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ECONOMY AND LABOUR MARKET

GDP Quarterly National Accounts, Scotland
2021 Quarter 4 (October-December)

4 May 2022

This publication includes an updated estimate of onshore GDP growth in real terms for the
fourth quarter of 2021, along with additional breakdowns of GDP by categories of income and
expenditure, and key household sector economic statistics, which are used for economic
forecastingand modelling.

Key results

e |n 2021 Quarter 4 (October to December), Scotland’s onshore GDP is estimated to have

grown by 1.6% compared to the previous quarter, revised up from the previous estimate of
1.3% published on 16 March.

e This release contains estimates that are consistent with the annual Supply and Use Tables
for 1998-2018 for the first time. As such, results for all periods back to 1998 are subject to
revision. Furtherdetail on these changes is available in the Revisions section.

e In quarterly terms, the level of GDP is unrevised at 1.1% below the level in 2019 Quarter 4
(Oct-Dec), prior to the impacts of the coronavirus (COVID-19) pandemic.

e |noutput terms, the largest contribution to growth in Quarter 4 was from health and social
work, mostly driven by a large increase in coronavirus vaccination, test and tracing activities
towards the end of the year. Overall, services sector output increased by 1.7%, production
sector outputincreased by 1.0%, and construction sector output increased by 2.8%.

e Annual GDP is now estimatedto have grown by 7.4% in 2021, after a fall of 10.6% in 2020.
Information About This Release

The coronavirus pandemic has ledto a number of challengesin collecting and processing the
data to calculate GDP. As a result, estimates from 2020 onwards are subject to more uncertainty
than usual and may be more prone to revision over time. International comparisons, and
comparisons withinthe UK, should be made with appropriate caution for the levels of uncertainty
and variations in methods in use by different statistical institutesaround the world.

Since the start of the COVID-19 pandemic, the Scottish Government has developed faster monthly
estimates of GDP growth. The latest estimates are for February 2022. The nextrelease,

incorporating monthly GDP for March 2022 and the First Estimate for 2022 Quarter 1 will be
publishedon 1 June.



https://www.gov.scot/publications/monthly-gdp-february-2022/
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About the GDP Quarterly National Accounts

This publicationincludesthe second estimate of onshore GDP growth for 2021 Quarter 4 (October
to December), which uses additional data released since the Quarterly GDP First Estimate
published on 16 March 2022. The resultsin this release are comparable to the UK Quarterly
National Accounts for Quarter 4 published on 31 March 2022.

The resultsin this release are consistent with the annual Supply and Use Tables for 1998-2018,
and volume estimates of GDP have been calculated using double-deflated industry-level gross
value added (GVA) for the firsttime. As such, results for all periods back to 1998 are subject to
revision. Furtherdetail on these changes is available in the Revisions section.

In addition to the second estimate of onshore growth in real terms, the GDP Quarterly National
Accounts also includes:

e Total GDP in nominal (cash) terms for the onshore economy and also the wider economy
including offshore activities

e Onshore GDP in nominal terms broken down usingall three of the output, expenditure and
income approaches

e Experimental statistics estimates of the expenditure approachto GDP inreal terms

e Household Sectorincome and expenditure accounts for Scotland, including Gross Disposable
Household Income (GDHI) and the Household Savings Ratio

e Publicsector revenues.

Data
This publicationincludes a short summary of key results from the latest statistics.

Full results for all components are available inthe following downloadable tables:

Onshore GDP by industry in real terms, second estimate (xIsx)
Other Quarterly National Accounts Summary Tables (xIsx)
Detailed Supplementary Tables (xIsx)

Revisionsto annual GVA by industry 1998-2018 (xIsx)
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Second quarterly estimate of onshore GDP growth for 2021 Quarter 4

Scotland’s onshore GDP (i.e. excluding offshore oil and gas) is estimated to have grown by 1.6% in
real terms during 2021 Quarter 4 (Octoberto December), revised up from the previous estimate
of 1.3% published in March.

Compared to the same quarter last year, Scotland’s GDP has grown by 7.7%. This strong increase
reflectsthe ongoingrecovery from the low base level in 2020, after GDP fell by 22% between 2019
Q4 and 2020 Q2.

In quarterly terms, the level of GDP isnow 1.1% below the levelin 2019 Quarter 4 (Oct-Dec), prior
to the impacts of the coronavirus (COVID-19) pandemic. This is unrevised from the previous
estimate of 1.1% below that level at the end of 2020.

