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Introduction

Will Scotland exit the UK?

There is a dichotomy
between the factual reality
of the components that
make up the success of
the UK and the political
spin that Westminster
and certain media outlets
put out to present a false
narrative. The result has the
very real possibility
of ending the single bond
that unites the countries
of Great Britain.

The simple facts of the matter are:
• Scotland and England are stronger combined than apart.
Just like the UK and the EU were stronger when part of the
common market.
• Scotland would be fiscally capable to be a successful
independent country, albeit there would be early challenges
to overcome.
• For some time, Westminster has deliberately underplayed
and manipulated the fiscal strength of Scotland to weaken
the case for independence.
• The Brexit outcome has shown that fiscal impact does not
outweigh emotional needs in the minds of those who vote.
Currently, the benefits of the Union are not being promoted
enough to address this emotion north of the border.
• All regions of the UK will be weakened if Scotland becomes
independent.
Whilst there is much to be lost if Scotland exits the UK, there is
also opportunity in both scenarios. An independent Scotland
would have some significant issues to overcome early on, but
Brexit and Covid-19 has already forced companies to meet
the challenges head on and those who dithered or did not
have the talent to strategise their way forward suffered at
best, died at worst. Some are yet to discover their fate, but the
companies that acted decisively benefitted from the chaos.
This Chaos 2 Clarity report separates the fact from fiction,
allowing those who can benefit from the chaos to more easily
see where opportunities might lie as we move into Indyref2.
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How did we get here

the UK than those who support Scottish Independence. If
you are a lifelong Labour or Conservative voter, you must
surely recognise the failure in these parties was to toe the
Westminster narrative in Scotland. The irony is that the
SNP was founded with a strong unionist agenda. It spoke
both to businesses and landowners who saw the benefits
in a combined market (the UK) and the working class who
wanted a better Scotland. In the early years, the Nationalist
in ‘Scottish Nationalist Party’ was not independence but
investment.

The rise in Scottish nationalism which has seen the SNP
become the UK’s 3rd largest political party is undoubtably
the driving factor behind the re-emergence of English
nationalism that led to Brexit. A growing section of English
voters aggrieved by the rise and influence of Scottish
agendas in weekly political TV coverage, and the rise of
English Votes for English Laws pointed to a disquiet felt by
some that England was being governed by people outside
of England.
How did the SNP move from fringe players to major
influencers?
For decades Scotland voted Labour and both Labour and
Conservative governments in Westminster saw Scotland
as 100% Labour. Thus, the Labour party took Scotland for
granted and the Conservatives didn’t really care what
Scotland thought or did because it had little voting support.
Labour’s mistake was to become complacent. It relied
on the fact that Scotland was a Labour, socialist leaning,
country for decades post-WW2, and they would continue
to benefit from Scotland’s patronage. In Glasgow, Labour
started acting like a mafia cartel carving up the city and
manipulating the population via organisations like Glasgow
Housing Association (for decades Europe’s largest social
landlord). By controlling social housing and investment in it,
they controlled the votes.
In fact, so comfortable were Labour in Westminster and in
Scotland that they did not care their incompetence allowed
oxygen to fuel the SNP’s popularity. By the time Labour took
the SNP seriously (largely when they started taking seats at

local elections from seasoned labour individuals)
it was too late.
Both Alex Salmond and Nicola Sturgeon were/are
accomplished orators and in a sea of incompetent,
badly educated, despite their largely Eton backgrounds,
and morally corrupt politicians. So, it was an easy choice
to listen to the SNP even if you did not support their
Independence agenda.

Today the SNP’s principal purpose is to drive a nationalistic
narrative either to force greater investment in Scotland or to
actually achieve independence. It is ironic to say the least
that Scottish Independence fuelled English Nationalism,
which culminated in Scotland’s interests being harmed
by being pulled out of the EU by English nationalists.
The Brexit vote was framed by the tabloids as England’s
independence vote (Freedom from the EU overlords) and
despite Scotland’s desire to remain part of the EU, its voice
counted for little against the weight of anti-EU sentiment in
the mass population of Southern UK.

For the first time since WW2 there was a political party
that spoke singularly to the people of Scotland about
strengthening Scotland for their benefit. The fact that their
policies were disjointed and often mirrored those of other
parties was not a barrier to the continual rise of the SNP.
The major parties, Labour, Conservatives and Liberal
Democrats, are more to blame for the perilous state of
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Recent History
The 2014 referendum on Scottish independence held the
UK together, albeit by a closer margin than many had
predicted.
The arguments and emotions fuelling both sides of the
argument were founded on fact and fiction in equal
measures. However, the rejection of Scottish independence
meant politicians thought the ‘Scottish’ matter was settled
and reverted to their old ways. Furthermore, the arrival of
Trump in the White House saw the emergence of a new
type of political narrative which found its way into the UK
system. Westminster politics sank to a new low pre and post
Brexit with Theresa May at the helm, and this period was
viewed in Scotland as the UK suffering by reason of internal
conservative machinations. A clear example was the ‘night
of the long knives’ event where Boris Johnston outed the
current Prime Minister to install himself as emperor to the
‘hard right’ in his party.
This only emboldened nationalistic views and certainly
weakened the argument that Scotland’s best interests
would be served by remaining in the UK. But the damage to
the UK was really done earlier.
In the final few weeks before the referendum, Scotland was
promised equal prominence within the Union.
‘A Union of Equals’ was the catchy slogan.
Federalism was offered by Gordon Brown in the day before
the vote and the deciding factor for many in the undecided
camp was the strong argument that, outside of the UK’s
membership of the EU, Scotland would have a difficult
journey re-joining this common market.

