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T WOMIC PROERBSS 1951-1960
g9ggmg] [

The oentxal purpose of this dissertation la to assess in
quanifiahle terms the progross of the Scottish eocononogr Arom I93I
to 1960, the most recent year for sfaich data oould be obtained*

FOr this purpose it was neoessaxy to prepare estimates of gross
domestic product# Income from employment, gross profits and other
trading income, and output and investment in manufacturing industry.
Wherever possible comparisons are dramn with the United Kingdom as
a whole and with other regions. For certain years it was possible
to compare perscmal income $d household expenditure in all of the
Standard Regions.

The results showed that Scotland lagged behind the United
Kingdom in economic perfoxsnnoe especially during the second half
of the decade* Gross domestic product per head of population fell
from 92 per cent in I93I to 88 per cent of the Uhited Ungdom level
in 1960, Bcononio growth from 1934 to I960 came to only 9 per cant
for Scotland compared with 18 per cent for the United CLngdom*
However, in spite of this trend, Scotland's gross domestic product
per head was still slightly above the Welsh level and substantially
above the Morthem Irish level for such years as comparisons oould
be made, Moreover, the figures showed that output per head of
occupied population was only some 6 per cent below the Uhited Kingdom
level. Income from employment did not expand as rapidly as in the
United Kingdom as a whole; but this was mainly a reflection of the
slower growth in employment rather than of a growing disparity in
income per head*

The composition of gross domestic product by industries showed
that while the Scottish econogy may differ structurally from the United
Kingdom in many important respects, the differences were not so obviously
apparent as for Wales or Vorthem Ireland* Figures for output per head
by industries showed that, idiile Scotland compared quite well with the
United Kingdom in agriculture, forestry and fishing, manufacturing and
gas, electricity and water, it was well behind in mining and quarrying,
oonsbruction and distribution.

The estimates of personal income showed that Scotland's income per
head was above the levels prevailing in the South-West, the lorthem
region, Wales or Northern Ireland* London and the South-East had an
exceptionally hig” income per head, but the Scottish figure was not great!./
different from many of the other English regions* Moreover investment
income formed a higher proportion ofthe Scottish total than for the majority
of the other regions. The breakdown of personal income by counties showed
that West Lothian had the lowest level of income per head in Scotland* The
highest levels were to be found in Midlothian and the counties of the
Clydeside conurbation.

/I

The analysis of investment in manufacturing industry showed that as
a proportion of gross domestic product Scottish and Northern Irish inves
had been below “e United Kingdom level in almost every year, idiile Welsh
investment had been much higher* Yet in relation to the amount of
investment, the return in terms of growth had been as good in Scotland as
in the United Kingdom* In terms of increased productivity the return had
actually been better in Scotland. There seemed every reason, therefore,
to try to stop up the amount of investment taking place in Scotland; and
it is clear that this is essential if the progress of the Scottish
economy is to be improved in the coming decade.

4- (BHU «W
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PREFACH

My greatest debt in writing this book is to the authors
of previous studies on regional ecounomic statistics From their
work I have learnt much which made the tagk of prepariug the estimates
in this book incomparably easier. In particular I derived great
advantage from reading three dissertations submitted for master's
degrees at Aberystwyth by members of the team which prepared

1The Social Accounts of the Welsh Biconomy!. As this bookx gres to

press 1t was learnt that official estimates of gross domestic product
in Northern Ireland were shortly %o be published. It was impossible
to take account of these estimates in the present study, but since they
are constructed by similar methods, they should provide some interesting
comparisons,

I would like to thank Professor D.J.Robertson, Professor
T,Wilson, Dr.,Laurence C.Hunter and Mr.ialcolm MacLennan, all of whom
read drafts of the book and made many helpful suggestions. I am
particularly indebted to the Statistics Office of the Inland Revenue
for providing information on Schedule E earnings in Scotland, which
played an important part in the estimation cf gross domegtic product,
and to the Scottish Statistics Office and the Rconomic Advisory Office
of Northern Ireland for comments on Chapter V. Finally I would like to
thank Mrs.Doxrig Ryder for her indispensable gecretarial assigtance.

University of Glasgow, Gavin LicCrone.
27th February 1964.
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CHAPTIR QKR

IXTRODUCHION

Tn re-ent years it has become increasingly clear that
on: of Britain's major economic roblemz is the lack of regional
balance in the country's economic performance. It seemed that
economlic growth was increasingly centred on the Midlands and South-
east of BEngland, while some other parts of the country suffered rising
unemployment and econowmic stagnation. Apart from the regional problem,
however, Britain itself has had a poor %ate of economic growth during
the last decade. It may be argued that this is at least partly
because the areas wherz there has been an impetus for growth have had
relatively few spars resources,and inflation has therefore been a
constant danger. Other regions which have had wnemployed resources and a
considerable growth potential have lacked the impetus. It wmay be,
therefore, that a positive regional policy could also improve the
coumntry!s everall economic position,

A substantial amount has been written on regional econemic
problems at a variety of levels, Most notable of recent studies have
heen the two reports on Scetland and Northern Ireland and the White
Pape® on Central Scotland and Forth-Bast England.(l) As a result the
main issues of rezional policy sre now clear and a number of possible
approaches to the problem have bsen canvassed. However, all the studies
which have been made so far have been handicavped by a shortage of
statistical material., This prevents the enalysis of certain problems
from being as complete as might be desired; on others it mekes snalysis
imposgsible altogether, It is therefore scarcely surprising that in
popular writings and in common discussion, analysis is frequently
replaced by assertion.
(1)Rep0;; ofug;gﬂé;;;;;;;;_ggﬁggé;;;;:;;;;i;he Scottish Ec;nomy, Scottish
Council (Develonment & Industry)1962 (Toothill Committee) Report of the
Joint Working Pety on the Bconomy of Werthern Irsland,H,4.S.0. London,Cmnd.Iq3s
'Central Scotlands A Prograume for Development & Growth!, Cund.2188,H.M.S.0.,

Edinburgh. November 1963, !The North Bast: & Programme for Development &
Growth!, Cmnd,.2206. H,1.5.0.Londoplevenber 1963,




The state of statistical informalion on the regions varies
greatly from one region to another, though on none can it be @aid
to be adequate. Northern Treland 1s by far the best supplied,
doubtless as a result «f its particular system of administration and its
geographical isolation. A fairly detailed Census of Production is
avallable for each year, and figures for exports and imports,
parsonal income, industrial production, capital investment and wages and
salaries are regularly published,(l)

o such detail is available for Scotland, though the Digest
of Scottish Statistics does give much information which is not available
for other regions including an index of industrial prod_uotion.(2>
The Inland Revenue returns likewise provide more information on Scotland
than for other regions, apart from Worthern Ireland; and the United
Kingdom Census of Production contsing figures for Scotland and Wales
which are not available far the regions of Engiand.(a) Scotland also
has the advantage, unlike Wales, of being a distinct region for many
of the nationalised industries, so that separate figures are wore
readily obtained from their ammual reports than for other aresc.

The position for Waleg is similar to Scotland, though not quiite so
good. The Digest of Welsh Statistics provides much useful informatien,
bub there is no index sf industiial production.(4) For most purposes
Wales is bracketcd with England in the Inland Revenue reports; and the
nationaligsed industries in defining the regions of their activities,
tend to amalgamate parts of Wales with neighbpuring counties #f England.

These three regions are, however, in a far better position than
any of the regions of England. For them the provision of statistical

information in extremely pcor and an analysis of their economic

(L)Digest of Statistics, Government of Northern Ireland, H.li.S.0.,Belfast,
Reports on the Census of Preduction eof Herthern Ireland, H,M.S.0,,Belfast.
(2)Digest of Scottish Statistics, Scottish Statistical Office, H.M.S.O,
mdinburgh,
(3)Reports_of he Commissioners eof Her Majesty!s Inlend Revenue(Ammal),.
H.}.38.0.Lendon, Censug of Preducticun, Board of Trade, H.M.S.0.Londong
(4).Digest of Welsh Statistics, H.M.S.0.London,
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condition is therefore much more difficult. One has to rely

chiefly on employment statistics and figures for earnings which have
only recently been published, a certain amount of informstion in the
Census of Production and the periodic income censuses published in the
Inland Revenue reports.(l) It is perhaps partly because of the lack
of information that the regions of fngland have had much less

written about their economic problems than Northern Ireland, Scotland
or Wales,

One of the main statistical gaps for all the regions is
the absence of estimates corresponding to national income, gross mational
product ur gross domestic product which might be compared with the
National Incomez and Expenditure Accounts of the United Kingdom.(z) This
would provide & way of meaguring the relative levels of income and
ountput in the different regions, Without it very little is known of
their comparstive efficiency or standards of living, If such estimates
were produced regularly they cculd also provide useful infcrmation on
the economic growth of regicns, being much wider in coverage than the
indices of industrial production which are at present available for
Northern Ireland and Scotland. Furthermore, if the estimates were built
up industry by industry they would provide an analysis of the economic
structure of regions; and when set beside statistics for employment, they
would give comparative figures of output per head in different industries,

The present gtudy presents such estimates for Scotland over
the period 1951-1960, Though writing in 196% it was impossible o
go beyond 1960 owing to the lack of published material(the latest
Census of Production to be published was 1958). Previous studies in
this field include Professor A.D.Campbellls estimates of Scottish
national income over the period 1924-49., TFor Northern Ireland there are
Mr.N.Cuthbert!s estimate of private civilian income 1935/6 to 1951/2

and Professor C.F.Carter and lMary Robson'!'s national income and social

(1)Statistios on Incomas, Prices, Employment & Production, Ministry of Labour,
H.M.S5.0.London,
(2)National Income & Expenditure, Central Statistical Office, H.M.3.0.,London.
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accounts for Northern Ireland for 19523 this latter study was
subsequently extended to provide estimates of gross domestic
product in Northern Ireland covering the years 1950 to 1956.
The Welsh studies comprise Professor E.T.Nevin's !'Social Accounts of
the Welsh Bcenomy 1948 to 1956' and a separate estimate of gross
domestic product in Wales for 1948 by Dr.J.Parry Lewis.(l)

The estimates presented in this bock have derived great
benefit from these earlier studiess but in scope and form of
presentation they differ in some imporitant respecis. Because the
provision of basic statistical material for Scotland is not as good as
for Northern Ireland, it is not possible to construct sscial accounts
for Scotland in such detail as czn be done for Northern Ireland withcut
throwing caution to the winds and makirg a series of very hazardous
assumptions. On the other hand it sheuld be possible to present better
estimates than for Wales.

In view of thig it is perhaps surprising that the most
detailed and comprehensive estimates so far punlished are Preofessor
Nevin'g 'Socaal Accounits £ the Velsh Economy!., These conbtain ecstimstes
of income and expenditure, investment in fixed capital formation and in
stocks, current acecount of local authorities and the revenue account of
central government. In fact they follow very clesely the pattern of the
United Kingdom 'Naticnael Income and Expenditure!. They are only able to
do this, however, by meking a number of seemingly doubiivl assuaptions,
Thus the estimates for caplital formation, saving and expenditure, for
instance, are very puch less satisfactory thaa one would wish and
nay actually be wmisleading,

It may be that it is a mistake to try to follow too closely
the framework f the United Kingdom national income accounts in
presenting estimates for regions. One ¢f the main purposes of making B
(l)A.D.Campbell,'Changes in Scottish Incomes, 1924-49!', Hconomic Journal 193
and 'Income' Chap.5 in 'The Scotiish Feonomy! edited by A.K.Calrncross,
Cambridge 19543 K.3.Isles, and N,Cuthbert, 'An Ecenomic Survey ef
Northern Ireland, 'H.M.5.0.Belfact 1957, Appendix Aj ¢.F.Carter
and Mary Robson, 4 Cemparison of the National Incomes & focial Accounts of
Northern Irelant, the Republic of Treland and the United Xingdom,! Journal o:
the Statistical and Scocial Inguiry Society of Treland, 108th Session 1954-5,
pr.62~8T3 and C.F.Carter !Bstimateos of the Gross Demestic Product wf
Northern Ireland 1953-56!, Ibidem 112th Sessirn 1938-9. p.149.
B, Nevin (editor), !'The Social Accounts cf the Welsh Foonomy 1948-56! Welsh
Economic Studies 0.2, ,University of Wales Pries,19573 J.Parry Lewls,

'Income & Consumer's Expenditure! Chap,8 in !The Welsh Bconomy! edited by
Brinley Thomas, University of Wales Press, 1961,
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regional estimatesis to draw comparisons with the United Kingdom as a
wholes it is important therefore that the figures should properly
reflect the regional disparities. Attempts to produce a full set of
social accounts for regions are commonly forced to derive many of
their estimates from some sort of ratio, such as the population ratio,
applied te the natienal figure. Unless the ratio is a really appropriate
one, this type of procedure is apt to destroy the whole purpose of the study.
Such ratios may make the region appear to reflect the characteristics
of the rest of the nation more closely than is actually the case, and
gse minimise the differences one is trying to discover., Furthermore, if
a fair proportion of the estimates are founded on a rather shaky basis,
this may also destroy confidence in the remainder.

In sume respects therefore the cstimates presented in this
study are less ambitirus in coverage than the Welsh figures contained in
Professor Nevin's study. On the other hand much more atiention is
given to comparisons with other regions and with the United Kingdom
as a whole. Comgarigons between:ﬁ&&%lah@“and-othér regiong have therefore

heen made Wharever possiblu- 6

The cstimates presentea here are not sufficiently comprehensive
to constitute a set of social accounts. In some respects it was tempting
to try to produce one, but the available data wers far from adequate.

In the circumstances 1t seemed much better to limit the study to those
estimates which could be presented with a good claim to accuracy.

Even so the methods which had to be used in deriving the
estimates were often extremely coumplicated as z glance at Appendix I
will show, It is particularly regrettable that so many Government statistics
are not presented on a comparable basig covering a number of years,

For example numcrous adjustments had to be made to Census eof Production
figures to get a continuous series of estimates; and sne way er another
the change in the Standard Industrial Classification caused several menths
of additional work, Differences of definition between government

departnents also tend to produce confusion. It is unfortunate, for
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example, that differences between the basis of Ministry of Labour
figures and those of cther departments frequently mad: certain
egtmates difficult to obtain and unreliable once they were obtained.

Previous studies have teken national income, gross national

product or private civilian income as the csrnerstone of their estimates.
In this book, however, attention is primarily focused on gross domestic
product and its composition rather than grnss national product or
national indome. Gross demestic product may be regarded as measuring
the income originating within the regien rather than the income
ultimately received within the region, which is gross national product,
It happens that gross demestic product can re estimatced with ouch more
reliability for regiong than gross national product, because of the

lack of information on flows of property income either into or out

of the regien. But, apart from this, it is in many ways the more
significant figure for studying the econnmy of a regisn. For a region
it is possible to envisage a much wider divergence between gross domestic
product and gross natienal product than is common for a nation, since a
large part of the industriasl plant of the region may be éwned by outsiders
and egually the property income of those within the regivn wmay derive ia
large part from property shares,etec., in other regions, It would thus
ba thesretically pessible for gross domestic product to be falling at .a
time when grogs national product of a region was rising. This is
adnittedly unlikely, but it seems clear that gross domestic product is
the better measurc of e region's economic performance. In this respect,
therefeara, the present estimates differ from those of Professor Campbell
who was concerned with Scottish national income defined as income
ultimaitely accruing to people in Scotlend whether from within the
regien or outside.(l)

Anether feature of the present study is that estimates of

gross demestia product are obtained by the additien ef estimates feor

individual industries., In this it follows the procedure adepted both

s e v o s i e v e v 2 o e s i A s A 448t R e o e e e B S S e B

1).4,D,Cempbell, op.cit.
2). Bp.cit.
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This procedure has the advantage that it provides an analysis
of the economic structure of the regiun, and a number of interesting
comparisons may be made between Scotland, the United Kingdom, Wales
and Northern Ireland. This nethod also makes powsible the use
of fhe Census of Productien as a principal source rather than relying
entirely on the Inland Revenue figures, These are thought to be
less satisfactory as a source, since the region in which an establishment
is located may differ from the one to which dits income is accredited
for tax purposes.

Chapters VI end VII analyse the distribution of personal
income between regions of the United Kingdom and between counties within
Scotland, In this case the basic source was the reports of the Inland
Revenue and it scemed better to draw the comparisons direct from the
Inland Revenue figures than to try to adjust the figures by a series of

orude procedures to some gort of Wational Accounting definitions,

®

et

In Chapter Yek# an analysis is made of investment in Scotland
end in Wales and Northern Ircland. It was decided that complete figures
for all Scottish investment cwuld not be satisfacterily constructed not
ouly for practical but also for conceptual reasons. Despite this a
nunber of intercsting comparisons can be made especially for investment
in manufacturing industry. In the second part of Chapter ﬂégé thig is
related to growth and the productivity of investment in terms of growth
is assessed for Scotland, Wales and Northorn Ireland.

The Sources and Methods of the gross domestic product and
ather esiimates are given at considerable length in the Appendix.

This was done for two reasons. In the first place, meny of the
techniques and procedurcs used in this type of work are, of necessity,
devious and complicated. It is therefore important that those using
figures in this book shonld know precisely what degree of reliability
to attach to them. This knowledge can only be sbtained by referring
to the detailed methods used in the construction of the estimates.
Without this, there is a tendency either to derive conclusions from the

estimates which are uwawarranted, or to regard all the estimates as suspect




T8

because a few had to be based on rather shaky assumptions.

It is hoped that at some time cstimates of this kind will be
continued and improved nct only for Scotland but alsc for other regions.
A gimilar hope was expressed by Professor Corter aid Mary Robson.(l)
There is litsle doubt that a sewies of cstimates produced regularly
for the rcegions of the United Kingdom would do much to improve our
understanding of regional economic problems. But it is impovtanc that
anyone who undertakes such studies should take over the techniques
of previous wwork and improve on it without having to negotiate all
the difficulties and pitfalls afresh. It is believed that the
publication ef a comprehensive Seurces and Methuds with ths present
study would enable revised estimates for Scotland to be prepared from
time to time with only a fraction of the work required for the original

study.

(1).ﬁp.0it, P.62,
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CHAPTER TWO

GROSS DOMESTIC PRODUCT AND TITS COMPOSITION

SCOTTISH GROSS DOIESTIC PRODUCT COMPARED WITH THE U.X.

Gross domestic product may be regarded as the output or value
added’?o all branches of industry and services in Scotland; alternatively
it comprises income from employment (including wages, salaries and
employers uaticnal insurance and superannuation contributions),
income from selfl employiuent, company profits (including provision
for depreciation), trading surpluses of public corporations and renth.

It was impossible to compile estimates for all sectors using the same
method; some were therefore calculated by measvrring output, others by
estimating the components of income.(l) All the estimates presented
include stock appreciation, since it was felf that no method of

deducting this which might be tried could be really satisfactory.

The estimatos differ from gross national product in tlat they do not inclu
net income from outside the region, and from national income in that the
latter also excludes provision for depreciation,

Tre estimates of Scotland's gross domestic product are
presented in Table I. This table also shows the composition of gross
domestic product by the main industry and service groups. The two
agpects of most immedinte interest are the changes in Scottish gross
donestic preduct over the period and the comparison of the Scottish
estimates with the United Kingdom. Scottish gross domestic product
rose from £1,237 million in 1951 to £1,964 million in 1960 an increase
of 59 per cent. In the same pericd the equivalent rise for the United ,.
Kingdom was 70 per cent, A substantial part of this rise is accounted
for by inflation in both cases, but it is nonetheless interesting to
note that Scotland has been lagging behind the United Kingdom. Furthermo:
the indices for Scotland ond the Unibed Kingdom kept vory close during
the first three yeors; they begnn to diverge in 1954, but the divergence

suddenly increecsed in 1959 and 1960(See Table II).

r ot e - o e -

(1)8ee Bources ond Methods, Appendix I.
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The figures showing the percentoge share of United Kingdom
gross domestic product accounted for by Scotland give o similar picture.
Scottish gross domestic product fell from 9.3 per cent of the United
Kingdon total in 1951 to 8.7 per cent in 1960. The figure fluctuntes
slightly: after falling to 9al per cont in the yeazj:gSy,N:?t recovers o
9.2 per cent in 1957 before f=lling once again. It is often asserted that
Scotland experiences larger trade cycle fluctuations than the United
Kingdom, suffering morec severely in timcs of depression because of the
nature of the industry. These figuvrcs perhaps may be said to give
evidence of this. 1951 was a year of high bocm and the Scottish figure
was high. Thercafter follows a slight recession and stagnation in the midd
fiftiesy 1950 and 1957 see o recovery and an improvement in the Scottish
figure once again, 1958 brings o fairly sharp recession and aun immediote
fall in the Ycottish figure. This is accentuated in 1959 and 1960
when the United Tingdoir econory beging to recoveri but on this occasion
the recovery is much less marked in Scotland so that the log is
increaged. -

Ir gross domestic product is expressed per head of ths populatior
this cives some idea of the relative standord of living. It is not m
exact measuremeng??%%sgxcludes net income from other regions and abroad
and it fails to take account of relative price levels, This latter is
not really such a serieis problem when couwparing parts of one economy,
where prices are generally fairly similarsas it is for international
comparisons, sey betwecen France and the United Kingdom; but ideally
it should be taken into account. It is commerly believed that the
cost of 1iVing is higher in Iondon than in the provinces of England,
and it seems pretty certain that it is also high in the islands and
parts of the highlands of Scotland. No figures are arailable, however,
and it is therefore not possible to meke appropriate adjustments,

The figures show that gross domestio‘pggduct per head in
Scotland fell from approximately 92 per cent of lhe United Kingdom

figure in 1951 to 88 per cent in 1960. These figures fit in fairly
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well with Profeassor Campbellls earlier estimates of national

income, which geve 93 per cent in 1949.(1> Any differences

arising way well be accounted for by the difference in definition
between Campbell'ts national incone and gross domestic product used here.
Once again there is evidence that Scotlend is falling behind; but the
Scottish figure is not far below the United Kingdom level, especially
at the start of the period, and there nay be those who would expect

a wider gap.

On the evidence of comperisons mede between the United Lingdom
and other Buropean countries, this means that Scotland has a staadard of
living equal to nmany in Turope and better than several, Studies of *his
type are notoriously difficult to reke, and those who attempt them
invariably get slightly differing results. But the study by Milton
Gilbert, which gave comparative figures for gross national product per
head in eight Buropean countries, shows that the majority of Western
Buropean countries were behind the United Kinglom level in 1955.(2)

At that time probably the only exceptions were Switzerlend and Sweden.
Gilbertls figures expressed ag a percentage of the United ¥ingdom gross
national product per head were as follows: Norway 98, Belgium 96,
Denmark 90, West Germany 86, France 84, Netherlands 82, and Itely 47.

In 1955 Scottisn gross domestic product par head was 90 per
cent of the United Kingdom level. Allowing for the inaccurancies which
inevitably arise in such comparisons, it could probably be said that
at this time the Scottish level waoe enly exceeded by Norway and Belgium
(omong the countries in the study). The Danish level was probably
very close to the Scottish, so also was the German, The remaining
countries were perhaps somecvhat behind. Today the picture hos changed
somewhat as a result of the rapid rate of economic growth in most of the
Continental countries, Germany is now thought tonhave more or less

s o o e - i e it e 2 o e e ), . s e e S e e o o

(1)A.D.Campbell,opacita
(2 Milton Gilbert snd Associates, !Comparative National Product, and
Price Levels,' OEEC.Paris,1958.
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caught up with the United Kingdom level and France is not far behindn(l}
Ou the other hand the Scottish peosition since 1955 has tended to worsen
in relation to the United Kingdom. It mey be, therefore, that the Scottisl
level of gross domestic product per head is now only above that of the
Netherlands and Italy.

