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Briefing 66 February 2024

Institute of Fiscal Studies report on Scottish Budget:
Real term cuts in 2023-24

The report published on 6 February notes that the ‘real-terms’ increase announced by Shona
Robison for the NHS fails to take into account the £0.6billion top up in the 2023-24 NHS budget
and hence involves a 0.7 percent cut. Unless additional funding was provided, it was ‘unlikely NHA
Scotland could survive’ in face of even minimal wage increases and scale of waiting lists. Similarly in
terms of funding for local government Scottish government funding ignores the £310m top up given
in 2023-24 — resulting in a real terms cut for this coming year of 1.8 percent.

Local government funding crisis

Scottish Accounts Commission Local Government Bulletin published 18 January 2024 warns on the
harsh financial settlement for local government for the year 2023-24 and the relative decline of local
government as a proportion of total Scottish budget. For COSLA Councillor Katie Hagmann said: “The
Accounts Commission’s Local Government in Scotland Financial bulletin for 2022/23 reinforces what
we have been saying about council finances and the really difficult and challenging decisions Councils
have had to take in recent years. In 2022/23 total revenue funding from all sources fell by £619
million (2.8 per cent) in real terms to £21.3 billion compared to 2021/22.

e Anincreasing proportion of funding is ring-fenced or provided with the expectation it will be
spent on specific services.

e Thereis pressure on capital budgets, and this presents risks to the viability of local
government capital programmes, many of which impact on key services (e.g., the
construction and maintenance of schools, libraries, roads).

The Scottish Accounts Commission reports shows that other areas of Scottish government spending
have increased in real terms as that for Local Government has shrunk. News release (audit-
scotland.gov.uk).

Scottish Economy: moving into recession ?
The Scottish economy contracted by 0.6 percent in October and again in November and is likely to
contract further in December, according to the Fraser of Allander Institute statement issued this
month. Manufacturing fell by 1.7 percent in both months and electricity and gas by 18 percent.

In Scotland, as also across Britain, the stress is being most acutely felt in the small and medium
business sectors — while in some sectors big business is doing very well. According to the Financial
Times on 30 January company insolvencies in 2023 were at the highest level since 1993 — worst in
construction, wholesale and retail and hospitality — with Scotland seeing the collapse of one of its
biggest construction firms Stuart Milne. On the other hand, firms holding production monopolies
have done well. Shell posted a profit forecast of $28billion — the best since 2011 (announcing a
dividend increase of 4 percent and a share buy back of $3.5B).


https://www.audit-scotland.gov.uk/uploads/docs/report/2024/nr_240116_local_government_finance_pr.pdf
https://www.audit-scotland.gov.uk/uploads/docs/report/2024/nr_240116_local_government_finance_pr.pdf

CBI claims dialogue with new Labour leadership can blunt

commitments on trade union rights
Rupert Soames, former managing director of Serco, is now general secretary of the CBI and told the
Financial Times (6 February) that he saw it as his main task to develop the existing dialogue with the
Labour leadership on trade union powers. Soames noted that at a Labour event for business last
week Starmer had said ‘we are going to level up workers rights in a way that has not be seen for
decades. He mentioned ‘day-one employment rights, a ban on zero hours contracts and fire and
rehire’. Soames said he saw room for compromise. ‘Provided we understand their objectives, we can
maybe help on areas of unintended consequences ... The Labour Party have been ahead of anybody
else in publishing their thoughts and manifestos on this. So, not unnaturally, they the first one that
gets the benefit of CBI commentary’. The interview made clear that Soames felt that cultivating the
CBI’s links with Labour would bring back the corporate members lost during recent CBI sex scandals.

Monopoly Power

The Balanced Economy Project contributed Chapter 2 to the just published Oxfam report: Inequality
— How corporate power divides our world. 1t outlines the rise of monopoly dominance in the world
economy over the past twenty years — especially in pharmaceuticals and drugs, metals, energy and
food — with its potential to enforce crisis and poverty demonstrated over the past five years.
Inequality Inc.: How corporate power divides our world and the need for a new era of public action
(oi-files-d8-prod.s3.eu-west-2.amazonaws.com)

Senior economist calls for reversal of existing government policies

and adoption of ‘sustainable investment’

Professor Nicholas Stern of Oxford University, writing in the Financial Times 30 January, reported that
Britain now had one of the worst capital investment figures in the OECD at only 18 percent of GDP —

a massive 4.7 percent of GDP lower than the average. He attacked the current government
projected reduction in public sector investment from 2.6 percent of GDP to 1.8 percent by 2028-29.
He called instead for a drastic rebalancing of investment towards renewables and attacked the
Westminster government’s grant of £78B to oil and gas investment despite the high likelihood of a
long-term price fall.

EU economy struggling in face of US protectionism

EU Germany France Spain Portugal
GDP Growth | 0.0 percent -0.3 0.0 0.6 -0.2
Q4 23
Industrial -0.2 -0.2 1.0 1.0 -0.1
prod
Real 0.0 0.5 -0.7 -2.0 0.0
investment

The Deloitte report on the EU economy (3 February 2023) reports a 5 percent decline in German
exports — with the biggest decline being in chemicals which have lost 23 percent of capacity. Two-
third of major German companies have at least part of their production out of Germany, generally
to the US, in light of the subsidies offered by the US’s Inflation Reduction Act

EU Commission retreats in face of farmers
On 6 February Ursula the head of the European Commission Ursula Von Der Leyen announced that
the EU Executive had removed the target for a 30 percent reduction in agricultural emissions over
the next 25 years and replaced it by ‘agriculture can play a key role’. It had also removed the target
of cutting pesticide use by half.
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