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LEWIS: Hello. Today we devote Money Box to one question: what would be the 

effect on the finances of everyone in the UK if Scotland votes Yes to the question: 

should Scotland be an independent country on September 18
th

? It has the potential to 

affect all of us wherever live. Two of our major banks and several insurance 

companies have headquarters in Scotland and unpicking 300 years of financial 

integration will be difficult. Is your pension held one side of the border but you live 

on the other? Are your savings in one country but your tax due in another? And where 

did you pay your national insurance contributions to earn a state pension? All those 

things could affect your money if the people of Scotland vote Yes. Even if they vote 

No, more devolution on some tax matters at least will happen. So today we’re using 

questions from Money Box listeners to tease out answers from the two sides, 

represented by Stewart Hosie MP, the Treasury Spokesman for the Scottish National 

Party, and the UK Treasury Minister Danny Alexander. Let’s start with the safety of 

savings. We had this question from Dennis in Dunbartonshire. 

DENNIS: My concern is basically the financial compensation arrangements in an 

independent Scotland. So if, for example, I had an account with a London based bank 

which became insolvent, who would pay the compensation? Would it be the Scottish 

Government because I live here or would they say it was up to the UK Government 

because the bank was registered in England? 

LEWIS: I asked the SNP’s Stewart Hosie what compensation would be offered by an 

independent Scotland? 
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HOSIE: Yes, it would be exactly the same. We’re committed to have exactly the 

same deposit protection scheme – 100,000 euros (£85,000). That’s common across 

Europe now. Absolutely we’ll have that same level in place. 

LEWIS: And in Dennis’s case, he lives in Dunbartonshire. But if his savings are in a 

financial institution in London, who’d compensate him if something did go wrong? 

HOSIE: Compensation tends to be paid from the country where the bank is 

headquartered; and we’ve seen compensation paid out that way in the last crisis, so 

that’s likely to be the case. But what we also saw in the last crisis – and I think this is 

important – is support from the US for UK banks; support in the UK for Irish banks; 

support in Europe, multinational support for individual institutions. So it would 

depend on the circumstances. 

LEWIS: Yes, but schemes are as strong as the Government promising it, aren’t they? 

And I mean Iceland had a scheme but it was the UK Government which stepped in to 

guarantee British savings. Could a Scottish Government really stand behind a major 

bank failure? 

HOSIE: Oh absolutely, but I think Dennis’s question and indeed your question is 

predicated on failure. And the one thing that we forget: over the last 5 years, we now 

have much larger capital ratios, we now have much stronger leveraging rules; we’ve 

got the PRA and the FPC looking at the micro and the macroprudential safety of the 

entire banking system. So the kind of failure we’re talking about is now predicated on 

all of that collapsing and of course ring-fencing failing as well, which would be 

stretching it somewhat.       

LEWIS: Yes, but we have those institutions now in the UK under the Bank of 

England. 

HOSIE: Yeah. 

LEWIS: What institutions would you have to do that examination of the economy to 

make sure things didn’t fail? 

HOSIE: Well we have said that in terms of the business specific, the microprudential 
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and the macroprudential systemic risk, we would want to have exactly the same PRA 

FPC model that we currently have. 

LEWIS: The Prudential Regulation Authority and the Financial Policy Committee? 

HOSIE: Absolutely. And Prudential regulation, we believe, should be consistent 

across the whole of the sterling zone in a shared currency union. 

LEWIS: But hang on, that’s what you envisage … 

HOSIE: Yeah. 

LEWIS: … but the UK Government has said it wouldn’t let you have a shared 

currency. 

HOSIE: Well the UK Government and the No campaign are going to say a great 

many things before the 18
th

 September. But as we’ve argued many times – and I do 

think this is important – what they’re saying on currency is completely irrational. I 

mean if one considers, for example, that on independence Scotland will have 100 

billion of exports in year one, to not have those Scottish exports receipted in sterling – 

which is what George Osborne is suggesting – would just shred sterling in balance of 

trade terms. Likewise, the rest of the UK – mainly England – sells around 60 billion 

of goods into Scotland. Scotland would be the rest of the UK’s second largest export 

market anywhere in the world outside the United States. George Osborne’s plan, the 

No campaign plan, would put transaction costs on 60 billion pounds worth of trade 

south to north, and we estimate that could destroy up to 700,000 jobs down south. 

