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1 Introduction 

Europe Economics has been commissioned by Scotland in Union to assess public spending in Scotland and 

certain of the choices and opportunities available to the devolved authorities in Scotland.1 For this purpose, 

we use the latest available data from Government Expenditure and Revenue Scotland (GERS) and present 

our findings in this short report.  

It has long been accepted that per capita public expenditure is higher, on average, in Scotland than the 

collective average for the rest of the United Kingdom. In this report we shall note that, in addition, certain 

local taxes in Scotland are lower, per capita, than in the rest of the UK.  Scotland in Union refers to the 

combination of the public expenditure premium and the lower per capita local taxes we identify as a “Union 

Dividend”.  We observe, however, that it should not be inferred that our analysis here provides a measure 

of how much poorer or wealthier Scotland would be outside the Union. Answering that much broader 

question would require addressing many issues that go outside our scope here.2  Our analysis here is focused 

upon the narrow question of the value and breakdown of the (widely acknowledged) higher average per 

capita public spending that occurs in Scotland, relative to average per capita spending in the rest of the UK, 

plus the differential in council tax and non-domestic rates per capita. 

1.1 The GERS dataset 

Our main data in this project is drawn from Government Expenditure and Revenue Scotland (GERS). In that 

dataset, devolved expenditure is taken as the total managed expenditure by Scotland’s devolved Government 

and by Scottish Local Authorities. GERS produces this figure on a National Accounts basis, which allows it 

to be mostly comparable to the standard data on overall UK public spending reported by the Office for 

National Statistics (ONS).3 

The GERS database distinguishes between “current” and “capital” expenditure by the public sector. Public 

sector current expenditure is the sum of the current expenditure of general government for Scotland and 

public corporations. It thus includes items such as wages and salaries, social security payments and day to day 

health expenditure. 

Public sector capital expenditure includes capital formation and the net acquisition of land. Net investment is 

public sector capital expenditure, net of capital consumption (i.e. depreciation).4 

1.2 Report structure 

The report is structured as follows. 

 First we use the latest GERS data to estimate how much higher average public expenditure per capita is 

in Scotland that in the rest of the UK and the total sterling value of that premium. 

                                                
1  We note that Europe Economics takes no view either in support of or in opposition to the objectives of Scotland in 

Union. Our corporate involvement is restricted to the specific questions raised in this project. 
2  The range of such issues is vast, including questions such as to what extent (and over what timescales) Scotland 

should be assessed as paying higher or lower taxes as a consequence of being in the Union, what currency arrangements 

Scotland would have, whether Scotland would have to have a border with England, whether Scotland would have the 

UK rebate on its EU contributions, whether Scotland would be in the EU at all, whether more international businesses 

might locate into Scotland if it were in the EU and the rest of the UK were not, and many others. 
3  http://www.gov.scot/Resource/0047/00472877.pdf  
4  http://www.gov.scot/resource/0044/00446019.pdf  

http://www.gov.scot/Resource/0047/00472877.pdf
http://www.gov.scot/resource/0044/00446019.pdf
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 Then we go on to break down that premium between capital and current spending and between devolved 

and non-devolved spending. 

 Lastly, we calculate the per capita differential in council tax and non-domestic rates. 
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2 The Public Spending Premium in 

Scotland 

2.1 Calculating the aggregate Scottish public spending premium 

In 2014-15, total public expenditure, including Westminster Government expenditure, expenditure by 

Scotland’s devolved Government and expenditure by Scottish local government bodies, was £68.3bn. The 

Scottish population was 5.35m. Therefore, average expenditure per person in Scotland was around £12,800. 

For the rest of the UK, total public expenditure was £669bn, whilst the population was 59.37m, so 

expenditure per person was around £11,300 per person. 

Hence average expenditure per person in Scotland was around £1,530 more per person than in the rest of 

the UK, or around 14 per cent higher. If we aggregate that £1,530 per person across the 5.35m population 

of Scotland, that produces a total sum of around £8.2bn. 