Annual GDP is now estimated to have grown by 7.4% in 2021, after a fall of 10.6% in 2020.
GDP volume measure, Scotland onshore (2018=100)
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In output terms, the largest contributionto growth in Quarter 4 was from health and social work,
mostly driven by a large increase in coronavirus vaccination, test and tracing activities towards the
end of the year. Overall, services sector output increased by 1.7%, production sector output
increased by 1.0%, and construction sector output increased by 2.8%.

The Monthly GDP estimates (which are experimental statistics) give amore detailed indication of
the trendsfor each industry sector, and include results up to February 2022.

Results from the Business Insights and Conditions Survey (BICS) for Scotland are also being
published, covering aspects of trading status, workforce status and financial performance.
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https://www.gov.scot/collections/economy-statistics/#gdpmonthlyestimates
https://www.gov.scot/collections/business-and-innovation-statistics/#businessimpactofcoronavirus(covid-19)survey(bics)
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GDP in nominal terms

In 2021 as a whole, annual onshore GDP is estimated to have been £167.6 billionintotal, or
£30,639 per person. This has increased from the much lowervalue of £153.4 billion estimated for
2020, and is now back above the pre-pandemicvalue of 2019.

In terms of the income approach to GDP, the largest part of the fall in nominal GDP in 2020 is
accounted for by a decline in the value of taxesless subsidies on products and production. This
reflected both a decrease in tax revenue, such as VAT, and an increase in subsidies such as the
Coronavirus Job Retention Scheme (CJRS) and Self Employment Income Support Scheme (SEISS).
Gross Operating Surplus, which mostly represents company profits, has also fell strongly in 2020,
but is estimated to have recovered close to pre-pandemiclevelsin 2021. Compensation of
Employees (mostly wages and salaries) has increased over the last two years, supportedin part by
the increased subsidies, offsetting against the fallsin other components.

Including oil and gas extraction in Scottish waters, Scotland’s GDP in 2021 is estimated to be
£182.1 billionintotal, or £33,297 per person. This reflectsa recovery in the oil price during 2021,
relative to 2020, as wellas inonshore economic activity.

Although GDP statisticsin real terms are available for the onshore economy only, estimates of
GDP in nominal terms are produced for both the onshore and widereconomyincludingoil and gas
extraction. These are widely usedfor international comparisons and fiscal analysis. A range of
other statistics on oil and gas activity in Scottish waters is available at
https://www.gov.scot/collections/economy-statistics/.

Additional measures of economic activity and wellbeing

GDP (or GDP per person) is the most widely known indicator of economic activity and is frequently
used to make comparisons between places or over time. There are also a range of other measures
which can be used to indicate different aspects of economic activity and wellbeing.

Within this publication, Gross Disposable Household Income (Page 5) is the most comprehensive
direct measure of the money earned by peopleinScotland, includingincome earnedin other parts
of the UK or abroad, and accounting for transfers such as pensions, taxes and benefits.

Gross National Income (GNI) is a measure which accounts forincome flows between countries or
territories for all sectors of the economy, such as outflows of profits generated by foreign owned
companies. Experimental estimates of GNI, last updated for 2017, are available here.

Labour productivity statistics, which report GDP per job or per hour worked are available here.
Productivity statistics releases have been temporarily paused while we focus on faster indicators
of output and deal with the challenges of estimating GDP duringthe COVID-19 pandemic. The
latest estimatesare for 2019 Quarter 4, but estimates up to the end of 2021 are plannedfor
release inthe coming months.

Looking beyond GDP and the economy, Scotland’s National Performance Framework (NPF)
includes a range of economic, social and environmental indicators which give a widerindication of
national wellbeing. Furtherinformation can be found at nationalperformance.gov.scot.
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https://www.gov.scot/collections/economy-statistics/
https://www.gov.scot/publications/scottish-national-accounts-programme-primary-income-account-and-gross-national-income-for-scotland/
https://www.gov.scot/collections/economy-statistics/#productivitystatistics
https://nationalperformance.gov.scot/
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Gross Disposable Household Income (GDHI)

Gross Disposable Household Income (GDHI) is a measure of how much money the population has
for spending or saving after earnings and transferssuch as pensions, taxes and benefitsare
accounted for. GDHI includesincome earned in other areas of the UK or from abroad (forexample,
offshore workers’ income orincome from overseasinvestments) which are not part of onshore
GDP.

