
What happens to Scotland’s trade borders if it votes ‘Yes’ to 

independence? 

Will Scottish independence push up costs for business? 

 

Executive Summary 

A number of issues face a newly independent Scotland’s parcels and logistics industry, and these could have 
a wider impact on its ability to trade with its neighbours within the EU: 

 The planned re-nationalisation of Royal Mail by the Scottish Government 

 The future of the ‘one-price-goes-anywhere’ UK-wide postal service 

 Currency exchange costs should Scotland be unable to retain the Pound Sterling or adopt the Euro 

 The potential imposition of border controls should Scotland not join the EU 

 The potential imposition of new excise duty and import VAT should Scotland not join or be unable 
to join the European Union, and therefore fall outside the EU single market 

 The potential rise in the cost of living should Scotland not join the EU and fall outside the EU single 
market 

Many of the obstacles to Scotland’s smooth transition to independence are political and could be resolved 
speedily with sufficient goodwill on all sides. However, there are a number of assumptions in the current 
Scottish Government’s plans – particularly in relation to European Union membership - that could lead to a 
period of increased border controls and even increased levels of taxation on products imported into the 
country. 

It would be almost unimaginable to foresee a time when there is not an open border between Scotland and 
England, but that does not mean that it’s entirely and automatically a given there will be free trade. Indeed, 
there are countries who have a free trade policy that is not accompanied by an open border policy and vice 
versa: the North American Free Trade Agreement (NAFTA) is a good example.  

If Scotland votes ‘Yes’, but does not gain immediate EU membership and fails to keep the pound, it could 
result in a ‘perfect storm’ scenario in which there could be significant issues with customs and taxes that 
could impact on both the people of Scotland and those businesses wishing to deliver into the country. This 
would undoubtedly make an independent Scotland a less attractive market for businesses during any 
transitional phase. 

 

Introduction 

‘Should Scotland be an independent country?’ It’s a simple question, but one which could have a complex 

outcome, not least in terms of postal deliveries. On September 18 Scotland decides its future. Based on its 

extensive experience delivering to countries inside and outside the European Union, international courier 

ParcelHero has compiled this concise White Paper to examine the implications of a ‘Yes’ vote on Scotland’s 

trade with the rest of the UK and the wider European Union. 

 

A lot has already been written about the advantages and disadvantages of a ‘Yes’ vote in the forthcoming 

Scottish independence referendum. On September 18 2014, Scotland will vote to decide whether to maintain 

its membership of the United Kingdom, or become an independent state. If it votes ‘Yes’ to independence, it 

will separate from the UK on March 24 2016. Until then, it’s important to note, it would remain a part of the 

UK. 

If the vote is ‘Yes’ to independence, obviously there are a number of issues facing Scotland’s postage and 

parcels industry and, indeed, its entire trading position with countries in the European Union. 



 

Could Scottish postal costs really increase by more than 15%? 

In all, 70% of Scottish Post Offices are in rural areas. Delivering mail to Scotland's 94 inhabited islands - not to 

mention its hundreds of remote Highland communities - is expensive. The complex logistical operation 

involves planes, ferries, Land Rovers and vans, six days a week.  

The Scottish Government website states: ‘The current Scottish Government disagrees with the recent 
privatisation of Royal Mail. Independence will enable Scotland to restore the Royal Mail to public ownership in 
Scotland and the current Scottish Government intends to do so.’ 

The site claims that the Scottish Government will maintain at least the level of service provision inherited from 
the United Kingdom on independence. On the thorny issue of whether stamp prices will be higher than in the 
rest of the UK, the Scottish Government states:  

‘A Scottish postal service in public ownership would not need to generate profits for shareholders and so should 
be in a better position to ensure that postal prices and deliveries meet Scotland's needs. This applies to sending 
post and parcels within Scotland, to the rest of the UK and to other countries. We know that many people and 
businesses will continue to send post and parcels outside Scotland and it is our intention that postal charges to 
the rest of the UK will not be more expensive than charges to send post within Scotland.’ 

MSP John Swinney, Cabinet Secretary for Finance, stated in the Scottish Parliament that: ‘On independence, 

stamp prices will be the same as they are at the time in the rest of the UK.’ That seems clear enough, but it is 

not actually a commitment they will stay the same. The Royal Mail is keeping noticeably quiet on the subject 

and such a commitment could prove very expensive for a newly independent Scotland.  

In 2013, Ian Murray, the Shadow Postal Affairs minister, warned that independence would mean Scottish 

businesses no longer having access to the ‘one-price-goes-anywhere’ UK universal postal service. He warned 

independence could particularly hit postal customers in rural areas of Scotland currently supported by the 

guaranteed UK-wide service  

Consumer Futures, the official postal industry watchdog, told a Commons inquiry last year that taxpayers and 
Post Office customers face ‘spiralling’ costs to fund the postal service in an independent Scotland thanks to its 
more rural geography.  

