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This article was published on “Bella Caledonia” on 8th September 2014.
There is plenty evidence that the British benefits system, with its associated tax and employment policies, has been failing Scotland for a long time, (along with the rest of Britain). There is also plenty of evidence that the situation is getting worse. Could independence really make a difference? Here we show how policies on employment, tax and benefits, (all of which are policies reserved to Westminster under the present constitutional set up), could be positively transformed under independence: and we show why this transformation is impossible under the union.

Let’s look first of all at some of the evidence of how the current system is failing Scotland. We are at present in a situation where:
1)
Child poverty is rising again: moreover, 110,000 children are in relative poverty in Scotland in families where at least one adult is in work: this represents 59% of all children in relative poverty. This demonstrates how the UK labour market and benefits system fail to deliver an adequate living wage to those who earn low wages.
2)
Where there are huge variations across the country in the proportion of the working age group who are consigned to poverty and inactivity because they are long term sick or unemployed: in West Dunbartonshire, no less than 19.6% of the working age group fall in this category, and in Dundee it is 18.6%. 

3)
There are high concentrations of pockets of intense multiple deprivation within certain local authorities – particularly Glasgow. To illustrate just how unevenly deprivation is spread over Scotland, Glasgow has 45% of all of the zones in Scotland which are in the 5% most deprived nationally, yet Glasgow makes up only 10.7% of all zones.

4)
The chances of a young person in a deprived area being in neither employment education or training are almost three times as great as in the rest of Scotland. (29.4% of 16 to 19 year olds in the 15% most deprived areas of Scotland were neither in employment, education or training in 2012: 10.6% in the rest of Scotland.) This is one example of how deprivation has a powerful negative impact on the life chances of young people born and brought up in deprived areas: which in itself transmits deprivation from generation to generation.

These are just a few items drawn from an extensive factfile we have compiled, mainly from official sources, on the labour market, social conditions, and benefits: this fact file can be accessed under Theme 2 on our website, which can be accessed via this link: www.jamcuthbert.co.uk.
So quite clearly the current system is not working. But in addition, the benefits system itself has become an instrument of oppression, bearing down on the least privileged sections of society. Again, more details can be found in our fact file: but to quote just a few:
a)
the introduction of more severe sanctions on claimants of Jobseekers allowance and employment support allowance has had  dire effects. Since October 2012, more than 65,000 of Jobseeker Allowance claimants have had sanctions imposed at the higher level. This implies loss of benefit entitlement for a minimum of 13 weeks and possibly up to 156 weeks.

b)
The current stated intention of the UK government is to impose sanctions on universal credit claimants who refuse a zero hour contract “without good reason”. 

c)
18.5% of housing benefit claimants in the social rented sector in Scotland, that is 69,916 recipients, have had their housing benefit reduced through the “bedroom tax”.  Because of the shortage of alternative smaller unit accommodation, it has been impossible for many people to avoid this penalty. (The Scottish Government has taken steps to reduce the impact on individuals at the expense of the overall Scottish budget). 

d)
Food bank providers in Scotland identify welfare reform, benefit delays, benefit sanctions, and falling incomes as the main factors driving the increased demand for food aid.

And not merely is the UK welfare system a cruel and failed system, it will continue to fail, because it is based on a mistaken philosophy. The basic philosophy, (which is unstated, but clearly implicit), is that the solution to the problems of economic inactivity and unemployment is to apply a big enough stick, and people will be motivated to enter the labour market and find jobs. In other words, the whole approach is based on the premise that the fault is with the individual, not with the jobs market. 
This view is at least understandable, (if still mistaken), when viewed from the context of politicians with a mindset conditioned by the overheated economy of the South East of England: (after all, who can forget that the Tory Minister who resigned recently from the Foreign Office was quoted as saying that it was impossible to live in London on £120,000 a year). But to put the primary blame on the individual in areas such as Wales, the North of England, or large tracts of Scotland, is nonsensical. The current UK welfare system is guaranteed to perpetuate hopelessness and misery until the UK comes up with a viable economic model: a model which is not London centric, but which spreads economic activity much more equitably across the UK: a model which provides opportunities for all in the community and is not purely market driven.

So the case against the UK, in terms of its failing welfare system, is indeed very easy to make. But is there a positive case that things could be done much better in an independent Scotland? Absolutely. 

First of all, once we are no longer shackled to the UK doctrine that poverty is the fault of the individual, we can take immediate steps to make the system more humane: for example, by scrapping the bedroom tax once and for all: by removing punitive sanctions: and by abolishing the perverse incentives on the staff operating the benefits system which lead, effectively, to penalisation of claimants and recipients.