What followed the 2014 outcome in the eyes of those
who supported independence was a series of broken
promises. No new powers were transferred by Westminster
to Holyrood. Talk of federalism died instantly and despite
promises that Scotland would be forced out of the EU if they
became independent, Scotland was ultimately forced out
of the EU by reason of remaining in the UK.
But even worse, Westminster convinced themselves that
the SNP was no longer a concern worth their consideration.
2014 – 2021
Nationalism in Scotland became energised by every
broken promise regardless of the factual accuracy of the
grievance. Western politics began to degenerate, mirroring
Trump’s unique style of mistruth and fake news. And
suddenly, the 2016 Brexit campaign was built on a series
of blatant lies and deception. In the absence of any clarity
around the benefits of EU membership, voters, especially
poorly educated voters, only heard the negatives and the
UK’s EU membership fate was sealed.
The same process is now repeating itself with Scotland’s
place in the UK. Those who believe in the Union do little
to sell its benefits to the people of Scotland and talk of
independence problems The absence of a competent
opposition to the SNP in Scotland has only made the SNP’s
narrative the dominant one.

When the Prime Minister ‘Theresa May’ threw out such
intellectual soundbites as ‘Brexit means Brexit’ and ‘We
(the UK) hold all the negotiating power’ they lost the moral
high ground to claim the ‘Once in a Generation’ argument
against a second referendum, although this hasn’t stopped
them trying.
Westminster pandered to the politically illiterate in society.
Scots had gone through a more civilised and intellectual
political debate in the run up to the 2014 referendum and
were appalled at the low standard of what was on show.
Most politicians ‘gild the lily’, but this ‘political puffery’
became blatant untruths and outright deception designed
to appeal to a largely gullible, pre-disposed and badly
educated right wing following. If there was ever a time to
consider giving a vote to people who have the intellectual
capacity to understand what they are voting for, the Brexit
outcome supports this. But this is a debate for another day.
That such a poor Brexit negotiation was secured by
Westminster is an act of criminal incompetence by a few
high-ranking political figures within the Conservative Party
who placed their needs and wants above the best interest
of the whole of the UK.
The week the UK whimpered out of the EU, Scottish
independence 2.0 emerged.

The 2014 Independence question was promised to be a
once in a generation issue. The SNP always pushed against
this but the people in Scotland recognised it. There was no
real political impetus to think otherwise until Scotland was
pulled out of the EU.
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What now

Westminster framed the Brexit agenda as ‘decisions being made away from Westminster’
(in the EU) could not possibly be in the UK’s interests and the laughable ‘getting our laws
back’.
The total disregard for boxing themselves into a corner on the Scottish ‘issue’ now sees
Westminster present an argument that home rule in Scotland’s case is best served outside
of Scotland, and laws covering Scotland are best served by remaining in Westminster. If the
SNP could choose to implement a strategy in the Conservative party to ensure maximum
support in Scotland for independence then this would be it.
Recent factors such as the mishandling of Covid-19 PPE contracts, the clear ministerial
double standards being applied in Westminster and Holyrood, coupled with the lack of
competent political opposition to the SNP in Scotland has led to the constitutional integrity
of the UK looking closer than ever to dissolution. The Union has not been strengthened at all
since the 2014 close call; a complete failing of all political parties who believe in the Union.
Let’s consider both sides of the argument as impartially as we can.
The case for the Union
The UK is a global economic powerhouse and whilst it’s not at the centre, as London so
obviously is, Scotland is nonetheless deeply ingrained to its clear benefit in many ways.
Scotland, not England, can claim to have more greatly shaped the UK since both nations
merged. For centuries, Scotland has been an outward looking country. The foundation of
‘the enlightenment’ movement, a rise of intellectual and philosophical thinking North of the
border, saw Scotland and particularly Edinburgh, spearhead this movement across Europe
and the New Americas during the 17th and 18th centuries.
London, the dominant global city, was shackled by a class system that placed little value
on free thought outside elite society which itself was a combination of the not very well
educated who were resistant to new ideas. As London gazed at its navel the free thinking
educated class in Edinburgh began to shape the free world and Scotland for a brief period
ruled the intellectual world.
This led to an intense period of Scottish output and invention. The list of inventions delivered
in Scotland or by Scots globally is unmatched - by any barometer of global influence.
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A few of the globally impactful Scottish led inventions are :-

Dolly, the first cloned sheep

Steam Engine, Watt

Fingerprinting, Faulds

Bicycles, Macmillan

Penicillin, Fleming

Ultrasound Scanner, Donald

• Macadamised Roads, John Macadam

• Cordite, Dewer & Abel

• Sociology, Ferguson

• Saline Drip, Latta

• Tubular Steel, Fairbairn

• Telephone, Bell

• Geology, James Hutton

• Anaesthesia, Glover

• Pneumatic Tyre, Dunlop

• Television, Baird

• Electromagnetism, Maxwell

• Hypodermic Syringe, Wood

• Car Engines, Buick

• Adhesive Stamps, Chalmers

• The Decimal Point, Napier

• Insulin, Macleod

• Canal Design, Telford

• Universal Standard Time, Fleming

• General Anaesthetic, Simpson

• Screw Propellor, Wilson

• Radar, Watson-Watt

• The Pyroscope, Atometer
& Aethriscopr, Napier

• Cast Steel, Mushet

• Cash Machines, Goodfellow

• Hot Blast Oven, Neilson

• Logarithms, Napier

• Wire Rope, Newall

• Modern Economics, Adam Smith

• Incandescent Light Bulb, Lindsay
• Kelvin Temperature, Thompson
• Nobel Gasses, Ramsay

• The Xray & Radiation Therapy, Macintyre
• The Artificial Kidney, Lowe
• The Glasgow Coma Scale, Bond
• The Percussion Cap, Forsyth
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Lesser-known Scottish inventions/discoveries, the refrigerator,
the toaster, the flush toilet, the vacuum flask, hypnotism, ice
hockey, the world’s first oil refinery, the tractor beam from
Star Wars! (St Andrews University) the cure for smallpox,
tuberculosis, typhoid, that malaria was caused by mosquitos,
beta blockers, haemoglobin, Irish whiskey and Japanese
whisky industries, marmalade, the waterproof coat, the
cotton reel thread & and the electric clock.

