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			Robust SNP case but doubts over deficit remain.
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						The Claim
 
"Scots will subsidise the rest of the UK to the tune of almost £800 a head in this coming year alone. Rather than sending our wealth south to London to be short-changed in return, now is the time to take responsibility for our own finances."

Stewart Hosie, SNP MP

24 June 2006


Background

It's not only the World Cup which is re-igniting Scottish and English animosities. MPs south of the border have been calling for the axing of the Barnett formula, the mechanism which defines the amount of money Scotland receives from the Treasury and which allocates £1,500 more per head of the population to public services in Scotland than in England. 

The Scottish National Party hit back. It claims that thanks to North Sea oil revenues England is being subsidised by Scotland - not the other way around - to the tune of £800 per head, said SNP MP Stewart Hosie. If Scotland was given full fiscal responsibility, it could become one of the wealthiest countries in the world.


Analysis

So who's right? 

Hosie's claim is based on SNP's static budget forecasts, which calculate what it says are the true revenue and expenditure estimates for Scotland.

According to its predictions, which re-allocate government spend more fairly north of the border and which also take north sea oil revenues into consideration, the Scottish surplus per head for 2005/6 is £700. This is expected to be closer to £800 for the 2006/7 period, figures for which are due out next week. 

According to SNP figures, public service spending per head in Scotland is £1,068 per head above that of the UK overall, rather than the £1,500 per head quoted by Westminster, after adjustments are made to expenditure figures. These have historically been mis-allocated to Scotland using a "flawed system", according to Stephen Noon, a researcher at the Scottish National Party.

"[Westminster] figures are historically wrong and overestimate expenditure. The way they calculate non-identifiable spend, for example, doesn't reflect where the money is spent," he says.

Parliamentary answers and statistics from the Treasury have shown that just under £3.1m of non-identifiable English regional spending is mis-allocated. These mis-allocations include Scotland being charged for items which are England-only spending, and if spending is recalculated a total £435 is taken off Scotland's expenditure bill.
 
Add mis-proportions charges for other revenues such as civil service wages and defence, a further £50 is taken off the per-head bill.

Meanwhile, the SNP has calculated Scotland's oil revenues at £1,818 per head. That's based on Aberdeen University's calculations of Scotland's share of North Sea oil revenues of £9.2bn for 2005-6.

Subtracting its newly calculated spending difference per head from estimated oil revenues per head, each Scot contributes £700 per head more to the UK than Scotland gets back in spending. 

Its figures also show Scotland running a deficit of almost £1bn, and the SNP claims that, were Scotland to reap the benefits of all its natural resources, including oil and gas revenues it would be the eighth richest nation in the world, ahead of the other three countries of the United Kingdom. 

"However, with devolution our oil wealth goes straight to London and as a result, devolved Scotland trails in at 18th place in the wealth league tables, behind each and every one of our nearest competitors," Hosie told FactCheck.

						
					
				
			
				
				
				
				
				
				
				
				
					
					
					
					
					
					
					
					
					
					
					
					
					
					
					
					
					
						
						
						
						
						
						
						
						But figures from the Scottish Executive show that Scotland is a net beneficiary as a result of its inclusion in the United Kingdom, and that it has been running a deficit for many years. The latest figures available from the Government Expenditure and Revenue in Scotland (GERS) are from 2003-4 and show a Scottish deficit of £11.2bn, or 12.9 per cent of GDP, excluding proceeds from North Sea oil. 

Even if Scotland were to receive all revenues from North Sea oil and the definition of Scottish GDP incorporated oil and gas production, the Scottish deficit would be £6.9bn or 6.2 per cent of output, according to its figures.
 
Over time Scotland's reliance on the UK has grown, according to a spokesperson for the Scottish Executive with its net borrowing, or deficit, on an upward trend.