Buu although Scotland, like the United Kingdom, has feailed
to keep up with the other countries, it is far from being a poor country.
The compariscon with Italy illustretes this, And Professor Carter!s
figures give the Irish Republic & level of gross national product
per head which is only 51-52 per cent of the United Kingdom figure,(z)
Scotland is in an entirely different category from these couwatries. Glven
a satisfactory rate of economic growth it could very soon catch up whe
other countries in the wealthy west Buropean group.

Comparison with most of the standard regions of the TUnited
Kingdon is impossible except on the basis of personal income. (This
comparison is made in a later chapter). However, gross domestic
product estimates are avallable for Northern Yreland and Wales. In
1956 Northern Ireland had a gross domestic product per head which was
66 per cent of the United Kingdon level.(B) The Welsh figure for
the sane year was 85 per oe?%.(4) Both +these regions would therefore
aprear at this time o be wors: off than Scotland. The differencec
between Scovland and Northern Ireland is clearly considerables
with Wales it is smaller and may by now have virtually disapneared.

Wigures for gross domestic product mer head of the working
population give @ somewhat different picture. If working nopulation
is taken as including unemployed, the Scuttish product per head falls

from approximately 95 per cent of the United Kingdom level in 1951

ot ot o ¢ 3 st e b R S B, ey 0 S g B e e S e e o e oo et B et o S 2t 2 B e o R e

(1)8ee for instance & Lanfalussy, 'The United Kingdom and the Six!,
Macmillan,1963. Chap.2, p.1l9, where Gilbert!s estimates are extended
§2g ¢.,F.Carter and Mary Robson, op.cit.p.68
3)C.F.Carter, Bgtimate of Gross Domestic Product of Northern Ireland,
1950~56, opscit.p.l49.
(4)E.7.Nevin(ed. )op.cit,
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gross domestic product per head of total population. Turthermore,
if the unemployed are excluded, the gap between the Scottish and
United Kingdom figures is reduced, and the fall is from 96 per cent
to 94 per cent. Vot only is the fall smaller, but in both of these cases
the bulk of it takes place in the last two years.
These figures therefore show that part of the difference between
Scottish gross domestic product per head of the total population and
that of the United Kingdom is accounted for by a smaller working population
in Scotland as a percentage of the total. This is especially so if
wnemploynent is deducted, but applies even without this. This lower
level of participation may be due to several factors.(1> Lack of
opportunities may prevent marricd women and retired people from taking
jobs to the extent thot they do in the Midlands or the South-Beagt. The
slightly higher Scottish birth rate tends to result in?higher proportion
of children, And finally, lack of suitable cmployment forces many of
the more enterprising Scots to seek work in the south. This results in
high emigration; bub in some cases it may be only the able bodied mewbers
of the famnilies who leave, many of the remainder staying in Scotland.(z)
It follows ffob this that 1f the Scottish working population could
expanded so that it formed the same proportion of total population
as it does in the United Kingdom, Scottish gross domestic product per head
might rise to 94 or 95 per cent of the Uaited Kingdom lewel. There
would still be a gap of some 5 or 6 per cent which is accounted for by a
lower level of productivity per person employed in Scotland, but this is
only about half of the present difference belween gross domestic product

per head in Scotland and in the United Kingdom as a whole,

THE COMPOSTITION OF GROS3 DOMESTIC PRODUCT.

The most interesting feature of the compcsition of Scotland!s
gross domesbtic product is its apparent similarity to that of the United
Kingdom, This is illustrated in Table IIT. Admittedly the breakdown
by broad industry groups may conceal disparities within groups: this is

especially true of manufacturing industry which is further analysed in

(l)The level of participation is discussed at greater length in Chapter 6,
see Table V,
(Z)Emigration was estimated at 255 thousand between 1951 and 1961.
(Census of Population 1961).
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Chapter IV, But the similarit; between Scotland and *the United
Kingdom is nonetheless surprising. For instance, the structure of
the Scottish economy analysad in this way bears more resemblance
to the United Kingdonm than decs that of Walss or Nortlliewn Treland,
Employment figures suggest that it is also closer to the United
Kingdom than many of the English regions which tend to be nore
specialised. And it certainly bears more sinilarity to the United
Kingdom economy than most other Buropean countries, where agriculture
plays a nuch larger pert in the econony. Thig apparent structuaral
gimilarity between the Scottish economy and the United Kingdon as a
whole may be partly connected with size and location., Scotlend is
large enough for amost of the major industries to be represented in
some form, and its geographical separation may require a greater degree
of self-relisnce than is necessary for some of the English regiors.

Table IIT shows that the industries with a largé share in the
Scottish econormy then in the Tuited Kingdom ares egriculiure, forestry anc
fighi:ng, mining and quarrying, transportaﬁ§communication, other gervices,
public administrationanddefence, public hoalth service and local
authority education. But in most caseg the difference is very slight,
less thar one percentage point., The wain discrepancies are agriculture,
forestry and fishing, which are 2.1 per cent higher in Scotland than in
the Tnited Kingdom, manufacturing which is 1.3 per cent lower and
distribution which is 1.4 per cent lower. The discrepency in the firrt
group arises nainly because Scotlend has a large share of United ¥in = .o
forestry and fishing. Indeed, Scotland has about a third of the total
mited Kinglom employemont and about 24-29 ver cent of the income fronm
these two industries. Scottish agricultural output on the other hand
was about 12 per cent of the United Xingdom total, only 2 per cent
abuve the population proportion.(l)

Ccoparison with Weles and Horthern Ireland shows much wider
differences. Agriculture, forestry and fishing accounts for 17.4 per cen-

e ot e b 44 g 4 o i B L Mk B L S A2 S S W PO S e e B B et e Bt ot S ot K Bt e s o B A e ot o 4 e e ik B A8 e et e e i o o o e e W S .y e o 2

(1) See Apvendix, Sources and Methods.,
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the United Kingdomn. Mining and quarrying is of comparatively little
impsritance in Narthern Ireland and very important in Wales, where its
share af gross domestic product is about three times that of the United
Kingdem. Monufacturing plays a smaller part in both eof these regions
than it does in either Scotland or the Tnited Kingdon, so does public
administration and defence. Distribution plays a conmparatively small
part in Wales, On the other hand construction is nore important in beth
areas,

Tn recent years comments on the Scottish economic situation have
nade much of Scotland's so called structural disadvantage and it is
gurpriszing therefore o see how close the pattern of the Scottish econcmy
is to that ef the United Kingdom. Analysed in this way the structural
disadvantaege appecrs to be negligible; but this may be a false impression,
Wide varatiens nay nccur in the types of industry within one industry
group, Just as Northern Irelond has a rmuch less efficient agriculture
than the rest of the Umited Kingdom, so0 Scotland could be saddled with
the less advanced sections of manufacturing industryu(l)

Since Scotlarnd has a lower gross domestic product per head
of total population than the United Kingdom as a whole, the figucres Iin
Teble TIT do wot give a clear plcture of the share of a particular
industry or service in Scotland in relation to the population. For
example, 1t would be possivle for a particular industry to account for a
larger share of Scotiisl gross dumestic product than in the United
Kingdon, and yet output in relation to the Scottish populetion may be no
greater than for the United Kingdom.

This questien is analysed in Table IV where the conivribuiion
of each industry to gross domestic product is expressed per head of the
total population, The Scottish figure is given as a percentage of the
figure foi1 the United Kingdom. Since 1958 was a year of depression, and
posgibly a depression which was more acute in Scotland than in the
United Fingdom, comparative figures are also given for 1954, It will be

seen that *ke Soottish outnut per head of total population exceeded that

(1)This point is further discussed in Chapter IV.
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30 per cent in both years; it also exceeded the United Kingdom in

Incal Aucvhority Education & Public Health Services, In 1954 it
exceaded *he United Kingdom figure in mining and quarrying, and in
transport and communication, though the difference in the latter was
very small, The industries where output per head of total populaiion
lagged furtlest bshind the United Kingdom were insurance, banking,

and finance, distribution, ownership of dwellings and manufactuving,

Output per head of the occupied population in each industry is
surprisingly difficult to calculate with accuracy owing to the ciffesrence
between the definitions used by the Ministry cf Lebour in compiling
figures of occupied populaiion and those used for national income
DUrpPoSes, For example, many of those classified under manufacturirg
by the Ministry of Labour are grouped wnder transport ard distribution
in the national income esiimates. Since it is impossiblic to make
satisfactory adjustments for this, 1little significance can be attached to
the actual figure of output per head in some industries¢(i)

Huwever, by using employment figures from the Census of
Production azcurate figures can be obtained for manufacturing, gas,
electricity and water and mining and gquarrying. And, if 1t is assumed
that the difference in definition between the employment figures and
the output figures affect Scotland and the United Kingdom in the sawm=2
degree, then it is £%ill possible tc express Scotiish output per head
as a proportion of the United Kingdlom with meaningful results.

The figures for a number of industries are given in Table V. It
will be scen that, ef the industries listed, Scottish output per head
exceeds the United Kingdom only in gas, electricity and water. This
presumably reflects the low employment ratio in hydro-electric production,
Scottish output per head 1s very close to the United Kingdom in agricultu:
feregtry and fishing and in manufacturing. It is interesting that the
figures for these industries should be so close to the United Kingdom lew
It is sometimes thought that Scottish asgriculture must be inefficient
because of the crofting pronlem. But of course the crofiing counties
provide only a small share of Scottish sgricultural output and the
industry taken as a whole has an cutput per head which is virtually

up to the United Kingdom level. The figures for manufacturing show tha
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whatever structural disadvantagesScotland may have, these do not

take the form of giving Scotland a very much lower eutput per head

than the United ¥Xingdom as a whole. Northern Ireland, en the cther

hand, has a very low output per head in manufacturing industry and this B
partly associated with ¥tructure as is shown in Chapter IV.

The iadustries wherce productivity is pocrest when compared
with United Kingdom are mining and quarrying, distribution and
constructioa. The figure for wining on quarrying reflects +he low
profitability of Scottish coal mines in 1958; and the figure for
distributica may result from the employment situation in Scctland,
the relative ease with which labour could be obtained and the
lack of obher opportunitics to deaw labour inbo wore productive work,
If this is the case distribution mey be regarded as a sort of pool
of concesled unemployuent,

Taking gross domestic prodact as a whole per head of the
occupied population, it will be seen that the figures for wales and
Scotland arc very similar, approximately 5-6 per cent belov the
United Kingdom level, On the other hand the Northern Irelend gross
domestic product por head of working population is only 78 per cent of
the Tnited Kingdom level. This low figure for Northern Ireland is
accounted fur mainly by manufecturivg, agriculture and construction
(Table V); in all of these industries productivity is well below the
United Xingdonm level.

GROSS DOMESTIC PRODUCT AT CONSTANT PRICES.

The growth of the Scottish econnmy can only be assessed
properly if grogs domestic product is expressed at constant prices.
Figures at current prices in Table I contain price increases from year
to year ag well as %g;;giémeﬁf of growth. Furthermore, Scottish
growth cannot properly be compared with the United Kingdom at current
prices, since it cannot be assumed that inflation affects the valuae
of Scottish output to precisely the same extent as it affects the

by

United Kingdon's, Indeed, the evidence suggests that Scottish output
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in manufacturing indusiry suffers more inflation than that of
the United Kingdom while the output of Northern Ireland suffers 16380(1)

Gross domestic product at constant prices is difficult to
calculate owing to the total absence of Scottish price indices.

Tor some industries United Kingdom indices had to be used and for
others the Scottish index of industrial production could be used.
This is a volume index and ought therefcre to give the same results as
a value index at constent prices. The index was applied to 1954
outpus in value terms and the resulting figures for the other years
were taken as equivalent to oubtput at 1954 prices, This procedure
is not =g satisfactory as it ought to be since the index of industrial
production is only an indicator and possibly centains a certain amount
of error.(z) However, it was the only method available apart from
deflating Scottish output figures by United Kingdom price indices,
which seemed likely to be even less satisfactory. For some industries
this latter method had to be used, as there was no alternative. But
in general United Kingdonm price indices are only used for industries
where Scottish price tvends are unlikely to diverge much from the
United Kingdom. Of the estimates made in this way, those for
agriculture, forestry and fishing are perhaps the most likely to be
subject to this type of inaccuracy. (A full account of the methods
used is given in Appendix I.)

The indices in Table VII show that Scottish gross domestic
product rese in step with the United Kingdom up to 1954, thereafter it
began to lag slightly and after 1958 the lag becomes considerable.
Total growth between 1954 sand 1960 was only 9 per cent compared with

lo_per cent for the Unitod Kingdom. A significant point is_that whereas

él%See Chapter V,

2), This 18 further discussed in Chapter V. It should be emphasised tha
the figures wsed in this sectien rest heavily on the official Scoitis
indices of industrial production(Digest of Scottish Statistics).

This is used as the basis for manufacturing, nining and quarrying,
construction and gas, electricity,ard water., Some of the implication
involved in the use of this index are examined in Chapter V. Should
the index understate the Scottish rate of growth in menufacturing,
this would make a considerable differenece to the estimates of gross

domestic product at congtant prices, But this was not a possibility
which could be taken into account,
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Scottish gross domestic product in real terms aciually declines

in 1958 with the onset of the recession, the United Kingdom gross
domestic product has the pace of its advance checked but nonetheless
shows g slight rise,

Despite this, the United Kingdom growth rate was one of
the lowest in Furope during this pexriod, its 18 pexr cent betweewn
1954 and 1960 comparing with 50 per cent for Germany, 42 per cent for
Ttaly, 30 per cunt for France, 37 per cent for E.E.C. and 30 ver cent
for all the countries of O=E.C.D.(1> In contrast to such rates the
9 per cent growth of the Scottish economy secms excepbtionally inadequate.
Only the Irish Republic with 4 p2r cent growth put up a poorer
performance than Scotland, and i* has done very mach better in more
recent years.(g)

The chief reason for the gslow growth of the Scottish cconomy
is the lack of sufficient expmsion in manufacturing induvsury, whose
output likewise increased only 9 per cent in the period 1954 %o 1360
compared with a 23 per cent rise in United Kingdom manufsctiiring output.
But other industries also lagged; comparing the Scottish figures with
those for the United Kingdom in Table VII, there is not an industry
or service croup,wlth the sole exception of rent from the ownership of
dwellings, waose oulput in 1960 had not either risen more slowly or
fallen more gquickly than that of the United Kingdom, In agriculture,
forestry and fishing the Scottish share of United Kingdom output fell
in 1959 and 1960.(5) In mining and guarrying the decline of output
was more rapid in Scotland than the rest of the United Kingdom,
presumably because Scotland had a higher proporticn of uneconomic pits
which werc being closed. Scotlandis poor performance in manufacturing is
perhaps not simply a failure of new growih to take place; but the new

growth which has occurred has been insufficient to counteract the decline

1)0.E.C.D.General Statistios
2)Ibvider, Irish economic growth iuproved sharply to:.ards the end of the
1950s.
(3)8ee Appendix, Sources and Methods where a breakdown is given, The
Scottish share of the U.K.total declined both in agriculture and
forestry and fishing
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of growth. Perhaps if there had not been a decline in such
industries as shipbuilding and all the trades agsociated with it,
Scetlandts rate of growth might have come nearer to the United
Kingdom level., But it is difficult to assess the extent of
the decline which had to be counteracted or to estimate the amount of
new growth taking place, since the statistics only show the net
effect of these changes.

The tendency for other industries and services to lag
ig largely bound up with the three groups discussed above. In sone
degre2 or other their output mey be tied to the prosperity of
menufacturing, mining and guarrying and agriculture, forestry and
fishing, Construction is certainly influenced to a great degree by
heusebuilding wnich, if it is publicly contriolled, may nct be greatly
affected by economic conditions; but the rate of private housebuilding
is associated with the prosperity of the regional economy =nd the
indugtry's output also depends on factory construction, Sanilar
factors tend to influence all the other groups in Tableg VI and VII
except public administration and defence which is governed Ly envirely
different circumstances. The fact that the Scottish decline iun this
group was also more rapid than in the United Kingdom would scem to be
associnted with the ending or nativnal service and may be largely
fortuitous.

The lag of Scottish rates of growth behind the United Kingdom
18 obviously much accentuated in the last three years of the period,
Comparing the 3cottish 1957 figurces with those for the United Kingdom
in Table VITI it would seem that Scotland was only slightly behind the
United Kingdom at that time. The difference in rates of growth in
agriculture, forestry and fishing, gas, elcctricity and water, and
dis tribution was very smalls in transport and comnunicatioun,
insurance, banking and finance and miscellancous other services the
rates were the same; and in construction, public administration and

defence and own.rship of dwellings, the Scottish rate was actually higher
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than the United Kingdcem rate, Manufaocturing, however, even in
1957 was showing quite a marked tendency to fali behind the United
Kingdom growth rate, and mining and quarrying was already Geclining
faster.
By contrast the earlier period, 1951-54 shows much
lese divergence between Scattish and United Kingdom grewth rateas.
The ovarall rate of growth eof gross domestic product is the same for
beth areas as also is the growth in menufacturing output, The Ncettish
rate 1s faster than the United Kingdom rate in cmnstruction, gas
electricity and water, distribution, public administration and owmership
of dwellings, though the difference is often sigrificent, The
Scottish rate is slower in agricalture, forestry and fishing,
transport and commmication, insurance, banking and finance, and other
services, Mining and gquarrying shows g decline in Scotl-nd and a
glight expansion in the United kingdom.
Thus the pattern which emerges 1s that growth oi the
Scottish econony keeps more or less in step with the Unite.! lingdom
from 1951-54. Ter 1954 to 1957 it begins to lag slightiy, cspecially
in manufacturing; and from 1957 to 1960 the lag becomes serious and

emergos in all industries and srvice glcups.
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TABLE TT

COMPARISON CF GROSS DOMESTIC PRODUCT WITH U.K.

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960

SCOTTISH GDP.
as % of U.K. 9.3 9.3 9.2 9.1 9.1 9.L 9.2 9,0 8.8 8.7

GDP.per Head:£

SCOTLAND 243 249 262 279 300 320 340 342 353 377
U.K. _g§5_ 271 _2@7_ _308_ 333 355 _372_ 381 402_ "421_
Scotland as
% of U.K. 91.8 91.8 9i.% 90.6 90.1 90.1 91.6 89.8 87.8 87.5

GDP.per Head
of Working
Population: £

SCOTLAND 530 546 571 602 645 688 735 752 780 834
U.K. 558 574 606 645 693 736  T72 800 845 902

T L em e e mm o mw mm e e e wm e MR em o e e  we e e oun e e e e e e e

Scotland as

% of U.K. 94.9 95.1 94.3 93.3 93.1 93.6 95.2 94.0 92.3 92.5

GDP. per Head
of Working

Population less
Unemployed: £

SCOTLAND 542 561 586 617 658 702 752 776 gll 861
U.K. 563 585 614 652 699 743 781 816 861 914
Scotland as
% of U.K. 96.2 95.8 95,5 94.6 94.1 94.5 96.3 95.2 94.2 94.2

Scottish GDP
Index current
prices 100 103 108 116 124 13% 142 143 148 159

U.K.GDP.
Index current
prices 100 103 109 118 128 137 144 148 157 170




TABLE ITT

GROSS DOMESTIC PRODUCT BY INDUSIRY OF CRIGIN

Agriculture, Forestry
and. Fishing

Mining & Quarrying
Manufacturing
Construction

Gas, Bleoetricity
& Water

Transport & Com
Distribution

Insurance, Banking
& Finance

Other Services

Public Administration
& Defence

Public Health Serx.
Lacal Authority Educ.

Rent from Ownership
of Dwellings

Domestic Service &
Services to ncn-
profitmaking bodies

UK. % SCOTLAND WALES NORTHERN

TRELAND.
1958 1958 1956 1956
443 6.4 5.5 17.4
3.6 3.8 11.3 LA
37,4 36.1. 32,1 32,1
5.9 5.9 7.0 6.2
2.7 2,5 2,9 2.0
8.2 8.6 7.9 6.1
12.4 11,0 8.9 12.8
2,9 2.1 2.0 2,1
6.3 8.4 8.5 8.1
6.2 6.6 5.3 5.0
1.7 2,0 2,2

4.3

2,0 2.5 2.3
3.5 3.1 2.2 2.3
1.0 1.0 1.6 1.0

* Note, United Kingdom figures for 1958 have been adjusted
to definitions used prior to the change in standard
industrial classificatien.
here therefere do not correspond exactly with the
figures given fer 1958 in National Incomeé and
Expenditure.

The percentagesgiven




TABLE IV

SCOTLAND

G.N.P. per head of Total Population by Sectors,

U.K. = 160

Agriculture, forestry and fishing

Mining and Quarrying
Manufacturing

Construction

Gas, electricity & water
Transport & Com
Digtribution

Insurance, Banking & Finance
Other Services

Public Administration & Defence
Public Health Ser.

Local Authority Education

Rent from ownership of dwellings

1934
134
104

65
92
86
102
86
65
84
93
107
120

69

1958
132

87
89
84
94
80
64
91
95
108
115

15

Note. The Scottish population was 10.1 per cent of the

U.K. total in 1954 and 10.0 per cent in 1958.



TABLE V.

Qutput per head of Occupied Population by Industries (1958)

As a percentage of U.X.

Scotland Wales Northern Ireland

Agriculture, forestry
& fishing 99 - 65%*
Mining & Quarrying® 79.9 8G.1 -
Manufacturing® 96.5 118.3 67.8
Construction 86 - TT.5%
Gas, Electricity
& Water * 104.9 89.6 84.6
Transport & Com. 90 - 80.3 X
Distribution 82 - 87.4 X
Irauranee, Banking 29 - -
& Finance
Total G.D.P. 94.0 94.6x 7.7 £

*

K

14

Derived wholly from Census of Production figures.

Agriculture only: from Digest of Statisties, Guvernment
of Nerthern Iroland, H.M.S.0. Belfast.

Based en 1956. Figures taken from C.F. Carter, "Estimates

of the Grogs Domestic Product of Northern Ireland, 1950-56",

Journal of the Statistical and Social Irnguiry Society of
Ireland, 112%h Section, 1958-59 p.1l49. Welsh total from
%, T. Nevin, op.cit.



2GST 908°T  9LVT  GOGT  WLYT  evPfT  6eViT  OLE‘T  G2EfT ST
622 ¢ee 81¢ Goz v61 06T ¢eT ¢8T 6LT 6LT
A v 6¢ 8% 6¢ 8¢ Le 9¢ 1 44
6L 28 98 L8 68 06 26 ¢6 06 69
9¢ 9¢ 44 24 62 ¢ o¢ 82 Le 82
¢8T ¢eT gLt 187 7L ¥iT 69T LST 6Vt 251
76t Let GeT Gt 621 621 0¢T 12T A LT
6¢ Lg Lg 9¢ 14 ¥e A4 62 62 Lz
L6 96 Le 26 06 L8 78 18 2. 89
964 Ges 024 0¢S 0¢5 024 014 6Ly Yav 69
.7 6 14 LG LS 86 65 09 09 9
601 501 90T 60T 60T L6 ¢oT €0t GoT 86
0961 6461 BG6T LG6T 9461 933 V46T ¢G6t 2661 TG6T

‘wg SEQTHA v46T LY LODTOEd OILISHHOC SSO¥D

Ia EIHVE

*dta@td

SOOTAISS X5ULO TV

sfutTTesp 7o dIUSIOUMO WOXJ JUSY
oouUsIe( ¥ UOT}BRIFSTUTWRY OTTINJ
S0UBUTH % SUDUed ‘oousaInsul
UeTINGTIIEIT

swon % 1I0dSUBL]

Togel p L3TOTILORTE ‘sBY
TOTHONILSUO)

Suramyoeynuey

Sutdxzenl ¥ FUTUT

Sutysty ¥ LIysexey ‘eamgnoTady



‘€T WoXr PelBINOTED S® SeqBULLSe UYST3}00§ 03 syuswysulpe eotad -¥'n Uo peseq SIsyLQ
*uotgonpoxd TETILSNDUL JO XODUT YSTIL008 UQ PIseg .