And let’s not forget colour photography The Bank of England
& The Bank of France, Grand Theft Auto, The Pinkerton
detective agency, Forbes Magazine, the industrialisation of
Japan and, finally, 21 of the 50 signatures on the declaration
of Independence were of Scottish descent.
As Winston Churchill said, “Only the Greeks surpass the Scots
in their contribution to mankind”, which is arguable because

you could present a case to say Scotland surpasses the
Greeks. The question is, however, as influential as Scotland
was, and still is with the likes of the tractor beam and cloning
(Dolly the sheep), is because of the strength and benefits of
the union with England that Scotland and Scots around the
world were able to be so creative, inventive, and successful.
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Back to Present Day

It’s culturally shocking to say this in Scotland but Margaret
Thatcher’s action of closing heavy industry, albeit in a very
insensitive and callus way, forced Scotland to identify new
ways carry out commerce. Today, Scotland is the strongest
economic region outside of London and the South East and
it’s in a considerably better position than many other regions
in the UK.
• Scotland’s economy is intrinsically linked to the UK and the
benefits from its access to London. The Edinburgh financial
sector is stronger because of its connection to this principle
global trading city.
• The population of England are Scotland’s largest
consumers (apart from global whisky and oil sales), there
are generations of families who are spread across the UK
and to feel staunchly English or Scottish does not mean you
cannot take pride in Team GB at the Olympics.
• The UK supply chain is intrinsic to Scottish industry. Scottish
whisky could not be made in current quantities if it were not
for English (or indeed Argentinian) malt barley.
• Global companies want the influence being in the UK
brings and those who chose to locate businesses in
Scotland do so for two main reasons. Firstly, Scotland is
part of the UK market and, secondly, it offers stronger fiscal,
cultural, emotional, leisure and well-being benefits over
any other part of the UK. There is strong evidence of inward
investment coming into the UK, particularly from North
America and the Far East on the back of business leaders
simply wanting the cultural and leisure benefits that
Scotland offers. Outside the UK/London influence, this
may not be enough.
Image Source: Brand Finance Nation Brands 2020
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Economic Growth
The EU has its flaws, just as the Union does, but the UK exited
the world’s largest single marketplace which was akin to
chopping off your arms because you had sunburn. The
blissfully ignorant in England were told that foreign government
was bad! The EU was referred to only in negative terms and
thus England voted to inflict harm on itself, and Scotland by
implication, just to say they were in control of their own destiny.
The impact of Brexit and Covid on the UK has been profound.
The UK was able to ‘rustle up’ finances from the usually nonexistent ‘money tree’ in a way that Scotland would have
struggled to do. Scotland could have fought Covid but it’s
doubtful that it would have done it as efficiently as the UK. The
scale of debt that the UK has incurred because of Covid is
greater than post WW2 debt. This alone is best served by the
pooling of resources as opposed to dividing and weakening
them.

In 2018 Theresa May said “The UK is an unstoppable force”.
Politicians do like their soundbites, but this statement does
seem to be backed by evidence that clearly supports the
notion of Scotland and England combined (with a degree from
Wales and Northern Ireland) as better together - the nations
combined can punch above their collective weight.
As we said at the outset, Great Britain has done a stellar job
in decarbonising our electricity supply. But if we are really
serious about Net Zero, a lot of change needs to happen,
and fast.
The issue facing the UK is that the collective benefit of the four
nations has seen the UK prosper but the principal beneficiary
has been London and the surrounding
South East region.

The UK has an outsized economic impact. It’s the 80th biggest
country but has the 6th largest global economy.
As of March 2021:
• The UK’s GDP was 1.96 trillion.
• 31.08m were in employment.
• 1.7m were unemployed.
• 4.65m on furlough.
• The average UK Salary is £31,446 per annum.
• Growth in 2021 is forecast to be between 4%-9% GDP.
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Where Scotland has suffered in the Union
There is a strong case supporting decades of chronic
mismanagement of the UK’s wealth by successive
Westminster governments in comparison to countries like
Norway or the modern-day equivalents - Singapore, New
Zealand & Japan. UK governments have unashamedly
adopted London centric policies at the expense of all other
regions outside of London.
In the 80’s, the UK decided to develop London into a global
financial trading centre, which it successfully achieved, only
to become an albatross round successive governments’
necks because it demanded more attention when
investment decisions were made. It’s surprising to discover
that this investment in London did not produce a ‘cash cow’
that funded the exchequer. Instead, one sector paid more in
Corporation Tax into HRMC than the whole city of London and that was the North Sea oil and gas sector. Not based in
London, this whole sector has been shockingly mismanaged.
The first discovery of gas in the North Sea off the English
coast in the 60’s was implemented so ham-fistedly by
the government of the day that even now there are still
implications effecting the profitability of this sector. Labour
Prime Minister, Harold Wilson’s government, granted licenses

for large square areas laid out in a chess board pattern
to globally active oil companies to allow exploration and
extraction of hydrocarbons. However, what was not factored
into these licences were rights of way/riparian access rights
through neighbouring licenses to pipe the gas ashore. So
when one major oil company, say BP, discovered a sizable
gas pocket but the license holder adjacent and land side
did not, then BP could not pipe the gas ashore because
the neighbouring company had incurred significant cost
for no return and demanded a ‘cut’ from their neighbour’s
discovery before permission through their license area was
granted. A mistake of staggering stupidity by the Labour
government, but the lesson had been learned when oil was
discovered a few years later off the coast of Aberdeen.
The second sizable mistake was to adopt a strategy that can
best be described as a dual approach of “squeeze as much
out as quickly as we can with little thought or consideration
for this sector’s asset management” and “spend the money
today”.
Compare Norway’s and the UK’s approach to oil extraction
and you can see both a contrasting level of political
stewardship and a ‘long versus short’ game strategy.

