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Briefing 68 April 2024

Consequences of Hunt’s 6 March Budget for
Scotiand

Overall, despite claims to be cutting taxes, Hunt’s budget made very little difference. Tax as a proportion
of GDP rose slightly to 37.1 — as against 37.2 at its previous peacetime high in 1948 at the beginning of
cold war rearmament. The main change was 2 percent reduction in National Insurance — which
disproportionately benefits the better off and, in terms of revenue reduction, threatens essential services.
The Budget allowed for the expenditure on public services to increase by 1 percent. However, with the
NHS and Education in reserved status, this will mean cuts elsewhere (estimated by the Institute for Fiscal
Studies at 3.5 per cent for the coming year). The Office for Budget Responsibility commented that the
budget presented significant issues in terms of the commitment to reducing the National Debt. The
government’s pledge to increase future defence spending to 2.5 percent of GDP could only be met by
cuts elsewhere (estimated at a further 3.5 percent by the Institute for Fiscal Studies)

For Scotland there was very little in terms of consequentials arising from the minimally increased
spending in England: £295m for current spending and nothing at all for capital spending..

€hild Poverty in Scotland
Figures published on 21 March (Child poverty summary (data.gov.scot) show levels considerably above
aims set by the Scottish government. In most cases levels have worsened slightly and were already very
high. The number of children living in households with less than 60 percent of median UK income
increased slightly to 26 percent (relative poverty). The proportion of children living in households that
had been persistently poor over a number of years increased to 14 percent. Children living in
households that went without basic goods and services increased to 12 percent.

Levelling Up and Starmer’s promises on local government
The House of Commons Public Accounts Committee published on 15 March figures showing that only
one third of the promised spending on Michael Gove’s Levelling Up programme had been committed.
These ‘levelling up’ grants are programmes by which local authorities can apply for special project funding
within guidelines provided by the government and subsequently negotiated in detail with the government.

On 28 March, Keir Starmer published, on behalf of the Labour Party ‘Power and Partnership: Labour’s
plan to power up Britain’. The partnership is specified as one between ‘Westminster, Local Government
and Business'. It effectively duplicates the Gove programme. All local authorities are asked to prepare
plans for submission to government that will result in more comprehensive administrative areas, with
elected mayors, in order, it seems, to exercise new powers over housing, transport and planning in
partnership with business. To win ‘buy-in" by business, corporation tax will be capped. There is no


https://data.gov.scot/poverty/cpupdate.html

mention of more money to provide services.. However, to assist forward planning, government
allocations will be set out over a three year period rather than annually.

Bank of England warns on financial instability from private

equity boom: European €entral Bank expresses same concerns
At its 27 March meeting the Bank of England’s Financial Policy Committee issued a warning on the
financial stability consequences for the wider economy of the growing number firms that are either
owned by private equity companies or rely on their investment. Internationally, many of these PE
companies are US owned and can, in times of easy, cheap credit, deliver very high profits. The sector is
very big, worth $8.6 trillion globally but outside most standard bank regulation. In Britain Asda and
Morrisons, among many others, are owned in this way.

Earlier the Vice President of the European Central Bank, Luis De Grindos had written: ‘financial markets
remain vulnerable to less favourable growth and inflation outcomes. Adverse market dynamics could be
amplified by the forced sale of securities by non-banks amid low liquidity buffers ... the correction in
property markets could turn disorderly.” He ended with a call for the completion of the EU Banking
Union and stronger policies for non-bank financial sector.

EV Banking Union remains uncompleted
Attempts to complete a EU Banking Union have been in stalemate since 2015. Germany as the biggest
economy remains opposed to taking responsibility, in any crisis, for countries like Italy with a poorly
supervised banking system and high levels of debt. Banking Union has been agreed in principle — but not
practice. See below.

EUROSTAT STATISTICS ON EURO AREA ECONOMY

Area GDP growth Q4 2023 | Government Debt to Inflation January 2024
GDP

Euro area 0.1 89 2.6

Germany -0.2 64 2.7

France 0.7 111 3.2

Spain 04 110 2.5

Italy 0.2 140 0.8