No-one wants to do that. That’s why this is all bluff and bluster in the run-up to the 

referendum. 

LEWIS: So you’re saying that this is not going to happen; that if there is a Yes vote 

and Scotland does vote for independence, the things that are being said currently by 

the UK Government would simply not happen? 

HOSIE: I’m absolutely convinced that’s the case. The best option currency wise for 

Scotland and the rest of the UK is first to continue to share our own currency: sterling. 
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LEWIS: And how did Treasury Minister Danny Alexander envisage compensation 

on savings if Scotland became independent? 

ALEXANDER: Well under EU law every country is required to have its own 

Financial Services Compensation Scheme, and so the current Financial Services 

Compensation Scheme which applies to the whole of the UK would no longer cover 

financial firms based in Scotland. Clearly with the size of banks in Scotland and the 

number of accounts they have, this could be quite a test for an independent Scottish 

state were there to be problems, but the simple answer to the question is there would 

have to be a Scottish Financial Services Compensation Scheme established by an 

independent Scotland. 

LEWIS: But when the Iceland Bank Landsbanki collapsed, it was actually the UK 

Government which stood behind savers’ savings. Presumably it would do that if UK 

savers had money in a Scots bank? 

ALEXANDER: I don’t remember the exact legal details of that case, but I think in 

that case you had a situation where the bank had a subsidiary that was based in the 

UK and, therefore, was subject to UK financial regulations. So it does depend a bit on 

the structure and domicile arrangements of the bank. Clearly some financial 

institutions have started to talk about the possibility that they might seek to move their 

headquarters, move their functions to the rest of the UK in the event of independence, 

but of course those are all things that would unfold over a period of time when 

negotiations were taking place. 

LEWIS: There was a UBS report on Thursday this week that uncertainty about the 

kind of things we’ve been discussing as the vote on independence approaches is going 

to start a run on Scottish banks – people in the rest of the UK taking their money out, 

repatriating it to the rest of the UK. Is that a danger you foresee? 

ALEXANDER: Well I think that there would be plenty of time after a Yes vote if 

there were to be a Yes vote - obviously I passionately believe that the UK should stay 

together - there would be a period of negotiation which under Alex Salmond’s 

timetable would take 18 months. So there’ll be plenty of time for all those issues to be 
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resolved, so I think that people wouldn’t need to react in a hasty way because until the 

negotiations have been completed and as it were independence has actually taken 

place people would still continue to be protected under the current UK rules. 

LEWIS: Sure, but after that do you think there would be a danger of people taking 

their money out of Scottish banks? 

ALEXANDER: Well everyone would have to make their own decisions, but of 

course I’m sure that an independent Scottish Government would want to offer 

appropriate protection so that that didn’t happen. 

LEWIS: Well the next question that many listeners have raised is about ISAs – 

NISAs as they now are - both the tax relief and the currency they’ll be in. Here’s 

Howard from Harrogate. 

HOWARD: We’ve got the Inland Revenue that give you these tax allowances. Is that 

going to be the case if it’s in a Scottish domicile or are you going to have to transfer it 

back to the UK? If so, are there going to be any problems in terms of taxation? If 

there’s a change in currency, is that going to be another issue? 

LEWIS: So did the SNP’s Stewart Hosie promise that a future Scottish Government 

would have tax free savings like ISAs? 

HOSIE: Very much so. We are extremely committed to savings. Indeed we’ve 

watched over many years as the savings ratio dipped very, very low indeed, so we 

want to maintain the incentives to save; we think that’s the right thing to do. Indeed if 

you go back a couple of years, the SNP actually spoke out against the abolition of the 

Child Trust Fund –a savings plan with a 71% voluntary take-up rate - so we very 

much support savings and we’ve no plans at all to diminish the tax allowances on 

savings. 

