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                Scotland's Future
            


            
                Your Guide to an Independent Scotland
            


            
                Scotland's referendum on 18 September 2014 is a choice between two futures.
            


            
                If we vote Yes, we take the next step on Scotland's journey. We will move forward with confidence, ready to make the most of the many opportunities that lie ahead. The most important decisions about our economy and society will be taken by the people who care most about Scotland, that is by the people of Scotland. The door will open to a new era for our nation.
            


            
                Scotland's future will be in Scotland's hands.
            


            
                If we vote No, Scotland stands still. A once in a generation opportunity to follow a different path, and choose a new and better direction for our nation, is lost. Decisions about Scotland would remain in the hands of others.
            


            
                We, the people who live here, have the greatest stake in making Scotland a success. With independence we can make Scotland the fairer and more successful country we all know it should be. We can make Scotland's vast wealth and resources work much better for everyone in our country, creating a society that reflects our hopes and ambition. Being independent means we will have a government that we choose - a government that always puts the people of Scotland first.
            


            
                This is what being independent can deliver for Scotland and it is why the Scottish Government believes the people of Scotland, individually and collectively, will be better off with independence.
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                    Scotland is an ancient nation, renowned for the ingenuity and creativity of our people, the breathtaking beauty of our land and the brilliance of our scholars. Our national story has been shaped down the generations by values of compassion, equality, an unrivalled commitment to the empowerment of education, and a passion and curiosity for invention that has helped to shape the world around us. Scots have been at the forefront of the great moral, political and economic debates of our times as humanity has searched for progress in the modern age.
                


                
                    It is in that spirit of progress that you will be asked on 18 September 2014,
                


                
                    'Should Scotland be an independent country?'
                


                
                    The answer we give to that question will determine how we can shape our nation for the future. The year ahead should be a national celebration of who we are and what we could be.
                


                
                    The debate we are engaged in as a nation is about the future of all of us lucky enough to live in this diverse and vibrant country. It is a rare and precious moment in the history of Scotland - a once in a generation opportunity to chart a better way.
                


                
                    At its heart independence is not about this Government or any political party. It is about a fundamental democratic choice for the people of Scotland. It is about the power to choose who we should be governed by and the power to build a country that reflects our priorities as a society and our values as a people.
                


                
                    I believe in independence because I believe it will be better for all of us if decisions about Scotland are taken by the people who care most about Scotland - the people who live and work here. It is my absolute conviction that Scotland's future should be in Scotland's hands.
                


                
                    I also believe that the bonds of family, friendship, history and culture between Scotland and the other parts of the British Isles are precious. England, Wales and Northern Ireland will always be our family, friends and closest neighbours. But with Scotland as an independent country, our relationship will be one of equals. I have no doubt that it will flourish.
                


                
                    I want to be clear about what independence means and why the Scottish Government is asking you to vote Yes.
                


                
                    The vote in September 2014 is about becoming independent from the parliamentary union of 1707 and passing to the Scottish Parliament the powers Westminster has over matters such as taxation, welfare and the economy, and securing for Scotland our own place in the world as an independent country.
                


                
                    Last year, in the Edinburgh Agreement, the Scottish and Westminster Governments agreed to continue to work together constructively in the light of the outcome of the referendum, whatever it may be, in the best interests of the people of Scotland and of the rest of the United Kingdom. That is an important commitment from both Governments. It will help to ensure a smooth transition of powers from Westminster to Scotland.
                


                
                    That constructive working together will continue after independence.
                


                
                    We will work in partnership with the rest of the UK to share the pound for our mutual benefit, but we will pursue a Scottish tax and economic policy to boost jobs, growth and social justice.
                


                
                    Westminster governments, rejected at the ballot box in Scotland, will no longer be able to inflict the poll tax or the bedroom tax on the most vulnerable people in our society.
                


                
                    We will continue to work in partnership with the rest of the UK in defence alliances to promote peace and security, but we will be able to remove Trident from Scotland's soil and stop paying towards the £100 billion lifetime cost of a new generation of nuclear weapons.
                


                
                    We will work in partnership with the rest of the UK inside the European Union. But we will be able to represent Scotland at the top tables of Europe as a constructive member state and stand up for vital Scottish interests.
                


                
                    Scotland will remain within the Union of the Crowns with Her Majesty The Queen as our head of state, but we will have a modern, written constitution.
                


                
                    And the social ties between Scotland and the rest of the UK will continue and thrive.
                


                
                    That is the independent Scotland we will negotiate following a Yes vote. We will do so in time for Scotland to become independent on 24 March 2016 and be ready for the first elections to an independent Scottish Parliament in the spring of that year.
                


                
                    Of course some would prefer Scotland to become a republic, to leave the EU or NATO, or to have our own currency. After Scotland becomes independent, any political party seeking to make these kinds of changes would first have to win support to do so in an election.
                


                
                    That is the real democratic value of independence - the people of Scotland are in charge. It will no longer be possible for governments to be elected and pursue policies against the wishes of the Scottish people. So other choices can be made, different from those we propose in this guide - but these will be the choices of the Scottish people.
                


                
                    Independence will put the people of Scotland in charge of our own destiny.
                


                
                    No-one is suggesting an independent Scotland would not face challenges. We would be unique if that was not the case.
                


                
                    But we are rich in human talent and natural resources. We are one of the wealthiest nations in the world. With independence, we can build the kind of country we want to be.
                


                
                    People down the decades have wondered if a country blessed with such wealth, talent and resources could and should have done more to realise the potential we know exists for everyone. Those generations could only imagine a better Scotland.
                


                
                    Our generation has the opportunity to stop imagining and wondering and start building the better Scotland we all know is possible.
                


                
                    This is our country. This is Scotland's future. It is time to seize that future with both hands.
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                    Gains from independence - whichever party is elected
                


                
                    	Decisions about Scotland will be taken by the people who care most about Scotland - those who live and work here
                    


                    	An independent Parliament elected entirely by people in Scotland will replace the current Westminster system. Under that system, elected representatives from Scotland make up just 9 per cent of the 650 members of the House of Commons; the House of Lords is wholly unelected
                    


                    	Governments will always be formed by parties that win elections in Scotland. It will no longer be possible for key decisions to be made by governments that do not command the support of the Scottish electorate
                    


                    	A guarantee that tax and social security rates will be set in line with the wishes of the people of Scotland. That will mean an end to the imposition on Scotland of policies like the "bedroom tax"
                    


                    	Public services can be kept in public hands. The Scottish Parliament has the power to keep the NHS in public hands but it could not stop other services such as the Royal Mail being privatised by Westminster
                    


                    	An economic policy aimed at economic stability and job security in Scotland will replace an economic policy which disproportionately benefits London and the South East of England
                    


                    	Access to our own resources - for every one of the last 32 years estimates show Scotland has generated more tax per head than the UK as a whole. With independence, decisions about the level and allocation of public spending will be taken here in Scotland
                    


                    	An economic policy that can be tailored to take advantage of Scotland's world-class universities and key growth industries like food and drink, life sciences, and tourism
                    


                    	An independent Scotland can invest our oil wealth for future generations. By value there is estimated to be as much North Sea oil still to come as has already been extracted. Norway has a savings fund worth more than £470 billion
                    


                    	Our taxes will not be used to pay for nuclear weapons and we can remove Trident from Scotland for good
                    

                

            


            
                
                    Gains from independence - if we are the first government of an independent Scotland
                


                
                    	A transformational extension of childcare, giving our children the best start in life, making it easier for parents - especially mothers - to return to work and delivering new job opportunities
                    


                    	Abolition of the "bedroom tax" which will save 82,500 households in Scotland - including 63,500 households with a disabled adult and 15,500 households with children - an average of £50 per month
                    


                    	A halt to the rollout of Universal Credit and Personal Independence Payments in Scotland allowing future Scottish governments to develop reforms to our welfare system that meet our needs
                    


                    	The first steps towards a fairer tax system by ensuring that basic rate tax allowances and tax credits rise at least in line with inflation, and ending of the married couples tax allowance and abolishing the Shares for Rights scheme
                    


                    	Pensioners' incomes protected with the triple lock so that pensions increase by either inflation, earnings, or 2.5 per cent, whichever is highest
                    


                    	Simplification of the tax system to reduce compliance costs, streamline reliefs and help to reduce tax avoidance, with a target revenue gain of £250 million a year by the end of the first term
                    


                    	Return of the Royal Mail to public ownership in Scotland, guaranteeing the quality of service that all parts of our country currently enjoy
                    


                    	A Fair Work Commission and a guarantee that the minimum wage will rise at least in line with inflation. Over the last five years, this would have improved the earnings of the lowest paid Scots by the equivalent of £675. Continued support for the living wage for central government staff and promotion of it for other sectors of the Scottish economy
                    


                    	A timetable for reducing the rate of corporation tax by up to three percentage points to counter the gravitational business pull of London
                    


                    	Examination of further help for small businesses, for example with national insurance costs to encourage them to create more jobs
                    


                    	Reduction in Air Passenger Duty by 50 per cent, with a view to abolishing it when public finances allow
                    


                    	Support for energy efficiency and the roll out of green technology from central government budgets to reduce energy bills by around 5 per cent
                    

                

            

        

    
        
            
                Introduction
            


            
                What you can expect from this guide to an independent Scotland
                

                The Scottish Government supports independence for Scotland.
            


            
                On 18 September 2014 you will be asked to vote in a referendum on the question:
            


            
                'Should Scotland be an independent country?'
            


            
                The Scottish Government believes you should vote Yes.
            


            
                This guide sets out the gains of independence for Scotland - whichever party is in government - and this Government's vision and priorities for action if we are the first government of an independent Scotland. It also explains the process by which Scotland will become independent following a Yes vote and how our newly independent Scotland will work.
            


            
                Scotland has many natural advantages. The foundations of our economy are strong. We have abundant natural resources. We have a talented population with many world-class businesses and institutions. We have a proud history, progressive traditions, fine intellectual and artistic accomplishments, a strong identity and many friends across the world.
            


            
                Through devolution, the people of Scotland have experienced some of the benefits of independence. The advantages of taking decisions for ourselves have been clear. Crime is lower. Health outcomes have improved. In many ways - like our unemployment rate - our economy is stronger than the UK as a whole. The Scottish Parliament has protected the NHS from privatisation and restored our tradition of free education.
            


            
                This guide lays out how we can complete Scotland's journey to home rule and become a fully independent country.
            


            
                If Scotland votes Yes in the referendum the Scottish Government will negotiate so that Scotland becomes independent on 24 March 2016.
            


            
                In detail, this guide sets out:
            


            
                The case for independence. Decisions about Scotland - decisions that affect us, our families, our communities and the future of our country - should be taken in Scotland to reflect the views and concerns of the Scottish people, rather than by governments at Westminster with different priorities, often rejected by voters in Scotland.
            


            
                The strong foundations already in place for the economy and public finances of an independent Scotland. Scotland can afford to be independent. We can pay for, and protect, our public services. Even those who currently argue against independence accept that Scotland can be a successful independent country. Independence will give us the powers we need to build an even stronger economy. It will equip us to compete effectively in the global economy, rather than remain under Westminster which has created an unequal society and an unbalanced economy.
            


            
                How Scotland will become independent. Following a vote for independence on 18 September 2014, Scotland will prepare to become an independent country. There will be negotiations with the rest of the UK, the EU and other international partners. Planning for independence in March 2016 allows a realistic time to reach agreement in those discussions and to complete the legal processes to transfer power to the Scottish Parliament.
            


            
                The first parliamentary election in an independent Scotland will take place on 5 May 2016.
            


            
                What an independent Scotland will look like. The shape of Scotland in the future will be determined by how the people of Scotland vote in elections in 2016 and thereafter. The current Scottish Government will lead Scotland from a Yes vote in September 2014 to independence in March 2016. This guide sets out what Scotland will look like at the point of independence - on issues such as the currency, the monarchy and membership of the EU.
            


            
                The gains of independence for you, your family and community. Independence will give the Scottish Parliament new powers in areas like the economy, taxation, welfare, energy and defence, and control over key national assets like the postal system. In this guide we set out the many opportunities these powers will give Scotland, and some of the current Scottish Government's priorities for action if we are elected to be the government of an independent Scotland in May 2016.
            


            
                Answers to your questions. In this guide we answer detailed questions we have been asked about independence.
            


            
                Structure of this guide
                

                Part one of the guide sets out an overview of the case for independence:
            


            
                	why Scotland needs independence
                


                	what Scotland will look like on independence
                


                	what will happen between a Yes vote and Scotland becoming independent
                


                	our financial and economic strengths
                


                	the benefits of independence and the priorities for action of the current Government if it is the first government of an independent Scotland
                


                	the consequences of Scotland voting No to independence
                

            


            
                Part two describes the strengths of Scotland's national finances over recent decades compared to the UK as a whole. It also estimates Scotland's opening financial position at the point of independence - 2016/17 - and sets out this Government's priorities for the first term of a Scottish Parliament.
            


            
                Part three provides detailed analysis of the changes needed across Scotland, the opportunities that independence provides for any future Scottish government to make those changes, and the particular priorities for action identified by this Government. These chapters cover:
            


            
                	Finance and the Economy, including measures to boost the economy, create jobs and ensure we have a skilled, motivated and fairly-rewarded workforce, and proposals on our currency, the tax system, and financial regulation
                


                	Transport, including proposals to strengthen connections within and to Scotland, support decarbonisation and reduce Air Passenger Duty
                


                	Health, Wellbeing and Social Protection, including proposals to improve pensions, build a fairer welfare system in an independent Scotland, and continue to protect our NHS
                


                	Education, Skills and Employment, including the opportunities for our schools, universities and colleges to flourish with independence, our transformational childcare proposals, and the need to address inequalities in educational attainment in our schools, protect free university education and strengthen Scotland's academic research base
                


                	International Relations and Defence, including Scotland's transition to independent membership of the EU, and our proposals for Scotland's armed forces and international representation
                


                	Justice, Security and Home Affairs, including the opportunities to make our communities safe, protect ourselves against terrorism and other security threats, and establish a system of immigration and citizenship that meets Scotland's needs
                


                	Environment, Rural Scotland and Energy & Resources, including the opportunities for our food and drink, agriculture and fishing industries, and our rural and island communities, and proposals to support our energy industries - oil and gas and renewables - and manage our energy wealth for the future with the creation of a Scottish Energy Fund
                


                	Culture and Communications, including the future of broadcasting and the Royal Mail in Scotland
                

            


            
                Part four sets out the timescale and process for Scotland to become an independent country following a Yes vote in the referendum. It describes the transition that will take place and the negotiations that will be required on assets and liabilities, and to ensure continued delivery of public services. It also sets out the opportunities for a modern democracy with our own written constitution and describes how equality and human rights will be protected and promoted on independence.
            


            
                Finally, in Part five we answer detailed questions we have been asked about independence.
            

        

    
        
            
                Summary
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                    Part One - The case for independence
                


                
                    Independence means that Scotland's future will be in our own hands. Decisions currently taken for Scotland at Westminster will instead be taken by the people of Scotland.
                


                
                    A vote for independence will be the clearest possible declaration of confidence in ourselves and our nation. Independence will release a period of energy, effort and ambition which has the power to realise our hopes and expectations and transform our country.
                


                
                    Independence is not an end in itself. The Scottish Government wants us to have the powers of independence so that people who live here can build a different and better Scotland, where the many benefits of our rich and vibrant society are cherished and shared and where we work together to advance our nation as a whole.
                


                
                    At the heart of the case for independence are the principles of democracy, prosperity and fairness:
                


                
                    	the people of Scotland will always get governments we vote for
                    


                    	we will control our own resources and make our own decisions about our economy
                    


                    	we can decide how we use our wealth to benefit all the people in our society
                    

                


                
                    If we vote for independence, the eyes of the world will be on Scotland as our ancient nation emerges - again - as an independent country. Scotland will become the 29th member of the European Union and the 194th member of the United Nations.
                


                
                    We can already all be proud of the democratic and peaceful process we are engaged in through the referendum. It shows the world that Scotland is ready to be a nation and will be a good and active global citizen.
                


                
                    At the first independent election on 5 May 2016, voters will have the chance to choose a government and policies for Scotland's future. Independence will give that government the powers it needs to build a more prosperous country and a fairer society.
                

            


            
                
                    Part Two - Scotland's national finances
                


                
                    Scotland is a wealthy country and can more than afford to be independent. Our public finances have consistently been healthier than those elsewhere in the UK, giving us a strong platform upon which to build economic success and maintain strong services.
                


                
                    Over each of the last 32 years, estimates show Scotland has contributed more tax per head of population than the the UK as whole. Total Scottish tax receipts in 2011/12 (the latest year for which figures are available) were equivalent to £10,700 per head. This compares to a figure of £9,000 per head in the UK as a whole.
                


                
                    Taking tax and spending together, over the last five years Scotland's public finances have been stronger than the UK as a whole by a total of £12.6 billion - almost £2,400 per head. Over the period from 2007/08 to 2011/12 the ratio of public spending to GDP was estimated to be lower for Scotland than in the UK as a whole.
                


                
                    On independence in 2016, Scotland's estimated financial position will continue to be healthier than the UK as a whole. We will set out on a firm financial footing. The Government has identified measures to raise revenue and reduce spending that will provide scope for our immediate priorities for action: transformation of our childcare system, ending the "bedroom tax", and competitive business taxation.
                

            


            
                
                    Part Three - The opportunities of independence
                


                
                    Economy
                    

                    Even without North Sea oil and gas, GDP (national economic output) per head in Scotland is virtually identical to that of the UK as a whole. With oil it is almost one-fifth bigger.
                


                
                    The Scottish economy has key strengths in growth industries such as food and drink, energy, creative industries, tourism and life sciences. Per head of population we have more top universities than any other country in the world. We perform strongly as a location for inward investment and we have a strong financial services industry.
                


                
                    The economic choice in the independence referendum is therefore how to build on this sound economic base to create sustainable jobs, ensure that more people share in Scotland's wealth and build long-term resilience and security in our economy.
                


                
                    Under the Westminster system Scotland is treated as a regional economy within the UK. Our ability to meet future challenges and seize opportunities is constrained and many major decisions are taken by Westminster. Currently, the Scottish Parliament is responsible for just 7 per cent of taxes raised in Scotland; new tax powers will only increase this to around 15 per cent. With independence Scotland will control 100 per cent of our resources.
                


                
                    Under the Westminster system, Scotland is also locked in to one of the most unequal economic models in the developed world: since 1975 income inequality among working-age people has increased faster in the UK than in any other country in the OECD. The increasing geographical imbalance concentrates jobs, population growth and investment in London and the South East of England, but no action has been taken to address this by successive Westminster governments.
                


                
                    The UK economic model is also vulnerable to instability. The UK recession and recovery has been more prolonged and damaging than first thought and debt levels remain amongst the highest in the developed world.
                


                
                    The gap between rich and poor, the increasing concentration of economic activity in one part of the UK and the imbalances in the structure and composition of the UK economic model all suggest that continuing as a regional economy will hamper job creation in Scotland and reduce economic resilience and security in the long-term.
                


                
                    The Scottish Government believes that Scotland needs to become independent to address these issues. Only independence provides the opportunity to build an economy to take advantage of our unique strengths and size, and to deliver a more prosperous, resilient and fairer Scotland, fully engaged in Europe and the wider world.
                


                
                    The Scottish Government plans to use the powers of independence to achieve higher levels of growth and job opportunities through:
                


                
                    	a strong external focus on competing in the global economy
                    


                    	promoting areas of comparative advantage to develop a distinctive economy
                    


                    	emphasising innovation, technology and manufacturing
                    


                    	fostering high levels of trust and reducing income inequality, encouraging a stronger and shared sense of national purpose
                    


                    	improving workforce skills and opportunities, particularly for women and young people
                    

                


                
                    Our priorities would include:
                


                
                    	increasing female and parental participation in the workforce through a transformational expansion in childcare provision
                    


                    	giving Scottish businesses a competitive edge by providing a clear timetable for reducing corporation tax by up to three percentage points; and improving international connectivity by cutting Air Passenger Duty by 50 per cent
                    


                    	introducing a package of employment measures designed to improve company performance and develop a greater sense of cohesion and opportunity in the workplace, including employee representation and greater female participation on company boards
                    


                    	examining how to help small businesses, for example with their national insurance contributions
                    

                


                
                    We plan to establish a Fair Work Commission which will guarantee that the minimum wage will rise at the very least in line with inflation and provide advice on fairness at work and business competitiveness. The Commission will work with a Convention on Employment and Labour Relations to transform the relationship between government, employers and employees.
                


                
                    Currency
                    

                    The pound is Scotland's currency just as much as it is the rest of the UK's.
                


                
                    The expert Fiscal Commission Working Group concluded that retaining Sterling as part of a formal Sterling Area with the UK would be the best option for an independent Scotland and the rest of the UK.
                


                
                    The Scottish Government agrees with that view. Using Sterling will provide continuity and certainty for business and individuals, and an independent Scotland will make a substantial contribution to a Sterling Area. We will therefore retain the pound in an independent Scotland.
                


                
                    Taxation
                    

                    With independence the Scottish Parliament will make decisions about all aspects of taxation. Independence will provide an opportunity to design a Scottish tax system based on specific Scottish circumstances, preferences and principles.
                


                
                    Tax rates and allowances will be set by future governments in an independent Scotland. As Scotland's public finances are healthier than those of the UK as a whole, there will no requirement for an independent Scotland to raise the general rate of taxation to fund existing levels of spending.
                


