Error Correction Notice
Fiscal Sustainability Report
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On 8 April 2025 we published our second Fiscal Sustainability Report. This report
projected spending and funding from 2029-30 to 2074-75. The balance between the
projections was used to make an assessment of the Scottish Government’s annual
budget gap.

The report also considered links between the health of the population and fiscal
sustainability. It presented scenarios of better and worse population health and how
these would affect the Scottish Government’s finances.

Errors identified

3

We have identified two errors in our projection of the Scottish Government’s Block Grant
funding published in April 2025. These errors only affect the projections shown in our
Fiscal Sustainability Report. Our regular five-year forecasts — which underpin the
Scottish Budget process — use a different methodology to estimate the Block Grant and
are not affected. Our work on climate change is also unaffected as it is based on
different data and modelled separately to our long-run projections.

The first error affects both our baseline projection and the projection with the UK
Government taking action to address its fiscal sustainability challenges, our UK fiscal
consolidation scenario. The second error only affects the UK fiscal consolidation
scenario.

The first error relates to how we calculated the size of the Block Grant at the start of the
projections. We incorrectly inputted UK Government spending plans for 2025-26 and
because of the way we used the UK Government’s spending plans this also affected the
estimate of the Block Grant up to 2029-30 when our projections began. Changes to this
starting point have a significant effect on the annual budget gap.

The error in the UK fiscal consolidation scenario occurred because we applied the
incorrect GDP deflator to part of the Block Grant.

In this note, we show the effect of the error corrections on the annual budget gap. We
are correcting these to ensure that the work can accurately be used to inform public
debate and promote transparency in Scottish public finance. This error correction is
consistent with our voluntary application of the Code of Practice for Statistics.’

1 Scottish Fiscal Commission (2025) Statement of Voluntary Application of the Code of
Practice for Statistics and Error Policy.



https://fiscalcommission.scot/publications/fiscal-sustainability-report-april-2025/
https://fiscalcommission.scot/publications/voluntary-application-of-the-code-of-practice-for-statistics/
https://fiscalcommission.scot/publications/voluntary-application-of-the-code-of-practice-for-statistics/

8 Since the errors were first identified we have conducted an extensive review of the
model and assumptions. This identified some further minor modelling improvements
which we have incorporated in this correction. The models are based on the information
we used in the April 2025 publication, and no data updates have been incorporated. The
UK spending information was taken from the October 2024 UK budget.

9 Figure 1 presents the corrected Scottish Government’s annual budget gap under the
baseline and UK fiscal consolidation scenarios.

Figure 1: Corrected annual budget gap projections, 2029-30 to 2074-75

When accounting for UK Government fiscal consolidation, the gap grows in all years
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Description of Figure 1: Line chart showing the corrected baseline annual budget gap
projection and the projection under a scenario in which the UK Government responds to fiscal
pressures. The gap when the UK Government responds is wider in all years of the projection,
and grows in every year.

Source: Scottish Fiscal Commission

Note: data shown represents corrected numbers at the time of the April 2025 publication and
have not been updated for any further information or data releases.

10  While the correction is significant in numerical terms, the messages of the Fiscal
Sustainability Report are unchanged. In particular, the annual budget gap is negative in
all years, suggesting that future Scottish Governments will face significant challenges
funding devolved public services. The revised projections show a more substantial fiscal
challenge.

11 Our analysis of Scottish Government spending on health is unaffected by the errors, and
health continues to be the largest area of spending in the Scottish Budget and projected
to grow faster than any other area. Improving the health of Scotland’s population would
still lead to benefits to the public finances and help address the long-term fiscal
challenges.

12 The change in the annual budget gap as a result of the errors is less significant under a
scenario where the UK Government responds to its fiscal pressures. Figures 2 and 3
present the change from our 2025 report.



Figure 2: Annual budget gap, baseline and under UK fiscal consolidation, previous and
corrected projections, 2029-30 to 2074-75

The corrected projections show greater fiscal pressures than previously presented
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Description of Figure 2: Line chart showing corrected annual budget gap projection in both
baseline and under UK fiscal consolidation from December 2025 and from previous projection
in April 2025. The corrected versions show greater fiscal pressures in both cases.

Source: Scottish Fiscal Commission

Note: data shown represents corrected numbers at the time of the April 2025 publication and
have not been updated for any further information or data releases.

13 Alongside this note we have also published a revised summary of the April 2025 report
using the corrected projections. We have not updated the full April 2025 Fiscal
Sustainability Report. Key humbers have been provided in supplementary figures,
including a breakdown of the effect of the different errors. If there are any other numbers
from the original report which we have not provided but are needed, please contact us
at info @fiscalcommission.scot.
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Figure 3: Changes in annual budget gap projection, 2030-31 to 2074-75 and average

Percent | 2030-31 | 2040-41 | 2050-51 | 2060-61 | 2070-71 | 2074-75 | Average |

Baseline
annual budget

gap

Previous (April -0.1 -1.9 -2.0 -0.8 -0.5 -0.6 -1.2

2025)

Corrected -0.2 -3.8 -5.1 -4.7 -4.8 -4.9 -4.1
(December

2025)

Change -0.1 -1.8 -3.1 -3.9 -4.2 -4.3 -2.9

Annual budget
gap under UK

fiscal

consolidation

Previous (April -0.5 -5.0 -9.6 -14.4 -20.9 -23.9 -111
2025)

Corrected -0.5 -6.6 -12.1 -17.1 -23.4 -26.2 -13.2
(December

2025)

Change 0.0 -1.6 -2.5 -2.8 -2.5 -2.3 -2.1

Source: Scottish Fiscal Commission
Figures may not sum due to rounding.