LEWIS: So you would mirror the system in the rest of the UK, but your savings in 

your country would be free of Scottish income tax? 

HOSIE: That’s correct.  
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LEWIS: Would existing ISAs owned by people in Scotland have to be repatriated to 

Scottish financial institutions? 

HOSIE: No, I don’t think that they would. 

LEWIS: But they’d be in a foreign country if they were left in London, wouldn’t 

they? 

HOSIE: Any tax assistance in terms of the savings would obviously have to come 

from Scotland because that’s where they pay their tax, but no they wouldn’t have to 

be repatriated in the way you’ve described. 

LEWIS: But it is impossible to have an ISA at the moment in a foreign country. You 

can’t have an ISA if you live in a foreign country or indeed you can’t have an ISA in, 

I don’t know, France or Germany if they have similar things. Why should it be 

different? 

HOSIE: I think because we’re working across as I say a single currency framework, 

we don’t think that should pose any particular difficulty at all. 

LEWIS: So you think from the point of the view of the public, it would be exactly the 

same? It would simply be an ISA but a Scottish ISA and they could leave their money 

in either of the two jurisdictions? 

HOSIE: Indeed. There’s first the tax allowance you get on saving. That’s got to be 

provided from where you pay your tax. And then there’s the issue of the tax you 

receive on the income thereafter and that would be the prevailing rates. 

LEWIS: And how did Treasury Minister Danny Alexander think ISAs would work if 

Scotland became independent? 

ALEXANDER: ISA arrangements are tax advantage savings products for UK 

residents, so clearly the ISA system as it is at the moment is one that would apply to 

people who were living in the rest of the UK. The SNP have said that they would 

want to establish their own structure for that in an independent Scotland. That doesn’t 

mean people’s previous savings, things that they’d built up wouldn’t be honoured in 
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the appropriate way, but I think it’s important for people to understand that that of 

course is related to what could an independent Scotland afford to put in place in terms 

of tax advantages and so on. And I think one of the big worries for people about 

independence is that the financial position of an independent Scotland would be 

significantly worse than the rest of the UK with a larger deficit, declining revenues 

from oil and so on, and so I think that people should be pretty sceptical about claims 

made by SNP politicians about being able to pay more on pensions or offer tax rates 

here, there or everywhere. 

LEWIS: Is it really going to have a larger deficit and a larger debt than the UK? 

Surely the predictions are it might have a lower one? 

ALEXANDER: All of the independent predictions from people like the Institute for 

Fiscal Studies, the National Institute for Economic and Social Research and many 

other academics who’ve looked at this bear out the argument that the starting deficit 

for an independent Scotland is likely to be larger. 

LEWIS: Howard also asked about currency. What’s your view about the currency a 

Scottish Government would use?  

ALEXANDER: Well my view is that the idea of a currency union, that that is simply 

not workable. It would I think not be a good thing for Scotland because we wouldn’t 

be able to set our own interest rates or have an exchange rate we could adjust for 

example when the oil price (which we’d be very dependent on) changed. And for the 

rest of the UK, it would expose them to problems that were caused in an independent 

Scotland. So I don’t think there’s going to be a currency union. 

LEWIS: Well before we move on from that, what about the Isle of Man, Jersey and 

Guernsey? They all use the pound. They’re part in a sense of a currency union. 

What’s the difference? 

ALEXANDER: Well there’s a huge difference in scale. There’s a difference in terms 

of the technicalities of those arrangements because Scotland isn’t talking about 

remaining within the United Kingdom family. That’s not what the SNP are proposing. 
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LEWIS: But the Isle of Man, Jersey and Guernsey aren’t in the United Kingdom. 

ALEXANDER: Well, they … 

LEWIS: They’re in the British Isles. They’re not in the United Kingdom. 

