October. 
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 We called on the UK to continue the scheme in some form to deliver a firm foundation of 
keeping people in work as a better option than funding mass unemployment. 

 Instead the Chancellor announced a limited Job Retention Bonus to encourage firms to 
keep on furloughed workers. 

 This is not enough - there are some sectors where we know recovery will take longer 
and we anticipate that many employers and employees will continue to require support 
beyond the end of the year. 

 The Resolution Foundation shares this view: “the new Job Retention Bonus is poorly 
targeted at the 1 million jobs that are most at risk as the furlough scheme is phased out. 
It is too small and temporary to have a lasting effect on employment. The lack of further 
action on jobs leaves the Chancellor risking high unemployment this autumn.” (RF, 9 
July) 

 
We welcome the temporary cut in VAT for the Tourism and Hospitality sector to 5% 
but the statement missed the opportunity to cut taxes for employers and other 
sectors equally hit by the pandemic. 
 We are taking action to support employers and employees impacted by COVID-19. This 

includes 100% rates relief for retail, hospitality and leisure properties, rates relief for all 
non-domestic properties across Scotland, and a £185 million fund to support newly self-
employed people and affected SME businesses. 

 We argued the stimulus package should finance a two pence cut in employers’ National 
Insurance Contributions to reduce the cost to businesses of hiring staff but the 
Chancellor did not take action to reduce employers’ costs. 

 As the Resolution Foundation points out “This sectoral targeting, though, had a big gap, 
with no support for the likes of bricks-and-mortar retail.” (July 9) 
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Document 2: FMQ Note on Summer Economic Update. 14 July 2020.  
 

CHANCELLOR‘S SUMMER ECONOMIC UPDATE 
 
ISSUE – 14 July: David Phillips, Associate Director of the Institute for Fiscal Studies, said 
that it is not too late for Westminster to provide more flexible borrowing powers to the 
Scottish Government (The Herald, 14 July). 
ISSUE – 9 July: In response to the Chancellor’s statement, the Scottish Government 
announced new initiatives to support homebuyers and help people into work or to re-train 
worth £200 million. 
ISSUE – 8 July: The Chancellor announced a ‘Plan for Jobs’ package in his summer 
statement. It included a package of “up to £30 billion” (c. 1.5% of GDP) with a Job Retention 
Bonus, a Kickstart Scheme, boosting worksearch and skills, and a temporary reduced rate of 
VAT of 5% for hospitality, accommodation and attractions. This £30bn package generates 
£21m consequentials. It includes the PM’s £5 billion package from 30 June, which is multi-
year. An accompanying HMT publication on 8 July also outlined previously trailed measures 
including Culture and Health PPE and Test & Trace, which generated consequentials. No 
detail was given on fiscal flexibilities for the devolved administrations. HMT confirmed a 
revised Scottish Government allocation for COVID-19 related consequentials of £4.6 billion 
(an increase of £800m from previous public position). 
ISSUE - 30 June: The Prime Minister announced that he will bring forward £5 billion of 
capital investment projects under a review of planning rules, dubbed Project Speed, in order 
to aid the economic recovery. However, for 2020-21 there is no “new” money (and therefore 
no consequentials) as all funding is recycled from existing budget plans announced at March 
2020 Budget. He refused to rule out the possibility of tax rises. 
ISSUE – 29 June: The Scottish Government published a paper calling upon the UK 
Government to deliver a further fiscal stimulus of 4% of GDP (£80 billion) to kick-start the 
economic recovery. The paper sets out ten principles the UK Government should follow to 
manage the economy and public finances through the recovery. 
 
Top Lines 
 We called for an £80 billion stimulus package to build a strong, green and inclusive 

economic recovery and while there are elements in the Chancellor’s announcement to be 
welcomed, in particular the measures on VAT for tourism and hospitality, overall this 
package is a huge opportunity missed.  

 The package amounts to £30 billion and falls well short of the £80 billion we called for to 
boost the economy and protect jobs. 

 The package was disappointing and only £21 million Barnett consequentials were provided 
to enable us to invest in our economy and shape our own response to the pandemic.  

 Despite announcing new funding measures worth up to £30 billion, most of it bypasses 
devolution and does not provide the Scottish Government with the funding we need to 
enable us to tailor an economic response that meets Scotland’s needs. 

 There is no extension to the furlough scheme for hard-hit sectors and no further support 
for households in financial difficulty.  

 The initiatives are short-lived and do not provide long term certainty for business or 
households. Instead they will push problems back to the end of the year when we will also 
have to deal with the end of the transition period with the EU. 

 
The Scottish Government has responded to meet the needs of the Scottish housing 
market and to support employment. 
 We have raised the starting threshold for LBTT to stimulate the housing market activity 

and the economy. 
 To ensure first time buyers also benefit, we have provided an additional £50 million this 

financial year to support them to get on the property ladder.  
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 On employment, we will make an additional £100m available for targeted employment 
support and training which is a first step in the right direction. 

 
Very little additional funding will flow to the Scottish Government as a result of the 
Chancellor’s update, leaving us with a continuing budget challenge. 
 Every penny of consequentials that comes to us is being passed on to support the 

response to COVID-19 in Scotland. 
 The Update provides £804 million of Barnett consequentials, but almost all of it simply 

confirms previously trailed announcements – including £466 million for PPE 
procurement, £49 million from local government measures in England and £97 million 
from measures to support arts and culture in England. 

 We are already looking at how best to allocate these consequentials and will confirm the 
outcomes as soon as possible. However, they fall well short of our estimates of what is 
needed across public services in response to COVID-19. 

 In addition, a mere £21 million of new Barnett consequentials will be generated from the 
£30 billion in the Chancellor’s Update. 

 This position has been confirmed by the Fraser of Allander Institute: “Yesterday’s £30bn 
economic recovery plan for the UK resulted in very limited Barnett consequentials for the 
Scottish Government. The vast majority of the measures will work directly through 
reserved powers in Scotland rather than via devolved powers. Whether or not this is 
enough of a stimulus remains to be seen. It is widely expected that further measures will 
be announced by the UK Government later in the year.” (FAI, 9 July) 

 
This package is a huge opportunity missed. 
 We set out bold and practical proposals for a UK-wide £80 billion (4% of GDP) fiscal 

stimulus to regenerate the economy and reduce inequalities. 
 The Chancellor’s jobs plan amounts to “up to” £30 billion (1.5% of GDP) and falls well short 

of the £80 billion we called for to boost the economy and protect jobs. 
 Our proposal recommended bold, practical steps which would provide an immediate boost 

to our economy, protecting existing jobs and delivering new ones.  
 Germany has already adopted a similar-size stimulus package, representing 4% of GDP, 

and the UK should have been similarly ambitious. 
 The package did not match the scale of the economic challenge we are facing and the 

Chancellor will most likely have to come back for more. 
 This view is shared by the Resolution Foundation: “Overall, the Chancellor has announced 

a welcome set of measures that add to much bigger policy announced over the last few 
months. The unprecedentedly large steps previously taken to protect incomes, have now 
been followed by much more normal-sized measures to support jobs and demand, 
particularly in the hardest-hit sectors. Given that this economic crisis is here to stay until a 
vaccine is found, the Chancellor is likely to need to return with further support for demand 
and employment in the Autumn.” (RF, 8 July) 

 The Chancellor’s jobs plan may have a headline value of up to £30 billion, but we should 
be clear that figure is contingent on demand, when some of the measures may prove to 
be poorly targeted. 
 

The Statement did not provide the Scottish Government with the powers it needs. 
 Despite announcing new funding measures worth up to £30 billion, most of it bypasses 

devolution and does not provide the Scottish Government with the funding we need to 
enable us to tailor an economic response that meets Scotland’s needs. 

 Without those powers we would be left at a severe disadvantage to other nations, and 
would effectively be trying to chart our way to recovery with one hand tied behind our back.  