                
                    As well as the changes to business taxation outlined above, the current Scottish Government would make the following changes to personal taxation during the first term of an independent Scottish Parliament:
                


                
                    	we will ensure that the personal tax allowance and tax credits increase in line with inflation
                    


                    	we will end the proposed tax allowance for some married couples which does not help all families and parents
                    


                    	we will abolish the Shares for Rights scheme which offers tax incentives to those giving up employment rights, creating tax avoidance opportunities and risks to employees
                    


                    	we will simplify the tax system to reduce compliance costs, streamline reliefs and help to reduce tax avoidance, with a target revenue gain of £250 million a year by the end of the first term
                    

                


                
                    Transport
                    

                    Scotland's geographical position makes strong international and cross-border transport links vital for our economic success and our social wellbeing. Within the UK, Westminster focuses on the transport needs of London and the South East, as the plans for high-speed rail demonstrate. Independence will provide us with more choices for our transport system, and we will be able to decide our forward investment based on our own finances rather than within boundaries set by Westminster. We will be able to consider options such as different ownership models for the rail network, and address Scotland's international connections to the global marketplace, developing our air and sea access to the most important markets. We will also be able to consider tax measures to help transport in Scotland, like reducing Air Passenger Duty and examining the benefits of a Fuel Duty Regulator mechanism to stabilise prices for business and consumers.
                


                
                    Early years
                    

                    Parents in the UK face some of the highest childcare costs in Europe. Parents in Scotland spend around 27 per cent of household income on childcare, compared to the OECD average of 12 per cent.
                


                
                    Independence will give us the opportunity to make a transformational change to the way that Scotland provides childcare services, which will allow parents, in particular women, to choose to work without worrying about the cost of looking after their children. With independence the benefits of their work - in economic growth and tax revenues - will stay in Scotland, contributing over time to the costs of this provision.
                


                
                    This Government plans a universal system of high quality early learning and childcare for children from the age of one to when they enter school. By the end of the first independent Scottish Parliament, every three and four year old and vulnerable two year old will be entitled to 1,140 hours of child care a year. This is the same amount of time as children spend in primary school in a year (the equivalent of 30 hours per week over 38 weeks).
                


                
                    This extension in the provision of early learning and childcare will be achieved in a way that is affordable and sustainable. It will include investment in training and require a substantial increase in the workforce. We estimate that it will create around 35,000 new jobs. The additional investment will also cover regulation, inspection and quality through Education Scotland, the Care Inspectorate and the Scottish Social Services Council.
                


                
                    Schools and universities
                    

                    In Scotland's secondary schools, attainment levels have increased year-on-year. Substantial programmes of investment in new schools and teacher numbers have also been put in place. Scotland's schools are now implementing the Curriculum for Excellence to equip young people with the skills they need for the 21st century.
                


                
                    However, Scotland still has a long-standing problem with equality of attainment in our schools. Pupils from the most deprived 20 per cent of areas leave school with significantly lower qualifications than those in the least deprived 20 per cent. That gap is greater than most of the developed nations against which we measure ourselves. Independence gives us the opportunity to address this gap and the wider issues of deprivation and poverty which lie behind it.
                


                
                    Independence will also allow Scotland to protect the principle of free education, and the current Scottish Government guarantees that, on independence, Scottish students will continue to have free access to higher education.
                


                
                    We plan to continue to participate in the current common research area ensuring that Scotland's research continues to be available across the UK to benefit both Scotland and the rest of the UK. Scotland will pay our way within the common research area, and contribute to arrangements for research funding through the existing Research Councils.
                


                
                    State Pensions
                    

                    The proportion of tax revenues taken up by social protection (including state pensions) is lower in Scotland than the UK, so these benefits are currently more affordable here.
                


                
                    We will ensure that current pensioners will receive their pensions as now, on time and in full. All accrued rights will be honoured and protected, and planned reforms will be rolled out, including the single-tier pension.
                


                
                    While we accept that the State Pension Age should rise to 66 according to the existing timetable, the Westminster Government's plan for a rapid move to 67 is a concern. The timetable is significantly faster than that announced by the previous Westminster Government and it fails to take account of the fact that, due to lower life expectancy, Scots currently enjoy fewer years, on average, in receipt of state pensions than pensioners elsewhere in the UK.
                


                
                    This Scottish Government plans to:
                


                
                    	set up an Independent Commission on the State Pension Age to consider the appropriate State Pension Age for Scotland over the long term
                    


                    	uprate the State Pension by the triple-lock from 2016. This means that pensions increase by average earnings, CPI inflation, or 2.5 per cent - whichever of these is highest - and provides protection for the value of pensions over time
                    


                    	ensure that from 6 April 2016, new pensioners will receive a Scottish single-tier pension, set at the rate of £160 per week - £1.10 a week higher than the rate currently expected for the UK
                    


                    	retain the Savings Credit (the full Savings Credit payment is currently £18 per week for a single person) benefiting around 9,000 low income pensioners
                    

                


                
                    Private and public service pensions
                    

                    This Scottish Government supports the continued roll-out of automatic enrolment, introduced last year, to help address the historic decline in private pension saving. With independence, we would establish a Scottish Employment Savings Trust to provide a workplace pension scheme focused on people with low to moderate earnings, which will accept any employer wishing to use it.
                


                
                    In an independent Scotland, all public service pension rights and entitlements will be fully protected and accessible.
                


                
                    The organisation and infrastructure needed to pay state and public sector pensions is already in place in Scotland, through the pensions centres in Motherwell and Dundee, the Scottish Public Pensions Agency and the local authority teams that manage public sector pensions.
                


                
                    Social protection
                    

                    In an independent Scotland we envisage a welfare system based on clear principles and values: support for people who work; a safety net for people who cannot work; and a climate of social solidarity.
                


                
                    The current Westminster Government's approach to welfare has consistently been rejected by a majority of Scottish MPs and MSPs. If we leave welfare in Westminster's hands, our welfare state is likely to be changed beyond recognition. Universal Credit and Personal Independence Payments have suffered from controversy and delay, and have created significant anxiety amongst some of our most vulnerable people. The unfairness of the "bedroom tax" is well known.
                


                
                    We believe it is possible to design an efficient and fair welfare system that meets the needs of those who depend on it, and treats them with dignity and respect while supporting those who can to find work.
                


                
                    Following independence, the immediate priorities will be to reverse the most damaging and counterproductive of the UK welfare changes. On independence the current Government will:
                


                
                    	abolish the "bedroom tax" within the first year of the first year of the independent Scottish Parliament
                    


                    	halt the further roll out of Universal Credit and Personal Independence Payments in Scotland
                    


                    	ensure that benefits and tax credits increase at least in line with inflation to avoid the poorest families falling further into poverty
                    

                


                
                    If there is a vote for independence in the referendum, the Scottish Government will ask the Westminster Government to stop the roll-out in Scotland of Universal Credit and Personal Independence Payments immediately. This will give the Scottish Government elected in 2016 maximum flexibility to reform the welfare system in line with Scotland's priorities.
                


                
                    Health
                    

                    In an independent Scotland, we will continue to provide high quality, world-leading health and social care in a way that reflects the founding principles of the NHS and our social care services.
                


                
                    Scotland faces long-standing challenges in health outcomes which are strongly associated with economic and social disadvantage. With independence, Scotland can work towards a fairer society that will address these health inequalities.
                


                
                    Independence will not affect the day-to-day management of the NHS in Scotland, nor how people access NHS services. Similarly, it will not mean ending current cross-border arrangements with health services in the rest of the UK, which have continued even though the NHS in Scotland already operates independently.
                


                
                    International relations
                    

                    An independent Scotland will have a firm commitment to international partnership and co-operation, not only in these Isles, but also in the EU and other international organisations, to secure shared interests and protect Scotland's people and resources.
                


                
                    Scotland and the rest of the UK will have a close and constructive relationship both at home and on many foreign policy issues. The current Scottish Government would intend to support the rest of the UK in maintaining its seat on the UN Security Council.
                


                
                    We plan to establish a network of overseas embassies and consulates to represent Scotland's interests internationally.
                


                
                    We estimate that the running costs of our initial proposed network of 70 to 90 overseas missions will be £90-120 million. This is expected to be below Scotland's population share of the UK's total expenditure on overseas representation in 2016/17, giving opportunities for savings. Scotland would also be entitled to a fair share of the UK's assets.
                


                
                    European Union
                    

                    The Scottish Government, supported by the overwhelming majority of Members of the Scottish Parliament, believes that membership of the EU is in the best interests of Scotland. It is our policy, therefore, that an independent Scotland will continue as a member of the EU.
                


                
                    Following a vote for independence, the Scottish Government will immediately seek discussions with the Westminster Government and with the member states and institutions of the EU to agree the process whereby a smooth transition to full EU membership can take place on the day Scotland becomes an independent country.
                


                
                    We will approach EU membership negotiations on the basis of the principle of continuity of effect. That means that Scotland's transition to independent membership will be based on the EU Treaty obligations and provisions that currently apply to Scotland under our present status as part of the UK. It will avoid disruption to Scotland's current fully integrated standing within the legal, economic, institutional, political and social framework of the EU.
                


                
                    While the Scottish Government recognises the political and economic objectives of the Eurozone, an independent Scotland will not seek membership. Scotland's participation in the Sterling Area will not conflict with wider obligations under the EU Treaties.
                


                
                    Nor will we seek membership of the Schengen area. Instead, an independent Scotland will remain part of the Common Travel Area (CTA) with the rest of the UK, Ireland, the Isle of Man and the Channel Islands. The CTA, which dates back to the early 1920s, is part of the broader "social union" that is the expression of the close economic, social and cultural ties across the nations of these islands.
                


                
                    International development
                    

                    Part of being a good global citizen is a commitment to international development. In line with the target recognised by the United Nations as long ago as 1970, we plan to spend 0.7 per cent of Gross National Income on Official Development Assistance, and to enshrine it as a binding, statutory commitment.
                


                
                    Defence
                    

                    By removing nuclear weapons and maintaining defence forces appropriate to our circumstances, we can save a substantial proportion of Scotland's current defence contribution to the UK, while still having levels of defence spending that allow us to deliver the capabilities we need and make a significant investment in procurement, supporting key Scottish industries including the shipbuilding industry.
                


                
                    Following a vote for independence, we would make early agreement on the speediest safe removal of nuclear weapons a priority. This would be with a view to the removal of Trident within the first term of the Scottish Parliament following independence.
                


                
                    Following a vote for independence in 2014, the Scottish Government will notify NATO of our intention to join the alliance and will negotiate our transition from being a NATO member as part of the UK to becoming an independent member of the alliance. Scotland would take our place as one of the many non-nuclear members of NATO.
                


                
                    The current Scottish Government has identified five defence priorities for an independent Scotland:
                


                
                    	maintaining the commitment to a budget for defence and security in an independent Scotland of £2.5 billion
                    


                    	securing the speediest safe withdrawal of nuclear weapons from Scotland
                    


                    	building a focus on maritime capabilities, such as air and sea-based patrol, and specialist forces able to operate around our coasts, protecting Scotland's maritime assets and contributing to collective security in the North Atlantic
                    


                    	progressively building to a total of 15,000 regular and 5,000 reserve personnel following independence
                    


                    	reconfiguring the defence estate inherited at the point of independence to meet Scotland's needs, including the transition of Faslane to a conventional naval base and joint headquarters of Scottish defence forces
                    

                


                
                    We are prepared to negotiate arrangements for the continued use of defence infrastructure in Scotland by UK forces and vice versa, at least for a transitional period. Such arrangements could be carried forward into the longer term, where both the countries consider them the most effective means of delivering defence capabilities.
                


                
                    Justice
                    

                    It is our more deprived communities that suffer most from the impact of crime and are most vulnerable to the influence of organised crime. An independent Scotland will have control over policy on welfare, employment and public expenditure. As a result, rather than just dealing with the consequences of crime and disadvantage through the criminal justice system, an independent Scotland will be able to use the full range of powers available to government to make our communities safer, stronger and more secure.
                


                
                    There are some specific issues that would become the responsibility of the Scottish Parliament on independence, such as firearms, drugs - including the proceeds of drug trafficking - and gambling. Responsibility for these will allow Scotland to take an integrated approach to issues that affect our communities.
                


                
                    Security
                    

                    An independent Scotland will have national security arrangements that reflect Scotland's needs, values and the risks and threats we face, based on a full review of security requirements and a regular cycle of threat assessments.
                


                
                    A new security and intelligence agency will have a range of responsibilities focused on intelligence-gathering, analysis and reporting, assessment of risk and threat, cyber security and protection of critical infrastructure. Although independent, it would work closely with Police Scotland.
                


                
                    Given the interest of both Scotland and the rest of the UK in our mutual security, the Scottish Government will work closely with the current UK security and intelligence agencies both to ensure that there is a seamless, secure transition and for the continuing security of both countries.
                


                
                    Immigration
                    

                    Scotland's differing demographic and migration needs mean that the current UK immigration system has not served our interests.
                


                
                    This Government plans, following independence, a points-based immigration system, targeted at particular Scottish needs. The system will enable us to meet the needs of Scottish society with greater flexibility. For example, it could provide incentives to migrants who move to live and work in remoter geographical areas - assisting with community sustainability, or adding new categories of skills.
                


                
                    We will also reintroduce student visas removed by Westminster to encourage more talented people from around the world to further their education in Scotland, providing income for Scotland's education institutions and contributing to diversity.
                


                
                    Citizenship and passports
                    

                    In taking forward the result of a vote for independence, we will ensure that British citizens "habitually resident" in Scotland on independence will automatically be considered Scottish citizens. This will include British citizens who hold dual citizenship with another country. Scottish-born British citizens currently living outside of Scotland will also automatically be considered Scottish citizens. Other people will be able to register or apply for Scottish citizenship on independence based on clear criteria.
                


                
                    All Scottish citizens will have the right to acquire a Scottish passport, although there will be no requirement to hold one. We plan that citizens will be able to apply for Scottish passports from the date of independence.
                


                
                    Rural Scotland
                    

                    Scottish farmers, crofters and rural and remote communities should be able to compete on a level playing field with their counterparts across Europe.
                


                
                    The interests of rural Scotland have been repeatedly traded off against other UK priorities in EU negotiations where Scotland has no direct voice.
                


                
                    Successive Westminster governments have argued for a significant reduction in agricultural support payments despite Scotland's already low share of funding and the need for support given our geographical and climatic challenges. These payments are vital to ensure our farmers and crofters continue to produce food, deliver environment benefits and sustain our rural communities.
                


                
                    An independent Scotland will engage with the EU as an independent member state to secure a fairer return, boosting support to Scotland's farmers, increasing business start-up assistance for young farmers, supporting more infrastructure investments in broadband and renewables, and providing greater investment in rural tourism.
                


                
                    As an independent member state, Scotland will be negotiating as one of the foremost and most respected fishing nations in Europe. This status will give Scotland the opportunity to take a leadership role in reforming the Common Fisheries Policy to deliver fisheries management at regional and Member State level and to keep Scottish quota in Scotland.
                


                
                    Food and drink
                    

                    Scotland's Food and Drink sector contributes 18 per cent of our overseas exports, but less than 1.5 per cent of overseas exports for the UK as a whole. Scotland's food and drink industry does an excellent job promoting the Scottish brand, but Scotland is constrained by the current constitutional settlement from directly engaging on a level footing with other countries. Independence will boost Scotland's international profile, delivering new opportunities for food and drink exports, as well as attracting new visitors to our country to enjoy our produce.
                


                
                    Energy
                    

                    Scotland is an energy-rich nation. We have the largest oil reserves in the EU as well as huge renewable energy potential. But under successive Westminster governments our energy wealth has not been invested, instead it has gone straight to the UK Treasury.
                


                
                    Independence gives Scotland the opportunity to harness this energy wealth for the people of Scotland. With independence we can ensure that taxation revenues from oil and gas support Scottish public services, and that Scotland sets up an Energy Fund to ensure that future generations also benefit from our oil and gas reserves. The principles of stability and certainty that will guide this Government's approach will guarantee new investment in energy: we have no plans to increase the overall tax burden on the oil industry and no changes will be made to the fiscal regime without consultation.
                


                
                    A well-functioning energy market, delivering the best outcome for consumers, is a prerequisite for a flourishing economy and society. With our plans for independence, Scotland's substantial energy resources and balanced generation mix will provide enhanced security of supply, greater long-term stability in energy prices, decarbonisation of electricity generation, the protection and creation of jobs and further community empowerment. We propose that a single GB-wide market for electricity and gas will continue, helping the rest of the UK secure its supply and meet its renewables obligations, provided that the system also meets Scottish requirements for security of supply.
                


                
                    The government of an independent Scotland will be able to use all the powers available to us to help people with their energy bills. The current Scottish Government intends to meet the costs of programmes like the Energy Company Obligation and Warm Homes Discount from central resources. This will allow energy companies to reduce bills to consumers by around five per cent.
                


                
                    Culture
                    

                    In an independent Scotland we will build on our cultural ambitions for Scotland. Our approach has been, and will continue to be, distinct from that of Westminster in that we recognise the intrinsic value of culture and heritage, and do not just value them for their economic benefit, substantial though that is. We view culture and heritage as fundamental to our wellbeing and quality of life. Our ambition is to build an independent nation where our cultural and historic life can continue to flourish. With independence we will have new powers over the economy to encourage our culture and creative sectors. And the process of becoming independent will, itself, stimulate new creativity and energy in Scotland.
                


                
                    An independent Scotland will enjoy increased opportunities to build our international reputation for culture, heritage and creativity. The development of a Scottish overseas diplomatic and trade network will provide Scotland with the opportunity to promote and share our culture and traditions with nations across the world.
                


                
                    Broadcasting
                    

                    Independence will create new opportunities in broadcasting and production in Scotland. A new publicly funded, public service broadcaster should help strengthen our democracy, encourage production and participation. It should be a trusted, reliable, impartial source of information and reflect the diversity of the nation and our world to the people of Scotland, and it should seek opportunities to collaborate beyond our borders to pioneer innovation in entertainment, education and journalism.
                


                
                    Following independence the Scottish Government plans to honour all existing TV and radio broadcasting licences to their expiry, maintaining access to all the existing programming and content that people currently enjoy.
                


                
                    Alongside the commercial channels serving Scotland, we plan to create a new public service broadcaster, the Scottish Broadcasting Service (SBS), which will initially be based on the staff and assets of BBC Scotland. Over time the SBS would develop services to reflect the broad interests and outlook of the people of Scotland. Broadcasting on TV, radio and online, the SBS will be funded by licence fee, which on independence will be the same as the UK licence fee. All current licence fee payment exemptions and concessions will be retained. We propose that the SBS enters into a new formal relationship with the BBC as a joint venture, where the SBS would continue to supply the BBC network with the same level of programming, in return for continuing access to BBC services in Scotland. This will ensure that the people of Scotland will still have access to all current programming, including EastEnders, Dr Who, and Strictly Come Dancing and to channels like CBeebies.
                

            


            
                
                    Part Four - Transition
                


                
                    Between the referendum in 2014 and independence in 2016
                    

                    The period between the referendum and independence will see negotiations with the rest of the UK, represented by the Westminster Government, and with the EU and other international partners and organisations. Following these preparations and negotiations, Scotland will assume our status as an independent country on 24 March 2016.
                


                
                    Following a vote for independence in 2014, agreements will be made between the Scottish and Westminster Governments, in the spirit of the Edinburgh Agreement, setting the parameters for Scotland's transition to independence. These will:
                


                
                    	set out the precise timetable towards independence day in 2016
                    


                    	determine the principles, process and timetable for the negotiation and conclusion of the agreements which will form the final independence settlement
                    


                    	provide the Scottish Government and Scottish Parliament with the legal powers they need to prepare for independence
                    

                


                
                    Soon after a vote for independence, we will seek a transfer of the necessary powers to the Scottish Parliament so that it can establish the constitutional platform for an independent Scotland - the laws and administrative arrangements to establish Scotland as an independent state.
                


                
                    In addition to discussions with the UK, negotiations will be held with the EU in advance of independence to settle the terms of an independent Scotland's continuing membership.
                


                
                    The final agreement with the rest of the UK will cover a range of matters, including the approach to assets and liabilities and the delivery of services. The over-riding priority will be the seamless delivery of public services to citizens of both countries.
                


                
                    The apportionment of the UK national debt will be negotiated and agreed. The national debt could be apportioned by reference to the historic contribution made to the UK's public finances by Scotland, or on the basis of our population share. We may choose to offset Scotland's share of the value of UK assets against our inherited debt. On any realistic calculation Scotland's inherited debt is projected to be a lower proportion of GDP than is the case for the UK as a whole.
                


                
                    Government and Civil Service
                    

                    Independence will see the Scottish Government develop new functions as it takes on the responsibilities of serving an independent country. Scotland already has a civil service that is politically impartial, appointed on merit and supports the elected government of the day. If the present Scottish Government is re-elected we plan to spread government jobs and decision-making, delivering the direct economic benefits of independent government to more parts of Scotland.
                


                
                    The Westminster Government employs nearly 30,000 civil servants in Scotland at present. On independence many will transfer to the employment of the Scottish Government and its agencies. We will work with the Westminster Government to preserve continuity of employment for all staff, either by transfer to the Scottish Government or through continued employment by the Westminster Government where it still requires their skills.
                


                
                    A modern constitution
                    

                    Independence provides an opportunity to modernise Scottish democracy on the basis of a written constitution setting out the way the country is governed and the rights of its citizens.
                


                
                    The Scottish Government believes a constitutional convention will ensure a participative and inclusive process by which the people of Scotland, as well as politicians, civic society organisations, business interests, trade unions, local authorities and others, can have a direct role in shaping the constitution.
                


                
                    The Scottish Government will be just one of many voices contributing to the debate and helping to shape Scotland's written constitution. However, there are certain provisions that the Government believes should be considered by the constitutional convention, such as equality of opportunity and the right to live free of discrimination and prejudice, a constitutional ban on nuclear weapons being based in Scotland, and certain social and economic rights, such as the right to education, the right to healthcare and protections for children.
                


                
                    The Monarchy and the Crown
                    

                    On independence Scotland will be a constitutional monarchy, continuing the Union of the Crowns that dates back to 1603, pre-dating the Union of the Parliaments by over one hundred years. On independence in 2016, Her Majesty The Queen will be head of state.
                