According to the Office for National Statistics ‘Rural and urban areas’ classification, 84.7% of total land area of 

England is considered to be ‘Rural’ compared to 94.2% for Scotland. The same classification states that 11.36% 

of Scotland is considered either remote or very remote. It does not provide comparable figures for England, 

but UPS classifies 208 of the 1,109 postcodes of Scotland as Remote Regions, against only 55 for the rest of the 

UK combined.  

Then there is the issue of scale: like many businesses, and especially delivery businesses, postal operators rely 

on scale. Put simply, the more packages sorted, and the higher the density of deliveries in each postcode, the 

lower the cost.  A nationalised Scottish postal service will have considerably less scale than the current Royal 

Mail, and consequently less purchasing power. It would also face the problem of higher delivery costs: in terms 

of population density, comparing Scotland to England, for every square mile of land in Scotland, there are 84% 

fewer people, and fewer people means less deliveries and higher costs. A tab that the Scottish taxpayer may 

end up paying for under the current Scottish Government plans.  

Finally, there is the matter of pricing agreements between the newly-formed Scottish post office and the 

national post offices of the world, including the Royal Mail. The newly-formed independent postal operator 

would have to negotiate terms with each post office, and we consider it highly likely those terms will not be as 

attractive as the terms already enjoyed by Royal Mail’s superior buying power.  

 



 

If an independent Scotland chose not to continue subsidising such services, there could be a steep rise in 
postage costs to rural Scottish areas. Research from 2012 showed that at least a million Scots have already 
faced additional surcharges, delayed parcels or are even been refused delivery altogether. Most of the national 
couriers already apply surcharges of on average £15 to deliver to much of rural Scotland, and this could well 
rise further.   

Considering the reduced scale of an independent Scottish postal operator, the fact they would have to 
negotiate terms with global postal operators, along with the increased costs borne by them due to the large 
percentage of rural areas they will have to cover, we expect postal services in an independent Scotland to cost, 
on a conservative basis, at least 15% more than such services in the UK. Of course, there is also the enticing 
possibility for UK consumers and businesses that the cost of the universal postal service in England and Wales 
may actually fall, as Royal Mail will no longer need to subsidise deliveries to remote areas of Scotland. 

 

Could Scottish courier charges increase by 20%? 

We expect the factors affecting Post to similarly affect courier operators. The costs of delivery (and collection) 

in Scotland are much higher because of the proportion of the country that is rural and remote. Currently, these 

costs are absorbed by delivery companies and also retailers. For example, most couriers charge a flat rate for 

delivery anywhere on the UK mainland (although there are also surcharges for remote areas such as the 

Highlands) and this structure is also then followed by retailers. In an independent Scotland most couriers will 

consider Scotland as an overseas operation and they will, over time, establish their Scottish operations as 

separate entities. The costs will then be separated and we consider it extremely likely that costs will diverge 

significantly from current market prices.  

We have forecast that Scottish postal costs will increase at least 15% if Scotland were to gain independence. 

We expect increases to be even higher for private logistics companies who will not have the benefit of state 

support and subsidy, and the scale that a newly-formed Scottish postal operator will have. Scottish logistics 

businesses may also have higher costs as a result of variations in the rate of VAT, corporation tax and National 

Insurance that all Scottish businesses may be subject to in the longer term.  

We expect prices for Scottish courier deliveries to increase by 20% overall, and we expect this to have knock-

on effects, not just for Scottish businesses - who will have to pay more for deliveries to their Scottish 

customers - but also for UK retailers. UK retailers currently charge a universal rate at checkout for UK Mainland 

deliveries, but would have to change their checkout process to quote different shipping prices dependent on 

the location of buyer.  

 

EU membership 

Whether Scotland becomes a member of the EU is perhaps the most vexed of all independence issues, and 
one that is hard to answer before the referendum takes place.  

Here is what the Scottish Government says: 

‘Following a vote for independence, the Scottish Government will immediately enter into negotiations with 
Westminster and EU member states to ensure that an independent Scotland achieves a smooth and timely 
transition to independent membership of the EU. Scotland will negotiate the terms of membership of the EU 
during the period we are still part of the UK and, therefore, part of the EU.’ 

 

 



 

However, automatic membership of the EU is by no means guaranteed. José Manuel Barroso, President of the 

European Commission, suggested in 2012 that an independent Scotland would have to apply for membership.  

In a BBC interview he stated: ‘We are a union of states, so if there is a new state, of course, that state has to 

apply for membership and negotiate the conditions with other member states. For European Union purposes, 

from a legal point of view, it is certainly a new state. If a country becomes independent it is a new state and has 

to negotiate with the EU.’ And earlier this year he went further, asserting that Scotland joining the EU would 

be ‘extremely difficult, if not impossible.’  

The problem for Scotland is that some European nations are opposed to separatist movements within their 

own countries. For example, the Spanish Government is concerned about Catalan independence and, 

therefore, is openly hostile to an easy entrance for Scotland into the EU. Even if its membership were 

unopposed, there will be just 18 months between Scotland voting and it becoming an independent nation. If 

EU membership is not agreed in that time, which seems ambitious considering the political hurdles to be 

overcome, Scotland could well fall outside the EU’s single market for a period of time. 