 Even the Institute for Fiscal Studies said that it is not too late for the UK Government to 
provide more flexible borrowing powers to the Scottish Government: “The borrowing 
powers are not set up to allow them to respond to the Covid crisis. What I think would 
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make sense is relaxing the rules, and it is not too late to do that.” (David Phillips as quoted 
in the Herald, 14 July). 

 
Nothing that the Chancellor announced provides any of the fiscal flexibility which we 
are seeking in order to allow us to respond to Scotland’s needs.  
 We urge the UK Government to ease the financial restrictions imposed on devolved 

governments so we can better respond to COVID-19. 
 Specifically, we seek the freedom to switch capital funding to day-to-day revenue and put 

an end to the arbitrary limits on borrowing.  
 These powers will enable the Scottish Government to respond to COVID-19 more 

effectively and reboot our economy.  
 We continue to call on the UK Government to ease these rigid fiscal rules, and give us 

the flexibility we need to properly address the monumental challenges our economy is 
facing. 

 We need more information about the details and scope of the UK Spending Review 
confirmed for the autumn such as whether it will cover more than one year. 
 

There is limited new capital spend announced. 
 The £5.6 billion infrastructure package had previously been announced and does not 

represent new capital spend. 
 We called for accelerating the transition to a net-zero economy through major investment 

in low carbon as well as digital infrastructure which should be at the heart of any stimulus 
package – all of which was notably absent from the statement. 

 The UK Government should have taken advantage of historically low interest rates and 
invested in further capital spending to deliver an investment led recovery. 

 
There was no further support for households in financial difficulty 
 The Chancellor announced an “Eat Out to Help Out” scheme to entitle every diner to a 

50% discount of up to £10 per head on their meal, at any participating restaurant, café, 
pub or other eligible food service establishment during August only.  

 A half price meal out does not help those struggling to put food on the table. 
 The cost of this is estimated at £500 million and this is insufficient to provide the boost to 

consumer spending we need.  
 We had called for a temporary cut to VAT to boost consumption and this Eat Out to Help 

Out scheme is not the scale we are calling for.  
 

There was no extension to the furlough scheme for hard-hit sectors  
 We welcomed the support the Job Retention Scheme has given to employers and their 

employees, and the scheme’s extension to October. 
 We called on the UK to continue the scheme in some form to deliver a firm foundation of 

keeping people in work as a better option than funding mass unemployment. 
 Instead the Chancellor announced a limited Job Retention Bonus to encourage firms to 

keep on furloughed workers. 
 This is not enough - there are some sectors where we know recovery will take longer and 

we anticipate that many employers and employees will continue to require support beyond 
the end of the year. 

 The Resolution Foundation shares this view: “the new Job Retention Bonus is poorly 
targeted at the 1 million jobs that are most at risk as the furlough scheme is phased out. It 
is too small and temporary to have a lasting effect on employment. The lack of further 
action on jobs leaves the Chancellor risking high unemployment this autumn.” (RF, 9 July) 
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We welcome the temporary cut in VAT for the Tourism and Hospitality sector to 5% 
but the statement missed the opportunity to cut taxes for employers and other 
sectors equally hit by the pandemic. 
 We are taking action to support employers and employees impacted by COVID-19. This 

includes 100% rates relief for retail, hospitality and leisure properties, rates relief for all 
non-domestic properties across Scotland, and a £185 million fund to support newly self-
employed people and affected SME businesses. 

 We argued the stimulus package should finance a two pence cut in employers’ National 
Insurance Contributions to reduce the cost to businesses of hiring staff but the Chancellor 
did not take action to reduce employers’ costs.  

 As the Resolution Foundation points out “This sectoral targeting, though, had a big gap, 
with no support for the likes of bricks-and-mortar retail.” (July 9) 
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Document 3: Extract of Briefing for Scottish Trades Union Congress (STUC). 10 July 
2020. 

 
 Update on UK Government budget announcement: 

 
[REDACTED - Section 38(1)(b) – personal data of a third party] 
 

Background: STUC would like to hear SG’s reaction to the UK announcement, what the 
implication for spending in Scotland are and SG’s position on the logic of a VAT cut vs direct 
support. 
 
You may wish to say: 
 
The Chancellor’s statement is a missed opportunity for Scotland. While we welcome 
measures such as the reduced VAT for tourism and hospitality, much of the rest falls well 
short of delivering what is needed to boost the economy and protect jobs. 
 
The Chancellor’s economic measures outlined in the statement only generates an additional 
£21 million for the Scottish Government’s budget, limiting our ability to tailor a Scottish 
approach to regenerating our economy. 
 
There is no extension to the furlough scheme for hard-hit sectors and no further support for 
households in financial difficulty.  
 
The initiatives are short-lived and do not provide long term certainty for business or 
households. Instead they will push problems back to the end of the year when we will also 
have to deal with the end of the transition period with the EU. 
 
Following the statement by the Cabinet Secretary for Finance to Parliament yesterday, a 
further £100m is being invested in targeted employment support and training, and the 
Economy Secretary will set out further details on this employment funding in due course. 
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Document 4: Extract from Briefing for Cabinet Secretary for Health and Sport. 08 July 
2020. 
 
The Chancellor of the Exchequer presented his “Plan for Jobs” to Parliament earlier this 
afternoon. While the statement was focused on job support and protection measures, the 
Chancellor also set out the latest position on spending across public services. 
 
In terms of health and social care, the announcement refers to total UK spending of £31.9 
billion to deliver the pledge to provide the NHS with the support needed. Most notably, this 
now includes a commitment to spend over £15 billion for PPE and £10 billion for the UKG 
Test, Trace, Contain and Enable programme. This is the first time that these figures have 
been publicly confirmed by the UK Government. 
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Document 5: Briefing Note on Consequentials Derived from the Announcement. 08 July 
2020. 

 
Cabinet Secretary for Finance  
 
UK SUMMER ECONOMIC UPDATE 
 
Purpose 
 
1. To provide an initial analysis of the financial implications of the UK Summer 

Economic Update (SEU) for Scottish Government and invite you to send the note 
attached at Annex C to your Cabinet colleagues, for information. 

 
Priority 
 
2.  Immediate. 
 
Discussion 
 
3. Today’s announcements update the Scottish Government budget figures for 2020-

21.  Any funding implications of today’s announcement beyond 2020-21 will be 
captured at the forthcoming UK Spending Review. 

 
[REDACTED - Section 29(1)(a) -  formulation or development of government policy] 
 
Barnett consequentials 
 
5. The Chancellor’s statement announced up to £30 billion to support what is badged 

as the UK Plan for Jobs policy decisions.  This is split £21.4 billion in resource and 
£8.6 billion in capital.  The capital element itself includes £5.6 billion for the Prime 
Minister’s earlier infrastructure investment announcement, so it is possible that all 
of the funding announced is not for 2020-21. The direct resource budget 
consequentials on these announcements are limited to £20.6 million as set 
out in table 1 below.  Of the £20.6 million shown in the table, the £10.774 million 
included for traineeships had previously been flagged to us as a result of the media 
trail on Monday.  All of the other announcements relating to the Plan for Jobs are 
either funded on a UK wide basis or met from within existing departmental 
allocations and therefore do not generate additional consequentials. 
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Table 1 – Direct Consequentials from SEU 

Department Measure Title 
UKG 
Total 
£M 

 SG 
£M 

DfE 
Jobs for a new decade - sector-based work 
academies 

17  1.650 

  Jobs for a New Decade - traineeships 111  10.774 

  
Jobs for a new decade - 18-19 classroom 
offer 

73  7.085 

  
Jobs for a new decade - National Careers 
Service 

11  1.068 

  
  212 

DfE 
Barnett 

20.577 

   
 

6. Alongside the Plan for Jobs policy decisions, the statement today also publicly 
updates the aggregate level of funding announced in support of the Covid-19 
response since the start of the outbreak and the Chancellor’s March budget 
statement.  This is the first time that many of the HMT funding commitments for 
public services have been made public, including £15 billion aggregate funding for 
PPE and £10 billion for Track and Trace.   
 