In 2021 Quarter 4, GDHI is estimated to have increased by 2.2% in nominal terms (without
adjustingfor inflation) overthe year compared to 2020 Quarter 4. Compared to pre-pandemic
levels, GDHI is 3.8% higherin nominal terms than in 2019 Quarter 4. The impact of the
Coronavirus job retention scheme is one reason why the income of the household sector, as a
whole, did not fall as much as GDP duringthe pandemic, although there s a clear difference
between compensation of employees (up 7.2% compared to pre-pandemiclevels) and self-
employed mixedincome (down 3.2% compared to pre-pandemiclevels).

Household Savings Ratio

In National Accounts, gross savingis calculated by subtracting household sector consumer
expenditure from disposable income. This broadly represents funds which are available foradding
to savings or paying off debt, althoughit also includeslarge values of non-cash transactions such
as the imputedrent of owner-occupiers within boththe income and expenditure components. Itis
not a measure of actual deposits made to savings accounts, or of savings accounts balances, butis
a useful indicator of trendsin overall household finances, and has been strongly impacted during
the coronavirus pandemic.

In 2021 Quarter 4, household savingsratio in Scotland is estimated at 7.2 per cent of total income
resources, which is down sharply from the peak of 27.0 per centin 2020 Quarter 2 when
expenditure was curtailed during the first lockdown. The savings ratio is now back to a similarlevel
seenin the years prior to the coronavirus pandemic.

Household sector income, expenditure and saving
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Revisions

This release contains estimates that are now consistent with the annual Supply and Use Tables for
1998-2018. As such, resultsfor all periods back to 1998 are subject to revision. Thisalso includes
routine updates to the short term data for recent periods, includingto the latest quarter, since the
First Estimate published on 16 March.

In addition to the usual update of annual reference levels and weights for GDP and its
components, volume estimates of GDP duringthe balanced years 1998-2018 have been calculated
using double-deflated industry-level gross value added (GVA) for the first time. This follows similar
developmentsinthe UK National Accounts Blue Book 2021, first publishedin the UK Quarterly
National Accounts for 2021 Quarter 2 on 30 September 2021.

The introduction of double deflation marks a significantimprovementtowardsinternational best
practice for volume GDP methodology, and improves the comparability of GVA and GDP estimates
between Scotland and the UK as whole. A spreadsheet has been published alongside this
publication showingthe scale of revisions to annual volume GVA for each industry in Scotland and
the UK as a whole.

For double deflation, annual volume GVA for all industriesis estimated directly from the balanced
supply and use tables by separately deflating the output and intermediate consumption of each
industry using prices for each of the products produced and consumed. The quarterly volume
measuresare then constrained to the annual double deflated GVA series. Along with the
introduction of the double deflation methodology, other updates have been introduced to the
pre-2018 time period which improve comparability with the UK statistics. This includes improved
deflators forimputed rental, and updated UK telecoms deflatorsintroduced by ONS in 2021.

These changes have resulted in some notable revisions to annual growth rates for Scotland
between 1998-2018. These are more significantforScotland than was seen for the UK as a whole
because overall volume GDP is determined solely by the production approach (industry GVA) in
Scotland, whereas for the UK thisis balanced against the expenditure approach whichis usually
seenas more reliable.

Over the decade before the financial crisis, between 1998-2008, average annual growth has been
revised down sslightly from 2.0% per year to 1.9% per year. Over the following decade from 2008-
2018, average annual growth has beenrevised upfrom 0.7% per year to 1.2% per year. Taken over
the entire period from 1998-2018, average annual growth has beenrevised up from 1.4% to 1.5%.
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https://www.gov.scot/publications/input-output-latest/
https://www.gov.scot/publications/input-output-latest/
https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/quarterlynationalaccounts/apriltojune2021
https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/quarterlynationalaccounts/apriltojune2021
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Revisions to annual GDP growth rates, 1999-2018

1999 2001 2003 2005 2007 2009 2011 2013 2015 2017

Revision e | atest growth rate Previous growth rate

Althoughthese updates have led to upward revisions for Scotland, the estimates are still below
the average annual growth rate of 1.9% estimated by the ONS for Scotland in Regional Economic
Activity by Gross DomesticProduct due to the differentapproaches taken for measurement of the
output of some industries, including non-market output. However, despite differencesinyearto
year movements, average growth is now very similarbetweenthe two seriesfrom 2005 onwards.