                
                    Earlier in 2013, the rules on succession to the Crown (as they affect Scotland and elsewhere) were amended to remove outdated gender discrimination. This Government intends to support, and promote amongst the other Commonwealth States with the Queen as head of state, a similar measure to remove religious discrimination from the succession rules.
                

            


            
                
                    Top questions and answers
                


                
                    We know that you want to know as much as possible about an independent Scotland and what it will mean for you, your family and Scotland as whole. You can find answers to some of the most common questions here, with cross-references to the relevant sections of the guide. In Part 5 we answer 650 detailed questions we have been asked about independence.
                


                
                    Why should Scotland be independent?
                    

                    Independence means Scotland's future will be in Scotland's hands. It means we can make more of Scotland's wealth, talent and resources for the benefit of the people who live in Scotland through a stronger economy, more jobs and people getting a fairer return for their hard work and efforts.
                


                
                    It will allow Scottish governments to do specific things like improve childcare, make the tax system fairer, cut energy bills and scrap the "bedroom tax".
                


                
                    Independence is about improving the quality of life for all people across Scotland. We will be able to take decisions on our economy designed for Scotland's particular needs and based on our own priorities.
                


                
                    Similar countries to Scotland have seen higher levels of economic growth over the past generation. That is because they have the bonus of being independent and are able to make the right choices for their nation and economy. If Scotland had matched the levels of growth of these other independent nations between 1977 and 2007, GDP per head in Scotland would now be 3.8 per cent higher, equivalent to an additional £900 per head.
                


                
                    Can Scotland afford to be independent?
                    

                    Yes. Scotland is one of the wealthiest nations in the world. In terms of our total economic output per head we ranked eighth out of the 34 developed countries in the OECD in 2011. We raise more tax and our public finances have been stronger than those of the UK as a whole over the past 32 years.
                


                
                    Despite all these strengths, many families in Scotland are struggling to make ends meet. We are a wealthy country and yet the full benefit of our vast wealth is not felt by the people who live and work here. With independence, we can make sure Scotland's wealth and resources work better for the people of Scotland.
                


                
                    To find out more about Scotland's public finances go to Chapter 2.
                


                
                    What will happen to my pension?
                    

                    Under our plans your state pension and any personal or occupational pensions will be paid in the same way as they are today. The rights you have accrued will be protected. Scotland is better able to afford pension and welfare payments than the rest of the UK. Social protection (which includes pensions and benefits) takes up a smaller share of our national output and our tax revenues than it does in the UK as a whole.
                


                
                    Under the Scottish Government's proposals you will, as a minimum, receive the same state pension payments on independence as in the rest of the UK. The current Scottish Government also proposes some added protections.
                


                
                    Given that life expectancy for both men and women in Scotland has consistently remained below the UK level, the present Scottish Government is committed to reviewing the Westminster Government's plan to speed up the timetable for increasing the State Pension Age to 67 between 2026 and 2028.
                


                
                    You can find out more about the state pension in Chapter 4.
                


                
                    Will independence change the tax I pay?
                    

                    The process of independence itself will not change the tax rates we pay. As Scotland's public finances are healthier than those of the UK as a whole, there will no requirement to raise the general rate of taxation to fund existing levels of spending after independence.
                


                
                    However, being able to make changes to the tax system is one of the advantages of independence. If the present Scottish Government is elected in 2016 as the first government of an independent Scotland, our first budget would:
                


                
                    	increase tax allowances and tax credits in line with inflation
                    


                    	simplify the tax system to reduce compliance costs, streamline reliefs and help to reduce tax avoidance, with a target revenue gain of £250 million per year by the end of the first term
                    


                    	end the proposed tax allowance for some married couples, which does not benefit all parents or families
                    


                    	abolish the UK's Shares for Rights scheme which encourages tax avoidance
                    

                


                
                    You can find out more about tax in an independent Scotland in Chapters 2 and 3.
                


                
                    Who will form the government of an independent Scotland?
                    

                    The first government of an independent Scotland will be elected at the next Scottish election in May 2016.
                


                
                    The 2016 elections will happen in the same way as previous elections, with both constituency and regional MSPs elected. The votes cast in 2016 will determine which party or parties form the government. That could be SNP, Scottish Labour, or any other party - or coalition of parties - that secures the support of the electorate. It will be for the people of Scotland to decide.
                


                
                    To find out more about an independent government and parliament go to Chapter 10.
                


                
                    Will Scotland be a member of the EU?
                    

                    Yes. It is the current Scottish Government's policy that Scotland remains part of the European Union. Between a Yes vote in 2014 and independence day, Scotland will agree the terms of our continuing membership of the EU. This will happen while we are still part of the UK and part of the EU, ensuring a smooth transition to independent membership.
                


                
                    You can find out more about Scotland in the EU in Chapter 6.
                


                
                    How can you guarantee our future security?
                    

                    Scotland will have our own defence forces to protect Scotland and its seas. The present Scottish Government is committed to NATO membership.
                


                
                    The current Scottish Government will ensure a strong conventional military presence on Scottish soil and in Scottish waters, but we will ensure that nuclear weapons on the Clyde are removed. To find out more about defence go to Chapter 6.
                


                
                    Scotland will also be more financially secure. The lessons from the financial crisis are being learned and across the world new rules are being put in place to reduce and where possible remove the risks that led to the crisis of 2008. There are more details in Chapter 3.
                


                
                    An independent Scotland will also have one of the best safety nets for the future with our offshore energy reserves providing a guarantee that we can protect ourselves in hard times.
                


                
                    We will establish an Energy Fund, which will save a proportion of our current oil wealth for future generations. You can find out more about Scotland's Energy Fund in Chapter 8.
                


                
                    Will we be able to keep the pound or will we be forced to join the euro?
                    

                    Scotland will continue to use the pound, just as we do today. The Scottish Government's expert advisers, the Fiscal Commission, have set out a clear framework for this. It will be in the interests of the rest of the UK as well as Scotland. You can find out more about the currency in Chapter 3.
                


                
                    EU law sets down a series of conditions a country must meet before it can join the euro. This includes entering the Exchange Rate Mechanism (ERM) II. Joining ERM II is voluntary and that means Scotland cannot be forced to join the euro. To find out more about Scotland in the EU go to Chapter 6.
                


                
                    How can Scotland be independent if we keep the pound?
                    

                    Independent countries around the world share currencies. Countries like France, Germany, and the Netherlands do not have their own currency but are clearly independent, and control their own resources. This approach makes sense for Scotland and the rest of the UK, because it will make it easier for us to trade with each other and will also mean that our mortgages and pensions continue to be in pounds and pence, just as they are today.
                


                
                    To find out more about keeping the pound, go to Chapter 3.
                


                
                    Will it cost too much to become independent?
                    

                    No. Scotland already pays our share of the cost of UK-wide services, like the benefits system and the tax system. We pay our share of the UK's armed forces and overseas embassies. After independence we will no longer be paying for these UK services and bodies, but will use the money to pay for our own Scottish equivalent. We propose to save money on some things like defence as we will not be paying towards the UK's nuclear weapons. So money that we currently send to Westminster to be spent in other parts of the UK - or on things we in Scotland do not want - will stay in Scotland to invest in a modern and efficient system of government for our newly independent country, and to pay for things that we do want. We might decide to continue to share some services with the UK, at least for a transitional period.
                


                
                    You can find out more about the transition to independence in Chapter 10.
                


                
                    What makes you think an independent Scotland will be a fairer country?
                    

                    The sort of country we become will be up to the people of Scotland. Scotland has all the wealth it needs to be a fairer country. We are one of the richest nations on the planet and could choose to use that wealth in a different way from Westminster. For example, we can choose to invest in childcare instead of spending money on nuclear weapons. We can choose not to impose the "bedroom tax" and to have a more efficient tax system that ensures everyone pays their fair share. With independence we can make different choices in line with our values and the views of the people of Scotland.
                


                
                    To find out more about the democratic opportunities of independence, go to Chapter 1.
                


                
                    You can find out more about social justice in an independent Scotland at Chapter 4.
                


                
                    What will independence deliver for me?
                    

                    With independence the Scottish Parliament will have all the powers we need in Scotland to make life better for the people who live here. The present Scottish Government's policies for an independent Scotland include:
                


                
                    	delivering a transformational change in childcare so that over time, every child from age one to starting school is guaranteed 30 hours of provision for 38 weeks of the year. This will reduce costs for families and improve support for people with children to return to work (see Chapter 5)
                    


                    	reducing your energy bills by around five per cent by moving the costs of some environmental schemes from your energy bill and funding them from central government resources (see Chapter 8)
                    


                    	protecting your state pension, with stronger guarantees that the real value of your pension will not fall (see Chapter 4)
                    


                    	ensuring that the minimum wage rises in line with inflation (see Chapter 3)
                    


                    	protecting the value of benefits, tax allowances and tax credits by uprating these in line with inflation (see Chapter 3)
                    


                    	building a fairer Scotland by stopping the roll out of Universal Credit, scrapping the "bedroom tax" and halting some of the most damaging welfare changes being introduced by the Westminster Government (see Chapter 4)
                    

                


                
                    What will happen to our relationships with the other parts of the UK?
                    

                    Scotland will continue to have a close and special relationship with the other nations of these isles. This will be a new, updated partnership of equals between the people of Scotland and the rest of the UK.
                


                
                    Under our proposals, we will keep our close links of family and friendship through a continuing social union and will continue to share the Queen as head of state (as 16 Commonwealth countries currently do) and share the pound as our currency. We'll be equal partners within the EU and as part of a common defence partnership in NATO.
                


                
                    But independence will end the parliamentary union and that means we will no longer send MPs to Westminster. Decisions about Scotland's future and about our economy and society will be taken here. The people of Scotland will be in charge.
                


                
                    To find out more about our continuing special relationship with England, Wales and Northern Ireland, go to Chapter 6.
                


                
                    What about a Scottish passport?
                    

                    Our proposals for independence mean that, as a Scottish citizen you will be entitled to a Scottish passport. A Scottish passport will cost the same as a UK passport and you will be able to continue using your existing UK passport until it is the normal time for you to change it. To find out more about passports and citizenship, go to Chapter 7.
                


                
                    Scotland is already part of a Common Travel Area (CTA) with the rest of the UK, Ireland, the Channel Islands and the Isle of Man, which dates back to the 1920s. We plan to remain part of the CTA which means that there will be no border controls, and you will not need a passport to travel to other parts of the UK, Ireland, the Channel Islands and the Isle of Man (although of course some airlines require proof of identity for domestic flights). You can read more in Chapter 6.
                


                
                    How will we become independent?
                    

                    Scotland will become independent if the people of Scotland vote Yes in the referendum on 18 September 2014. After a vote for independence, the Scottish Government will reach agreement with the Westminster Government and the EU on arrangements for the transition to independence, based on our proposed date of 24 March 2016. You can find out more about the transition to independence in Chapter 10.
                


                
                    Will we keep The Queen?
                    

                    Yes. The Queen will remain head of state in Scotland. An independent Scotland will have a written constitution which sets out how we are to be governed. There are more details about government and parliament in an independent Scotland in Chapter 10.
                


                
                    What about our share of the national debt?
                    

                    Scotland and the rest of the UK will agree a share of the national debt. This could be by reference to the historical contribution made to the UK's public finances by Scotland. An alternative approach would be to use our population share. Either way, our share of the UK's debt is projected to be smaller as a proportion of our economic output than for the UK as a whole, which means Scotland is better placed for the future.
                


                
                    However, we will also be entitled to a fair share of the UK's assets, which are estimated to be worth £1,267 billion. We may choose to offset part of our share of UK assets against the debt we agree to take on from the UK.
                


                
                    To find out more about our share of the UK debt and how we will manage it, go to Chapter 10.
                


                
                    What will happen to the benefits and tax credits I receive?
                    

                    On independence you will continue to receive benefit payments and tax credits in the same way as you do now. Becoming independent will not, in itself, change your entitlement. However, future Scottish governments can choose to do things differently from the UK. For example, this Government will stop the damaging changes to our welfare system being introduced by Westminster. We will scrap the "bedroom tax" and stop the roll out of Universal Credit and Personal Independence Payments. You can see more of our proposals for a fairer welfare system in Chapter 4.
                


                
                    Will civil servants working in UK departments still have jobs?
                    

                    Independence will mean the civil service in Scotland will cover a range of services currently provided by Westminster. Responsibility for services such as benefits will transfer to the Scottish Government. New jobs will be created for services currently delivered from other parts of the UK. We will work with the Westminster Government to preserve continuity of employment for all staff, either by transfer to the Scottish Government or through continued employment by the Westminster Government where it continues to require their skills. The pension entitlements and other terms and conditions of employment of civil servants transferring from the Westminster Government will be fully honoured. Staff who transfer will join a skilled and diverse workforce in the civil service in Scotland, which is based on the principles of honesty, integrity, objectivity and impartiality, committed to good employment practice and with a continued commitment to no compulsory redundancies.
                


                
                    You can find out more about our plans for the public sector in Scotland in Chapter 10.
                


                
                    Is it Scotland's oil and gas?
                    

                    The vast bulk of oil and gas in the UK comes from the Scottish part of the UK Continental Shelf and will be in Scotland after independence. Analysis tells us that in excess of 90 per cent of the oil and gas revenues are from fields in Scottish waters (based on well-established principles of international law). To find out more, go to Chapter 8.
                


                
                    Do we depend on oil and gas to become independent?
                    

                    No. Scotland's economic output per head, even without oil and gas, is virtually the same as the UK as a whole. So oil and gas is a bonus. When we include the output of the North Sea, Scotland produces almost a fifth more per head that the UK average.
                


                
                    Oil and gas revenues make up 15 per cent of Scotland's overall public sector receipts, compared to 30 per cent for Norway and yet Norway has prospered and has a oil fund worth £470 billion.
                


                
                    To find out more about our oil and gas wealth, go to Chapter 8.
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                Chapter 1 - The Case for Independence
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                Since the Scottish Parliament was re-established in 1999, responsibility for governing Scotland has been split.
            


            
                The Scottish Parliament and Scottish Government in Edinburgh are responsible for a range of "devolved" matters, including the National Health Service, education, justice, social services, housing, the environment, farming, fisheries and aspects of transport.
            


            
                The Westminster Government - currently a coalition of the Conservative and Liberal Democrat parties - and the Westminster Parliament have "reserved" responsibilities including defence, foreign affairs, macroeconomic policy, the welfare system, financial and business regulation and most aspects of taxation (see Annex B).
            


            
                Taxes raised in Scotland pay for both governments, but our taxes generally go directly to Westminster[1]. Devolved services are largely funded by a "block grant" determined by Westminster[2].
            


            
                Under independence, the Scottish Parliament and Scottish Government would take over all Westminster's remaining powers and responsibilities for Scotland. Decisions on economic policy, international relations, defence spending and priorities, social security benefits, taxation and other public spending would be made in Scotland by governments accountable to the Scottish people and not by Westminster governments we often do not support.
            


            
                This chapter gives an overview of:
            


            
                	why Scotland needs independence
                


                	what Scotland will look like on independence
                


                	what will happen between a Yes vote and Scotland becoming independent
                


                	our financial and economic strengths
                


                	the benefits of independence and the priorities for action of the current Scottish Government if it becomes the first government of an independent Scotland
                


                	the consequences of Scotland voting No to independence
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                Later chapters of this guide look at these issues in greater detail.
            


            
                
                    Why Scotland needs independence
                


                
                    The central purpose of independence is to make life better for people living in Scotland. Only a Scottish Parliament and Government will always be able to put the interests of the people of Scotland first. We only have to look at the track record of devolution since 1999 to know this is the case; these powers have been good for Scotland, but in those areas still controlled by Westminster there have been many costs for families and communities in Scotland.
                


                
                    Democracy, prosperity and fairness are the principles at the heart of the case for independence. Independence means that the people of Scotland will take responsibility for our future into our own hands. It will also give us the economic and social powers that any country needs to build a more prosperous and fairer society. As this guide will demonstrate, Scotland can afford to be independent.
                


                
                    Crucially, these principles work in harmony. If we transfer decision-making powers from Westminster to Scotland we are more likely to see policies that are in tune with the values of the people of Scotland, that close the gap between rich and poor, and provide greater opportunities for everyone in Scotland regardless of their background. We can build a fairer society. And in doing so we can create a more prosperous country because we know that successful countries are more equal and cohesive. They make full use of everyone's talents and have a sense of shared national purpose.
                


                
                    There are three over-riding reasons for Scotland to become an independent country. These are:
                


                
                    
                        1. To create a more democratic Scotland
                        

                        The Scottish Government believes that the people of Scotland are the ones who will do the best job of running our country. We will not get every decision right, but more often than not the choices we make for our economy and our society will be better for Scotland than those made at Westminster.
                    


                    
                        A Scottish Parliament with limited devolved powers has already shown what is possible. The Scottish Parliament has delivered free personal care for the elderly, kept our NHS in the public sector and restored free education for our students. With powers over our tax system, social security, immigration and defence, the Scottish Parliament will also be able to make better choices for Scotland on these issues.
                    


                    
                        With independence, Scotland will always get the governments we vote for. For 34 of the 68 years since 1945, Scotland has been ruled by Westminster governments with no majority in Scotland. Policies are imposed on Scotland even when they have been opposed by our elected Westminster MPs. Under the current Westminster Government this democratic deficit has resulted in:
                    


                    
                        	the privatisation of the Royal Mail
                        


                        	unfair welfare changes such as the "bedroom tax"
                        


                        	cuts in capital spending, harming economic recovery
                        


                        	a commitment to spend as much as £100 billion on the lifetime costs of a replacement nuclear weapon system
                        

                    


                    
                        Being able to decide our own government really matters. The costs of decisions being made at Westminster are being paid by families and communities across Scotland. Many of the consequences will be long-lasting: as a direct result of the Westminster Government's welfare changes, the child poverty rate in Scotland is predicted to rise to 22.7 per cent, equivalent to an additional 50,000 children by 2020[3]. None of this needs to happen. These consequences are a direct result of Scotland getting governments we did not vote for.
                    


                    
                        With independence, Scotland will have the tools we need to turn our rich country into a rich society. This will require hard work and effort, but the prize is worth it: we can create a more prosperous, sustainable and successful future for our families, our nation and for ourselves.
                    


                    
                        2. To build a more prosperous country
                        

                        Both before and after devolution, the key economic powers necessary to deliver growth and prosperity remained with Westminster. Control of taxation, public spending limits, regulation of business and industry, and competition policy all rest in London. Successive devolved Scottish governments have had considerable success in reducing unemployment, increasing employment and promoting inward investment. But the fundamental economic decisions that affect Scotland are taken in Westminster, often by governments that have no popular mandate in Scotland, and in the interests of an economy and society with different priorities from Scotland.
                    


                    
                        Scotland is blessed with a range of economic strengths and advantages: substantial natural resources, a strong international brand, world-class universities and research, and a range of world-leading industries including food and drink, life sciences, the creative industries, energy, tourism, insurance, wealth management and engineering.
                    


                    
                        Because of those strengths and advantages, our national output per head of population puts us near the top of the OECD[4] - the association of the wealthiest countries in the world[5].
                    


                    
                        Even without North Sea oil, Scotland's economy produces almost exactly the same amount of output per head as the rest of the UK. With oil and gas, we produce nearly a fifth more.
                    


                    
                        However, despite all of Scotland's strengths, over the past 30 years our economic growth rate has been lower than the UK average and lower than that of comparable nations across Europe (see Chapter 3). That reflects a number of factors, including lower population growth.
                    


                    
                        Our economic output is the product of our collective hard work and ingenuity as a nation, and reflects the many advantages we enjoy. Yet life expectancy is lower in Scotland than in similar countries[6], and poverty levels are too high[7].
                    


                    
                        Nations that are similar to Scotland - such as Norway, Finland, Denmark and Sweden - sit at the top of world wealth and well-being league tables[8]. Unlike Scotland, they are independent and are able to take decisions in the best interests of their own economies. They do not leave the important decisions about their economy to parliaments whose interests necessarily lie elsewhere. That is their independence advantage and they have used it to build societies that deliver a higher quality of life for their citizens.
                    


                    
                        If Scotland moved from the rates of growth it has experienced in the past to instead match the levels of growth of other small European countries, the benefits for people in Scotland in terms of prosperity and employment would be significant. As an illustration, had Scotland's growth matched these other independent nations between 1977 and 2007, GDP per head would now be 3.8 per cent higher, equivalent to an additional £900 per head (see Chapter 3). We would also enjoy the higher revenues that accompany greater prosperity.
                    


                    
                        Independence would make the Scottish Parliament and Government responsible for the full range of economic powers. Decisions on taxation and other economic levers, as well as employment law and all aspects of economic regulation, would be taken in Scotland and tailored to Scotland's needs. In some cases - such as our proposal to continue to share the pound as our currency - the choices would involve partnership and co-operation with other countries. However, the decisions on when to co-operate would be entirely ours to make.
                    


                    
                        The ability to make our own decisions is the point of independence. It will provide the best conditions for sustainable economic growth, and enable us to protect living standards, reduce poverty and inequality, and build a better society.
                    


                    
                        3. To become a fairer society
                        

                        Within the UK, Scotland is part of an increasingly unequal society. The UK ranks 28th out of 34 nations in the OECD on a measure of overall inequality[9]. OECD analysis shows that since 1975, income inequality among working-age people has increased faster in the UK than in any other country in the organisation[10]. This is not the result of the policies of one government, but of almost 40 years of decisions at Westminster.
                    


                    
                        Seeking to become a more equal society is not just the right thing to do. It also makes sense for the economy.
                    


                    
                        We know that the most equal societies also have the highest levels of well-being and are most prosperous. They are also, more often than not, nations like Scotland; the fairest and most successful countries in the world are independent European nations of similar size[11].
                    


