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Summary

Introduction

Government Expenditure and Revenue Scotland (GERS) addresses three
qguestions about Scotland’s public sector finances under the current constitutional
arrangements:

o What revenues were raised in Scotland?
o How much was spent on public services for Scotland?
o To what extent did revenues cover the costs of these public services?

GERS is a National Statistics publication. It is assessed by the independent UK
Statistics Authority to ensure that it meets the standards set out in the Code of
Practice for Statistics.

The tables below provide figures for the last three years. Figures for back to
1998-99 are available in the accompanying spreadsheets online.

Feedback from users of the publication is welcome. A correspondence address is
available in the back leaf of the publication. Comments can be emailed to
economic.statistics@gov.scot.

Scotland’s Overall Fiscal Position

GERS provides two measures of Scotland’s fiscal position, the net fiscal balance
and the current budget balance.

The net fiscal balance measures the difference between total public sector
expenditure and public sector revenue. It therefore includes public sector capital
investment, such as the construction of roads, hospitals, and schools, which
yields benefits not just to current taxpayers but also to future taxpayers. Itis
shown in Table S.1 below.

The results for this year’s publication reflect the impact of rising inflation, driven
by high energy prices, through 2022-23. There has been significant spending on
support for the cost of living for households and businesses, worth £4.5 billion for
Scotland in 2022-23. Spending on reserved debt interest payments, which are
partly linked to inflation, has also increased sharply. These increases in spending
is partially offset by a reduction in spending linked to the coronavirus pandemic,
which means that spending on health falls for the first time in GERS. Rising
energy prices, and the introduction of windfall taxes on the oil and gas industry,
have also led to record increases in revenue from the North Sea, which is now at
its highest ever level.
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Table S.1: Net Fiscal Balance: Scotland and UK 2020-21 to 2022-23

£ million
2020-21 2021-22 2022-23
Scotland -37,853 -24,899 -19,139
Scotland - Excluding North Sea -38,605 -27,345 -28,525
As % of GDP
Scotland -23.4% -12.8% -9.0%
Scotland - Excluding North Sea -25.4% -15.7% -15.1%
UK -15.0% -5.2% -5.2%

In 2022-23, Scotland’s net fiscal balance as a share of GDP was -9.0%,

compared to -12.8% in 2021-22. This is a fall of 3.8 percentage points for

Scotland, whilst the UK deficit remained at 5.2%.

This difference is primarily explained by the contribution of North Sea revenue
and activity. Scottish North Sea revenue, grew by £6.9 billion in 2022-23 to
£9.4 billion, to reach its highest ever level. However, excluding North Sea
revenue, the net fiscal balance for Scotland fell by 0.6 percentage points. This
reflects strong growth in receipts, discussed below.

The current budget balance shows the difference between revenue and current
expenditure only. It therefore excludes public sector capital investment. It
measures the degree to which taxpayers meet the cost of paying for public

services, excluding capital investment. It is shown in Table S.2 below.

The current budget balance for Scotland tends to move in line with the net fiscal
balance figure but is typically around 2 percentage points smaller as a share of
GDP. In 2022-23, the deficit on the Scottish current budget balance including the
North Sea also decreased by 3.8 percentage points.

Table S.2: Current Budget Balance: Scotland and UK 2020-21 to 2022-23

£ million
2020-21 2021-22 2022-23
Scotland -32,451 -19,774 -13,577
Scotland - Excluding North Sea -33,203 -22,220 -22,963
As % of GDP
Scotland -20.0% -10.2% -6.4%
Scotland - Excluding North Sea -21.8% -12.8% -12.1%
UK -11.6% -3.2% -3.2%

Scotland’s revenue

Table S.3 shows two estimates of Scotland’s public sector revenue: (i) all
Scottish revenue, and (ii) excluding North Sea revenue.

Scotland’s revenue in 2022-23 grew by £15.0 billion to £87.5 billion. This was an
increase of 20.7% from 2021-22, the largest increase recorded. This reflects

strong growth in North Sea receipts due to high energy prices and the

introduction of the Energy Profits Levy, as well as the continuing reversal of the
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falls in revenue caused by the pandemic. Scottish revenue was 8.6% of the UK
total, its highest level since 2013-14.

e Onshore revenue also recorded strong growth, increasing by 11.5%. This
reflected particular growth in income tax, national insurance contributions, and
VAT, all of which are affected by inflation. As a share of GDP, non-North Sea
revenue rose to 41.2%, its highest level recorded in GERS.

e Scotland’s share of UK non-North Sea revenue was 7.7% in 2022-23, slightly
higher than in 2021-22. This rise was due to relatively stronger performance in
income tax receipts, as well as non-domestic rates income after the ending of
reliefs introduced during the coronavirus pandemic ended.

| Table S.3: Total Revenue: 2020-21 to 2022-23

£ million
2020-21 2021-22 2022-23
Scotland 62,423 72,481 87,496
Scotland - Excluding North Sea 61,670 70,035 78,110
As % of UK total revenue
Scotland 7.9% 7.9% 8.6%
Scotland - Excluding North Sea 7.8% 7.6% 7.7%
As % of GDP
Scotland 38.6% 37.3% 41.1%
Scotland - Excluding North Sea 40.5% 40.2% 41.2%
UK 38.1% 39.3% 40.4%

e Table S.4 below shows estimates of revenue per person for Scotland and the UK.
In the latest year, revenue per person was £696 higher than the UK average, the
first time it has been higher since 2014-15. The difference between revenue per
person in Scotland and the UK is variable and depends North Sea revenue. In
2021-22, when North Sea revenue was lower, revenue per person was £498
lower than the UK average.

e Excluding North Sea revenue, revenue per person in Scotland is lower than the
UK average by £859 in 2022-23.

£ per person

2020-21 2021-22 2022-23
Scotland
Including North Sea revenue 11,413 13,227 15,967
Excluding North Sea revenue 11,275 12,780 14,254
UK
Including North Sea revenue 11,833 13,725 15,271
Excluding North Sea revenue 11,826 13,685 15,113
Difference (Scotland minus UK)
Including North Sea revenue -420 -498 696
Excluding North Sea revenue -550 -905 -859
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Scotland’s spending

Table S.5 below shows estimates of public spending for Scotland. Expenditure

increased from £97.4 bhillion in 2021-22 to £106.6 billion in 2022-23. This

represents a return to growth following a fall in 2021-22, when public expenditure
fell relative to 2020-21 as coronavirus spending was reduced. As a share of GDP,
public spending remained at historically high levels in 2022-23, at 50% of GDP,

around 5 percentage points higher than prior to the pandemic.

The increase in spending reflects an increase in reserved public sector debt
interest, which has increased due to higher borrowing costs and inflation, and the
introduction of Cost of Living support for households and businesses. Together,
these account for almost the entire increase in spending in 2022-23. Without

these increases, public spending would have remained flat, with broader

increases in areas such as education being offset by falls in health spending, as
spending associated with the pandemic fell.

Table S.5: Total Public Sector Expenditure: 2020-21 to 2022-23

2020-21 2021-22 2022-23

Scotland - £ millions 100,275 97,380 106,635

Share of UK (%) 9.1% 9.4% 9.2%
As % of GDP

Scotland 61.9% 50.1% 50.1%

Scotland - Excluding North Sea revenue 65.8% 55.9% 56.2%

UK 53.1% 44.5% 45.6%

Table S.6 below shows estimates of expenditure per person for Scotland and the
UK. Expenditure for Scotland has been consistently higher per person than the

UK average over the period.

Table S.6: Total Expenditure per Person: Scotland and UK 2020-21 to 2022-23

£ per person
2020-21 2021-22 2022-23
Scotland 18,334 17,770 19,459
UK 16,505 15,549 17,243
Difference (Scotland minus UK) 1,829 2,222 2,217
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Frequently Asked Questions

Below is a summary of some of the most frequently asked questions and their
answers.

Q: Who produces GERS?

A: GERS is produced by Scottish Government statisticians. It is designated as a
National Statistics product, which means that it is produced independently of Scottish
Ministers and has been assessed by the UK Statistics Authority as being produced in
line with the Code of Practice for Statistics. This means the statistics have been
found to meet user needs, to be methodologically sound, explained well and
produced free of political interference.

Q: Why is public sector spending per person higher for Scotland in GERS?

A: Public sector spending in Scotland consists of spending on devolved services by
the Scottish Government and local authorities, and spending on reserved services by
the UK Government. For reserved spending such as public sector debt interest,
international services, and defence, Scotland is allocated a population share of UK
spending, and so spending per person on these areas is the same.

As such, spending per person for Scotland is higher primarily due to spending on
devolved services. While there are no official estimates of how spending on devolved
services compares in Scotland to other parts of the UK, analysis by bodies such as
the Institute of Fiscal Studies! suggest that it is between 25% and 30% higher per
person in Scotland. This is as a result of the Barnett formula, and slower population
growth in Scotland.

Q: Why is non-North Sea public sector revenue per person lower in Scotland?
Excluding North Sea revenue, revenue per person is lower in Scotland. While for
many revenues, revenue per person will be similar in Scotland to the UK, there are
some exceptions to this. Revenues where Scotland’s share of UK revenue is
relatively low are those associated with property or assets, such as capital gains tax
(4.0%), and inheritance tax (4.7%), reflecting that in particular properties prices tend
to be lower than the UK average.? Scotland’s share of income tax (6.7%) is also
relatively low. In part, this reflects the shifting of income tax onto higher earners,
through the introduction of the additional rate of income tax and increases in the
personal allowance. Scotland has relatively fewer additional rate tax payers, with
only around 4% of the UK total.

Q: Is GERS a description of the whole Scottish economy?

A: No. GERS reports only on public sector revenue and expenditure. Although these
may be affected by economic performance, GERS does not directly report on
Scotland’s wider economy. If users are interested in the measurement of the
economy as a whole, they should refer to other economic statistics products, such as

1 How and why has the Scottish Government’s funding changed in recent years? | Institute for Fiscal
Studies (ifs.org.uk)
2 UK House Price Index - Office for National Statistics (ons.gov.uk)

Government Expenditure and Revenue Scotland 2022-23 7
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Frequently Asked Questions

the quarterly Gross Domestic product figures or Quarterly National Accounts
Scotland (QNAS) (Economy statistics - gov.scot (Www.goV.Scot)).

Q: How much interest expenditure does Scotland have in GERS?

A: GERS includes two categories of interest spending. The first is reserved UK debt
interest, and Scotland is allocated a population share of this, amounting to £9.1
billion in 2022-23. The second is interest spending associated with public sector
pension funds. These funds also generate interest income, and in 2022-23 Scotland
is apportioned £1.8 billion of interest expenditure associated with public sector
pensions, and £1.8 billion of interest income.

Q: How much spending occurs in Scotland?

A: As set out in the Preface, GERS shows spending for Scotland, rather than
spending in Scotland. This shows that around 9.2% of UK spending is undertaken for
Scotland, slightly higher than a population share. While direct estimates of spend in
Scotland are not available, this is consistent with broader indicators of public sector
activity in Scotland, which show that the public sector plays a larger role in Scotland
than the UK as a whole. For example, around 10% of UK public sector employees
are based in Scotland. Data from HMRC’s Real Time Information system suggests
that 9.4% of paybill across public administration and defence, education, health and
social care was spent in Scotland in 2022-23.

As GERS shows spending for Scotland, not all spending that occurs in Scotland is
included in the GERS spending figures. For example, around £100 million of Scottish
Government expenditure is not included GERS, as it is assumed to benefit residents
outside of Scotland, such as spending on museums in Scotland which benefits
visitors from the rest of the UK.

Q: What are accounting adjustments and why do they feature in the GERS
estimates?

A: Accounting adjustments are used to present revenue and expenditure on a
National Accounts basis, an international reporting standard used by governments.
They normally reflect non-cash items, such as depreciation or pensions liabilities. In
general, these adjustments do not affect the net fiscal balance or current budget
balance, as they are added to both revenue and expenditure. In 2022-23, accounting
adjustments added £8.3 billion to the estimate of Scottish public sector revenue and
£7.8 billion to the estimate of Scottish public sector spending. For more information
on accounting adjustments and where they appear in the revenue tables, see Table
A.9.

Q: Do you use company headquarters to assign corporation tax or taxes like
VAT or insurance?

A: No. Corporation tax on trading profits is estimated on a company-by-company
basis, depending on the economic activity each company has in Scotland, not simply
on the location of company headquarters. VAT, and other taxes such as those
related to insurance activity, are related to expenditure, and are therefore estimated
based on expenditure that occurs in Scotland, rather than the location of a
company’s head office.

Q: How do taxes from the whisky industry feature in the GERS estimates?

8 Government Expenditure and Revenue Scotland 2022-23




Frequently Asked Questions

A: Like any industry, the whisky industry’s activity in Scotland generates tax revenue
through a range of sources, such as corporation tax on profits, income tax and
national insurance contributions on staff earnings, and non-domestic rates payments
on business premises. These are all captured in the estimates of Scottish public
sector receipts reported in GERS.

In addition, whisky consumed in the UK is subject to VAT and alcohol duty. This is
assigned to Scotland on the basis of how much is consumed in Scotland. Whisky

which is exported does not generate UK VAT or alcohol duty. There is no export duty
in the UK.

Government Expenditure and Revenue Scotland 2022-23 9




Preface

This report is the thirtieth in the series of official published estimates of expenditure
and revenue balances of the public sector in Scotland.

GERS is classified as National Statistics and produced in accordance with the
principles of the Code of Practice for Statistics. More information about National
Statistics, including the latest assessment report on GERS (number 274), is
available on the UK Statistics Authority website.3

Feedback from users of the publication is welcome. A correspondence address is
available in the back leaf of the publication. Comments can be emailed to:
economic.statistics@gov.scot

Recent Developments in the Public Sector Finances

The COVID-19 pandemic has had profound impacts on public health, the economy,
and the public finances, particularly in 2020-21 and 2021-22. There was an
unprecedented increase in public sector borrowing, reflecting both lower tax revenue
as economic activity fell and higher spending both on public health response and
support packages. Although revenue in 2022-23 has continued to recover, public
sector borrowing in the UK remains higher than pre-pandemic levels. Last year’s
publication provided a breakdown of coronavirus spending in Scotland across
2020-21 and 2021-22.

