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T
he debate over Scottish 
independence is becoming 
too close to call, but the 
balance of power between 
north and south Britain is 

undoubtedly moving in only one direction. 
Whatever the result of the referendum on 

18 September, from April next year Scotland 
will be able to set its own taxes and borrow 
up to £2.2bn to fund capital projects, as well 
as make its own rules in areas such as drink-
driving, air guns and speed limits. For that is 
when the Scotland Act 2012 comes into 
force, transferring considerable fiscal power 
from Westminster to Holyrood. The next 
key date for Scotland could be 26 March 
2016 – the date on which it would become 

FATE OF THE UNION
Whatever the outcome of the vote 
on independence, Scotland’s ties 
with the UK will be irrevocably 
altered, writes Katie Puckett

fully autonomous if Scots vote “yes” to 
independence. But even if the answer is no, 
further devolution is almost certain. The 
main UK political parties are all publicly 
committed to greater Scottish autonomy – 
an option known variously as devo-max, 
devo-plus or independence-lite. 

“The independence debate has definitely 
changed the relationship,” says Douglas 
Smith MRICS, Scotland chairman at CBRE 
in Glasgow. “It will be different after 18 
September, no matter what. It’s not now a 
yes or no vote, it’s yes or devo-plus by 
default. We’re dealing with shades of grey, 
rather than black and white.” 

What all this might actually mean for 
Scotland’s economy is anyone’s guess. The 
debate is understandably a highly charged 
one in which the yes and no campaigns are 
presenting very different versions of the 
future and corporate investors are keeping 
their cards close to their chests.

“This is such an emotive issue and there 
are more questions than answers at the 

moment,” says Sarah Speirs, Director of RICS 
Scotland. As an apolitical organisation, the 
RICS has not taken a position on 
independence one way or the other, but it 
held a series of events this spring with 
politicians from all sides in an attempt to 
bring greater clarity to the debate. “At this 
stage, what’s causing us most concern is the 
uncertainty and how it might affect 
investment in Scotland,” Speirs adds.

From a built environment point of view, 
key areas such as housing, planning and 
education have already been devolved, and 
Scotland already has a separate legal system. 
But while the Scottish Parliament already 
controls around 60% of government 
spending, it is responsible for only 7% of tax 
receipts. Under the Scotland Act, this is set 
to rise to 16%. It will for the first time 
control stamp duty and landfill tax and be 
able to set a Scottish rate of income tax, 
within 10 percentage points of the UK. 

The biggest direct change for the property 
sector will be the replacement of stamp  » 
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Power shifts

duty with the Land and Buildings 
Transaction Tax, already passed into 
legislation in 2013. This is intended to be a 
more progressive tax that applies different 
rates to defined bands of property value, 
similar to the way income tax is calculated, 
although Smith thinks the market has yet to 
realise the potential impact of the change. 

In an attempt to present Scottish voters 
with a wider range of options, several 
organisations have been developing 
alternatives to the status quo that would still 
give Scotland greater control of its finances.  

For example, property company Rettie & 
Co has been working with thinktank the 
Institute of Public Policy Research on a series 
of white papers focusing on the institute’s 
“Devo More” concept, under which Scotland 
would become responsible for the collection 
of 60%-70% of tax receipts. This would 
involve outright devolution of income tax, 
all land taxes and a partial devolution of VAT. 
“Regardless of the result of the referendum, 
Scotland is likely to receive a full range of 
new powers, some quite radical,” says Dr John 
Boyle, director of research and strategy at 
Rettie & Co. “That would make the Scottish 
government more accountable to the 
electorate, but also mean that initiatives to 
raise taxation or reduce the tax burden 
would have a direct knock-on effect on what 
it is able to spend.”

Boyle is keen to stress that Rettie & Co 
does not have a position on independence: 
“We’re trying to understand what the 
country could look like after the referendum 
because we’re being asked these questions 
by many of our clients.” 

In the event of a “yes” vote, what would 
happen next is the hardest to predict. This is 
partly because it is difficult to reconcile the 
idyll presented by the “yes” campaign with 
the scaremongering coming from the “nos”. 
But it is also because some of the most 
crucial questions – currency and EU 
membership – would only be decided in the 
months following the vote. 