[REDACTED - Section 29(1)(a) -  formulation or development of government policy; 
Section 28(1) (relations between Administrations of the UK) and  Section 38(1)(b) – 
personal data of a third party]    

 
 

ANNEX C 
First Minister 
Cabinet Secretaries 
Lord Advocate 
 
Copy: Permanent Secretary 
 Directors General 
 Director of Budget and Public Spending 
 Director of Tax and Fiscal Sustainability 
 Director of Health Finance 
 Chief Financial Officer 
 Chief Economic Adviser 
 Liz Lloyd 
 Colin McAllister 
 Callum McCaig 
 
UK SUMMER ECONOMIC UPDATE 
 
I write to confirm the funding implications of today’s UK Summer Economic Update 
(SEU) for the Scottish Government’s Budget. 
 
Today’s announcements update the Scottish Government budget figures for 2020-21.  
Any funding implications of today’s announcement beyond 2020-21 will be captured 
at the forthcoming UK Spending Review. 
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[REDACTED -  Section 29(1)(a) -  formulation or development of government policy] 
 
Barnett consequentials 
 
The Chancellor’s statement announced up to £30 billion to support what is badged as 
the UK Plan for Jobs policy decisions.  This is split £21.4 billion in resource and £8.6 
billion in capital. The direct resource budget consequentials on these 
announcements are limited to £20.6 million as set out in table 1 below.  Of the 
£20.6 million set out below the £10.774 million included for traineeships had previously 
been flagged to us as a result of the media trail on Monday.  All of the other 
announcements today are either provided on a UK wide basis or are met from within 
existing departmental allocations and therefore do not generate additional 
consequentials 

 
Table 1 – Direct Consequentials from Summer Economic Update 

Department Measure Title 
UKG 
Total 
£M 

 SG 
£M 

DfE 
Jobs for a new decade - sector-based work 
academies 

17  1.650 

  Jobs for a New Decade - traineeships 111  10.774 

  
Jobs for a new decade - 18-19 classroom 
offer 

73  7.085 

  
Jobs for a new decade - National Careers 
Service 

11  1.068 

  
  212 

DfE 
Barnett 

20.577 

   
 

Alongside the Plan for Jobs policy decisions, the statement today also publicly 
updates the aggregate level of funding announced in support of the Covid-19 
response since the start of the outbreak and the Chancellor’s March budget 
statement.  This has generated an updated funding tracker which shows aggregate 
Covid response consequentials of £4.6 billion (separate from the £20.1 million 
above, which is additional).  This is an additional £804 million against the previous 
HMT tracker. 
 
[REDACTED -  Section 29(1)(a) -  formulation or development of government policy 
and 28(1) (relations between Administrations of the UK)] 
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Document 6: Briefing Note on Distributional Analysis Published by HMT. 08 July 2020. 

Fiscal Update: HM Treasury Distributional Analysis of COVID-19  
08 July 2020 
Office of the Chief Economic Adviser (OCEA), Scottish Government. 

 
Summary 
In conjunction with today’s Summer Economic Update from the UK Chancellor, H.M. Treasury 
published distributional analysis1 that estimated the impact on UK working household’s 
incomes as a result of the COVID-19 Pandemic. This looks at how net household income has 
changed from May 2020 relative to February 2020, how the impact differs by decile and how 
UK Government Fiscal Policy has helped mitigate some of the negative economic and 
financial impacts on households.  
 
Key points: 
 The average working household in the UK is estimated to have seen their net income fall 

by around 8%-9% from February to May 2020 
 It is estimated that UK Government Interventions since March have supported around 

20% of income for working households, on average, and have reduced the scale of 
income loss by up to two thirds of what it would have been without any fiscal support.  

 With the exception of the bottom 10% of households in the income distribution who have 
benefited the most from Government interventions, all households have experienced a 
fall in household income with those at the top of the distribution experiencing the greatest 
fall. 

 A caveat to this analysis, is that it does not include any latest economic or labour market 
data for June onwards. There are fears that recent increases in unemployment may be 
particularly skewed to those on the lower end of the income distribution and the below 
results may not fully capture this.  

 
Figure 1: Change (%) in Household Income, by working household net income decile, Feb – 
May 2020. 

 

                                            
1 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/898420/Impact
_of_COVID-19_on_working_household_incomes.pdf 
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Source: H.M. Treasury  
 
Drivers of the Results 

 In general, the higher up the income distribution, the lower the impact current 
government interventions have had at reducing the percentage loss in household 
income. 

 This appears to be primarily driven by a reduced effectiveness of schemes such as 
the Job Retention Scheme (relative to the effectiveness at lower deciles), and could 
be tied to the cap (max £2,500 a month per employee) which may be less likely to 
fully compensate the net income a household in the top 10% decile normally receives 
via employment. 

 On average, although there are clear discrepancies in the change in nominal 
household income per week (Figure 2 below), the average percentage change in 
income due to earnings or job losses, is relatively consistent across all parts of the 
income distribution.  

 
Figure 2: Change in Household Income, £ per week, by working household net income 
decile, Feb – May 2020. 

 
Source: H.M. Treasury  
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Document 7: Briefing on Summer Economic Update Announcements. 08 July 2020. 
 

COVID-19: Summer Economic Update  
8 July 2020 
Office of the Chief Economic Adviser (OCEA), Scottish Government. 
 
Summary 

Today, the Chancellor set out a £30 billion (1.5% of GDP) “Plan for Jobs”, marking the second 
stage in the UK Government’s three phase coronavirus recovery plan. The first stage was a £158.7 
billion support package (8% of GDP), including £49 billion of additional spending on public services 
and the NHS. The third stage will begin in the Autumn when the Chancellor delivers a Budget and 
Comprehensive Spending Review, which will include plans to return the public finances to what he 
considers a sustainable path. Today’s statement falls short of the Scottish Government’s proposal 
for an £80 billion (4% of GDP) package similar to that seen in countries such as Germany. It is 
also smaller than the fiscal stimulus announced prior to the pandemic. Due to the temporary nature 
of the measures announced today, most of which end in January, many businesses will face further 
uncertainty at the same time when they will also have to deal with the end of the transition period 
with the EU.   

The latest HMT Covid response funding position sets out an extra £804 million of Barnett 
consequentials since the last tracker. The majority of this funding confirms previously trailed 
spending increases - most notably on PPE procurement, local government and support for arts 
and culture. In addition a mere £21 million of Barnett consequentials will be generated from today’s 
announcements.  

Main announcements  

 A Job Retention Bonus to encourage firms to bring back furloughed staff as the scheme is 
phased out by October. Employers will receive £1,000 for each furloughed employee still 
employed by 31 January 2021. 

 A £2 billion Kickstart Scheme will subsidise jobs for 16-24 olds that are claiming Universal 
Credit and are at risk of long-term unemployment. The Government will cover 100% of the 
National Minimum Wage for 25 hours a week for each six month job placement.  

 £1.6 billion to scale up employment support schemes, training and apprenticeships. 
Businesses will receive £2,000 for each new apprentice they hire under the age of 25, while 
£111 million of funding will be provided to triple the number of traineeships.  

 A £3 billion green investment package, including subsidies for green improvements such as 
loft, wall and floor insulation, will help create “green jobs”.  

 £5.6 billion of previously announced capital spending will be brought forward, as set out 
by the Prime Minister on June 30.  

 A first of its kind Eat Out to Help Out discount scheme will provide a 50% reduction for sit-
down meals in cafes, restaurants and pubs from Monday to Wednesday every week 
throughout August 2020. 

 In line with the Scottish Government’s proposals, the rate of VAT applied on most tourism 
and hospitality-related activities will be cut from 20% to 5% from 15 July 2020 to 12 January 
2021. 