Source: PWC report 2012, https://www.pwc.co.uk/assets/pdf/total-tax-contribution-feb2012.pdf
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The Long Game Approach

Short Game approach

• Norway discovered North Sea oil at the same time as
the UK. It created state-owned oil company ‘Statoil’ in
1972 which now employs 20,000 people and has current
revenues of circa $62bn per annum.

• Spent all the money received from oil!

• In addition, Norway launched a government-backed
Sovereign Fund known as the ‘Oil Fund’ which has grown
to own over $1 trillion in assets and includes 1.4% of all
global stocks and shares.

• Completely mismanaged this asset by treating it as a
cash cow.

by Norway

• This is the world largest sovereign fund worth $195,000 for
every citizen of Norway.
• Norway has had economic surpluses every year since
1972.
• Norway’s extraction cost of oil is $13 per barrel.
• Norway pushed through laws to drive innovation in the
oil and gas sector that forces the extraction and supply
chain companies to implement any new product that
offers cost, green or efficiency savings.

favoured by the UK government

• Did not implement a Sovereign Fund and does not have
any share ownership or pension fund that is funded in
part by oil income.

• Did not think to implement efficiencies in the production
cycle. Today there are decades old drilling platforms
totally unsuited to modern drilling methods and this,
along with high health and safety legislation led to the
UK having one of the highest extraction costs globally
for oil.
• Used oil income to fund its Nuclear Submarine
programme.
• Hid documents under the Official Secrets Act to hide,
firstly, how it spent the income and, secondly, to supress
Scottish independence it hid the true value of North Sea
oil income and capacity.

I am deliberately being facetious to make a point that the
UK treated oil income as all its Christmases coming at once.
Whilst successive governments did not invest the oil wealth
for longer term benefit, today seen as extremely incompetent,
it did spend the oil income in other ways that were beneficial
to the UK, for example, paying off WW2 debt and funding the
movement away from heavy industry such as coal mining
and ship building. Thatcher’s approach was extremely heavy
handed in Wales and Scotland, but viewed impartially it could
be seen as a necessary evil. Both sectors were under pressure
from cheap Far East labour and would have died anyway. It’s
clear that North Sea oil saved the UK from the crippling weight
of WW2 debt and allowed London to be reborn. That it also
funded the move away from heavy industry to the service
sector economy was an added extra.
The UK’s strength on the global stage today can be traced
back to the injection of tax capital that oil delivered from the
early 70’s onwards. If Scotland was independent then, you
could argue that the UK would have a completely different look
and feel today as the oil wealth would have largely remained
North of the Border. I’m a believer in access to markets and
on that basis the original premise behind the United Kingdom
300 years ago - greater strength in partnership and mutual
access to markets - still holds true today.

Could Scotland be a successful independent nation?
The answer is ‘yes’, but the question should really be
“Does Scotland need to be independent to be successful?”
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The Independence Argument

Domestic

The single principal question concerning this independence
debate is:

A Lords Select Committee commented:

“Could Scotland
be a successful
independent country?”
It needs to be considered before we address the other
questions over borders with rUK, EU membership and
currency.
Let’s address the first question.
If successful means fiscally capable of supporting its people
and having a functioning economy in which to pay for this,
then the answer is yes. But there is a warning for some of the
Scottish population who are benefit dependant. The early
years of independence would mean austerity cuts and these
people would suffer.
The London School of Economics says that “The impact of
independence on Scotland would be many times greater
than the impact of Brexit”. It’s difficult to argue against
this assumption which is based on trade friction between
Scotland & England. The issue then is this - to what level will
there be domestic and international trade friction?

“A post-independence Scottish Government and its
counterpart in the rest of the UK should try to preserve,
as far as possible, the single UK market, which brings
economic benefits to both. “
Here there is a recognition that both sides (Scotland and rUK)
would be harmed if there was friction between them. The
pound would be devalued by reason of the value of trade
specifically of whisky and oil. As there is now recognition that
the UK has been significantly weakened by Brexit, despite
the political and tabloid newspaper rhetoric, it is extremely
unlikely that rUK would inflict additional self-harm by
imposing greater barriers of trade on itself. The only reason to
do so would be spite.
International
There would be international trade issues for Scotland as it
would no longer be part of any UK trade deals with the EU,
America, and other countries. These trade deals would have
to be negotiated and would take time. Scotland could adopt
WTO rules at the outset, but this is not a good idea.
At the very least, Scottish companies who wanted to trade in
the rUK would be required to set up companies in rUK. Some
larger entities in the Financial, Medical, or Fin Tech sectors
would set up offices outside Scotland. Of course, the reverse
is also true and companies in the rUK who wanted to trade in
Scotland would be required to set up in Scotland, especially
those in the oil sector. You could envisage companies such
as Diageo and Moet Hennessey relocate out of London as
the prized brands in their portfolios are undoubtably whisky
brands. It is also possible that companies such as Aberdeen