ALEXANDER: But they’re crown dependencies of the United Kingdom. The SNP 

are not proposing that Scotland should become a crown dependency - at least not on 

their most recent iteration of their ideas on currencies. That’s an interesting one. We’ll 

see if maybe Stewart Hosie will put that forward when you interview him. And so 

you’re talking about a very unbalanced arrangement and that’s why myself and 

George Osborne for the Conservatives and Ed Balls for the Labour Party, we’ve all 

said for the rest of the UK a currency union is not going to work. And for me as a 

Scot, I think it wouldn’t work for Scotland either. 

LEWIS: Well the issue we got most questions about was pensions and they’re 

summed up pretty much by Daniel who lives in North London. 

DANIEL: I have two pensions – one with Aegon and one with Scottish Widows. 

They’re both in Edinburgh. My mother and myself also have investment bonds which 

follow stock markets and we’re invested in Aviva and they are in Glasgow. I would 

like to know what this would mean for my pensions and investments in companies 

that are located north of the border? Should I be moving the monies beforehand or 

should I simply sit and wait it out? Will this cost more money as a client of these 

companies in a foreign country? 

LEWIS: I asked Danny Alexander what should people with cross-border pensions 

do? 

ALEXANDER: Well the first thing to say is there’s absolutely no reason for anyone 

to do anything preemptive because, as with a lot of these issues that we’re discussing, 

there will have to be detailed negotiations after a Yes vote and Scotland wouldn’t 

become independent until those negotiations were complete. The question about what 

action should be taken, I don’t think there’s any need for anybody to do anything 

hasty in advance of a referendum or indeed in advance of those negotiations being 
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complete. I think there are significant issues about independence for Scottish financial 

services firms and those have been spelt out by some of the representative bodies for 

financial services companies located in Scotland – principally that you’d end up in a 

situation where you’re regulated in one country but actually maybe 80% or 90% of 

your customers are in another country; and that potentially creates costs and 

difficulties, having to deal with separate systems of regulation. And one of the issues 

for some pension schemes is that if Scotland becomes independent and you have what 

is currently a scheme in one country becoming a cross-border scheme, there is the 

potential that the liabilities would have to be crystallised so that both schemes were 

properly funded in their new state. That’s clearly an issue that would affect quite a lot 

of pension schemes. 

LEWIS: But again something to be negotiated – maybe not with a UK Government 

or rest of the UK Government, but with an EU Government – EU Parliament and the 

European Commission? 

ALEXANDER: The EU rules are absolutely clear on this and the European 

Commission did recently look at this and decided not to change the rules; to say that 

cross-border schemes would have to be properly funded in each place to protect 

people from some of the risks that your caller was asking about. 

LEWIS: Let’s move onto state pensions. We had an email from Susannah. Her 

mother’s Scottish. She used to live in Ayrshire, now she lives in Portugal. She wants 

to know who will pay her pension. Will it be a new Scottish Government if there is 

one or will it be the UK Government as is paying it now? 

ALEXANDER: I don’t have the answer to the question about who will be 

responsible for paying pensions to people living in Portugal. I think what that question 

illustrates though is the depth and complexity of the relationships that exist between 

Scotland and the rest of the UK that have built up over 300 years. Deep connections 

in many, many areas – a disentangling of which is an extraordinarily difficult, 

complicated, risky and uncertain business. And that’s a route that I just don’t think we 

should embark on because the strength and shared resources of the UK are something 

which is enormously valuable to Scotland and to the rest of the UK. We’re a family of 
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nations that has existed for a long time and we should keep that family together. 

LEWIS: And what did the SNP Stewart Hosie say to people who live in England but 

fear leaving their pension in an independent Scotland? 

HOSIE: This already happens. People receive investment income or pension income 

from many other countries. Now the key thing in terms of that is that any double 

taxation agreements necessarily have to be put in place. But given the UK have I think 

it’s around 3,000 with 122 other countries, this is a pretty straightforward measure 

indeed. 

LEWIS: Pension schemes that are held across borders do have to have more capital. 

They have to have capital on both sides of the border under EU rules and you plan to 

be in the EU. So that would be a drain on those schemes, wouldn’t it? They would 

have to have capital in England or Wales and capital in Scotland? 