Chapter 3 Public Sector Expenditure - Government Expenditure & Revenue Scotland
(GERS) 2021-22 - gov.scot (Www.goV.Sscot)

In 2022-23, health spending has fallen by £1.6 billion as programmes such as
vaccinations and Test and Trace have either been scaled back or ended. However,
overall public spending still rose strongly, driven by rising debt interest payments and
expenditure on schemes to support households and businesses with the rising cost
of living. These included the:

e Energy Price Guarantee — which limited the amount a typical household would
pay for energy to £2,500.

e Energy Bill Support Scheme — which provided a £400 discount to household
energy bills over the winter, which they received across October 2022 to
March 2023.

e Energy Bill Relief scheme — which ran between 1 October 2022 and 31 March
2023, and provided a limit on the price paid by businesses.

e Cost of Living Payments — payments of between £150 to £650 were made to
people on low incomes, people in receipt of qualifying disability benefits, and
pensioners entitled to Winter Fuel Payments.

3 Statistics on Government Expenditure and Revenue Scotland — Office for Statistics Requlation
(statisticsauthority.gov.uk)

10 Government Expenditure and Revenue Scotland 2022-23
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Overall, these interventions amounted to £4.5 billion in 2022-23. Further detail on
this spending in GERS is set out in Box 3.1.

Recent Statistical Decisions and Changes
A number of statistical changes have been made over the last year.
Crown Estate Revenues

The Crown Estates in both Scotland and the UK have recently undertaken auctions
of option rights to develop offshore wind projects. In Scotland these are known as
ScotWind and in the rest of the UK the Offshore Wind Leasing Round 4. These
options last for up to 10 years. Due to the different timing of the auctions in Scotland
and the rest of the UK, and to different contractual arrangements, the revenues will
have a slightly different profile in Scotland and the UK. The UK Crown Estate
recognised £209 million of revenue from option fees in its 2022-23 Annual Report,
which is expected to increase to around £900 million next year. Crown Estate
Scotland has not yet published its 2022-23 accounts, but in its 2021-22 accounts set
out that expects to receive £70 million in 2022-23, and then the same amount for the
following nine years.

These numbers are not yet reflected in the UK Public Sector Finances, with updates
due to be taken on in September. As a result, they will be reflected in the next edition
of GERS.

Bulb Energy Limited

On 24 November 2021, the energy provider Bulb Energy Limited was placed into a
Special Administration Regime (SAR) by the government. This ensured continued
provision of essential services to its customers.

In April 2022, the Office for National Statistics (ONS) reviewed the classification
status and concluded that Bulb is a market body subject to public sector control.
Therefore, Bulb was classified to the public non-financial corporations' subsector
(S.11001) with effect from 24 November 2021, the date it entered special
administration. For further information, see

Recent and upcoming changes to public sector finance statistics - Office for National
Statistics (ons.gov.uk)

The impact on the UK Public Sector Finances of the classification is relative small,
reducing borrowing by £0.2 billion in 2022-23. This will be captured as part of the
residual in the accounting adjustments, meaning Scotland implicitly receives a
population share of this in GERS.

Electricity Generators Levy
In his Autumn Statement on 17 November 2022, the Chancellor announced the
introduction of a new, temporary 45% levy on exceptional electricity generation

receipts, which will apply from 1 January 2023. Exceptional receipts are receipts
from the production of wholesale electricity sold at an average price of more than

Government Expenditure and Revenue Scotland 2022-23 11
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£75 per MWh. The levy only applies to generators who produce more than 50 GWh
of electricity a year, and whose exceptional receipts are more than £10 million.

Since the legislation introducing the Electricity Generators Levy only received Royal
Assent on 11 July 2023, it has not yet been collected by HMRC, and is not yet
included in the UK Public Sector Finances or GERS. It will be included in future
editions. Analysis by the Scottish Government suggests that around 20% of the levy
will be raised from generation in Scotland.

Methodological changes in this edition of GERS

The main methodological change in this edition of GERS relates to non-domestic
rates revenue. This follows a review of their treatment in the UK public sector
finances. The figures for Scottish non-domestic rates are unchanged from previous
years, but there has been an update to the treatment of non-domestic rates paid by
public sector bodies, which are netted off against total revenues within the ‘Other
receipts’ line. Further details are provided in the revenue methodology document.

What Questions Does GERS Address?

GERS addresses three questions about Scotland’s public sector accounts for a
given year:

1. What revenues were raised in Scotland?
2. How much did the country pay for the public services that were consumed?

3. To what extent did the revenues raised cover the costs of these public
services?

Revenue

Public sector revenue is estimated where a financial burden is imposed on residents
and enterprises in Scotland.

In general, the way in which revenue is collected means that separate figures for
each country and region of the UK are not available for most revenues, although
following increased devolution in recent years, more Scottish data have become
available. As a result, Scottish public sector revenue is estimated by considering
each revenue stream separately. Where Scottish data are unavailable, GERS
estimates revenue using a set of apportionment methodologies, refined over a
number of years following consultation with and feedback from users. The
methodology note on the GERS website provides a detailed discussion of the
methodologies and datasets used.*

4 Economy statistics - gov.scot (www.gov.Scot)
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Expenditure

Public sector expenditure is estimated on the basis of spending incurred to provide
services for residents of Scotland. That is, a particular public sector expenditure is
apportioned to a region if the outcome of the expenditure is thought to provide a
public service which benefits residents of that region.

This is a different measure from total public expenditure in Scotland. For most
expenditure, spending for or in Scotland will be similar. For example, the vast
majority of health expenditure by NHS Scotland occurs in Scotland and

is for patients resident in Scotland. Therefore, the in and for approaches should yield
virtually identical assessments of expenditure. However, for expenditure where the
service provided is more collective in nature, such as defence, an assessment of
‘who the service is for’ depends upon the nature of the specific type of

expenditure being assessed. Where there are differences between

the for and in approaches, GERS estimates Scottish expenditure using a set of
apportionment methodologies, refined over a number of years following consultation
with and feedback from users.

The for approach considers the location of the recipients of services or transfers that
public sector expenditure finances, irrespective of where the expenditure takes
place. For example, with respect to defence expenditure, as the service provided is a
national ‘public good’, the for methodology operates on the premise that the entire
UK population benefits from the provision of a national defence service. Accordingly,
under the for methodology, national defence expenditure is apportioned across the
UK on a population basis.

Estimates of spending in Scotland are used in some Scottish Government
publications, such as the Quarterly National Accounts. However, these do not
provide a complete measure of spending, as some types of spending, such as
welfare spending, are not reported. The Scottish Government is currently reviewing
the potential to provide users with estimates of spending in Scotland, and information
on how this would differ from spending for Scotland.

The Data Sources

The source of the revenue data in GERS is ONS’s Public Sector Finances, which
provides disaggregated figures relating to UK public sector revenue.®

The primary data sources used to estimate Scottish public sector expenditure in
GERS are Scottish Government accounting data, and HM Treasury’s Public

5 The latest Public Sector Finances dataset is available from

Public sector finances, UK Statistical bulletins - Office for National Statistics (ons.gov.uk)

As this dataset is updated monthly and subject to minor revision, figures in future data releases may
differ from those used in this report.

Government Expenditure and Revenue Scotland 2022-23 13
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Expenditure Statistical Analyses® and the supporting Country and Regional Analysis
(CRA).”

GERS also makes use of the estimates of Scottish Gross Domestic Product (GDP)
in current market prices published in the Quarterly National Accounts Scotland
(QNAS).8

Additional Information on the GERS Website

The GERS website contains a number of additional analyses of Scotland’s public
sector finances. In addition to containing copies of the GERS report from 1990-91
onwards, the website also contains the tables underpinning this edition of GERS in
Excel format and statistics providing a consistent time series of Scotland’s public
sector finances from 1998-99 to 2021-22.

The GERS website can be accessed via:
Economy statistics - gov.scot (www.goVv.scot)

Comparisons to other countries and regions of the UK

GERS does not provide comparisons of Scottish revenue and expenditure with other
parts of the UK, as data are not yet available for 2022-23 for each country and region
of the UK. Users who are interested in these comparisons are advised to use the
Country and Regional Public Sector Finances publication published by the ONS,
available at the link below. A comparison between the ONS and GERS revenue
figures for Scotland is provided in Table 1.5.

Country and regional public sector finances, UK - Office for National Statistics

(ons.gov.uk)

International comparisons

The Scotland figures in the main tables in GERS are produced to be comparable to
the UK figures presented in the ONS Public Sector Finances and the OBR Economic
and Fiscal Outlook. These report for the public sector as a whole on a financial year
basis. In contrast, organizations such as the European Commission and the
International Monetary Fund report countries’ finances on a calendar year basis and
for the government sector only. Figures for Scotland on this basis are available in
Table A.4.

6 HMT Public Expenditure Statistical Analyses (PESA) - GOV.UK (www.gov.uk)
7 Country and regional analysis - GOV.UK (www.gqoV.uk)
8 Economy statistics - gov.scot (www.qoV.Scot)
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Chapter 1: Public Sector Revenue

Total Public Sector Revenue: Scotland 2022-23

Income tax

Corporation tax (& North Sea revenue)
National insurance contributions
Value added tax

Gross operating surplus

Other taxes

Non-domestic rates

Council tax

Interest and dividends

VAT refunds

Fuel duties

Alcohol duties

Tobacco duties

Land & buildings transaction tax
Environmental levies

Capital gains tax

Vehicle excise duties
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1 Public Sector Revenue

Introduction
This chapter provides detailed estimates of Scottish public sector revenue.

The majority of public sector revenue payable by Scottish residents and enterprises
is collected at the UK level. Generally it is not possible to identify separately the
proportion of revenue receivable from Scotland. GERS therefore uses a number of
different methodologies to apportion revenue to Scotland. These are discussed in
the methodology paper on the GERS website.®

Following the implementation of the Scotland Act 2012 and Scotland Act 2016, an
increasing amount of revenue is being devolved to the Scottish Parliament, and
direct Scottish measures of these revenues are becoming available. To date, landfill
tax, property transaction taxes, and non-savings non-dividend income tax have been
devolved. Chapter 4 provides more information on current and future devolved taxes.
Note that the income tax figures in this chapter cover all income tax, whilst those in
Chapter 4 cover only non-savings and non-dividend income tax.

For taxes where there is no direct measure of Scottish revenue, GERS uses a set of
data sources and methodologies developed over a number of years following
consultation with, and feedback from users and experts. In some cases, a variety of
methodologies could be applied, each leading to different estimates of public sector
revenue in Scotland. Table A.5 in Annex A provides analysis of the confidence
intervals around revenue estimates based on survey data.

GERS reports tax and non-tax revenue separately. Non-tax revenues are primarily
non-cash items such as capital consumption, included for accounting purposes in
gross operating surplus, and the operating surplus of public corporations such as
Scottish Water. These are discussed in more detail below.

Revenue 2022-23

Table 1.1 reports estimated public sector revenue in Scotland and the preliminary
outturn data for the UK in 2022-23. The contribution of each element of revenue to
the Scottish total, and the proportion of UK revenue raised in Scotland, are also
included in the table. The three largest taxes, income tax, national insurance
contributions, and value added tax account for around two thirds of total non-North
Sea revenue.

Overall, Scotland raised £87.5 billion in 2022-23, or 8.6% of total UK income. This
represents an increase from a share of 7.9% in 2021-22, reflecting the growth in
North Sea revenue, which grew by £6.9 billion to reach £9.4 billion in 2022-23, its

9 Economy statistics - gov.scot (wWww.qoV.Scot)
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Public Sector Revenue 1

highest ever level. Scotland has around 90% of the total UK North Sea revenue,
which reached £10.6 billion in 2022-23. This is discussed further in Chapter 2.

Excluding the North Sea revenue, Scotland’s revenue increased to £78.1 billion, an
increase of 11.5%, as revenues continued to recover from the impact of the
pandemic. Scotland saw stronger growth in non-North Sea revenue than the UK,
primarily due to stronger growth in income tax receipts and non-domestic rates
income.

For income tax, this reflects the latest 2022-23 Pay As You Earn (PAYE) income tax
data from HMRC's Real Time Information system, where Scottish receipts grew by
11.4% in 2022-23 compared to growth of 11.0% for the UK as a whole. It also
reflects stronger growth in Self-Assessment receipts relating to 2021-22 but which
are recorded against 2022-23, the year they are paid.

For non-domestic rates income, which grew from £2.1 billion to £2.8 billion, this
reflects the ending of reliefs related to the pandemic ended, and the stronger growth
in Scotland will at least in part reflect the different timing and coverage of reliefs
available in Scotland compared to other parts of the UK.

In order to report revenue on a National Accounts basis, an international reporting
standard used by governments, a number of accounting adjustments are included in
the total revenue estimate. These are primarily symmetric adjustments that also form
part of expenditure, and therefore have little impact on the net fiscal balance.
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1 Public Sector Revenue

Table 1.1: Revenue: Scotland and UK 2022-23

Scotl(?nd UK Scotland
)% of total as % of
£ million non-North | £ million
UK
Sea taxes

Income tax 16,608 24.5% 248,740 6.7%
National insurance contributions 13,345 19.7% 176,880 7.5%
Value added tax 13,253 19.5% 161,592 8.2%
Corporation tax (excl. North Sea) 4,355 6.4% 73,112 6.0%
Fuel duties 2,172 3.2% 25,098 8.7%
Non-domestic rates 2,848 4.2% 28,035 10.2%
Council tax 2,760 4.1% 41,640 6.6%
VAT refunds 2,331 3.4% 25,095 9.3%
Capital gains tax 720 1.1% 18,052 4.0%
Inheritance tax 332 0.5% 7,121 4.7%
Reserved stamp duties 310 0.5% 19,121 1.6%
Land & buildings transaction tax 858 1.3% 858 100.0%
Scottish landfill tax 110 0.2% 110 100.0%
Air passenger duty 252 0.4% 3,268 7.7%
Tobacco duties 1,073 1.6% 9,375 11.4%
Alcohol duties 1,214 1.8% 12,411 9.8%
Insurance premium tax 528 0.8% 7,461 7.1%
Vehicle excise duties 573 0.8% 7,339 7.8%
Environmental levies 802 1.2% 6,756 11.9%
Other taxes? 3,410 5.0% 39,592 8.6%
Total Non-North Sea taxes 67,854 100% 911,656 7.4%
North Sea taxes?