Last November, the governing Scottish 
National Party (SNP) published its 
much-anticipated “Scotland’s Future” 

white paper, in which it proposed that an 
independent Scotland would keep the pound 
and the queen, and become a full member of 
the European Union (EU) on the same special 
terms as the UK. Scotland’s oil wealth would 
be invested in a Norwegian-style fund for 
future generations, and spending on 
infrastructure, childcare and welfare and 
pensions would rise. The bedroom tax would 
be scrapped, coalition welfare reforms 
halted, air passenger duty halved and 

own destiny: “There’s a difference between 
the formal power that a country has, and its 
real economic power. I think an independent 
Scotland would have more choice, but over 
a lesser level of resources.” He foresees 
tougher decisions on spending than the SNP 
is letting on: “Scots like the idea of 
Scandinavian public service provision, but 
they’re not prepared to pay to cover it.” 

Both Maclennan and Smith point out 
that Holyrood has never used the 
limited powers over income tax it 

already has. “Politically, the Scottish 
government would not want to be seen to 
increase tax ahead of the referendum, and 
the current budget situation doesn’t give 
them the flexibility to reduce it,” says Smith. 

It is not the balance of power between 
Westminster and Holyrood that needs to 
change to deliver improvements in housing, 
planning and infrastructure, adds 
Maclennan, but that between Holyrood and 
Scottish local authorities. Councils need 
greater strategic powers to buy land and  
use planning gain to develop infrastructure 
and affordable housing, for example. The 
independence debate has been a distraction 
in this respect, he argues. 

Independence could, however, open the 
door to new sources of influence. Brandon 
Malone FRICS, chair of the Scottish 
Arbitration Centre, would like to see 
Scotland claim a greater share of 
international dispute resolution, for 
example. “At the moment, Scotland is not 
regarded as a neutral arbitral seat, even 
though its arbitration regime is completely 
separate from the rest of the UK,” he says. “If 
Scotland was an independent country, one 
would expect it to gain greater recognition.” 
Although the Scottish Arbitration Centre is 
neutral on the question of independence, 
Malone himself is in favour: “On a personal 
level, I think it will present opportunities 
and be very positive for Scotland and for the 
rest of the UK.”

A split would certainly have knock-on 
effects for the rest of the union. A successful 
Scottish bid for freedom could stir up 
devolutionary sentiment not only in Wales 
and Northern Ireland, but perhaps also in 
north-east and south-west England. More 
significantly, losing these predominantly 
non-Tory constituencies would strengthen 
the Conservative party’s control over 
Westminster, putting euro-sceptics in 
charge of the wider UK’s destiny. This year’s 
referendum is important for businesses on 
both sides of the border – but if the answer 
is “yes”, there could be an even more 
significant one in a few years’ time. » 

corporation tax reduced by up to three 
points. It was panned by the “No” campaign 
as unrealistic and unaffordable. Chancellor 
George Osborne declared that a currency 
union would be “unworkable”, and European 
Commission president José Manuel Barroso 
warned it would be “extremely difficult” for 
Scotland to join the EU. 

As the debate has progressed, there 
remain many unknowns regarding 
Scotland’s future economic power. It would 
certainly be considerably smaller than the 
UK – it accounts for just less than one-tenth 
of UK GDP now and 2% of eurozone output.  
The SNP position is that Scotland is a 
wealthy, oil-rich state that would be better 
off on its own. But would an independent 
Scotland be as wealthy as it is today?

The UK Treasury asserts that a currency 
union with the country would be too risky, 
partly on the grounds that Scotland’s 
disproportionately large financial services 
sector would have to relocate south of the 

border. But a report commissioned by Sir 
Tom Hunter – one of the country’s richest 
men – cast doubt on this claim, countering 
that if banks such as the Royal Bank of 
Scotland are registered in Scotland for 
historical reasons and stay only because they 
enjoy the protection of the Bank of England, 
then a currency union would ensure they are 
run in a responsible manner. 

An Oxford Economics report into the 
consequences for Scottish business also 
noted that if the terms of Scotland’s EU 
membership included joining the euro and 
the Schengen area of free movement, there 
would be additional costs to trading with the 
UK, which accounts for 70% of its non-oil 
exports – although this could be offset by 
greater trade with the rest of Europe. 

Duncan Maclennan FRICS, a housing 
policy expert at the University of Glasgow, 
questions whether an independent Scotland 
would actually have greater control over its 

Regardless of the  
result of the referendum, 

Scotland is likely to  
receive a full range  

of new powers, some  
quite radical

DR JOHN BOYLE Rettie & Co
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