                    
                        We want the powers of independence so that we can build a different and better Scotland, where the many benefits of a rich and active society are cherished and where we work together to advance our nation as a whole. Progress under devolution has shown us what is possible, but it is not enough.
                    

                


                
                    For these important reasons of democracy, prosperity and fairness, it is time for the people of Scotland to take responsibility for our own future as we look towards the third decade of this 21st century. Rather than remaining a peripheral concern for Westminster governments that we did not elect and do not necessarily support, we can forge our own path. With independence we can create a social nation: a country that acts and feels like a community, a vibrant society where we know the benefits of looking out for each other. Independence is about empowering the people and communities of Scotland as much as it is about empowering our Parliament and government. It will give us the ability, collectively, to choose the path ahead that is right for us and for those we work with and live beside.
                


                
                    Driving our ambition is the firm knowledge that Scotland, and all of the people who live here, should be enjoying the benefits of higher levels of sustainable economic growth. There is so much more we can achieve with all the advantages that we enjoy.
                

            


            
                
                    What a newly independent Scotland will look like
                


                
                    Immediately following a vote for independence next year, Scotland will look familiar, but will already have changed, and for the better. The Yes vote will be a resounding statement of national self-confidence.
                


                
                    There will be a transition period between a Yes vote in September 2014 and Scotland becoming independent. Negotiations will take place in this period with the Westminster Government and international partners, particularly the European Union (EU). Setting a date of March 2016 for those to be completed will allow a realistic time period for all of the preparations needed for the Scottish Parliament to take on the necessary powers of independence (see Chapter 10).
                


                
                    On independence, Her Majesty The Queen will remain our head of state, just as she is for 16 Commonwealth countries. Scotland will be a constitutional monarchy for as long as the people of Scotland wish us to be so. Scotland will take our place amongst the member states of the EU and the United Nations.
                


                
                    Scotland's existing institutions and structures of government will continue, but independence will extend their powers and responsibilities. The Scottish Parliament will become the Parliament of an independent Scotland. It will continue to have 129 members, representing constituencies and regions across Scotland, and will be located in the existing Parliament building at Holyrood. The Scottish Parliament will take over responsibilities currently exercised at Westminster.
                


                
                    We will replace a costly, remote and unrepresentative Westminster system with a Parliament elected entirely by the people of Scotland, saving the Scottish taxpayers around £50 million a year in their contributions to the costs of the House of Commons and the House of Lords.
                


                
                    However, the biggest difference will come from the opportunity to take action to meet Scotland's needs, across all areas of the nation's life, to make the most of Scotland's strengths and build on key principles supported by the people of Scotland.
                


                
                    The first election to the new independent Scottish Parliament will take place on 5 May 2016. People will vote in the usual way using the existing proportional system. The newly elected independent Parliament will have responsibility for establishing a constitutional convention which will take forward the drafting of a written constitution for Scotland, based on extensive engagement with the people of Scotland, as well as civic groups and organisations.
                


                
                    Independence will see the Scottish Government develop new functions as it takes on the responsibilities of serving an independent country. If the present Scottish Government is re-elected, we will spread government jobs and decision-making across the country, delivering the direct economic benefits of independent government to more parts of Scotland.
                


                
                    During the transition period, many more countries will set up embassies and consulates in Scotland. We can expect an increase in transport connections to and from Scotland, and the new independent Scottish Government will start to be created - bringing jobs which are currently based in London to Scotland.
                


                
                    For public services that are currently reserved, there will be arrangements for the continued delivery of services to the public across the UK where this is in the interests of service users and the two governments. In most cases, this will be for a transitional period, but in some it may be for the longer term. The underlying principle in all cases will be the seamless delivery of services to people in Scotland (and the rest of the UK), with decisions for Scotland being made in Scotland by the Scottish Government and Scottish Parliament.
                


                
                    Scotland already has an independent legal system. The Inner House of the Court of Session and the High Court of Justiciary sitting as the Court of Criminal Appeal will collectively be Scotland's Supreme Court.
                


                
                    References on points of EU law will continue to be made to the European Court of Justice in Luxembourg, and applications on human rights issues to the European Court of Human Rights in Strasbourg will continue. The structure of Sheriff Courts and other courts will remain the same. The Crown Office will continue to be the sole independent public prosecuting authority and will continue to investigate all suspicious and unexplained deaths. The structure of police and other emergency services will be also be unaffected by the move to independence.
                


                
                    On independence, the structure of local government in Scotland will remain the same, with local councils continuing to deliver the full range of services they do today. This will include schools, leisure and social services. The next election to Scotland's local authorities will take place as planned in 2017. Independence will give us the power to embed the role of local authorities in a written constitution and consider the most appropriate responsibilities for local government and communities. The NHS, which is already the responsibility of the Scottish Parliament, will operate on exactly the same basis the day after independence as it does the day before.
                


                
                    The most important point, however, in considering what an independent Scotland will look like is this: it will look like the kind of Scotland we as a people choose to build. We will take the decisions. What happens to our country will be our responsibility.
                


                
                    The Government of an independent Scotland
                    

                    The structure and location of government in an independent Scotland will be for the elected government of the day to decide. This box sets out the approach proposed by the current Government, which is to structure the Scottish Government into nine portfolios, each of which will comprise at least one Cabinet Secretary and supporting Ministers. This structure is designed to continue the current Scottish Government's approach of more flexible and more efficient government, allowing us to take full advantage of some of the key benefits of independence: agility, accessibility and short lines of decision-making. The nine portfolios we are planning are:
                    
                        	Office of the First Minister
                        


                        	Finance and Economy
                        


                        	Health, Wellbeing and Social Protection
                        


                        	Education, Skills and Employment
                        


                        	International Relations and Defence
                        


                        	Justice, Security and Home Affairs
                        


                        	Environment, Rural Scotland, Energy and Resources
                        


                        	Culture, Communications and Digital
                        


                        	Law Officers
                        

                    


                    
                        Office of the First Minister
                        

                        The First Minister will have overall responsibility for the Scottish Government, transition agreements and the constitution, and will be supported by a Minister for Parliamentary Business who will attend Cabinet.
                    


                    
                        Finance and Economy
                        

                        The Cabinet Secretary for Finance will have responsibility for Scotland's budget and public service reform, and will be supported by a Minister for Communities and Public Services who will have responsibilities including local government, equalities and community empowerment. A Cabinet Secretary for Trade and Economic Development will have responsibility for competitiveness, business and tourism, and will be supported by a Minister for Transport. Revenue Scotland will have major operational centres based in East Kilbride and offices around Scotland.
                    


                    
                        Health, Wellbeing and Social Protection
                        

                        The Cabinet Secretary for Health will have responsibility for the NHS and will be supported by a Minister for Public Health and Sport and a Minister for Children and Families. There will be a Cabinet Secretary for Social Protection who will be supported by a Minister for Pensions and Older People. NHS services will be based in existing facilities. A Working Age and Disability Benefits HQ will be based in Glasgow. There will be national pensions centres at existing sites in Dundee and Motherwell and a national child maintenance centre in Falkirk, plus a network of centres around the country.
                    


                    
                        Education, Skills and Employment
                        

                        The Cabinet Secretary for Education will have responsibility for primary, secondary, further and higher education, as well as Gaelic and Scots, and will be supported by a Minister for Schools and a Minister for Youth Employment.
                    


                    
                        International Relations and Defence
                        

                        The Cabinet Secretary for International Relations will have responsibility for relations with the rest of the UK and Ireland, the EU, and the wider international community, and will be supported by a Minister for International Development. The Cabinet Secretary for Defence will have responsibility for defence policy and will be supported by a Minister for the Armed Forces and Veterans. Scotland's Military HQ will be at Faslane and there will be delivery functions in East Kilbride, at Kentigern House in Glasgow, and in international embassies and missions.
                    


                    
                        Justice, Security and Home Affairs
                        

                        The Cabinet Secretary for Justice will have responsibility for police, security and intelligence, and the justice system, and will be supported by a Minister for Home Affairs with responsibilities including immigration and borders.
                    


                    
                        Environment, Rural Scotland, Energy and Resources
                        

                        The Cabinet Secretary for Natural Resources will have responsibility for energy, sustainability and the environment. The Cabinet Secretary for Food and Rural Affairs will have responsibility for food and drink, agriculture, fishing and rural communities.
                    


                    
                        Culture, Communications and Digital
                        

                        The Cabinet Secretary for Culture will be responsible for culture, broadcasting, postal services and digital delivery, and will be supported by a Minister for Communications.
                    


                    
                        Law Officers
                        

                        The Lord Advocate and Solicitor General will continue as head of the systems of criminal prosecution and investigation of deaths in Scotland and will provide legal advisory functions across the whole range of government activity, including currently reserved functions.
                    


                    
                        In addition to these government departments, significant functions currently delivered for Scotland from elsewhere in the UK will be transferred to Scotland. This means that jobs which Scottish taxpayers currently fund in London and elsewhere will instead come to Scotland, providing a boost for our economy, and creating new jobs and career opportunities. This Government proposes to locate these functions around Scotland.
                    


                    
                        In an independent Scotland, we will establish a new security and intelligence body, a Scottish Border and Migration Service and a Scottish Motor Services Agency. At present spending on these functions in other parts of the UK is funded, in part, by taxes and fees collected from people and businesses in Scotland. With independence these taxes and fees would be spent in Scotland.
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                    Becoming independent - the transition
                


                
                    Timetable for negotiations
                    

                    Following a vote for independence in the referendum on 18 September 2014, there will be a period of preparation for Scotland to become an independent country. Setting a realistic independence date of 24 March 2016 will allow time for the preparations necessary for the Scottish Parliament to take on the new powers of independence to be completed.
                


                
                    This period between the referendum and independence will see negotiations with the rest of the UK, represented by the Westminster Government, and with the EU and other international partners and organisations. Following these preparations and negotiations, Scotland will assume our status as an independent country before the Scottish parliamentary elections in May 2016.
                


                
                    In the Edinburgh Agreement signed by the First Minister and the Prime Minister on 15 October 2012, the Scottish and Westminster Governments committed to work together constructively in light of the outcome of the referendum in the best interests of the people of Scotland and the rest of the UK[12]. Following a vote for independence in 2014, agreements will be needed between the Scottish and Westminster Governments, in the spirit of the Edinburgh Agreement, setting the parameters for Scotland's transition to independence. These will set out:
                


                
                    	the precise timetable towards independence day in 2016
                    


                    	the constitutional platform for an independent Scotland - the laws and administrative arrangements to establish Scotland as an independent state
                    


                    	the process and timetable for the negotiations, and conclusion of the agreements which will form the final independence settlement
                    

                


                
                    It will be in the interests of both countries for the governments to make rapid and constructive progress on these negotiations, in line with the commitments made in the Edinburgh Agreement. It would assist in preparing for the negotiations if discussions between the governments were to take place prior to the referendum, and the Scottish Government will continue to press for such engagement.
                


                
                    A Yes vote will require work to be undertaken within the Scottish Government, drawing on external advice and expertise from within civic society and our academic and business communities.
                


                
                    The negotiating team will be led by the First Minister, and the process will include figures from across Scottish public life and Scotland's other political parties. During the transition period the Government will seek the agreement of the Scottish Parliament to extend its sitting days to ensure full democratic scrutiny of the process and to provide adequate time for the necessary legislation to be passed.
                


                
                    Constitutional platform for independence
                    

                    Scotland's current governmental arrangements are based on the Scotland Act 1998, which is an Act of the Westminster Parliament. With independence, Scotland's government will not be based on the authority of Westminster but on the sovereignty of the people of Scotland.
                


                
                    To prepare for this new status a number of steps will need to be taken to provide a constitutional platform for Scotland to make a seamless transition to independence and to provide a secure underpinning to the legal and governmental system.
                


                
                    Soon after a Yes vote in the referendum, the Westminster and Scottish Parliaments will need to pass legislation to give the Scottish Parliament powers to: declare independent statehood for Scotland in the name of the sovereign people of Scotland; amend the Scotland Act 1998; and extend the powers of the Scottish Parliament and Scottish Government into all policy areas currently reserved to Westminster, in order to make preparations for independence.
                


                
                    With the transfer of the appropriate legislative competences, the Scottish Parliament will be in a position to make the necessary preparations for Scotland to become independent.
                


                
                    Agreement with the rest of the UK
                    

                    The independence agreement with the rest of the UK will cover a range of matters, mainly the approach to the assets and liabilities of the UK, the delivery of services and the position of individuals working within public services. There will also need to be agreements on cross-border operational matters, as is the case now, and on transitional arrangements for those areas where a period of adjustment will be the most sensible approach.
                


                
                    The over-riding priority will be the seamless delivery of public services on independence to citizens of both countries. This applies both to those services currently delivered to Scotland from locations elsewhere in the UK, and to those services currently delivered from Scotland to citizens elsewhere in the UK.
                


                
                    Agreement with international organisations and partners
                    

                    In addition to discussions with the Westminster Government, negotiations will be held in advance of independence with the EU to agree the terms of an independent Scotland's continuing membership. Scotland will continue to be part of the UK - and, therefore, an integral part of the EU - during these negotiations. The UK and Scottish Governments, along with the EU institutions and member states, will have a shared interest in working together to conclude these negotiations to transfer Scotland's EU membership from membership as part of the UK to membership as an independent member state.
                


                
                    Discussions and negotiations will also be required about the terms of Scotland's (and indeed the rest of the UK's) membership of other international bodies to which Scotland currently belongs as a component nation of the UK. Such negotiations will necessarily involve both the Scottish and Westminster Governments, together with our international partners (see Chapter 6). Such arrangements will cover Scotland's membership of international organisations such as the UN and NATO. On independence, Scotland will also become a Non-Nuclear Weapons State party to the Nuclear Non-Proliferation Treaty and a party to other major international treaties.
                


                
                    Scotland will succeed to international treaties by sending notifications of succession to the depositaries of multilateral treaties (for example, the Secretary-General of the UN is the depositary for the 500 UN Treaties), and by writing to the other states in relation to each of the UK's existing bilateral treaties to which Scotland would wish to succeed. This is in line with normal international practice.
                

            


            
                
                    Strong foundations - Scotland's financial and economic strengths
                


                
                    There are now few people who still argue that Scotland does not have the strength or capacity to be independent. The UK Prime Minister, David Cameron, has recognised that this is the case[13].
                


                
                    Most countries in the world generate less wealth per head than Scotland - including the UK as a whole. If Scotland cannot afford to be independent, neither can the UK.
                


                
                    We pay our own way
                    

                    Over each of the last 32 years, estimates show that Scotland has contributed more tax per head of population than the rest of the UK. In 2011/12 we generated £10,700 of tax revenues per head, compared to £9,000 for the UK[14].
                


                
                    We spend a lower proportion of both our national output and our tax revenues on social protection - things like pensions and welfare - than the UK, which means that Scotland is wealthy enough to look after our most vulnerable people.
                


                
                    Taken as a whole, Scotland's national accounts are healthier than the UK's. Over the last five years they have been stronger to the tune of £12.6 billion - almost £2,400 for every person living in Scotland. That is money that could have been used to deliver more for public services such as our schools and hospitals, to reduce taxes or to cut the amount we need to borrow. More importantly, it shows that Scotland has firm financial foundations. We have the economic and financial strength we need to choose independence.
                


                
                    By independence in 2016/17, Scotland's fiscal deficit is forecast to have fallen to between 2.5 per cent and 3.2 per cent of GDP, assuming that we take on a population share of UK public sector debt; with a historic share of UK debt, our deficit is forecast to be lower still, at between 1.6 per cent and 2.4 per cent of GDP. By contrast, the UK is forecast to run a deficit of 3.4 per cent of GDP in the same year[15]. The International Monetary Fund estimates that the average deficit across the G7 economies will be 3.2 per cent in 2016[16].
                


                
                    On independence, Scotland will accept a fair share of the existing UK debt. The amount of the debt that we accept will be subject to negotiations. We will also be entitled to a fair share of UK assets (assets that our taxes have helped to pay for). The debt could be apportioned by reference to the historic contribution made to the UK's public finances by Scotland. An alternative approach would be to use a population share. In either case, Scotland's debt is projected to be lower as a proportion of GDP than that of the UK as a whole.
                


                
                    The question, therefore, is not "Can we afford to be independent?" Instead, given all these strengths, we should be asking "How do we make people in Scotland better off?" With independence, we will be better able to get our resources working for all the people of Scotland.
                


                
                    We will only be able to do that if we make the most of the talents and potential of everyone in the country. That means creating a fairer society so that everyone has the opportunity to get on in life, both for themselves and for the contribution they can make to their communities and to Scotland.
                


                
                    Greater security through independence
                    

                    Some who support the current Westminster system argue that Scotland benefits from a pooling and sharing of resources across the UK. However, this is far from the reality. Our resources may be pooled, but they are not fairly shared.
                


                
                    The Westminster system has created a country with some of the biggest regional differences in GDP per head of any EU nation. Growth has been concentrated in London and the South East.
                


                
                    Within the UK, half of the population owns just 9.9 per cent of the wealth, while the very richest 10 per cent own 43.8 per cent[17]. Income inequality is amongst the highest in the developed world[18].
                


                
                    This situation has been getting progressively worse. Even though Scotland is economically strong, it will become harder to cope with an economic policy which funnels so much activity into one corner of the UK and to one section of society.
                


                
                    In addition, Westminster is making welfare changes that threaten the security of all of us, especially the most vulnerable.
                


                
                    This is in contrast to the Scottish Parliament's protection of the universal principle, which recognises that people pay into the system and should get some reward or help in time of need.
                


                
                    The idea of pooling and sharing wealth is the mark of a fair society. The evidence shows that it is small independent European nations that have the best record of generating more wealth for all and of sharing it more fairly across society[19].
                


                
                    The evidence is clear that Scotland is ideally placed to deliver the economic and social gains that are normal in similar nations. The strength of our economy, our natural resources, and the degree of political consensus we enjoy gives us confidence that choices will be made to use the wealth of our nation to transform our economically productive country into a rich and fair society. But only independence can deliver this outcome and secure a Scottish Parliament with the necessary responsibilities, political balance and political will to achieve genuine social advances.
                


                
                    Across the world, nations face a range of challenges, from climate change and energy and water security to demographic changes that will alter the composition of society. With independence, we will have the powers to respond to these challenges and their impact in Scotland ourselves, rather than relying on the decisions of others. Independence will also give us the opportunity to play an active part in shaping global and European solutions to these problems. With independence, we will be better placed to meet the challenges of the future.
                


                
                    Over time, we will also have the opportunity to save a proportion of the revenues that flow from our offshore energy wealth for the benefit of future generations (see Chapter 8).
                


                
                    Energy and resources
                    

                    Scotland has energy security. We produce six times our current demand for oil and three times our demand for gas. We have extraordinary potential in renewable energy, including a quarter of Europe's offshore wind and tidal potential.
                


                
                    Investment in the oil and gas sector is at the record level of £13.5 billion this year, and planned future investment is estimated at £100 billion. Industry projections also point to an increase in output in the first years of independence. Production is expected to extend beyond the middle of the century, with the industry estimating remaining reserves of up to 24 billion barrels of oil and gas that can still be recovered. In terms of wholesale value, North Sea reserves could be worth £1.5 trillion - a greater value than the amount extracted to date. As the vast bulk of the reserves are beneath Scottish waters, that gives us one of the best financial safety nets of any country in the world[20].
                


                
                    While projections of the price for oil and gas vary, everyone now acknowledges that Scotland's oil and gas wealth is an extremely valuable resource and will last for a long time to come. Scotland can also look forward to a further energy bonus from our green energy resources, with expected sales of £14 billion by 2050 from offshore tidal and wind energy[21].
                


                
                    Given the breadth and depth of our economic strengths, Scotland is better placed than most to ensure a secure future for the people who live here. By making the most of our strengths, we can provide the strongest guarantees in the years to come. In this way, we can prepare for future economic and financial pressures, enabling us to respond in a more effective way to economic downturns or unexpected challenges.
                


                
                    Population
                    

                    Developed countries across the world face pressures on public services, as there are fewer people of working age and a larger proportion of children and people in retirement in the population. For at least the next 15 years, Scotland will be in a more advantageous position than the rest of the UK, and with independence[22] we will be able to take the most important steps to address this challenge for the longer term. With the economic powers of independence, we can do more to generate higher levels of economic growth, which will in turn boost revenue levels. We will be able to create more opportunities for young people, allowing us to retain more of our working age population, and to attract back people who have chosen to work elsewhere. We will also be able to encourage suitably qualified new talent to settle and work in Scotland, and retain more of the students who come to study at our world-class universities. Right now, detrimental policies from Westminster are a major factor in preventing many Scottish-educated graduates from choosing to live and work in Scotland.
                


                
                    Scotland has the talent, resources, wealth and ingenuity to meet the challenges of the future. Greater certainty in the future comes not from leaving decisions to others, but from taking responsibility ourselves. Scotland has greater security when we have greater control over the direction we take as a nation. We can respond with action based on Scotland's particular circumstances, and take decisions that put us in a stronger position to meet the longer-term challenges that we can see emerging in the years ahead.
                

            


            
                
                    Government policies and public services with independence
                


                
                    On day one of independence, public services will continue to be delivered in a way that will be seamless for those who rely on them. Policy changes will be decided not in the 2014 referendum, but at future elections, both national and local. The benefit of independence is that all the important decisions affecting the quality of public services in Scotland will be taken in Scotland and not at Westminster. Westminster will no longer be able to reduce the funding available to the Scottish Parliament. Instead our Parliament will decide the right level of public spending for Scotland.
                


                
                    The success of those public services already under the control of the Scottish Parliament - free personal care for the elderly and world-leading improvements in hospital safety, to take just two examples - demonstrates the gains that come when decisions are made in Scotland.
                