Population share 865 10,570 8.2%

Geographical share 9,386 10,570 88.8%
Other revenue
Interest and dividends 2,553 31,592 8.1%
Gross operating surplus 7,584 67,772 11.2%
Other receipts 120 1,274 9.4%
Total revenue

Excluding North Sea 78,110 1,012,294 7.7%

Population share of North Sea 78,975 1,022,864 7.7%

Geographic share of North Sea 87,496 1,022,864 8.6%
of . which: revenue accounting 8.347 85.162 9.8%
adjustments

1 A description of the other taxes line is provided in the detailed methodology paper
on the GERS website.
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Public Sector Revenue 1

Unlike the expenditure accounting adjustments, which are shown in a separate
expenditure line, the revenue accounting adjustments are included within different
revenue lines, as is set out in Table A.9 in Annex A. In order to aid transparency, a
revenue accounting adjustments line is shown at the bottom of Table 1.1 and 1.4.
This is a sub-total of revenue, and is not additional to the revenue totals reported in
these tables.

Scotland’s share of UK total non-North Sea revenue in 2022-23 was 7.7% which is
0.5 percentage points lower than Scotland’s share of the UK population, and the
second lowest share on record after 2021-22.1° Scotland’s share of revenue has
been declining over time in line with its declining population share.

In general, Scotland’s share of most large revenues is close to either its population
or GDP share. However, there are some exceptions to this, discussed below.

Revenues where Scotland’s share of UK revenue is relatively low are those
associated with property or assets, such as capital gains tax (4.0%), and inheritance
tax (4.7%). This reflects the fact that properties and assets in Scotland tend to have
lower values than the UK average.!! Scotland’s share of income tax (6.7%) is also
relatively low. In part, this reflects the increasingly progressive nature of income tax,
following the introduction of the additional rate of income tax and increases in the
personal allowance. Scotland has relatively fewer additional rate tax payers, with
only around 4% of the UK total.

Revenues where Scotland has a relatively large share include gross operating
surplus (GOS), which includes the surpluses of public corporations. Scotland is
estimated to generate approximately 11.2% of UK public sector GOS, higher than
Scotland’s population share. Scotland’s GOS includes Scottish Water, which is a
large contributor to UK public corporations’ GOS. The equivalent water companies in
England and Wales are outside the public sector and hence do not contribute to UK
GOsS.

Scotland tends to also have relatively high shares of duties associated with tobacco
and alcohol. This reflects the greater incidence of smoking in Scotland,*? and also
the fact that Scotland has higher consumption of spirits than the rest of the UK.*3

Table 1.2 below shows Scotland’s share of the largest UK revenues. Scotland’s
share of UK revenue in 2022-23 is broadly similar to that in 2020-21, at 7.7%,
although slightly lower, in line with its falling share of the UK population.

10 Scotland’s share of the UK population in 2020-21 was 8.2%. Excluding the North Sea, Scotland’s
share of UK GDP was 7.5% (National Records of Scotland, Quarterly National Accounts Scotland and
UK Economic Accounts).

11 Total Wealth: Wealth in Great Britain - Office for National Statistics (ons.gov.uk)

12 Adult smoking habits in the UK Statistical bulletins - Office for National Statistics (ons.gov.uk)

13 Family food statistics - GOV.UK (www.gov.uk)
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1 Public Sector Revenue

‘ Table 1.2: Non-North Sea Revenue: Scotland as share of UK 2020-21 to 2022-23

per cent of UK revenue

2020-21 2021-22 2022-23
Income Tax 6.7% 6.5% 6.7%
Corporation tax (excl North Sea) 6.0% 6.0% 6.0%
National insurance contributions 7.6% 7.6% 7.5%
Value added tax 8.2% 8.2% 8.2%
Council tax and non-domestic rates 7.8% 7.2% 8.0%
All other revenue 9.0% 8.9% 8.8%
Total current non-North Sea revenue 7.8% 7.6% 7.7%

Estimated Revenue: Scotland and the UK, 2020-21 to 2022-23

Table 1.4 shows estimated revenue in Scotland and the UK between 2020-21 and
2022-23. Over this period, Non-North Sea revenue in Scotland is estimated to have
grown by 26.7% in nominal terms, slightly slower than the UK as a whole (27.7%).
The largest single factor explaining this difference is weaker growth in receipts from
national insurance contributions in Scotland, which reflects weaker growth in
earnings and employment, in part as a result of weaker population growth. The
impact of this weaker earnings and employment on Scottish income tax receipts has
to a degree been offset through policy changes in Scotland. Other important factors
are weaker growth in capital gains tax and interest and dividends in Scotland. The
latter reflects growth in interest payments from student loans in the UK.

Table 1.3 shows estimates of revenue per person for Scotland and the UK between
2020-21 and 2022-23. Revenue per person in Scotland is higher than in the UK by
£696 in 2022-23, the first time that they have been higher since 2014-15. Excluding
North Sea revenue, Scottish revenue is £859 lower. Note that per person figures will
be subject to future revision when mid-year population estimates are published
following the release of the Scottish Census 2022.

Table 1.3: Revenue Per Person: Scotland and UK 2020-21 to 2022-23

£ per person

2020-21 2021-22 2022-23
Scotland
Excluding North Sea revenue 11,275 12,780 14,254
Including North Sea revenue (population) 11,283 12,820 14,412
Including North Sea revenue (geographical) 11,413 13,227 15,967
UK
Excluding North Sea revenue 11,826 13,685 15,113
Including North Sea revenue 11,833 13,725 15,271
Difference (Scotland minus UK)
Excluding North Sea revenue -550 -905 -859
Including North Sea revenue (population) -550 -905 -859
Including North Sea revenue (geographical) -420 -498 696
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\ Table 1.4: Revenue: Scotland and UK 2020-21 to 2022-23 (£ million)

Scotland UK

2020-21 2021-22 2022-23 | 2020-21 2021-22 2022-23
Income tax 12,989 14,694 16,608 [ 195,264 224,995 248,740
National insurance 11,041 12,112  13,345| 144,327 160,186 176,880
contributions
Value added tax 9,685 11,754 13,253 117,473 143,415 161,592
Onshore Corporation tax 3,233 4,103 4,355 54,321 68,851 73,112
Fuel duties 1,702 2,267 2,172 20,934 25,943 25,098
Non-domestic rates 1,816 2,108 2,848 18,368 25,802 28,035
Council tax 2,564 2,640 2,760 37,577 39,970 41,640
VAT refunds 1,849 2,152 2,331 20,695 23,161 25,095
Capital gains tax 511 609 720 11,130 15,264 18,052
Inheritance tax 249 283 332 5,350 6,080 7,121
UK stamp duties 298 358 310 14,637 18,877 19,121
Land & buildings
fransaction tax 517 814 858 517 814 858
Scottish landfill tax 107 122 110 107 122 110
Air passenger duty 26 95 252 329 1,189 3,268
Tobacco duties 1,111 1,170 1,073 9,788 10,191 9,375
Alcohol duties 1,204 1,296 1,214 12,156 13,179 12,411
Insurance premium tax 447 481 528 6,306 6,792 7,461
Vehicle excise duties 540 558 573 6,914 7,149 7,339
Environmental levies 747 747 802 6,296 6,296 6,756
Other taxes 2,156 2,577 3,410 24,558 30,667 39,592
Total Non-North Sea
taxes 52,792 60,941 67,854 | 707,047 828,943 911,656
North Sea taxes
Population share 43 218 865 522 2,662 10,570
Geographical share 752 2,446 9,386 522 2,662 10,570
Other receipts
Interest and dividends 2,022 2,064 2,553 24,131 24,308 31,592
Gross operating surplus 6,676 6,850 7,584 59,678 61,321 67,772
Other receipts 180 180 120 2,124 2,076 1,274
Total revenue
Excluding North Sea 61,670 70,035 78,110 | 792,980 916,648 1,012,294
Population share North
Sea 61,713 70,253 78,975 | 793,502 919,310 1,022,864
Geographic share
North Sea 62,423 72,481 87,496 | 793,502 919,310 1,022,864
Of which, revenue
accounting adjustment 7,192 7,640 8,347 73,979 77,913 85,162
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1 Public Sector Revenue

Comparison between GERS and ONS estimates

Any analysis of public sector receipts in Scotland relies on estimation, and as such
alternative estimates are possible. As discussed in the Preface, GERS estimates revenue
using a set of apportionment methodologies, refined over a number of years following
consultation with, and feedback from, users.

The Office for National Statistics (ONS) now publishes public sector finances for the
countries and regions of the UK. The latest estimates covering the period to 2021-22 were
published on 26 May 2023.%4

The table below compares the estimates in GERS with those published by ONS. There are
some differences between the ONS and GERS numbers. For non-North Sea taxes, these
primarily relate to VAT. The estimates of VAT in GERS are consistent with those published
by HMRC for Scottish Assigned VAT, whilst the ONS use a methodology which produces
results for all UK country and regions, which has a higher estimate for Scotland. The ONS,
HMRC and the devolved administrations are working together to reconcile, and where
possible align, methodologies for estimating tax receipts for the UK countries and regions

The differences in other non-North Sea receipts are primarily due to using different data
sources for interest and dividends, where GERS uses specific data for interest income from
Scottish student loans.

Table 1.5: Estimates of Scottish Revenues 2020-21 to 2022-23 (£ million

2020-21 2021-22 2022-23
Non-North Sea taxes
GERS 52,792 60,941 67,854
ONS 52,854 60,494 n/a
Difference -62 447 n/a
Other non-North Sea receipts
GERS 8,879 9,094 10,256
ONS 10,340 10,329 n/a
Difference -1,461 -1,235 n/a
Geographical share of North Sea revenues
GERS 752 2,446 9,386
ONS 760 2,515 n/a
Difference -8 -69 n/a

14 Country and regional public sector finances, UK - Office for National Statistics (ons.gov.uk)
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2 North Sea Revenue

Introduction

In GERS, the term North Sea is used to refer to all offshore oil and gas activity. North
Sea revenue in GERS comes from four sources: petroleum revenue tax, corporation
tax, licence fees, and the new Energy Profits Levy.

Table 2.1 shows the revenue raised from each component of North Sea revenue
since 2020-21. Having been £522 million in 2020-21, UK North Sea revenue
increased in 2021-22 and has seen a further significant increase in 2022-23,
reaching £10.6 billion, its highest level ever. This reflects the impact of higher oil and
gas prices on corporation tax receipts, and the introduction of the Energy Profits
Levy from 26 May 2022.

Table 2.1: Composition of North Sea Revenue: UK 2020-21 to 2022-23

£ million
2020-21 2021-22 2022-23
Licence fees 72 72 72
North Sea corporation tax 691 3,142 6,150
Petroleum revenue tax -241 -552 -234
Energy Profits Levy - - 4,582
Total 522 2,662 10,570

North Sea revenue is subject to annual fluctuations and is driven by a number of
factors, including the oil price, the sterling dollar exchange rate, production,
operating expenditure, capital investment, and the prevailing fiscal regime.

Oil and gas prices fell across 2022-23, although remained higher than pre-pandemic
levels. The oil price fell from $105 per barrel in April 2022 to $78 in March 2023,
whilst gas prices fell from 305p per therm to 118p. These falls reflected markets
continuing to adjust to changes in supply and demand after the Russian invasion of
Ukraine and the ongoing recovery from the pandemic.'® 16

Overall North Sea production of oil and gas increased by 2% in 2022 to 78 million
tons of oil equivalent.'’” This was driven by increases in production of gas, which rose
by 16%, whilst oil production continued to decline, falling by 8%.

In 2022 total expenditure on the UK Continental Shelf increased by 19% in real
terms compared to 2021, to stand at £14.6 billion. The increase was primarily due to

15 Europe Brent Spot Price FOB (Dollars per Barrel) (eia.gov)
16 Wholesale gas prices - Reuters
17 UK enerqy in brief 2023 - GOV.UK (www.gov.uk)
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North Sea Revenue 2

an increase in capital expenditure and operating costs, which increased by 24% an
11% respectively in real terms. There were also large increases in exploration and
appraisal (E&A) and decommissioning expenditure, which both increased by over
40%, although these are still a relatively small part of overall expenditure, together
accounting for around 15% of total spend.!®

The UK fiscal regime in 2022-23 consisted of offshore Ring Fence Corporation Tax
(RFCT) at 30%, Petroleum Revenue Tax (PRT) at 0% and a Supplementary Charge
(SC) of 10%.%° On 26 May 2022, the UK Government introduced a new Energy
Profits Levy, which is an additional 35% tax on UK oil and gas profits on top of the
existing taxes, taking the combined rate of tax on profits to 75%.2°

As shown in Table 2.1, PRT receipts are negative. This reflects the fact that,
although companies no longer pay PRT, they can still claim refunds on PRT paid in
previous years against current trading losses and decommissioning spending. As a
result, PRT receipts will only be negative in the future under the current tax regime.?!

Scotland’s Share of North Sea Revenue

In the ONS’s Regional Accounts, the UK continental shelf is not allocated to specific
geographic regions, but is considered a separate region of the UK (the extra-regio
territory). As such, an assumption as to Scotland’s share of the North Sea needs to
be made in GERS.

Two estimates of Scotland’s share of North Sea revenue are shown in GERS:

1. An illustrative geographical share
2. A population share

These are discussed below.

An lllustrative Geographical Share

The most common approach to estimating North Sea revenue is to apportion a share
of North Sea revenue to Scotland on the geographical location of oil and gas fields.
In order to estimate this share, GERS uses the share reported in the ONS Country
and Regional Public Sector Finances publication. The estimate is based on the
median line principle as employed in 1999 to determine the boundary between
Scotland and the rest of the UK for fishery demarcation purposes. Other alternatives

18 North Sea Transition Authority (NSTA): Production and expenditure projections - Data downloads
and publications - Data centre (nstauthority.co.uk)

19 PRT is an allowable deduction in calculating profits subject to RFCT and SC. Equally, any refund
of PRT is a taxable receipt for RFCT and SC purposes. RFCT and SC are charged on the same profit
base, so neither is allowable as a deduction in calculating the profits chargeable to the other.

20 Applied on profits from the 26" May 2022 and including an Investment Allowance which made energy
companies eligible for tax savings worth 91p in every £1 on investments in fossil fuel extraction in the
UK.

21 Statistics of government revenues from UK oil and gas production July 2022 - GOV.UK (www.gov.uk)
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2 North Sea Revenue

are possible. Production, costs and revenue are allocated on a field-by-field basis to
either the rest of the UK or Scotland using this boundary.