 A temporary increase to the Nil Rate Band of Residential SDLT (Stamp Duty) from 
£125,000 to £500,000 will be introduced with immediate effect until 31 March 2021.  Stamp 
Duty on property is devolved and the net impact on the Budget will depend on the extent to 
which the policy is mirrored in Scotland. 
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Table 1: Plan for Jobs Policy Decisions   £ billion 

Job Retention Bonus       
Up to 
9.4 

Kickstart Scheme           2.1 
Boosting worksearch, skills and apprenticeships  1.6 
VAT cut for hospitality, accommodation and 
attractions  4.1 
Eat Out to Help Out           0.5 
Infrastructure package        5.6 
Public sector and social housing decarbonisation  1.1 
Green Homes Grant           2 
Stamp Duty Land Tax Cut        3.8 

Total Support Announced     Up to 30 

Implications for Scotland’s Budget 
Block grant: While the Scottish Government will receive an extra £804 million of Barnett 
consequentials for the Covid Response, the large majority of this confirms previously announced 
spending increases - most notably on PPE procurement (£466 million), local government and 
support for arts and culture. A mere £21 million of additional Barnett consequentials will be 
generated from today’s announcements, largely in relation to the scaling up of employment support 
and traineeship schemes. There remains a risk that some of these consequentials might be clawed 
back at a later stage, due to re-prioritisation of spend within UK Government departments. 

  

Totals and breakdowns (£m) SG 
Total Covid-19 support to date 4,595 

Public services 2,132 

Health services (DHSC)  1,174 

Local authorities (MHCLG)  381 

Railway services (DfT)  448 

Schools etc (DfE)  81 

Other  47 

Business support 2,415 

Business support grants (total cost)  1,206 

Business rates reliefs (total cost)  1,047 

Charity support  55 

Cultural Recovery Fund  97 

Other  10 

Individuals 49 

LA hardship fund  49 

  

Devolved tax and Block Grant Adjustment: Under the Fiscal Framework, Scotland’s spending 
power increases if it can grow its tax revenues per head more quickly than the rUK, and vice 
versa. Today’s cut in UK SDLT will reduce rUK receipts and hence the Block Grant Adjustment 
although the exact scale of the reduction also depends on the performance and recovery of the 
UK housing market. The Treasury document estimates that the SDLT cut will reduce rUK 
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receipts by £3.8 billion, however, this does not include any behavioural responses. The net 
impact of any tax changes on the Scottish Budget also depends on future revenues.  
 
Policy Announcements in Detail 
 
Job Creation and Retention 
 

Job Retention Bonus: The government will introduce a one-off payment of £1,000 to UK 

employers for every furloughed employee who remains continuously employed through to the end 

of January 2021. Employees must earn above the Lower Earnings Limit for National Insurance 

(£520 per month) on average between the end of the Coronavirus Job Retention Scheme and the 

end of January 2021. Payments will be made from February 2021. Further detail about the scheme 

will be announced by the end of July. [REDACTED - Section 38(1)(b) – personal data of a third 

party; Section 29(1)(a) – formulation or development of government policy; Section 30(b)(a) – free 

and frank advice ] 

 

Kickstart Scheme: The government will introduce a new £2 billion Kickstart to create hundreds of 

thousands of high quality 6-month work placements aimed at those aged 16-24 who are on 

Universal Credit and are deemed to be at risk of long-term unemployment. Funding available for 

each job will cover 100% of the relevant National Minimum Wage for 25 hours a week, plus the 

associated overhead costs. [REDACTED - Section 38(1)(b) – personal data of a third party; 

Section 29(1)(a) – formulation or development of government policy; Section 30(b)(a) – free and 

frank advice ]  

 

Traineeships: The UK Government will provide an additional £111 million this year for 

traineeships in England, to fund high quality work placements and training for 16-24 year olds. This 

funding is enough to triple participation in traineeships. The UK Government will fund employers 

who provide trainees with work experience, at a rate of £1,000 per trainee. [REDACTED - Section 

38(1)(b) – personal data of a third party; Section 29(1)(a) – formulation or development of 

government policy; Section 30(b)(a) – free and frank advice ]  

 

Apprenticeships: The UK Government will introduce a new payment of £2,000 to employers in 

England for each new apprentice they hire aged under 25, and a £1,500 payment for each new 

apprentice they hire aged 25 and over, from 1st August 2020 to 31st January 2021. These 

payments will be in addition to the existing £1,000 payment the government already provides for 

new 16-18 year-old apprentices, and those aged under 25 with an Education, Health and Care 

Plan – where that applies . [REDACTED - Section 38(1)(b) – personal data of a third party; Section 

29(1)(a) – formulation or development of government policy; Section 30(b)(a) – free and frank 

advice ]  

 

Job Centres: The UK government will provide £895 million to double the number of work coaches 

in Jobcentre Plus before the end of the financial year across Great Britain . [REDACTED - Section 

38(1)(b) – personal data of a third party; Section 29(1)(a) – formulation or development of 

government policy; Section 30(b)(a) – free and frank advice ]  
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New funding for sector-based work academies: The UK Government will provide an additional 

£17 million this year to triple the number of sector-based work academy placements in England in 

order to provide vocational training and guaranteed interviews for more people, helping them gain 

the skills needed for the jobs available in their local area. [REDACTED - Section 38(1)(b) – 

personal data of a third party; Section 29(1)(a) – formulation or development of government policy; 

Section 30(b)(a) – free and frank advice ]  

 
New funding for National Careers Service The UK Government will also provide an additional 

£32 million funding over the next 2 years for the National Careers Service so that 269,000 more 

people in England can receive personalised advice on training and work. [REDACTED - Section 

38(1)(b) – personal data of a third party; Section 29(1)(a) – formulation or development of 

government policy; Section 30(b)(a) – free and frank advice ]  

 

Taxation 

 
Stamp Duty Land Tax (SDLT) Cut: The UK government will temporarily increase the 0% band of 

Residential SDLT, in England and Northern Ireland, from £125,000 to £500,000. This will apply 

from 8 July 2020 until 31 March 2021 and cut the tax due for everyone who would have paid SDLT. 

Nearly nine out of ten people getting on or moving up the property ladder will pay no SDLT at all.  

[REDACTED - Section 38(1)(b) – personal data of a third party; Section 29(1)(a) – formulation or 

development of government policy; Section 30(b)(a) – free and frank advice ]  

 

 

Temporary VAT Cut: The rate of VAT on hospitality and tourism will be cut on food, 

accommodation and attractions, from 20% to 5%, until 12 January 2021. The reduced rate will 

apply to supplies of food and non-alcoholic drinks from restaurants, pubs, bars, cafés and similar 

premises, as well as to the supplies of accommodation and admission to attractions across the 

UK. Further guidance on the scope of this relief will be published by HMRC in the coming days. 

[REDACTED - Section 38(1)(b) – personal data of a third party; Section 29(1)(a) – formulation or 

development of government policy; Section 30(b)(a) – free and frank advice ]  

 

Spending 
Energy efficiency schemes: Households will receive vouchers of up to £5,000 to spend on 

energy efficiency schemes, such as loft lagging and floor insulation. Half of the funding will 

reportedly be directed towards those on low incomes, who will be eligible for up to £10,000. . 

[REDACTED - Section 38(1)(b) – personal data of a third party; Section 29(1)(a) – formulation or 

development of government policy; Section 30(b)(a) – free and frank advice ]  
 

Eat Out to Help Out Scheme: The scheme will entitle every diner to a 50% discount of up to £10 

per head on their meal, at any participating restaurant, café, pub or other eligible food service 

establishment. The discount can be used unlimited times and will be valid Monday to Wednesday 

on any eat-in meal (including on non-alcoholic drinks) for the entire month of August 2020 across 

the UK. Participating establishments need to register for the scheme, and will be fully reimbursed 

for the 50% discount. [REDACTED - Section 38(1)(b) – personal data of a third party; Section 
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29(1)(a) – formulation or development of government policy; Section 30(b)(a) – free and frank 

advice ]  
 

Capital spending: £5.8 billion will be spent on shovel-ready construction projects to get Britain 

building, including: 

 £1.5 billion for hospital maintenance and upgrades 

 £100 million for our local roads network 

 over £1 billion to start to rebuild schools in the worst condition in England, plus £760 million 

this year for key maintenance work on schools and FE colleges 

 £1 billion for local projects to boost local economic recovery in the places that need it most 

 £142 million for court maintenance to repair around 100 courts across England. 