As is well-known, the main origin of this premium is the block grant transferred to Scotland’s devolved 

Government as determined by the so-called “Barnett Formula”.5 

2.1.1 Breakdown of the Scottish spending premium between day-to-day and capital 

expenditure 

A first point of interest in breaking down the Scottish spending premium is that the premium is significantly 

higher, as a percentage, for public spending on capital projects (e.g. infrastructure) than on day-to-day 

spending (e.g. on public sector salaries).  We can see in the following two tables that public spending on 

Scottish capital projects (including both devolved and non-devolved spending) is around 34 per cent higher, 

per capita, in Scotland than in the rest of the UK, but the differential for day-to-day spending is only 12 per 

cent. 

Table 2.1: Capital spending 

2014-2015  

Capital premium  per capita, £  339 

Capital premium, £m  1,814 

Capital premium per capita, % 34% 

 

 

                                                
5  The Barnett formula (named after its inventor, the former Labour Chief Secretary to the Treasury Joel Barnett, who 

devised it in the late 1970s) is a system of grants which dictates how public spending allowances are allocated to the 

devolved administrations in Scotland, Wales and Northern Ireland. Under the formula, changes in funding (increases or 

decreases) from the central UK government are allocated depending on population size and which powers are devolved. 

The typical allocation under has tended to produce about a 20 per cent higher allocation per capita in Scotland than 

England. 
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Table 2.2: Day-to-day spending 

2014-2015  

Day-to-day spending premium  per 

capita, £ 
1,187 

Day-to-day spending premium, £m  6,339 

Day-to-day spending premium  per 

capita, % 
12% 

 

It is sometimes suggested that Scotland ought to have used some of the tax and royalty revenues from North 

Sea oil and gas to create a sovereign wealth fund akin to those in Norway, the UAE, China, Singapore and 

elsewhere.  One candidate use for a sovereign wealth fund would be to invest in infrastructure assets such 

as water networks, toll roads, airports and so on.  Although Scotland has not had a tax revenue-supported 

sovereign wealth fund investing in infrastructure, it has instead used tax revenue-supported public 

expenditure more directly for capital investment in infrastructure. 

2.1.2 Expenditure by Scotland’s devolved government 

In 2014-2015, Scotland’s devolved Government spent £40.4bn.  In the table below we identify departments 

for which more than 80 per cent of expenditure is devolved. 

Table 2.3: Estimated devolved day-to-day expenditure by department (2014-2015) 

2014-2015 
Devolved day-to-day 

expenditure (£m) 

Public order and safety 2,568 

Enterprise and econ development 806 

Housing and community amenities 1,804 

Health 11,442 

Education and training 7,663 

Agriculture 878 

Transport 2,592 

Others 12,610 

Total  40,363 

 

In the following table we break down the Scottish public expenditure premium by these departments. 
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Table 2.4: Devolved departmental spending per capita 

 

rUK 

expenditure 

per capita, £ 

Scottish 

expenditure 

per capita, £ 

Scottish 

total 

premium 

by dept, £ 

Scottish 

total 

premium 

by dept, 

% 

Scottish 

devolved 

expendi-

ture, £ 

Scottish 

devolved 

premium, 

£ 

Public order and 

safety 
457 525 68 15% 481 62 

Enterprise and econ 

development 
64 184 120 188% 151 99 

Housing and 

community 

amenities 

150 338 188 126% 338 188 

Health 2,066 2,170 104 5% 2,142 103 

Education and 

training 
1,293 1,440 146 11% 1,434 146 

Agriculture 72 168 96 133% 164 94 

Transport 301 519 218 72% 485 204 

Other 6,871 7,457 586 9% 2,361 185 

Total 11,274 12,800 1,526 14% 7,556 901 

NB percentage premiums are defined as percentage of the rest of UK level. So, for example, a premium of 100 per cent would mean that Scottish 

per capita spending is twice the level in the rest of the UK. 