Table 2.2 shows Scotland’s illustrative geographical share of UK North Sea revenue,
broken down by licence fees, corporation tax, and petroleum revenue tax. In
2020-21, Scotland’s illustrative geographical share of North Sea revenues is above
100%, which had been the case since 2018-19. This reflects the fact that the tax
corporation tax refunds are estimated to be disproportionately paid out in
non-Scottish waters.

Following the rise in oil and gas prices in 2021-22, there has been a significant
increase in North Sea corporation tax receipts, which reduces the importance of tax
refunds in overall receipts. This has led to Scotland’s share of corporation tax
receipts falling back to below 100%.

Table 2.2: Geographical Share of North Sea Revenue: Scotland 2020-21 to

2022-23

£ million

2020-21 2021-22 2022-23
UK revenue 522 2,662 10,570
Licence fees 72 72 72
North Sea corporation tax 691 3,142 6,150
Petroleum revenue tax -241 -552 -234
Energy Profits Levy - - 4,582
Scottish geographical revenue 752 2,446 9,386
Licence fees 84 63 63
North Sea corporation tax 799 2,696 5,391
Petroleum revenue tax -131 -313 -133
Energy Profits Levy - - 4,064
Scottish share of UK 144.1% 91.9% 88.8%
Licence fees 117.0% 88.0% 88.0%
North Sea corporation tax 115.6% 85.8% 87.7%
Petroleum revenue tax 54.2% 56.8% 56.6%
Energy Profits Levy - - 88.7%

Scotland’s estimated geographical share of the North Sea sector, used in this report,
is highlighted in the figure below.
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UK Cpntinental Shelf and Scottish Boundary

/J?

Source: Scottish Government

Population Share

An alternative approach to North Sea revenue is to view it as a non-identifiable UK

revenue, in which case a population share may be apportioned to Scotland.

Table 2.2 provides an estimate of Scotland’s share of North Sea revenue under this

approach.

£ million
2020-21  2021-22  2022-23
Total North Sea revenue 522 2,662 10,570
Scotland’s population share 43 218 865
Scotland’s share of North Sea revenue (%) 8.2% 8.2% 8.2%
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Chapter 3: Public Sector Expenditure

Total Public Sector Expenditure: Scotland 2022-23
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3 Public Sector Expenditure

Introduction

This chapter provides detailed estimates of public sector expenditure for Scotland.
Expenditure is shown by type of spend, using a presentation based on the UN'’s
Classification of the Functions of Government (COFOG). Further information is
provided in the Glossary in Annex D. Current and capital expenditure are shown
separately.

The primary data sources used to estimate Scottish public sector expenditure in
GERS are Scottish Government spending reported on the UK Government’s public
spending system, OSCAR, and HM Treasury’s Public Expenditure Statistical
Analyses (PESA)?2 and the supporting Country and Regional Analysis (CRA).?3

Spending by the Scottish Government is provided directly by the Scottish
Government Directorate for Financial Management. Scottish Local Government
spending in all years is taken from HM Treasury’s PESA publication. Spending by
other UK government departments spending is based on PESA for 2022-23 and on
the CRA for earlier years. Further information on the methodology is set out in the
expenditure methodology paper available at the link below.

Economy statistics - gov.scot (Www.gov.scot)

GERS also includes some transactions between Scotland and the EU. These can be
reported in a number of different ways, and are discussed in more detail later in the
chapter.

GERS expenditure figures are presented on a National Accounts basis, an
international reporting standard used by governments to ensure international
comparability. This requires a number of accounting adjustments to be included in
total expenditure. These are primarily symmetric adjustments that also form part of
revenue, and therefore have little impact on the net fiscal balance. Further
information is set out in Annex A.

Public Sector Expenditure

Total public sector expenditure for Scotland in 2022-23 is estimated to be

£106.6 billion, with social protection the largest element of spend, accounting for
slightly over a quarter of total spend. Spend has increased by 9.3% from 2021-22.
This increase primarily reflects the introduction of Cost of Living support schemes for
households and businesses, and rises in the cost of reserved debt interest as
interest rates and inflation have risen. These are partly offset by falls in health
spending as pandemic spending continued to be scaled back. Overall health spend
fell by £1.6 billion to £17.6 billion, although this is still almost a third higher than

22 HMT Public Expenditure Statistical Analyses (PESA) - GOV.UK (www.gov.uk)
23Country and regional analysis - GOV.UK (www.gov.uk)
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3 Public Sector Expenditure

spending in 2019-20. Further information on reserved spending in response to the
Cost of Living is set out in Box 3.1.

Table 3.1 shows a breakdown of spending by category.

Table 3.1: Total Expenditure: Scotland 2022-23

Scotland
% of total
£ million  expenditure
General public services
Public and common services 3,276 3.1%
International services 694 0.7%
Reserved public sector debt interest 9,169 8.6%
Local government pension fund interest 1,751 1.6%
expenditure
Defence 4,540 4.3%
Public order and safety 3,881 3.6%
Economic affairs
Enterprise and economic development 6,082 5.7%
Science and technology 654 0.6%
Employment policies 290 0.3%
Agriculture, forestry and fisheries 922 0.9%
Transport 4,897 4.6%
Environment protection 1,537 1.4%
Housing and community amenities 2,766 2.6%
Health 17,615 16.5%
Recreation, culture and religion 1,547 1.5%
Education and training 10,046 9.4%
Social protection 29,311 27.5%
EU transactions -186 -0.2%
Accounting adjustments 7,843 7.4%
Total Expenditure 106,635 100%

Table 3.2 below shows growth in current and capital spend in Scotland by
organization in 2022-23, compared to the UK. Spending grew more slowly in
Scotland than the UK as a whole. This primarily reflects that in the areas of spending
which are growing fastest, such as reserved debt interest payments and cost of living
support, Scotland receives a share similar to its population, which is lower than its
overall spending share. Note that the growth rate for UK public corporation spending
is affected by one-off capital receipts in 2021-22 relating to public sector pensions,
which reduced spending in this year, leading to very high growth in 2022-23.
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Box 3.1: Spending associated with reserved cost of living support packages

Inflation increased significantly across 2021-22 and into 2022-23, driven by rising
energy prices. CPI inflation at the beginning of 2021-22 was 1.5%, and increased
to a peak of 11.1% in October 2022. In response, the UK and Scottish
Governments announced a range of measures to help households and
businesses with rising costs. Details of the Scottish Government policies are
available at:

Cost of living crisis - gov.scot (www.gov.scot)

The reserved UK Government support schemes provided over £50 billion of
support for the UK across 2022-23. The key interventions were:
e Energy Price Guarantee — which limited the amount a typical household
would pay for energy to £2,500.
e Energy Bill Support Scheme — which provided a £400 discount to
household energy bills over the winter, which they received across October
2022 to March 2023.
e Energy Bill Relief Scheme — which ran between 1 October 2022 and 31
March 2023, and provided a limit on the price paid by businesses.
e Cost of Living Payments — payments of between £150 to £650 were made
to people on low incomes, people in receipt of qualifying disability benefits,
and pensioners entitled to Winter Fuel Payments.

The cost of these schemes in Scotland has been estimated based on:

e Energy Price Guarantee — the Scottish share of UK consumption of
electricity and gas by domestic customers.

e Energy Bill Support Scheme — the Scottish share of UK households.

e Energy Bill Relief Scheme — the Scottish share of UK consumption of
electricity and gas by non-domestic customers.

e Cost of Living Payments — the Scottish share of Universal Credit or
relevant qualifying social security.

The table below summarises the costs for Scotland associated with the schemes
above in this edition of GERS.

Reserved cost of living support spending for Scotland (2022-23, £ million)

Scotland UK Share
Energy price guarantee (households)?! 2,042 23,000 8.9%
Energy price guarantee (businesses)* 615 6,700 9.2%
Energy bills support scheme? 1,031 12,500 8.2%
£650 means tested Cost of Living payment?® 465 5,460 8.5%
£300 pensioner Cost of Living payment® 223 2,564 8.7%
£150 disability Cost of Living payment3 94 919 10.2%
Total 4,470 51,142 8.7%

Sources: I OBR Economic and Fiscal Outlook March 2023, Scottish Government
calculations

2 OBR Economic and Fiscal Outlook March 2023, Scottish Government
calculations. Includes Alternative Fuels Payment.

3 OSCAR 2022-23 transparency data, Scottish Government calculations.
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\ Table 3.2: Expenditure growth: 2021-22 to 2022-23 (£ million)

Scotland UK

2021-22  2022-23 Growth growth

Current expenditure 86,813 95,129 9.6% 11.2%
Scottish Government 37,961 37,557 -1.1% -1.1%
Local Government 15,916 16,632 4.5% 4.2%
Public Corporations - - - -
Other UK Government bodies 32,936 40,941 24.3% -3.0%
Capital expenditure 10,567 11,506 8.9% 8.6%
Scottish Government 3,976 4,376 10.1% 10.1%
Local Government 2,347 2,489 6.1% -0.4%
Public Corporations 1,565 1,777 13.6% 94.9%
Other UK Government bodies 2,680 2,864 6.9% -11.6%
Total expenditure 97,380 106,635 9.5% 10.9%
Scottish Government 41,937 41,933 0.0% 0.0%
Local Government 18,263 19,121 4.7% 3.7%
Public Corporations 1,565 1,777 13.6% 94.9%
Other UK Government bodies 35,615 43,804 23.0% -3.9%

Notes:

1. Public corporation line for Scotland shows spending by Scottish public
corporations only. UK figure shows spending by all public corporations
2. Public corporations have no current expenditure as this is netted off against
their income to provide their gross operating surplus in the revenue calculations.
Consistent with the CRA, interest expenditure by public corporations is recorded

as spending by HM Treasury.

3. Spend by Other UK Government departments for Scotland and the UK are not
directly comparable, as spending for the UK as a whole includes spending on
functions which are devolved to the Scottish Government.

Table 3.3 shows the split of total expenditure between current and capital for

Scotland.

per cent
2020-21 2021-22 2022-23
Current 89.0% 89.2% 89.2%
Capital 11.0% 10.8% 10.8%

Table 3.4 below shows estimates of Scottish and UK public sector expenditure as a
share of GDP. This provides an illustration of the relative size of public spending
between countries and over time. It is not an estimate of the contribution of public
spending to the economy as much of this spending consists of transfers from
government to individuals and businesses. Excluding North Sea GDP, public sector
spending as a share of GDP has remained broadly unchanged at around 50% in
2022-23, although it remains around 5 percentage points higher than before the

pandemic.
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Table 3.4: Total Expenditure as a Share of GDP

Per cent of GDP
2020-21 2021-22 2022-23

Scottish expenditure as a Share of GDP:

Excl. North Sea GDP 65.8% 55.9% 56.2%

Incl. population share of North Sea GDP 65.4% 55.2% 55.6%

Incl. geographical share of North Sea GDP 61.9% 50.1% 50.1%
UK expenditure as a share of GDP:

100% of North Sea GDP 53.1% 44.5% 45.6%

Table 3.5 shows total public sector expenditure per person for Scotland and the UK.
The relative gap between Scottish and UK spending per person increased in
2021-22 but narrowed in 2022-23, with spend per person 12.9% points higher. This
narrowing reflects the increased spending on reserved debt interest and cost of living
support, where Scotland broadly receives a population increase of UK spending.
Note that per person figures will be subject to future revision when mid-year
population estimates are published following the release of the Scottish Census
2022.

As noted previously, water and sewerage services are provided by the public sector
in Scotland, but by the private sector in England and Wales, leading to relatively
higher spending in Scotland. This explains slightly less than one percentage point of
the difference in spend.

Tables 3.6 and 3.7 show current, capital, and total expenditure for Scotland and the
UK respectively.

Table 3.5: Total Expenditure Per Person

£ per person
2020-21 2021-22 2022-23
Scotland 18,334 17,770 19,459
UK 16,505 15,549 17,243
Difference (Scotland minus UK) 1,829 2,222 2,217
Difference between Scottish and UK (%) 11.1% 14.3% 12.9%
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Box 3.2 Social protection spending in Scotland

Social protection spending is the largest single spending line in GERS, and covers

a range of different spend types.

The largest spending element within social protection is expenditure on the state
pension by the Department for Work and Pensions (DWP). This is followed by
DWP’s spending on other social security such as universal credit disability and
incapacity related benefits, and housing benefit. Tax credits and child benefit are
part of HMRC spending. Scottish Government social security spend includes the
Scottish Welfare Fund, Council Tax Reduction Scheme, and Scottish Government
expenditure on Discretionary Housing Payments, all of which are administered by
Local Authorities. From 2018-19, it also includes spending on newly devolved

social security, as set out in Chapter 4.

Some UK social security expenditure, mostly associated with the state pension, is

paid to non-UK residents. Scotland is allocated a population share of this

expenditure in GERS.

Social protection spending for Scotland (£ million)

2020-21 2021-22 2022-23
Social security spending in Scotland
State pension 8,501 8,782 9,305
Housing benefit 1,380 1,286 1,178
Universal credit 2,909 3,074 3,537
Other DWP social security 2,707 2,506 2,778
HMRC child benefit and tax credits 1,832 1,541 1,468
Scottish Government social security 3,871 3,961 4,484
Social security spending in Scotland 21,199 21,149 22,752
Share of benefit spending outside UK 359 369 380
Share of corporate spend 93 109 128
Other social protection
Net public sector pensions 216 179 135
Social care for the elderly 2,625 2,871 3,141
Other 1,605 1,694 2,776
Total social protection 26,097 26,371 29,311

Other social protection spending consists primarily of Local Authority expenditure

on social care to families and children.

A more detailed breakdown of social security spending is published by DWP,

available at the link below.