The Scottish Executive says that its figures are estimates, and should be regarded as indicative rather than precise. They are three years old and thus do not take into account rising oil prices but a spokesperson said that they are the "nearest projection of the benefit Scotland has of being part of the UK and its disadvantages if it were not part of the UK".
 
But a recent release under the Freedom of Information Act of documents from 1975 showed that official UK government figures estimating the amount of oil revenues that would be attributable to Scotland if it were freed from the United Kingdom were "grossly misleading2, according to Professor Alex Kemp of Aberdeen University.

Economists have since lined up to scotch UK government claims that Scotland would not thrive if it was given fiscal autonomy and even Dr Andrew Goudie, the Scottish Executive chief economist said in 2003 that GERS figures  "tell us nothing ... about the situation under Independence". 



FactCheck Rating: 2 (How ratings work) 


Verdict

The SNP makes a robust case that Scotland subsidises England, drawing widely on academic research and some Treasury figures in the course of its argument. Nevertheless, indicative numbers from the Scottish Executive suggest Scotland would still be running at a defecit even if it it received all North Sea oil revenues. Case still open.


Sources

Government Expenditure and Revenue in Scotland (GERS), 2005
 
Public Expenditure Statistical Analysis: breakdown of non-identifiable spending,  2006

Scotching the Myth: SNP document

SNP's Static Budget 2005-6 



Your view

You've read the article, now have your say. We want to know your experiences and your views. We also want to know if there are any claims you want given the FactCheck treatment. Email factcheck@channel4.com



FactCheck will correct significant errors in a timely manner, Readers should direct their enquiries to the Editor at the email address above.

						
					
				
			
			

			
			
			
					Send this article by email
	Share this article


				

			

			
			
			
			
				Send this article by email

				
				
				
				
				

				
					
						Recipient's email address
						
					
				

				
					
						Your name
						
					
				

				
					
				

			

			
			
				Share this article

					delicious
	Digg
	Facebook
	Google
	Newsvine
	reddit
	StumbleUpon
	Twitter


			

		
		
			
		

		
			
				More on this story

				
					
					
					
					
							External Sites

								Subscribe to Newsletter
	Subscribe to RSS
	Back to FactCheck


					
					
				

				Channel 4 is not responsible for the content of external websites.

			
		
		

	

	
	


	
		


	Watch the Latest Channel 4 News

	Watch Channel 4 News when you want





	
		Latest World news

			Tea Party candidates cause US election upsets
	Catholic abuse in England and Wales revealed
	Catholic crisis: child abuse victim speaks out
	Catholic bishop hides as abuse crisis unfolds
	Mother Russia: prizes offered for babies
	Congo rape soldiers: we abused our power


	






	
		More News blogs

		View  RSS feed	
		
		
			
				
					
					
						
					
						
							
						
					
					
					

					
					
					

						
						
							
								
									World News Blog

								
								
							
							
							Today at 09:59

							
							Key question in US politics: where would Sarah Palin sit?

							
							View World News Blog RSS feed

						

					
					
				
			

		

	




	
		
		
		

		
	

	

	
		
		
		

		
		
		
			
				
				
	
		
		Pakistan floods
		
	

	
		
		[image: A boy puts cream on in his face during the Pakistan floods (Reuters)]
		
	
	Powerful reports from Jonathan Miller inside Pakistan.
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	Lindsey Hilsum reports on the cost of a Taliban deal.
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	A campaign to save a woman from stoning wins her a reprieve.



			
			
		
		
	

	

	
		
		
		

		
		
		
			
				
				
	
		
		Crisis as famine looms
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	The worst drought in memory grips Niger, Mali 
and Chad.
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	British compensation payments to Afghan victims "treble".
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	Channel 4 News wins Amnesty awards for Sri Lanka reports.



			
			
		
		
	

	

	
		
		
		

		
		
		
			
				
				
	
		
		Tamil killings 'ordered'
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	Sri Lanka commander says killings were 'ordered from the top'.
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	The UN finds corruption is diverting Somali food aid.
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