Standard Life move South but Diageo move North. Generally,
however, it is conceivable that Scotland would initially shrink,
but could attract business if it adopted a Singapore style
‘ease of trade’ approach coupled with attractive corporate
tax rates.
The Negotiated Separation
Whilst Westminster made a ham fist of the Brexit negotiations,
they do have significantly more experience in separation
negotiations than Scotland. Therefore, you would expect that
Westminster would utilise this expertise and adopt a hard ball
approach. But Scotland does have key negotiating strengths.
Despite press rhetoric regarding internal borders at Carlisle,
the UK government published reports advising that Scottish
Independence would be so significantly harmful to England
that there would be merit in keeping a common currency and
free movement of trade.
“A single market is not simply a matter of free trade
and investment. Its cohesion can also be weakened by
divergences over currencies, regulation and taxation.
The severity of the threat to the UK single market
would depend to a large extent on the decisions of the
Governments of an independent Scotland and of the rest
of the UK. “
This Lords Select Committee statement argues for Scotland
and the UK to continue to share the pound sterling. Certainly,
taking whisky and oil commodities out would significantly
weaken the pound sterling if, for example, Scotland adopted
the Euro instead.
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The above statement covers several interesting points.
Point 161 covers the division of assets. It says that physical assets be split geographically,
namely Scotland would have no claim to any assets it had arguably part-funded that sit
outside of Scotland. This is certainly one approach but, if Scotland was denied a slice of
assets, it could realistically take the same approach on debt.

Source: https://publications.parliament.uk/pa/ld201213/ldselect/ldeconaf/152/15209.htm
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The first few negotiating points that Scotland would put
forward would be:
1) Removal of Trident
rUK has no quick solution to the relocation of Trident. Securing
planning permission alone for a base in Wales or England
would take a decade or more, such would be the local
resentment to it being located close to any conurbations. The
UK government could force a base location through under
the guise of ‘national emergency’, but this would be very
politically dangerous.
The bigger issue is that there is no obvious ‘relocation’
location that ticks all the boxes or even comes close to the
current base on the Clyde. Scotland would demand instant
removal of Trident on the day it left the UK, leaving the
MOD with a very serious challenge. However, the Scottish
government would either offer to rent the current base back
to rUK for a considerable annual fee or simply argue that
a proportion of debt attributed to Scotland be waived. The
point here is Scotland would have leverage. Westminster
could move Trident to East Coast USA, but there would be
a cost implication, it would conflict with NATO and make a
mockery of the British Navy.

2) Access to water!
This seems absurd but England has a serious water issue
due to its overpopulation. Estimates show that England will
have to import fresh water in 25 years. Sir James Bevan,
Chief Executive of the Environmental agency, said “England
is staring into the jaws of death where the population of
England surpasses its basic natural resources.”
Boris Johnson has developed a £14 billion solution (called
the Natural Grid) to pipe Scottish fresh water down the East
Coast to the South of the UK, although and Covid costs have
seen this idea shelved for now.
The UN has stated:
“Countries and regions need to urgently tackle the
critical problems created by water stress. Water has
to be treated as a scarce resource”
“In 2014 700m people around the globe suffer from
water scarcity. By 2025 it will be 1.8 billion”.
“Water scarcity will be the principle driving factors
of conflict and wars in the next 100 years.”
Scarcity of water is not an issue Scotland faces. Loch Ness
has more fresh water than all the lakes and rivers in England
combined. Whilst you would expect Westminster to adopt
a hard negotiating position, any failure to bring this aspect
into the mix would prove costly in the medium term for rUK as
it plays to Scotland’s strength. Additionally, if Westminster’s
negotiating stance went beyond ‘reasonable’ then access to
water would become a stress point.

3) Access to North Sea oil / West of Shetland oil and
Carbon Capture potential
The debate about the demise of North Sea oil is much
overstated. When you consider oil as a combustible fuel, then
the writing is on the wall, but even this will still be decades
away such is the complexity of global infrastructure change
to install electric charging or indeed hydrogen/diesel mixes.
The tax income from oil, whilst reducing, is still significant.
If you look at oil as the building block of 99% of everything we
consume, then the future of oil is safe until another chemical
as beneficial is discovered. MIT estimate that oil will be
consumed by mankind for the next 300 years as the products
it feeds into have no alternative, namely: - pharmaceuticals,
preservatives, medical devices, or aviation fuel.
The carbon capture revolution is just beginning and the
principal oil and gas companies that are not turning
attention to it are seeing their share prices hammered, thus
forcing an industry wide change. Industry leaders such as
Baker Hughes, have instigated significant internal change to
allow the development of carbon capture technology and,
once this is market ready, this sector will become significant.
Outside of Scotland only the North East of England has a
small proportion of gas and oil fields in which to develop into
carbon capture but Scotland is the largest oil producer in
Europe and therefore, by default, has the largest capacity for
reverse engineering oil fields.
The interesting conundrum for the industry is what is lying
West of Shetland. Estimated to be 3-4 times the size of the
North Sea this could be another cash cow for the UK or an
independent Scotland. There are complexities to this area as
it is a significantly deeper and more hostile environment than
the North Sea, but the technology has been developed to
make it commercially viable.
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4) Splitting of assets
Scotland has paid taxes and has played an important part
in building the UK into what it is today. The division of debt is
easy as this will be split by whatever measure both parties
agree; population, tax input, and geography.
Assets are much harder as Scotland cannot be physically
gifted a percentage of public assets such as Buckingham
or Westminster Palace. Also, to value the MOD and split this
would be virtually impossible - so a contentious valuation
exercise would follow.
Then there is the question of the brand equity of the UK
which is globally recognised and therefore has a notional
value. This may seem facetious but how does one country
extract itself from another that it joined in partnership post
medieval times, and helped build into what it is today.
Scotland may only have 8.6% of the UK’s population but it
has contributed significantly more than this to the UK. The
reality will quickly become apparent that splitting Scotland
from rUK is impossible without close ties remaining in
whatever relationship this takes shape.
In conclusion, rUK cannot force a poor deal on Scotland as it
needs what Scotland has. And Scotland cannot walk away
from a bad deal as it would lose too much of what it helped
to create. The common goal would be to split in ‘name only’
but keep vested interests!
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Scotland’s Wealth

