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9. This means between now and 1 November, the only support available to 
employers who are required to close is through the existing Job Retention Scheme. 
Since August, employers have had to make a contribution to the costs of the Job 
Retention Scheme. In October, these are 20% of average salary costs, plus pension 
and National Insurance contributions which usually amount to around 5% of staff 
costs. Beyond 31 October, this level of contribution will not be required from 
employers if they are required to close due to public health restrictions. 

Engagement 

10. In developing the options proposed in this paper, we have consulted with the 
STUC, CoSLA and local authority officials, and HMRC. 

Which businesses the scheme should support 

11. We estimate that there are around 5,305 business premises in the central belt 
that are required to close temporarily as part of the current restrictions, primarily 
within the hospitality sector (pubs, bars and restaurants). We also estimate there are 
around 74,000 people employed in these activities who we would expect to be on 
furlough over the period of the restrictions. This includes 25,500 estimated to 
currently on furlough and a further 48,000 that could be furloughed due to 
businesses closing temporarily. 

12. These businesses, uniquely for the remainder of October, will have to make a 
contribution of 20% to furlough costs. This contribution will no longer be necessary 
from 1 November, when the new Job Support Scheme provisions come into play for 
businesses that are required to temporarily close. 

13. Both now and after 1 November, there will also be hospitality businesses, and 
businesses in the wider supply chain, who are not required to close, but face a loss 
of demand and may furlough staff as a result. These businesses will not be eligible 
after 1 November for support under the extension to the Jobs Support Scheme, as it 
will only be available to businesses that are required to close by law. They will, 
however, be able to furlough staff under the original provisions of the JSS. This will 
require that employees work at least 33% of their normal working hours. For the 
remaining hours not worked, the Government and employers will pay 1/3 of the 
wages each. 

14. Putting in place additional arrangements in October to support supply chain 
businesses that are affected by the closure but are not legally required to close in 
October may set expectations that similar support would be offered by SG beyond 
October. We therefore recommend that the furlough support is only limited to 
business that are required to close by law. This is broadly consistent with the 
approach taken previously in Scotland, and in other parts of the UK, for wider 
business support. 

Which workers the scheme should support 

15. The stated purpose of the scheme is to help employers meet the costs 
associated with staff who can be re-furloughed (in October, these are 20% of 
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19. The main £20m grant is being offered on a differentiated basis depending on 
the rateable value of the business premises that has been told to close. We 
considered this for the furlough element of the grant but there is no reliable way of 
linking the rateable value of the premises to the number of people employed in it, so 
we have not pursued this further. 

Option A 

20. We could offer a standard grant for every business we expect to close as a 
result of the restrictions. 
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23. If the grant offered was also intended to cover pension and National 
Insurance contributions for furloughed workers, this gives a cost range of between 
£1,750 and £2,209. In this scenario, a rounded offer of £2,200 to support the 
average number of 14 employees per business premises would cost £11.67m. 

24. This figure represents the estimated support required per average business. 
This will be skewed upwards by a small number of large firms, meaning that the 
majority of businesses supported (who have less than 14 employees) would receive 
grant funding in excess of CJRS costs incurred. However, this also means that a 
small number of firms employing large numbers of workers will be under-supported 
in this sense, and so may need support via other means to cover these costs. The 
majority of businesses affected have less than 10 employees. 

25. The main advantages are the relative ease of administration and the limited 
scope for fraud. 

Option B 

26. We could offer a lower standard grant for every business we expect to close 
as a result of the restrictions with furloughed staff (COSLA are gathering this 
information) by self-declaration, given the significant disparity in size of business and 
number of employees. If we set this at a level less than the £9m previously 
announced, we could use the remainder to increase the other fund elements of the 
£40 million package. If you agree in principle, to this, further advice will follow on 
where this should be re-allocated. 

27. As in Option A, we could offer a standard grant contributing to the 20% 
employer wage contributions, simply calculated from this average cost times the 
number of business premises we expect to be affected, but for a smaller number of 
employees than the average of 14. The majority of the businesses affected have 
less than 10 employees. A standard grant of £1,200 would provide enough cover to 
meet the 20% employer wage contribution for 10 employees, and would cost 
£6.37m. 

28. If the grant offered was also intended to cover pension and National 
Insurance contributions for furloughed workers, then providing cover for 10 
employees would require a standard grant of around £1,500, and cost up to £7.96m. 

29. Offering a smaller standard grant reduces the level of potential overpayment 
to smaller organisations. Diverting some of the £9m to the discretionary fund, and 
making support for larger employers to deal with furlough costs one of the purposes 
of the discretionary fund, would help to address the issue of underpayment. As with 
Option A, this option would be relatively straightforward to administer and would limit 
the scope for fraud. 

Option C 

30. We could offer a fixed amount per employee, and require businesses to 
provide sufficient information along with their application for local authorities to be 
satisfied that the business employed that number of people. 
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31. To provide a differentiated award based on number of employees, or salaries 
of employees, we would need employers to provide appropriate evidence of the 
number of people they employed, and we would ideally need to be able to validate 
this. Without collecting and validating this information, there would be a significant 
risk of fraud. Local authorities do not hold data about how many people are 
employed at a business. 

32. HMRC holds information based on PAYE schemes, and it is this data that 
they have used to underpin the Job Retention Scheme. While this includes personal 
details of each employee, there is not necessarily a correlation between claims made 
to the Job Retention Scheme, and the business premises where individual 
employees work. For large chain businesses, this may be a single return covering a 
large number of premises in different parts of the UK. 

33. HMRC are looking at the introduction of new systems to allow them to 
determine whether employees are related to specific premises to support the 
extension of the Job Support Scheme, but these will not be in place until later this 
year and will not produce data until at least January. 

34. We cannot, therefore, identify a way of verifying how many employees at a 
specific location have been placed on furlough. HMRC officials also highlighted that 
there is no existing legal or technical gateway for this type information to be shared — 
either for SG or local authorities to collect and provide this kind of information to 
HMRC to validate, or for HMRC to provide this information or confirm accuracy; and 
that there would be potentially significant change and administration costs for HMRC 
to put in place arrangements if these could be agreed — alongside the existing 
operational pressure that HMRC faces. 

35. We could continue to pursue this with HMRC but are not certain that an 
acceptable solution would be identified, and not confident that this work could be 
completed to the timescale required. 

36. We could potentially ask businesses to provide information as part of their 
application — e.g. copies of the claims they have made for the Job Retention Scheme 
previously. CoSLA officials' very strong view was that simply asking for this 
information, with no way to validate it with HMRC, would be an unacceptable fraud 
risk for local authority auditors, and might only be palatable if SG accepted this risk. 

37. This option would also place a higher administrative burden on both 
employers and local authorities to process applications. 

38. It would target support directly at the employers and workers most in need. 

39. With average furlough costs of £117, providing this support to the c. 74,000 
people we expect to be furloughed would cost £8.66m. If the grant offered was also 
intended to cover pension and National Insurance contributions for furloughed 
workers, at an average cost of £158, this would cost £11.7m. 
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