Note: The Scottish devolved premium per department here is estimated by first calculating the total premium by department, then scaling that 

department’s total premium by the ratio of devolved to total expenditure in that department to calculate the devolved premium. 

We observe that the four highest percentage premiums here are Enterprise and economic development, 

Agriculture, Housing and community amenities and Transport.  The premiums on health and on education 

and training are more modest. 
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3 Taxes Raised by Local Authorities in 

Scotland (Council Tax and Non-

Domestic Rates) 

In 2014-2015, Scottish local authorities raised £2bn from council tax and a further £1.9bn from non-domestic 

rates (NDR). The average council tax per capita in Scotland is lower than the average for the rest of the UK. 

In 1998-1999, at the time of devolution, council taxes per capita in Scotland were around 10 per cent higher 

than in the rest of the UK and NDR were 13 per cent higher per capita.6  But since devolution, council taxes 

and NDR have risen less rapidly than in the rest of the UK. 

The upshot of these trends is that per capita council tax and non-domestic rates are both now below the 

level in the rest of the UK, as can be seen from the table below. NDR are set centrally by the Scottish 

Government, and it also in effect controls council tax because it makes its grants to local government 

dependant on agreement on council tax levels.  If council tax and NDR in Scotland had been constrained to 

be at the same per capita level as in the rest of the UK, public spending in Scotland would (other things being 

equal) have been higher. 

Table 3.1: Differential between council taxes and NDR, Scotland vs rUK 

Local taxes on a per capita basis, £ 2014-2015 

Council tax per capita (Scotland) £376 

NDR per capita (Scotland) £358 

Council tax per capita (rest of UK) £443 

NDR per capita (rest of UK) £409 

Total differential £118 

Notes: GERS and Europe Economics calculations. NDR stands for non-domestic rates. 

A £118 per capita differential is equivalent to a 14 per cent cut in council tax and NDR. Across the 5.3m 

population of Scotland, this £118 per capita differential sums to £630m. 

Table 3.2: Council tax and non-domestic rates differential (degree to which Scottish council tax and NDR 

are less than in the rest of the UK) 

 Per capita, £ Total across Scotland, £ % of rUK taxes 

Council tax differential (rUK - 

Scotland) 
67 360m 15% 

NDR differential (rUK - Scotland) 50 269m 12% 

Total local tax differential 118 629m 14% 

 

                                                
6 The Scottish Parliament has made some minor adjustments to council tax and non-domestic rates, including introducing 

a council tax freeze in 2007, and various minor changes to the non-domestic rates regime to encourage small businesses 

and favoured industrial sectors like renewable energy, whilst at the same time having relatively more negative impacts 

on large retailers. See http://www.scotland.gov.uk/Topics/Government/local-government/17999/11199  

http://www.scotland.gov.uk/Topics/Government/local-government/17999/11199
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4 Conclusion 

In this report we have calculated how much higher public spending is and how much lower council tax and 

non-domestic rates are in the Scotland than in the rest of the UK.  The total value of these two differentials, 

across the Scottish population, is around £8.8bn or c£1,640 per person. 

, as set out in the following table. 

Table 4.1: Aggregate value of public spending and local tax differentials 

2014-2015  

Scottish public spending premium, £m 8,152 

Scottish tax discount, £m 629 

Total, £m 8,781 

 

We have shown that there are some spending areas where the spending premium is notably higher, as a 

percentage, than the average across Scotland.  That is true of capital spending in general and of departmental 

spending on enterprise and economic development, agriculture, transport and housing and community 

amenities in particular.  By contrast the premiums on public order and safety, on health and on education 

and training are well below the average across Scottish public spending.  

 

Overall, it is clear that very different priorities can and are pursued in Scotland in both spending and local 

taxation, so the scope for a broad range of varying policy approaches is considerable. 

 

 