-~

81T AN} Lot 90T 6ot 701 001 96 26 £6 AR AL ()

60T G0t o GOt ¢oT TOT 00T 95 ¢6 ¢6 3T

0¢T  2TT ¢6 Al 22T 61T Tl 90T 70T 00T CcoT 86 86 S80TATSS I8U30 TV
0IT 90T L6 CCTT 21T 90T 21t 90T Z0T 00T 96 6 06 SS8UTTToMp J°
ATUSISUMO WOIT qUey

88 Y6 86 98 68 ¢4 G6 L6 86 00T 10T 86 L6 sousgyog ¥
UOTGBI}STUTEDPY STTqnd

V¢T 90T 6 12T 12T 60T 901 L6 ¢0T 00T 6 16 6 9OUBUTL %
Suryuweg ‘sowmansul

T¢T 80T 6 20T 80T 201 LOT ¢oT ¢oT 00T ¢6 88 06 UOTHNATIFSTA
21T 70T 26 ¢0T 86 96 70T 65 66 00T €6 96 86 *wmo) ¥ jxodsuBdy
¢eT  PIT &g 12T aTt vt 1T Lot 60T 00T 26 06 78 . TOVEM %
RitotagdeTH fsBH

8IT 90T La 91T vans ¥0T 01T Lot 70T 001 96 98 18 & UOTAONIISUOD
¢2T B80T z6 60T ¢oT 20T 70T ex zoT 00T Y6 68 26  SUTINGOBINIEN
68 66 86 F® 98 68 96 L6 66 00T 0T 20T 0T  SurTdzzent % SUTUT
it Lot 6 90T TOL ! ¢ot 951% 90T 76 00T 00T Z0L L FUTYSTy ¥

Lrygozoy ‘eanyMOTIY

0967  LG6T TG6T 096T 6661 8G6T LG6T 9G6T GGhT VG6T ¢G6T 2661 T46T
’ \LA@NT) SUOTES FG6T I¥ LONUOHd OILSTMOT SS0ED

00T = S6T .
WOTONIY QHELING : ANYTILODS

ITA §TEVL




11T -~ 1

CHAPTER THREE

INCOME FROM -FPLOYMENT, GROSS PROFINS & OTHER TRADING THCOME

Estimates of Scottish income from employment are presented
in Tables I and II, The estimates include wages and salaries and
employers contributions to superannuation and national insurance,
It was not found possible to separate these components, except for a
few industries in certain years, without making a series of assumptions
mordheroic than seemed Justified.

The general pattemm of income from employment shown in
Tables I and IT is similar to that which emerged for gross domestic
product, The index in Table ITI shows that Scostish income rose less
rapidly than that of the United Kingdom, though the difference in rale of
growth is smali at first and becomes much more marked after 1958,
Perhaps most significant is the slow growth of income from employment in
manufacturing in 1958 and 1959. The 1958 figure, indeed, is virtually
the same as the 1957 figure., If allowance is made for inflation, this
reflects the shrinkage in the labour force as a result of the recession.

As a proportion of the United Kingdom income from employment,
the Scottish figure falls throughout te period from 9.3 per cent in
1951 to 8.6 per cent in 1960. The bulk of this fall, however, occurs
in the last three years, illustrating once again that the recession starting
in 1958 hit Scotland much more severely than the United Kingdom as a whole.

Scottish income per employee shows & similar trend, though the
change is less marked, TIncome per employee siarts the period at 94.6
per cent of the United Kingdom figure and remains approximately at this
level until the last two years when it falls slightly. This presumably
illustrates that employees! income in the region tends to keep in step
with developments at the national level and is not influenced solely by the
conditions of the regional economy.

Table III gives figures for income per employee by industries.
This ought to provide an interesting comparison with the United Kingdom.

But unfortunately it is extremely difficult to derive figures which are
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completely reliable; and the comparison is therefore not as satisfactory
as one would wigh. The main rcason for the difficulty is the same as
arose in Chapter 2 over estimates of gross domestic product per head of
occupied population by indust:ieso(l) The definitions used for national
income accounts and those used by the Winistry of Labour for the published
employment statistics differ considerably, so that straightforward Jdivision
of income from employment figures by *he numbsrs employed (less unemployed)
according to the Ministry of Labour will not give a true figure for income
per head by industries. This does not affect the figure for all
industries combined; it is the allocation between inaustries which gives
the troukle. The figures in Table IIT are therefore produced on the
assumption that any error ia the figures for income per head which arises
in this wey affects the United Xingdom and Scotland eyually, so that
the ratio of Scottish to United Kingdom income per head is not aftected.
This assumption seemed to be borne out by comparing the ratio thus
obtained for manufacturing with figures derived entirely from the Census
of Production. The difference was negligible.

The Scottish ratios for 1954 and 1958 are fairly similar.(z)
Scottish income per employee falls behind the United Fingdom most in
agriculture, forestry and fishing, construction and distribution.
The first is slightly surprising since Scottish gross product per head
in agriculture, forestry and fishing was so close to the United Kingdom
level. But this was caused to a great extent by fishing. Taking income
per employee in agriculture and horticulture alone, the Scot®tish figure
comes to 92 per cent of the United Kingdom level, On the other hand ,
fishing in Scotland seemed to be typified by a remarkebly high level

(3)-

él§See p.8,Chapter II
2)The Scottish figures for 1954 may be subject to some slight error in the
industry breakdown owing to the chenge made in the Scottishrpmployment
figure after 1955 (See footnote to Table III also Appendix, 3@56 )
(B)See Sources & Methods, p.6. This indicates that profit sharing a:d
income from self-employment are more important in Scotland than in the
United Kingdom as a whole where employees rely more on regular wages and
salaries,




The low level of income per employen in cwrwtbrnction is loss
easy to explain, but it may be connected ecither with the pattern of work
undertaken by the Scottish construction industry or the structure of
the building firms. In distribution the availability of labour and
the absence of other wore profitable work to attract labour away may
offer an explenation,

The industries where income per employce 1s higher in
Scotland than in the United Kingdom are other services, public administration
and defence, and in 1954 only, gas, electricity and water, Other
gservices include the professional services amd the higher figure may perhaps
be connected either with the salary rates for Scottish teachers or the
proportion of teachers with certain qualifications. The figure for
public administration and defence is explained by a higher proportion of the
total Scottish employment being inthe armed forces. The United Kingdom
figures show that pay in cash or kind of the armed forces comes out
on average higher per head than employment income of civilian civil
servants‘(l)

The Welsh and Ixrish figures should provide some interesting
comparisons with Scotland. But wfortunately for Northern Ireland one has
to rely entirely on the Census of Production, and only three industries
can be calculated, The results are much as might be expected: Northern
Irish manufacturing industry gives a low income per employee mainly for
gtructural reasons. Low paying industries such as textiles are heavily
represented. The Welsh figures are much more surprising and in some
instances scarcely crediblz. The high earnings in manufacturing result
from the structure of Welsh manufacturing industry, in particular the
large part played by metal menufacture, The figure for public
administration and defence may be reasonable owing to the comparatively
small proportion of civilian civil servants and the high proportion of
ermed forces. The high figures in construction and agriculture,

forestry and fishing are less easy to understand., Construction may

(1)In 1958 the former came to £765 and the latter to £567, Derived from
the figures in National Income and Expenditure 1962, Table 16.
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perhaps be influenced by the large amount of investment taking

place in the Welsh economy and the consequent building of factories,etc.g
but the figure for agriculture, forestry and fishing is quite
bewildering,(l) Admittedly fishing plays a comparatively small

part and employees are probably a smaller proportion of the sgricultural
population than in Englend, but it is hard to sec how these features

offer an explanation.

Gross Profits and Other Trading Income,

Following the definitions used in the United Kingdom

Nutional Income and Expendd ture, this category includes the profits of

companies and surpluses of public corporations before providing for
depreciations it also includes income from self-employment and rent., The
figures are not guite so satisfactory as those for grose domestic product
and income from employment. This is partly becarse the figures for
some industries are obtained by subtracting .ncome from employment rrom
grosg nroduct 3 a small percentage error in gross product could therefore
bacome proportionately much larger in relation to gross profits. For other
industries estimates had to be based on Schedule I. Inland Revenue Tigures,
and, as explain in the Appendix, if there is a discrepancy belween region
of asgessment and of operation this could produce error.(z)

Table IV shcws that the index of Scottish gross trading profits
and other income follows a gimilar pattern to other Scottish indices.
As with gross domestic product and income from employment, the Scottish
rate of growth is less rapid than for the United Kingdom especially
from 1958 onwards. The failbre of profits to grow in 1958 as a result of
the depression is more marked for Scotland than for the rest of the
United Kingdom, the former declining while the latter has a 2 per cent rise,
This is perhaps not tnexpe-sted since Scottish gross domestic product at
constant prices also declined in 1958,

What is more surprising is that gross profits,etc., form the
same proportion of gross domestic product in Scotland as shey do in the

United Kingdom both in 1954 and 1958 (see Table V). Yet the figures are

1) Investment in the Welsh economy is diseussed in Chapter 3EET j;f
2)Appendix, Sources and Methods, p.2, and under the industries concermed,



far from identical if they are broken dovr Ly industries. Table V
shows that in Scotland gross profits and other tradng income form a
higher proportion of gross product in agriculture, forestry and fishing,
congtruction and transport and communicatior than they do ir the United
Kingdomn. These figures are largely the cbverse of the low levels
found for income from employment in thege same industries in Scotland.
Fighing is agein priwarily rcesponsihle for the importance of profits in
agriculture, forestry and fishing, and the type and size pattern of firms
no doubt accounts for much of the remainder. The extracrdinarily low
percenvage of gross product accounted for by profits in mining and
quarrying compared with the United Kingdom reflects the unproiitability of
the Scottish coal industry, The high share accounted for by profits in
gas, electricity and water is presumably caused by the importance of
hydrou-electricity in Scotland, The capital costs of hydro-electricity
are high and there is presumably therefore a high depreciation charge
which 18 included in these figures in accordancewith the normal national
income definitions.

The figures give Wales an even lowei level of gross profits
in mining and gquarrying than Scotland, a low level also in construction and
a high level in other services, These results are rather surprising
and seenm to be associated with the remarkably high level cf incoue from
employment in construction and the low level for other services(see Table II

An interesting feature of the Scottish eccnomy is the
importance of income from self~employment. This forms a comparatively
high proportion of the United Kingdom totol(seec Table VI).  Sole
traders and partnerships seem to be relatively more important in Scotland,
possibly because firms have a different size structure or because the
naturg?ighgl%g%%§§r§ifferent. As a result people who might otherwise be
galaried officials and included in income from employment recelve = share
in profits, and may be classified as self-employed. Table VI shows
that Scottish income from self~employment is over 10 per cent of the

United Kingdom total for most of the period.
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If income from self-~employment is deducted from the total
for gross vrofits and other trading income, one is left with gross
profite of companies, surpluses of public authorities and rent,
Compared with United Kingdom figures it will be seen that this item
hes fallen as a proportion ofy%%itish total and its rate of growth,
like all the other Scottish indices, dis not so fast. An interesting
feature is the comparative stagnation of Scottish profits in the earlier
years and & sudden burst of growth in 1957. But in 1958 Scottish
profits declined while Tuited Kingdom profits continued bo rise.,

A1l these figures include imputed gross trading profits
for those branches of compauics operating in 3cotland, but hav.ng
their headquarters in other regions.(l) The gross profits of
!'Scottish! companies in the sense that their headguarters are in Scotland
may be roughly estimated from the Inland Revenue figures which correspond
more approximataely to this definition. It was found that on this basis
13cottish! companies accounted for only 6-~7 per cent of United Kingdom
gross trading pro’its (see Table VI) nnd the share declined sharply in
1958, This gives some evidence of the degree to which Scobland ig

dependent on 'aon Scottish! firms for the prosperity of the economy.

(1)The regional figures in the Census of Production reports are culoulated
on this basis.,




TABLE T

SCOMLATD

Income from Lmployment (£ millionl

ITE

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960
Agriculture,
Forestry &
Fishing 35 36 38 38 40 42 43 43 44 46
Mining & '
Quarrying a7 55 51 59 67 70 76 12 ¢y 63
Manufacturing 272 297 321 338 369 403 424 425 438 469
Congtruction E0 56 61 €6 7L 79 79 83 85 99
Gos,Electricity
& Water 12 13 14 15 17 18 20 20 22 23
Transport &
Communication T7 78 84 89 96 108 113  1i3 11z 121
Distribution T7 19 83 89 ¢6 104 113 1156 123 122
Insurance,
Banking &
Finance 18 18 19 20 22 22 25 26 27 29
Oiher Scrvices 66 66 68 66 80 86 92 97 98 98
Public .
Administration
& Defence 76 83 83 g2 95 105 110 117 118 122
Public lealth
Services 20 21 25 27 29 32 33 %6 40 46
Loc.Authority
Education 25 27 29 31 33 37 41 44 46 52
Domestic
Service 9 9 9 9 9 8 8 8 8 7
Services to non-
profit making
bodies 6 T 7 T 7 8 9 10 11 12
Total 790 845 903 946 Ll027 1122 1187 1208 1241 1309
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Incore per Empleoyee by Industrics

TABLE TIT

TrT

J.K, = 100

Scotland Scetland Viales (1) N.Ire]and(z)

1954 (xx) 1550 1954 1958,
Agriculture,Forestry
& Fishing 84 82 122 -
Mining & Quarrying .00 100 95 ~
Monufacturing 93 96 104(3) 7%
Construction 79 82 136(4) 82
Gasg.Blect.& Water 102 100 100 85
Transport & Comm, 91 88 23 -
Distribution 82 83 98 -
Insurance,Banking &
Finance 80 80 94 -
Public Administration
& Defence 103 103 124 -
All Other gervices 102 112 83 -

94 95 105

(1) Based on E,T.Nevin, iSocial Accounts of the Welsh Economy,No0.2.! &

(2)Census of Production

(3)Baged on Census of Production,

Digest ef Welsh Statistics.,

Using BB & Nevin's fi%ures Welsh estimate
comes to 111%

{4)Comparison based on National Income & Expenditure 1955 for U,K. The 1958
edition would bring the Welsh figure to 149.

Notes

x) Insured smployees less unemployed.

xx) See footnote to Table II.

The appropriate adjustments have been made

to total income per employee and to insurance, banking and finance which
accounted for approximately 6,000 of the additiorel employees, but

adjustments to other industries were impossible to make,

Some of the

1954 figures in Table III may therefore be slightly too high.
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TABLE IV

SCOULAND

GROSS PROFTTS, THCOME FROM SEIF-EMPLOYMENT & QTHER
TRADING _THCOWE

1991 1952 1953 1954 1955 1956 1957 1958 1959 1960

Agriculture,

forestry &

fishing 62 71 67 65 59 68 69 70 65 67
Mining &

Quarrying 3 1 2 o ~1 0 -4 el -2 -1
Manufacturing 165 142 151 172 191 182 201 214 218 239
Constructinu 14 15 18 18 18 21 18 21 23 26
Gas, Electricity

& Water il 12 15 7 19 23 23 24 25 26
Transport & Comm. 44 45 33 41 44 43 60 41 46 60
Distribution T8 66 70 80 86 87 90 79 86 97
Insurance,Banking

& Fiaeance 9 7 8 10 10 10 10 11 13 15

Other Services 4C 4z 4¢ 43 47 45 48 53 57 €2

Ownership of
Dwellings 25 28 %2 37 39 43 48 55 61 64

448 429 438 483 512 522 566 562 592 655

Scotvish Index

1951 = 100 100 96 98 108 1t4 117 120 125 132 146

U.X, 100 95 102 111 119 124 130 132 142 156

Scotland as %

of U.K. 903 9’4 900 9-0 9nO 8.8 9-1 809 8»7 8,8
TABIE V

GROSS PROFITS, INCOME FROM SEIF-EMPLOYMENT & OTHER TRADING INCOLES AS 4
_PROPORTLION OF GDP.BY iNDUSTHLES (U.Ke= 100)

1954 1958 1954
Agricalture, forestry & fishing 105 105 105
Mining & Quarrying - - 8
Manufacturing 97 106 103
Construction 105 95 60
Gag.Electricity & Water 116 109 36
Transport & Communication 114 104 89
Distribution 98 95 85
Other Services 97 8% 180

Total 160 100 98.




TABLE VI

SCOTLAND

IIT

INCOME FROM SELF-EHMPLOYMENT, GROSS PRCFITS OF COMPANIES,etc.,

Income from
self-employment 153

Gross Profits of
Companies,
Surpluses,Rent. 295

Income from Self-
Employment Index 100

Gross Profits of
Companies,etc.,
Index.

1 tt 1

United Kingdom 100

Income from Sclli~
Employment as %
of U.XK,

Gross Profits of
Companies,etec.,
as % of U.K,

Groes Profits of
'Seottish!

Companies & Local
Authorities as %

1951 1952 1953 1954 1955 1956 1957 1958 1959 1960
161 163 165 170 178 179 182 187 197
268 275 318 342 344 38T 380 405 458
Indices
105 1c7 108 113 116 117 119 12 129
100 91 93 108 116 117 131 12y 137 195
o1 99 112 121 126 133 135 149 165
Percentages
10.5 10.7 10.5 10.3 10,1 10.3 10.3 10,1 9.8 :é.gg(l)
8.8 8.8 8,3 8,5 8.4 8.2 8.8 8.4 8.1 183
6.6 6,7 0,3 6.7 6.3 7.1 6,5 5.8 6,1 -

of U.X,

(1)Obtained by guesswork since the Inland Revenue figures for 1960 were not

available for self-employment income.

are mostly dependent on this. (See Appendix),

The other estimates for 1960




CHAPTER FOUS.

1HE QUIPUT OF NANTUFACTURING INDUSTRY

The ocutput of manufacturing industry is the largest
component part of gross domestic product, amounting to approximately
36 per cent of the Scottish total in 1958, But its importance is
even great‘f than thiag percentage would indicate, since many other
sectors o%gthe economy are dependent in some degree on activity
generated by menufacturing. Thus, distribution, banking, transport,
and. comstruction will all tend to expand if manufacturing expands;
and equally they will be more likely to remain stagnant if
manufacturing cutput fails to grow. A satisfactory rate of growth
for manufacturing output is therefore of primary importance for the

prosperity of the economy.

Manufacturing Output and its Compogitiocn.

The figures for Scottish manufacturing output at current
prices are given by the main industrial orders in Table I. The
distribution of types of manufacturing industry can be of great '
importance to the cconomy, since some types of manufacturing industry
tend to enjoy more rapid growth than others and some are associated
with higher cutput per head than others. Thus a poor rate of growth
in the economy could result from a heavy representation of slow
growing or declining industries; and low productivity could be the
result of an abnormally high proportion of total output originating

in industries with a low output per head.

It is commonly thought that Scotland suffers from the first
of these, an economic structure which is heavily weighted by slow
growing or declining industries. It is interesting, therefore, te
compare the composition of Scottish manufacturing output by order
groups with the United Kingdom and other regions of the British
economy . (see Table II). In fact, the patterghgf ggottish output is
much closer to that of the United Kingdom than ia}Wales or Northern
Ireland. Indeed the apparent similarity of the composition of
Scottish output and that of the United Kingdom is quite striking,
Food, drink, and tobacco, metal manufacture, shipbuilding and marine

engineering, textiles, and paper, printing and publishing are more
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heavily represented in Scotland than in tha Thited Kingdom; this

is especially so of food, drink and tobacce and shipbuilding, where
the difference is considerable. The other industiries play a slightly
smaller part in the Scottish economy them they ds im the rest of the
Unived fingdom. In most cases the difference is small, but it is

substantial ia venicles and chemicals.,

In contragt to this, the Welsgh output is very heavily
weighied by metal manufacture, which accounta for about 40 per cent of
the total; chemicals also play a larger part than in the United
Kingdom, but cther industries ftend to be vtmder~renresented,
especially shipbuilding, wvehicles, food, drink and tobacco, paper and
printing, clothing and furniture. The compogition of Northera
Ireland cutput differs equally strikingly from tThat of the United
Kingdou. In particular textiles and food, drink and tobacco play a
far larger part than they do in the United Kingdom. Indeed these twe
industry groups account for 47 wer cent of total output and with the
addition of the engineering group the figure rises to 8L per cent.
Clothing and footwear are likewise heavily represented; metal
manufacturing and engineering as a whole are rather under-represented,

g0 also is chemicals.

But althovgh these figures show the composition of Scottish
output to be much closer Ho the United kingdom than either Walas or
Northern Ireland, the alleged structural disadvantage of Scotland
cannot be dismissed go lightly. In the first place, although the
difference may not be as apparent as is commonly assumed, there is a
heavy weighting of shipbuilding and textiles both of which +tend to be
slow growing industries both in Scotuland and in the Unived Kingdom.
There is a comparatively light representation of chemicals and

vehicles, which are fagt growing industries in the United Kingdom.(l)

In addition it must be remembered that the order groups
of the Standard Industrial Classification contain a wide variety of
trades. And there is evidence from the Toothilli Committeel's findings
that Scotland's structural disadvantage becomes more apparent at the

nY\
level of trades within orders.<“) Indeed, it seems to be one of the

(1) Taese figures do not include the recent development of the motor
vehicle industry in Scotland which took place after 1960.

(2) Committee of Enquiry into the Scottish Economy, op.cit. Appendix IT
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important features of th2Scottish economy that the structural
digadvantage iz more apparent within orders than in comparisons
between order groups. In this it differs from the other regions

of the United Kingdom winere the structural differences are morz
easily seen. Thus in Scotland vehicles until recently contained

no motor car manufacture, and comprised mainly commercial vehicles
with a heavy weighting of locomotive shops. Food, drink and

tobacco in Scotland includes whisky manufacture; and textiles are
primarily woollen and jute textiles. These are perhaps some of the
more obvious differences, but they can arise in some degree or other

in virtually any industrial order group.

The Grawth of OQutput.

The rates of growth are given in Table III. Since these
can readily be obtained from published sources only selected years
have been given. But it must be remembered in making the comparisons
that the particular selection of years is of great importance.
Different years which happened to be more favourable to sny industry

or any region would give rather different results.(l)

It will be seen that Scottish growtn rates exceeded the
United Kingdom between 1954 and 1960 only in engineering and
electrical goods, textiles end clothing. Between 1954 and 1958
Scotland did better than the United Kingdom in chemicals, clothing,
and bricks, pottery and glass. But in the earlier period, 1951 to
1954, Scottish rates of growth exceeded the United XKingdom in a
congiderable number of industries, and the rate of growth for

manufacturing industry as a wnole was the same for the two areas.

(1) It should be emphasised that these comparisons are based on
the Index of Industrial Production (Digest of Scottish
Statistics). This index was being revised at the time of
writing and there is some reason for doubting its accuracy.
If it underestimates the Scottish rates of growth, the
conclusions of this sgection might have to be drastically
altered (See Chapter V).
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At first sight this appears to contradict the view that
Scotlandis pwor rate of growth results from an insufficient share
of the growing industries. Some of these industries, certainly are
under--represented and this would contribute to a slow rate of
growth., Moreover those industries in which Scotland had a large
share, ghipbuilding and textiles especially, tended to be either
in decline or growing very slowly. But probably more important
than this is the failure of thosge industrial orders which are
growing fast in the United Kingdom to grow equally fast in Sootland.
In the period 1954-1960 the fastest growing order groups in the
United Kingdom were chemica.s, vehlcles, paper and printing, and
other manufacturing industries. None of these grew at as fast a
rate in Scotland as they did in the United Kingdom as a whole; and
with the exception of chemicals their performance in Scotland was
very poor. Some of this will undoubtedly bhe accounted for by
Scotlandis structural disadvantage within orders, already referred
to. Thig is obviously true of wvehicles. But it is remarkable that
Scotland!s performance is poorer than the United Kingdom's in se
many order groups and it is hard to explain every order group in

terms of a structurel disadvantage.