Lessons learned and next steps
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The errors identified in the analysis were a result of human error. The error in the size of
the Block Grant at the start of the projection occurred because an incorrect input table
was used for UK Government resource spending in 2025-26. This was taken from a UK
Government publication where the data presented in tables had changed format since
the data was last inputted for our 2023 report.

UK spending was then not aligned with the estimates of the Block Grant by the starting
point of the projection, 2029-30. We have corrected the model to ensure that the UK
spending plans align with the Block Grant by ensuring the growth rates of both are
consistent.

The error in the Block Grant projections in the UK fiscal consolidation scenario
happened because the base year for deflating the reduction in Block Grant funding due
to UK fiscal consolidation was incorrectly set at 2029-30 instead of 2024-25. Although
extensive quality assurance work was undertaken on the model, these errors were not
identified in advance of publication.

We have made several changes to the model to minimise the risk of these errors
being made again:

e We have improved the labelling of our input data with sources, links and update
timelines within the modelling.
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e We have implemented a check within the model to ensure the Block Grant and UK
spending numbers are aligned.

¢ We have now removed unnecessary deflator information from the model and added
clearer documentation in the model about which deflators should be used.

Since the errors were identified we have conducted a detailed review of our fiscal
sustainability modelling. This is a complex model which has several separate
sub-models contributing to the calculation of the annual budget gap.

As a result of the review, we have identified ways to improve these models:
¢ We have simplified the models to improve usability.
¢ We have reduced the amount of unnecessary input data.

¢ We have increased the staff resource we dedicate to the fiscal sustainability
modelling.

We had already begun a review of our wider quality assurance practices within the
SFC before these errors were discovered. As a result of this review:

e We have developed a new risk-based framework to focus our quality assurance
processes, and minimise the risk of error.

e We have considered the fiscal sustainability modelling as high-risk because of the
complexity of what is being modelled and the high-profile use of the results.

¢ We have dedicated more resource to the high-risk modelling.

e We ran an SFC-wide programme of work on quality assurance in 2020, this involved
developing guidance for quality assurance and undertaking exercises to test all our
models to identify areas for improvement. Although we have a continuous programme
of model development and quality assurance, the benefit of an intensive programme
of work reviewing our high-risk models means we intend to repeat this exercise in
2026.

When we started our work on fiscal sustainability in 2022 we ran a consultation about
how to measure and report on the Scottish Government’s fiscal sustainability. We now
have experience developing and using this measure in two sets of projections. The
identification of these errors has highlighted the sensitivity of the annual budget gap
measure to the starting point. As part of our approach to continuously improving our
modelling and analysis, we plan to review and consult on our approach to projecting and
reporting the Scottish Government’s fiscal sustainability in 2026 ahead of any future
work on this topic.
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It is important to us that we are transparent and clear where we make errors and correct
them in a timely manner in line with our error and correction policy. We have also
conducted a review of our process in light of this error to learn lessons and reduce the
chance of further errors. Since the creation of the SFC as well as welcoming external
scrutiny, we also encourage our teams to internally scrutinise our work. We support staff
to be open about any issues they identify with our models, forecasts and projections and
believe this culture has contributed to mitigating the risk of significant errors in our work
in the past. We continue to encourage our staff and stakeholders to highlight to the
Scottish Fiscal Commission anything they perceive may be an error to allow us to
investigate and react appropriately.

We acknowledge this was an error we made and remain committed to transparency and
ensuring stakeholders understand the nature and scale any errors. We welcome
discussion with stakeholders and would appreciate feedback on how the correction has
been communicated.



Professional standards

The SFC is committed to fulfilling our role as an Independent Fiscal Institution, in line with the
principles set out by the Organisation for Economic Co-operation and Development (OECD).?

The SFC also seeks to adhere to the highest possible standards for analysis. While we do not
produce official statistics, we voluntarily apply as far as possible the UK Statistics Authority’s
Code of Practice for Statistics. Further details and our statement of voluntary application can
be found on our website.3

Correspondence and enquiries

We welcome comments from users about the content and format of our publications. If you
have any feedback or general enquiries about this publication or the SFC, please contact
info @ FiscalCommission.scot. Press enquiries should be sent to

press @ FiscalCommission.scot.

All charts and tables in this publication have also been made available in spreadsheet form on
our website. For technical enquiries about the analysis and data presented in this paper please
contact the responsible analyst:

Fiscal sustainability Fiona Diggle Fiona.Diggle @ FiscalCommission.scot

Head of Fiscal
sustainability and public Claire Murdoch Claire.Murdoch@FiscalCommission.scot
funding

2 OECD (2014) Recommendation of the Council on Principles for Independent Fiscal
Institutions.

3 Scottish Fiscal Commission (2025) Statement of Voluntary Application with the Code of
Practice for Statistics and Error Policy.
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