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30th April 2009 
 
Dear Mr Welsh 
 
 
FINANCE COMMITTEE: STRATEGIC SCRUTINY OF THE SCOTTISH GOVERNMENT’S 
BUDGET 
 
I am writing to clarify some of the factual points made in my evidence to the Committee on 
Tuesday afternoon, 28 April. 
 
In response to questions about the Scottish Government’s DEL budget in 2009-10 and 
2010-11 I sought to make clear, using figures published by the Treasury itself in the Budget 
day “Red Book”, that our budget was scheduled to rise in cash terms from £29.1 billion 
(made up of resource spending of £25.5 billion and capital spending of £3.6 billion) in 2009-
10 to £29.3 billion (resource of £26.1 billion; capital of £3.2 billion) in 2010-11.   This cash 
terms increase of £200 million (rounded to the nearest £100 million) in a total budget of 
nearly £30 billion represents a real terms reduction of 1% using Treasury’s published GDP 
deflator for 2010-11 of 1.5%. 
 
In response to questions from Jeremy Purvis MSP and from Jackie Baillie MSP, I said that, if 
the effects of capital acceleration were excluded from the Scottish Government’s 
Departmental Expenditure Limit (DEL) budgets for both 2009-10 and 2010-11, then the 
growth in real terms between the 2 years would be 1.7%.  This was based on a manual 
calculation undertaken during the Committee hearing.  We have checked the figures, and it 
has become apparent that an error was made in making the calculation, through using the 
GDP deflator for 2009-10 instead of that for 2010-11.  The figure is in fact 1.3% 
(recalculating the budgets to exclude the effects of capital acceleration does not alter the 
amount of money actually available to us).  Therefore, it remains the case that there will be a 
real terms reduction in the budgets available to the Scottish Government between this year 
and next.  .   
 
I also want to emphasise that – as I said in giving evidence – we believe that the most 
appropriate comparison to be made of spending between years is to look at successive 
Scottish Government budgets as agreed by Treasury.  It is this comparison, adjusted to real 



terms through use of GDP deflators, that gives the 1% real terms reduction I quoted in my 
evidence and which remains accurate. 
 
There is a further point I wanted to make.  In answering questions from Mr Kelly, I agreed 
with him that total public expenditure across the UK is set to rise by 0.7% a year in real terms 
over the years to 2013-14.  In fact, on re-reading Treasury’s Red Book (page 218) it is clear 
that the Treasury expects total current spending (that is all spending other than capital, 
including both DEL resource and Annually Managed Expenditure (AME) resource) to rise by 
0.7% in real terms.  However, AME includes elements of the budget such as rising debt 
interest payments and other accounting adjustments that cannot be allocated towards 
delivering front line public services.  DEL resource budgets, which are used to deliver front 
line public services, are facing a real terms decrease.  In addition, HM Treasury forecasts 
that public sector net investment will drop from 3.1% of GDP in 2009-10, to around 1.25% of 
GDP by 2013-14.  Capital spending makes up more than 10% of the Scottish Government’s 
budget.   
 
The key question is what will be the effect over the years 2011-12 to 2013-14 on the budgets 
available to the Scottish Government to apply to public services in Scotland – that is, the 
Departmental Expenditure Limit budget.  At this stage, changes over these years can only be 
estimated since no baselines have yet been issued by HM Treasury.  As the Committee 
heard from the Centre for Public Policy and the Regions, their forecast is for a real-terms 
decline of between £2.1 billion and £3.8 billion in the years between 2009-10 and 2013-14.  
This represents a real terms reduction of between 7% and 13% over 4 years.  The CPPR 
calculations of future DEL budgets are not out of kilter with our own.     
 
I wanted to clarify these points as soon as possible, and I hope this is helpful to the 
Committee.  I would be very grateful if a copy of this letter could be sent to Committee 
Members. 
 
I will write again shortly with the further information that I undertook to send to the 
Committee. 
 
Yours sincerely 
 

 
 
STELLA G MANZIE 