At first sight this reems to imply that those sections of
+the growth industries which settled in Scotland were for some reasor.
unable to keep up the growth rate achieved in the rest of the United
Kingdem. It might be implied from this that there was something

about the Scottish region which impeded growth,

However, growth comprises not only the expansion of
existing firms but also the opening of new firms and the starting
of branch factories and plant. Therefore, although Scotlend!'s
poor rate of growth could be explained by the failure of existing
firms to do as well as in the rest of the Tnited Kingdom, it could
equally well be caused by an inadequate share of new firms starting
up and of new branches and plant of existing British firms. Thig
latter is the more conventional explanation and seems more likely

to be the correct one.
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Output_per_person employed

Figures presented in Chapter TI (Table V) showed +thai Scottish
ovutput per head in manufacturing was about 97 per cent of the United
Kingdon level at the time of the 1958 Census of Production. The
difference bhetween Scotland and the Uhited.Kingdom ig therefore small as
regards productivity per head., On the other hand Wales nad a higher outnut
per head than the TUnited Kingdom, being about 18 per cent above the latter:
and the figure for Northern Ireiand was much lower at only 68 per cent of

the United Kingdom Level.

In part this serves fto illustrate in another way that Scotland!s
indvstrial otructure bears more gimilarity to the United Kingdom's than
does that of either Wales or Northern Ireland. Output per person
employed varies greatly from one industry to another as the figures in
Table IV show. For example the United Kingdom figures vary from an
output per head of £1,656 in chemicals to £56% in clothing. Generally
speaking, food, drink and tobacco, chemicals, metal manufacture,
engineering, vehilcles, and paper are the industries where output per head

is higheut and textiles, leather end clothing those where it is lowest.

To a considerable extent this explains the pogition of Wales
and Northern Irelond. With its heavy emphasis on metal manufacture, an
industry with high output per person employed, Wales naturally tends to
have above average output pes person employed in manufacturing as a whole.
Northern Ireland output is heavily weighted by textiles, and it is
therefore not surprising that ocutput per head for manufacturing as a

whole is below the United Kingdom level,

Thig, however, is not the whole explanation. The figures in
Table IV also show that output per person employed variea congiderably
between regions even industry by industry. Textiles provide the most
striking example: here the output per person cmployed in Northern Ireland
is only £491 compared with £1,519 in Wales. The reason for this is that
Welsh textiles are primarily man made fibres, while in Northern Ireland

traditional-riextiles predominate.
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Digparities also occur in the other industry groups
though nore are quite so large. The feature of the comparison
which stands out most is that output per person employed in
Northern Ireland is lower than in the United Kingdom for every
order group with the one exception of lother manufaciuringt.
In many cases the difference is substantial. It may be that
this reflects the high level of unemployment in Northern
Ireland, a tendency for eornings to be lower and for less

emphasis to be placed on labour saving technigues then in the TUnited Kingdom.,

Wales on the other hand has a higher output per head
than the United Kingdom in metal manufacture, engineering and
electrical, teriiles, leather and other manufacturing. Apart
from the figure for textiles alwready referred to the high ocutput
in metal manufacture at £1,555 is of especial interest. This is
£300 above the United Kingdom level. Presumably the difference
results from the perticular characteristics of the Welsh metal
industry and the large part played by steel.

The Scottish figures are also above the United Kingdom
level in a number of industries. These are food, drink, and
tobacco, where whisky is probably responsible, chemicals,
engineering, metal goods, leathexr, and bricks,; pottery and glass.
But in many of these the difference is small. On the other hand
those industrizs whach have output per head below the United
Kingdow level are in most cases well above the Northern Ireland
level.

It is noteworthy that in three of the industries which
are more heavily represented in Scotland than in the United
Kingdom, metal manufacture, shipbuilding and textiles, the Scottish
output per head is below the United Kingdom level. No doubt this
is responsible to a considerable extent for Scotlandl!s slightly

lower figure in manufacturing as a whole,



Wages & Salarieg in Manufacturing Industry

In the previocus chapter it was shown that profits,
including income from self-employment, tend to form a higher
proportion of Scottish gross product in some industries than
they do in the United Kingdom as & whole. This tendency was
less apparent in manufacturing than in a number of other
industries, but it seemed to apply here also in 1958 though
not in 1954. It was suggested that there might be a greater
proportion of smaller firms with pavtners or working
propriesors in Scotland and in consequence a smaller
proportion of salaried staff. The separation of employment
income into wages and salaries 1s not possible for all
industries and services individually, but figures are available
for manuficturing industry in 1951 and 1954 and for those other
indugtries covered by the Ceasuszes of Productiocn. Figures for
1958 veore unfortunately nos published for Scotland in the 1958
Census. It will be seen from Table V that salaries do form a
smaller proportion of Scoltish employment income than they do
in the United Kingdom as a whole. However, the diflerence ig
fairly small and not nearly so marked as it is for Northern

Ireland or Wales.



1948 Standard
Industrial
Clasgification

Non-Metalliferrous
Mining Products,etc.

Chemicals &
Allied

Metal
Manufacture

Engineerirg,
Shipbuilding &
Electrical

Vehicles
Metal Goods (NES)

Precision
Ingtruments

Textiles

Leather &
Leather Goods,
ete.

Clothing

Food, Drink
& Tohacco

Manufacture of
Wood and Cork

Paper & Printing
Other Maunfg.

Total Net
Output

Contribution to
Gross Domestic
Product

TABLE
SCOTLAND

I-

*
Manufacturing Industry Net Output 1951-60

1951

1952

1953

£ million

1934

1955 1956 1957 1958 1959 1460

13.¢
24.7
56.6
119.5

31.9
17.3

4.0
59.4
2.3
11.5

7.8

14.5
39.5
1.7

1605
55.5
50.8
127.6

41.8
167

4.3
47.0
2.4
12.7

76.7

14.9
29.1

8.9

16.9
36.9
50.5
13%.5

45.9
16.8

5.0
61.6

2.8
12.9
81.1
15.9

33.4
12.2

16.8
37.7
48.0
152.7

49.0
18,6

6-4
64.7

3.1
13.8
88.5

16.4
41.9
13.5

17.92 19.1 2.1 19.8 21.2 24.6
41.% 41.9 47.0 49.5 50.8 51.5
54.9 60.2 61.8 63.6 62.1 T7.%
165.9 171.8 188.4 206.6%206.2%214.5%

52,5 58.4 62,2 65.5 64.6 69.%
23,4 25.0 27.1 24.5 26.% 28.6

6.9 6.4 6.8 - - -
67.3 69.7 69.4 64.4 65.9 T3.8

3.1 3.0 3.1 2.9 3.1 2.7
14.2 15.0 15.3 17.7 18.5 20.2
96.3 102.4 107.7 126.0 131.0 133.6

14.8 15.7 16.3 15.4 15.1 15,
44.9 45.1 46.0 49.3 49.8 54.
13,6 13.3 14.3 13.6 13.6 14.

o Vlwu,m

AB0.T 487.1 525.4 571,1 617.0 647.0 685.5 719.8 729.2 786.9

437

439 472

510

560 585 628 639 636 08

* Adjusted to definitions used for 1954 Census of Production and to include

repair trades.

x Including Order IX (Precision Instruments, etc.)

Note: The Methods used to construct this tabie are explaineld in detail in
Appendix I. Sources & Methods. pp.T7~25




Manufacturing Industyy

Percentage Distribution of NeW Output

Food, drink, &
tobacco

Chemicals & allied
Metal Manufacture

Engineering &
Electrical

Shipbuilding &
Marine Engrg.

Vehicles
Metal Goods
Textiles
Leather

Clothing &
footwean

Bricks, pottery;
glasg

Timber &
furniture

Paper, Printing
& Publishing

Other Manfg.

(1) Using 1958 Standard I[ndustrial Classification.

~

1958

(1)

Iv.

Scotland Wales Northern Ireland  United Kingdom

16.8 5.5 24.2 11.7
1.7 1.7 * 9.4
10.0 39.5 ; 8.8
21.4 11.3 % 22,2
% 34.3 ,

8.0 % 5.3 2.9
5.0 ) 10.4
3.5 5.9 % 5.6
9.9 T.7T 22.8 T.8
0.4 0.5 * 0.6
2.2 1.9 8.4 3.9
3.0 3.4 2.6 3.8
2.4 1.4 1.8 2.7
7.7 2.6 3.3 7.4
2.1 3.3 2.6 % 2.9

net sutput figures of the 1958 Census of Production,

Based on the
Repair

trades are not included and the percentages therefore do not
correspond to the figures given for 1958 in Table I.

%  Chemicals and Leather included in other manufacturing industry.

I3

from total.

Non-discloged trades, percentage figure obtained by substraction




Growth of Manufacturing Output 1951.-60

Food, drink
& tobacca

Chemicals &
Allied

Metal Manfg.
Engineering
& BElectrical
Shipbuilding
Vehicles
Metal Gcoods
Textiles

Leather &
Leather Goods,
etoc.

Clothing
Bricks, pottery
& glass

Timber &
Furniture

Paper,
Printing, &
Publishing
Other Manfg,
Industry

1951 1958 1968

1954 = 100

Scotland

Novthern Treland

1951 1958 1960

Iv

United Kingdow

1951 1958 1960

i
|
i

89 108 116 94 141 169 9% 109 117
92 122 135 * 84 115 141
100 90 107" 93 101 123
o4 g 116 118 19 o8 114 91 112 115
(100 83 ) 96 109 92

T3 96 g2~ § 80 118 139
98 104 116 101 106 119
93 91 102 104 92 109 100 87 96
89 a7 87 * 107 88 89
103 105 1:6 9% 107 130 96 102 121
80 101 114 90 129  19% 94 98 114
90 88 87 108 113  1%3% 91 94 107
97 101 112 9 126 16% 91 111 173
106 91 107 95 119 127 o2 113 135
92 18l 109 92 108 118 92 107 122

*  TIncluded in Other Manufacturing Industry

Sourcess: Digest of Scottish Statistics
Annual Abstract of Statisties
Reports on the Census of Production of Northern Treland.




TABLE IV

iv

Qutput per person employed by Industries 1958

Food, Drink
& Teobacco

Chemicales &
Aliied

Metal Manfg.

Engineering &
Tlectrical

Shipbuilding, etc.
Vehicles

Metal Goods
Textiles

Leather &%
Leather Goods

Clothing

Bricks, pottery
& Glass

Timber &
Furniture

Paper, Printing
& Publishing

Other Manfg.
Industry

Total

*  Including Chemicals and Leather.

£ per head.

Scotland Wales N,Ireland United Kingdon
1316 1036 1113 1263
1535 1426 - 165F
1127 1555 1213
1039 1012 1006

779 - 751 825
209 - 1047
954 889 §31
685 1519 491 123
806 875 - T96
511 513 420 583
980 972 868 975
741 632 758 835
943 1000 802 1665
858 944 944 918
974 1194 684 1009

Note. These figures are taken direct from the 1958 Census of
Production and without any ef the adjustments reguired
to make them comparable with earlier years which were
necessary for Table I. (see Appendix)




Salaries as_a % of Employment Tncome™

1951 1954
Scotland 21.8 23.1
Wizles ] 19.6 21.1
¥. Ireland 16.7 17.4
United Kingdom 24..2 24.8

Sources Census of Production for 1954 and Censuses of
Production for wWorthern Irelard.

* Wote: Excluding small establishments not covered by the
Census .
Employment income comprises wages and salaries
as ghown by the Census
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CHAPTER FIVE T

TrE PRICES OF MANUFACTURING OUTPUT

Owing to the absence of official statistihcs very Little
is known about regional variations in prices vithin the United Kingdea,
There are many important aspects of this subject, but such dicussion
ag takes plecz wsually centres round differences in the cost of living,
Less attention has been paid te the prices of outputbe.

It is with esuch prices that this chapter is concerned,
but the subject is tackled from a rather limited angle, No attempt
was made bto assess regional variations ia the prices of similar
products to ssze whether there were any important regional differences.
The basic information for +his is not available, and resulis could
therefore only be obtained after conducting a massive survey., Instead,
this chapter wittempte to compare the rate of price increase for the
output of manufacturing industry in Scotland, Northern Tmland and the
United Kingdom to see whether there are any significans rsgilonal
differences.

The method adopted relies heavily on the index of industrial
production te estimate output at constant prices. The resalts
this prcduces are in som@pases rather surprising and it is difficult
to accept all the conclusions which emerge without question. This
can enly reflect on the accuracy of the index of industrial productions
and if all the results of the chapter cannot be accepted as firm
estimates of differing price trends, then they do provide the subsidiary
funetion of testing the indax of industrial production,

Significant differences in the rate of price change of
manufacturng output may be expected to result from the particular
industrial structure of the regiens. If there is inflation, the
products of some industries rise more rapidly in price than those
of others; and even if there is no genersl inflation the process of
economic development is inevitably accompanicd by changes in the price of
some products rilative to others. This arises partly because higher 2sts

can be more cffectively matched by higher productivity in some industries
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than in others, and partly because higher living standards alter the
pattern of demand. Therefere, depending on the location of industries
which are inflation-prong, the manufacturing output of some regions is

likely to rise more rapidly in price than that of ethers.,

Rates of Prisze Increase for Manufacturing Cutput as a Whole.

In the absence of published figures or prices it is
pessible to make sowme estimate of relative price changes from a
cemparigson of figures of output at current and at constant prices,
The net ousput of manufacturing industry at current prices is balen Fron
*he reports of the Census of Production. Output at constant 1954
prices is constructed by multiblying the 1954 Census figure of net
output in valve terms by the index of industrial production fer
manufacturing industry hased on 1954.<1) Since this is a volume
index it should uct be affected by price changes; and its application
in this way to the census figure for 1954 should give figures for the
other years at 1951 prices. From these two sets of figures price indic~os
can readily te derived by dividing the figures for output at current
prices by those for output at constant prices. To avoid all possible
inaccuracy the calculations have only been made for vears in which there
was a full census of production. The last year covered ig therefore
1958, but to give a longer period for comparison fligures fer 1948 were
also included. Th2 results are given in Table T Sad-Bigure—is It would
be intevesting to apply this exsrcise to all the standard regions of
the United Kingdom; but unfortunately indices of industrial production
are available only for the United Kingdom, Scotland and Northern Ireland.
The calculaftions show that Scottigh prices rose at much
the same rate asg United Kingdom prices from 1948 to 19543 but since
1954 have risen much more rapidly. Worthern Irelanils prices on the

other hand rose more rapidly than those of the United Kingdom from

= s Sy e e oo Tt D e s ot i o et o B e et 1t i AR 1 et -

(1)Reports en the Census of Froduction, Summary volumes, 1954 and 1958,
Board of Trade, H,M.3.,0,London,
Report on the Census eof Production of Nerthein Ireland, 1958,Ministry of
Commerce, H,l,5.0.Belfast,
Annval Abstract of Statistics, H,.S5,0.London; Digest of Scottish -
Bhetistics, H,M.S.0.Edinburgh; Digest of Statistics No.19,H.M.S.0.Belfast,
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for example, Scottish prices of manufacturing output rose 23 per
cent compared with 18 per cent for the United Kingdom and 1) per
cent for Nerthern freland. It is odd that there should be this
sudden divergence between Scottish prices and United Kingdom prices
after 1954, and equally surprising that in the earlier pericd, in
sharp contrast to 1951~1958, Irish pricec rose more quickly than

those of Scotland and the United Kingdom.

TABLE T,

PRICES OF NET CUTPUT OF MANUFACTURING INDUSTRY

1954 = 100
UNITED NORTHERL
KINGDOM SCOTLAND TRELAND
1948 81 82 (1949) 79
1951 90 90 95
1954 100 100 100
1958 118 123 111

Sources: Census of Production for 1954 and 1953 (Uhited Kingdom)
Summary Tables.
Census of Production for Worshern Ireland, 1958
Annual Abstract of Statistics 1938 and 19603 Digest of
Scottish Statistics 1960 and 196%.

Note: Census of Production Reports vary considerably in seope and
coverage and considerable adjustment is necessary in mrking
cemparisons, In 1948 and 1951 Scottish figures cever larger
egtablishments only and the U.X.figures are therefore taken

on the same bhasis,

If the rate of price increase is related to tihe
particular products produced, one woiuld net erpect the pattarn to
change except ever a very long perisd.

There are a number of pessible explanat.ons for this,
Controls were still widely used in this early post-war periods and
it may be that they distorted the pattern of price increises, For
example, il is conceivable that the particular industries sited in
Scotland happened to be more subject to conirol than theose sited in

Horthern Ireland. If this was so, the prices »f Irish cutput might

be expected to rise more rapidly.




In addition the particular seleciion c¢f years in the
comparison undoubtedly has the effsct of magnifying the difference.
Figures for Horthern Ireland in 1948 are not available, whiie for
Scotland and the Tnited Kingdom a detailed Census of Production
was taken in 1948 but not 1949. The United Kingdcm figures suggest,
however, that prices were slightly lower in 1949 than they were in
194835 this might account for a part, but by a0 means all, of the
apparent difference in rates of increass during the earlier period.

Another point to emerge is that the price index for the
United Kingdom calculated nere rose 18 per cent between 1954 and 1958,
wheress the official price index based on sales of output of
manufacturing industry rose only 11 pexr cent over the same period,(l)
This difference presumably arises because the cfficial figures refer
to sales of gross cutput including raw materials, fueli,eic., whereas
the figures calculated here refer to net cutput only. For example,
if the prices of vaw materials were falling during the periad(as they
were in some cases), this would automatically give rise to &
disorepancy between a price index based on gross output and one based

on net output,

The Effect =f Industrial Strucbure on Rates of Price Increase.,

1t would be interesting to discover the extent to which these
differing retes of price increase can be assoclated with the industrial
structure of the region. Variation in structure would seem to offar
the most likely explanation of the differing behaviour of prices,
since it would be surprisirng if the prices of gimilar products could
move in cuch a way as to cause substantial differences between regiens
of the same economy. One would therefore expect that these regions
with a more rapid rate of price increase than the others could be
shown to have a propertionately larger share of those order greoups
or trades which are subject to rapid price increases. Thus if the

products of industry X rise more rapidly than the products of other

5 o4 48 44 i 3 T S st S ot G e i g (o T 41 St i ke e s e . TS i 8 e 0 T o A48 s A o P s o b o b S e o S O e e B P 4 S R Bt P S B b o o S e = £

(1)anmual Abstract of Statistics, 1960
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TABLE 1T

PRICE TNCRUASES BY INDUSTRIES 1954 ~ 58

1954 = 100
Percentage Distribution of Net Gty
T.X. SCOTLAM N,IRELAND*QU.K. SCOTLAID H.IRETLAND
Food,Drink & Tobacco 129,9 131.7 107.4 i11.7 16.8 24.2
Chemicals & Allied 118.9 107.6 % 9.4 i -
detal Manfrs. 127.8 147.5 ) 8.8 10,0 )
ingrg.& Electel. 119,5 122,1 ) 22,2 2.4 )
Shipbuilding & }
Varine Engineering 111.8 121.1 123%.% 2.9 8.0 %443
Vehicles 108.6 149.% 2 10.4 5.0
Yetal Goods 115.5 126.5% ) 5.6 3.5 )
Rextiles 110,4 109.4 10C.% 7.8 9.9 22,0
Leather 107.% 107.4 ~% 0.6 0.4 %
Jlothing &
Footwear 108.8 122.4 112.6 3,9 2,2 8.4
Bricks,pottery &
Flasse 120,2 117.8 102,9 3.8 3.0 2.6
Mmber &
Turniture 122.5 106.8 125.9 2.7 2.4 1.8
Paper, priating & .
oublishing 116.3 116.7 104,90 T4 7.7 343
dYther Manfg. 109,77 114,8 99, 5% 2.9 2.1 2.6
i e e e e —
Total 117.8 123,11 11G.8

lotal by applying U.X.

rate of price increase to

Scottish and Irish compogition

i output by orders. - 118,9 117.3

8 3 218t 085 b o i S s ot o v

Egﬁgs * Chemicals and leather are included with 'other manufacturing! industry for
/ Northern Ireland.

b

}
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industries, any region in which industry X plays a large part
would tend to show a more rapid rate of price increase for
nanufacturing industry than the other regions.

Unfortunately it is impossible to carry out a thorough
investigation of the structural factors: such a study would have to
be conducted at the trade level of the Standard Industriasl Classification,
and at this level the infcrmation on prices is not available. In
Tablie II, however, an analysis is made of the rate of price increase
by industrial corder groups. As the last chapter showed, the composition
of the Scottish economy, as analysed by Orders, is actually not so very
different from the Tnited Kingdom as a whole, Shipbuilding, metal
manufacture, food, drink and tobacco and textiles are admittedly more
heeuily weighted in Scotland than in the United Kingdom. But only
two of'ﬂﬁnﬁiﬁduahmigg had a high rate of price increase in the United
¥ihydom. Chemicals and ‘vehicles play a smaller part. But when
analysed in this way the Scottish economy is certainly much closer
to the United Kingdom than either Northern Irdand or Wales,

Indeed the main conclusion from Table IT is that dift'erences

in structure by industrial order groups do not offer a satisfactory

explanation of the differing rates of price increase for total

manufacturing output either for Scotland or Northern Ireland. Applying

United Kingdom rates of price increase by order groups to the

actual weighting of Scottish output by order groups gives Scotland

a hypothetical rate of price increase for total manufacturing output

of 19 per cent between 1954 and 1958, This compares with the United

Kingdom rate of 18 per cent and the actual Scottish rate of 23 per cent,
If the explanation still rests on structure, the important

structural differences must therefore be at the level of trades within

srders. At the level of industries as classified by orders the

structural differences do net offer an adequate explanation. This is

perhaps not surprising, since the order groups are so broad that ene

group may contain vhat are in effect widely differing industries,
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Thus the Scotbish vehicle industry contained no motor car manufacture
during the period in question, and the composition of such groups
as textile and food, drink and tobacco varies tremendously firom one
region to another, As will be noted in the last chapter, the
evidence svggests that many of the most important stiuctural differences
between the United Kingdom end Scottish economies appear within rather
than between the main order groups.(l) Unfortimately it is impossible
to test the significance of this for price changes.

Nevertheless the compariscn of rates of price increase by
crder in Table II yields some intersesting results, The Scottish
price rise is smaller than the United Kingdom!s in chemicals,
textiles, bricks, pottery, glass and timber and furniture. The
differences are large for chemicals and timber and furniture., Leather
is the only order group where the rates of price rise are approximately
the same, For the remaining groups the Scottish rate is above the
United Kingdom rate. Most remavkable are metal manufacture and vehicles:
the estimatel price increase in these industries was close t> 50
per cent in Scotland between 1954 and 19583 while in che United
Kingdom it was only 28 per cent for metal manufacture and 9 per cent
for wvehicles. It is clear that metal manufacture in Scotland differs
considerably in character from the United Kingdom industry, as does the
Scottish vehicle industry. But the figures do seem rather surprising.
These two industries accoun® for a substantial part of the disparity
in the rates of price increase between Scotland and the United Kingdom,
Indeed had they experienced price increases at the United Kingdom rate,
Scotland's overall rate of price increase would have been 20 per cant,
enly 2 per cent above the United Kingdom rate compared with an actual
5 per cent.

The results for Norchern Treland are similar insofar as the
rate of price increase for manufacturing output as a whole eannot be

accounted for by the order group composition of the Trish economy,

(1)Report of the Committee of Inquiry into the Jcottish Economy(Toothill
Report) Scottish Council(Development & Industry)1961. Appendix.2,




The ecnnomy of Northemn Ireland differs considerably from both the

United Kingdom and Scotland; andsome industrial orders which play an
important part in the two latter cases are absent from Northern Ireland
completely. Even so if the Northern Ireland weighting by orders is

applied to the United Xingdom rates of price increase, the total

price rise for manufacturing industry would come to 17.3 per cent

between 1954 and 1958. This compares with 17.8 per cent for the

United Kirgdom and Northern Ireland's actual rate of 10.8, The composition
of output by orders therefore accounts for an even smaller part ef the
difference in the rates than it did for Scotland.