Benefit expenditure and caseload tables - GOV.UK (www.qgov.uk)
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Spending by different parts of the Public Sector
Table 3.8 below provides a breakdown of Scottish expenditure by the Scottish

Government, Scottish local government and public corporations, and other UK
government bodies. .
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Table 3.6: Total Expenditure: Scotland 2020-21 to 2022-23

Current Capital Total
2020-21 2021-22 2022-23 | 2020-21 2021-22 2022-23 2020-21 2021-22 2022-23
General public services
Public and common services 1,782 2,760 2,895 324 367 382 2,106 3,127 3,276
International services 739 561 553 177 128 142 916 689 694
E;;’gﬁ Jooorinterest 4,071 6,507 10,920 0 0 0 4,071 6,507 10,920
Defence 2,622 2,689 2,738 1,005 1,285 1,802 3,627 3,974 4,540
Public order and safety 3,170 3,341 3,643 227 227 238 3,397 3,568 3,881
Economic affairs
Eg\t/eerlggfneeﬁ?d economic 9,797 3,701 5,263 1,702 391 819| 11,499 4,093 6,082
Science and technology 15 44 24 589 575 630 604 620 654
Employment policies 191 316 285 6 10 5 197 326 290
Qg:'ecr‘i*étgre' forestry and 799 755 762 118 146 161 917 901 922
Transport 2,637 2,425 2,143 1,963 2,185 2,754 4,600 4,610 4,897
Environment protection 952 980 966 534 500 571 1,486 1,480 1,537
:r(:éili?i%snd community 216 157 276 1,870 2,300 2,490 2,087 2,457 2,766
Health 17,516 18,466 16,724 650 723 891 18,167 19,189 17,615
Recreation, culture and religion 1,267 1,289 1,247 204 279 300 1,471 1,568 1,547
Education and training 8,947 9,225 9,011 1,118 1,069 1,036 10,066 10,294 10,046
Social protection 25,971 26,192 29,147 126 179 164 26,097 26,371 29,311
EU Transactions 686 -162 -186 0 0 0 686 -162 -186
Accounting adjustments 7,852 7,565 8,720 430 203 -877 8,282 7,768 7,843
Total 89,232 86,813 95,129 11,043 10,567 11,506 100,275 97,380 106,635
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Table 3.7: Total Expenditure: UK 2020-21 to 2022-23

Current Capital Total
2020-21  2021-22  2022-23| 2020-21  2021-22  2022-23| 2020-21  2021-22  2022-23

General public services

Public and common services 15,188 24 566 23,878 3,244 3,542 2,918 18,432 28,108 26,796

International services 9,059 6,801 6,742 2,167 1,560 1,730 11,226 8,361 8,472

Public sector interest

expenditure 42.240 74,515  128.398 0 0 0 42,240 74,515  128.398
Defence 32,247 32,959 33,488 12,335 15,707 22.020 44,582 48,666 55,508
Public order and safety 35,893 36,733 40,512 2.996 3,036 3,403 38,889 39,769 43,915
Economic affairs

Enterprise and economic 108,968 37,968 58,534 22.313 -1,100 5288| 131,281 36,868 63,823

development

Science and technology 204 354 296 6,395 6,235 6,866 6,599 6,589 7,162

Employment policies 2.543 4,098 3.745 77 124 74 2.620 4.222 3,819

ng:.ec#ggre, forestry and 5.800 5,261 5,576 519 760 1,087 6,319 6,021 6,663

Transport 26,478 19,070 16,268 22.904 25,611 27.908 49,382 44,681 44177
Environment protection 8.519 9,040 8,440 4.435 4.722 5,442 12,954 13,762 13,883
:r?]gili?ige:nd community 3,811 3,474 3,651 9,879 11,745 14,137 13,690 15,219 17,788
Health 204,991 206,623 200,394 13,576 9,613 11,169 | 218567 216,236 211564
Recreation, culture and religion 10,684 10,552 10,823 2,086 2,374 3,180 12,770 12,926 14,004
Education and training 86,215 90,927 95,412 9,309 9,200 10,127 95524 100,127 105538
Social protection 208,678 299174  318.007 639 861 766| 299317 300,035  318.773
EU Transactions 6,088 -2.005 -2.274 6,988 -2.005 -2.274
Accounting adjustments 82,549 77.650 90,443 12,800 9,715 -3,520 95,349 87.365 86,923
Total 981,055 937,760 1,042,334| 125674 103,705 112,596 | 1,106,729 1,041,465 1,154,930
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Table 3.8: Total Expenditure: Devolved and reserved expenditure, Scotland (£ million)

Devolved expenditure Reserved expenditure Total

2020-21 2021-22 2022-23 2020-21 2021-22 2022-23 2020-21 2021-22 2022-23

General public services
Public and common services 1,390 1,619 1,797 717 1,508 1,479 2,106 3,127 3,276
International services 1 5 1 915 684 693 916 689 694
;‘j;’('e'ﬁ dsiteu‘fgr Interest 1,008 1,732 1,751 2164 4,775 9,169 4,071 6,507 10,920
Defence 6 3 4 3,621 3,971 4,536 3,627 3,974 4,540
Public order and safety 3,029 3,249 3,472 368 320 409 3,397 3,568 3,881
Economic affairs 0 0 0 0 0 0 0 0 0
Eg\t/eerlggfneeﬁ?d economic 3,135 1,912 1,232 8,364 2,181 4,850 11,499 4,093 6,082
Science and technology 1 1 3 604 619 651 604 620 654
Employment policies 0 0 0 197 326 290 197 326 290
Qgg'ecr‘i*ggre' forestry and 904 825 843 13 76 79 917 901 922
Transport 3,408 3,455 3,558 1,192 1,155 1,339 4,600 4,610 4,897
Environment protection 1,174 1,138 1,232 312 342 305 1,486 1,480 1,537
:r?]gili?i%:nd community 2,086 2,457 2,766 0 0 0 2,087 2,457 2,766
Health 16,973 17,538 16,671 1,194 1,651 943 18,167 19,189 17,615
Recreation, culture and religion 1,115 1,176 1,095 356 391 452 1,471 1,568 1,547
Education and training 10,052 10,282 10,032 13 12 14 10,066 10,294 10,046
Social protection 8,789 9,083 10,395 17,308 17,288 18,916 26,097 26,371 29,311
EU Transactions 0 0 0 686 -162 -186 686 -162 -186
Accounting adjustments 6,838 7,290 7,979 1,444 478 -137 8,282 7,768 7,843
Total 60,809 61,765 62,831 39,466 35,615 43,804 100,275 97,380 106,635
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Table 3.8a: Total Current Expenditure: Devolved and reserved expenditure, Scotland (£ million)

Devolved expenditure Reserved expenditure Total
2020-21 2021-22 2022-23 2020-21 2021-22 2022-23 2020-21 2021-22 2022-23
General public services
Public and common services 1,176 1,380 1,524 606 1,380 1,370 1,782 2,760 2,895
International services 1 5 1 738 556 552 739 561 553
exggggﬁ sectorinterest 1,908 1,732 1,751 2,164 4,775 9,169 4,071 6,507 10,920
Defence 6 3 4 2,616 2,686 2,734 2,622 2,689 2,738
Public order and safety 2,850 3,063 3,283 321 279 360 3,170 3,341 3,643
Economic affairs
desre‘ltggf:esﬁt and economic 2,657 1,373 644 7,140 2,328 4,619 9,797 3,701 5,263
Science and technology 1 1 3 15 43 22 15 44 24
Employment policies 0 0 0 191 316 285 191 316 285
ﬁsﬁg:i'ecg't“re' forestry and 785 683 687 14 72 74 799 755 762
Transport 2,071 1,890 1,666 567 535 476 2,637 2,425 2,143
Environment protection 862 864 910 91 116 55 952 980 966
:r?]gili?i%:nd community 216 157 276 0 0 0 216 157 276
Health 16,519 16,774 15,796 998 1,692 928 17,516 18,466 16,724
Recreation, culture and religion 954 944 873 313 345 374 1,267 1,289 1,247
Education and training 8,934 9,213 8,997 13 13 14 8,947 9,225 9,011
Social protection 8,681 8,932 10,239 17,290 17,260 18,908 25,971 26,192 29,147
EU transactions 0 0 0 686 -162 -186 686 -162 -186
Accounting adjustments 6,356 6,863 7,532 1,496 702 1,187 7,852 7,565 8,720
Total 53,975 53,877 54,189 35,257 32,936 40,941 89,232 86,813 95,129
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Table 3.8b: Total Capital Expenditure: Devolved and reserved expenditure, Scotland (£ million)

Devolved expenditure Reserved expenditure Total

2020-21 2021-22 2022-23 2020-21 2021-22 2022-23 2020-21 2021-22 2022-23

General public services
Public and common services 214 239 273 110 128 109 324 367 382
International services 0 0 0 177 128 142 177 128 142

Public sector interest
expenditure 0 0 0 0 0 0 0 0 0
Defence 0 0 0 1,005 1,285 1,802 1,005 1,285 1,802
Public order and safety 179 186 189 47 41 49 227 227 238
Economic affairs 0 0 0 0 0 0 0 0 0
desre‘ltggf:esﬁt and economic 478 539 587 1,224 -147 231 1,702 391 819
Science and technology 0 0 0 589 575 630 589 575 630
Employment policies 0 0 0 6 10 5 6 10 5
ﬁsﬁg:i'ecg't“re' forestry and 119 142 156 0 4 5 118 146 161
Transport 1,338 1,565 1,892 625 620 862 1,963 2,185 2,754
Environment protection 313 274 321 221 226 250 534 500 571
rousing and community 1,870 2,300 2,490 0 0 0 1,870 2300 2 490
Health 455 764 875 196 -42 16 650 723 891
Recreation, culture and religion 161 232 222 43 46 78 204 279 300
Education and training 1,118 1,069 1,036 0 0 0 1,118 1,069 1,036
Social protection 108 150 155 18 29 9 126 179 164
EU transactions 0 0 0 0 0 0 0 0 0
Accounting adjustments 482 427 447 -52 -224 -1,324 430 203 -877
Total 6,834 7,888 8,643 4,209 2,680 2,864 11,043 10,567 11,506
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Scotland’s Notional Contributions to the European Union Budget

While a member of the European Union (EU), the UK contributed to the EU budget
and received funding from the EU via a number of programmes. Although the UK left
the EU on 31 January 2020, it continued to make payments to, and receive funding
from, the EU in 2020-21 under transitional arrangements. These transactions largely
ended in 2021-22, although it continues to receive funding for programmes funded
under the 2013-2020 Multiannual Financial Framework.

As per the Withdrawal Agreement, the UK continues to makes payments for its
outstanding commitments through the EU Financial Settlement. However, in these
payments are not scored as EU transactions, but instead are classed as spending on
public and common services. Scotland is allocated a population share of this
spending in GERS, and this is reflected in an increase in Other UK Government
current expenditure on public and common services in Table 3.8.

Further details on the EU Financial Settlement are available from:
Brexit: the financial settlement - a summary - House of Commons Library
(parliament.uk)

Scotland did not contribute directly to the EU budget. In GERS, Scotland is assigned
an estimated share of the UK contribution. In contrast, Scotland received funding
directly from the EU, through the Common Agricultural Policy, European Structural
Funds, and European Regional Development Funding. Actual amounts are used for
these items.

The EU Transactions lines in the GERS tables are produced on a National Accounts
basis, and exclude traditional own resource payments. These are payments
collected by the UK on behalf of the EU, and therefore are excluded from the UK
Public Sector Finances. However, they are normally included when reporting on the
UK’s net contribution to EU budgets. Table 3.9 shows net payments to the EU
including these contributions.

Funding the EU Budget

There are three key sources of funding for the EU, which come from each member
state:?4

e Traditional own resource (TOR) - Agriculture duties and customs duties levied on
agriculture and non-agriculture products from outside the EU

e VAT based own resource — Calculated as a percentage of countries’ VAT tax
base.

e Gross National Income (GNI) based own resource — Calculated as a percentage
of countries’ GNI. This is the EU’s single largest source of revenue.

24 Further detail is available from HM Treasury’s European Union Finances 2020 publication:
European Union Finances Statement 2020 - GOV.UK (www.gov.uk)

Government Expenditure and Revenue Scotland 2022-23 41



https://commonslibrary.parliament.uk/research-briefings/cbp-8822/
https://commonslibrary.parliament.uk/research-briefings/cbp-8822/
https://www.gov.uk/government/statistics/european-union-finances-statement-2020

3 Public Sector Expenditure

Since 1985, the UK received a rebate on its contribution, broadly equal to 66% of its
net contribution in the previous year. Scotland is apportioned a population share of
the rebate.

Net Contribution to the EU

The UK'’s net contribution to the EU is calculated as the difference between the UK’s
gross contribution to the EU budget (less the rebate) and public sector EU receipts.

The table below sets out these transactions for Scotland and the UK.

Table 3.9: Transactions with the institutions of the EU, 2020-21 to 2022-23 (£ million)

Scotland UK

2020-21 2021-22 2022-23|2020-21 2021-22 2022-23
GNI based contribution 1,026 11 4| 12,762 139 46
UK abatement -308 15 -35 -3,785 181 -428
VAT-based contribution 159 -0 - 1,954 -4 0
Expenditure transfers to the
EU 876 26 -31| 10,930 315 -383
Receipts to cover collection
costs of TOR -48 -1 -1 -536 -12 -12
TOR 220 4 4 2,695 49 50
EU Financial Settlement
(EUFS) net payments -20 635 731 -249 7,758 8,939
Gross contribution to the EU
budget 1,028 664 703 | 12,840 8,110 8,594
Public sector EU receipts -143 -187 -154| -3,406 -2,308 -1,879
Net contributions to the EU
budget 885 A77 549 9,434 5,802 6,715
EU transactions (net
contributions to EU
institutions less TOR and
EUFS) 686 -162 -186 6,988 -2,005 -2,274
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Private Finance Initiative and Non-Profit Distributing Financing support
for Public Private Partnerships (PPPs)

Public Private Partnerships (PPPs) are long-term contracts for services that include
the provision of associated facilities or properties. Under the contract, the private
sector is generally responsible for various roles, including designing and constructing
a building or facility, and maintaining and servicing it throughout the contract term.
The public sector retains accountability for the main public services. The private
sector is responsible for financing the project up front and only receives payment
from the public sector once construction has been completed and the services have
commenced. These payments are reflected in the GERS expenditure figures, but
typically broader payments associated with these schemes, such as the upfront
capital investment, is not included, although it will be reflected in the total unitary
charge payments over the lifetime of the scheme.

Previous GERS publications have provided a breakdown of payments related to
PPPs in Scotland.

Supporting documents - Government Expenditure & Revenue Scotland (GERS)
2021-22 - gov.scot (www.goV.Scot)
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Chapter 4: Devolved Revenue and Expenditure

Devolved and Reserved Revenue in Scotland 2022-23
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Assigned under
Scotland Act 2016
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Devolved and Reserved Expenditure in Scotland 2022-23

Previously devolved
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Devolved under
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Introduction

This chapter provides information on the amount of public sector revenue and
expenditure currently devolved to Scotland as well as that to be devolved under the
Scotland Act 2016.