Secondly, we need to build upon work which is already being done to give people the skills they need to participate in the labour force. Although there have been big improvements, it is still the case that those with no formal qualifications represent more than 14% of the working age population in East Ayrshire, Glasgow, North Ayrshire, North Lanarkshire, and West Dunbartonshire - and the national average is over 10%.  In addition there is a suspicion that some of the training currently labelled as apprenticeships amounts to little more than re-labelling of fairly limited training which would be taking place anyway. Increased support for apprenticeships needs to be accompanied by tougher validation criteria, so that effective skills training is actually delivered. 

But none of these steps is going to have much impact on poverty and economic inactivity unless increased opportunities are available in the jobs market. This is where an independent Scottish government could actually do a great deal: and here are some examples of how.

It could use its license issuing powers in relation to oil, gas, and renewables, to make sure that much more of the employment associated with energy development actually took place in Scotland. At present, although Scotland has over 80% of UK oil and gas production, it only accounts for 45% of oil related jobs: this must change. And we should follow the Norwegian system, of making the issue of licences conditional upon partnership deals which ensure that a Scottish National Energy Corporation develops its own expertise – and is an equity partner in sharing profits. 

We could do much more in Scotland to use the massive buying power associated with public sector procurement, (over £10 billion per annum), to help the Scottish jobs market. The key step would be to split up contracts, which currently can be very large, so that Scottish small and medium sized companies could compete effectively. There is no need for us to be in the present position where, for example, Scottish Water’s investment programme of around £500 million a year mostly goes to large companies with headquarters located outside Scotland: where the non PFI Southern General in Glasgow contract went to companies outside Scotland: and where public library books are almost all contracted through companies firth of Scotland. 

All of this could be remedied without falling foul of the terms of EU procurement Directives. But achieving effective change will require Scottish Ministers to ensure that their writ actually runs through the network of Departmental and non-elected bodies, such as Health Boards, which constitute the public sector. At present, for reasons which are not entirely clear, Ministers have been reluctant to use their powers to make sure that every part of the public sector implements procurement policies which are fully in the public interest. Experience in other European countries operating under EU rules shows that this is perfectly possible. 
To give another example of what could be done under independence: once we have control of taxation powers, we can use tax much more intelligently to encourage activity which will benefit both the jobs market and the economy. Appropriate structuring of tax incentives could ensure that companies find it much more attractive to locate activities like research and development, and headquarters functions, in Scotland. Or introducing tax allowances for work undertaken by householders on renovation and improvement could boost investment in the housing stock, with the added advantage of moving work which currently often takes place in the black economy back into the mainstream, (and tax paying), economy. This would have further benefits in terms of making a large number of small firms much more likely to increase employment, and offer apprenticeships.

Assuming that an independent Scotland is a full member of the EU, we would be in a much better position than now to get in at ground level in the design of EU funded research and development initiatives, so helping to increase participation by Scottish firms.

And a newly independent Scotland would be the focus of worldwide attention – and of positive interest from the widespread Scottish diaspora – which we would be able to harness for marketing, and to attract inward investment. It is noteable how successful Ireland has been in doing just this over the years.

These are only a few examples of the positive things an independent Scotland could do. But fundamentally, it is important not to lose sight of the big picture. The UK as a whole has a failing economic model, with decades of declining competitiveness, and a chronic deficit in the current account of its balance of payments which presently stands at around 4% of UK GDP. When you have to borrow to live, as the UK does, then tackling the problems of poverty and economic inactivity is extremely difficult: and the kind of inhumane benefits system the UK has now is an almost pre-ordained result. And another consequence of the UK’s dire economic straits, and its associated reliance on the City of London, is that it depends upon there being extremely high earners in society in order for the Treasury to get the tax receipts it needs: under no circumstances must this group of extremely high earners be frightened or over taxed into going elsewhere. Hence the following statement, not by some rabid Tory, but from Chuka Imunna, hotly tipped as a possible future Labour leader “I don't have a problem with people making a lot of money, so long as they pay their taxes and it's good for our economy.” (May, 2014).

Scotland’s problems are quite different. We have been running a huge balance of payments surplus: but because of the scale of the outflow of after tax profits, we have failed to benefit. Our problems are how to change things so that we retain more of these outflows, and then to use this to build a secure and sustainable future. But these are problems which are eminently solvable: whereas no-one in charge of the UK has the remotest idea how to solve its problems.
It has been an argument often put forward by prominent “no” campaigners  that the case for independence often amounts to little more than listing what is wrong with the union, without spelling out whether, and how, independence will make things better. Quite to the contrary, the above gives just a flavour of what would be possible in an independent Scotland. But the converse truth is that fundamental change is impossible if Scotland stays in the union.
Note

The home of this document is the Cuthbert website www.jamcuthbert.co.uk  ,

where the article can be found under Theme 2.
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