Comparing the Northern Ireland rates of price increase with
those for the United Kirgdom by industry, it will be seen that only
for the group of engineering indusiries and timber and furniture is the
Nof%ﬁ? Ireland rate above that of the United Kingdom. The three
engineering industries are taken together and the combined price increase
is 23.3 per cent; the equivalent combined rate for the United Kingdom
would be 15,5 per cent.(l) Apart from engineering the other two
industry groups which play an important part in the Northern Ireland
economy =are textiles and textiles and food, drink and tobacco.,  For
both of these the Nerthern Ireland rate of price increase is
subs tantially below the United Kingdom rate. No doubt this may be
partly accounted for by structure within these industry grovpings,

The textile group covers a wide range of industries and it happens that
lingg' f&%f?& large part in Northern Ireland just s woollen *extiles
account for a large part of the Scottisih output and man-made fibres for
the Welsh., Food, drink and tobacco iz likewise a diverse group and the
partlicular composition of Northern Ireland output may account for the

slower rate of price increase.

Conclusion,
According to the calculations in this chapter the prices
of manufacturing output in Scotland rose more rapidiy than in the

United Kingdom between 1954 and 1958 although they Y5% kept pretty closely

(1)Tuis leaves out metal menufacture which is officially included with engin-
eering in the Northern Ireland census but is assumed not to be of much
importan ce, If it was included the combined rate of price increase for the
United Kingdom would be 17.5 per cent




more slowly except in the immediate post-war years prior to 1951
when they seem to have risen more rapidly than in the United Kingdom.

Despite the peculiarity of some of the calculations, there
is no reason to suppose that the general nature of these conclusions
is anything but valid., This could well result from differences in
ecenomic structure within the main order groups which it was impossible
tc analyse. Tt is clear too that the rate of growth of the Scottish
econemy, even if measured by output at current prices, was below that
of the United Kingdom after 1954. Wage rates on the other hand tended
to keep more closely in step with the rest of the United Kingdom. Such
a situation is bound to be inflationary; and ene would expect that prices
would rise more rapidly in Scotlard.

It is certainly surprising that this tendency cnly became
apparent after 1954, Since it most probably resulted from the basic
characterigtics of Scotland!s economic ssructure, one would expect it to
show itself also in the earlier period. It is Just possible, however,
that some change in economic conditions afbter 1954 tool: place which
altered the pattern of inflation as between indusitries making some,
which also happened to be heavily reprenented in Scotland, much more
inflation prone in relation to the others than they had previously been.
It may be that this was the same change in economic corditions as caused
Scottish economic growth to start flagging behind the United Kingdom rate.

But even if this can be accepted, some of the detailed
Scottish figures for the period 1954 to 1958 still seem rather
extracrdinary. The price increase of nearly 5C per cent in vehicles and
metal manufacture dviing these four years is very difficult to accepts
and it is surprising that so many industrial orders achiere a higher
rate of price increase than their counterparts in the United Kingdom as
a whole. It seems more likely that the index of industr al
production, on which these calculations were based, itself contains some

discrepancies ¢r that the use made of it here is in some way illegitimate.



The index of industrial production is, of course, intended
to be used primarily as an indicator, and an attempt to derive precise
estimates of economic growth may therefore be misleading. It is based to
a great extent on gross vutput and may therefore lead to discrepancies in
deriving estimates of the growth of net outpnt if the relationship of net
and gross output changes. In fact, net ousput formed a siightly smaller
proportion of gross output in 1958 than in 1954 for all three areas.
The effecv of this would be to make growth rates appear higher if
measured in terms of gross output than if based on net. For Scotland
and the United Kingdom the extent of this difference is insignificant:
but for Worthern Ireland it may be more important, where net oubput
accomnted for 28.5 per cent of gross eubtput in 1954 and 26,3 per cent in
ZL958.(1> If the index of industrial production were based mainly
on groge output, iv might tend to show a slightly higher rate of growth
than that actually achieved by net output. This in turn would make the
Irish calculations in this chapter show a slightly lower rate of price
increase than was the case, and so account for some of the discrepancy.

Probably more important than this is the rather rrugh and ready
method which inevitably has to be adopted for calculating some parts of the
index of industrial production, It would seem thet estimates for some
orders have ‘o be built up from employment data adjusted by rough sestimates
of changes in productivity; others are based on output in value terms
deflated by indiceg of wage-rates. In the latter case wage rates may
rise more rapidly than the priceg of the final product if prcductivity
is increasing; and the effect of this method may be to underestimate the
rate of growth. The former methsd may likewise lead to error if
insufficient allowance is made for increascs in productivity.

What this amounts to ig that the index is not really as

accurate as one would like fur the sort ef exercise which is bullt on to

(1)The equivalent figures for Scotland were 3%5.7 end 35.3 per cent, and
for the United Kingdom %6,1 and 35.8 per cent(Census of Production

Reports 1958).




cannot accept the rates of price increase as estimated, the indices

of industrial production must be misleading. There is no cbvious
reason for rejecting the United Kingdom and Northern Ireland estimatess
but some of the rates of price increase estimated for Scotland definitely
seemed too high., If this is so, the Scottish rate of growth must

have been more rapid than was ghown by the index, In partiocular it
seems that the index may have underestimated the rates of growth in
vehicle production and metal manufacture, In fact the index shows the
output of both of these industries to have fallen 10 per cent between
1954 and 1958, Therefore if the estimated rate of price rise is
unacceptable, output must have declined less than 10 per cent.

Taking Scottish manufacturing output as a whole, if prices
had increased at the United Kingdom rate of 18 per cent between 1954 and
1958 ingtead of the estimated rate of 23 per cent, this could only be
reconclled with the Census of Production figures for net output at
current prices if the growth rate had been 6.4 per cent. BEven a 20 per
cent price increase would imply a growth rate of 4.6 per cent. But the
growth rate as shown by the index was only 2 per cent.(l) 1t would
geem that this would have to be stepped up to at least 4 per cent if
nere realistic results are to be obtained. Considering the importance
attached to the rate of economic growth and the central part it plays
in discussion of the Scottish economic problem, the significance of
such a revision in the official index would be obvious. It is
particularly unfortunate that all estimetes of economic growth have had to
rely solely on this index. The estimates in this book are ne exception.
No matter how good this index is, it is after all only an indicator
for which a high degree of accuracy would not be claimed, The bunt
solution to this problem would require the provision of better
information on Scottish prices, If official price indices were published,
this would pfovide a useful check for the index and enable the rate of
growth to be calculated with much greater accuracy. It would also

provide & great deal of useful information on the Scottish economy.

(1)Digest of Scottish Statistics No,2l.April 1963, Some earlier editions
of the Digest gave a growth of only 1 per cent for the same period.
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CHAPTER STX

e AL o e e

Pergonal Income in the Standard Regions of the United Kingdem

If the estimates of gross domestic product, income from
employment, gross profits, etc., and the output of manufacturing industry
could have been extended to cover all the standard regions of the United
Kingdom some valuable comparisons might have been made. Serious economic
analysis of many of these regions has seldom been attempted and much
ugeful informatisn might come from a better knowledge of their economic
circumstances. This information would be of value not only te those
concerned with the problems of the English regions. The reglons which
have been covered in this study are among what have come to be called the
'less prosperous regions'; and their economic condition would appear in
better perspective if it could be compared in detail with the other
regions of the United Kingdom,

Unfortunately is is impossible to present estimates for the
English regions in anything like the detail that was given in the last
three chapters for Scotland, Wales and Northern Ireland. The reason for
this is the uuch poorer ceverage of these regions in the official
statistics. The basic data from published sources is not even
sufficiently adequatc to enable an estimate of gross domestic product te
be made in years when there was = full Census of Production. Quite
possibly much of the data exists in the files of Government departments
in unpublished form, but it would be difficult for a private research
worker to obtain access to it and no such attempt was made for the
present study.

However, it is possible to maxe a number of interesting
comparisons between persenal income in each of the standard regions.

The Inland Revenue publish from time to time a survey of vpersonal incomes;
the latest of these gives a breakdown both by region and by counties,
and it is primarily on it that the comparisons made in this chapter are

based.(l)

(1) 105th Report of the Commissioners of Her Majesty!s Inland kevenue,
for the year ended 31lst March, 1962, Cmnd.1906, HMSO London.
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It should be emphasised that these figures refer to income

accruing to persong resident in the regions in contrast to gross

domestic product which concerns all income arising within the region.

Income accruing to persons living in a region may come partly frem
ocutgide, notably from the ownership of property and shares, while, on
the other hand, part of the income arising within a region may eventually
accrue to people living outside. At the national level these flows may
be guite small, since most people hold the bulk of thelr property and
investments in their own countrys; but they may acquire much greater
significance for a region, and there is no reason why the outflow of
income arising within the rcgion to persons outside should balance the
inflow. It may well be, therefore, that the domestic income of a region,
in the sense cf personal income arising within the region differs
congiderably from the personal income accruing to inhabitants of the
region, just as gross domestic product may differ for the same reason
from gross national produot.(l)

The figures given in the Inland Revenue survey do not quite
correspond to personal income as defined in natioral accounting practicc.
They exclude inceme which did not come within the scope of ihe inland
revenue; they also use somewhat narrower definitions which give smaller
figures than those published in efficial national income estimates. For
example, in 1959/60 total personal income net of deductions in the

inland revenue survey came to £15.3 millien in the United Kingdom

(1) This point is well illustrated by Miss Deane's estimates of income
for Northern Rhodesia where income accruing to residents was no?b
much more than half the income actually arising withir the country.
(Phyllis Deane, 'Measuring National Income in Colonial Territories!,
Studies in Tncome and Wealth, Vol,.Bight, National Bureau of Economic
Research 1946, pp.147-74.) This is of course an extreme case; no
region of the United Kingdom is likely to have such a large disparity
as this, but the difference between the two definitions of income may
be nevertheless important.
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compared with £19.6 million for 1959 in National Income and Expenditureo(l)
Income from employment assessed under Schedule E came to £11.8 million
compared with £12.6 million for wages and salaries; income from self-
employment assessed under Schedule D came to £1.19 million compared with
£1.91 million. Income from property, interest and dividende cume to
£1.40 million in the tax assessments compared with £2.07 million.
Furthermore, the regional figures are even luss completie, since they
excluae civil servants, the armed forces and seamen, all of which were
assessed centrally and are shown separately in the report.

It would no doubt be possible to adjust the Inland Revenue
figures in g variety of ways to bring trem closer to personal income
ag defined in national accounting usage. One could even calculate figures
for national income (or ne+t national product) by adding to personal
income thus adjasted some estimates for the undistributed profits of
companies and for government income of varicus types. Such estimates,
however, covld only be made in a rather rough and ready fashion for most
regions; and the allocation o public authorities income in particular
would raise concevntial as well as practical difficulties. For exauple,
it is far from clear how the income of air-lines should be
apportioned between the regions and for other nationalised undertakings-
such ag the railways, the lack of suitable figures makes apporticnment
difficult.<2) Undistributed profits of companies could presumably bhe
apportioned between the regions according to receipts of interest and
dividends, but if the proportion of profits which was undistributed

varied between regions, this procedure too could give rise to error.

(1) Xational Income and Expenditure 1961. H.M.S.0.

(2) See Appendix where this problem is discussed in relation to
Scottish Gross Domestic Product. (Appendix pp.28-33)
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It was felt that there was little advantage in making such
adjugtments. For the purpose of drawing comparisons, most of the
interesting points emerge from the Inland Revenue figures. Moreover,
these figures can be regarded as reliable, whereas their reliability
might be more gquestionable after going through the wvarious processes
required to alcer their definition.

The Comparisoun of Personal Incomes

Personal income, as assessed by the Inland Revenue, is given
by regions in Table TI. As already stated, the figures exclude incomes
for seamen, members of public departments, and the forces, all of which
were ascessed centrally and are shown at the foot of the Table. The
figures for total income show the remarkable extent to which the London
and South~Eastern region exceeds the others in importance. It appears
that 27 per cent of total United Kingdom personal income accrues te
London and the South East, even after excluding the Public Departments,
the majority of which bappen to be located in this region. The regions
next in importance in terus ef income are the North-West, which accounts
for 12 per cnaat, the Midland region which contributes Jjust under 10 pex
cent and Scctlond less than 9 per cent. Northern Ireland hes the
smallest income, amounting to only 1.7 per cent of the United Kingdom
total.

When these figures are expressed per head of the total
population in each region (Table II) it is possible to give an
approximate idea of their relative living standards. It should be
remembered, however, that prices are far from uwiform, end & region with
a high income per head may not be as mech better off ag it seemg, Nor
does it necessarily follow that in a region with high average income
per head the majority of the population are befter of than in cther
regimms, The average may be influenced by a comparatively small group
with exceptionally high incomes. The importance of this cculd be
assessed by examining the distribution of income by regicns. Suitable
materisl is available for such a study in the inland revenue reports,

but it was notv citempted here.
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The figures in Table II show that London and the South Eagt
has eagily the highest average income per head, exceeding the United
Kingdom average by 27 per cenbt; butbt prices are also likely to be
higher in this region. Only one other region, the Midland, exceeds
the United Kingdom average. But the Southern, North Midland, North
West and BEagt and West Ridings are extremely clese to the average.
Northern Ireland!s income per head is by far the lowest at only 63.8
per cent of the United Kingdom figure. The Scottish figure is 87.3
per cent, whish 1s better than four other regions: the South West
80.3 per cent, Wales 83.6 per cent, the Northern 86,8 per cent and
Northern Ireland. The Eastern Region is very close to the Scottish
with 87.5 per cent of the United Kingdom income per head.

The really exceptional regions are therefore London and the
South Eagt and Northern Ireland. The Scottish figure is certainly one
of thne lower ones but the difference between it and the majority of
English regions is not great. Scotland is commonly made to appear
rather bacdly off by comparisor with England as a whole, But this is
because the figures both for England and for the United Kingdom are sgo
greatly affected by the inclusion of London and the South East which
is an exceptional region.

It will be noticed that Scottish personal income ver head at
8T7.3 per cent of the United Kingdom level ig very similar to Scottish
gross domestic product pe:x head as a percentage of the United Kiagdom.
In 1959 this was 87.8 per cent.(l) It is tempting to try co draw
conclusions from this. It would obviously be useful to know whecher
the income accruing to Scottish residents from cutside was greater or
less than the part of the Scottish domestic product going to persons
not resident in Scotland. This would establish whether Scotiand had s

positive or negative net income from other regions and abroad.

(1) Chepter IT, pege t4l T
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Such income accounts for the difference between gross domestic
product and gross national product as normally defined. National product
will exceed domestic product if there is an inflow of net income from
abroad. A comparison between these two variables for Scotland is not
possible since gross national product is not calculated. But, as a
percentage of the Urited Kingdom total, the figures for personal income
per head are likely to be fairly similar to national income (or net
national product) per head, since the missing components required to
convert personal income per head as a percentage of the United Kingdom to
national income per head are unlikely to have much effect on the ratio.
However, a comparison of the personal income ratio at 87.3 per cent and
the domestic product ratio at 87.8 per cent camnot be made te give
satisfactory results., The difference between the two fizuces is
insignificant and net income from other regions and abroad couvld only be
obtained as a residual. The figures from which the residual would be
calculated are large «nd subject to considerable morgins of error so that .
any estimate wbich might be mane of net incoms from other regions or
abroad would be quite meaningless.

A1l that can be concluded, is thet there is no enormcus flow
of income into or out of Scotland such as one sometimes finds in an
underdeveloped country when a very large pronortion of the capital
assests are in foreign ownership. A satisfactory estimate fur Scotland
will have to be made by direct measurement, not as a residual; Tu*
sufficient data for such a measurement is not available,

Were it possible to make such calculations for each of the
United Kingdom regiong the results might prove to “e very interesting.
One might expect that net income from other regions and abroad would play
a much larger part in the economy of regicns than it customarily does
for nations. For example, it would be surprising if those Scots holding
shares in public companies had the bulk of *their capital invested in

Scotland., Probably mogt of it is in British companies but only a
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comparatively smell part in companies and branches of companies
operating in Scotland. Likewise those public companies which enerate
in Scotland may find thet a large proportion of their shareholders live
in regions other than Scotland. (l) The connection between the
shareholders in a region and the particular compsnies operating in the
region is therefore likely to be much less close than between
shareholders and companies teking the country as a whole. For this
resson there may well be very big differences between interest and
dividends received by shareholders in a region end the dividend payments
made by companies operating in that region. Wet income from other
regions and abroad may therefore be a much more important item in the
income of regions than it is for the natior as a whole.

The Composition of Personal JTncome.

If the main components of total income are expressed per read
of population, it will be seen thav the zomposition varies considerably
vetween regions. Earned income per head and investment Zncome per head
are both liwest for Northern Ireland, and highest for London and the
South Fast., But the South West region, which has one of the highest
investment incomes per head has the lowest earned income per head after
Northern Ireland; and the Midland region, which after London and the
South East has the highest earned incowe per head, has an investment
income per head which is only half that of the Southern Region.
Scotland!s earned inéome rer head is one of the lower ones, excecding

only Northern Ireland, the South West and Wales, although il is wvery

(1) The importance of this can be more easily estimated for Northern
lreland. Here Cuthbert found that 30.7 per cent of the pald up
capital of all companies with headyuarters in Northern Ireland
was attributed to sharschclders outside Northern Ireland. For
public compaaies ths figure was as high as 72 per cent. By
contrast residents of Northern Ireland held about 1.06 per cent
of the capital of companies in Great Britain., (K.S.Irles and N.
Cuthbert, An Economic Survey of Northern Ireland, HMSO Belfast

1957, pp.444-446)
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close to that of the Bastern and Northera RPegions. Scotland's
investment income per head, on the other hand, is one of the higher
ones, being exceeded only by London and the South Bast, the Southern
Region and the South West. (Table II).

If the figares are further subdivided as shown in Talle ITI,
it is possible to compare the relative importance of salaries, wages,
property, etc. Profits and professional earrings seem to vary leas%,
the range being from £19,6 per head of totul population in the North
West tc £26.5 in the South West. Scotland with £24.9 per head exceeds
the United Kingdom average of £22.9. Salaries vary much mores the
figure for London and the South East (eycluding public departments)
at £126.1 per head is almost double that of any other region. Wales
has the lowest galary income per head at £44.8. The Scotbish figure of
£54.9 is substaatially behind the United Kingdom average of £71.0, but
is higher thon the figure for Wales, the Northern Region, Northern
Ireland, the South West or the Eastern Region.

Wages per head of total populatior vary from the Mid.and region
with £175.0, which is the highest,; to Northern Ireland with £81,1, which
is by far the lowest. The Scottich Figure, £126.7, is low and exceeds
unly Northaern Ireland snd the South Western Region., Wales dozs soirewhat
better than Scotland, though not as well as most of the Euglish regions.

From Scotland!s point of view property and investment incomes
are in sgomz ways the most interesting. BScotland's property incoms per
head at £1.7 is by far the lowest of ally; for example it is less than
half the Welsh figure and less than 30 per cent of the London and South
East figure. The figures, of cource; refer to persenal incoms from
property and therefore exclucde local authority housing., Sceotlandfs
position is presumably exnlained by the very low level of rents and the
comparatively small part played by private housing to let. These
features of the Scottish housing situstior are wellkrown; buv the
comparison with the rest of the United Kingdom appears very strongly in

these figures.
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In contrast to property; Scotland has an income from interest
and dividends per head which exceeds that of most of the other regions.
The highest is &gain London and the South Hast with £34.7 per head, the
Southern Region has £31.5, the South West £24.3; Scotland has £20.0.

By contrast Wales has only £11.6 and Northern Ireland £11.4. The
Scottish figure is at first sight rather surprising though it bears eutb
the results given by Professor Camphbell in hig earlier study of Scottish
Netional Inoome.(l) Regional disparities of this kind can result from
a tendency for wealthy people to congrega*e in particular areas of the
country. They could also result from a higher propensity to save in
some regions of the country which, if sustained for a long period of
time, would tend bo produce a higa invegtmen*t income. Probably both of
these factors play a pert, but which is the more importeni in offering
an explanation it is difficult to say with any claim to accuracy.

It may be that the high figure for the Southern region results
from a tendency for wealthy people woriing in Liondon tc live in or retire
to the Southern Region. The reason for the high figurs for the South
Viest is less clear, but it must also be influenced by the attractiveness
of this region as a place for wealthy people to retire to. Scotland is
much harder to account for. People vho have made their wealth elsewhers
certainly do settle in some of the more fashionable landowning parts of
Scotland; but it is perhaps posaible that a rPigh proprensity to save
within bcotland also plays an importent partg2)1f thig is so, it would
confirm the popular view of Scottish thrift. But, as will be showm belcw,
the high investment income comes from & high innome per person rather

then a higher proportion of the *total wmopulatior with investment income,

(1) A.D. Compbell, op.cit. Campbell, however, found income from
property end investments to Le above the U.K. average per head
in Scotland.,
This was not the case in the present study (See Tables IL and III)
though investment income was a higher proportion of Lotal income
in Scotland than in the United Kingdom.

(2) Thig is further discussed in Chapter Eight where expenditure
and saving are analysed.
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Table IV presents in alternative form some of the more
interesting features which emerged from Table III, Salaries ac a
percentage of net earned income vary from 39.6 per cent in London
and the South Bast to 20.4 per cent for the Northern region.

Property incomre as a percentage of total net investment income varies
from 27.3 per cent in Wales to 8.9 per cent in Scetland., A high ratio
of course dorg not mean that property income ig necessarily very high,
but merely high in relation to other income from investment. The

final nolumn gives net investment income as a percentage of total
income. The Southern region is highest with 11.8 per cent; tiae Northern
Region and Wales lowest with 5.3 and 5.4 per cent respectively.

Scotland has 8.1 per cent which is higher than most English regions

and higher than the United Kingdom average,

The figures so far presented have concerned either the
absolute amount of income received in tihe regions or income per head
of total population. As regards earned income, however, a low income
per head of total population may result either fiom lovwer rates of
payment per person in employment or from a lower proportion of the
total population in employment. This latter factor is of conziderable
importance since the proportion of total population in employment
veries considerably from region to region.

This is illustrated by the activity ratzs for the regions in
1959 given in Table V. It is unfortunately not pessible to ges
figures for total manpower in employment including self-employed. The
figures given therefore refer to total employees (including
unemyloyed) as a percentage of totel populavion. The unempLoyment
percentages are also shown. The regions where the percentege of total
male population in employment is lowest are Northern Ireland, the
Scuth West, Wales, and Scotland. Scotland, however,
is comperatively close to the Tmited Kingdom level. For females,
Wales has the lowest rate followed by the South~West, the North and

Noxrthern Ireland.

.
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It seems fairly clear, therefore, that the lew earned income
per head of.total population in Northern Ireland, the South West, Wales
and the Northern Region is at least to some extent a comsequence of
lower participation rates and is not entirely due to lewer earnings per
man employed.

These conclusions are confirmed by the figures in Table VI
whkich show wages and salaries in the regiocns per insured employee. On
this basis inceme in Northern Ireland iz 83 per cent of the United
Kingdom figure compared with 65 per cent (Table II) when measuring
earred inceme per head of total population. The South West is 87 per cent
on this basis compared with 77 per cent, and Wales 102 per cent compared
with 86 per cent. The Scottish figure is SO per cent compared with 87
per cent. The difference between the figures in Scotland!s case is
much less markel because Scottish activity rates are not so far below
whe United Kingdom average.