The UK is a wealthy country by comparison to other nations around the
world. Whilst you will find examples of poverty and depravation in most
parts of the UK and Scotland, the uncomfortable truth is that large parts of
the British/Scottish population have become dependent on benefits.
Yes, there is underinvestment in areas and cities that causes low levels of
employment, but the UK has a cultural issue insofar as it does not have
a particularly mobile workforce (mobile as in move to where jobs exist)
and people have become benefit addicted. There is unemployment in the
UK, yet farmers can’t find fruit & veg pickers and the hospitality sector are
struggling to employ staff, a clear example of British entitlement and a flaw
in the benefits system.
Politicians know that cutting benefits kills their re-election hopes so it’s
never addressed. A lack of actual budget in an independent Scotland
to fund benefits would mean this issue cannot be avoided. Benefits cut
for people who are work shy or chronically unemployable would cause
significant impact. The priority of benefits would move to the sick and
those who are retraining or actively seeking employment, but you simply
cannot ‘cast out’ a section of society even if they have abused the cover
this society has given them.
Is the Scottish workforce robust enough to support itself?
Official Labour statistics show that:
• the population of Scotland is 5.4m (66.7m in the UK)
• the working age population in Scotland (aged 16-64) is 3.49m = 65%
(41m in UK) 62%
• 2.78m are economically active with 2.66m in employment.
• 119,000 are unemployed with 764,000 economically inactive (retired).

Source: ONS, www.ons.gov.uk
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23% of Scotland’s workforce (625,000) are employed in health, social work and education,
which is important because this group do not generate business tax income and requires
funding to sustain.
The question then turns to: - are there enough businesses in Scotland to employ the social
workforce and provide the benefits for those less fortunate?
The answer to this seems to suggest yes, but Scotland would need a robust business sector
and the rhetoric of the SNP is not business friendly. There has been no evidence that the SNP
really understand how to generate income from Scotland. They talk of ‘fairness’ and ‘equality’
but to deliver this they need a robust economy paying significant taxes. ‘Wealth creation’
has become an uncomfortable phrase in Scottish politics and those who become business
owners and employers are viewed as resources to be taxed more heavily.

Scottish Economy
Scotland’s economy is diverse and well educated. It has an abundance of universities and is
sparsely populated across its main business areas (the central belt of Glasgow & Edinburgh)
which is a huge asset in attracting and incubating businesses.
Westminster has been concerned for decades that Scotland could break away from the UK.
So it took steps to make this as difficult as possible by hiding Scotland’s wealth under the
Official Secrets Act and, through political design, they installed a high level of employment
(23%) in the public service into the Scottish economy.

When Adam Smith, the great Scottish economist, wrote ‘Wealth of Nations’ he said:
“It is not from the benevolence of the butcher, the brewer, or the baker that we expect
our dinner, but from their regard to their own interest. All money is a matter of belief.
The real tragedy of the poor is the poverty of their aspirations.”
Scotland is a paradox. It is a country that has shaped the world and has a strong
entrepreneurial spirit, but all the political talk is of levelling up the field in favour of those less
fortunate. The focus should be firmly on wealth creators and employment generators. There
should be tax incentives for those who create employment. Progressive taxation should not
increase as people become wealthier but decrease as this encourages more wealth!
Scotland could be a new Singapore type business incubator country, but this requires
political balls. Would Scotland ‘s new independent parliament have such courage!
Whilst making up 8.6% of the UK population Scotland has:90% of the UK’s fresh water
32% of the UK landmass
62% of the UK’s Offshore Maritime area
25% of Europe’s offshore wind energy
32% of UK’s F&D tax income
98% of UK O&G tax income
Source: Financial Times Online – 2 April 2021
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Figures suggest that Scotland receives more that it pays
in taxes and those who support the Union use this point to
undermine the Independence argument. But the situation is
a mess of statistics and numbers designed to paint a certain
picture.

Taxes generated in Scotland are, for example, those raised
on Scottish whisky! You would be hard pressed to argue
that this product is not 100% Scottish, yet as far as the HRMC
are concerned, the Duty and Corporation Tax are English
by virtue of the companies who own the distilleries having
headquarters in London where the accounts are filed.
Even Scottish owned and headquartered whisky companies
who file their accounts in Scotland can have all the duty
allocated in England when the liquid is transported to bottling
facilities in England where it finally moves out of ‘bond’ and
the duty is paid as part of the bottling contract. The same
situation applies to most supermarkets, retail high street,
hotel chains, petrol filling stations and major corporates such
as Amazon, Asda, PC World or BP. They all file their accounts
in London and, as such, all taxes are paid and allocated
to London despite a proportion, or all in the case of oil and
whisky, being generated in Scotland.
To say that Scotland receives more (£1968 per person) than it
puts into the UK economy is partly correct if you only consider
taxes collected in Scotland. If Scotland was a separate
state, then every company that traded in that state would
be required to register there and pay taxes for the business
they conducted. It’s impossible to accurately estimate the
extra taxes that should be allocated to Scotland such is the
intertwined nature of the United Kingdom but the fact that
this would be in the billions is interesting.

There has been a poor understanding and reporting of
Scotland’s true economic wealth by most commentators
and journalists including the Scottish government’s own GERS
numbers. There is a distinct difference between ‘taxes raised’
in Scotland (which are used to calculate budget deficits) and
‘taxes generated’ in Scotland.