HOSIE: In terms of the future, in terms of fully funding those sorts of schemes, one 

looks at for example what’s happening in Ireland, and they’re doing this on a case by 

case basis to make sure there’s no capital shortfall but the funds have the ability to do 

this over a sensible period of time. It’s certainly not an insurmountable problem. 

LEWIS: No but if it did lead to pension funds that were cross-border being more 

expensive, then Daniel’s question – ‘should I move my money back into the UK or 

the rest of the UK?’ – would be a sensible move because that would be a cheaper 

pension scheme. 

HOSIE: Well all funds that operate across borders have to be fully funded. The 

question is what provision do you put in place to allow that to happen over a sensible 

time frame, so as not to burden down a pension scheme with additional costs, 

particularly in the short-term when things are very difficult? 

LEWIS: We’ve also had an email from Susannah. She wants to know who’ll pay her 

mother’s state pension. Her mother’s Scottish, used to live in Ayrshire. Now she lives 

in Portugal. So who’s going to pay that to her in future with an independent Scotland 

if that’s what happens? 



 

 

 

 

11 

 

 

 

HOSIE: Well the UK Government have already made clear if you’ve paid into the 

system through your national insurance contributions, you will continue to get your 

pension full stop, and over a period of time we will fund our own Scottish citizens. 

Now in the case of Susannah’s mother, someone who’s clearly Scottish, lives abroad, 

entitled to a state pension would almost certainly be entitled to what we suspect will 

be a slightly higher universal pension that we’re planning in Scotland compared to the 

level the UK set. 

LEWIS: So people who can claim Scottish heritage if you like, they lived in 

Scotland, they’ll get more if they live abroad than people who have moved abroad 

from Hertfordshire or Wales? 

HOSIE: Well the single state pension level in Scotland, we anticipate will be around 

£160. The UK Government haven’t made clear what theirs will be, but the figures 

mooted so far are rather lower than that. And so someone like Susannah’s mother, 

who is quite clearly entitled to automatic Scottish citizenship, would be entitled to the 

Scottish pension rate, yes.        

LEWIS: But there’ll be a lot of people living in England who are entitled to Scottish 

citizenship who are not getting a vote but who will be entitled to that. Will they get a 

Scottish pension in England? 

HOSIE: If they claim Scottish citizenship, but I’m not sure how many of those would 

choose to do that. 

LEWIS: Well I know an awful lot of Scottish people who live in England who very 

much think they are Scottish. They just happen to be living here. So you’re saying 

that there could be two rates of pension paid in England or Wales – one to people who 

claim Scottish heritage and one to people who claim English or Welsh or indeed 

Northern Irish heritage? 

HOSIE: Well people who live in Scotland, people who are entitled to get a pension 

from Scotland after independence, will get the prevailing rate. And, as we say, the 

single pension rate is likely to be higher than that offered elsewhere in the UK. That’s 

a political choice, a policy choice that the Scottish Government have determined upon 
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and it’s right that we pay that to the people who entitled to it. 

LEWIS: Well that was Stewart Hosie MP, the Treasury Spokesman for the Scottish 

National Party; and earlier, the UK Treasury Minister Danny Alexander. Listening to 

them was Colletta Smith. She’s Economics Correspondent for BBC Scotland. Colletta 

Smith, we’ll come onto that pension point in a minute, but slightly well-rehearsed 

arguments on both sides. Was there something, anything new there for you? 

SMITH: Yeah well plenty of interesting stuff there about the specifics. I mean, as 

Danny Alexander mentioned really, one of the things that that discussion shows is that 

when it comes down to the detail, there’s lots that’s still to be negotiated. 

LEWIS: Yes and indeed on that state pension issue because I think what Stewart 

Hosie said was about citizenship but really it’s going to be about contributions and 

where you paid them. And of course with Scotland being a separate country people 

could have an entitlement from the rest of the UK and from Scotland. 

