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Big challenges, Big choices
The Covid-19 pandemic has undoubtedly caused an increase in financial insecurity at a household and individual level. However, it has also exacerbated and increasingly brought to light existing strains on personal and household finances and local and national systems across the UK.  

This paper outlines the final output from the Financial Security Policy Circle. We wanted to ensure the circle met the brief to think long-term and to be ambitious for social renewal in Scotland. At the same time, we wanted to outline some of the first steps and next steps required over the short-term to ensure long-term ambitions are meaningful and deliver short-term change, particularly in the current context of the Covid-19 crisis. 

We have attempted to form consensus positions but where this has not been possible we have reflected this below. 

Summary

A vision for financial security Scotland

A Scotland where:
· Everyone has an adequate income through work and/or social security to meet the minimum income standard
· Everyone has a reliable and secure income, and the ability to depend on their income for the future.
· Everyone has access to the essentials that enable a good quality of life in way that promotes dignity and choice, keeps costs manageable, and where possible, predictable and plannable.
· When and if things go wrong, everyone has access to the ‘shock absorbers’ and ‘safety nets’ they need to ensure unforeseen circumstances do not turn hits to peoples’ finances into hits to their life chances.
· Everyone has power and autonomy over their personal finances and the opportunity to make their own financial decisions.

Long-term policy ambitions for Scotland
By 2030, Scotland will have implemented:
1. A Minimum Income Guarantee for everyone in Scotland, reflective of the different needs people and families have
2. A new social contract for work - a living wage, living hours, flexible work and opportunities for everyone to progress, tackling existing structural inequalities
3. A Universal Basic Services approach to the essentials to a good quality life
4. Affordable access to credit for everyone that needs it, relevant insurance products and the ability to save for the future
5. A human right to money advice, education and help in Scotland including welfare rights, income maximisation, employment and housing rights education and services. 

This paper from the financial security policy circle outlines a number of first and next steps under each of these five long-term policy ambitions to begin to deliver progress on financial security in Scotland. 


Long Term Proposals (next 5-10 years)
The policy circle has identified a series of ambitious long-term proposals towards the realisation of the vision set out here. This section outlines those proposals in greater detail in three sections looking at the income, cost and financial resilience side of delivering financial security. 

i) Income levels, through social security and/or work, are adequate and reliable 

1. A Minimum Income Guarantee
We want to see a Scotland where everyone has the guarantee of a minimum standard of income which recognises their specific needs and enables them to experience a high quality of life. A Minimum Income Guarantee, set at relevant minimum income standards, would establish this principle as a fundamental human right in Scotland. A MIG would work to provide a range of income floors for specific groups, providing means-tested support to those who need it, without conditions, sanctions, limits or caps, set at the minimum income that an individual or a household could reasonably expect to live on in Scotland, taking full account of the differing needs associated with, for example, childcare, caring responsibilities and disability. Having an adequate income is not enough to realise financial security, but it is impossible to realise financial security without one.

2. [bookmark: _Hlk55835994]A new social contract for work – a living wage, living hours, and opportunities for everyone to progress
Over the next decade we want to see an economy in Scotland where people who can work have not only well-paid work per hour, through a living wage, but also have ‘living hours’, and increased opportunities for flexibility, skills provision, training and career progression. We must make sure this recovery is a ‘fair work recovery’ not an ‘any job recovery’. A fair work recovery should address the undervaluation of women’s work and be responsive to existing labour market inequalities, seeking to lower the particular barriers to getting into and getting on in fair work for groups of people across Scotland. Expanding take-up of living wage, encouraging an additional focus on ‘living hours’ and encouraging flexible working and career progression should be central to our response through and following the Covid-19 crisis.

ii) Costs are manageable and plannable and allow everyone to access the essentials to a good quality of life

3. Adopting a Universal Basic Services approach
In Scotland, people should have access to the things that are fundamental to a good quality of life, through free or affordable, high-quality collective services. A Universal Basic Services approach offers a model for greater financial security in Scotland in which improved and expanded collective services would meet essential needs and costs in conjunction with measures to ensure adequate incomes. A post-pandemic Scotland should re-imagine what constitutes an essential service to ensure people are not plunged into financial insecurity by unpredictable or unmanageable costs. Services should be designed to be inclusive and address barriers faced by women and other protected characteristic groups accessing them. This could see a very different conception of what is essential for 2021, compared to historic conceptions of the welfare state. For example, this could include ensuring people can access the childcare, energy, fuel, housing and transport and digital services they need and delivering high quality collective care, childcare, education and health services. Services would need to take account of the differing needs and costs faced by people and families, including costs related to childcare, caring and disability. In many ways a Universal Basic Services approach builds on the Scottish Government’s approach over many years. While not all of these services should be or can be provided by the state or the state alone, the state should play a role in ensuring these basic needs are met through collective provision, working with local authorities, providers and communities to provide more efficient, affordable services .