The regiong with the highes! income per employce are London
and the Soath Hast with 110 per cent of the Tmited Kingdom level,
followed by the combined Southern and Eastera regions, the Midland region
and Wales, all of which are above the United Kingdom average. Scotland,
the South West and Northern Ireland have the lowest earaings per employee.
The case of Wales is interesting: though earned income per head of total
population was rather low, income per employee is high, above fthe avevage
for the United Kingdom. This was already noted in Chapter 3, aad is
mainly a consequence of Wales! industrial structure.(l) Ic may alse
be assnciated with the high ratio of male to female employment.

Comparsed with Scotland it is intereating that Wales has a lower earned
income per head of total population, but a substantially higher income

per employee.

(1) Chapter 3 page 4 and Table III.
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It was unfortunately impossible o relate profits and
professional earnings to the occupied population or net earned income
to total manpower including employees and self-employed., Figures for
total maanpower are published only for Scotland and Ncocrthern Ireland.

As a rather inadequate substitute for this the figures were related te
the number of cases assessed for tax. This is normally a lower figlure
than the occupied population owing to the practice of assessing husbands
and wives together, If the difference between the number of cases
assessed end the occupied population is similer for all regions, then
thiz would furnish a guide to eartred income per head of cccupied
population. But it is clear that substantial discrepancies could arise
and the results must be interpreted with ceutbion.

A surpriging feavure of the results is that Scotland has a
very Ligh incomz from profits end professional earnings per person
asgessed. Indeed the Scottish figure is second oaly +to London and the
South Eas*t. Nerthern Ireland and Wales are by comparison very low,

For earned income as a whole on the other hand Scotland is very low on
tne lis*, approxinately equal to tne South West and exceeding only
Northern Ireland.

In view of Scotland's wvery low properly income in Tatle III
property income per person essessed is not nearly as low as might be
expected. This would appear tu indizate that the predominant reason
for the low wnwroperty income is the absence of pravate houses to rent
rather than a low income per .mit of property.

Income from interest aand dividends per person assess=d .s
relatively high in Scotland, exceeding all regions except London and the
South East, the Southern and the South Wesl. Wales is the lowesw.

This would seem to imply thnat Scotland's high investment income is
asscociated with a high income per person receiving it rather than a much

higher propertion of people receiving investment income than in other
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regionsa. The same applies to the other regions with high investment
income. In Scotland, for example, the number of cases assessed for
inland revenue parposes under interest and dividends was below ten per
cent of the United Kingdom total. Likewise the low investment inccne
in Wales seems to be associated with & low income per perssn receiving
it rather than a smaller propertion of the population having any
investment income.

As a result of this high investment income, Scotlandis total
income per person assessed (including earn=d and investment income) ig
only slightly below Wales, but it is etill the lowest income per person
assegsed after Northern Ireland.

Conclusion.

The general picture which emerges from these calculations is
that Scotland is cne of the less well off regions in that total personsal
income per head of population is below average; but it is better than
four other regions. In terms of earned income it doesg less well and
earned income per employee is lowest after Northern Ireland and the South
West. Propervy income per head is the lowest of all; but investment
income is ccmparatively high,

0f the other regions London ard the South-East is better off
than the others on almost every count and Northern Ireland worse off. The
Midiend region has a high earned income, but orly a moasrate investment
incomes the South~West has a high investment income but a low earned
income, Wales has a high earned income per employee, but because of low
activity rates, a low earned income per head of %total population. The
figures show that the characteristics of the regions differ ccnsiderably
and sometimes surprisingly. It would be most interesting if at some
future date each region’s net income from other regions aand abroad could
be calculated to show the relative importance of interregional flowss
it would be valuable too if the figures presented here could be compared

with estimates of regional gross domestic product.




Personal Incore by Regions 1959/60

TABLE T

£m,
Profits &
- . , ... Interest & Net Farned Net Investment As a
Prof. 3. Salaries Wages  Properiy D vi dends Tncome Tnoone eo_gﬁ % of T.K.

Lenicn & E.East 278 1391 1519 67 384 3510 383 3893 27.0
Eastem 86 196 462 15 61 805 64 869 6.0
guthern 67 178 360 15 87 663 89 752 5,2
South West 89 176 357 16 31 661 84 745 5.2
Hdland 93 313 812 17 T4 1327 ™ 1402 9.7
Jorth Midland 78 204 545 14 53 912 55 967 6,7
Herth West 127 434 911 24 103 1664 105 1769 12.3
E.& W.Riding 82 248 638 14 66 1070 67 1137 7.9
Northern 65 150 472 10 39 735 41 776 54
England 966 3288 6053 191 947 11347 963 12310 85.3
Wales 63 118 355 9 30 576 33 - 609 4,2
Scotland 130 285 658 9 104 1157 101 1258 8.7
W.Ireland %2 68 114 4 16 233 17 249 1.7
Tnited Kingdom 1190 3690 7181 213 1098 13313 1113 14426 100
Seaman

Public Dept. 1.3 381 296 11 70 837 71 907 6.3

Forces

Wote: Seamen, public departments ad focrcee are excluded from the regional and national figures.

Source:105th Report of the Commissioners of Her Majesty!s Inland Revenue, Cmnd.1906




et Farned Income et Investment Income TOTAL

£ Index £ Index £ Tndex.
London & South-East 318.4 124.3 3447 162,1 353,11 127.2
Eastern Region 224.,9 87.8 17.7 82.7 242.7  8T7.5
Southern Region 242.0 945 32.4 151.4 274.5  98.9
South~West 197.8 T7.2 25.1 117.% 222,9  80.3
Midland Region 285.9 111.6 16.2 5.7 302,2 2C8.9
North Midland Region 256,2  100.0 15.4 72.0 271.6  97.9
North-West 255.7 99.8 16,2 5.7 271.9 98,0
Bast & West Ridings 257.8  100.7 16,1 75,2 274.0 98,7
Northern Region 228,2 89,1 12,7 59.3 240.9 86.8
Wales 219.6 85,7 12.5 5844 232.1 83,6
Scotland 222.8 37.0 19,5 21.1 242.2  87.3
Northern Ireland 165.3 64.5 11.9 55.6 177.1  €3,8
England 265.3  10%,6 22.5 105.1 287.9 103.7
United Kingdom 256,1  100.0 21.4 100,0 277.5 100.0
Notess All income figures exclude income accruing to civil servents,

Sources

TABL# IT

Income Per Head of Total Population 1959/60

VI

——iy

seamen or the armed forces, It was not possible to exclude these

groups from the population figures.

Income is net of deductions as defined by the Inland Revenue,

-Cmmd.1906 and Annual Abstract of Statistics 1962,
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TABLE TIT

Types of Income per head of Total Population

1959/60

£ per head
Profiss &
Professional Property Interest &
Barnings Salaries Wages Income Dividends,
London &
South-East 25.2 126.1 1377 6.1 34.7
Fastern Region 23.9 54..7 128.9 4,1 19.0
Southern Region 24.3% 64.8 131,2 5.5 31.5
South~est 26.5 52.5 100.7 4.6 24,3
Midland Region 20.1 67.5 175.0 3.6 16.0
' North Midland
Region 22,0 57.4 153.1 3.8 14T
North-West 19.6 66.7 1%39.9 3.7 15.8
Bast & West
Ridings 19.8 59.7 153.6 343 15.9
' Northein Region 20.3% 46,5 146,.5 3.1 12.2
| Wales 24.1 44.8 135.4 3.5 11,6
Scotland 24.9 5449 | 126.7 1.7 20,0
Northern Ireland 22,6 48,3 8l.1 2.7 11.4
England 22,6 76.9 141.6 4.5 22,
United Kingdom 22.9 T1.0 238.1 4.1 21.1

Notes Incoue above is unot net of deductions as defined bv Inland Revenue,
The figures are therefore not exactly comparable with those in Table IT.
Income excludes all payments aczcruing to Civil Servants, Seamen and Armed
Forces.,

Sources Cmd,1906 and Annual Abstract of Statistics 1962.



London & S.Bast
Hastern
Southern

South West
Midland

North Midland
North West

B.& W.Ridings

Worthern

Wales
Scotland
N.Ireland
Engiand

United Kingdom

TABLE IV

Relative Importance of Salaries, Property &

Investment Income.

Salaries as % of

Net Barned Income

Property as % of

Net Investment Income

Vi

Wet Investment
Ircome as % of
Total.

39.6
24.3
26.8
26,6
23,6
22.4
26,1
°3.2

20.4

20.5
24.6
29,2

30.1

27.7

17.5
23.4
16.9
19,0
£2.6
23.4
22,9
20.9
24,4
27.3

8.9
2%,6
19,5

19.1

9.8
7.3
11.8
11.2
5e4
5.7
6.0
5.9
53
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TABLE V

vI

Activity Rates & Unemployment By Regionsg (1959)

Labour Force(l)

Activity Rates TFex Cent(z) Unemployment

Region mid 1959 mid 1959 per cent
Dec, 1959
'000s MATES FELIALES

fomton 1300 A s
Midland 2,145 82,1 40,7 1.0
E.& W.Ridings 1,847 80.2 37,8 1.5
North West 2,965 79.8 41,3 2.2
UNITED KINGDOM 22,346 T7.0 372 2.0
Northeru 1,298 T7.0 31.1 343
North Midland 1,500 76.7 %24.8 1.3
South West 1,217 66.5 29.6 2,2
Scotland 2,145 7645 36.6 4,3
Wales 951 69.4 26.2 3.3
Northern Ireland 476 63,0 33.3 7ol

(1)Insured employees only, excluding self euwployed and Armed Forces.

(2)Insured employees as percentage of total population over 15 years of age.

Sources: Ministry of Latour Gazette 1950
Annual Reports of the Registrar General.




TABLE VI

INCOME PER EMPLOYRE

Wages & Salaries

£ per Insured Employee Index
Londor. & South-HEast 55%.2 110.1
Eastern Region 538.5 107.1
Southern Regien
South West £%8.8 87.%
Midland Regi.on 53%.9 106.2
N, Midland Region 508.8 101.2
Nortb-West 467,77 93.1
B, & W. Ridings 487.1 96.9
Northern Region 495.2 98.5
Wales 511.9 101.9
Scotland 451,.2 €9.8
N. Ireland 417.4 83.0
England 513.8 192.2
Tnited Kingdom 502.6 100

Wote: Neither Income nor empleyees from National Government Services
and Sea Trangport are included.

Source: Cmrd 1906.
Ministry of Labour Gazette,
Digest of Scottish Statistics.
Digest of Welsh Statistics.
Digest of Statistics (Noxthern Ireland).




TABLE VIT

Tncome per Perscn Assessed for Tax

£ per assessment.

VI

Profits & Net Net Total

Prefessional Interest & FEarned Inwestment net

Bornings Property Dividends Income Income Inccme
London &
South~East 850.7 44.0 407.2 745.3 417.0 8l1.8
Eastern Region 72€.8 35.9 286.7 673.8 295.1 T15.6
Southern Region  730.6 39,4 390.1 66%.9 394.7 732,93
South--West 688.9 379 3%1.,0 629.5 %3644 690.5
Midland Region 745.2 29.0 23%5.0 T17.2 2737 751.7
N.Midlend Region 7T705.2 29.7 205.9 683.1 233.9 78,1
North West 698,2 29.5 2%9,6 67%.0 246.2 708.5
E.& W.Ridings TL4.9 27.0 227.6 675.3 %61.9 T11.5
Northern Region  7T50.7 %0.0 206.0 655.4 240,0 686.0
Wales 635.1 26.9 196.7 649.3 195.7 6784
Scotland 840.9 27.3 30%.1 628.7 368.8 674.6
N.Ireland 52744 31.0 25%.9 566.8 235.9 600.2
England 748.2 34.5 305.1 695.4 317.3 TA%H T
United Kingdom T42.L 3%.2 295.8 684.2 308.1 7317

Sourcet Cm.d 1906.




CHAPTER SEVEN

Personal Income in the Main Regions and Counties of Scotland.

Previous chapters have been concerned with income in
Scotland as a whole; tut the distribution of income within Scotland
is also of considerable interest., The economic performance cf
different areas in Scotland tends, most commonly, to be thought of
in terms of unemployment percentages, simply pecause thege are the
statistics most readily obtained., But figures for income by counties
give a Cifferent and rather revealing picture of the pattern of
prosperity.,

The analysis of income withir Scotland presented here is
based on the income surveys of the Commissioners of Inland Revenue, as
was the regivnal analysis in the last chapter.(1> Since 1950
these surveys have been made approximately every five years; but the most
recent report contains more detailed information than its predecessers,
and it is on it that the analysis of this chapter is based. The Inland
Hevenue report gives figures for Scotland both by regions and by counties.
The regional analysis, whichdiVideSScotland into the Clydeside
conurbation, the North and South, gives rather more detailed information
than the county analysis. Moreover, even the county analysis brackets a
large number of the countles together, since the numbers involved are
too small to make separate presentation possible.

Income by Region

The figures for the three main regions are presented in
Table I, The Clydeside csnurbtation is as defined in the reports of the
Registrar-General for Scotland; it includes Glasgow and parts of
Lanarkshire, Renfyewshire and Dumbartonshire.(z) Souph Scotland
comprises the remainder »f the mainlend counties south of Stirling
including Edinburghj and north Scotland includes all the remainder.
The assessments are made in relation to a person!s place of work not

his residence and the figures show all formg of personal income

1)105th Report, Cmnd,1906, sp.cit.,

2)Ibidem,%.p.36 and Annual Report of the Registrar-General for Scotland
1959, NWo.1l05 p.43
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accruing to people in the regions defined in this way. As in the
last chapter the figures refer to income received not income
generated in the regionss this difference may be substantial
especially for income from investments.

The figures for total personal income show that Clydeside
has the largest income of the three regions. Investment income,
however, is low and plays a proportionately smaller part in the total,
Indeed, whereas investment income accounts for about 10 per cent of
the total personal income in the South and 9 per cent in the North,
in Clydeside it accounts for less than 6 per cent. To some extent
this is due to the low personal income from property in Clydeside
which is less than half the figure for either of the other two regions;
but the income from interest and dividends is also markedly lower.
Property income no doubt reflects the high proportion of lacal authoritieg'
housing and the low level of rents in Clydeside, In consequence of
this, the percentage of privately owned housing is likely to be small
and the personal income arising from it low.

Considering that Clydeside is predominantly an urban area while
the other two are to & much greater extent rural, it may be thought
that this difference in the role of property income is to be expected.
But the comparisons made in the lagt chapter showed that some British
regiong which were predominantly urban had property incomes which
formed a much larger propottion of total income ﬁggu %%x?%zz'of the
Scottish regions. Por example, in no English region, Wales or
Northern Ireland did property income fall below 1 per cent of total
personal incomes in many regions it was nearer 2 per cent, Yet in
Scotland only in the North does property income approximate to 1 per
cent of the total.,

The figures for earned income show a different pattern,
Clydeside has by far the largest total of both wages and salaries.

But in profits and professional earnings the North has the largest




VII ~ 3

total and Clydeside the lowest. Salaries form the highest pron~-Jion

of net earned income in Clydeside, 28 per cent, as against 25 per

cent in the South and 20 per cent in the North., No doubt the high
profits and professional earnings in the North reflect the large

part played by agriculture, the tourist trade and fishing., In all

of these industries income from self~employment which is assessed under
profits and professional earnings, plays an important part.

The figures for income per head of totel population show
(1ydeside to be better off than +he cther two regions. However, this
result must be accepted with some caution, since the povulation figures
a1e based on place of regidence, while the income figures are assessed
by place of work, as already stated. Consequently, if a large numbev
of people travel into the Clydeside region to work, this could upsewc
the reliability of the figures and cause (lydeside to have an
apparent]yhig?eriaoome per head than was Jjustified. The C.ydeside
region is of course defined to include the bulk of the towns fiom
which commuters regualarly travel; but no doubt a certain amount of
error is still bound to arise in this way.

As might be expected from the figures already outlined,
investment income per head is much higher in both the North and the
South than in Clydeside, while earmed income per nead is higher in
Clydeside, Salaries and wages per head are again hLigher in Clyueside and
profits and professional earnings are highest in the North. The
differerce between Clydeside and the North in both salaries and profits
and professional earnings per head are very marked.

The last part of Table I gives income divided by the total
number of cases assessed for tax. This is not subject to the
difference of definition between residence and work which is dnvolved
when estimating income per head of total population. But the number
of cases assessed for tax corresponds nelther to the total population nor
the working population, since husbands and wives are commonly assessed
together, Broadly speaking the regional pattern is the same as for
income per head of total population except that total income per person

assessed is slightly higher for the South than for Clydeside., This
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contradicts the pattern found by taking income per head of total
population., The reagson for this is that the number of cases
assessed farm a higher proportion of total population in Clydeside
than in the other two regions. Most probably this reflects a higher
working population as a percentage of the total. This probably
results from a more favourable age digtribution of the population
or a lavger proportion of the women in employment. But if commuters
from outside Clydeside formed an important element this could also
explain the difference, Unfortuasately it is quite impossible to
assess the importance of this. It would be very mpuch more satisfactory
to be able to derive income per head of the working population and compare
this with income per head of total population, But in the absence of
figures for working population in 1959 this again is impossible.

The conclusions which emerge are therefore as follows:
Clydeside has easily the highest income from employment, bat income
from irvestnents including property is much lower than for either of
the other two regions; income from self-employment, profits and
professional earningsis highest in the North and lowest in Clydeside,
The figures for total personal income per head show Clydeside 11
ver cent above the Scottish average, the South 3 per cent below and
the North 8 per cent below, but owing to definitional differences in
population and income figures these results cannot be accented with
full confidence. Income per pergon assessed is slightly lower in
Clydeside than in the South and lowest in the Norih. It seems
likely that a higher proportion of the total population may be in
enployment in Clydeside than in either of the other regions. Therefore,
altheugh income per head of #ctal populasion is highest in Clydeside,
this may not reflect a higher income per head of working population,

but rather a higher participation of total population in employment.
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Income by Counties

The figures for income by counties in the Inland
Revenue reports are rather less detailed than those for regions,
Moreover, scme of the counties were grouped together hecause the
numbers involved were so small. As a result all of tne northern
counties including the northern islands have to b= taken together.

The sume applies to & numbexr of southern counvies and certain others,
In deriving figures for income per hirad of total population, the sam
problems of definition arise as occurrced in the previcus section.
Income is assessed saccording to place of work while population is
defined according to residence. If a large proportion of people
lived in one county and worked in another, therefore,this could
geriously undermine the reliability of the figures, It was thought
that this yroblem was unlikely to assume serious proportiuns ercept
in the case of Dumbarton, Renfrew anc Lanaik, which contain tne
Clydeside conurbation and are therefore shown combined as well as
separately,

The figures for total income per head show a wide range
from West Lothian which is the poorest to Renfrew which is the richest.
If Renfrew is discounted as baing part of the Clydeside conurbation,
then Midlouthian is the richest county, West Lethian does badly on
all comnts. It has a very low income from employment per head of total

, population, exceeding only the northern group and Argyll and Butej;
it has the lowest profits and professicnal earnings and by far the
lowest income from investmert. Total income per head is only 65%
of the Scottish level. The northern group, which is the next poorest,
have a high income from profits and professional earnings and a modest
income from investments total income is 75% of the Scottish level.
Argyll and Bute which like the northern group has an extremely low
income from employment redeems this to some extent by having the second

highest investment income per head and a high income from profits and

o
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professional earnings. Aberdeen, Banff, Moray and Nairn, which in
terms of total income per head are not much better than Argyll and Bwte,
have & higher income from employment but a lower investment income.

The distribution between income from employment and
prosits and pvofessional esarnings naturally reflects the predominant
occupations in each county. A low income from employwent, therefore,
does not necessarily point to a low income per employee; quite
pogsibly it indicates a low proportion of empioyees and a high
proportion of self~emplcyed who are cssessed under profits and
professional earnings, Those counties where agricultuvrsz, the tourist
trade and fishing play a large part fall intc this category. It is
therefore interesting to note that in almost all the counties where
emplcyment income is low,income from profits and professional earnings
is high, The most important exception to this rule is West Lothian,

Approximately half of the counties or groups of counties
have a total income per head which is between 90 and 100 per cant
of the Scottish level. Once again they vary from Perth, the Berwick
grovp and the Dumfries group, which have a fairly low income from
employment but high income from investment and profits and professional
earnings, to Stirling, Fife, Clackmamnan and Kinross, and Ayr which have
higher employment incomes but lower incnmes from other sources.

The counties where tontal income per head exceeds the
Scottish average are the Clydeside group, Angus and Kincardine, and
Midlethian, The combined Clydeside counties with income per head 4
per cent above the Scottish average have a very high income from
employment; but income from investment and profits and professional
earnings are both substartially below the Scottish average., Angus and
Kincardine, on the other hand, have a high income from irvestment
and profits and professional earnings, though not as high as counties
like Perth or Argyll and Rute; bub income from employment is below the
national average. Indeed the reason that Angus and Kincardine have a

total income per head above the Scottish average is that they combine
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a moderate income from employment, similar to Ayr or Pife with a
reasonably good income from investment and profits. Other counties
nay be as good or bebtter under each category of income but do not
have such a good all round result,

WAdlathian has an eutstandingly high income from
employment per head, one of the highest investment incomes and
an income from profits and professional earnings which is not far
from the average. The high total income per head is therefore the
1esult of a good or outstanding ncore under each category Just as
West Lothiaa's low income went with a low income under ~ll categories.

Another feature shown in Table II which is worthy of
attention is the remarkably high promortion of Scottish total income
which 1s accouated for by Clydeside, It will be seen that Lanarkshire
accounts for 32 per cent of all Scottish personal income, while Lanark,
Renfrew and Dumbarton combined, make vp 43 per cent. This is a very
high proportion of the total and it illustrates the remarkable extent to
wvhich (lydeside dominates the Scottish economy. Indeed Clydeside
is of mors importance to the Scottish econcmy than Londoi and the
South Hast region, with 27 ser cent of United Kingdom income, is 4o ino
country as a whole.

Te many people some of the results of this survey may
seem surprising. Probably most people if asked would assume that the
Highlands couaties were the poorest in Scotland, and few would
think of w» i Lothian. Possibly if the northern group could be split
up one of them would turn out to have the lowest income. 1In some
measure this may be the consaquence of assessing personal income

accruing to people in cach county rather than income arising within

each county. Admittedly West Lothian would probably have a low income
on almost aiyy basis. But the relatively good position of meny other
counties is the result of a high investment income. One may assume
that much of this investment income is earned on assets held outside
the county and that in meny cases the income flowing into the county

in this way exceeds the outflow 40 gxternal owners of ascets
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held within the county. One cannot be certain of this, sinc=e

some of the Highland counties have a substantial income from
distilling which flows to sharehelders outside the county. But

it is probable thas an estimate of income arising within the county
would show such counties as Perth, Argyll ard Bute, the Berwick
group and the Dumfries group in a less faveurable light. Since
there are no suitable statistics available, it is unfertunately
impessible even to guess at the pattern which might emerge if

income could be defined as domestic incomej bul it would maeke a
mest interesting comvarisen with the figuces presented in this chapter.
A recent study of Irish county income shows that personal income
accruing to residents is in many cases much higher than income
arising within the counties.(l) In some cases personal income
exceeded income arising by as much ag 30 er 40 per cent. No doubt
similar differences would be found to apply to the Scottish comnties

if the comparisons could be made.