SMITH: Yeah exactly. As you say, it’s about citizenship and entitlement being 

slightly muddled up there in that answer. But the policy of the Scottish Government is 

to pay pensions to anyone who’s earned an entitlement. So basically if you’ve worked 

in Scotland for any length of time, you’ll get that portion of your state pension paid by 

the Scottish Government. 

LEWIS: And what about currency? The SNP very clear they want the pound. Danny 

Alexander absolutely clear no sterling area; this is not a bluff. 

SMITH: Yeah Paul, this is the biggest question facing voters when it comes to 

uncertainty at the moment around the referendum because both sides taking 

completely different points of view and saying that the other one is talking rubbish 

essentially. Although certainly there would be benefits to the rest of the UK to sharing 

the pound, there would be risks too and that would need to be weighed up. But there 

are other options as well – the idea of Scotland just using the pound anyway even if it 

wasn’t through a sort of currency area agreement: that idea of sterlingisation. 

LEWIS: And what about the euro because independent Scotland wants to join the 
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EU, but I thought if you joined the EU you then had to adopt the euro? 

SMITH: Well the Scottish Government are hoping to apply for membership from 

within the EU because they say they’re already a member of the EU as part of the UK. 

So they’re hoping to have slightly different rules made for them when they go to 

apply for membership of the EU. Of course it would still need to be ratified by all 

member states of the European Union, that could be a stumbling block, but they say 

essentially they would be able to have slightly more leeway because they’re already a 

member. 

LEWIS: And it’s not the UK that’s necessarily the country that might vote against 

that because they have to get a unanimous vote; it’s another country. 

SMITH: Yeah it’s Spain. Spain’s the big issue because of course they have their own 

separatist movements within Spain that are causing difficulties for the Spanish 

Government, so they wouldn’t want to be seen as setting a precedent and allowing the 

Scottish Government necessarily to become a member of the European Union. 

LEWIS: So you say currency’s the biggest question. It is the one on which there’s 

absolutely the least clarity.  

SMITH: I’m afraid so, yes. 

LEWIS: And many of our questions were from listeners outside Scotland concerned 

about money that’s left in Scotland of course if we get a Yes vote and we have an 

SNP Government afterwards. But what are the big personal finance questions from 

your listeners in Scotland?  

SMITH: Well there’s been a lot of promises made by the Scottish Government, 

particularly around benefits. The Scottish Government have said that they’ll abolish 

the bedroom tax; that they’ll halt further rollout of universal credit; that they’ll 

increase benefits and taxes in line with inflation, which is more than the UK 

Government are doing; and they’re promising a lot more in terms of childcare state 

provision. So it’s interesting to see the Scottish Government are definitely playing to 

that idea of very much going against the idea of Tory austerity cuts and they’re 
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wanting to offer something very different in Scotland. 

LEWIS: And will they be able to afford it? That’s the big issue, isn’t it? 

SMITH: Well yes and something that Danny Alexander raised there. The Scottish 

Government agree that they would start life slightly more in debt than the rest of the 

UK, that their deficit would be more than the rest of the UK in 2016/2017, but they 

say that the new policies they’d introduce would stimulate growth whether it’s getting 

more women into the workforce or cutting corporation tax and actually they’d be able 

to grow the economy faster. 

LEWIS: Colletta Smith, thanks very much. And according to the latest poll, it’s 41% 

yes, 46% no, and 13% - which is more than half a million people – undecided.  

That’s almost it for today, but we’ve had an email from Gordon who says that there’s 

been a report that National Savings & Investments will not let people living in an 

independent Scotland – if we ever get one – to hold premium bonds. That actually 

isn’t true. They can’t buy them for the first time if they live outside what will then be 

the rest of the UK, but they can certainly hold them and indeed one of the million 

pound prize winners did live overseas a couple of years ago. 

But that is it. Lesley Curwen’s here on Wednesday with Money Box Live, this week 

taking your questions on credit ratings. Money Box is back as usual next weekend, 

but with Sarah Pennells. I’m off until the end of August. Today the producer was 

Lesley McAlpine and I’m Paul Lewis.                

                                 