                
                    As with devolution, the full gains from independence will come over time. The aim of the Scottish Government, through the process of becoming independent, is to protect the things we know are important to people living in Scotland, while also providing some immediate advantages from the move to independence and building for the long term.
                


                
                    With independence, decisions on the taxes we pay, the state pension, the delivery of all public services, and policies that affect our economy and society will be taken in Scotland based on the needs and interests of the people who live here.
                


                
                    Looking at neighbouring independent nations, such as Norway and Denmark, it is clear that they enjoy an independence bonus that allows them to deliver fairer societies. They are able to provide more targeted support for families with children and better levels of care for older citizens, and deliver measures to boost their economies, support higher standards of living and create more jobs.
                


                
                    These independence gains did not come overnight. They required effort and a focus on what was best for their societies, but they are a signal of what can be achieved when Scotland too becomes an independent nation.
                


                
                    Independence will give us the opportunity to better provide the public services we all value and rely on. It will put decisions on the level and allocation of Scotland's budget into the hands of the Scottish Government and Parliament, rather than leaving these decisions to Westminster. That means we can choose to guarantee free personal care and decent pensions for our older people and free tuition fees for students, instead of replacing Trident. Indeed, making different choices from Westminster on nuclear weapons and defence will allow this Scottish Government to save £500 million - money that can deliver direct benefits for people in Scotland.
                


                
                    The policies that will be pursued in an independent Scotland will be down to the government elected by the people of Scotland, starting with the first election following independence in May 2016.
                


                
                    This may be the SNP, Labour or any other party - or coalition of parties - that wins enough support.
                

            


            
                
                    The consequences of Scotland voting No in the referendum
                


                
                    The referendum is a choice between two futures: taking control in Scotland of our own affairs, or remaining under the control of Westminster. It is a choice about who can be trusted to make the best decisions for Scotland - our own Parliament elected in Scotland, or Westminster.
                


                
                    If the result of the referendum is No, decisions on welfare, defence and foreign policy will continue to be taken by Westminster for Scotland, whatever the views of the Scottish electorate. For example, with a No vote we will see a new generation of nuclear weapons on the Clyde. There is no assurance that decisions on the key issues that affect Scotland's prosperity, security and future will be made in line with the interests and values of the people who live here. Decisions with damaging effects on Scottish society - such as the "bedroom tax" which was introduced despite the opposition of 90 per cent of Scottish MPs - will continue to be made in Westminster.
                


                
                    The overall level of public spending in Scotland will continue to be driven by decisions on priorities for England through the Barnett formula - which determines Scotland's block grant by reference to spending by Westminster - rather than by Scottish priorities. There is the prospect that the funding system for devolved government in Scotland will be scrapped, with the risk of further significant cuts to the Scottish Parliament's budget and serious consequences for Scottish public services. Westminster politicians from all parties have indicated that reviewing the basis of Scotland's spending is a real possibility.
                


                
                    If we remain in the UK, the Conservative Party's promise of an in/out referendum on EU membership raises the serious possibility that Scotland will be forced to leave the EU against the wishes of the people of Scotland.
                


                
                    Despite much talk of further devolution and more powers for Scotland, with a No vote there is no assurance that there will be any new powers for the Scottish Parliament within the UK. Neither the Westminster Government nor the campaign opposing independence has made concrete proposals for further devolution to the Scottish Parliament following a No vote in the referendum. A vote against independence would not in itself lead to an extension of the powers of the Scottish Parliament; any proposals to strengthen the Scottish Parliament would require the agreement of Westminster through legislation, and there is no guarantee that any of the UK parties will propose - or follow through on - any such legislation.
                


                
                    Following the referendum in 1979, we saw that, despite the promises made during that campaign and the clear public support for devolution, it took a further 20 years for a democratic Scottish Parliament to be established. The only way to secure and guarantee greater powers for the Scottish Parliament is to vote Yes in the referendum.
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                Chapter 2 - Scotland's Finances
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                    	Scotland is a wealthy country and can afford to be independent
                    


                    	Our public finances are healthier than those of the UK as a whole
                    


                    	Tax receipts per head in Scotland are estimated to have been higher than in the UK as a whole in each and every year since 1980/81
                    


                    	In 2011/12, Scottish tax receipts were equivalent to £10,700 per head - £1,700 higher than the equivalent UK figure
                    


                    	Over the last five years, Scotland's public finances have been stronger than the UK as a whole by a total of £12.6 billion - almost £2,400 per head
                    


                    	Projections set out here demonstrate that Scotland's public finances are expected to strengthen over the next few years
                    


                    	Independence will provide us with the opportunity to manage our public finances more securely and to create a more vibrant and resilient economy
                    

                

            


            
                Why we need a new approach
                

                The strength of a country's public finances depends on the balance between public spending, revenues and the stock of government debt.
            


            
                These in turn depend upon the health of the economy and choices around the level and composition of taxes and provision of public services.
            


            
                This chapter sets out Scotland's public finances and demonstrates that Scotland has the financial foundations to be a successful independent country.
            


            
                It also provides an overview of the financial position that the Scottish Government expects an independent Scotland to inherit and this Government's early priorities for public spending and revenue.
            


            
                The starting point for this analysis is the National Statistics publication, Government Expenditure and Revenue Scotland (GERS). GERS is the authoritative publication on Scotland's public finances.
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                GERS provides estimates of the tax revenue generated in Scotland and the public spending undertaken for Scotland within the current constitutional framework[23].
            


            
                The facts are as follows:
            


            
                	even when oil and gas revenues are excluded, estimated tax receipts per head in Scotland are broadly equivalent to the UK figure[24]. When Scotland's oil and gas receipts are added, tax revenue per head in Scotland is nearly 20 per cent higher than the UK average
                


                	in 2011/12, the most recent year for which information is available, Scotland generated £10,700 of tax revenues per head compared to £9,000 per head for the UK as a whole[25], [26]
                


                	indeed, in every year from 1980/81 to 2011/12, Scottish tax receipts per head are estimated to have been higher than in the UK as a whole
                


                	some decisions on taxes are already devolved to Scotland, notably on council tax and local business rates. However, together these taxes account for just 7 per cent of total Scottish tax receipts[27]
                


                	changes included in the Scotland Act 2012, due to come into effect over the next one to two years, will give the Scottish Parliament control over two additional taxes which together raise about £400 million per year, and some limited control over a proportion of income tax. These changes will still only give Scotland responsibility for 15 per cent of Scottish receipts. Decisions on the overwhelming majorityof Scottish taxes will remain at Westminster[28]
                


                	total public spending for Scotland was worth an estimated £64 billion in 2011/12[29]. This includes all spending undertaken for the benefit of Scotland by every tier of government in the UK
                


                	relative to the size of the economy, public spending is estimated to be lower in Scotland than in the UK as a whole. In 2011/12, total public sector expenditure for Scotland was estimated to be equivalent to 42.7 per cent of GDP. In comparison, UK public spending was 45.5 per cent of GDP in the same year[30]
                


                	as a share of GDP, public spending in Scotland is also lower than in the majority of EU-15 countries[31]
                

            


            
                The overall level of public spending for Scotland is primarily decided by the Westminster Government.
            


            
                In terms of reserved programmes affecting Scotland, the Westminster Government sets levels of spending on matters such as welfare payments and defence. This covers around 40 per cent of all spending for Scotland.
            


            
                For devolved programmes such as health, education and transport, the total budget is set by the Westminster Government using the Barnett Formula. The Barnett Formula uses the size of Scotland's population relative to other parts of the UK to calculate changes in the budget available for devolved services, depending on decisions taken about funding levels for Whitehall departments.
            


            
                Public spending in Scotland is therefore set without reference to the needs or preferences of Scottish households or businesses. Nor does it directly reflect the substantial contribution that Scotland makes to UK tax receipts.
            


            
                Taking revenues and expenditures together provides a picture of the overall health of the public finances.
            


            
                The facts show that, over the last five years, Scotland's public finances, despite being in deficit, are estimated to have been relatively stronger than the UK as a whole by a total of £12.6 billion - almost £2,400 per head[32].
            


            
                This relatively stronger fiscal position is consistent with a longer-term trend.
            


            
                The Fiscal Commission Working Group ("the Fiscal Commission")[33] has estimated, that since 1980/81, Scotland has run an average annual net fiscal surplus of 0.2 per cent of GDP, compared to an average annual deficit for the UK of around 3 per cent of GDP.
            


            
                The Fiscal Commission has also illustrated that, had Scotland had control of our own resources, and assuming no change in tax revenues or spending priorities, our relatively stronger fiscal position from 1980/81 would have allowed us to not only eliminate a per head share of UK net debt, but actually accumulate assets worth between £82 billion and £116 billion by 2011/12[34].
            


            
                This would have equated to an asset of between £15,500 and £22,000 per head. In contrast, by the end of 2011/12, the UK had accumulated net debt of over £1.1 trillion, equivalent to a liability of £17,500 per head.
            


            
                The opportunities available to Scotland
                

                Despite these underlying strengths, Scotland is disadvantaged by not being independent.
            


            
                Scotland does not have full control of our economy or public finances.
            


            
                The Scottish Parliament is unable to determine the level and composition of taxation or the overall value of public spending.
            


            
                It is not possible to realise the financial benefits of successful economic policies - such as increased revenues or reduced welfare payments. Under current arrangements, these benefits are passed straight to the Westminster Government. For example, because Scotland has proportionately more social housing, spending on housing benefit is lower, but the benefit of this goes to the Westminster Government not the Scottish Government.
            


            
                Without independence, Scotland is also exposed to the approach that successive Westminster governments have taken to managing the public finances.
            


            
                Between 2001/02 and 2007/08, the then Labour Westminster Government increased debt year on year, despite strong economic growth[35]. As a result, just as the recession hit, the UK had the third highest structural deficit in the OECD[36].
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                In surveying the UK's public finances, the Fiscal Commission concluded that:
            


            
                
                    the decision not to manage government borrowing more prudently during the years prior to the financial crisis weakened the resilience of the public finances and meant that they were not well placed to respond to the sharp drop in tax revenues, and increase in government spending, which occurred with the onset of the recession in 2008[37].
                

            


            
                This position has since been compounded by the current Westminster Government's decision to cut public expenditure too quickly - especially public sector capital investment - and before the recovery had gained momentum. This damaged economic growth, depressed tax revenues and resulted in borrowing exceeding forecasts.
            


            
                In contrast, the Scottish Government has developed a reputation for sound financial management. In the areas that we control, we have taken tough decisions, delivered significant efficiencies and prioritised spend to the areas which have the most significant economic impact and offer the greatest protection for those who rely on public services.
            


            
                Independence will provide the opportunity to safeguard Scotland's financial sustainability more effectively and ensure that our public finances are managed to reflect the needs of Scotland's economy.
            


            
                
                    Scotland's public finances on independence
                


                
                    It is clear that Scotland currently pays our way within the UK.
                


                
                    As we move to independence, our strong public finances will provide the foundations for policy decisions on taxation, growth and welfare.
                


                
                    As with most developed countries - including the UK - Scotland is currently running an estimated fiscal deficit, which means that the revenues from taxation fall short of public spending[38]. Of the 31 members of the OECD for which data are available, 27 are estimated to have been in deficit during 2012[39].
                


                
                    As a result of the recession, Scotland will inherit challenging fiscal position that will require careful stewardship in the years immediately following independence. The first Government of an independent Scotland will need to make decisions based on the prevailing conditions.
                


                
                    To enable an informed assessment of the financial position of an independent Scotland, the Scottish Government has prepared projections of Scotland's public finances under the current constitutional framework to 2016/17, the year when Scotland will become independent[40]. Such projections reflect the decisions and priorities of the Westminster Government. In contrast, the strength of Scotland's public finances in the years after 2016/17 will depend on the economic and fiscal decisions of future Scottish governments and our ability to grow the economy.
                


                
                    Scotland's public finances are forecast to improve as the economy continues to strengthen.
                


                
                    The financial position that Scotland will inherit on independence will also reflect, in part, negotiations between the Scottish and Westminster Governments following a Yes vote. For example, the proportion of UK public sector debt which an independent Scotland will assume responsibility for will have implications for our annual debt interest payments. Negotiations will enable phasing and the financial consequences of the transition to be agreed, planned and managed by all parties.
                


                
                    To reflect the range of possible outcomes, the analysis in this guide uses two scenarios for Scotland's share of UK public sector debt and annual interest payments:
                


                
                    	Scotland's share of UK public sector net debt could be apportioned by reference to the historical balance of public spending and taxation since 1980/81, the earliest year for which figures are available. This provides a measure of our contribution to the UK's finances over the years. As Scotland has been in a relatively stronger position than the UK over this period, a historical share of public sector debt would be lower than a population share[41]
                    


                    	Alternatively, Scotland could take responsibility for a population share of UK public sector net debt
                    

                


                
                    Under either outcome, Scotland's projected debt to GDP ratio would be smaller than the UK's. Negotiations will also take into account the degree to which Scotland's share of UK public sector debt, and in turn its annual debt interest payments, could be reduced in return for forgoing rights to certain UK assets (see Part 4).
                


                
                    Based on the Westminster Government's current spending plans, public spending excluding debt interest payments for Scotland is forecast to fall by 4 per cent in real terms between 2011/12 and 2016/17.
                


                
                    UK debt interest payments are projected to rise by over 20 per cent in real terms between 2011/12 and 2016/17, reflecting higher levels of UK borrowing in recent years[42]. Based on such figures, Scotland's historical share of UK debt interest is projected to be £3.9 billion in 2016/17 or £5.5 billion based on a per head share.
                


                
                    Assuming onshore tax revenues in Scotland follow the path forecast for the UK as a whole, they are projected to grow by approximately £5 billion (10 per cent) in real terms between 2011/12 and 2016/17[43].
                


                
                    Tax revenues from oil and gas production will depend on a range of different factors, including future production in the North Sea, wholesale oil and gas prices and profitability. The Fiscal Commission has set out proposals for how such revenues could be managed successfully in an independent Scotland.
                


                
                    The Scottish Government has published forecasts for North Sea tax receipts under a range of scenarios[44]. Two scenarios are used here.
                


                
                    In the first, production is assumed to remain unchanged at current levels, whilst oil prices are assumed to remain unchanged in cash terms at their average level over the two years to March 2013. Under such a scenario, Scottish oil and gas receipts are forecast to generate £6.8 billion in tax revenue in 2016/17.
                


                
                    In the second scenario, production is forecast to increase more in line with industry forecasts, although at a lower level of profitability. Under this scenario, oil and gas receipts could reach £7.9 billion in 2016/17.
                


                
                    The table below provides forecasts of key elements of public sector expenditure and revenue for Scotland in 2016/17 based on the above scenarios and projections.
                


                
                    
                        
                            	
                                Table - Estimates of Scotland's financial position (2016/17) £ billions - under current constitutional arrangements
                            
                        


                        
                            	
                                Total Expenditure (Non-Debt Interest)
                            
                            	
                                £63.7
                            
                        


                        
                            	
                                Currently Devolved
                            
                            	
                                £37.3
                            
                        


                        
                            	
                                Defence
                            
                            	
                                £3.0
                            
                        


                        
                            	
                                Reserved Social Protection
                            
                            	
                                £18.8
                            
                        


                        
                            	
                                Other Reserved Spending
                            
                            	
                                £4.6
                            
                        


                        
                            	
                                Public Sector Debt Interest1
                            
                            	
                                £3.9 to £5.5
                            
                        


                        
                            	
                                Total Public Sector Receipts
                            
                            	
                                £63.7 to £64.8
                            
                        


                        
                            	
                                Onshore Receipts
                            
                            	
                                £56.9
                            
                        


                        
                            	
                                Offshore Receipts
                            
                            	
                                £6.8-£7.9
                            
                        


                        
                            	
                                Net Fiscal Balance2
                            
                            	
                            
                        


                        
                            	
                                Including historical share of debt interest payments
                            
                            	
                                -£2.7 to -£4.0
                            
                        


                        
                            	
                                As percentage of GDP
                            
                            	
                                -1.6 per cent to -2.4 per cent
                            
                        


                        
                            	
                                Including population share of debt interest payments
                            
                            	
                                -£4.3 to -£5.5
                            
                        


                        
                            	
                                As percentage of GDP
                            
                            	
                                -2.5 per cent to -3.2 per cent
                            
                        


                        
                            	
                                UK Public Sector Net Borrowing3
                            
                            	
                                -£61
                            
                        


                        
                            	
                                As percentage of GDP
                            
                            	
                                -3.4 per cent
                            
                        


                        
                            	
                                Figures are rounded to the nearest hundred million and therefore may not sum
                                

                                1 Range based upon historical or population share
                                

                                2 Scottish Government projections
                                

                                3 Office for Budget Responsibility - March 2013 Economic and Fiscal Outlook
                            
                        

                    
                


                
                    Scotland's deficit is forecast to fall to between 1.6 per cent and 2.4 per cent of GDP in 2016/17 with a historical share of UK debt and to be between 2.5 per cent and 3.2 per cent of GDP if we take on a population share of UK public sector debt. The Office for Budget Responsibility forecasts that the UK will run a deficit of 3.4 per cent of GDP in the same year[45]. The IMF estimates that the average deficit across the G7 economies will be 3.2 per cent in 2016[46]. Based on this approach, the net fiscal balance for an independent Scotland in 2016/17 is therefore forecast to be better than for the UK as a whole.
                


                
                    When assessing a country's finances, an important figure to consider is the current budget balance. This measures the degree to which current taxpayers meet the cost of paying for the public services they consume today and includes a contribution to debt interest payments. If a country is running near to a current budget balance or surplus, it may still have to borrow to fund capital expenditure. However, such borrowing will be for long-term investment which can be expected to increase the economy's productive capacity in future years. Such borrowing can therefore be part of a sustainable approach to managing the public finances.
                


                
                    Assuming a share of debt interest payments based upon Scotland's historical contribution to the UK public finances, Scotland's current budget balance is estimated to be between 0.1 per cent (i.e. a surplus) and -0.7 per cent of GDP in 2016/17. Assuming a population share of debt interest payments, Scotland's current budget balance in 2016/17 is projected to be between -0.8 per cent and -1.5 per cent of GDP. This compares to a forecast for the UK as a whole of -1.9 per cent.
                


                
                    Given this expected starting point, the following section sets out the early tax and expenditure priorities that the current Scottish Government would take forward following independence.
                


                
                    We recognise that, as with any financial projection, revenues and expenditure may be higher or lower than projected at this stage. As a responsible government, we will make plans for transition and contingency.
                

            


            
                
                    Early priorities for action within sound public finances
                


                
                    Robust public finances are an important prerequisite for delivering sustainable economic growth. The sharp increase in Westminster borrowing, and resulting austerity, highlights the significant implications for household incomes and the economy of not managing the public finances responsibly.
                


                
                    This Government will ensure that Scotland has stable and sustainable public finances, underpinned by the discipline of a framework designed to ensure that Scotland's finances are appropriate for the country's economy, and able to withstand changes in economic circumstances.
                


                
                    To support this, this Government will put in place an effective fiscal framework, including: the creation of an independent Scottish Fiscal Commission; fiscal rules; and an Energy Fund to manage oil revenues[47]. This will provide future Scottish governments with a sound basis on which to make appropriate choices about tax rates, spending levels, debt and borrowing.
                


                
                    Sound public finances will be an important part of the agreements underpinning a Sterling Area arrangement with the rest of the UK and for demonstrating our credibility to financial markets[48]. The record of Scotland's public finances, and the projections provided here, give us confidence that Scotland will be able to meet these requirements.
                


                
                    In an independent Scotland, the elected government will have control over all tax revenues and expenditure in Scotland. This will provide an opportunity to redirect currently reserved expenditure to reflect Scottish priorities and also to use key tax and regulatory powers to improve the Scottish economy - for example, by better linking our welfare and tax system.
                


                
                    This Government intends to raise revenue and reduce spending by:
                


                
                    	reducing defence and security spending to £2.5 billion per year (which is still more than Westminster spends on defence in Scotland)
                    


                    	ending the married couples tax allowance, planned for introduction in 2015
                    


                    	cancelling the Westminster Government's Shares for Rights scheme in Scotland
                    


                    	providing for a streamlined system of overseas representation focused on Scottish citizens and priority business sectors
                    

                


                
                    There will also be savings from no longer having to fund the Westminster Parliament.
                


                
                    We expect these changes to deliver savings or increases in revenue totalling around £600 million in a full year.
                


                
                    This will provide scope to take action in the first budget of an independent Scotland to create a fairer and more successful country. The priorities of the current Scottish Government for that first budget will be to:
                


                
                    	maintain a commitment to protecting free personal care, free prescriptions, free higher education tuition for Scottish students and free concessionary travel
                    


                    	abolish the "bedroom tax"
                    


                    	extend the period of the triple lock for uprating of state pensions
                    


                    	reduce energy bills by moving the cost of the Energy Company Obligation and Warm Home Discount Scheme to the Scottish Government
                    


                    	provide 600 hours of childcare to around half of two year olds, as part of a longer term plan to deliver a transformational expansion in childcare
                    


                    	equalise the earnings disregard between first and second earners for those already in receipt of Universal Credit
                    


                    	increase tax allowances, tax credits and benefits in line with inflation
                    


                    	meet international commitments to spend 0.7 per cent of Gross National Income on international aid
                    

                


                
                    We expect these commitments to cost around £500-600 million per year in total to deliver.
                


                
                    Over the course of the first term of an independent Scottish Parliament, the Scottish Government proposes to work with Scotland's tax authority, Revenue Scotland, to simplify the tax system to reduce compliance costs, streamline reliefs and help to reduce tax avoidance, with a target revenue gain of £250 million per year by the end of the first term.
                


                
                    Alongside simplification, this Government plans for Revenue Scotland to deploy modern digital collection technologies to help ensure that all taxpayers pay their fair share of taxes, bearing down on the amount of revenues which are lost to error, avoidance and evasion.
                