Devolved Revenue
The table below sets out revenue raised in Scotland from taxes currently devolved to

the Scottish Parliament. Total devolved tax revenue in 2022-23 is estimated at
£21.3 billion.

\ Table 4.1: Currently devolved taxes

£ million

2020-21  2021-22  2022-23
Council tax 2,564 2,640 2,760
Non-domestic rates 1,816 2,108 2,848
Land and buildings transaction tax
(devolved from 2015-16) 517 814 858
Scottish landfill tax (devolved from 2015-16) 107 122 110
Non-savings and non-dividend income tax
liabilities (devolved from 2016-17)? 11,948 13,342 14,765
Total devolved taxes 16,952 19,026 21,341

! This table shows Scottish Rate of Income Tax liabilities rather than receipts in a
given year. They are therefore on a different basis to the estimates of total Scottish
income tax receipts in Table 1.1. The figure for 2022-23 is the SFC forecast from
May 2023.

Further devolution of taxes is due to continue, with Air Passenger Duty and
Aggregates Levy due to be devolved following the Scotland Act 2016. As well as
further tax devolution, the Scotland Act 2016 allows for the first 10p of the standard
rate of VAT receipts and the first 2.5p of the reduced rate of VAT receipts in Scotland
to be assigned to the Scottish Government, although policy decisions will remain
reserved. The transition period for VAT assignment began on 1 April 2019.

As these taxes are not yet devolved there is no outturn data associated with them,
and the table below shows the estimated historical revenues from these taxes.
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\ Table 4.2: Revenue to be devolved under Scotland Act 2016

£ million
2020-21  2021-22  2022-23
Air passenger duty (date of devolution to be 26 95 25>
decided)
Aggregates levy (date of devolution to be 57 53 59
decided)
VAT assignment (in transition from 2019-20) 4,842 5,877 6,627

Note: Assigned VAT receipts are 50% of total receipts in all years. Whilst this is
appropriate when the standard rate of VAT is 20%, VAT on the hospitality and
other industries was reduced to 5% in July 2020, and then increased to 12.5% in
October 2021. This is not reflected in the current estimates. HMRC will set out
more detail of Scottish assigned VAT relating to 2020-21 in September 2022.
Further information on the planned devolution of taxes to the Scottish Government
is available in the fiscal framework agreement between the Scottish and UK
Governments.25 Further information on the funding received by the Scottish
Government is set out in the Fiscal Framework Outturn Report.26

Devolved Social Security

The table below shows the expenditure in Scotland from social security benefits
devolved to the Scottish Parliament prior to implementation of Scotland Act 2016.

\ Table 4.3: Social security devolved prior to Scotland Act 2016

£ million
2020-21  2021-22 2022-23
Council tax reduction 374 358 374
Scottish welfare fund 49 54 56
Discretionary housing payments 76 79 79
Total 500 490 509

As social security benefits are devolved to the Scottish Government, they often
initially continue to be administered by the Department for Work and Pensions under
an Agency Agreement. The table below shows the latest available figures for social
security spending which is due to be devolved to the Scottish Government under the
Scotland Act 2016.

25 Fiscal framework: agreement between the Scottish and UK Governments - gov.scot

(www.gov.scot)

26 Fiscal framework outturn report: 2022 - gov.scot (Www.goV.Scot)
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Devolved Revenue and Expenditure 4

Table 4.4: Devolved social security under Scotland Act 2016

£ million

2020-21 2021-22 2022-23
Administered by Social Security Scotland
Best St_art Granlt (previously Sure Start 18 14 21
maternity grant*)
Best Start Foods 11 14 13
Euneral Support IZayment (previously 11 10 10

uneral Payment?)

Scottish Child Payment 6 56 213
Carer’s Allowance Supplement 59 58 44
Child Winter Heating Assistance 3 6
Winter Heating Payment (previously Cold 21 20
Weather Payments?)
Child Disability Payment - 5 215
Adult Disability Payment - 0 99
Job Start Payment 0 1 0
Child Carer's Grant 1 1 1

Administered by Department and Work and Pensions under an Agency

Agreement

Attendance Allowance 528 515 554
Carer’s Allowance 296 294 314
Disability living allowance 722 686 524
Personal independence payment 1,626 1,739 1927
Industrial injuries disablement benefit 83 80 78
Severe disablement allowance 7 7 6
Benefits yet to be devolved

Winter fuel payment 169 171 173
Total expenditure on social security to 3.561 3.642 4.148

be devolved

Notes:

1 Sure Start maternity grant was replaced in Scotland by the Scottish
Government’s Best Start Grant on 10 December 2018.

2 Funeral Payments were replaced in Scotland by the Scottish Government’s
Funeral Support Payments in September 2019

3 Cold Weather Payments were replaced in Scotland by the Scottish
Government’s Winter Heating Payment in February 2023.

Further information on the planned devolution of taxes and social security to the
Scottish Government is available in the fiscal framework agreement between the
Scottish and UK Governments.?’ Further information on the funding received by the
Scottish Government is set out in the Fiscal Framework Outturn Report.?®

27 Fiscal framework: agreement between the Scottish and UK Governments - gov.scot

(www.gov.scot)

28 Fiscal framework outturn report: 2022 - gov.scot (Www.gov.Scot)
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4 Devolved Revenue and Expenditure

Summary of current and proposed devolved powers

The table below shows estimates of devolved receipts and expenditure before and
after the implementation of the Scotland Acts 2012 and 2016.

Table 4.5: Fiscal powers before and after Scotland Act 2016, 2022-23 (£ million)

Before After

Scotland | Scotland

Acts 2012 | Acts 2012

and 2016 | and 2016

Non-saving non-dividend income tax liabilities - 14,764
Council tax 2,760 2,760
Non-domestic rates 2,848 2,848
Land and buildings transaction tax - 858
Scottish landfill tax (devolved from 2015-16) - 110
Air passenger duty (date to be decided) - 252

Aggregates levy (date to be decided) - 59

Total devolved taxes 5,608 21,651
i - -
Devolved taxes as % of non-North Sea Scottish 7% 28%
revenue
0 i i

as % of revenue incl geographical share of 6% 25%
North Sea revenue
Assigned VAT (in transition from 2019-20) - 6,627
Total devolved and assigned taxes 5,608 28,278

i 0, -
Devol'ved and assigned taxes as % of non-North Sea 7% 36%
Scottish revenue
0 i i
< as % of taxes incl geographical share of North 6% 3204
earevenue
Devolved expenditure including housing benefit! (HB) 58,856 63,004
S .
Devolved taxes as % of estimated devolved 10% 34%
expenditure
- 0 H

Devolved and Assigned taxes as % of estimated 10% 45%

devolved expenditure
1In GERS and the CRA, housing benefit is included in Scottish local government
spending, as they make the payments to recipients, although it is set centrally and
funded by the Department for Work and Pensions. Depending on definitions
adopted, it could either be excluded or included in devolved expenditure.
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This section presents supplementary tables on public sector revenue and
expenditure in Scotland.

Table A.1 below shows the population figures used in calculating per head estimates
in GERS.

Table A.1: Financial Year Population Estimates (thousands)

2020-21 2021-22 2022-23
Scotland 5,469 5,480 5,480
UK 67,056 66,980 66,980
As % of UK total 8.2% 8.2% 8.2%

Note: Financial year estimates are calculated as the weighted average of the
relevant mid-year estimates. l.e., the 2020-21 population is estimated as three-
guarters of the 2020 population plus one quarter of the 2021 population.

Figures for 2022-23 have been rolled forward from 2021-22. Figures for all years
will be updated after the results of the Scottish Census and updated Mid-Year
Estimates are published.

Table A.2 below shows the relationship between revenue, current expenditure, and

the current budget balance, and then the transition from the current budget balance
to the net fiscal balance.
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‘ Table A.2: Current and Capital Budgets: Scotland

£ million
2020-21  2021-22 2022-23
Current Budget
Revenue
Excl. North Sea revenue 61,670 70,035 78,110
Population share North Sea revenue 61,713 70,253 78,975
Geographical share North Sea revenue 62,423 72,481 87,496
Current expenditure 89,232 86,813 95,129
Capital consumption 5,641 5,443 5,944
Balance on current budget
(surplus is positive, deficit is negative)
Excluding North Sea revenue -33,203 -22,220 -22,963
Population share North Sea revenue -33,160 -22,002 -22,099
Geographical share North Sea revenue -32,451 -19,774 -13,577
Capital Budget
Capital expenditure 11,043 10,567 11,506
Capital consumption -5,641 -5,443 -5,944
Net Investment 5,402 5,124 5,562
Net Fiscal Balance (surplus is positive,
deficit is negative)
Excluding North Sea revenue -38,605 -27,345 -28,525
Population share North Sea revenue -38,562 -27,127 -27,661
Geographical share North Sea revenue -37,853 -24,899 -19,139

GDP

Table A.3 below provides the financial year GDP estimates used in GERS.

£ million
2020-21 2021-22 2022-23
Scottish GDP
Excl. North Sea 152,283 174,345 189,588
Population share North Sea 153,250 176,363 191,905
Geographical share North Sea revenue 161,911 194,371 212,910
UK GDP 2,085,204 2,337,907 2,531,870

Source: Quarterly National Accounts Scotland, Economy statistics - gov.scot
(www.gov.scot); ONS

Note: Scottish GDP including a geographical share of the North Sea also includes a
population share of UK overseas public administration and defence activity. Table E
in Quarterly National Accounts Scotland provides a more detailed breakdown.

General Government estimates
The headline GERS figures cover the whole of the public sector. As such, they

include revenue and expenditure associated with public corporations such as
Scottish Water and the Bank of England. They are on a financial year basis.
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Supplementary Tables A

When conducting international comparisons, bodies such as the European
Commission and the International Monetary Fund (IMF) present figures on a
calendar year basis and covering only general government; i.e., excluding public
corporations. In order to help comparisons with such figures, the table below
presents the GERS net fiscal balance results on this basis. As revenue and
expenditure are primarily estimated on a financial year and public sector basis, the

calendar year estimates below are illustrative and have been derived by apportioning

the main GERS estimates.

Table A.4: Calendar year general government estimates: Scotland and UK

£ million

2020 2021 2022
Net Fiscal Balance
Excluding North Sea revenue -35,323 -32,087 -27,764
Population share North Sea revenue -35,313 -31,952 -27,268
Geographical share North Sea revenue -34,910 -30,456 -22,435
UK -276,607 -180,965 -116,354

As % of GDP

Excluding North Sea revenue -23.0% -19.0% -14.8%
Population share North Sea revenue -22.8% -18.8% -14.4%
Geographical share North Sea revenue -21.3% -16.4% -10.6%
UK -13.1% -8.0% -4.7%

Confidence intervals

A number of the revenues in GERS are based on survey estimates. As such, they
have an associated statistical uncertainty. The table below presents the 95%
confidence intervals associated with these revenues. Other revenues are based on
administrative data, or modelled data for which confidence intervals are not
available. Estimates are not presented for these revenues. Expenditure is primarily
based on administrative data, and therefore confidence intervals are not presented
for expenditure.

Although tobacco duties and alcohol duties are both based on the Living Costs and
Food Survey, the confidence interval for alcohol is larger. This is because the
methodology for calculating alcohol duties uses more disaggregate survey data to
reflect the different levels of duty, and revenue, received from different types of
alcohol. This lower level survey data has a correspondingly larger uncertainty.

Note that the confidence intervals relate to the latest year of survey data. As GERS
often uses data from previous years to estimate values for the latest year, there will
likely be larger uncertainty around the latest year estimates than suggested by the
table below.
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Table A.5: Confidence intervals around survey based apportionments:

Scotland

£ million

95% 95%
Central | lower upper Range
estimate | bound bound | Range (%)
National insurance contributions 13,345 | 13,119 13,572 | +/-227 +/-1.7%
VAT? 13,253 | 12,617 13,889 | +/-636 +/-4.8%
Tobacco duties 1,073 1,054 1,091 +/-18 +/-1.7%
Alcohol duties 1,214 1,117 1,311 +/-97 +/-8.0%
Betting and gaming duties 223 220 226 +/-3  +/-1.4%
Insurance premium tax 528 518 539 +/-11  +/-2.0%

Total survey based

apportionments 29,637 | 28,645 30,629 | +/-992 +/-3.3%

! The estimate of VAT uncertainty is a Scottish Government estimate, based on data
published as part of the Scottish VAT Assignment experimental statistics
publication?®

Amendments to the Country and Regional Analysis database

A number of significant improvements have been made to the HM Treasury Country
and Regional Analysis (CRA) database in recent years to apportion expenditure
more accurately to countries and regions of the UK. For the first time, CRA 2017-18
included a detailed line by line description of the methodology used to apportion
spending. While many concerns in previous editions of the CRA have been
addressed and are now reflected in both CRA 2021-22 and this GERS report, a
small number of supplementary amendments to the CRA 2021-22 dataset are made
in producing GERS. The aim of these refinements is to ensure that the public sector
expenditure figure for Scotland captures as accurately as possible expenditure for
the benefit of Scottish residents.

The amendments made to the CRA in producing this edition of GERS are shown in
Table A.6. They are discussed in the detailed expenditure methodology paper
available at:

Economy statistics - gov.scot (www.gov.scot)

As the CRA for 2022-23 is not yet published, there are no formal amendments to
individual spending lines in 2022-23. The 2021-22 adjustments are in effect carried
forward into 2022-23, adjusted for the spending of the responsible department.
Further detail is provided in the expenditure methodology note.

29 Scottish VAT Assignment — Experimental Statistics - GOV.UK (www.gov.uk)
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Table A.6: Amendments to Estimates of Total Public Sector Expenditure on

Services from CRA 2022

£ million
2019-20 2020-21 2021-22
Amendments from the CRA
High Speed 2 -72 -80 -119
Nuclear-related expenditure -38 -9 -22
Other minor revisions -6 0 4
Total CRA amendments -110 -82 -130

Note: Amendments do not include EU Transactions
Differences between GERS and PESA in 2022-23

As set out in Chapter 3, Scottish Government spending in GERS is based on data
from the Scottish Government’s Directorate for Financial Management. Normally this
spending is consistent with the Scottish Government spending in PESA, however, in
this edition of GERS there is a difference relating to transport spending, following the
transfer of ScotRail into public ownership on 1 April 2022.