The other flaw with the ‘Scotland gets more per head’
argument is that the sheer weight of population in London
and the South East causes significant economies of scale.
Simply put, a 10 mile stretch of road that serves 50,000
people will cost less per head than a 10 mile stretch of road
that serves 3500 people and this is the same population
factor that exists between England and Scotland. Every
region outside of London receives more spend per head
because of economies of scale.
“Scotland “pays its fair share” and that “these
myths” are simply perpetuated by those that oppose
independence”. And that “Scotland’s oil wealth had
been squandered by Westminster rather than invested,
while being underplayed (in value terms) by the UK
government to subdue calls for Scottish independence”.
Dennis Healey, former Chancellor of the Exchequer
The final flaw in the deficit argument is that when the UK
government complies its annual spend and allocates it
between England, Wales, Northern Ireland and Scotland,
it deliberately ‘loads’ non-Scottish spend into Scotland’s
budget to manipulate the figures. That Scotland is allocated
a proportion of HS2, and London infrastructure upgrades is a
not too subtle attempt by Westminster to paint a deliberate
political picture depicting that Scotland cannot afford to be
independent. At the same, it allocates oil income at the level
of the Scotland population (only 8.6%) when compared to
the UK which also suggests that 93% of oil income is English,
a completely absurd notion!
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Scottish tax receipt is not
the same as Scottish tax
income.
Much quoted headlines:
Scotland receives more from Westminster than it puts in!
£1200 per head (approximately).

The North Sea oil sector is dead.
What currency will Scotland adopt?
Scotland won’t get into the EU
for some time if at all.

These seem to be the biggest challenges that detractors of
Scottish independence quote, so let’s address each one.
Scotland does indeed receive more from Westminster per
head of population but so does every region outside of the
South East of England. This is due solely to the economies of
scale gained in such condensed population in London and
surrounding areas which allow for greater discounting of
costs (per head), predominantly on infrastructure spend.
Scotland has a population of 6m (8.6% of UK population) but
spread over a land mass of 78,000 square kilometres (60%
of UK land mass). London has a population of 9m covering a
land area of 1572 square kilometres.

Should Scotland be an
independent country?

No! Scotland should remain part of the UK. But the UK should
not have left the EU! The benefits to Scotland of being part of
the UK are too many, provided that Scotland’s economic and
cultural strengths are not being hindered to the benefit of
other parts of the UK.
Respect
The lack of respect exhibited in Westminster at how Scotland
contributes to the character and financial success of the
UK is driving emotional reasoning above fiscal reasoning.
There are benefits of Scotland remaining in the UK and these
benefits are greater than Scotland being independent with
one exception: - respect.
You don’t marry someone just because they have more
than you, you marry because of love and respect. The same
can be said of consultant/client relationships and indeed
employer/employee relationships. When relationships break
down it is because one of these two factors become lost.
Firstly, let’s address ‘could Scotland be a successful
independent country’ and what relationship would it have
with rUK?
I always answer yes to this question. Why wouldn’t Scotland
be successful! Scotland has the infrastructure, educational
system and skill sets to thrive. The Scottish economy is
diverse and has globally admired crown jewels that every
developed nation would love to have. There is space for
economic expansion and with a quality of life comparable
if not superior to many developed countries, the decision
makers (company owners) often cite this aspect alone is to
why they locate in Scotland as opposed to South East England.

Prediction
Robert Louis Stevenson wrote
“I travel not to go anywhere but to go.
I travel for travel’s sake.
The great affair is to move!“
Whilst tumultuous, Brexit & Covid-19 did create opportunity
for those companies and businesses who positioned
themselves to benefit from it. Every economic crash the
UK has suffered had the effect of stress testing weak and
vulnerable businesses as well as exposing flaws in business
models and creating space for other companies to move
into.
Scotland looks to be embracing the opportunity for the
journey of independence over the reality of the impact and
opportunity. Whilst not a foregone conclusion, independence
does look unstoppable now. There is no doubt Scotland
would be a successful independent country, but the measure
of this success should be judged by the interim process
leading to success. This would be brutal for some people in
Scotland, resulting in negative fiscal, employment and social
fallout in the early years.
Scotland today has arguably the strongest economic
potential in the UK by virtue of the capacity it has to
accommodate employment migration. Compared to
densely populated conurbations like London, Manchester
or Birmingham, Scotland’s central belt with a combined
population of 1.8m is positively empty yet economically
active and diverse.
The solution to the UK’s structural debate surely lies in
federalism but, as this was offered after the 2014 election and
then reneged on, politicians are making this harder than it
needs to be. The next few years will be fascinating and will
shape the UK for the next few hundred!
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Opportunity regardless
of outcome

One thing that’s certain is that change brings opportunity
and talk of change is no different.
As the whole of the UK deals with the effects of Covid and
Brexit there is significant opportunity presenting itself
now. Regardless of the outcome, concern over Scottish
Independence will add to this. Irrespective of business sector
and whether you produce products or intellectual services
(consultancy), history has shown that periods of economic
shock lead to periods of opportunity.
All economies are cyclical. We can hope for periods of
stability to allow for risk free planning but in the period before
this lies the space for the greatest opportunity. The important
point is to understand that “success is built on the back of
others failure to act” and you need to decide if your inaction
now will be the catalyst to your competitors’ future growth.
Today in June 2021, you must position yourself in such a
way that you can identify the opportunities, and the first
step to understanding what customers (existing and new
ones) want is to understand what they need and value.
Any competent strategy or strategic advice you seek will
address Customer Value Proposition (CVP). But CVP is poorly
understood and implemented, so what exactly is it?
When a customer looks at your price over your benefits
then you have failed to explain your value proposition.
Marketing puffery is what the majority of ‘light touch’
companies who profess to be experts but who pay lip service
to strategy produce.