iii) People have access to the ‘shock absorbers’ and ‘safety nets’ to make sure that everyone across Scotland can cope with unforeseen circumstances

4. A Scotland where everyone has affordable access to the credit they need, relevant insurance products and can afford to build savings
By 2030, in addition to providing an adequate level of social security (see Minimum Income Guarantee above), we want to see a Scotland where people have access to affordable credit and the insurance products they need to cope with unforeseen circumstances. This would see a significant increase in third-sector and non-profit provision, to ensure that affordable credit products and relevant insurance products are available for everyone, preventing hits to peoples’ finances becoming hits to peoples’ life chances. This could include expansion of affordable credit to low income families and new provision of insurance products. In addition, and hand in hand, we want to see a Scotland where greater numbers of people can afford to save for the future, including retirement, with new routes to savings promoted through social security, work, through anchor institutions and more generally. However, ensuring people can afford to access credit, insurance and to save will require people to have a sufficient income, and manageable costs, in the first place. This priority can therefore not be divorced from the others outlined above nor delivered in isolation.

5. [bookmark: _Hlk55836133]A human rights-based approach to ensuring money advice, education and help in Scotland, including welfare rights, income maximisation, employment and housing rights advice and services
Money advice, education and help will always be needed in Scotland by people and families across the income spectrum. We want to see a human rights-based approach to money advice, education and help - including welfare rights, income maximisation, employment and housing rights advice and services - whereby these services are seen as essential parts of Scotland’s infrastructure and there to help everyone. Poverty is not caused by people mismanaging their money, it is caused by people not having enough to get by. But when things go wrong because of life events or external circumstances it is essential that people have somewhere to turn for help with money problems. 
Next steps (2-5 years)

Alongside long-term visions we wished to set out a range of first steps and next steps to realise these long-term ambitions. This section outlines those proposals in greater detail in three sections looking at the income, cost and financial resilience side of delivering financial security.

Overall:
Financial security and financial resilience have always been important. But through the Covid-19 crisis and following it, we need a greater focus on financial resilience to ensure people and families across Scotland are able to get through potentially multiple and ongoing peaks in the crisis. 

· The Scottish Government should develop and implement a new financial security tracker in Scotland to understand levels of financial resilience for different groups and geographies in Scotland through the Covid-19 crisis.

Financial security, and more broadly social renewal, must take account of the differing needs that people and families have, and the multiple, overlapping barriers different groups of people face when it comes to financial insecurity. In particular, the gendered nature of financial insecurity, and the broader structural inequalities around gender, race and other protected characteristics, must be taken into account in designing first steps and long-term aims around financial security and social renewal.

· The Scottish Government should develop best practice routes to place the voice of direct experience at the heart of its action to deliver social renewal in Scotland, and financial security in particular. This should include investment in data collection that allows a greater understanding of the differing experiences within geographies and within wider population groups.

i) Income-related action

First steps towards a Minimum Income Guarantee 

· The Scottish Government should adopt, as a long-term aim, the aim of ensuring that the income of everyone in Scotland meets the minimum income standard whether through social security or work. This should include the adoption in Scotland of formal minimum income standards which reflect the varying needs of different groups and ensure they receive a level of income sufficient to lead a good quality of life. This should take full account of the gendered nature of financial insecurity, intra-household dynamics, and the distinct and intersecting inequalities experienced by different population groups in Scotland.
· The Scottish Government should undertake feasibility studies into piloting a Minimum Income Guarantee in Scotland. This should consider what can be done through existing devolved powers and any further devolution required in relation to income-based social security to enable the implementation of a MIG.
· The Scottish Government should increase levels of Scotland-based social security payments and local payments above earnings and inflation to make progress towards delivering a minimum income standard across social security in Scotland. This should include significant increases to the Scottish Child Payment and ways to support over-6s prior to the existing timetable of roll-out by 2022.
· The Scottish Government should work with local authorities to align, automate (where possible) and extend entitlement to other income-based support (such as council tax reduction, free school meals and school clothing grant) to deliver a more seamless Scotland-wide social security system across the national and local level.
· The UK Government must consider urgent improvements to UK-wide social security, including making temporary uplifts in support permanent, implementing a double/triple lock on payments through the recovery from the Covid-19 crisis, and urgent reform/abolition of the current sanctions and conditionality regime, two child limit and benefit cap. The Scottish Government should consider how these parts of the UK system can be abolished or mitigated in Scotland in the meantime.
· The Scottish Government should urgently review how it can provide income and services to people with ‘no recourse to public funds’ (NRPF) status to eradicate destitution and to ensure people with NRPF status have access to a good quality of life in Scotland. This should include consideration of action taken in Wales and Northern Ireland to help people with NRPF status.
· Each of these actions could have significant impacts on gender and race inequalities and the inequalities faced across other protected characteristic groups, including by narrowing income inequalities and tackling poverty in Scotland.