Currently, spending by ScotRail’s holding company, Scottish Rail Holding Ltd,
includes £600 million of spending on rolling stock leases, in line with IFRS16. This
spending is currently not included within the Total Expenditure on Services
framework in PESA, and the ONS makes its own adjustments for IFRS16 in
calculating overall Total Managed Expenditure. We will discuss with HM Treasury
how this spend should be recorded for the next Country and Regional Analysis
publication. In the interim, we have decided to continue to include this spending in
GERS, which ensures that transport spend is consistent between 2021-22 and 2022-
23. This means that Scottish Government spending in GERS is £600 million higher
than in PESA for 2022-23.

Expenditure accounting adjustments

Spending in GERS is based on the HM Treasury Total Expenditure on Services
(TES) concept, which accounts for around 90% of total spending. Accounting
adjustments are used to move from TES to Total Managed Expenditure (TME), the
primary measure of public spending used in the UK Public Sector Finances. As
discussed in Chapter 1, for the majority of these adjustments, accompanying
adjustments are included in revenue estimates, and therefore do not affect the net
fiscal balance or current budget balance. This is shown in more detail in Table A.10.

The capital accounting adjustment for the UK in 2022-23 has a relatively large negative
residual. This primarily relates to adjustments to spending data made by ONS to
remove expenditure associated with leases under IFRS16, where different data
sources are used in the Public Sector Finances.

Note that the capital consumption figures in Table A.8 do not match the capital

consumption figures in Table A.2. This is because the overall capital consumption
figures in Table A.2 include capital consumption of public corporations, which are not
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included in accounting adjustments. Scotland continues to be apportioned a
population share of this residual. We will keep these adjustments under review for
future publications.

£ million
2020-21 2021-22 2022-23

UK total managed expenditure (TME) 1,106,729 1,041,465 1,154,930
UK total expenditure on services (TES) 1,011,380 954,100 1,068,007
UK accounting adjustment 95,349 87,365 86,923

of which current expenditure:
Central government capital consumption 31,022 31,946 35,296
Local government capital consumption 15,821 16,365 17,870
Current VAT refunds 18,236 20,588 22,307
Imputed _sub3|dy from Local Aulthorltles to 1,930 3.000 3.497
the Housing Revenue Account
Iénpgt_ed f|0V\ZIS for Renewable Obligation 6.296 6.296 6.756

ertificates
British Transport Police Service Agreements 145 145 145
Current expenditure residual 9,099 -689 4,572

of which capital expenditure:
Capital VAT refunds 2,459 2,573 2,788
Housing associations 165 165 165
Student loans 10,815 9,714 9,714
Capital expenditure residual -639 -2,738 -16,187

! The Housing Revenue Account (HRA) is classified as a public corporation by the
ONS, which means that they pay dividends on their profits to local authorities. To
ensure that these dividends are non-negative, the ONS imputes a subsidy from local
authorities to HRAs to cover any shortfall (offset in public corporation gross
operating surplus, which scores on the revenue side of the account).
2Renewable Obligation Certificates are bought and sold by energy companies. The
ONS has decided that these flows should be channelled through central government

and so impute offsetting amounts of spending and income.
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| Table A.8: Expenditure Accounting Adjustment: Scotland

£ million
2020-21 2021-22 2022-23

Scottish total managed expenditure (TME) 100,275 97,380 106,635
Scottish total expenditure on services (TES) 91,994 89,612 98,793
Scottish accounting adjustment 8,282 7,768 7,843
Percentage of UK accounting adjustment 8.7% 8.9% 9.0%

of which current expenditure:
Central government capital consumption 2,961 3,050 3,369
Local government capital consumption 1,624 1,680 1,834
Current VAT refunds 1,629 1,913 2,072
Imputed _sub5|dy from Local Aulthorltles to 142 220 057
the Housing Revenue Account
Iénpqt_ed f|OV\ZIS for Renewable Obligation 747 247 802

ertificates
British Transport Police Service Agreements 12 12 12
Current expenditure residual 738 -56 374

of which capital expenditure:
Capital VAT refunds 220 239 259
Housing associations 0 0 0
Student loans 262 188 188
Capital expenditure residual -52 -224 -1,324

1.2 See notes to Table A.7

The table below shows which parts of the Scottish expenditure accounting
adjustments are included as revenues, and where they appear in the revenue tables.
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Table A.9: Accounting Adjustments, Revenue and Expenditure: Scotland,

2022-23
Expenditure Revenue Revenue line
AA AA
Of which current expenditure: £ million
Central government capital 3.369 3.369 Gross operating
consumption surplus
Local government capital 1.834 1.834 Gross operating
consumption surplus
Current VAT refunds 2,072 2,072 | VAT refunds
Imputed subsidy from Local
Authorities to the Housing 257 - | n/a
Revenue Account
Imp.ute(_j flows f_o_r Renewable 802 802 Enyironmental
Obligation Certificates levies
British Transport Police Service 12 12 %;aei:iéz),(zsr: d
Agreements :
adjustments
Current expenditure residual 374 - | n/a
Of which capital expenditure:
Capital VAT refunds 259 259 | VAT refunds
Housing associations 0 - | n/a
Student loans 188 - | n/a
Capital expenditure residual -1,324 - | n/a
Total accounting adjustments 7,843 8,347

Reconciliation to published Scottish Government and Scottish Local

Government budgets

There are a number of differences between the figures for spending by Scottish
Government and Local Authorities presented in Table 3.8 and figures presented in
Scottish Government budgets and Scottish Local Government Finance Statistics.
The key differences relate to accounting treatments, particularly of pensions, VAT
refunds, and depreciation.

GERS uses National Accounts principles, which show actual pensions expenditure,
and which shows gross expenditure before VAT refunds. Depreciation in GERS is
based on the concept of capital consumption, which uses estimates of the value of
assets used to provide services in terms of current asset values.

In contrast, budget documents use financial accounting principles, which include a
measure of future liabilities of pension funds, and which shows net expenditure after
VAT refunds. Depreciation is based on historical asset prices.

A more detailed description of the differences is provided in Box 5.2 of GERS
2013-14.
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CHAPTER 5: PUBLIC SECTOR EXPENDITURE - Government Expenditure &
Revenue Scotland 2013-14 - gov.scot (Www.goV.Scot)

Table A.10 below shows the reconciliation of published Scottish Government and
Scottish Local Government Finance figures to the figures published in the CRA and
GERS. This shows figures for 2021-22 rather than 2022-23, as this is the latest year
for which published accounts are available for both the Scottish Government and
Scottish local government. 2022-23 figures in GERS are based on provisional
outturn estimates.
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Table A.10: Reconciliation of published budget documents to GERS

expenditure Table 3.8 (2021-22, £ billion)

Scottish Government and public corporations

Published Scottish Government outturn? 55.6
Adjustments to align budget to CRA measure of spending

Grants to other public sector bodies (e.g. local government) -14.2
Pensions -5.7
Depreciation -0.6
Financial transactions associated with student loans, public corporations, 03
and borrowing :
Adjustments to move from spend ‘in’ Scotland to spend ‘for’ Scotland? -0.1
Other 0.6
Final Scottish Government expenditure on services for Scotland 35.3
Scottish Local Government

Published Local Government gross current expenditure?® 18.1
Income excluding grants from Central Government?* -55
Housing benefit 1.3
Published Local Government gross capital expenditure® 3.3
Income from sales of capital assets® 0.0
Final Scottish Local Government expenditure on services for 172
Scotland '
Scottish Government, PC & Local Government expenditure on 50 5
services for Scotland )
National Accounts adjustments’

Capital consumption 4.7
VAT refunds 1.9
Local Government pension fund interest expenditure 1.7
Other accounting adjustments 0.9
Final Scottish Government, PC, and Scottish Local Government TME 61.8

1 Scottish Government 2021-22 Final Outturn Report

2These are adjustments made to Scottish Government spending in HM Treasury’s
CRA publication. They primarily relate to spending on museums and pensions, to
reflect where spending undertaken by the Scottish Government benefits residents
from the rest of the UK.

3 Scottish Local Government Finance Statistics 2021-22, LA Level -3. Revenue
Expenditure and Income by Service and Type. Total General Fund (excluding the
Housing Revenue Account and trading with the public) employee costs, operating
costs, and support services costs after statutory adjustments, less interauthority
recharges (adjustments for LFR purposes).

4 As Note 3. Total General Fund (excluding the Housing Revenue Account and
trading with the public) income less government grants

5 Scottish Local Government Finance Statistics 2021-22, publication tables Capital
Expenditure (chart 3.1) and Financing (chart 3.5). All services total gross capital
expenditure.

6 As Note 5. Total capital fund and capital receipts.

’ See Table A.8
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This section presents revisions from the previous GERS 2021-22 publication.
Revisions to Non-North Sea Revenue Estimates from GERS 2021-22

Table B.1 summarises the revisions in this edition of GERS to total non-North Sea
revenue. Revisions to Scottish estimates can stem from three sources: revisions to
UK totals; revisions to apportionment data; and updated apportionment
methodologies. Revisions to UK totals will reflect greater uncertainty to the
provisional 2021-22 figures due to the coronavirus pandemic.

There are a number of revisions to UK revenue totals from GERS 2021-22, with
overall UK revenue for 2021-22 revised by 0.4%. The main revisions relate to
income tax, corporation tax, non-domestic rates, reserved stamped duties, and other
receipts. In general, revenue in 2021-22 continued to have been affected by the
pandemic, which is likely to have resulted in larger than usual revisions.

Further detail on all these revisions is available from the UK Public Sector
Finances.3°

2019-20 2020-21 2021-22
Scotland
Estimates published in GERS 2021-22 65,225 61,900 70,311
Estimates published in GERS 2022-23 65,339 61,670 70,035
Revision (Em) 114 -229 -276
UK
Estimates published in GERS 2021-22 828,679 794,210 913,339
Estimates published in GERS 2022-23 826,024 792,980 916,648
Revision (Em) -2,655 -1,230 3,309
Scotland/UK ratio
Estimates published in GERS 2021-22 8.0% 7.9% 8.1%
Estimates published in GERS 2022-23 8.0% 7.9% 7.9%
Revision (% point) 0.0% 0.0% -0.2%

Scottish revisions broadly reflect these UK revisions, the main differences relating to
national insurance contributions and onshore corporation tax, where the latest
outturn data has resulted in a larger downward revision to Scottish revenue.

30 Public sector finances, UK Statistical bulletins - Office for National Statistics (ons.gov.uk)
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Table B.2: Revision to Estimates of Public Sector Revenue: Scotland and

UK 2021-22

£ million %
Scotland UK [Scotland UK
Income tax -181| -2,888 -1.2% | -1.3%
National insurance contributions -131 101 -1.1% 0.1%
Value added tax -43 921 -0.4% 0.6%
Corporation tax (excluding North Sea) 205 | 6,297 53% | 10.1%
Fuel duties 200 0 9.7% 0.0%
Non-domestic rates 0 1,029 0.0% 4.2%
Council tax -7 372 -0.3% 0.9%
VAT refunds 188 816 9.6% 3.7%
Capital gains tax -74 353 | -10.9% 2.4%
Inheritance tax 2 -3 0.8% 0.0%
Reserved stamp duties 41 -1,890 1.3% | -9.1%
tSag(ottish Land & Buildings transaction 12 12| 1s5% | -15%
Scottish landfill tax -4 -4 -2.8% | -2.8%
Air passenger duty -1 0 -1.0% 0.0%
Tobacco duties -120 0 -9.3% 0.0%
Alcohol duties -3 -27 -0.2% | -0.2%
Insurance premium tax 7 -15 15% | -0.2%
Vehicle excise duties 1 33 0.2% 0.5%
Environmental levies 0 0 0.0% 0.0%
Other taxes 53 -181 2.1% | -0.6%
Total Non-North Sea taxes 86 4,902 0.1% 0.6%
Other Revenue
Interest and dividends 20 464 1.0% 1.9%
Gross operating surplus -134 -819 -1.9% | -1.3%
Other receipts -248 | -1,238 | -57.9% | -37.4%
Total non-North Sea revenue -276 3,309 -0.4% 0.4%

A time series of revisions is available in the accompanying spreadsheets online.

Revisions to North Sea Revenue Estimates from GERS 2021-22

Table B.3 summarises the revisions to North Sea revenues in this edition of GERS
by comparing the estimates contained in this report with last year’s publication.
Revenue has been revised down in 2021-22, reflecting both a downward revision to
the UK total but also a downward revision to the Scottish share. Last year, we
anticipated that rising energy prices would see the share of corporation tax raised in
Scottish waters fall from 118% to 100%. It is now estimated that it fell to 88%.
Estimates for previous years are largely unrevised.
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Table B.3: Revisions to North Sea Revenue: 2019-20 to 2021-22

£ million

2019-20 2020-21 2021-22
Scotland (illustrative geographical share)
Estimates published in GERS 2021-22 833 765 3,464
Estimates published in GERS 2022-23 825 752 2,446
Revision -8 -13 -1,018
UK
Estimates published in GERS 2021-22 643 522 3,214
Estimates published in GERS 2022-23 643 522 2,662
Revision 0 0 -552

Revisions to Expenditure Estimates from GERS 2021-22

Table B.4 sets out the changes in estimates of public expenditure in Scotland and
the UK between this report and GERS 2021-22. These reflect revisions to Scottish
Government and Scottish local government spending data, revisions to UK spending
totals, and revisions to the data sources used to apportion expenditure to Scotland.
Revisions to public expenditure that can be traced to changes to the total
expenditure on services (TES) measure are specified separately.

The main revisions to spending relate to the coronavirus business support grants
and Other UK Government Health spending. Business support grants were included
in accounting adjustments in last year’s publication, but this year are shown against
Enterprise and Economic Development spending. This results in a downward
revision to accounting adjustments (Other UK Government) and an upward revision
of £740 million to Scottish Government spend on Enterprise and Economic
Development.