. [REDACTED - Section 38(1)(b) – personal data of a third party; Section 29(1)(a) – formulation 
or development of government policy; Section 30(b)(a) – free and frank advice ]  

 
Media Response and Comparison to the Scottish Government’s 
Proposal 

 Paul Johnson (Institute for Fiscal Studies, IFS) “Given uncertainty about development of 
economy, jobs, virus etc feels right to me that Chancellor is clear he'll be back to do more, not 
trying to do everything at once. Be under no illusion - this was a big package on top of 
enormous interventions so far.” (8 July) 

 Torsten Bell (Resolution Foundation, RF): “Overall, the Chancellor has announced a welcome 
set of measures that add to much bigger policy announced over the last few months. The 
unprecedentedly large steps previously taken to protect incomes, have now been followed by 
much more normal-sized measures to support jobs and demand, particularly in the hardest-hit 
sectors. Given that this economic crisis is here to stay until a vaccine is found, the Chancellor 
is likely to need to return with further support for demand and employment in the Autumn.” (8 
July) 

Scottish Government’s proposal 

The Chancellor’s package of measures falls well short of the Scottish Government’s proposals.  

Scottish Government Proposal Chancellor’s Statement 

1. Avoid a return to the austerity of the past and adopt flexible 
fiscal rules. Growing the economy and reducing inequality 
should take priority over deficit reduction until the economy 
has fully recovered. 

Fiscal rules to be reviewed in the autumn  

2. Introduce a fiscal stimulus package worth £80 billion, or 4% of 
UK GDP, to deliver an investment-led recovery, accelerate 
the transition to net zero and build an economy which has the 
broader wellbeing of the population at its heart. 

£30 billion (1.5% of GDP) package but 
potentially further action in the autumn 

3. Cut the standard rate of VAT to 15% for six months once 
current restrictions have been lifted across the UK. Reduce 
VAT for the hospitality sector to 5%. 

Commitment to reduce VAT in Hospitality 
from currently 20% to 5% 

4. Accelerate major investment in low-carbon, energy efficiency 
and digital infrastructure and recognise the value of this 
investment by assessing the government’s fiscal 
sustainability in terms of its public sector net worth. 

£3 billion investment in “green” recovery; 
fiscal rules to be reviewed in the autumn 
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5. Enable Scotland to shape its own response to the pandemic 
by providing further consequentials for investment into the 
Scottish economy and by extending Scotland’s fiscal 
flexibilities.  

£21 million in additional consequentials 
from today’s statement; no comment on 
fiscal flexibilities 

6. Choose to use public money to protect jobs and livelihoods 
through support schemes and increase the 
responsiveness,  accessibility, generosity of the UK welfare 
safety net, so that it provides sufficient support for people in 
and out of work. 

Job Retention Bonus but no support for the 
self-employed or increases in welfare 
measures 

7. Introduce a jobs guarantee scheme for young people, 
increase training, and continue sector-specific employment 
and business support schemes where needed. 

Kickstart scheme and additional 
apprenticeships but no continuation of the 
Job Retention Scheme 

8. Create jobs through a significant reduction in firms’ labour 
costs by cutting employers’ National Insurance Contributions 
and removing the costs of the apprenticeship levy.   

Could be announced in the Autumn  

9. Agree a national debt plan to support businesses, households 
and the banking system through the economic recovery and 
manage debt recovery over a longer time period. 

No announcement 

10. Reset the monetary policy objective of the Bank of England 
so that long-term growth and reducing inequality are 
promoted. 

No announcement 
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Document 8: FMQ Note on Summer Economic Update. 08 July 2020. 

 
CHANCELLOR‘S SUMMER ECONOMIC UPDATE 

 
ISSUE – 8 July: The Chancellor announced a ‘Plan for Jobs’ package in his summer 
statement. It included a package of “up to £30 billion” (c. 1.5% of GDP) with a Job Retention 
Bonus, a Kickstart Scheme, boosting worksearch and skills, and a temporary reduced rate of 
VAT of 5% for hospitality, accommodation and attractions. This £30bn package generates 
£21m consequentials. It includes the PM’s £5 billion package from 30 June, which is multi-
year. An accompanying HMT publication on 8 July also outlined previously trailed measures 
including Culture and Health PPE and Test & Trace, which generated consequentials. No 
detail was given on fiscal flexibilities for the devolved administrations.  HMT confirmed a 
revised Scottish Government allocation for COVID-19 related consequentials of £4.6 billion 
(an increase of £800m from previous public position). 
ISSUE - 30 June: The Prime Minister announced that he will bring forward £5 billion of 
capital investment projects under a review of planning rules, dubbed Project Speed, in order 
to aid the economic recovery. However, for 2020-21 there is no “new” money (and therefore 
no consequentials) as all funding is recycled from existing budget plans announced at March 
2020 Budget. He refused to rule out the possibility of tax rises. 
ISSUE – 29 June: The Scottish Government published a paper calling upon the UK 
Government to deliver a further fiscal stimulus of 4% of GDP (£80 billion) to kick-start the 
economic recovery. The paper sets out ten principles the UK Government should follow to 
manage the economy and public finances through the recovery. 
ISSUE – 29 June: The STUC has backed the SG’s calls for a UK fiscal stimulus focused on 
job creation - through public works, investment in clean infrastructure projects and 
investment in education and social care. The STUC supports an extension of the furlough 
scheme for the hardest-hit sectors alongside a Jobs Guarantee. However, unlike the SG, the 
STUC opposes VAT cuts arguing that this disproportionately benefits the better off.  
 
 
Top Lines 
 We called for an £80 billion stimulus package to build a strong, green and inclusive 

economic recovery and while there are elements in this announcement to be welcomed, 
in particular the measures on VAT for tourism and hospitality, overall this package is a 
huge opportunity missed.  

 The package amounts to £30 billion and falls well short of the £80 billion we called for to 
boost the economy and protect jobs. 

 The package was disappointing and only £21 million Barnett consequentials were provided 
to enable us to invest in our economy and shape our own response to the pandemic.  

 Despite announcing new funding measures worth up to £30 billion today, most of it 
bypasses devolution and does not provide the Scottish Government with the funding we 
need to enable us to tailor an economic response that meets Scotland’s needs. 

 There is no extension to the furlough scheme for hard-hit sectors and no further support 
for households in financial difficulty.  

 The initiatives are short-lived and do not provide long term certainty for business or 
households. Instead they will push problems back to the end of the year when we will also 
have to deal with the end of the transition period with the EU. 

 
Very little additional funding will flow to the Scottish Government as a result of the 
Chancellor’s update, leaving us with a continuing budget challenge. 
 Every penny of consequentials that comes to us is being passed on to support the 

response to COVID-19 in Scotland. 
 The Update provides £804 million of Barnett consequentials, but almost all of it simply 

confirms previously trailed announcements – including £466 million for PPE 
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procurement, £49 million from local government measures in England and £97 million 
from measures to support arts and culture in England. 

 We are already looking at how best to allocate these consequentials and will confirm the 
outcomes as soon as possible. However, they fall well short of our estimates of what is 
needed across public services in response to COVID-19. 

 In addition, a mere £21 million of new Barnett consequentials will be generated from the 
£30 billion in the Chancellor’s Update. 

