
Labour’s home-grown Plan McB 
 
Large scale government borrowing and tax powers are already held by the Scottish 
Government. So why aren’t they being used? 
 
Both Labour and the SNP criticise the UK Government’s economic policy thus: the cuts 
are ‘too far and too fast’. Taking cash out of the economy reduces growth. Falling tax 
receipts and higher welfare bills undermine efforts to control the deficit. 
 
Labour proposes an alternative. Stimulate growth by cutting taxes like VAT. Go easy on 
the cuts and spend on infrastructure and job creation. The deficit will be easier to control 
in the long run because higher growth will improve revenues. 
 
The SNP has spoken of a ‘Plan McB’, but this amounts to delayed cuts in capital 
spending. Alex Salmond complains that if only the Scottish Parliament had more powers 
he could do more.  
 
Yet in truth the Scottish Parliament’s economic powers are much greater than are usually 
assumed. A real Keynesian ‘Plan McB’ is entirely possible. The Scottish Government 
can’t issue traditional gilts, but it can borrow in other ways that deploy private capital to 
finance government projects. 
 
It does this every time it leases a car or rents a building, and under ‘public private 
partnerships’, a structured version of the same process, Holyrood has already racked up 
more than £7 billion of government debt.  
 
It doesn’t end there. Any government asset could be sold and leased back. Public 
companies could be sold under conditions that ensure compliance with government 
policy. All of this has the same effect as traditional government borrowing, and there are 
many billions of pounds to be raised.  
 
So a Keynesian Scottish Government would commission large scale infrastructure 
projects under PPP, thus boosting construction and creating jobs. It would sell and lease 
back assets and use the cash to stop the cuts, reduce business rates and council tax, and 
expand apprenticeship schemes. 
 
As for paying all of this back, well, presumably growth would soar, thus improving the 
revenue stream from devolved taxes. Any difference could be made up by modest tax 
increases once the economy is roaring again. 
 
A bolder Scottish Labour could call the SNP’s bluff by proposing a real Plan McB using 
home grown powers.  
 
The coalition’s critique of Labour is that more borrowing would lead to an Italian-style 
debt crisis. But this is where the beauty of devolution kicks in. For the Scottish 
Government would be borrowing at British rates of interest, piggy-backing on the UK’s 



fiscal rectitude. While an independent Scotland that tried this would quickly be dancing 
the bunga bunga. 
 
 
 
 
 
 
 
 