(1) It is intersgting to compare the county figures in this chapter
with those for the Irish Republic (see BE.A.Attwood and R.C.Geary,
Irish County Incomes in 1960, Economic Research [nstitute, Dublin,
paper ne,16)., The Irish figures are mot strictly comperable since
personal income in *this study includes income not covered by the
British Inland Revenue, but it is noteworthy that tetal persenal
income per head ranges from £231 in County Dublin to £153 in Counties
Mayo and Denegal.




vl

TABLE T

Personal Income in the Main Regions of Scotland

Salaries  Tages Profits & Frofessional Pruperty Interes® & Net mmw%m% Net Hﬁ4mmﬁa%wm (1)
- Farnings. Dividends Income Incene TOTAL
£ million
mooﬁwmb@mmv 285.1 658.0 129.5 8.9 10%.,9 1,156.7 101.0 1,257.7
Clydeside 126,9 263.8 34,6 1.6 2849 457.2 27.5 484.7
Seuth 83.4 187.6 38,9 3¢5 37.6 333.6 36,7 37Ce3
North 14,8 206,6 5640 349 373 365.8 36.8 402.6
£ per head of total populatien
mooﬁwmﬁgﬁmv 54.9 126.7 24,9 1.7 20.0 222,8 19,5 242.2
(lydeside 70.6 146.7 19,2 0.9 16.1 254,2 15,3 269.5
Seuth 52.7 118.5 24.6 2.2 23.8 210.8 23.2 234..0
North 41.3 114.1 30.9 2.2 20.7 202,0 20,3 222,3
£ per case of total tax mmmmmmsmsdm.ﬁwv
mco&HmﬁmﬁmV 152.8 352.8 69.4 4.8 55.7 620.3 54,2 67444
Clydeside 177.8 369.7 48,4 2.2 40.5 640.7 38.5 679.2
South 153.8 546.0 T1.7 6.5 69.3 615.3 67.7 683.0
North 122.8 559.2 92.0 6.4 61.5 600.6 6C.4 661.1

Notes 1. The last three coclums are net of deductions as lefined by the Inland Revenue.

2. The Clydeside conurbation comprises parts of Lanarkshire, Dunbartonshire and Renfrewshire making an estimated population in 1959
of, 1,798.464. South Scotland comprises the remainder of the mainland South of Stirlingshire including Edinburgh, with a total
populatior of 1,582,525 in 1959. North Scotland includes all the remainder and ha a total population of 1,810,671 in 1959.

3. Tntal cases assessed for tex are those shown for net total persunal income in the Inland Revenue Report.

Sources: 105th Report of the Commiscioners of Her Majesty's Inland Revenue., Annual Report of the Registrar-Genersl for Scotland 1959.
No.105.




TABLE IT

Pergonal Income per Head of Total FPopuviation by Cownties

Income from Irofits & Professionel Income from  TCTAL % of Total
Emoloyment Earnings Investment Net Inccuc Index Scottish Income

Caithness,Inverness, £ per head
Orimey, Ross & Cromarty,
Sutherland & Zetland 116.9 39.7 15.5 180.8 T4.T 3,1
Argyll & Bute 117.4 41,0 32.5 200.9 83,0 1.1
Averdeen,Banff,Moray &
Yairn 142.7 41,8 19.4 216,0 89.2 Ted
Ingus & Kincardine 174.0 29,2 26,8 253,6 104.7 6.2
Perth 147.3 41.2 37,2 23%6,9 97.8 2.4
Stirling 193.7 18.0 13.4 238.0 93.3 3.7
Fife 176.9 19.7 14.8 219.4 90.6 5.7
Clackmannan & Kinross 188.3 18,6 14.4 240,0 99.1 0.9
Midlothian 220.3 23,5 31,1 289.7 119.6 13.3
West Lothian 133.@ 11.7 4.3 157.5 65,9 1.2
Berwick,EBast Lothian,Peebles,
Roxburgh & Selkirk 134.5 43,1 29.6 22%.4 92.2 2.8
Dumfries,Kirkeudbright &
Wigtown 140.3 44.6 29,3 226.8 93.6 2.7
Ayr 176.0 24.4 19.8 231.6 95.6 6.3
Dunbarton 181.8 12,7 16,1 223.5 92.3 3,2
Renfrew 240.1 20.2 20.0 296,1 122,.2 7.9
Lanark 202.2 18.0 13,5 247.0 102.0 3249
Dunbarton.Lanark,Renfrew

Combined 206.5 17.9 14.7 252.7 104.3 43,2
Scotland 184.4 24.9 19.5 242.2 100 100

Sources:105th Report of the Commiissioners of Her Majesty!s Inland Revenue,
Annual Report of the Registrar-General for Scotland 1959,F0.105.




CHAPTER EIGHT
CONSUMERS ! EXPENDITURE IN THE STANDARD BREGIONS.

Informgtion on expenditure by regions during the peridi
with which this book is concerned is far less adequate than one
would wish., Ideally it should be possible to compile estimates
of gross national product from the expenditure side to compare with
those built up by the income and product methods., To prepare an
integrated set of accounts such as this is, however, impossible with
the data presently available. One therefore has to be content with a
survey of corsumers'expenditure.

Deteils of oconsumers! expenditure are available from the
sample surveys of the Ministry of Labour.(l) It is on these
reports that the present chapter is based; but the analyéis hag to be
confined to 1955/54 and 1961/62, the only years for which regional
figures were published.

Table I glves the results for 1953/54, expenditure per
head being expressed as a percentage of the United Kingdom level.
Perhaps the most important determinants ef the pattern of expenditure
are ‘the level of income, the distribution of income and the size of
household, In Northern Ireland's casgse, the high proportion of the
population dependent en agriculture for a livelihood probably also
has a considerable effect on the pattern of expenditure, especially
ag regards housing and food.

The pattern of expenditure differs considerably between
regions, but in most cases it is difficult to attribute the differences
to any one of the above factors. In particular it did not seenm
pessible to distinguish any clearly defined pattern which applied to
the low income regions ag distinet from that which prevailed in the
remainder.

The figures show that Scotland and Northern Ireland both

have a low expenditure on heusing, alooholic drink and durable goods.

o o o s T i 4 v P S Sl e P . O 0 PRSP e

(I)Repart of an Enquiry into Household Expendlture in 1953/54, HMS0,1957.,
Family “xpenditure Survey: Report for 1962, HMSO,1963.
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Ycotland has a high level of expenditure on tobacco, while
Northern Ireland has high expenditure on fuel and light and
clothing, BSome of these figures are clearly related to the size of
households, vwhich are above the nationai average in both regions,
especially in Northern Ireland, ¥or example, the high expenditure
on clothing in Northern Ireland is probably associated vith the high
proportion of children, But even if expenditure is taken per
household the outlay on housing and alcoholic drink still seems to
be very low., On this basis Scottish expenditure on housing comes to
76,9 per cent of the United Kingdom level and Northern Irish to T3.2.
For alcoholic drink the figures are 04.3 and 64.4 per cent respectively.
Other regions which were shown to have low incomes in
Chapter VI have very diffewent expenditure patterns, The South~West
has, like Scotland, a low expenditure on alcchulic drink and durable
gonds, bulb expenditure on housing is high. Wales has a remarkably’
high expenditure on durable goods which may perhaps coincide with
sone temnorary sitvation such as the spread of television transmission
at the time the survey was taken, Neither is any set pattern
apparent fr the regions with high income. ILondon and the South-~Bast
has high expenditure on hcusing, on services and on transport., But
the Midland and North Midland reglong both show exceptionally high
expenditure on alcoholic drink.
The income tax Ligures reveal wide differences between
the regions, Contributions to income tax will depend partly on the
level of income and partly on its distribution, the existence of a
few supertax payers offsetting the low tax payments which would result
from incomes which were below average inthe rest of the region.
The figures show that Northern Ireland snd Se¢otland both have income
tax burdens which are well below the naticnal average. By comparison
Iondon and the South-East and the Midland region make large tax payments
pef head. Some of the other results are, however, quite unexpected.
The highest tax burden of all is apparently in the South Western

region,which has a comparatively low income (See Chapter VI Table IT)j
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and the Southern region which has a high income has a tax burden
which is lower than Scotlend. The Soutn West certainly has a bigh
investment income and therefore presumably has?high proportion of
super tax payments, hut the same is trieof the Southern region,
One would clearly need to have wmuch more information about this before
being able to offer any explanation.

The figures for total expenditure show London and the
South-East, the East and West Ridings, the North Weet and Wales to
have expenditure per head above the natimal average. The lowest
levels of expenditure are those for Scotland. the Worthern Region and
Northern Ireland. The regional pattern of expenditure mey differ
congsiderably from +that of incone owing to differences in the burden
of taxation and in regicmal propensities to save, But even
allowing for this the pattern of expenditure d.ffers substantially from
that gshown by the personal income figures in Chapter VI, Since the
income figures refer to 1959/60, one obviously canact attach any
significance to small differences in the proportions. But in
Northern Treland personal income was only 63.8 per cent of the United
Kingdow figure; and outlay, ineluding income tax and national
insurence came to 85.1 per cent. In Wales income was 83,6 per cent
and outlay is 100.5 per cent. The South West and the Eastern
regions likewise have outlays which as a proportion of the United
Kingdom level greatly exceed the income proportion. The only regiongs
where the income proportion exceeds the outlay proportion are London
and the South East, the Southern region and the Midland region.

This result is perhaps not wnexpected, since these were the three regions
with the highest income per head according to the 1959/60 figures of
the Tnland Revenue Survey,

Various items of saving were included in the survey under
other items recorded; but the pattern is not consistent with what one
would expect from examining income and expenditure. According to these
figures such savings were above the national average in London and

the South East, the North West and the South Weasts Wales Scotland and




VIII - 4

Northern Ireland hnd the lowest figures, It seems likely that

thege figures do not represent all savings and that they include

the purchase of various types of investment which are made possible
by the sale of other investments, as well as those which represent

a net saving out of income, It would seem unwise therefore to
accept these figures as illustrating differences in the propensity to
gsave ag between regions.

The expenditure figures for 1961762 (see Tlables IT and III)
are less satisfactory than those for 1953/54 in that the English
regions are tak%en in groupdand some of thelr more ilnteresting
characteristics are therefore concealed, Unfortunately no figures
were published for Northern Ireland since the sample was too emedl to
give meaningful results,. On the other hand tiic suivey did previde
income figures which could be compared with those for expenditure.

As regards the pattern of expenditure ,the figures show
that in 1961/62 Scotland still had a low expenditure per head on
housing,alcoholic drink and durable goods, but those figures are not
8o far below the national average as in 1953/54, On the other hand
expenditure on transport, which was almost up to the national average
in 1955/54, has fallen much further behind, Tobacco expenditure
is still the highest of any region.

The Welsh figures show a remarkable change from 1955/54. In
_particular the very high expenditure per head on durable goods in
the earlier year has now fallen to a level which is only 84 pei cent
of the figure for Great Britain., Total expenditure is now more in
line with the income level and it seemg likely, therefore, that the
1953/54 figures were exceptional.

The main purpose of comparing the expenditure figures with
those for income is to try to get some indication of savings in the
regions, Income as defined in the survey includes state benefits and
allowancess it is therefore not directly comparable with personal income

as defined by the Inland Revenue and analysed in Chapter VI, Disposable




income can be obtained by subtracting payments wade to income

tax and national insurance contributions from the income figures in
the survey, It should then be possible tc estimate savings by
subtracting total expenditure from disposable income. Unfortunately
it was impossible to have very much faith in this procedure since

both the income and expenditure figures may be subject to a margin

of error which would make the estimation of savings as a residual
highly inaccurate. Moreover,it appeared that for every region total
expenditure plus ‘othef recorded items! exceeded the figure for

(L)

40/— a week in London and the South Bast to 16/~ for Scotland and 12/—

disposable income. The difference ranged fi2cm as much as
in the North Midland, Midland and Eastern group. If 'other recorded itemsi
are excluded, disposable income is still short of total expenditure in London
and the South East.

This is a curious result, and it shoald be noted that as showm
in this survey wvhe income per head of London and the South~Bast does not
exceed the netbnal average by nsarly as much as appeared Twron the
calculations based en personal income in Chapter VI, It seems unlikely
that the disparity can be entirely accounted for by differences in
the definitions used; and it may be that the sample used for the
expenditure survey was not large enough to give satisfactory income
figures at the regional level. If the expenditure figures of this
survey are compared with personal income based on the Inland Revenue
figures, as was done in Table I, then London and the South-East would
appear as the region with the highest propensity to save, This
situation would certainly be more likely to accord with onebl expectations.

An alternative approach is to compare disposable income per head
and expenditure per head each expressed as a proportion of the Great
Britain average. This showed that the income proportion exceeded
the expenditure proportion in the South and South West and in the

Worth Midland, Iidland and Eastern group. Londeon and the South~Bast,

(1) This is not particularly surprising if some of the payments made for
investments listed under tother recorded items! were financed by the
sale of other assets.
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Wales and Scotland all had expenditurcs per head which were
proportionately further above the British average than their
disposable incomes, For Wales and Scotland the difference was
small, but for London and the South~East it was considerable.
These figures would seem to imply that the North Midland, Midland
and Bastern group and the South and South Western group have

& higher propensity to save than the other regions and that
gubsgtantial dissavipg is probably taking place in lLondon and the
South~East, However, these results do seem rather surprising
and it would be unwise to accept these as firm cenclusions,

It is clear that a more direct methed of estimation. will have

to be used before satisfactory regional estimates of saving can be
obtained. The figure for'other items recorded'gives a
different ricture., Here London and the South-kast Las the highest
figure fellowed by the South and South-Fest ani tre Midland group.
Scotland has the lowest figure diefly because of a very low outlay
per head en house mortgage. It may be that this is closer to the
actual patvern of savings than the results which appeared from the
examination of income and expenditure. But, as explained above,
some of the investments included under this heading may be financed
from the sale of other iuvestments rather than from saving out of
income; the figures thereforg cannot be regarded as providing
satisfactory estimates/bf the regional propéhsities to save,

A comparison of these two surveys shows that over time
substantial differences in the pattern of regional expenditure may
occur, Moreover isolated surveys once in a while give a snapshet
picture which may be affected by exceptional conditions preveiling
in some of the regions at that particular time. Such conditiens
secened te apply to Wales in the earlier survey. A proper study of
expenditure by regions would therefore require the publication of

annual estimates,

et. The Ministry of Lebour

are new conducting their Family Expenditure Survey on a regular basis

and it is therefere very much to be hoped that future issues will

follew the latest editien in providing regional figures. If
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gatisfactory regional income figures could also be derived on a
yearly basis one could quite easily congtiuct integrated accounts
of personal income2 and expenditure,

The estimation of saving seems likely to preseal more
intractable problems, But there are few estimates which are of
greater interest for regional economics. There 13 much less
inter~cennection betwesn savings and investment Lo a reglon than
there is in the nation as a whole, since a large proportion of the
savings of any region are probably invested cutside, and much of the
investment expenditure taking place may be financca from cther
regions. Thus some regions may sars much more than they receive
in investment and others may save much less. This may be of much
importance for the level of economic activity in the regions:
where thereis a high propensity to save and little investment taking
place purchasing power will tend to be damped down znd the
economy may be depresgsed. It is to be hoped therefore that it
will eventually be possible to esnstruct estimates which will enabie

this question to be properly analysed.



. TABLE I
EXPENDITURE PER HEAD 1953/54 (INDEX)
Worthern E.& W.Ridings N.lestern N,.Midland Midland ZRastern L.& S.Eastern Southem S.Westermnm Wales Scotland N,Ireland.

VIII—- &

United Kingdom = 100

louging 82,1 91.5 102.5 91,3 88.9 103.0 135,2 103, 5 103.7 88.9 T4e5 60.5
wel,light 75.5 89.9 1C4.7 91,0 95.3 107.9 113,.5 120.7 103.2 95,1 96,6 1023
‘ood 95.9 99.6 100,8 99.3 101.0 Te5 105.4 93.6 95.2 102,9 96.7 86.4
1coholic

rink 102.6 114.2 104 9 124,9 126.8 90.3 98,1 91.9 8.6 96.8 81.6 53.4
nbacco 103.2 100. % 1) 103 = 97.2 G4 G e7.7 99.8 87.0 89.5 103.8 111.5 93.9
1othing ste. 84.9 132,60 G6.% 02,7 2.0 91.3 96.1 83.1 85.2 117.5 9T.7T 130.8
urable

00ds 102.6 110.2 101-6 116.9 104.,2 84.9 105.3 89.8 5.5 123.,5 73.6 T4.9
ther CGoods 66.0 95.8 100,0 104.9 102,2 109.6 113.5 110.4 104.9 93.9 84.9 69.5
ranspostebe 63.C G242 96,0 88.6 114.2 99.1 119,0 100,0 98,1 86.2 93.3 T7.1
ervices 85.2 94.0 110.1 89.7 89.0 106.7 122.4 98,5 101.5 89.8 88.8 81.8
'otal

xpenditure _89.8 102.2 101.5 99.3 99.1 97.8 110.0 95.6 94,4 101,1 92,3 86.8
[(ncome Tax 92,2 89.3 .6 109.

lat.Tns,, 0504 1002 pww,w ww.m wwm.w Hmw.w 109.8 777 130.3 85.0 78,0 32.7
ther Hﬁmmm . ; 97.5 94.6 99.2 1¢2.5  99.2 97.9
‘ecorded 81.2 84.9 106.8 97.0 92.4 93.1 148.4 86,7 1€5.6 T8.7 T0.2 36,7
UTLAY 90.0 101.7 101.2 99.6 29.5 98.9 109.7 94,9 95.8 100.5 91,9 85.1
Expenditure +

Income Tax &

National Insurance)

ERSONAT: INCOME

1959/60)  86.8 98,7 98,0 97.9 108.9 87.5 127.2 98.9 80.3% 83,6 8743 63.8
‘ersons per

ousehold 3,29 3,05 3,17 3,18 3.28 3.14 3,04 3,24 3.10 3,15 3.28 3,84

ource: Report of an BEnguiry into Household Expenditure in Hmmm\mfmﬁmo.wmmq.

| For Personal Income see Chapter VI,,Table IT.

_Hwoupm person in the sample spent £1.903 sn one item during the period.

2)Include mortgage payments,lif: assvrance, contributions to pensions end other insurance and to holidays, savings clubs, purchase of
mmémmomﬁﬁ..mu..omamm.onwﬁmwmdmﬁ.ﬁsm.




CHAPTER NINE IX - 1
INVESTMENT TN SCOTLAND AND OTHTR LBGIONS OF THE UNITED KINGDQM .

Figures for investment in Scotland are uwnfortunately far
from adequate., In fact it is impossible to get a satisfactory
estimate of total investment in the Scottish economy. For
certain industries, particularly transport, distribution and
finance, no regional figures exist, and an attempt to produce them
would raise conceptual as well as practical difficulties. TWith
ships and airlines, for instance, it wouid be difficult to decide
how to apportion regional estimates even if sufficiently detailed
figures could be cbtained. In the Welsh study estimates for these
industries sometimes had to be derived by assuming the proportion
of investment in the region to be the same as the region's share of
the United Kingdom Gross Product.(l) This type of estimate seemed
unlikely to serve a useful purpose, and it was thought better to
concentrate on those sectors where reasonably reliable estimates
could be derived, even if this meant that no analysis could be made
of investment in the economy as a whole,
The parts of he economy which are most adequately covered
are those included in the Census of Productions manufacturing industry,
mining and quarrying, and gas,electricity and water, In addition
to these, certain figures can be obtained for public investment in social
capital:s roads, houses, health,etc., A considerable amount of
information on investment of this type is available from the report
of the Toothill Committee, based on the submissions of Government
departmentsgz)
The investment figures for manufacturing industry as derived
from the Censuses of Production are shown in Table I. A number
of adjustments have been made to the Census figures to get comparable
estimates for the whole period. The figures for Scotland and Wales

used (5)
in 1952 and 1953 are weak and should be . with cautien,

o 97 P P S S R ke e . St S S s o R S Y P . S B

(1)The Social Accounts of the Welsh Economy, (ed.)Edward Nevin,University of
Wales Press.
(2)Report of the Committee of Enquiry on the Scottish Economy(Scottish
Cowncil), Nov.1961.Chapter IV.
(3)The methods used for the comstruction of this table are explained in
’ the Appendix,




Moreover the figures in the Census do nct include new firms or
establishments setting up but not yet in actual production.

It will be seen that the Scottish figure fluctuafes between
7.3 and 9.3 per cent of the United Kingdom total, showing perhaps
a slight tendency to fall as a proportior of the Tnited Kingdom
during periods of recession. The average for the period is 8,2
per cent. An interesting feature of this table is that the
Welsh figure for investment is almost asg high as the Scottish
figure and in one year, 1954, is actually higher. In relaiion
to the size of the Welsh economy the amount ¢f investment is very
high, and as will be sgeen this has some connection with the
industrial structure of Wales.

Table II gives an index of investment at 1954 prices.
It is clear from this that investment in real terms has increased
gubstantially during the period in all the countries listed in the
table. It is a characteristic of investment, however, that it
flvctuates zonsiderably from year to year. TFor this reason the
increase a3 measured over an arbitrary period may be misleading if the
base year happens to be good in one country and bad in another.
In the period 1951~54 much the most rapid increase took place win Wales,
but this was nearly all accounted for in 1954 itself. In the other
countries the growbth of investment took place at similar rates:
the increase in the United Kingdom being somewhat faster than
in Scotland and Noxthern Ireland. In the period: 1954~60 the roles
are reverseds Scotland aud Northern Ireland are now the areas showing
the greatest increase in investment, but for Saotland the incrcage is
particularly marked in 1960, Over the whole period the increase is
greater for Scotland, Wales and Northern Ireland than for the United
Kingdom,

In Table ITI investment is expressed ags a percentage of Gross

Domestic Product arising in manufacturing industry, except for Wales
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where Census Net Output is used.(l) This is the gross investment
ratic. This table brings out even more strongly the relative magnitude
of the invesitment taking place in Wales during the period. The average
percentage figure for Wales was 16.7 for the peried 1951-~58, which
is much higher than that achieved by any of the other three areas and
more closely comparable with the gort of investment ratios prevailing in
_Wést Germany., The United Kingdom investwent ratio, which is custemarily
regarded as low by international standards, proved to be slightly higher
than the Scottish or Ulster ratios, the latter being the lowest of
all. Another way of putting this is that the amount of investment
taking place in Scotland and Northern Ireland, was throughout te
period proportionately lower than the contribution of those areas to
the Gross Domestic Product of manufacturing industry in the United

Kingdom, Ir Wales on the other hand the smount of investment was
proportionately much higher than the contribution of Welsh manufacturing
industry te United Kingdom Gross Domestic Product.

The industrial structure of Wales does to some extent aczcount

for the high gross investment ratio,as is shown in Table IV, TIn 1958
over half of all the investment in Welsh menufacturing induser took
place in metal manufacture. In this industry Wales had approximately
28 per cent of the total investment for the United Kingdom and approximately
four times the investment talking place in Scotland, In part this
serves merely to illustrate the predominance of the steel industry in
Wales, but it should be noted that, in netal nonufocture investinent as.
a proporsion of net cutput wasg double the Scottish figure and
substantially higher than the United Kingdom figure. It is
therefore not only a matter of structure. The part of this industry
which wag in Wales was gquite clearly investing much more than the parts
in other areas of the United Kingdom.

o g et ot ~ e s e oo o e S 2ae s s 29 P P 4 o B et

(1)FPor an explanation of the difference between Census net output

and GDP see Appendix p.22, As explained in the footnote to Table III

the Welsh rativ might have been slightly higher if (DP figures had been taken,
For 1952 and 1953 no Welsh net output figures were available and Nevin's

GDP figures were used,
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The industries which were next in importance by amount of
investment in Wales were chemicals and textiles: most probably this
is accounted for mainly by oil refining and synthetic textiles.
These industries also invested more ag a proportion of net output
in Wales than in Scotland or the Unitesd Kingdom as a whole.