First steps towards a new social contract on work

· The Scottish Government, working with employers and employees, and key stakeholders, should develop, promote and adopt a ‘living hours’ scheme in Scotland building on the hugely successful living wage movement to ensure people have the wage and earnings required to end poverty and narrow inequalities. This could build on existing ‘living hours’ schemes seen within the UK.
· A ‘living hours’ scheme, combined with improved pay, increased flexibility of work, and terms and conditions, could be trialled as part of improvements to terms and conditions across social care, and across all organisations delivering public services, before being rolled out across the Scottish economy.
· The Scottish Government should consider how the use of new forms of conditionality and the creation of new enforceable fair work obligations could become a greater part of ongoing business and economic support as we continue through the the Covid-19 crisis, and following it. We must deliver a ‘fair work’ recovery that addresses labour market inequalities, rather than an ‘any job’ recovery following Covid-19. This should include consideration of how existing employment standards can be better enforced in Scotland.
· The Scottish Government should consider how employers can help to deliver greater levels of financial security over and above pay, hours and conditions. This could include offering routes to savings, flexible pay, insurance and lending schemes that reduce income volatility, help with costs, and promote access to insurance, savings and affordable credit. In particular, the Scottish Government should consider supporting greater roll-out of guaranteed hours schemes and WageStream-style services.
· Each of these actions could have significant impacts on gender and race inequalities and the inequalities faced across other protected characteristic groups, including by narrowing income inequalities and tackling poverty in Scotland. 

ii) Cost-related action

First steps towards a Universal Basic Services approach

· The Scottish Government should adopt the principles of Universal Basic Services as a long-term aim in Scotland.
· The Scottish Government should undertake feasibility studies into piloting approaches to delivering a Universal Basic Services approach in practice in Scotland. Prioritisation for services under consideration should be based on key cost barriers driving insecurity for different groups of people across Scotland, and should be tailored to different peoples’ and groups’ needs. Universal basic services should not mean one-size-fits all state-run services, but should offer inclusive services, ensure barriers to access are addressed (including for particular protected characteristic groups) and offer agency and choice for citizens, a range of ways to provide collective services, and take full account of the intersectional nature of financial insecurity.
· In particular, the Scottish Government should undertake pilots into specific actions that could deliver reductions in energy, travel, housing and digital costs, particularly for the lowest income families working with regulators and providers where possible. These could include:
· Living Rent approaches to housing – new income-based rental agreements which guarantee that housing costs never surpass a certain level of affordability (e.g. 30% of income)
· Social tariffs for broadband and other essential digital services – providing free and discounted digital access to low income families across Scotland
· Providing some element of free (or as close to free) heat and power each day/week for low income households. This could include consideration of strengthened social tariffs for heat and power, making use of fuel vouchers and existing benefits to target those in fuel poverty and reviewing existing support for peoples’ heating bills (such as Winter Fuel Payments, Warm Home Discount, Winter Heating Assistance, Cold Spell Heating Assistance).  
· Extension to travel discounts and free public transport provision – as Covid-19 restrictions begin to be removed and as part of Scotland’s net-zero ambitions between now and 2045. 
· As outlined below, the Scottish Government, working with communities, local authorities and key stakeholders, should reconsider what are defined as essential and statutory services. 
· The UK Government should return local housing allowances to the 50th centile of relevant rents in a given area. The Scottish Government should consider how it can use devolved powers to do so, or to offer greater housing support through other routes including limiting rent increases in the social and private rented sector. 
· Childcare and unpaid care more broadly, have been shown through the pandemic to be absolutely integral to the functioning of our day-to-day lives, communities, and wider economy. When care was withdrawn and childcare provision closed due to Covid-19 restrictions, we saw the direct impact on carers, parents and lone parents in particular – with a disproportionate share of additional unpaid care work shouldered by women across Scotland. The Scottish Government must protect care services through ongoing Covid-19 restrictions and following, and fully fund social care in the recovery, to ensure we can maximise wellbeing for those receiving and giving care in Scotland. Following the full roll-out of 1140 hours subsidised child care provision, the Scottish Government should further extend childcare provision to deliver a flexible, wrap-around and high-quality childcare system that promotes well-being and an inclusive economy for workers, parents and children. Childcare has been shown to be integral to tackling some of the barriers facing women from being able to fully participate in the labour market and society more broadly, and to tackling gender-based economic inequalities. This should be a key component of delivering social renewal in Scotland.
· The UK Government must urgently improve compliance with the child maintenance system across the UK, particularly following reports of policy changes through the Covid-19 crisis that left resident parents and children even more vulnerable to non-payment by non-resident parents. The Scottish Government should consider what new responsibilities would be needed to ensure the child maintenance system can be ‘de-risked’ for resident parents and children in Scotland and what action can be taken in the meantime to do so.
· Each of these actions could have significant impacts on gender and race inequalities and the inequalities faced across other protected characteristic groups, including by narrowing income inequalities and tackling poverty in Scotland.