                
                    Within our framework for robust and sustainable public finances, we propose to deliver the following measures to boost Scotland's competitiveness within the first term of an independent Scottish Parliament:
                


                
                    	provide childcare for 30 hours per week for 38 weeks per year - equivalent to primary school hours - for every three and four year old and vulnerable two year old, as part of a longer-term commitment to provide this level of provision to all children from age one until they start school
                    


                    	cut Air Passenger Duty by 50 per cent, with a view to eventually abolishing it
                    


                    	provide a clear timetable for cutting corporation tax by up to three percentage points for businesses paying tax in Scotland
                    

                


                
                    We will also examine an increase in the National Insurance Employment Allowance to help small businesses, and will commence negotiations to return Royal Mail in Scotland to public ownership.
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                    	Independence will allow us to use our own resources and shape our own fiscal and economic policies for Scottish needs and circumstances. This will ensure greater economic security and opportunity in the future
                    


                    	We plan to prioritise job creation through measures to encourage growth
                    


                    	We will support manufacturing, innovation and the transition to a low carbon economy
                    


                    	Scotland will continue to use the pound, providing continuity and certainty for individuals and businesses in Scotland and the rest of the UK
                    


                    	We will support a labour market that helps people into work that is sustainable and fairly rewarded
                    


                    	Our Fair Work Commission will guarantee that the minimum wage rises - at the very least - in line with inflation to ensure that work is a route out of poverty
                    


                    	We will bring together employers and employees in a convention on employment and labour relations to build a collaborative approach to work and create a responsive labour market
                    


                    	We have identified the following priorities to support the Scottish economy for the first session of an independent Scottish parliament
                        
                            	a commitment to increase the personal tax allowance, benefits and tax credits in line with inflation
                            


                            	a pre-announced reduction in corporation tax of up to three percentage points
                            


                            	a reduction of Air Passenger Duty by 50 per cent
                            


                            	the simplification of the tax system to reduce compliance costs, streamline reliefs and help to reduce tax avoidance, with a target revenue gain of £250 million a year by the end of the first term
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                Why we need a new approach
                

                Scotland has strong economic foundations.
            


            
                We have substantial natural resources, a highly-skilled workforce, a long-standing reputation for innovation, and an internationally-recognised brand, with products and companies competing at the highest level in international markets.
            


            
                The First Report of the Fiscal Commission provided an overview of Scotland's economy and assessed performance relative to both the UK and other comparable nations. The Group concluded that:
            


            
                
                    By international standards Scotland is a wealthy and productive country. There is no doubt that Scotland has the potential to be a successful independent nation[49].
                

            


            
                Devolution has provided Scotland with some - albeit limited - ability to tailor policies to Scottish circumstances, and successive Scottish administrations have used these to help narrow a historic gap in economic performance with the UK.
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                Scotland's economic performance is now stronger than - or just as good as - the UK on key measures:
            


            
                	even excluding the contribution of North Sea oil and gas, output per head in Scotland is 99 per cent of the UK average and the highest in the UK outside London and the South East[50]
                


                	adding in a geographical share of North Sea output gives Scotland an output per head almost 20 per cent higher than the UK
                


                	in 2010 Gross National Income per head in Scotland - including the North Sea - was approximately £26,000, which compares with around £24,000 for the UK as a whole, according to experimental estimates[51]
                


                	productivity, measured as output per hour worked, is now identical in Scotland to that of the UK[52]
                


                	amongst OECD economies, it is estimated Scotland would be ranked eighth in terms of output per head[53]
                


                	in 2012, Scotland's share of all new UK Foreign Direct Investment projects was nearly 11 per cent[54] - well above a population share
                


                	Scotland's relative labour market performance has also strengthened. Scotland's employment rate has been higher, and our unemployment rate lower than in the UK as a whole for most of the recent period. Our rates of economic participation have also been better
                


                	Scotland's public finances are estimated to have been in a relatively stronger position over the last five years, than the UK as a whole - to the tune of £12.6 billion[55]
                

            


            
                Scotland has a diverse economy with key strengths across a range of sectors such as food and drink, tourism, creative industries, life sciences, universities, financial services and manufacturing.
            


            
                Scotland is rich in energy with around 25 per cent of Europe's offshore wind and tidal energy potential, and 10 per cent of Europe's wave potential[56]. It is estimated that there could be up to 24 billion barrels of recoverable oil and gas remaining in the North Sea with the potential for production to continue for decades to come[57].
            


            
                As a regional economy within the UK, Scotland performs relatively well on aggregate measures of economic performance, but as an independent nation we could be doing significantly better. Many of our competitors are stronger, not just economically, but also in terms of equality and wellbeing[58].
            


            
                For example, Scotland's economy has grown more slowly than other comparable independent European countries in recent decades. Over time, such differences can have substantial implications for economic prosperity.
            


            
                If Scotland moved from the rates of growth it has experienced in the past to instead match the levels of growth of small European countries, the benefits for people in Scotland in terms of prosperity and employment would be significant. As an illustration, had growth in Scotland matched these other independent nations between 1977 and 2007, GDP per head would now be 3.8 per cent higher, equivalent to an additional £900 per head[59].
            


            
                Growth and competitiveness are important, however there is a growing recognition that the characteristics of growth and the distribution of its benefits are just as important.
            


            
                Under the Westminster system Scotland is locked in to one of the most unequal economic models in the OECD - with the UK ranked 28th out of 34 countries in terms of its Gini coefficient (a key measure of income inequality)[60]. Such inequalities have in fact widened rather than narrowed in recent decades[61]. Such patterns are not only damaging in their own right, but act to constrain growth over the long term[62].
            


            
                There is also clear evidence of increasing geographical imbalances which have concentrated jobs, population growth and investment in London and the South-East of England[63]. At the same time, there has also been a gradual erosion of economic resilience with a declining manufacturing base, sustained current account deficits and higher levels of public and private sector debt.
            


            
                The gap between rich and poor, the increasing concentration of economic activity in one small part of the UK, and growing imbalances in the structure of the UK economy all suggest that continuing as a regional economy will hamper job creation in Scotland and reduce economic security in the long term.
            


            
                The economic choice in the independence referendum is about how we best equip ourselves to meet the challenges, seize the opportunities and secure the future for people living in Scotland now and in years to come.
            


            
                The Scottish Government believes that the best option for Scotland is to become independent. It will create the opportunity to build an economy that takes advantage of Scotland's unique strengths and size, and which delivers a more outward focused, fairer and resilient economy.
            


            
                The opportunities available to Scotland
                

                Under the current constitutional arrangements, the Scottish Government has responsibility for devolved economic policy areas. However, responsibility for most important economic and social policies is reserved to Westminster. This includes welfare, employability, workplace relations, economic and financial regulation and consumer protection. The Scottish Parliament is responsible for just 7 per cent of taxes raised in Scotland. Even after the new tax powers of the Scotland Act 2012, this figure will only increase to around 15 per cent[64].
            


            
                Remaining under the Westminster system restricts Scotland's ability to meet future challenges and opportunities.
            


            
                We are clear about the longstanding issues to be tackled in order to drive growth and address inequality in the Scottish economy. We will need to:
            


            
                	create more and better employment opportunities across all parts of the country and tackle long-standing social and economic inequalities that constrain our economic potential
                


                	boost and diversify our businesses
                


                	rebalance the economy and strengthen the role of manufacturing and innovation
                


                	grow our export base and provide the framework to help support Scottish companies to compete in global markets
                


                	encourage a longer-term focus on investment and economic sustainability
                


                	support the transition to a low carbon economy
                

            


            
                Since devolution our performance within the UK has strengthened[65]. This illustrates the advantages of Scotland making our own decisions to the benefit of our economy. But we can do much better.
            


            
                Independence will provide the government of Scotland with access to economic and fiscal levers which the Westminster Government currently controls. Future Scottish governments will be able to set policy to Scotland's own circumstances, strengths and preferences.
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                Having responsibility for all economic levers in Scotland will allow us to transform our country. With independence we will be able to choose an economic approach that builds on our existing strengths and which helps deliver a more outward focused, dynamic and resilient economy. For example, independence will allow future Scottish governments to build on the progress already being made to tackle climate change and to capture Scotland's significant economic opportunities in the low carbon sector.
            


            
                The performance of many small countries demonstrates the advantage of having a policy framework appropriate to local circumstances. Evidence shows that countries similar in size to Scotland have a strong track record[66]:
            


            
                	currently nine of the top fifteen OECD economies measured by output per head are of similar size to Scotland[67]
                


                	small countries make up a majority of the top 20 positions in the UN Human Development Index[68]
                

            


            
                An independent Scotland will not replicate the economic structure of the UK; instead independence will bring opportunities to operate more effectively and efficiently.
            


            
                This Government's aim is that, within a decade, Scotland will achieve and maintain a place in the top 10 nations in the UN Human Development Index[69]. Achieving this aim will show both an improved economic performance and that we have translated greater economic success into direct social and personal benefits for the people of Scotland.
            


            
                The Scotland we can create
                

                Since 2007, the Scottish Government has been pursuing an economic strategy with a clear purpose: increasing sustainable economic growth, with opportunities for all of Scotland to flourish.
            


            
                Driving our ambition for a more successful economy are six key priorities:
            


            
                	creating a supportive business environment
                


                	delivering benefits from the transition to a low carbon economy
                


                	improving opportunities for learning, skills development and wellbeing
                


                	a focus on infrastructure
                


                	ensuring effective government
                


                	producing economic and social outcomes that are more equitable
                

            


            
                These will remain at the centre of this government's approach in an independent Scotland.
            


            
                An independent Scotland will be able to use our new powers to improve productivity, boost participation and build greater solidarity, cohesion and sustainability.
            


            
                Productivity
                
More productive economies typically enjoy higher living standards. In 2011, Scotland's productivity was 100 per cent of the UK average measured by output per hour worked, and 99 per cent of the UK average in terms of output per filled job[70].
            


            
                However, in comparison with our international competitors, Scotland's (and the UK's) performance is less favourable. Countries, such as Norway, Ireland, Denmark and Austria do better. For example, productivity in Denmark is around 12 per cent higher than in Scotland[71].
            


            
                Independence will provide the opportunity to target policies to Scotland's unique circumstances and challenges, and to boost productivity. Our plans for re-industrialisation, innovation, taxation, investment and internationalisation will help to achieve this by delivering the necessary changes to our economy.
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                Participation and population
                
An engaged and productive workforce is central to long-term economic success. Greater participation increases the economy's growth potential. It is also key to addressing important social objectives, such as tackling poverty. A labour market which is resilient, adaptable to changes in economic conditions, and able to respond quickly to new opportunities and challenges is a major competitive advantage.
            


            
                In recent years, Scotland has had a stronger employment record than the UK. However, consistent with the trend at the UK level, the characteristics and composition of our labour market has changed, adversely affecting job security, the rewards of work and equality of opportunity.
            


            
                Many other independent countries perform more strongly both in terms of participation and job outcomes[72]. Independence will give us control over labour market policies, including direct levers such as taxation, welfare and regulation, and indirect levers such as child care and employee and employer relations.
            


            
                The most significant determinant of Scotland's long-term growth gap relative to the UK has been slower population growth. A country's population - in particular those of working age - is a key driver of long-term prosperity. Successive administrations have made boosting Scotland's population a top priority. The most recent Census showed that as at March 2011, Scotland's population stood at 5.295 million - the highest ever[73]. However, the recent growth has only served to reverse the impact of decades of emigration and the latest population projections suggest that Scotland's working age population will not grow as rapidly as the UK as a whole[74].
            


            
                Independence will provide an opportunity to grow the economy more quickly, provide more opportunities for our young people to stay and build careers in Scotland and to attract skilled workers.
            


            
                Solidarity, cohesion and sustainability
                
Scotland is currently a more equal country than the UK as a whole[75]. However, in 2010, Scotland would still have been ranked 17th in the OECD in terms of income inequality, so clearly we need to do better[76]. Too often the benefits of economic growth are not shared equally across the country. Independence will provide the levers to tackle inequalities in Scotland.
            


            
                Aligning tax and welfare policies, helping people to move into sustained work and supporting people to develop the skills to progress will all help support better solidarity and cohesion in Scotland.
            


            
                With independence, we will have the opportunity to:
            


            
                	set out a vision for the type of economy and society that captures Scotland's distinct values and build distinct economic, industrial and social policies which reflect these aims
                


                	use welfare and employment policies to tackle long-standing inequalities - both social and regional - that have persisted for decades
                


                	prioritise tax powers, regulation and Scotland's new global status to develop growth sectors and growth companies, widen the export base, attract investment, and support local firms to move into new and emerging markets
                


                	develop an industrial strategy that promotes manufacturing and its links to the local supply chain
                


                	use the full array of business policies - affecting small and large businesses - alongside the resources of the public sector and Scotland's universities and colleges to support innovation and expand the business base
                


                	target policy to barriers that hold Scotland back - for example, by reducing Air Passenger Duty to boost international connectivity
                


                	build a more stable macroeconomic framework
                


                	design a more efficient tax system
                


                	implement an improved and streamlined consumer protection and regulatory regime which cuts back on waste and duplication
                


                	coordinate devolved powers with new tax and expenditure responsibilities - for example, in skills and employability, childcare, tax and welfare - to deliver more coherent policies
                


                	use full responsibility for Scotland's natural resources, such as control of the sea bed and oil and gas reserves, to maximise the growth prospects for the future and to enable communities to benefit from our assets
                


                	align education and skills policy with employment and industrial policies to facilitate more high value job opportunities and achieve the objective of full employment
                


                	recognise that our island communities have challenges and opportunities that differ from those in other parts of the country in areas like transport and energy
                

            


            
                This is not a prescriptive menu of policies, but illustrates what choices could be made with independence. It will enable future Scottish governments - whatever their political colour - to look at how we can best grow our economy and create jobs, with a broader range of options and opportunities to do things differently.
            


            
                
                    A supportive, competitive and dynamic business environment
                


                
                    The choices open to us
                    

                    An independent Scotland will have the opportunity to pursue policies designed to grow the economy and create jobs. With responsibility for the full range of policy levers, the government of an independent Scotland will be able to create a more supportive, competitive and dynamic business environment.
                


                
                    [image: Shop floor]
                


                
                    Within the devolved powers currently available, the Scottish Government is pursuing a range of actions to support sustainable economic growth and higher quality jobs, including the Small Business Bonus Scheme, attracting international investment, the Scottish Investment Bank and investment in infrastructure.
                


                
                    With independence, future Scottish governments can build on these policies to enable Scotland's businesses to reach their full potential. Future Scottish governments will be able to make choices over tax, measures to boost innovation and exports, promote good industrial relations and support small and medium sized enterprises.
                


                
                    Our priorities for action
                    

                    Each of Scotland's political parties will bring forward policy proposals at the future elections to an independent Scottish parliament. If elected in 2016, the current Scottish Government's priorities for action will be as follows.
                


                
                    A competitive and efficient tax environment
                    

                    Being close to a global economic hub such as London can be an advantage for Scotland. However, London inevitably acts as an economic magnet, attracting jobs and investment (particularly headquarter operations) away from other parts of the UK. The ability to vary tax is essential to redress the unbalanced nature of the UK economy.
                


                
                    We plan to set out a timescale for reducing corporation tax by up to three percentage points below the prevailing UK rate. The intention of pre-announcing the cut is to stimulate economic activity in advance of it taking place and to retain and attract new investment. This will be one way to secure a competitive advantage and help to reverse the loss of corporate headquarters which has been a feature of the Scottish economy over the last 30 years.
                


                
                    Support for the reindustrialisation of Scotland
                    

                    A key priority will be to re-balance and re-industrialise Scotland's economy, to secure a number of benefits including:
                


                
                    	
                        boosting high-value jobs - through increased manufacturing activity [77]
                    


                    	
                        promoting innovation - although manufacturing firms account for only 12 per cent of Scottish (onshore) output[78], they account for 66 per cent of business R&D spending[79]
                    


                    	
                        addressing geographical disparities - the decline in manufacturing has contributed to geographical imbalances across Scotland. Increasing manufacturing activity in a local area will help develop clusters of economic activity and support local supply chains[80]
                    


                    	
                        boosting exports - around 62 per cent of Scottish international exports are manufactured and a greater focus on internationalisation across the economy will help boost competitiveness and support jobs[81]
                    

                


                
                    One option for future governments to support manufacturing and boost innovation will be to use the tax system to improve incentives for investment, for example through more generous depreciation allowances for key growth sectors in Scotland.
                


                
                    The current Scottish Government will also develop a new industrial strategy for Scotland. Key elements of the industrial strategy will include:
                


                
                    	support for investment, including research and development
                    


                    	support for indigenous companies and ownership by strengthening the role of the Scottish Investment Bank
                    


                    	expanding skills development by bringing together employment and skills policies and putting modern apprenticeships at the heart of our approach
                    


                    	expanding our manufacturing base, with a particular focus on maximising the manufacturing opportunities of our offshore energy potential
                    


                    	targeted use of loan guarantees
                    

                


                
                    Boosting connectivity
                    

                    In the modern global economy, air connections are vital to international connectivity. Benchmarking analysis, based on 2011 data, indicated that Scotland's short haul network had almost reached the level of connectivity that would be expected when compared to peer regional networks[82]. However, Scotland's long-haul network performance is not as strong and there are clear areas for improvement to destinations such as the Asia Pacific region and North America.
                


                
                    With independence, government policies - for example, careful design of Air Passenger Duty (APD) - can be used to encourage the types of flights that benefit Scotland. Analysis suggests that the current APD impacts negatively on the Scottish economy, with APD in the UK now the highest tax of its type anywhere in the world.
                


                
                    A recent study estimated that APD will cost Scotland more than £200 million a year in lost tourism spend alone by 2016[83]. We plan to reduce APD by 50 per cent in the first term of the independent parliament, with a view to abolishing it when public finances allow.
                


                
                    As an independent nation, Scotland will be better placed to work with airport, airline, tourism and other partners to sustain network development activity in long-haul markets, as part of a Team Scotland approach. The Irish Government has for example struck a deal with Customs Authorities in the US to allow passengers travelling through airports in Ireland to clear passport control before boarding the plane[84].
                


                
                    Maximising the opportunities of our overseas representation
                    

                    At present Scottish Development International has offices across Asia, the Pacific, Europe, the Middle East and the Americas[85]. An independent Scotland will prioritise our effort and resources to strengthen our international presence in the nations and markets that are of greatest economic importance to us. It is worth noting that 91 per cent of total Scottish exports currently go to 21 countries[86].
                


                
                    A crucial part of the role of Scotland's proposed overseas representation (see Chapter 5) will be to identify opportunities to directly promote Scottish goods and services. The Team Scotland approach will be built on and with independence our government departments, the private sector and our diplomatic missions will work together to promote Scotland.
                


                
                    Other actions
                    

                    In addition to the priorities outlined above - all of which are designed to improve productivity, participation and cohesion - we will also take the following actions:
                


                
                    Support small and medium-sized enterprises
                


                
                    This government will continue our commitment to the Small Business Bonus which has reduced, or eliminated entirely, business rates for tens of thousands of properties across Scotland and to maintaining Scottish business rates parity with the rest of the UK[87]. The tax system in Scotland will be designed to reduce compliance burdens facing small and medium-sized enterprises in particular.
                


                
                    The Government will also examine the case for an increase in the National Insurance employment allowance for small business.
                


                
                    Streamline competition and regulation policy
                


                
                    Competition is a key driver of productivity, exports and consumer value and choice. An independent Scotland, as part of the EU, will continue to meet the regulatory requirements associated with membership - many of which relate to the operation of the Single Market. We will also develop and deliver a streamlined and efficient regulatory model with a combined regulatory body with a single, strong voice, both in Scotland and internationally, on competition and consumer issues[88].
                


                
                    Strengthen consumer protection
                


                
                    Scottish consumers are an important part of the economy[89]. In order for economic activity to flourish it is important that consumers are able to trust businesses. We will establish a more integrated, simplified consumer landscape with a single consumer body to take into account Scottish specific issues, such as unfair parcel delivery charges in rural areas, building on the Scottish Government's proposal for a combined economic regulator.
                


                
                    Directly influence EU legislation
                


                
                    With independence Scotland's government will be able to represent Scotland's interests as a full and active participant in the EU.
                


                
                    Maximise investment
                


                
                    Investment in infrastructure will remain a central part of the Scottish Government's approach to supporting long-term sustainable economic growth. On independence the Scottish Government will make our own decisions about resources for capital investment. We will have full access to capital borrowing and will take forward infrastructure priorities as set out in our Infrastructure Investment Plan.
                


                
                    Increasing innovation throughout Scotland's economy
                    

                    Innovation is a key driver of productivity and growth[90]. Firms innovate in order to stay ahead of their rivals, through the production of new knowledge or the application of existing knowledge.
                


                
                    The top-performing small independent countries emphasise science and innovation in their economic strategies. Many small countries have been increasing their research and development (R&D) spending, as a percentage of GDP, more quickly than larger economies[91]. From 2001 to 2011 total R&D spend rose as a percentage of GDP in Finland, Denmark and Ireland. In contrast, R&D spend as a percentage of GDP in the UK and Scotland remained broadly unchanged over this period[92].
                


                
                    This investment in science and technology, and in education and training more generally, has allowed many of our competitors to strengthen their performance in export markets - in particular high technology export markets - and support economic growth.
                


                
                    The largest proportion of R&D spend comes from the private sector - on average around two thirds of total R&D expenditure across OECD countries[93]. However, in Scotland this proportion is considerably lower, with the largest contribution to total R&D spend coming from investment by the Higher Education sector[94].
                


                
                    Scotland's investment in Higher Education R&D is world class - the latest official statistics show that, in 2011, Scotland's Higher Education R&D expenditure as a percentage of GDP ranked top of the 12 countries/regions of the UK, and fourth highest among the OECD countries[95].
                