Customers are smart. They quickly dismiss claims of
benefits without backup, and no amount of brand design,
digital content or PR coverage, no matter how well they are
articulated, will give you the success you need when you
have not been strategic in your targeting of that customers’
needs and values.
When you realise that it is exceptionally difficult to find
examples of CVP’s that resonate with customers, you will
understand why there are few experts in this area. What
Genoa Black see are companies that want to do ‘a bit of
marketing’ to address CVP without understanding what
this is or how it will benefit them. They engage companies,
mostly marketing agencies that also do not understand
CVP, and they commission work. This work may be very
good, delivered by competent marketing companies be that
digital, branding, PR, or advertising for any one of the 100+
marketing channels. But in the absence of a strategy and
particularly a CVP guiding the output, what is delivered back
to clients is work that says essentially the same thing as their
competitors but is visually and/or word crafted differently.
Quite simply, the distinction your product or service has over
your competitors has been ignored and overshadowed by
creative license.
Marketing is utter nonsense unless it’s guided by purpose,
and that purpose derives from robust research informing
the strategy. Most company output (delivered via marketing
companies) simply lists the benefits they believe your
product may deliver to target customers and no amount of
spend or creativity void of a CVP guiding you will give you the
result you seek.
In B2B customer managers who are held accountable for
overheads simply do not have the luxury to believe supplier
assertions.
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So how do you develop a CVP

CVP is a process in answering the basic questions:

Your product may have many technical, economic, service,
social, and/or environmental benefits that delivers value to
customers— but in all probability, so do your competitors.
You therefore need to research “How do your value elements
compare with those of the next best alternative?” When
researching sort value elements into three types:

• Do you really know your product?

• Points of parity are elements with essentially the same
performance or functionality as those of the next best
alternative.
• Points of difference are elements that make your offering
either superior or inferior to the next best alternative. This
will help to identify obvious improvement areas, without
getting sucked into a price war.

• Do you really know your customers and their needs?
• Do you really know your market?
• Do you really know your competitors?
Then you can begin to look at new markets and new
opportunities which will present themselves from the
research done especially when your direct competitors’
weaknesses are discovered or where you will discover
there is less competitor activity in a certain product line or
geographic area.
Research is the key, and you have the capability to do this.

• Points of contention are elements about which you and
your customers disagree regarding how the performance
or functionality of your product or service compares with
those of the next best alternative. You need impartial
feedback but it’s unlikely you will get it.
At Genoa Black we secure feedback that we do not divulge
to our clients, this is the only way to obtain useful customer
feedback. The common mistake businesses make is that
they regard a value element as a point of difference in its
favour, while your customer regards that element as a point
of parity with the next best alternative. Or you regard a value
element as a point of parity while your customer regards it as
a point of difference in favour of the next best alternative. This
divergence will lead you into a position of false security and
therefore wasted spend on unsuccessful promotion activity.

Source: Financial Times Online – 2 April 2021
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Why do we produce this document?

In the ‘Chaos to Clarity’ Series:

In April 2020 as Covid began to impact the UK economy, Genoa Black published the first of our ‘Chaos to Clarity’ reports to
understand the implications of what was unfolding.

April 2020:

Economic and commercial impact
of Covid-19

Initially intended for internal use only, this series of reports was written to allow the team within Genoa Black to understand
the developing ramifications that an economic shutdown would have on our clients and their industry sectors. The
financial crash and, latterly, the oil price crash has taught us that businesses need to act promptly to minimise the
negative impact and identify opportunities.

April 2020:

Energy: Minimising commercial
impact and realising opportunities

We decided to make this first report openly available and it had several outcomes.
1) Our clients needed something that would cut through the ‘white noise’ of differing opinion and give them, not the
solutions, but the confidence and route map to make decisive actions.
2) By not sitting on the fence, we offered our considered opinions on what needed to be done quickly.
3) Our strategic capability from having delivered over 750 strategies, across multiple business sectors, products and
services for a globally diverse client base has given us the understanding of what our client base needs in periods of
economic uncertainty as well as economic growth. The impact our first few C2C publications had on both clients and
non-client SMEs has, we have now been informed, at best saved companies and at least minimised the financial impact.

in a volatile market
May 2020:

Life Science: the impact of Covid-19
on life science sector

May 2020:

Key considerations and strategic
questions for the future of the drinks sector

July 2020:

E-commerce: building trust
in a complex sales landscape

August 2020:

Marketing: Making it meaningful
– standing for a purpose

4) It changed Genoa Black. Arguably on the back of our C2C series Genoa Black recorded its strongest ever Q2 financial
performance. Since Covid-19 began shutting down economies, we picked up an additional 11 new clients with only one
existing client pausing all spend. Of these new clients three were international and four we had never met. We realised
that we were not the company we were pre-pandemic and the way to conduct business had changed overnight.

October 2020: Crisis to Cognisance: The impact
of a Brexit and Covid-19 combination

This publication is not the answer to what will happen and the reason it is not the answer is that economics is the fiscal
prediction of chaos, when chaos was stable and predictable! The last six months has been the economic equivalent of
turning gold into lead in so far as nobody considered it because it wasn’t worth considering. But here we are nonetheless.

February 2021: Economic & Commercial Impact of Brexit

If you haven’t read the first C2C (Economic Impact of Covid-19, April 2020) there are aspect of it that are as pertinent
today as they were in March 2020 and I suggest you do so.
What’s instore for your business and its market depends on what sector you’re in. The impact and opportunities that arise
can be obvious and invisible in equal measure.

January 2021: Global Energy Market Outlook 2021-2035

April 2021:

Getting to Net Zero: How to decarbonise
our transport and homes

June 2021:

Scotland: EU or UK. Is this the end of the UK.

This publication is our unapologetic opinion. If it provokes you to think and even disagree with its content, then it has
served its purpose.

Private and confidential © Genoa Black Ventures LLP

strategy

This is part of a series of reports as we look
to prepare for the new reality that faces us.
We hope you have found this useful,
please contact us with any questions
or to receive further reports.

Alan Kinloch, Founding Partner,
Genoa Black Ventures LLP
alan@genoablack.com

Genoa Black is the UK’s highest
rated B2B Strategy Consultancy:
For B2B research in the UK
For B2B strategy in the UK
For B2C research in Scotland
For B2C strategy in Scotland