 
This package is a huge opportunity missed. 
 We set out bold and practical proposals for a UK-wide £80 billion (4% of GDP) fiscal 

stimulus to regenerate the economy and reduce inequalities. 
 The Chancellor’s jobs plan amounts to “up to” £30 billion (1.5% of GDP) and falls well short 

of the £80 billion we called for to boost the economy and protect jobs. 
 Our proposal recommended bold, practical steps which would provide an immediate boost 

to our economy, protecting existing jobs and delivering new ones.  
 Germany has already adopted a similar-size stimulus package, representing 4% of GDP, 

and the UK should have been similarly ambitious. 
 The package did not match the scale of the economic challenge we are facing and the 

Chancellor will most likely have to come back for more. 
 This view is shared by the Resolution Foundation: “Overall, the Chancellor has announced 

a welcome set of measures that add to much bigger policy announced over the last few 
months. The unprecedentedly large steps previously taken to protect incomes, have now 
been followed by much more normal-sized measures to support jobs and demand, 
particularly in the hardest-hit sectors. Given that this economic crisis is here to stay until a 
vaccine is found, the Chancellor is likely to need to return with further support for demand 
and employment in the Autumn.” (RF, 8 July) 
 

The Statement did not provide the Scottish Government with the powers it needs. 
 Despite announcing new funding measures worth up to £30 billion today, most of it 

bypasses devolution and does not provide the Scottish Government with the funding we 
need to enable us to tailor an economic response that meets Scotland’s needs. 

 Without those powers we would be left at a severe disadvantage to other nations, and 
would effectively be trying to chart our way to recovery with one hand tied behind our back.  

 
There is limited new capital spend announced. 
 The £5.6 billion infrastructure package had previously been announced and does not 

represent new capital spend. 
 We called for accelerating the transition to a net-zero economy through major investment 

in low carbon as well as digital infrastructure which should be at the heart of any stimulus 
package – all of which was notably absent from the statement. 

 The UK Government should have taken advantage of historically low interest rates and 
invested in further capital spending to deliver an investment led recovery. 

 
There was no further support for households in financial difficulty 
 The Chancellor announced an “Eat Out to Help Out” scheme to entitle every diner to a 

50% discount of up to £10 per head on their meal, at any participating restaurant, café, 
pub or other eligible food service establishment during August only.  

 A half price meal out does not help those struggling to put food on the table. 
 The cost of this is estimated at £500 million and this is insufficient to provide the boost to 

consumer spending we need.  
 We had called for a temporary cut to VAT to boost consumption and this Eat Out to Help 

Out scheme is not the scale we are calling for.  
 

There was no extension to the furlough scheme for hard-hit sectors  
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 We welcomed the support the Job Retention Scheme has given to employers and their 
employees, and the scheme’s extension to October. 

 We called on the UK to continue the scheme in some form to deliver a firm foundation of 
keeping people in work as a better option than funding mass unemployment. 

 Instead the Chancellor today announced a limited Job Retention Bonus to encourage firms 
to keep on furloughed workers. 

 This is not enough - there are some sectors  where we know recovery will take longer and 
we anticipate that many employers and employees will continue to require support beyond 
the end of the year. 

 The Resolution Foundation also questions whether the scheme will boost employment: 
“The Job Retention Bonus of £1,000 for firms that bring back furloughed workers and still 
employ them in January will not make a major difference to employment levels. The 
significant deadweight cost, with payments mainly going to firms who would have brought 
back those workers anyway, is best thought of as cash grants to firms in the sectors that 
were hardest-hit by this crisis.” (RF, 8 July) 

 
The initiatives are short-lived and do not provide long term certainty for business or 
households. 
 Instead they will simply push the problems back to the end of the year when we will also 

have to deal with the end of the transition period with the EU. 
 

We welcome the temporary cut in VAT for the Tourism and Hospitality sector to 5% 
but the statement missed the opportunity to cut taxes for employers. 
 We are taking action to support employers and employees impacted by COVID-19. This 

includes 100% rates relief for retail, hospitality and leisure properties, rates relief for all 
non-domestic properties across Scotland, and a £185 million fund to support newly self-
employed people and affected SME businesses. 

 We argued the stimulus package should finance a two pence cut in employers’ National 
Insurance Contributions to reduce the cost to businesses of hiring staff but the Chancellor 
did not take action to reduce employers’ costs.  

 
Nothing that the Chancellor announced provides any of the fiscal flexibility which we 
are seeking in order to allow us to respond to Scotland’s needs.  
 We urge the UK Government to ease the financial restrictions imposed on devolved 

governments so we can better respond to COVID-19. 
 Specifically, we seek the freedom to switch capital funding to day-to-day revenue and put 

an end to the arbitrary limits on borrowing.  
 These powers will enable the Scottish Government to respond to COVID-19 more 

effectively and reboot our economy.  
 We continue to call on the UK Government to ease these rigid fiscal rules, and give us 

the flexibility we need to properly address the monumental challenges our economy is 
facing. 

 We need more information about the details and scope of the UK Spending Review 
confirmed for the autumn such as whether it will cover more than one year. 

 
[REDACTED– Section 38(1)(b)personal data of a third party] 
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Document 9: Anticipatory Brief Ahead of the Chancellor’s Summer Economic Update. 
07 July 2020. 

 

Summer Economic Update: Anticipatory Brief 
7 July 2020 
Office of the Chief Economic Adviser (OCEA), Scottish Government. 
 

Summary 

The Chancellor will give a summer economic update on Wednesday 8th July around 12:30 pm. 

The Statement is intended to mark a shift in the UK Government’s response to COVID-19 from the 

support phase to a stimulus phase, aiming to encourage households to spend as normally as 

possible and to create jobs to prevent rising unemployment. The summer statement will be 

followed by two bigger fiscal events, a Spending Round and a Budget, in the autumn. 

The statement will not be accompanied by an economic forecast from the Office for Budget 

Responsibility (OBR) and so is not a full fiscal event. Instead, the OBR will set out a range of 

scenarios exploring different recovery paths for the UK economy alongside its bi-annual Fiscal 

Sustainability Report on July 14.  

The Chancellor is expected to focus on job creation but has downplayed any expectations for big 

tax cuts to boost the economy. The statement will build upon the UK Government’s recovery plan, 

set out by the Prime Minister on June 30, which pledged to accelerate £5 billion of capital 

investment previously announced at March Budget. However, while significant, the measures to 

be announced tomorrow are not expected to be on the same scale as the interventions taken to 

date to deal with the pandemic and they may not be immediate. They are also likely to be smaller 

than recovery packages announced in Germany and France. 

Potential Policy Announcements 

Faced with the deepest recession in living memory, the Chancellor is under increasing pressure to 

take decisive action to kick start the economic recovery. However, he is expected to delay major 

tax cuts until more economic data becomes available and announce a targeted VAT cut only - 

aimed at those sectors hit hardest by the pandemic, such as Hospitality and Tourism. The key 

focus of the statement is likely to be on job creation and retention as well as a “green” recovery, 

echoing themes of the UK Government’s recovery plan.  

Job Creation: Following the Prime Minister’s commitment to introduce an “opportunity guarantee” 

for young people, the Chancellor is expected to announce a series of training initiatives for young 

people alongside a multibillion-pound “green jobs” package. This is likely to include: 

 From September 2020, companies in England will receive a £1,000 bonus for each 

apprentice they take on. This is likely to generate around £11 million of Barnett 

consequentials for Scotland.  

 The number of DWP work coaches will be doubled from 13,500 to 27,000, one of the 

largest ever increases in front-line job centre staff. 
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 The Prime Minister has again confirmed that the Job Retention Scheme will be phased out 

by October. While Scottish Ministers have repeatedly called for an extension to the 

scheme, in particular in sectors that are unable to resume economic activity in a way that 

is viable, such as Hospitality, the Treasury is reportedly not in favour of a sectoral furlough 

scheme.  

Green Recovery: The Chancellor will announce a £3 billion package of energy efficient measures 

to boost the economy and create jobs while accelerating the transition to a net zero economy. This 

will include £2 billion towards a new Green Homes grant, for home owners to undertake energy 

saving home improvements, and £1 billion for insulating public buildings, with resources to be 

spent within a year: 

 The grants are anticipated to help support more than 100,000 jobs. 

 The government will pay at least two-thirds of the cost of home improvements that save 

energy. 

 Households will receive vouchers of up to £5,000 to spend on energy efficiency schemes, 

such as loft lagging and floor insulation.  

 Half of the funding will reportedly be directed towards those on low incomes, who will be 

eligible for up to £10,000 and will not have to make any contribution to the cost of  

improvements. 

