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Introduction 

As part of the UK, more money is spent for the benefit of people living in Scotland than is raised 

from taxes in Scotland. This is also true of the UK as a whole, but the size of the ‘fiscal gap’ is 

greater in Scotland.  

In 2019/20, the deficit within 

Scotland was around 8% of GDP, 

versus 3% UK wide.  

This gap is almost entirely attributable 

to higher spending, principally on 

public services (see chart below), 

including higher spending per person on 

health and education. Tax revenues per 

person are about the UK average in 

Scotland. 

 

 

A deficit that large would not be 

sustainable indefinitely. 

No country consistently has deficits much 

over 5%, especially not small countries. 

And were an independent Scotland to join 

the EU, its rules would require a 3% deficit 

(or a plan to get there). 

 

Fiscal Credibility 

There would be a particular need for a new country to demonstrate fiscal credibility over the 

first few years of independence due to its lack of track record. 

The September mini-budget crisis demonstrated the consequences of losing market credibility, 

even in a large, established country with a strong track record of sound economic management. 

An independent Scotland would need good institutions and credible fiscal rules to limit any “new 

country premium” it may face. 

In the long-term, economic growth could make this fiscal arithmetic easier, but higher 

growth is not inevitable. 

It is possible that an independent Scottish fiscal/economic policy could promote growth better, 

but this is likely to mean difficult decisions (e.g. allowing some industries to fail as others 

emerge). But banking on growth is not easy and it is not a sound fiscal strategy (see Kwarteng). 

In any case, gains to growth through higher productivity are likely to accrue in decades rather 

than years. 