Other UK Government spending on health has been revised up by £701 million. This
reflects spending associated with NHS Test and Trace, were Scotland is allocated a
population share in the Country and Regional Analysis. At the time of last year’s
publication, it was challenging to identify how much Department of Health and Social
Care was associated with such schemes. We will continue to review the amount of
Department of Health and Social Care spending is allocated to Scotland in future
years.
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‘ Table B.4: Revisions to Estimates of Total Expenditure: 2019-20 to 2021-22

£ million

2019-20 2020-21  2021-22
Scotland
Estimates published in GERS 2021-22 81,960 98,439 97,502
Estimates published in GERS 2022-23 82,775 100,275 97,380
Revision 816 1,836 -122
UK
Estimates published in GERS 2021-22 884,119 1,104,299 1,060,301
Estimates published in GERS 2022-23 888,650 1,106,729 1,041,465
Revision 4,531 2,430 -18,836
Scotland/UK Ratio
Estimates published in GERS 2021-22 9.3% 8.9% 9.2%
Estimates published in GERS 2022-23 9.3% 9.1% 9.4%
Revision (% point) 0.0% 0.1% 0.2%

The table below shows the revisions to spend in 2021-22 by function, and by
Scottish Government, Scottish local government, Scottish public corporations, and
Other UK government bodies. Overall, Scottish spend in 2021-22 has been revised

down by £122 million, primarily due to revisions to accounting adjustments.
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Revisions B

Table B.5: Revisions to Estimates of Public Sector Expenditure: Scotland and UK

2021-22

£ million
Scotland
Other UK
SG LG PC UKG Total
Bodies

General public services

Publ_lc and common 6 174 0 76 91 453

services

International services 0 0 0 25 25 273

Public sector interest

expenditure 0 0 0 -355 -355 1,667
Defence 0 0 0 16 16 58
Public order and safety 3 0 0 -166 -163 | -2,525
Economic affairs

Enterprise and economic 240 11 0 5 224 3.002

development

Science and technology 0 0 0 -156 -156 =774

Employment policies 0 0 0 11 11 0

Agrlcglture, forestry and 0 13 1 57 40 .388

fisheries

Transport 5 -64 21 168 130 -546
Environment protection -1 -61 0 5 -57 -119
Hous[n_g and community 0 105 62 0 167 41
amenities
Health 0 0 0 701 701 -548
Re'C(eatlon, culture and 1 o5 0 35 59 128
religion
Education and training 2 662 0 -2 662 -123
Social protection -52 -200 0 547 295 1,348
EU Transactions 0 0 0 -7 -7 -175
Accounting adjustments -52 0 118 -1,855 -1,789| -20,617
Total revision 650 59 78 -910 -122 | -18,836

Notes: SG: Scottish Government. LG: Local Government. PC: Public
Corporations. UKG: UK Government.

Revisions to Estimates of Capital Consumption

Table B.6 sets out the changes to estimates of capital consumption in Scotland and
the UK between this report and the previous publication of GERS. Capital
consumption, which represents the capital stock consumed to provide services within
the year, is included alongside current expenditure when calculating the current
budget balance. It does not affect the estimate of the net fiscal balance. Note that
these figures do not match the figures for capital consumption shown in Table A.8,
as the table below includes capital consumption associated with public corporations,
whimatch is not included in accounting adjustments.
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B Revisions

\ Table B.6: Revisions to capital consumption: 2019-20 to 2021-22

£ million
2019-20 2020-21 2021-22
Scotland
Estimates published in GERS 2021-22 6,164 5,783 5,499
Estimates published in GERS 2022-23 5,952 5,641 5,443
Revision -212 -142 -56

In general, capital consumption in all years has been revised down in all years,

reflecting updated data from the ONS.

Unlike for public corporations’ expenditure and operating surplus, detailed capital
consumption data are not available on a public corporation basis from the ONS, as
they are not separately identified within its perpetual inventory model.

Revisions to Fiscal Aggregates

Table B.7 shows revisions to the current budget balance from the previous

publication of GERS. The Scottish current budget deficit has increased in all years.
This reflects the revisions to public sector interest expenditure discussed above.

Table B.7: Revisions to Estimates of the Current Budget Balance: 2019-20 to

2021-22
£ million

2019-20 2020-21 2021-22
Estimates published in GERS 2021-22
Excluding North Sea revenue -13,854 -31,435 -20,816
Population share of North Sea revenue -13,802 -31,392 -20,554
Geographical share of North Sea revenue -13,021 -30,670 -17,352
UK -12,796  -238,047 -80,036
Estimates published in GERS 2022-23
Excluding North Sea revenue -14,307 -33,203 -22,220
Population share of North Sea revenue -14,255 -33,160 -22,002
Geographical share of North Sea revenue -13,483 -32,451 -19,774
UK -19,259  -241,257 -73,569
Difference (£ million) (positive shows
improvement)
Excluding North Sea revenue -453 -1,768 -1,404
Population share of North Sea revenue -453 -1,768 -1,448
Geographical share of North Sea revenue -461 -1,781 -2,422
UK -6,463 -3,210 6,467

Table B.8 shows revisions to the net fiscal balance from the previous publication of
GERS. In general, these are similar to the revisions to the current budget balance for

Scotland
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Table B.8: Revisions to Estimates of the Net Fiscal Balance: 2019-20 to

2021-22
£ million

2019-20 2020-21 2021-22
Estimates published in GERS 2021-22
Excluding North Sea revenue -16,735 -36,539 -27,191
Population share of North Sea revenue -16,682 -36,497 -26,929
Geographical share of North Sea revenue -15,902 -35,774 -23,727
UK -54,797 -309,567 -143,748
Estimates published in GERS 2022-23
Excluding North Sea revenue -17,437 -38,605 -27,345
Population share of North Sea revenue -17,384 -38,562 -27,127
Geographical share of North Sea revenue -16,612 -37,853 -24,899
UK -61,983 -313,227 -122,155
Difference (£ million) (positive shows
improvement)
Excluding North Sea revenue -702 -2,066 -154
Population share of North Sea revenue -702 -2,066 -198
Geographical share of North Sea revenue -710 -2,079 -1,172
UK -7,186 -3,660 21,593

In addition to revisions to the fiscal aggregates in cash terms, there are also changes
to the fiscal aggregates expressed as a share of GDP due to revisions to GDP
estimates. These are shown in Tables B.9 and B.10 for the current budget balance
and the net fiscal balance respectively. In general, estimates of the fiscal aggregate
have improved as a share of GDP for Scotland when including the North Sea, but
worsened when the North Sea is excluded. These revisions reflect the downward
revision to the nominal value of onshore GDP, and upward revision to the nominal
value of offshore GDP, made in the Quarterly National Accounts Scotland for
2022Q3. This reflects routine annual update to bring the value of GVA in line with the

latest UK regional accounts.
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Table B.9: Impact of Revisions to GDP on Estimates of the Current Budget

Balance: 2019-20 to 2021-22

% GDP

2019-20 2020-21 2021-22
Estimates published in GERS 2021-22
Excluding North Sea revenue -7.2% -19.4% -9.0%
Population share of North Sea revenue -8.2% -20.6% -11.7%
Geographical share of North Sea revenue -8.3% -20.7% -12.0%
UK -0.6% -11.1% -3.4%
GERS 2021-22 estimate with latest GDP % GDP
Excluding North Sea revenue -8.3% -20.6% -11.9%
Population share of North Sea revenue -8.2% -20.5% -11.7%
Geographical share of North Sea revenue -7.1% -18.9% -8.9%
UK -0.6% -11.4% -3.4%
Change (positive shows improvement) % point difference
Excluding North Sea revenue -1.1% -1.2% -2.9%
Population share of North Sea revenue 0.0% 0.1% 0.0%
Geographical share of North Sea revenue 1.2% 1.7% 3.1%
UK 0.0% -0.3% -0.1%

Table B.10: Impact of Revisions to GDP on Estimates of the Net Fiscal

Balance: 2019-20 to 2021-22

% GDP

2019-20 2020-21 2021-22
Estimates published in GERS 2021-22
Excluding North Sea revenue -8.8% -22.7% -12.3%
Population share of North Sea revenue -9.9% -23.9% -15.3%
Geographical share of North Sea revenue -10.1% -24.1% -15.7%
UK -2.4% -14.5% -6.1%
GERS 2021-22 estimate with latest GDP % GDP
Excluding North Sea revenue -10.0% -24.0% -15.6%
Population share of North Sea revenue -9.9% -23.8% -15.3%
Geographical share of North Sea revenue -8.7% -22.1% -12.2%
UK -2.4% -14.8% -6.1%
Change (positive shows improvement) % point difference
Excluding North Sea revenue -1.2% -1.3% -3.3%
Population share of North Sea revenue 0.1% 0.1% 0.0%
Geographical share of North Sea revenue 1.4% 2.0% 3.4%
UK 0.0% -0.4% -0.1%

66 Government Expenditure and Revenue Scotland 2022-23




C List of Abbreviations

CRA Country and Regional Analysis

COFOG Classification of the Functions of Government
DWP Department for Work and Pensions

ESA10 European System of Accounts 2010

EU European Union

IFRS16 International Financial Reporting Standard 2016
GDP Gross Domestic Product

GERS Government Expenditure and Revenue Scotland
GOS Gross Operating Surplus

HEI Higher Education Institutions

HMRC HM Revenue and Customs

NPD Non-Profit Distributing

NHS National Health Service

NSND Non-savings non-dividends income tax

OBR Office for Budget Responsibility

ONS Office for National Statistics

PESA Public Expenditure Statistical Analyses

PFI Private Finance Initiative

PPP Public Private Partnerships

SFC Scottish Fiscal Commission

TES Total Expenditure on Services

TME Total Managed Expenditure

UK United Kingdom

UN United Nations

VAT Value Added Tax
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D Glossary

Accounting Adjustment: the adjustment required to reconcile Total Expenditure on
Services provided in the CRA with Total Managed Expenditure. The largest element
of the accounting adjustment is capital consumption.

Accruals: the accounting convention whereby an expenditure or revenue is
recorded at the time when it has been incurred or earned rather than when the
money is paid or received.

Capital Consumption: also called Consumption of Fixed Capital; the amount of
fixed assets used up in an accounting period as a result of normal wear and tear,
foreseeable obsolescence, and losses from accidental damage. It is a National
Accounts concept similar to the concept of depreciation in financial accounts.

Capital Expenditure: includes capital formation, the net acquisition of land,
expenditure on capital grants, and the value of assets acquired under finance
leases. Under ESA1O0 it also includes most research and development expenditure.
In-house development of assets such as computer software and databases can be
capitalised in government accounts provided certain conditions are met. It is
sometimes called ‘own account capital formation’.

Central Government: comprises parliaments; government departments (including
Scottish Government) and the executive agencies or other bodies controlled by
central government.

Classification of the Functions of Government: the functions in GERS are based
on the UN’s Classification of the Functions of Government (COFOG). The tables are
consistent with UN COFOG level 1, with additional detail provided for general public
services and economic affairs. Further detail is provided in Public Expenditure
Statistical Analyses.

Country and Regional Analysis (CRA): the primary source of outturn data on
public expenditure identifiable to Scotland, Wales, Northern Ireland and the English
regions.

Current Budget Balance: the difference between revenue and current expenditure
(including capital consumption).

Current Expenditure: the sum of the current expenditure of general government
and interest and dividends payable by public corporations to the private sector and
abroad. Public sector current expenditure is net of certain revenue items, such as
some sales of goods and services by general government. As it is defined at the
public sector level, any transactions and transfers between parts of the public sector
are also excluded. It includes items such as public sector wages and salaries and
transfer payments.
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Glossary D

European System of Accounts 2010 (ESA10): the system used by the Office for
National Statistics for producing and presenting UK National Accounts. The system
is a legal requirement for EU member states reporting economic statistics to the EU
Commission. It is consistent with the UN’s System of National Accounts 2008.

EU Transactions: EU transactions cover public sector transactions with the EU,
excluding those associated with customs duties. It does not include any transactions
between the EU and private bodies.

Extra-regio: the part of UK economic activity that is not allocated to a specific
region. Extra-regio includes activity relating to offshore oil and gas extraction, UK
embassies overseas and armed forces stationed abroad.

General Government: Central and local government consolidated as a single
entity.

Gross Domestic Product: a measure of the value of goods and services produced
in the UK before providing for capital consumption. It is equal to gross value added
at basic prices plus taxes (less subsidies) on products. Alternatively, it is equal to
the sum of total final domestic consumption expenditures less imports of goods and
services.

Gross Operating Surplus: the surplus generated by operating activities after the
labour factor input has been recompensed.

Gross Value Added: the contribution to the economy of each individual producer,
industry or sector in Scotland or the UK. It is a measure of GDP in basic prices.

Local Government: all 32 Local Authorities in Scotland.

National Accounts: a statistical system that represents the economic activity and
transactions between sectors in a national economy (see ESA10).

Net Fiscal Balance: the difference between estimated total public sector spending
for Scottish residents and estimated total public sector revenue raised in Scotland.

Net Investment: public sector capital expenditure, net of capital consumption and
asset sales.

Outturn: expenditure (revenue) actually incurred (received) to date
Public Corporations: a sector from National Accounts consisting of publicly
controlled market entities. To be classed as ‘market’ their sales must be at least

50% of their operating costs.

Public Sector Finances: the monthly statistics on the public sector produced by the
Office for National Statistics.

Revenue: all revenue raised by the public sector from tax and non-tax revenues
except the sale of assets or interest received.

Government Expenditure and Revenue Scotland 2022-23 69




D Glossary

Total Expenditure on Services (TES): an aggregate used in CRA to analyse
capital and current spending of the public sector.

Total Managed Expenditure (TME): a definition of aggregate public spending
derived from National Accounts. TME captures total expenditure in the UK public
finances.

Who Benefits Principle: the approach used to estimate expenditure for Scotland. It
identifies the expenditure in a given year that was incurred for the full range of public
services that were consumed: that is, those services provided for the people of
Scotland.

Who Pays Principle: the approach used to estimate public sector revenue in
Scotland. It is based upon the residential location of where the revenue is raised.
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Tell us what you think

We are always interested to hear from our users about how our statistics are
used, and how they can be improved.

Feedback survey
We'd appreciate it if you would complete our short feedback survey on this
publication.

Enquiries

For enquiries about this publication please contact:
Sandy Stewart

Office of the Chief Economic Adviser

e-mail: economic.statistics@gov.scot

For general enquiries about Scottish Government statistics please contact:
Office of the Chief Statistician
e-mail: statistics.enquiries@gov.scot

Join our mailing list
If you would like to receive notification about statistical publications, or find out
about consultations on our statistics please join the ScotStat mailing list.

Future publications
Details of future publications can be found on our forthcoming publications

page.
ISBN 978-1-83521-138-0

Crown Copyright

You may use or re-use this information (not including logos) free of charge in
any format or medium, under the terms of the Open Government Licence.
See: www.nationalarchives.gov.uk/doc/open-government-licence/
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