 The Chancellor will also announce £50m to pilot new approaches to retrofitting social 

housing to make them greener, through measures like heat pumps, insulation and double 

glazing. 

Tax: While the Chancellor has downplayed any expectations for major tax cuts, the most likely 

options include: 

 An immediate cut in VAT for pubs, restaurants and cafés lasting 6 months; 

 A temporary (6 month) increase in the threshold at which people start paying residential 

Stamp Duty Land Tax (SDLT) from currently £125,000 to as much as £500,000 to stimulate 

the housing market. Stamp duty on property is devolved to Scotland and such an 

announcement would increase stakeholder pressure to apply similar policies in Scotland, 

where the current 0% threshold is £145,000.  

The Chancellor is likely to wait and see how the economy reacts to the easing of the restrictions 

and the unwinding of the furlough scheme before considering further tax measures in the autumn, 

such as: 

 A reduction in employers’ NICs, in particular for companies taking on new staff;  

 A compulsory delivery charge for online purchases in an effort to cut emissions and level 

the playing field between high street and online retailers.  
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The UK’s Economic and Fiscal Outlook 

Economic Outlook: COVID-19 has already 

resulted in the sharpest and deepest economic 

downturn in living memory. Over the two months 

March and April, UK GDP has fallen by around 

25%, with the fall broad based across all sectors 

(see Chart 1). Output in Scotland fell by a similar 

amount (-23%) over this period. The outlook for 

the UK and global economy is increasingly 

pessimistic. The latest average of independent 

forecasts is for UK GDP to fall by 9.2% in 2020 

while the International Monetary Fund expects the 

global economy to contract by 4.9% in 2020.  

Labour market: The impacts of COVID-19 on the labour market have been softened so far by the 

UK Government’s employment support schemes which have supported over 12 million jobs to 

date. However, pressures in the labour market are evident: the claimant count, a more timely 

indicator than the unemployment rate, indicates that there were more than twice as many out of 

work claimants in the UK in May (rate of 7.8%) than in March (3.5% rate) and there was a very 

similar increase for Scotland (4.0% to 7.8%). In addition, the number of UK vacancies has fallen 

by around 60% since March and online job vacancy data for Scotland shows similar declines. As 

the furlough scheme is gradually phased out from August onwards, unemployment is likely to 

increase. In April, the OBR estimated that the unemployment rate could reach 10% in Q2 2020, 

up from 4% prior to the pandemic. Analysis by the Scottish Government estimates unemployment 

could reach 10% by the end of 2020 in Scotland and would have reached 14% in the absence of 

the scheme. OCEA analysis suggests that it may take between three and six years for the labour 

market to recover to pre-crisis levels.  

Fiscal Outlook: The COVID-19 pandemic, and the resulting reduction in economic activity, will 

significantly raise government expenditure and reduce tax receipts. Public sector net debt at the 

end of May 2020 was 100.9% of GDP. This was the first time that the debt to GDP ratio has 

exceeded 100% since 1963. Over the financial year to date, the UK Government has borrowed 

£103.7 billion, the highest borrowing in any April to May period since records began in 1993. 

However, the fiscal outlook also depends on how quickly the economy recovers and whether there 

are any long-term scarring effects.  

  

Chart 1:  UK GDP by Sector, 2016 = 100 (Source: ONS) 
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The Institute for Fiscal Studies (IFS) has set out three different scenarios for borrowing and debt,  

including a scenario where the virus 

re-emerges in in the second half of 

the year. In its central scenario, 

borrowing is forecast to rise to over 

15% of GDP this year and is expected 

to remain at over 5% of GDP for years 

to come - around 3% higher than 

forecast in the March 2020 Budget. 

While net borrowing would recover 

more quickly under the “faster 

recovery” scenario, the economic 

damage, and hence net borrowing, 

would be much greater if there were to be a second wave. In this case, borrowing is projected to 

peak at over 20% in 2020-21 but would remain at around 7% even by 2024-25.   

The Scottish Government’s Proposals for a UK Stimulus Package 

On June 29, the Scottish Government called for a UK-wide £80 billion fiscal stimulus package to 
regenerate the economy and reduce inequalities following the coronavirus (COVID-19) pandemic, 
proposing ten principles: 

Public finances 

1. Avoid a return to the austerity of the past and adopt flexible fiscal rules. Growing the 
economy and reducing inequality should take priority over deficit reduction until the 
economy has fully recovered. 

2. Introduce a fiscal stimulus package worth £80 billion, or 4% of UK GDP, to deliver an 
investment-led recovery, accelerate the transition to net zero and build an economy which 
has the broader wellbeing of the population at its heart. 

3. Cut the standard rate of VAT to 15% for six months once current restrictions have been 
lifted across the UK. Reduce VAT for the hospitality sector to 5%. 

4. Accelerate major investment in low-carbon, energy efficiency and digital infrastructure and 
recognise the value of this investment by assessing the government’s fiscal sustainability 
in terms of its public sector net worth. 

5. Enable Scotland to shape its own response to the pandemic by providing further 
consequentials for investment into the Scottish economy and by extending Scotland’s fiscal 
flexibilities.  

Support the labour market and improve the welfare safety net 

6. Choose to use public money to protect jobs and livelihoods through support schemes and 
increase the responsiveness,  accessibility, generosity of the UK welfare safety net, so that 
it provides sufficient support for people in and out of work. 

7. Introduce a jobs guarantee scheme for young people, increase training, and continue 
sector-specific employment and business support schemes where needed. 

8. Create jobs through a significant reduction in firms’ labour costs by cutting employers’ 
National Insurance Contributions and removing the costs of the apprenticeship levy.   

Chart 2:  Projected public sector net borrowing under different 
illustrative scenarios for the economy (Source: IFS) 
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Dealing with debt 

9. Agree a national debt plan to support businesses, households and the banking system 
through the economic recovery and manage debt recovery over a longer time period. 

10. Reset the monetary policy objective of the Bank of England so that long-term growth and 
reducing inequality are promoted. 

On July 7, the Resolution Foundation called upon the Chancellor to provide a £200 billion (10% of 
GDP) stimulus package over two years, including a £30 billion ‘High Street Voucher’ scheme which 
would provide £500 per adult and £250 per child to be spent in hard-hit sectors of the economy, 
such as retail, hospitality and leisure. 

 

Annex A: Summary of Potential Announcements 
 

The following annex provides a more detailed summary compiled by officials across the Scottish 

Government of policy measures expected to be contained in the Chancellor’s Statement. 

 

Job Creation and Retention 
 

Traineeships: The UK Government has committed to offering an Opportunity Guarantee so that 

every young person has the chance of an apprenticeship or an in-work placement. To this end, the 

Government will provide £111 million in funding to provide 30,000 new traineeships to get young 

people into work. Firms in England will be given £1,000 for each work-experience plan they offer. 

[REDACTED - Section 38(1)(b) – personal data of a third party; Section 29(1)(a) – formulation or 

development of government policy; Section 30(b)(a) – free and frank advice ]  

Job Centres: The Chancellor will announce one of the largest increases in front line job centre 

staff, doubling the number of work coaches to 27,000 in a bid to try to help jobseekers back into 

employment. 4,500 of them are due to be in post by October. The move is estimated to cost some 

£800 million. [REDACTED - Section 38(1)(b) – personal data of a third party; Section 29(1)(a) – 

formulation or development of government policy; Section 30(b)(a) – free and frank advice ]  

Furlough Schemes: The Prime Minister already confirmed that the Job Retention Scheme will be 

phased out by October.  [REDACTED - Section 38(1)(b) – personal data of a third party; Section 

29(1)(a) – formulation or development of government policy; Section 30(b)(a) – free and frank 

advice ]  

Taxation 
 

Stamp Duty Land Tax - Increasing the 0% threshold from £125k to £500k: The Chancellor 

may announce a temporary change to residential SDLT, aimed at bringing forward property 

transactions by increasing the threshold at which people pay SDLT from £125,000 to £500,000 for 

a period of six months. Press reports suggested that the announcement will trail a change to be 

made at the Autumn Budget, rather than taking effect immediately.  [REDACTED - Section 38(1)(b) 