Revision to GDP volume series and comparison to ONS Regional GDP (2018=100)
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In quarterly terms, revisions to individual periods have also beenlarger than seenfor the UK as a
whole when double deflation wasintroduced. This reflects the impact of the larger revisionsto
annual growth rates, to which the quarterly estimates are constrained. Over the period from
1998-2018, the mean absolute revision (scale of revision regardless of direction) to quarterly
growth is plusor minus 0.3 percentage points. The mean revision (includingthe direction of
change) is+0.04%, indicatingthe upward revision to average growth over this period. The scale of
these changes reflects the one-off impact of making a significant change to methodology.
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https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/regionaleconomicactivitybygrossdomesticproductuk/1998to2019
https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/regionaleconomicactivitybygrossdomesticproductuk/1998to2019
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About the GDP Quarterly National Accounts

Gross domesticproduct (GDP) isthe main indicator of economic activity in Scotland. There are
three ways to measure GDP which should all produce the same result. Each of these approaches
allows GDP to be broken down into different categories.

Agriculture, Forestry & Consumer spending Compensation of
Fishing '+ Employees

'+ Government spending '+
Production '+ Gross Operating

G Capital investment Surplus .
Construction '+ +

'+ Exports Taxes less subsidies on
Services — production & products

Imports
total production of  __ total demand for total income from

goods and services goods and services factors of production

The GDP Quarterly National Accounts covers all three approaches to GDP and theirbreakdownsin
current prices (cash terms, unadjusted for inflation) forthe onshore economy. Estimates of
onshore GDP in real terms are available usingthe output approach, and are now also available for
the expenditure approach as experimental statistics.

The GDP Quarterly National Accounts also includes estimates of total GDP in current prices for the
wider Scottish economy including an illustrative share of UK extra-regio (offshore and overseas)
economic activity.

Development Plan

The Scottish Fiscal Commission publishes an annual Statement of Data Needs (link). These outline
the data the SFC requires for its forecasts and highlights priorities for new or improved data.
Information on the plans relatingto these prioritiesisavailable here.

Next publications

GDP Monthly Estimate (experimental statistics), March 2022 1 June 2022
GDP First Quarterly Estimate (national statistics), 2022 Quarter 1 1 June 2022
GDP Quarterly National Accounts (national statistics), 2022 Quarter 1 27 July 2022
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http://www.fiscalcommission.scot/publications/occasional-papers/statement-of-data-needs-september-2018/
https://www2.gov.scot/Topics/Statistics/Browse/Economy/QNAS/Developments
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A National Statistics publication for Scotland

Quarterly National Accounts for Scotland was assessed by the Office for Statistics Regulation (OSR)
and designated as National Statistics in January 2014, signifying compliance with the Code of
Practice for Statistics. Assessment Report 272 can be found at
https://www.statisticsauthority.gov.uk/publication/quarterly-national-accounts-scotland/.

Designation can be interpreted to mean that the statistics: meetidentified userneeds;are
produced, managed and disseminated to high standards; and are explained well.

Since the assessmentthere has beena programme of continuousimprovementto the Quarterly
National Accounts, includingto the data used for capital investmentand household earnings, and
improved communication of the results. Some developments are ongoingand are clearly
identified as experimental statisticsin the release.

Correspondence and enquiries
For enquiries about this publication, please contact:

John Dowens,
National Accounts Unit,
Office of the Chief Economic Adviser

e-mail: john.dowens@gov.scot
or economic.statistics@gov.scot

For general enquiries about Scottish Government statistics please contact:
Office of the Chief Statistician, Telephone: 0131 244 0442,
e-mail: statistics.enquiries@gov.scot

Complaints and suggestions

If you are not satisfied with our service or have any comments or suggestions, please write to the
Chief Statistician, St Andrew’s House, Edinburgh, EH1 3DG, Telephone:(0131) 244 0302, e-mail
statistics.enquiries@gov.scot.

If you would like to be consulted about statistical collections or receive notification of publications,
please registeryour interestat www.gov.scot/scotstat

Details of forthcoming publications can be found at www.gov.scot/statistics

Crown Copyright

You may use or re-use thisinformation (not includinglogos) free of charge in any format or
medium, underthe terms of the Open Government Licence.

See: www.nationalarchives.gov.uk/doc/open-government-licence/
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