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Bill Jamieson summary of presentation to CIPFA conference Winchester  

 

   

RISING TOGETHER - OR FLYING APART? 
 

 

ECONOMY POSITIVES:  

 

 UK GDP growth accelerated to 0.8% quarter-on-quarter and 3.1% year-

on-year in first quarter of 2014. 

 

 Encouraging labour market data – unemployment down to 6.9 per cent 

compared with 7.9 per cent 12 months ago. Numbers in work are now at 30.4 

million, up 691,000 on a year ago and at 72.6 per cent of the workforce, the 

highest for more than 40 years. NB numbers of those over 65 in employment 

now over one million and have risen consistently every quarter 

throughout the recession and recovery. No such thing as retirement?!  

 

 Business survey data remarkably upbeat – summary of latest CBI, Chambers 

of Commerce and Markit surveys – all point to strengthening recovery. Optimism 

amongst the UK’s smaller manufacturers has surged to its highest level 

since records began in 1988, according to the CBI’s latest SME Trends 

Survey.  

 Business investment is strengthening, up 8.5 per cent year-on-year.  

 Business start-ups are hitting new records – a record 500,000 businesses 

launched last year according to Start-Up Britain and the total so far this year is 

206,000 – could be heading for a new record.  

  

WEAKNESSES, THREATS 

 

 Bank lending to business still falling.  

 Balance of payments figures appalling – Last year saw an eye-watering 

current account deficit of just over £71 billion, equivalent to 4.4 per cent of GDP  

 House price bubble threat - Nationwide reports house prices up 1.2% month-

on-month and 10.9% year-on-year in April.   

 Interest rates to start rising from their emergency 0.5 per cent level early next 

year  

 Labour market and business start-up data may be misleading (1.4 million 

zero hours contracts; ‘start-ups’ may be redundant, solo laptop 

‘consultants’). 

 

We are about to enter potentially the most convulsive period for the UK and 

its constitution for 300 years 

 Later this month we have the elections to the European Parliament.  

Then on September 18 we have the Scottish independence referendum.  

 

Latest polls show the ‘YES’ vote within two percentage points of those saying 

they want Scotland to stay within the union -  

 

There would be detailed negotiations with the Scottish government on the 

division of UK assets and liabilities. The suggested date for the conclusion of 

these negotiations is March 2016  

 

Scottish MPs would be expected to withdraw from Westminster. Might this 

trigger another UK general election?   There are 59 Scottish MPS at Westminster. Of 

that Scottish total, 39 are Labour MPs – 15 per cent of the Labour total. So, if it is a 
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Labour administration with a narrow majority, this could force a second UK – or rUK – 

general election.  

 

Then, in 2016-17 there may be an ‘in or out’ referendum on the UK’s 

membership of the European Union. 

 

 If there is a NARROW VOTE AGAINST independence there will be renewed 

pressure for more devolution and constitutional change across the UK.  

 

And hanging over all of this is the UK’s deficit and debt.   The government’s 

debt total continues to rise. By 2014-15 UK PUBLIC SECTOR NET DEBT will hit 

£1.35 trillion, set to peak in 2015-16 at 78.7 per cent of GDP.  

 

If Scotland votes for separation, the resulting shrinkage in rUK GDP would see 

this debt to GDP ratio rising to 100 per cent. Not easy for a UK government to 

spend or borrow its way out of these political challenges as its stated aim is to 

reduce public spending as a share of GDP from 47 per cent currently to 37 per 

cent.  

 

OBR estimated that total North Sea oil and gas revenues would be down by 23 

per cent this year and cut its estimates for oil revenues over the four years to 

2018-19 combined by a further 13 per cent. Estimates of Scotland’s fiscal 

deficit have now been raised to 8.5 per cent of GDP.  

 

Scotland’s debt share is estimated at between £100 billion and £140 billion. 

And the annual interest charge on this debt is estimated to rise to £6.3 billion. 

As Scotland could not pay off this debt in one lump sum payment, the rest of 

the UK would extend an IOU.  The finances of the rest of the UK are thus 

dependent on Scotland honouring this outstanding debt. And it would have to 

trust Scotland to run a tougher fiscal policy than the UK as a whole, putting an 

immediate question mark over the spending promises made by the SNP, 

already facing a funding gap of more than £500 million.  

 

 

Many questions are thus raised, adding to that already long list of uncertainties  

All this would appear to cast a baleful shadow over the public finances – little prospect of 

relaxation until deficit is further reduced. A growing constraint on government 

spending is the rising bill for annual debt interest – set to hit £60 billion plus. 

This explains why public spending totals perversely continue to increase while central 

and local government budgets continue to be cut.  

 

However, there are areas where spending budgets could be maintained and indeed 

raised:  

  

 Infrastructure/ regeneration spending likely to be supported.. 

 

 Spending on housing  

 

 Rewards for public sector/local authority Innovation and adaptation.  

 A re-think on provision of universal ‘free’ services, from GP visits to 

museum admissions.   

 