– personal data of a third party; Section 29(1)(a) – formulation or development of government 

policy; Section 30(b)(a) – free and frank advice ]  

 



 

 30 

VAT: Media coverage suggests that the Chancellor is under increasing pressure from businesses 

to reduce VAT. He may delay a broad VAT cut to first see how consumers react to the opening of 

the hospitality sector in England and whether the more positive signs of pent up demand imply that 

less fiscal stimulus is needed. However, the UK Government is reportedly considering a temporary 

VAT cut for pubs, restaurants and for six months. [REDACTED - Section 38(1)(b) – personal data 

of a third party; Section 29(1)(a) – formulation or development of government policy; Section 

30(b)(a) – free and frank advice ]  

 

National Insurance: There has been some speculation that there could be a change to Employers’ 

NICs to support employer costs. This could take the form of an increase to the employment 

allowance (i.e. focusing support on small businesses) or a reduction in the overall rate.  
[REDACTED - Section 38(1)(b) – personal data of a third party; Section 29(1)(a) – formulation or 

development of government policy; Section 30(b)(a) – free and frank advice ]  

 

Delivery charge for online purchases: A digital transactions tax could be introduced on the price 

of online purchases made by UK consumers. It was proposed last week in a UK Department for 

Transport advisory paper as a means of discouraging multiple purchases to take advantage of free 

returns offers. It could also be introduced as a means of levelling the playing field between high 

street and online retailers and was proposed by Murdo Fraser MSP in Parliament last month for 

this purpose.  [REDACTED - Section 38(1)(b) – personal data of a third party; Section 29(1)(a) – 

formulation or development of government policy; Section 30(b)(a) – free and frank advice ]  

 

Spending 

 

Energy efficiency schemes: Households will receive vouchers of up to £5,000 to spend on 

energy efficiency schemes, such as loft lagging and floor insulation. Half of the funding will 

reportedly be directed towards those on low incomes, who will be eligible for up to £10,000. . 

[REDACTED - Section 38(1)(b) – personal data of a third party; Section 29(1)(a) – formulation or 

development of government policy; Section 30(b)(a) – free and frank advice ]  
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Annex B: UK Fiscal Interventions to Date (as of July 7) 

UK Government’s fiscal policy response: 

The UK Government has already 

implemented a range of policy measures 

unprecedented in the UK. The OBR  

estimates that the fiscal aid provided to 

date will cost £132.6 billion, or around 7% 

of GDP, in 2020-21. This already exceeds 

the fiscal support provided at the height of 

the financial crisis in 2008-09 (0.6% of 

GDP in 2008-09 and 1.5% of GDP in 

2009-10 respectively).  

The Government’s employment support 

schemes for workers and the self-employed are by far the most costly element of the fiscal 

interventions, accounting for more than half of the costs, or around £69 billion (see Chart 3). The 

Scottish and UK Governments have also implemented a package of tax cuts and cash grants to 

businesses worth £28 billion, and a further £8 billion of support to households in the form of 

increases in welfare payments and sick pay. The UK Government has also provided up to £330 

billion (over 15% of GDP) of state-backed loan guarantees.  

Take up of the support schemes: Over 1 million businesses have successfully applied for the state 

backed loan schemes while more than 12 million jobs have been protected through the 

employment support schemes across the UK. As of 31st of May, 628,200 Scottish jobs, around 

27% of the total Scottish workforce, had been furloughed while 146,000 individuals in Scotland 

made a claim under the self-employed scheme.  

 

Table 1. Support Scheme Take-up (as of 5 July) Uptake UK Value (£bn) 
Coronavirus Business Interruption Loan Scheme 
(CBILS) 

53,536 loans 11.5 

Coronavirus Large Business Interruption Loan 
Scheme (CLBILS) 

394 loans 2.6 

Bounce Back loan scheme 1,013,410 loans 30.9 
COVID-19 Corporate Financing Facility*  (CCFF) 62 businesses 17.6 
Coronavirus Job Retention Scheme 9.4m jobs furloughed 27.4 
Self-employed Income Support Scheme  2.7m claims 7.7 
Future Fund 376 loans 0.4 

 

Scotland’s fiscal response: The Scottish Government has also taken a series of unprecedented 

policy actions with significant fiscal implications in response to the crisis: this included £780 million 

of additional funding in respect of Health and Social Care, £2.3 billion of business support 

measures as well as a £350 million community support package for those most affected by the 

pandemic. The Scottish Government has also announced a £230 million investment package to 

Chart 3:  Estimated Costs of the UKG’s Fiscal Interventions in 
2020-21 
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help stimulate Scotland’s economy following the pandemic, covering construction, low carbon, 

digitisation, and business support. 

Barnett consequentials: The Scottish Government has received £3,791 million in consequentials 

(see table overleaf). This does not yet include consequentials from a number of recent 

announcements, such as the support package for the arts and culture industry or skills 

apprenticeships which remain subject to confirmation. 

 

Implied totals and breakdowns £m 
Implied total COVID-19 support to date (7 July) 3,791 

Public services 1,432 
Health services 612 
Local authorities 320 
Railway services 448 
Other 43 
Other CDEL 9 

Business support 2,310 
Business support grants (total cost) 1,206 
Business rates reliefs (total cost) 1,047 
Charity support 55 
Fisheries support 0 

Other 2 
Individuals 49 

LA hardship fund 49 
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Document 10: Details of Meeting Held by Covid Economy Ministers. 10 July 2020. 
 

COVID ECONOMY MINISTERS’ GROUP, MEETING 17 
 

MINUTES OF MEETING HELD IN ST ANDREW’S HOUSE, EDINBURGH 
AT 10:00 ON FRIDAY, 10 JULY 2020 

 
 

Present: Rt Hon Nicola Sturgeon First Minister 
 Fiona Hyslop MSP Cabinet Secretary for Economy, Fair Work & 

Culture 
 John Swinney MSP Deputy First Minister and Cabinet Secretary for 

Education & Skills 

 Kate Forbes MSP Cabinet Secretary for Finance 
 Michael Matheson MSP Cabinet Secretary for Transport, Infrastructure 

& Connectivity 
 Fergus Ewing MSP Cabinet Secretary for Rural Economy & 

Tourism 
 Roseanna Cunningham MSP Cabinet Secretary for Environment, Climate 

Change & Land Reform 
 Aileen Campbell MSP Cabinet Secretary for Communities and Local 

Government 
 

 
[REDACTED - Section 38(1)(b) – personal data of a third party; Section 29(1)(a) – formulation or 
development of government policy; Section 30(b)(a) – free and frank advice ] 
 
  

In Attendance: Leslie Evans Permanent Secretary 
Liz Ditchburn 
Alyson Stafford 

DG Economy 
DG Scottish Exchequer 

Gary Gillespie 
David Signorini 
Simon Hodgson 

Chief Economic Adviser 
Chief Executive, Scottish Forestry 
Chief Executive, Forestry and Land Scotland 
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Document 11: Details of Phone Meeting between Cabinet Secretary of Finance and 
Scottish Government Officials. 07 July 2020 
 
Title: Catch Up: HMT Fiscal Statement 
Date & Time: 08 July 2020; 13:30 – 14:30 
Venue: Phone 
Invitees: 
Cabinet Secretary for Finance, Kate Forbes 
Director for Budget and Public Spending, Andrew Watson 
Deputy Director for Public Spending, Douglas McLaren 
[REDACTED - Section 38(1)(b) – personal data of a third party] 
Special Advisor to the First Minister, Callum McCaig 
[REDACTED - Section 38(1)(b) – personal data of a third party] 
[REDACTED - Section 38(1)(b) – personal data of a third party] 
Chief Economist, Gary Gillespie 
Minister for Public Finance and Migration, Ben Macpherson MSP 
[REDACTED - Section 38(1)(b) – personal data of a third party] 
[REDACTED - Section 38(1)(b) – personal data of a third party] 
 

 
 

 
 
 