                
                    Key priorities for Scotland will be to find ways of boosting business spending on research and development, whilst enabling higher levels of commercialisation of the world-class research produced at Scottish universities.
                


                
                    With independence Scotland will further strengthen the relationships and linkages between key partners in innovation - including businesses, universities, funding providers, companies, and public sector agencies - in a coherent strategy with shared priorities.
                


                
                    Direct financing levers
                


                
                    With independence we will develop and expand direct financing instruments, including the provision of credit loans and guarantees and encouraging higher levels of equity financing and venture capital.
                


                
                    Indirect financing levers
                


                
                    Tax based incentives that are aimed at encouraging investment in innovation activities can be applied to either expenditure (related to R&D) or income that results from investment in R&D. Following independence this Government will examine how best to develop and target such tax relief to encourage Scotland's innovative industries.
                


                
                    Intellectual property
                


                
                    We will ensure continuity of the legal framework for protecting intellectual property rights. Independence will also allow Scotland to offer a simpler and cheaper, more business-friendly model than the current UK system, which is bureaucratic and expensive, especially for small firms. The UK is one of the few EU countries which does not offer a scheme which covers the basics of protection. Scotland could follow, for example, the German model which protects technical innovations.
                


                
                    Scotland also has a distinctive body of expertise in dispute resolution through the Scottish Arbitration Centre which could be developed as an international centre of excellence in arbitration.
                


                
                    We recognise that researchers are highly skilled, and globally mobile. Scottish universities recruit researchers from across the world, whilst many Scottish researchers work in institutions in other countries. With responsibility for immigration policy this Scottish Government will amend recent Westminster Government restrictions which impact in particular on the ability of our universities and colleges to attract international students. We will develop an approach to immigration to attract international talent at a level that would support high growth companies to develop and grow (see Chapter 7).
                


                
                    Innovation is not limited to high tech sectors. It can also drive growth across the economy by investing in new approaches to meeting customer needs and attracting attention to Scottish products. For example, VisitScotland developed a unique partnership with The Walt Disney Company to make the most of the opportunity of the animated feature Brave to boost tourism in Scotland. The Scottish Government and VisitScotland have continued to build on this innovative relationship with the world's largest entertainment organisation, showing Scottish food, drink and culture and promoting our assets as a tourism destination at the recent eighth Epcot International Food & Wine Festival at Walt Disney World in Orlando, Florida.
                

            


            
                
                    A valued and well-rewarded workforce
                


                
                    The choices open to us
                    

                    A country's people are its greatest asset and it is vital that everyone in Scotland has the opportunity to fulfil their potential. Well rewarded and sustained employment is the best route out of poverty and the best way to tackle inequality.
                


                
                    All the actions described in this chapter are designed to improve job opportunities and long-term economic resilience. With independence, we will focus on creating better work opportunities, with the aim of creating maximum employment for the entire workforce and the long-term success of Scotland's economy.
                


                
                    Under devolution the Scottish Government has responsibilities for education and skills, but not for employment regulation, tax or welfare policies, all of which are crucial to support people entering and remaining in employment. The Scottish Government is responsible for training the present and future workforce, equipping them with the skills and knowledge they need, but has no say in how they are treated once they are in a job.
                


                
                    The Scottish Government has used our responsibilities to support employment, in particular to address the challenge of youth unemployment. The action we have taken includes a commitment to 25,000 new apprenticeship opportunities in each year of the current Parliament, the majority of which are targeted at young people; and Opportunities for All, which is a guaranteed place in education or training for all 16-19 year olds not already in learning, training or employment.
                


                
                    Independence will enable future Scottish governments to create a more coherent framework for employment and the labour market - one that links education, employability training, welfare, taxation and health with action aimed at creating a supportive business environment to foster job creation. It will also allow us to create joined up services which match job seekers and opportunities, within a supportive culture, offering help and assistance to those furthest from the labour market.
                


                
                    The success of Scotland in creating job opportunities and greater economic security than at present will also depend crucially on a sense of cohesion. There is good evidence that countries of Scotland's size that perform well have a sense of shared national purpose[96]. With independence steps can be taken to improve cohesion, and partnership within the economy.
                


                
                    Our priorities for action
                    

                    The priorities for action for this Scottish Government in the first term of an independent Scottish parliament will be to:
                


                
                    	work directly with the trade unions, employer associations, employers and the voluntary sector to build a partnership approach to addressing labour market challenges
                    


                    	create sustainable employment that pays fairly through changes to the minimum wage and a commitment to the living wage
                    


                    	encourage people into work through a focus on early intervention and policies that support skills, training and opportunity
                    

                


                
                    We will work with the STUC and the business community on mechanisms to formalise the relationship between government, employer associations and employee associations with a particular focus on encouraging wider trade union participation and in recognition of the positive role that can be played by collective bargaining in improving labour market conditions. For example, evidence from the OECD shows that stronger trade unions tend to reduce inequality in labour income and ensure a more equal distribution of earnings[97].
                


                
                    With independence powers over employment legislation will transfer from Westminster to Scotland. Employment law and regulations cover minimum terms and conditions, maternity and paternity rights, worker representation, the rules around unions and collective bargaining and the minimum wage.
                


                
                    The Scottish Government has adopted a strong social partnership approach, working with the voluntary sector, unions, employer associations and employers directly. With independence we will build on this approach.
                


                
                    We have proposed a Fair Work Commission which, as part of a remit, will deliver the mechanism for uprating the National Minimum Wage.
                


                
                    We will also establish a National Convention on Employment and Labour relations. Bringing together labour market regulation and other employment-related policies in a forum which encourages direct and constructive dialogue across all key stakeholders will be a major advantage. This could, in principle, range from a focus on high-level issues such as labour market reform, to sectoral issues such as addressing skills-shortages in key sectors and particular policy initiatives such as the Living Wage.
                


                
                    Employee representation
                    

                    Analysis by the TUC shows that in 14 of the 28 EU member states workers have the right to be represented on company boards[98]. These countries have adopted different models in line with their own circumstances and cultures. There are differences for example in how worker representatives are nominated and elected and which companies are covered by the requirement.
                


                
                    Employee representation can help to bolster long-term decision-making and improve industrial relations. There are already examples of good practice here too - First Group has had an employee director since the company was created in 1989.
                


                
                    In an independent Scotland we will consult on the best form of employee representation on company boards.
                


                
                    We will also take steps to ensure that women have equal opportunities in terms of the quality as well as the number of jobs. Greater action needs to be taken to improve female representation and diversity on company boards.
                


                
                    Whilst the Westminster Government requires firms to report the number of men and women on their boards[99], and has a target to increase the number of women on FTSE 100 boards to 25 per cent by 2015[100], a number of European countries have adopted a more progressive attitude to gender balance on company boards. Belgium, Italy, France, Iceland and Norway have already introduced legislation requiring a gender quota on boards[101].
                


                
                    The Scottish Government will consult on a target for female representation on company - and public boards - and, if necessary, we will legislate as appropriate.
                


                
                    Independence will allow Scotland to bring together all of our resources and expertise, including academic and industry expertise, employee and employer organisations, in direct and constructive dialogue across Scotland's economic sectors - including new and emerging sectors, such as renewables - and on key issues, such as the Living Wage, zero-hours contracts and access to Employment Tribunals. An independent Scotland can examine innovative ways to support improvements in the productivity and well-being of the workforce.
                


                
                    Sustainable and fairly rewarded employment
                    

                    The Scottish Government believes that it is absolutely vital for our economy and for our society that work pays, and that work pays fairly. The living wage and minimum wage will be central elements of our employment policy.
                


                
                    Living Wage
                


                
                    Achieving fair levels of pay is a fundamental aspect of building a more equal, socially just society. More of the people living in poverty today are in work than out of it and this trend has increased since the mid-1990s[102]. The Scottish Government fully supports the Living Wage campaign and its principle of encouraging employers to reward their staff fairly. We have led by example by ensuring all staff covered by the public sector pay policy are paid at least the Scottish Living Wage. This covers the 180,000 people in Scotland working for central government, our agencies and the NHS[103] benefiting directly up to 3,300 workers[104]. This is part of the Government's "social wage" - the contract between the people of Scotland and their government.
                


                
                    Our commitment to support the Scottish Living Wage for the duration of this Parliament is a commitment to those on the lowest incomes. However, over 400,000 people in Scotland are working for less than the living wage, which is nearly a fifth of the Scottish workforce and the majority of these low paid workers are women[105]. The Scottish Government is funding the Poverty Alliance to deliver a Living Wage Accreditation Scheme to promote the living wage and increase the number of private companies that pay it to make decent pay the norm in our country. We will continue to support and promote the living wage in an independent Scotland.
                


                
                    Minimum Wage
                


                
                    Around 70,000 people currently receive the minimum wage in Scotland[106]. In real terms the minimum wage has failed to increase in almost a decade and in every single year since the recession of 2008 it has failed to keep up with the cost of living - if the minimum wage had increased in line with the cost of living over the past five years some of the lowest paid Scots would now earn almost £675 a year more than they do today[107].
                


                
                    This Scottish Government is therefore giving a firm commitment that if we are the government in an independent Scotland, the minimum wage will in future rise at least in line with inflation.
                


                
                    This Scottish Government's Fair Work Commission, with members drawn from business, trade unions and wider society, will advise the government on the minimum wage. The Commission will also provide advice on other factors relating to individual and collective rights which contribute to fairness at work and business competitiveness, recognising that both are integral elements of sustainable economic growth in Scotland. The Commission will work with the larger Convention on Employment and Labour Relations. Together they will help the Scottish Government foster a constructive and collaborative approach to industrial relations policy and formalise the relationship between government, employers, trade unions and employee associations.
                


                
                    Other actions
                    

                    Other specific policies that the current Scottish Government will pursue to improve the labour market will include:
                


                
                    A Youth Guarantee
                


                
                    The Youth Guarantee will establish the opportunity of education, training or employment as constitutional rights. In an independent Scotland this right could be extended to those aged up to 24 years old, building on the success of the current Opportunities for All guarantee of employment, apprenticeship or training for all young people age 16 to 19. This approach will put us in line with the rest of Europe where the EU Youth Guarantee aims to offer young people across Europe a job, apprenticeship, traineeship or education place within four months of becoming unemployed or leaving education. A new programme of EU funds will become available from 2014 to allow member states to make significant progress on this commitment.
                


                
                    A focus on early intervention
                


                
                    Employment services in an independent Scotland will be built on the principle of "early intervention", and seek to prevent individuals from becoming long-term unemployed with all of the associated problems for individuals and for society. An early assessment of needs can provide support when required rather than after nine or 12 months as happens under the current system.
                


                
                    Integration of skills and employability
                


                
                    Following independence, we will bring together job matching, employability training and career guidance, currently being delivered separately in Scotland by the Department for Work and Pensions and Skills Development Scotland. This will allow local service delivery to be customised more closely to the needs of individuals. We will also aim to provide more tailored and coherent provision and increase the involvement of the Third Sector.
                


                
                    Strengthening employment protection
                


                
                    While each element of employment regulation has individual impacts, taken together as a system, they need to balance the twin objectives of protecting the rights of employees and encouraging companies to grow and create good quality jobs. The current Scottish Government plans to reverse recent changes introduced at Westminster which reduce key aspects of workers' rights. For example on independence we will restore a 90 days consultation period for redundancies affecting 100 or more employees.
                


                
                    Abolish the Westminster Governmentʼs Shares for Rights scheme
                


                
                    This scheme encourages workers to give up employment rights in areas such as unfair dismissal and redundancy pay in return for tax incentives on shares in their employers. The TUC has criticised the scheme and notes that there was overwhelming opposition to the proposals during the consultation process[108]. The Institute for Fiscal Studies has described the policy as having all the hallmarks of another tax avoidance scheme[109].
                


                
                    An effective immigration policy
                


                
                    We plan to develop and operate a controlled, transparent and efficient immigration system that best meets Scotland's needs. This will include a points based approach targeted at particular Scottish circumstances. We will also reintroduce the post-study work visa, which was abolished by the Westminster Government in April 2012 (see Chapter 7). This visa will encourage more talented people from around the world to further their education in Scotland, providing income for Scotland's institutions and contributing to a growing economy.
                

            


            
                
                    Our currency, fiscal rules and financial regulation
                


                
                    The choices open to us
                    

                    A robust macroeconomic framework is essential to deliver robust economic growth and to create jobs. The Fiscal Commission, comprising eminent economists including two Nobel laureates, has explored the full range of options available to Scotland.
                


                
                    Their first report analysed an independent Scotland's currency choices, and the inter-linkages between a framework for monetary policy, financial stability and fiscal sustainability[110]. Having considered in detail all the options, they put forward a robust framework - including retention of the pound - which will be workable from day one of independence.
                


                
                    Currency and monetary policy
                


                
                    An independent Scotland will be able to decide our currency and the arrangements for monetary policy.
                


                
                    Four currency options were examined by the Fiscal Commission - the continued use of Sterling (pegged and flexible), the creation of a Scottish currency and membership of the Euro.
                


                
                    They concluded that retaining Sterling as part of a formal monetary union with rest of the UK will be the best option. The Fiscal Commission proposed a practical and workable model, including governance and institutional arrangements that would create a successful and robust framework.
                


                
                    The Commission's analysis shows that it will not only be in Scotland's interests to retain Sterling but that - post independence - this will also benefit the rest of the UK.
                


                
                    Under such an arrangement, monetary policy will be set according to economic conditions across the Sterling Area with ownership and governance of the Bank of England undertaken on a shareholder basis.
                


                
                    Choice of currency arrangements
                    

                    The Fiscal Commission considered the currency options for an independent Scotland. Following a detailed analysis of the various options, the Commission[111]:
                    
                        
                            "commends to the Scottish Government retaining Sterling as part of a formal monetary union, and believes that this provides a strong overarching framework for Scotland post-independence."
                        

                    


                    
                        Analysis highlights a number of key reasons why this would be in both Scotland and the UK's interests immediately post-independence[112]:
                    


                    
                        	the UK is Scotland's principal trading partner accounting for 2/3 of exports in 2011, whilst figures cited by HM Treasury suggest that Scotland is the UK's second largest trading partner with exports to Scotland greater than to Brazil, South Africa, Russia, India, China and Japan put together
                        


                        	there is clear evidence of companies operating in Scotland and the UK with complex cross-border supply chains
                        


                        	a high degree of labour mobility - helped by transport links, culture and language
                        


                        	on key measurements of an optimal currency area, the Scottish and UK economies score well - for example, similar levels of productivity
                        


                        	evidence of economic cycles shows that while there have been periods of temporary divergence, there is a relatively high degree of synchronicity in short-term economic trends
                        

                    

                


                
                    It would, of course, be open to people in Scotland to choose a different arrangement in the future. However, we believe that this proposal is the right one for Scotland and that it reflects the modern partnership that we seek between the nations of these isles following independence.
                


                
                    A shared successful monetary union needs to have an adequately designed framework for financial stability and fiscal sustainability. These are areas which have also been examined in detail and reflected in the recommendations and advice of the Fiscal Commission.
                


                
                    Financial stability and financial regulation
                


                
                    The financial crisis showed that many countries, including the UK, had allowed flawed models of regulation to develop. It also demonstrated that regulation can only be effective if it takes account of the global nature of financial institutions. That's why we have seen an increasing emphasis on international collaboration in recent years.
                


                
                    With independence, Scotland will become a full member of the EU and, as highlighted above, will retain Sterling.
                


                
                    Membership of the EU and the increasingly integrated single market for financial services will be central to Scotland's continuing success as a leading financial centre. We will adopt EU initiatives, just as the UK does at present. The only implication for the rest of Europe, or for multinational companies, is that such rules, regulations and directives will be implemented in 29 countries instead of 28.
                


                
                    Financial products and services (including deposits, mortgages, and pensions) will remain denominated in the same currency. Moreover, as part of the same single market, firms will, in the main, continue to provide products and services to consumers across Scotland and the UK no matter where they are based.
                


                
                    There are two main areas of financial regulation.
                


                
                    Firstly, there are regulations that relate to the safety and soundness of financial institutions and the overall financial system as a whole.
                


                
                    Secondly, there are regulations relating to the conduct and behaviour of financial institutions and how they interact with their customers.
                


                
                    An independent Scotland will establish our own regulator, as is the case in all other EU countries.
                


                
                    For the first aspect of financial regulation - financial stability - in light of reforms to improve the resilience of the global financial sector, the clear trend toward cross-border co‑ordination and with significant financial firms operating across Scotland and the UK, financial stability policy will be conducted on a consistent basis across the Sterling Area. This is in line with the proposal of the Fiscal Commission[113]. It is also consistent with international trends, which includes the creation of a European Banking Union with the European Central Bank taking responsibility for regulating the largest Euro Area banks.
                


                
                    There are a number of practical arrangements for how this could be achieved.
                


                
                    The Fiscal Commission set out that the Bank of England Financial Policy Committee will continue to set macroprudential policy and identify systemic risks across the whole of the Sterling Area. There could be a shared Sterling Area prudential regulatory authority for deposit takers, insurance companies and investment firms. Alternatively this could be undertaken by the regulatory arm of a Scottish Monetary Institute working alongside the equivalent UK authority on a consistent and harmonised basis.
                


                
                    The Bank of England, accountable to both countries, will continue to provide lender of last resort facilities and retain its role in dealing with financial institutions which posed a systemic risk.
                


                
                    Where financial resource was required to secure financial stability, there will be shared contributions from both the Scottish and Westminster Governments based on the principle that financial stability is of mutual benefit to consumers in both countries.
                


                
                    This will reflect the fact that financial institutions both in Scotland and the UK operate - and will continue to operate - with customers in Scotland, England, Wales and Northern Ireland and their stability will benefit all concerned.
                


                
                    Scotland will play our full part in protecting the financial system on these isles, taking responsibility for activity within Scotland as part of joint action across the Sterling Area.
                


                
                    Such a framework is consistent with the clear trend toward greater international co‑operation on financial stability. An additional key lesson from the recent financial crisis was the need for more robust frameworks to monitor financial risks across borders and to establish frameworks so that financial institutions cannot be 'too big to fail'. Our approach is consistent with this.
                


                
                    Financial products, financial regulation and protecting consumers
                


                
                    The second aspect of financial regulation covers the monitoring of the conduct and behaviour of firms in local markets, to ensure that financial markets function well, with choice and competition, whilst protecting consumers. It is proposed that this aspect of financial regulation will be discharged by a Scottish regulator which will assume the key responsibilities of the UK Financial Conduct Authority in Scotland.
                


                
                    It will work on a closely harmonised basis with the UK regulators, delivering an aligned conduct regulatory framework, to retain a broadly integrated market across the Sterling Area. The regulatory approach will include the application of single rulebooks and supervisory handbooks.
                


                
                    This framework will mean that firms will be able to continue to provide financial products and services no matter where they are based (for example, banks based in the UK will continue to provide services to customers in Scotland and vice versa).
                


                
                    An independent Scotland will work with the UK and EU to continue to realise the joint benefits of an integrated market.
                


                
                    The market for financial products between Scotland and the UK - including bank accounts, pensions, loans and insurance - is highly integrated. Under the framework set out above, this will largely continue after independence and will be consistent with the development of the European Single Market on financial services. This ensures that consumers can choose not only from providers of financial products and services in their home market, but also providers based elsewhere in Europe.
                


                
                    Where there is a fully integrated market with products able to be bought across Scotland and the rest of the UK, one common Bank of England interest rate for the Sterling Area and close alignment between the two economies and regulatory structures, there is no reason for borrowing rates for consumers to be affected.
                


                
                    Private pension provision will also be unaffected. Existing arrangements that individuals have with private pension providers will continue and pension payments will continue to be paid in Sterling. See Chapter 4 for more information on pensions.
                


                
                    In an independent Scotland, this Government will continue to support existing tax-free savings products, like savings and investment ISAs. Existing schemes will be honoured in full following independence.
                


                
                    We will also continue to have compensation schemes in place, providing protection equivalent to that which is available in the UK, and in line with European harmonised levels of consumer protection. This includes bank deposits, which under EU harmonised rules, are protected at the equivalent of €100,000 (£85,000). Consumers in both Scotland and the rest of the UK will remain protected on a consistent basis.
                


                
                    Compensation schemes will be funded by a proportionate industry levy, as is currently the case. As part of the framework for financial stability proposed above, the Scottish Government sees merit in a jointly-operated or co-ordinated scheme across the Sterling Area for key aspects of compensation.
                


                
                    Scotland will also be responsible for our own competition and consumer protection landscape, including money advice and financial ombudsman services. Much of this landscape is fragmented at the moment, and there is significant scope to deliver this more efficiently in an independent Scotland offering a real opportunity to deliver better outcomes for consumers.
                


                
                    For example, many people in Scotland, including some of the most vulnerable are getting into severe financial trouble using short-term credit, such as pay day loans, which have extremely high interest rates and default charges. Payday lenders will be subject to tougher regulation in an independent Scotland. This Government plans to introduce a cap on short-term interest rates - as there is in many countries in Europe, Japan, Canada and some US states - and to regulate advertising and place restrictions on the 'rolling over' of loans, which sees those unable to pay off the initial debt saddled with a bigger loan that is more difficult to clear.
                


                
                    Fiscal framework
                


                
                    The third aspect of a robust macroeconomic framework is a sustainable fiscal framework. Scotland has sound public finances, and a relatively strong position compared to the UK as a whole.
                


                
                    We will introduce a robust fiscal framework, which will promote stability and provide flexibility to respond to economic shocks. This will be a key foundation of sustainable economic growth in Scotland and will be based on a system which ensures that public sector debt and borrowing are managed effectively and responsibly.
                