The Scottish gross investment ratios by industries are
mich closer to those of the United Kingdom, than were those of Wales.
There i1s a tendency, however, for the Scottish ratios to be just very
slightly lower than those of the United Kingdom, and this applied to
the majerity of the industrial orders., There is no very marked
disparity from the United Kingdom figure, as was the case for Wales,
but only in chemicals, engineering and electrical, clothing, paper and
printing, and other manufacturing is the Scottish ratio actually higher
than that of the United Kingdom. These were all industries which played
a relatively smaller part in total output of Scettish menufacturing
industry than they did in the United Kingdom as a Whole.(l)

The two remaining Tables, V and VI, give some details ¢f other
types of capital expenditure in Scotland, The list is necessarily
incomplete for the reaséns already explained, and such information as
is available mostly concerns public investment., It will be noticed that in
both coal and electricity, Scotland has been receiving a subsgtantial share
of United Kingdom investment, reflecting the imporitance of the coal industry
in Scotland and the part played by hydro-electric schemes, The proportion
of investment in gas, on the other hand, was small, though it leapt
dramatically in 1958. Investment in the other sectcous is in most cases
higher than the population ratio of Scotland to the United Kingdom, the
most striking cage being public housing., The exceptions to this are
education, where the ratio of investment was lower than the population
ratio for most of the period, and private housing where the investment
ratio in Scotland is remarkably low. Together with the high public
investment in housigg}gllustrates the rather curious position of

housing in Seotland.




TABLE I
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PIXED INVESTMENT T MANUFACTURING TNDUSTRY

1951-60
£ million
Scotland Wales N,Ireland Urited Scotland as % ef
Kingdom United Kingdom.
1951 40.2 24.7 6.5 489,2 8.2
1952 38,0 24,0 6.2 502,2 Te6
1953 39.3 29,0 6.2 50143 7.8
1954 41,2 49.8 7.0 561.3 Te3
1955 5447 52.1 8.5 681,0 8.6
1956 757 4749 2.6 850,0 9.1
1957 69.8 66.5 10.8. 905.0 TeT
1958 T3.4 62,0 11.5 890,0 8.2
1959 T340 60,0 14.7 863.0 8.5
1960 96.0 91.0 15.6 1,028,0 93
TABLE IT
Index at Constant Prices 1954 = 100

1951 112.4 57.0 107.1 100.4

1952 94.9 49.6 9l.4 92.1

1953 95,9 58,6 88.6 89,8

1954 100.0 100,0 100.0 100,0

1455 126.0 99.2 115.7 115.2

1956 164.1 85.9 122.9 132,1

1957 144.7 113.9 131.4 137.6

1958 147.3 102.8 135.7 131.0

1959 146.8 100.0 17443 127.6

1960 191.7 150,2 182,9 150.7

% increase

1951-60  170.5 26345 170.7 150.3

For Sources and Methods «ee Appendix,
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TABLE ITT

INVESTMENT AS A PERCENTAGE OF GROSS DOMISTIC PRODUCT

1IN MANUFACTURING 1951-60

Scotland Waleél) N.Irelanél) United Kingdom.

1951 8.9 13.4 8.7 9.9
1952 8,3 12,2 9.4 10.1
1953 8,0 15,1 8.0 9.3
1954 TeT 19.3 8.0 9.5
1955 9.7 17.8 9.3 10.4
1956 12,5 15.6 9.7 12.1
1957 10,0 20.5 10.4 12.4
1958 10.8 20.0 10.9 12.0
1959 10.7 - 12.7 10.9
1960 13,0 - 12,2 12,0
Average(z)

1951-60 10.0 - 9.9 10.9
Average(z)

1951-58 9.6 16.7 9,3 10,7

(

Note.1>Northern Ireland figures were derived using estimates fer the
contribution of manufacturing industry to G.D.Pe.obtained from the
Ecenomic Advisory Office of the Northern Ireland Government., Welsh
figures are expressed as a percentage of Census 'net output! except
for 1952 and 1953 when Nevin's figures of G.D.P.in manufacturing are uged.
Owing to the difference in definition, net output is slightly larger
than the contributien to G.D.P. (seec Appendix p.22). The percentage
figures for Wales might therefore have been slightly higher if G.D.P.
figures had been used for all years.

(2)This is an unweighted average of the investment ratios in each year,
It has been suggssted that this 1s not the best sort of average to take
and that a better method might have been to express the total investment
for the period as a percentage of menufacturing G.D.P. for all years.
Hewever, owing to the effect of inflation, this would tend to give undue
welght te the position prevailing in the later years. TUndeubtedly the best
method woeuld have been to take tetal investment as a % of G.D,P. uwairg
constant prices throughout. But the figures at constant prices are not
entirely satisfactory owing to the inadequacy ef the prise data;

and it was therefere felt that such a method would only provide an
additional source of error.




TABLE IV

FIXED IEVESTMENT IN MANUFACTURING 1958 BY INDUSTRIES

As % of Wet Catput ! £.million
Scotland Wales U.K. Scotland Wales U,K, N

Brioks,Pobtery,
Cement,etc., 10.6 13,2 11.5 2.1 14 34e1
Chemicals & Allied 26.3 32,8 22,2 13.4 11.9  208.6
Metal Manufacture 14.4 30.7 19.8 9.5 3T.T 136,2
Engineering &
Blectrical 11.0 2.9 8.0 15,5 1.0 139.5
Shipbuilding &
Marine Engineering 10,1 - 10.7 5.3 ; 1.2 21,7
Vehicles 5.8 - 7.8 1.0 63.4
Metal Goods 5.7 Tal Tel 1.3 1.3 31.2
Textiles 6.6 1%.3 8.1 4.3 42 49,7
Leather 304 Tel 3.7 0.1 0.1 1.6
Clothing 365 3¢5 2.7 0.5 0.2 8.3
Food,Drink,& Tobacco 10,2 8,8 10.T 11.2 1.5 98,0
Timber a4 11,6 5.0 0,7 0.5 10.6
Paper, Printing &
Publishing 10.7 13.4 10.6 543 1.1 61,2
Other Manufacturing 15.1 6.9 11,4 | 2,1 n. 25.8
Total 11.0 20,0 11,3 72.4 62.0  890,0

NotesSome of the totals differ slightly from the 1958 figures given in Tahle

I, since the latter are adjusted to compare with 1954 (Appendixujpﬁﬁ),

Source: Census of Productien 1958,

TABLE T
OTHER CAPITAL EXPENDITURE.

1951 1954 1955 1956 1957 1958 1959 __ 1960.

Coal Mines a3 8.4 11,7 15.1 15.6 15,3 16.9 11,7
Gas 2,4 3.8 4,0 3.4 2.7 2.8 6.1 545
Elestricity 20.9 32,0 36.4 36,5 35,5 42,5 40.7 35,3
Water Services - 5.1 5¢3 5.0 3.8 345 4,2 5.7
Roads & lighiing ~ 2.2 2.6 3.4 446 5.5 9.0 13,5
Housing Public - 6C.1 50.3 50.9 51,9 45.0 40.7 41.1
-~ Private - 5.5 7.6 10,1 7.9 9.0 11,1 17.0
Education - 6,8 8.8 10,7 12.4 13,1 15.0 15,7
Health - 3.9 4.0 4.0 4,2 5.8 4.4 52




TABLE VI

As a Percentage of U.K.

IX¥~8

1951 1954 1955 1956 1957 1958 1959 1960,

Coal Mines 11,9 1.9 15,1 18,5 17.2 14.7 15.1 13,7
Gas 6,0 7.2 6.9 6,7 5.2 5.6 13.9 131
Electricity 14,0 14,6 14,5 14.6 13,3 14,3 12.0 10,3
Water Services - 14,2 14,7 12.2 9.3 8.3 1l.4 13,3
Roads & Iighting -~ 12,9 11,3 10,3 11,8 8.9 1l.1 16.3
Housing Publiec =~ 14,3 14.2 15,1 16,5 16,7 15.4 15.0
- Private - a4 2.9 3.4 2,6 2.8 2,8 3.5
Eduocation - 8,3 9.8 2.5 9,2 9.4 10.4 10.7
Health - 15.6  14.8 14,3 12,7 10.6 10,7 11,6

Sourcess

-

e

Coal, Gas and Electricity 1951-58, Census of Production.
Remaining figures from Report of the Committee of Fnouiry

into the Scottish Ecenomy.

Scottish Council,; pp.45-47.

Census figures are not exactly comparable with the

remainder.
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II Investment and Grewth

In recent years there has been much discussion
of the United Kingdom!s slew economic growth and of the importance
of investment as a factor contributing towards this. This dis a
subject of much controversy and there are those who argue that the
attempt to explain Britainls slow rate ¢f growth in terms of the rather
low investment ratie is a serious oversimplification.(l) Despite
this it remains a fact that Britain's pocr economic growth has been
assoclated with a ratio of investment as a proportion of Gross
Wational Product which is levw, measured either gross or net. Dr.
Lamfalussy's recent study has shed much new light on this question
and drawn a number of comparisons which seem to support the view that
investment plays an important rule.(z) Whatever the verdict, it is
an inescapable conclusion that the more rapid rate of growth of one
country as compared with another must be associated either with higher
investment or with a more faveurable marginal capital/output ratic,
which would indicate that fer a given investment the return in terms
of increaged output is greater,
r The application of this type of analysis to the regions
L of the United Kingdom has net hithertc been attempted, but it was
thought that it might yield some interesting results.(B) Owing to
the inadequate information on Investment by regions, it is not possible
to apply this analysis to the growth of Gross Dowestic Product as a
wholej but 1t can be applied fairly satisfactorily to manufacturing
industry, and this coempares quite well with Lamfalussy's analysis of
growth and investment in British, CGerman and Italian manufacturing

industry.<4)

(1)See for_ instance,A.K. Cairncross, 'Factors in Econsmic Development!,
Chapters 5 & 3¢  allen & Unwin 19623
2)Alexandre Lamfalussy, 'The United Kingdem and the Six,' Macmillan,1963.
3}In the following section I have borrowed extensively from the techniques

used by Lamfalussy, whose book to a great extent inspired this analysis,

(4)0p.cit.Chap.VIL,
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The first step is to relate the gross investment ratio
to the rate of growth. The gross investment raties used are
gimply the average over the period of the yearly gross investment
ratios given in Table III.(l) Growth is taken as measured by the
ndices of industrial preoduction in wmanufacturing industry for
Scotland, Wales and Northern Ireland; the United Kingdom figure
is gross domestic product in manufacturing industry at constant prices.(z)
This is not entirely satisfactory, Unlike the other areas
Wales has no official index and the figures constructed by Professor
Beacham and Dr.Nevin do net go beyond 1958; moreovaer they are for the
whole of Welsh industry, not just manufacturing, It was decided

therefore to use Dr.Nevin!s earlier index for manufacturing industry

from the 'Social Accounts of the Welsh Economy'!; this gives 1951-56

and the last two years were obtained by assuming that manufacturing
industry expanded at the same rate as iadustry as a whole shown

in the later Beachem-Nevin index.  Since the indices for industry as a
whole move very closely wich manufacturing industry in the ear.ier

peried ii seems unlikely that this precedure will introduce much error.

The Welsh case was obviously very interesting, and it would thercfore
have been a pity to exclude it from the analysis, But owing te the lack
of data the Welsh analysis had to be confined to the peried 1951-58,

As will be seen 1958 was not a geod year to take as the end of the
period, since the whole British economy was in something ef a recession
at that timey and with 1951 a boom year, measurements of growth may
geriously underestimate the growth ef capacity. It was iumpossible

te get round this difficulty if Wales was to bz included in the analysis;
but because of this, figures were also calculated for the other three
areas up te 1960.

et v et e s w1 S b it o e e it o g i T e il 454 VRR e B P v St T B et B A o o St B S 4 S 4k Gt e 4 e B o et Y B B S48 i o B S e A i P S T o T 50 e

El;. See the fostnote to Table IIT

2)Digest of Scottish Statistics, Census of Production for Northern Ireland,
1958, Natisnal Income and Expenditure 1962, H.M.S.0. Welsh figures from
1The Social Acceunts of the Welsh Economy 1948~56! and A.Beacham and
E.7.Nevin, !'The Welsh Ecenomy 1960!, London and Cambridge Economioc
Bulletin, Dec.1960, Appendix.Table I,
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The Scottish and Trish indices are official indices which
are kept regularly up to date. They should therefore be more reliable
and easier to handle than the Welsh figures, However, the
extraordinarily small growth registersd by the Scottish figures did
give rise to some suspicion especially over the period 1954-58.

This has already been discussed at some length in Chapter V where it
was shown that the index over this period is only compatible with growth
at eurrent prices measured by the 1954 and 1958 Census of Production,
if the output of Scottish manufacturing industiy experienced a more
rapid price rise tnan that of United Kingdom manufacturing output as
a whole.(l) It may be reasonable that the prices ef Scottish output
should rise more rapidly than that of the United Kingdomj; but if it is
net or if the rates of price increase shown In Chapter V are uarealistic,
then the Scouttish index of industrial production mmst of necessity
underestimate Scottish growth. It was decided to proceed with the
analysis using the official Scottish index; since there was no
alternatives but threughout the analysis it must be borne in mind that
it may possibly underestimate Scottish growth,
Rather the reverse situation applied to the Northern Irish
* index. The growth shown by this index was enly compatible with growth
at current prices if Irish outpub experienced a smaller rise in price
than that of the United Kingdom over the pericod 1951-58., As explained
r in Chapter V this seemed more readily explicable intuitively than the
divergence between Scottish and United Kingdom prices.

The relationship between gross investment and econemic
growth 195158 is illustrated in Chat 1. It will be seen that the
United Kingdom and Wales, both af whom have higher gross investment
ratios than Scotland also have a mere rapid rate of economic growth.
The difference in the case of Wales 1is very large indeed. Northern
Ireland on the other hand has the lowest gross investment ratio ef all
and yet achieves a growth rate as rapid as that ef the United Kingdom.

Apart frem the Irish case, therefore, there seems prima facie to be some

i s g o S e Bt T i e e S o S e o S Pt B G P e St o B S S o P e S S Pt e S et

(1), See pp.V 8 -~ 11 ,
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sort of assoclation between higher investment and a more rapid rate
of growth.

The important question is whether Scotland, by raising her
investment to the United Kingdom or Welsh level could attain similar
rates of economic growth, Table VIT shows that, in the circumstances
depicted in the chart, Scotland has a very much higher gross marginal

capital output/ratie than the other areas. Tf this had to be maintained,

Scottish investment at the Welsh level would yield epproximately
18 per cent growth, not greatly exeseding the United Kingdom rate,
and very far behind the growth of 29 per cent which Wales actually
achieved,

The figures for 1951~60 in Table VII show the effect en the
gross marginal oapita%/output ratic of aking the longer periocd. In
fact all the ratios fell substantially. This is accounted for by

comparative
the fact that 1958 was a year of recession while 1960 was one oﬂ/boom.
Bven on the basis of these figures, however, if Scotland was to
maintain the same capital/cutput ratic the investment ratio weuld have
te rise to 17 per cent if Scotland Was'to achieve even the United

Kingdom rate of growth.

TABLE VII

Grogs Investment Rate of Growth Gross Marginal Capital/
Ratio (Yearly) Output Ratio.
195158
Scotland 9.6 L% Te4
Wales 16.7 3¢7 445
N, Ireland 9.3 2.3 4,0
United Kingdom 10.7 2,2 4.9
1951-60
Scctland 0.0 1.9 543
N, Ireland 9.9 3.0 3.3
United Kingdom 10,9 3,2 3.4

The figures for both periods show Sceotland to have a less

favourable gross marginal capital/butput ratio than the other areas,
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Northern Ireland appears to be most favourably placedwith the

United Kingdom and Wales holding an intermediate position. The Scottish
position would of course improve if he index of industrial production
does underestimate the Scottish rate of growth, Likewise if

investment could be related to output capacity instead of actual

sutput, the Scottish ratio might well be more favourable., Scotland
suffered more severely from the recession of 1958 than the United
Kingdom as a whole and did not benefit so much from the subsequent boom.(l)
The difference between actual and potential output wasz therefore
probably greater in Scotland than it was in the United Kingdom both
in 1958 and 1960, In 1951 on the ether hand both Scotland and

the United Kingdom were experiencing boom conditions from the

Korean War and the difference between actual and potential output was
probably small in both areas. If these qualificatiens are taken into
account, the Scottish pesition must be somewhat more favourable than
at first appears.

But even ignoring these qualifications, it is misleading
to assume that the gross marginal capital/output ratio wouid in itself
remain independent of the rate of growth, as was done in the analysis
above, Such an assumption implies that mreplacement forms the same
proportion ef gross investment regardless of the rate of growth.

The significance bf this must now bhe examined,

A large part eof gross investment is, of course, replacement
of existing capital equipment. This is required to maintain the
capital stock and keep output at its existing level. It is only
net investment or investment over and above replacement which can
properly claim to have any cemnection with the rate of growth, If
oite could assume that net investment always moved in proportion to
gross investment, this qualificatiun would not matter but this is

far from being the case. Cleerly, a country with no economic growth

and no growth in productivity per man employed would require no net
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could be regarded as replacement. At the other extreme, one would
expect a country with a very repid rate of growth to spend a large
part of its investment on equipment other than replacement. The
ratio of net to gross investment would thevefore be high., The
proportion of investment which goes into new equipment other than
replacement therefore varies with the rate of growth.

In practbe it is often extrenely difficult to make a clear
distinctien between net and gross investment. Iuch investment
which replaces existiné capital equipment takes the form of gubstituting
an improved versicn of the plant which was replaced. Tt may be
capable of a greater output, or of higher output per man, and therefore
contains an element of net investment; but it is often extremely
difficult in such cases, even for those who install the plant, to
estimate what proportion of this gross invesiment expenditure is
strdotly replacement and what is net investment.

Yet in analysing the connectio:n between invesiment and
eccnomic growth this distinction is of the first importance; and
to get an accurate picture of the productivity of investment, it is
therefore not adequate to compare economic growth with the gross
invegstment ratio. The only relevant comparison i3 between ecenomic
growth and the net investment ratio., In a country with a low rate of
growth, therefore, a comparison of growth with the gross investment
ratio ig always inclined to make investment look uwnproductive,
since this ratic conceals the fact that in such a country net
investnent is likely te account for an unusually small proportion of
total investment, the bulk of it being spent on replacement. To
some extent this must explain the high gross marginal capital/output
ratio for Scotland.

To assess the importance of this, and tc calculate the true
productivity of investnent net investment raties have to be used.

The difficulty with this is that reliable net investment figures are
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hard to ebtain for most countries, and are totally absent for

Scotland, Wales and Northern Ireland. Fortunately, it is possible

to follow Lamfalussy!s technique and derive net investment from the
gther variables. Since the proportion that net investment forms of
gross investment varies according to the rate of growth of output, it

is posgible to derive a figure for the net investment ratio, if the
gress investment ratie and the rate of growth and the time cycle of
replacement are all known. The present study follows Dr.ILamfalussy in
assuming the time cycle for replacement to be twenty years in

(1)

manufacturing industry. The actual formuls used by Lamfalussy iss-

1
S = 1- 1+g
1 1
N 6 *-gs
vhere ... = the net investment ratio

M@ = the gross investment ratio
g = the yearly rate of growth

t = +the time period

The main weakness in this method is that it carries the
implicit assumption that all capital equipment falling due for replacement
is actually replaced., Net investmert is taken as the surplus after all
replacement needs have been met. In practice any economy is constantly
changing 1ts gtructure, and those industries which are in decline may
not have all their capital equipment replaced as it falls due., TInstead
the capital equipment of some industries may asctually contract while
new investment is taking place in other sectors of the eccuomy. The
method used here cammot take account of this and in consequence it may
lead one to estimate replacement as forming a largerpart of gross
investment than is actually the casge.

The results of the calculations wusing this formula for the areas
concerned with this analysis are shown in Table VIII. The most significant
change which energes is that the position of Scotland and Northern

Ireland is reversed. Northern Ireland now hasdg higher ney_investment

- o o

(1) Dr,lamfalussy's technique is given in detail in his book(op.cit.)
Appendix.II, .
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ratio than Scotland although the gross investment ratie was very

slightly lower.

TABLE VITT
Net Investment Yooxly Rate Net Marginal Capital/
Ratio of Growth Output Ratio.
1951-58
Scotland 244 1.3 1.8
Wales 9.4 3T 2.5
¥.Ireland %e3 2.3 1.4
United Kingdom 4.1 2.2 1.9
195160
Scotland 4.1 1,9 2.2
NeIreland 4.7 3.0 1.6
United Kingdom 5.4 3.2 1.7

The Scottish net investment ratie, especially over the period
1951-58 is remarkably low at only 2.4 per cent; and only the Welsh
ratie comes near to the sort of level commonly found to prevail
in Continental countries.,  Precisely because it is so low, however,
Scottish investment when measured net appeared to be much more
productive in terms of output than gross investment was. As
measured by the net marginal capitel/output ratio, Scottish investment
in the period 1951~58 is actually slightly more productive ir terms of
growth than United Kingdom investment, though the difference is so small
as to be of no sigrnificance and the position is reversed if the period
1951 to 1960 is taken, Northern Ireland remains in the most favourable
position, though its marginal capital/output ratio is very close to
tlie United Kingdom for 1951~1960, and Wales now has the worst net
marginal capital/butput ratio.

The results are illustrated in Chart IT. It will be
seen that the chart comes out very much better using net investment
than gross. This is partly because of the change in the relative

position of Scotland and Noxthern Ireland: the latter!s faster
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growth now being associated with a higher investment retie instead
of a slightly lower one. Worthern Ireland is stillmore favourably
placed than Scotland, but the difference is no longer quite so
extraordinary. The other main change is that the marginal
capital/output ratios are now wmuch cloger than when gross investment
was used. A line is drawn on the chart representing the
Scottish net marginal capital/output raticy  for any investment
ratie this shows fhe.cﬁrresponding rate of growth, ¥From thig it can
be seen how the productivity of Scottish investment in terms ef growth
compares with the other areas, As with the figures in Table VIIL
Scotland and the United Kingdom are about equally placed. Wales is
less favourable; Norithern Ireland more favourable.

Tt is atill not legitimate to deduce from this that if
Scotland had enjoyed the Welsh net investment ratie she would have
achieved even more growth than Wales.(l) Apart from the points made
earlier about actual eutput ana potential output, it must be remembered
that these calculations only refer to marginal capital/output ratios.
There is no reagon for the ratios to remain the same for any level of
growth or investwment., As investment expands it may be subject to
either diminishing or increasing returns in terms of the growth of ocutput
which results; and there is therefore no means of telling how Scotland
would do given the Welsh or United Kingdom levels of investment.

The chart does not purport to show this. But the line
representing s fixed marginal oapital/output ratio dwes illugtrate
the effect of a morginal increment in invesiment in each of the
reglons. It is clear that in the period 1951-1958 the marginal
productivity of investment in terms of growth of cutput was highest in
Northern Ireland, lowest in Wales, with Scotland and the Tnited Kingdom
taking an interpediate position. Any marginal increase in investment
provided that it was representative of that already taking place, would
therefore seem likely to yield a better growth if devoted to Northern

Ireland or Scotland rather than to Wales.

(1)1t would appear thet Dr.lamfalussy is inclined to fell into this
error in making his Buropean comparisons. (op.cit.)
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However, the particular years taken are of great importance
to this type of analysis, This may be seen at a glance if the
United Kingdom figures derived for 1951~1960 in this study are
compared with Lamfalussy's figures for 1953-60, ILamfalussy finds the
United Kingdom to have a net investment ratio of 5.9 instead of our 5.4,
a growth rate of 3.8 per cent per amnum, and a net marginal capital output
ratio ef 1,5 compared with our 1.7.

It is difficult to assess how a different time period would
affect this study., If the period 1954-58 is taken, Wales and
Scotland both come out worse than over the longer period, Although
Wales maintaing her high level of investment, her growta is no better
than that of the U.K.during this time. Scottish growbth over the same
period amownts to a mere 2 per cent. Clearly, such a peried is too
short to give meaningful results and one cannct deduce from them that
in Scotland and Weles replacement formed a higher proportien of total
investment during these years, or that the capital/output ratio
deteriorated. Most probably this is & good instan