iii) Financial resilience-related action

First steps to ensuring everyone in Scotland has affordable access to the credit they need, relevant insurance products and can afford to build savings

· The Scottish Government should work with employers to ensure they can deliver greater levels of financial security over and above pay, hours and conditions. This could include offering routes to savings, insurance and lending schemes that reduce income volatility, help with costs, and promote access to insurance, savings and affordable credit. In particular, the Scottish Government should consider supporting greater roll-out of guaranteed hours schemes and WageStream-style services.
· The Scottish Government should work with Social Security Scotland to establish a loans-to-savings mechanism which would allow social security recipients to opt-in to access and repay affordable credit and build savings through the social security system This should happen in addition to the recommendations above to increase adequacy of income and recognise that saving is not possible without an adequate income and manageable costs. 
· The Scottish Government should work with Social Security Scotland to establish the option for lump-sum social security payments to be paid directly into Credit Union or CDFI accounts as ‘savings payments’ on an opt-in basis. This would allow recipients to build savings, borrow against savings as they are built, and develop a savings habit where possible. Again, this must go hand-in-hand with increases in income adequacy and measures to ensure costs are manageable. People cannot save what they do not have.
· The Scottish Government should work with non-profit providers to develop affordable insurance products accessible to everyone, to help when unforeseen circumstances happen. This should happen in addition to the recommendations above to increase adequacy of income and recognise that insurance is unaffordable for many without an adequate income and manageable costs.

First steps to delivering a human rights-based approach to money advice, education and help - including education and advice around welfare rights, income maximisation, employment and housing rights - in Scotland

· The Scottish Government, working with lenders, energy and housing providers, local authorities and key stakeholders, should develop a dignity-based and human rights-based approach to personal debt in Scotland. This would mirror Scotland’s approach to social security and ensure the management of personal debt was designed around the needs of the debtor. This would deliver a ‘new normal’ around personal debt, building on much of the good practice seen during the Covid-19 crisis so far, working to make payment breaks, better communication, improved understanding and softer collection practices across the commercial, government and public sectors permanent features in Scotland.
· The Scottish Government should work with local authorities and housing associations (and potentially with energy, personal debt and landlords in the private sector) to develop debt write off schemes to respond to the build-up of unsustainable debt in Scotland both over the course and before the pandemic, including in relation to social housing rent and council tax. 
· The Scottish Government, working with communities, local authorities and key stakeholders, should reconsider what are defined as essential and statutory services. Through the Covid-19 crisis we have seen how crucial money advice services – including education and advice around welfare rights, income maximisation, employment and housing rights - community spaces such as libraries, and particularly those that offer digital access, have been. This should be reflected in what we define as statutory and essential services and what we ensure is funded to stay open through existing restrictions and beyond. A national, rights based approach to advice and financial education should be taken. Everyone should be helped to understand their right to appropriate advice, whether that is welfare, housing or money advice.
· The Scottish Government, working with local authorities, should review the existing provision of discretionary and crisis funds in Scotland, including the SWF and DHP systems. This should include consideration of additional pre-crisis funds, the balance between prevention and crisis funds, and how they can better promote financial security in Scotland. As part of this the work should ensure those experiencing domestic abuse have access to funding to remove barriers to leaving their current circumstances and building a secure life.
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