                
                    We will follow the advice of the Fiscal Commission, which has highlighted a number of features that are desirable for the fiscal framework of an independent Scotland[114]. These include:
                


                
                    	fiscal rules to promote fiscal discipline and help ensure that the public finances remain on a transparent and sustainable path
                    


                    	the establishment of an independent Scottish Fiscal Commission to provide advice on and scrutiny of Scotland's public finances
                    


                    	the creation of a sovereign wealth fund - a Scottish Energy Fund - to enhance both the Scottish Government's ability to manage short-term fluctuations in oil revenues and to promote long-term fiscal sustainability[115]
                    

                


                
                    The Scottish Government recognises that a sustainable fiscal framework is important no matter the currency arrangement. However, it is particularly important in a well-functioning monetary union to avoid significant divergences in fiscal balances.
                


                
                    That is why such a monetary framework will require a fiscal sustainability agreement between Scotland and the rest of the UK, which will apply to both governments and cover overall net borrowing and debt. Given Scotland's healthier financial position we anticipate that Scotland will be in a strong position to deliver this.
                


                
                    Within this overarching framework the Scottish Government will have full autonomy to use our fiscal and wider economic independence to boost growth, address any weaknesses in the Scottish economy and take advantage of opportunities for growth. This will need to be managed responsibly.
                


                
                    Monetary unions allow for significant differences in fiscal and economic policies. For example, Luxembourg and Belgium have been in currency union for decades but have substantial variations in tax policies, VAT is 15 per cent in Luxembourg and 21 per cent in Belgium[116]. Corporation tax in Ireland remains at 12.5 per cent but is higher elsewhere in the Eurozone[117].
                

            


            
                
                    Our tax system
                


                
                    The choices open to us
                    

                    Within the current constitutional arrangements the Scottish Parliament, even after the implementation of the Scotland Act 2012, will be responsible for only 15 per cent of Scotland's tax revenues[118]. The Scottish Parliament will have a limited ability to vary income tax rates, be responsible for Land and Buildings Transaction Tax (a new, more progressive tax replacing Stamp Duty Land Tax), and the Scottish Landfill Tax, and retain continuing responsibility for Council Tax and Business Rates.
                


                
                    In contrast, with independence the Scottish Parliament will have full control over taxation. It will be for the elected government and parliament of the day to decide on individual taxes in an independent Scotland.
                


                
                    Until such times as tax rates are changed by a future Scottish government, they will remain the same as the prevailing rate in the UK. Future Scottish governments may wish to vary tax rates and/or thresholds for a variety of reasons. However, there will be no necessity to do so to pay for current spending.
                


                
                    In addition to increased flexibility in relation to tax policy, independence will allow the tax system as a whole to be re-designed based on a clear set of principles and to better link to complementary areas of policy such as welfare. Independence will provide an opportunity to design a Scottish tax system based on specific Scottish circumstances and preferences[119].
                


                
                    The UK tax system is complex and inefficient. It is estimated that there are over 10,000 pages of tax legislation making it one of the longest tax codes in the world, and the Office of Tax Simplification (OTS) found in 2010 that there were 1,042 separate exemptions in the UK tax system. The Fiscal Commission and other commentators, such as the Institute for Fiscal Studies, has recognised the potential for Scotland to design a simpler and more efficient tax system following independence.
                


                
                    Unnecessary complexity in the tax system, through multiple exemptions, deductions and allowances, creates opportunities for tax avoidance. By designing a simpler tax system based on a clear set of principles with fewer reliefs and exemptions, Scotland could reduce the scope for individuals and corporations to exploit opportunities to avoid paying their fair share of taxes and so generate additional public revenues without increasing tax rates.
                


                
                    A more complex tax system is also costly to administer, as well as placing extra compliance costs on taxpayers. The most recent data shows that administration costs, measured as a proportion of net revenues collected, are higher in the UK than many countries. Over the last three years of data, UK administration costs were higher on average than many countries of a comparable scale to Scotland, including Denmark, Sweden and Finland[120].
                


                
                    Our priorities for action
                    

                    Detailed policies on tax and spending will be set out in party manifestos for the 2016 election and thereafter in the first budget in an independent Scotland. There is no requirement to increase taxes to pay for the services we currently enjoy in Scotland. The approach to tax of the current Government will focus on fairness and economic growth. To reflect this, if we are elected to be the first government of an independent Scotland, our early priorities will be those set out below.
                


                
                    We plan to build a taxation system which stimulates the economy, builds social cohesion and sustains Scotland's public services. These priorities will mark the first steps in reforming the tax system that we will inherit upon independence. They will also pave the way for a more significant review of the tax system in the early years of independence - in order that we can realise the full benefits of a modern and efficient tax system.
                


                
                    This Scottish Government's priorities will be to:
                


                
                    Increase personal allowance and tax credits by inflation. Personal allowances, the thresholds between income tax bands and caps on National Insurance Contributions, as well as tax credits, have all been used by successive Westminster governments to adjust the burden of taxation and the tax-take. However, these approaches to taxation can be complex and not transparent to the individual taxpayers. This Government intends following independence to introduce a clear and simple tax system in an independent Scotland. We plan in the short-term to increase transparency and certainty in the current system by uprating the basic rate allowances and tax credits by inflation each year, preserving their value in real terms. Our progressive policy will help the lowest paid workers in our economy.
                


                
                    Reduce Air Passenger Duty (APD) by 50 per cent. A recent study by York Aviation estimated that APD will cost Scotland more than £200 million a year in lost tourism spend alone by 2016. In addition to the direct losses to the Scottish economy, a report earlier this year by PWC showed that reducing APD would increase other tax receipts, such as VAT[121]. A reduction in APD will allow Scotland's airports to be more competitive in attracting new direct air routes and will improve our international connectivity. More direct routes will also enable Scottish travellers to avoid connections via airports such as Heathrow. As an early priority for action the Government plans to reduce APD by 50 per cent, with a view to eventual abolition of the tax when public finances allow. This tax cut will encourage business travel and reduce costs for families of holiday flights from a Scottish airport.
                


                
                    [image: Pen drawing and wage slip]
                


                
                    Set a competitive corporation tax. We can send a clear signal that Scotland is one of the most competitive and attractive economies in Europe, with tax rates designed to boost economic activity and support the fast-growing industries that already have a comparative advantage here in Scotland. Corporation tax rates remain an important tool for securing competitive advantage and for offsetting competitive advantages enjoyed by other parts of the UK, notably London.
                


                
                    This Government plans to set out a timescale for reducing corporation tax by up to three percentage points below the prevailing UK rate. Modelling suggests that such a cut could increase the level of output by 1.4 per cent, boost overall employment in Scotland by 1.1 per cent (equivalent to 27,000 jobs) and raise overall investment in the Scottish economy by 1.9 per cent after 20 years[122].
                


                
                    Ending the Westminster Governmentʼs proposals for tax allowances for some married couples. This scheme will effectively discriminate against many families where both partners work, unmarried couples, widows, widowers, single parents and women who have left abusive relationships. Under the proposed system, around two-thirds of all married couples will not benefit and analysis of the proposals suggest that couples with children are much less likely to receive the full allowance and that many low and middle income married couples are likely to have much of the tax break clawed back through the benefits system[123]. The Institute for Fiscal Studies has noted that because of the way the scheme will operate some people will be worse off after a pay rise and that even if a government wanted to reward marriage through the tax system ther are simpler ways of doing so[124]. With access to tax and benefit powers the Scottish Government will make a different choice from that made by the current Westminster Government. Our priority is to help families with children by expanding childcare provision.
                


                
                    Examine the case for increase in National Insurance employment allowance for small business. Across most OECD countries both employees and employers make social security contributions. This Government plans to examine the potential to increase the employment allowance for small businesses to encourage employment.
                


                
                    Design a more efficient tax system. The Government plans a simple and transparent tax system after independence designed to minimise the opportunities for tax avoidance - such as the Shares for Rights Scheme - that have been exposed in the UK system[125], which mean too many individual and corporate taxpayers do not pay their fair share. Over the course of the first independent parliament, the Scottish Government and Revenue Scotland will work together to simplify the tax system to reduce compliance costs, streamline reliefs and help to reduce tax avoidance, with a target revenue gain of £250 million a year by the end of the first term.
                


                
                    In addition, we intend the administration of the tax system in Scotland to be simpler and lower cost. In particular, this Government will task Revenue Scotland to reduce compliance costs for small and medium sized businesses in Scotland to counter what can often be the regressive impact of such costs on small business that generate valuable employment.
                


                
                    As recommended by the Fiscal Commission, the Scottish Government proposes a transitional period during which the current functions of HMRC are continued in Scotland and the rest of the UK on a shared services basis[126]. Taxpayers will therefore see no immediate change to their current arrangements for paying tax on independence. However, the initial improvements to the system will be in place within the period of the first independent parliament.
                


                
                    We plan to develop a new tax system for Scotland to better meet key policy objectives, based on the design principles of a modern and efficient system set out by the Fiscal Commission:
                


                
                    	
                        simplicity - tax rules and obligations are well known, easily understood and liability is clear
                    


                    	
                        neutrality - the negative or unintended effects of taxation should be minimised and decisions on taxes should be made on merit
                    


                    	
                        stability - of both tax revenue stream and tax rules and procedures, allowing predictability and certainty in the decision making and planning of individuals, businesses and government
                    


                    	
                        flexibility - to respond to change, particularly in a dynamic and constantly evolving global economy
                    

                


                
                    A tax system based on such clear principles will minimise administration and compliance costs, maximise tax-take and boost investment and growth. We have already demonstrated our commitment to these principles in bringing forward and enacting legislation for the new Land and Buildings Transaction Tax.
                


                
                    The burden of taxation and the administrative compliance costs form only one - but important - factor in the overall cost and ease of undertaking business in an economy. There is therefore the opportunity to develop taxation policy in conjunction with wider economic policy to create a comprehensive and coherent framework to continue to build upon the competitive business environment in Scotland.
                


                
                    In our preparations for independence we will be guided by the Commission's recommendations. These are:
                


                
                    	the tax system should be built around Scottish circumstances and preferences to help increase productivity and economic growth while meeting the needs of the people of Scotland
                    


                    	the tax and welfare systems are key levers for tackling inequality - both are strongly interlinked and should be considered as fundamentally part of the same system. Welfare and tax policy should therefore be developed in tandem to ensure policy integration and alignment
                    


                    	appropriate tax rates maximise receipts by creating the optimal level of economic activity and revenue raising potential. The Scottish Government should assess the optimal balance of tax rates and bases for key taxes, such as business and employee taxes, and levels of government spending
                    


                    	an open and consultative approach with industry, independent experts, employer groups, the trade unions, and the general public, should be adopted when designing and reviewing the effectiveness of tax administrative policy to ensure the system is comprehensive, inclusive and maximises compliance
                    

                


                
                    Following these recommendations will allow an independent Scotland to design a modern and effective tax system that reflects Scotland's size and circumstances and is better suited to our economic needs.
                

            


            
                
                    Transport
                


                
                    Why we need a new approach
                    

                    Scotland's geographical position makes strong international and cross-border transport links vital for our economic success and our social wellbeing. Connecting Scotland with the world will never be a top priority for a Westminster Government, with its focus on the transport needs of London and the South East. It is only with independence that we can make choices based upon what is right for Scotland and our economy and what is right for communities and the quality of life of our people.
                


                
                    [image: A bridge at night]
                


                
                    The future of high-speed rail is just one example. Current confirmed plans exclude Scotland and Northern England, with the next phases of high-speed rail only due to connect London with Birmingham in 2026 and then Leeds and Manchester by 2033. While this investment will provide capacity and bring some journey time savings between the Central Belt and London, the economic benefits to Scotland, as well as the North East and far North West of England are marginal compared to those which will accrue to other areas of the UK. Indeed, the Westminster Government's own analysis shows that Aberdeen and Dundee's economies may suffer from such a partial approach[127].
                


                
                    A similar failure is clear in relation to Air Passenger Duty. Westminster's refusal to devolve Air Passenger Duty to Scotland has hampered our ability to attract new direct flights to Scotland that would improve our international connectivity and could reduce the costs to people and families in Scotland of both holidays and business travel.
                


                
                    The Westminster Government continues to have responsibility for key aspects of transport policy and, just as importantly, takes the final decision on the size of Scotland's budget. This has included a massive reduction in the capital spending available for crucial infrastructure projects in our country. Scotland's ability to support much needed infrastructure development has been hampered by decisions taken elsewhere, both in terms of overall spending limits and in the ways in which we are allowed to spend our money as a result of Treasury rules. This has meant slower progress on vital infrastructure and transport investment than would have been the case as an independent nation.
                


                
                    The opportunities available to Scotland
                    

                    Independence will provide Scotland with full flexibility and more choices for our transport system. We will be able to assess our capital investment needs and our forward investment based on Scotland's budgetary position, rather than within boundaries set by Westminster. We will be able to consider options such as different ownership models for the rail network, and address issues with Scotland's international connections to the global marketplace, developing our air and sea access to the most important markets.
                


                
                    Since 1999, successive Scottish governments have improved transport within current devolved responsibilities, illustrating the value of decision-making on Scottish priorities for transport within Scotland, and connecting investment in transport with wider policy objectives.
                


                
                    For example, this Government is committed to connecting communities and developing the local and national economies of Scotland through projects such as the Borders Rail link and the Air Discount Scheme.
                


                
                    Following the transfer of some responsibilities for our railways, two new passenger lines and six new stations have been opened and across the network we have seen a 30 per cent increase in passenger use[128]. Road Equivalent Tariff has been introduced for more island ferry routes and we have been able to take forward major road projects to improve and complete our motorway network.
                


                
                    These actions demonstrate what can be achieved with a limited range of responsibilities and show that Scotland is well placed to respond more effectively to our nation's strategic transport needs with the full powers of independence.
                


                
                    The Scotland we can create
                    

                    Independence will provide future Scottish governments with the ability to make decisions that suit Scotland's particular transport needs, creating projects and policies that are based on strong evidence of economic benefit and social cohesion.
                


                
                    These new powers can be used to continue the improvements to our transport networks both within Scotland and linking to Scotland. They will support economic and social opportunity by strengthening the connections between urban and rural, island and mainland, national and international, and the people of Scotland and their public services.
                


                
                    Independence will enable us to develop a fully integrated transport system with decision-making on the key issues being taken in Scotland and for Scotland. This means we can move forward with a clear ambition to deliver:
                


                
                    	integration between different modes of travel and different functions
                    


                    	integration between all the powers of government to support transport and wider objectives
                    


                    	full integration with the global community of nations
                    

                


                
                    The choices open to us
                    

                    Future Scottish governments will be able to align transport policy with other policy choices to create a more comprehensive transport strategy covering both national and international connections.
                


                
                    [image: A motorway]
                


                
                    For example, independence creates the opportunity to integrate the transport network fully with the other infrastructure networks that are crucial to growing the economy. We will be able to align transport policy with energy policy to achieve Scotland's ambitious decarbonisation targets. That means the electrification of rail and the development of electric vehicles can work in tandem with the expansion of renewable energy generation and the roll-out of smart grid technologies to drive down transport emissions, enabling Scotland to meet the commitment to achieve the almost complete decarbonisation of road transport by 2050.
                


                
                    There will be an opportunity to decide the best way to structure and support our railways, including the best ownership model for rail and track for the benefit of the people of Scotland.
                


                
                    The Scottish Government is currently procuring a ten-year Scotrail franchise with a five-year review and a separate Sleeper franchise. Both procurement exercises are being expertly run under existing devolved powers by Transport Scotland and have attracted healthy interest. We are confident that they will bring better services to passengers. However, the current franchise model is unnecessarily constrained by the limits imposed by UK legislation. In the future, an independent Scotland will be free to pursue legislation that enabled alternative approaches, including public-supported and not-for-profit models. Enhanced borrowing powers will also provide more options for the delivery of rail infrastructure or rolling stock supporting better value for money.
                


                
                    In addition, independence will give Scottish governments a role when franchises are awarded for cross-border services - currently the Scottish Government has very limited input to these decisions which are made by Westminster alone. This will ensure Scotland's interests are fully represented.
                


                
                    We can use the borrowing potential of an independent country to invest in the condition, reach and connectivity of our roads - achieving the long-term objective of dualling the road network between all our cities by 2030.
                


                
                    And, we can ensure that Scotland's Maritime institutions - such as the coastguard - are structured efficiently and meet the needs of users of Scotland's unique seas and complex coastline.
                


                
                    Our priorities for action
                    

                    High-speed rail is a key priority. Despite a much stronger business case from a network that includes Scotland and previous calls, not just from the Scottish Government but councils in the North of England and civic and business Scotland too, it is only now that the Westminster Government has agreed to plan for high speed to go beyond Manchester and Leeds. Meanwhile we continue to plan for a high-speed compatible link between Edinburgh and Glasgow that will act as a 'launch pad' for high-speed rail services to the South as well as releasing capacity on existing lines in the Central Belt.
                


                
                    Through substantial investment in the Highland Mainline and the line between Aberdeen and Inverness, along with enhanced inter-city-services delivered through the next franchise, we will ensure that high-speed rail brings benefits to all of Scotland. High-speed rail will also deliver substantially improved connectivity between Scotland and the North of England. Consistent with the Borderlands initiative, an independent Scotland could work together with northern English councils to argue the case more strongly for High-speed to go further North faster. High-speed rail will also attract air travellers from Glasgow and Edinburgh to London, freeing air slots to maintain air access to Aberdeen and Inverness, which with rail improvements will maintain and enhance the connectivity of these economically vibrant cities.
                


                
                    A reduction in Air Passenger Duty (APD) will allow Scotland's airports to be more competitive in attracting new direct air routes and will improve our international connectivity. More direct routes will also enable Scottish travellers to avoid connections via airports such as Heathrow, reducing average household costs for summer holiday flights from Scottish airports. For these reasons, it is essential that the Scottish Government has the power to make decisions on APD in the interests of Scotland.
                


                
                    Ferries are an essential part of Scotland's transport network. The quality of our ferry services impacts on us all, affecting both island and mainland communities. The Scottish Government is fully committed to delivering first class sustainable ferry services to our communities, stimulating social and economic growth across Scotland. The planned improvements to Scotland's ferry services, as set out in our recently published Ferries Plan[129] will enable our rural and remote communities to thrive, and continue to make a significant contribution to Scotland's economy. With the fully integrated transport system that independence will deliver, we can ensure the best alignment between ferries and other modes of transport.
                


                
                    One key cost to business and consumers is the cost of fuel. Currently around 58 per cent of the cost of petrol and diesel is made up of taxes: as a percentage of pump price, the UK had the highest tax component of diesel prices and the second-highest of unleaded petrol prices of the 28 EU member states in August 2013[130]. With independence, this Scottish Government will examine the benefits of a introducing a Fuel Duty Regulator mechanism to stabilise prices for business and consumers and how this could be made to work alongside our Scottish Energy Fund.
                


                
                    The Scottish Government is currently responsible for our rail and trunk road networks, major public transport projects and for the national concessionary travel schemes.
                


                
                    In addition, current devolved responsibilities include:
                


                
                    	travel information service
                    


                    	sustainable transport, road safety and accessibility
                    


                    	local roads policy
                    


                    	bus, freight and taxi policy
                    


                    	ferries, ports, harbours and canals
                    


                    	the Blue Badge Scheme (for disabled drivers)
                    

                


                
                    After independence, these services and responsibilities will continue as now.
                


                
                    Other transport functions are currently reserved to the Westminster Government, and delivered by 13 UK- or GB-wide specialist transport organisations. For a period after independence, the Scottish Government proposes that these organisations continue to provide their services in Scotland under arrangements with the Scottish Government. These arrangements, some of which will be transitional, will form part of agreements reached with Westminster.
                


                
                    The people of Scotland have contributed to the funding and development of these institutions over many years, and continued use of these institutions, for varying periods of time, following independence - with appropriate financial contributions to their administration, along with an equally appropriate say in their governance - is the sensible approach to ensuring continuity of service immediately following independence.
                


                
                    These include the Motoring Services agencies: the Driver and Vehicle Licensing Agency, Driving Standards Agency, Vehicle and Operator Standards Agency, and the Vehicle Certification Agency. These will initially continue to provide vehicle and driver licensing and testing services to the people of Scotland. However, independence will allow a Scottish parliament to determine the best way to deliver these services in the future. The Scottish Government plans to create a new, streamlined Scottish Motor Services Agency, which will bring together the functions of DVLA, DSA, VOSA, and VCA. By the end of the first term of an independent parliament, we will have completed the design and development work, with a view to the Agency going live early in the second Parliament.
                


                
                    The Maritime and Coastguard Agency and the Northern Lighthouse Board will continue to provide their services for the safety of mariners.
                


                
                    NATS is the air navigation service provider for the UK. It is a public-private partnership, and is 49 per cent owned by the Westminster Government, 42 per cent by the Airline Group (a consortium of seven airlines), five per cent by its employees and four per cent by Heathrow Airport Holdings[131]. NATS owns and operates a large facility at Prestwick. On independence, NATS will continue its services for Scotland. The Scottish Government will negotiate an appropriate share for Scotland of the Westminster Government's stake in NATS.
                


                
                    The present regulatory authorities for transport are the Office of Rail Regulation (ORR) and the Civil Aviation Authority (CAA). On independence, these bodies will continue to operate in Scotland while the options for regulation are examined further, although the combined economic regulator will cover aspects of ORR's functions[132]. The same approach will be adopted in relation to the rail passenger group, Passenger Focus. This will ensure there is no disruption to the operations and safety of either rail or air services. Similarly the accident investigation branches, covering rail, aviation and maritime, will continue their operations on independence.
                


                
                    This approach means that drivers, hauliers, airlines and their passengers, rail operators and their passengers, and mariners experience a smooth transition as powers begin to be executed by an independent Scotland or jointly with the rest of the UK, through existing institutions.
                


                
                    As a full member state of the EU, we will be increasingly active in international co-operation in transport policy and regulation, as well as in international transport bodies such as the International Civil Aviation Organisation and the International Maritime Organisation.
                

            

        

    