‘Will independence have a negative effect on trade between Scotland and the rest of the UK and Europe?’ 
Addressing this question, the Scottish Government answers:  ‘No. As part of the EU, Scotland will remain part 
of the EU single market.’ But is that simply wishful thinking if EU membership is ‘impossible’? An influential 
report from Business for New Europe issued in June this year states that an independent Scotland will be at 
least three years outside the EU. What might that mean for business and the citizens of Scotland? 

One option for Scotland would be that it follows the example of those other European EU outsiders, Norway 

and Switzerland. They belong, together with Iceland and Liechtenstein, to the European Free Trade Association 

EFTA. The EFTA operates parallel to, and is linked with, the EU. If Scotland joined EFTA, it would then need to 

negotiate Free Trade agreements with other countries, via EFTA.  Either way, as a small nation, it seems likely 

that, over time, Scotland would want to establish its own rates of taxation for products imported into the 

country. If it is not able to gain entry to the EU, then border controls for goods may well be created sooner 

than we all think.   

If Scotland remains outside the EU, then it will have to set its own rates of excise duty and import VAT for 
imported products, and establish customs controls, just as Norway and Switzerland do currently. If this were to 
occur, businesses and customers will be subject to customs charges (and delays) when receiving and sending 
goods. Also of concern is the short-term impact this would have, as businesses and consumers would be forced 
to adapt rapidly to these new measures. Furthermore, there would be considerable strain on Scotland’s 
Customs and Excise service, until it was able to sufficiently ‘scale up’, which could result in a backlog of goods 
awaiting clearance.  

If Scotland were to find itself outside the European Union and organisations such as EFTA, even for one day, it 
is probable that it would have no choice but to act immediately to ensure controls were put in place to apply 
duty and tax to products imported into the country. This would involve deciding upon and setting the rate of 
duty and tax for every product imported. There are currently several million EU tariff codes. Again, it would 
also mean a huge burden on the country’s Customs and Excise departments that could potential lead to huge 
backlogs of goods arriving from the EU and beyond.  Even buying a simple product from eBay could turn out to 
be a nightmare with customs declarations to complete and duties and taxes to be applied.   

 

 

 

 

 

 



 

Border checkpoints? 

Border checkpoints can slow up parcel and freight transit times and add extra costs. The Scottish Government 
says: ‘Erecting border controls with Scotland would be inconvenient for all Common Travel Area partners, 
including Scotland and the rest of the UK, and will not be in the interests of any party. Our shared history, 
culture and borders make the Common Travel Area of benefit to all of the territories within it.’ 

However, Scotland and, indeed, England, do have the option of introducing controls should they wish to. 
‘Independence will give Scotland full responsibility for managing borders and migration in a way that best fits 
national interests,’ a Scottish Government spokesperson told the press back in October 2013. And, as a small 
nation that may not even be part of the EU, it may well, in future, wish to protect some of its key industries by 
applying prohibitive duty charges to some products. Furthermore, if VAT rates and even duty on products such 
as tobacco and alcohol were to vary significantly then ‘border raids’ by savvy consumers may eventually force 
such controls. 

Furthermore, as we have seen, the repercussions of Scotland failing to join the European Union or reach 
agreement with EFTA, as discussed previously, could lead to the adoption of its own excise duty and import 
VAT for imported products. This would lead to customs controls such as those of Norway and Switzerland. 
Scotland would also be free to impose exemptions on a free trade agreement, as does Norway already over 
fisheries and agriculture.  

The result of all these restrictions would be delayed transit times and increased costs for companies seeking to 
trade with Scotland. Were Scotland to introduce border controls, it could have huge implications for logistics 
companies particularly. A typical courier delivery within the UK costs the average SME under £10, whereas if 
Scotland was not a member of the EU, and controls were in place, this cost could easily spiral to £25 or more, 
affecting businesses large and small, on both sides of the border. 

The standard customs clearance charge applied by UPS, DHL, FedEx and TNT for importing goods from a non-
EU country is at least £15, so even before accounting for the actual duty and tax amounts, every single 
clearance performed will be subject to these clearance charges. This alone could have huge implications for 
consumers in Scotland.  

 

Cost of living rises in an independent Scotland 

If an independent Scotland did not join the European Union, we have only to compare its costs to those of 
Norway and Switzerland in order to understand the implications for its economy. The cost of living in countries 
on the Continent that have not joined the European Union can be significantly higher. For example, Norwegian 
customs authorities may charge duties and taxes on your goods upon import. Although Norway is part of the 
EEA, and therefore the single market, businesses must complete customs and VAT forms when goods are 
shipped into and out of the EU.  

Even for big companies, this is a significant cost and administrative burden, for smaller ones it can be a huge 
barrier to trade, and SMEs will often steer clear of trading with Norway. Even if they don’t, the additional duty 
and excise costs make their products uncompetitive. ParcelHero’s partner carriers such as DHL Express and 
UPS allow for this extra level of bureaucracy and warn customers of potential extra import charges. Couple this 
with the high level of taxes traditionally paid within non-EU countries such as Norway and Switzerland, and the 
cost of living could rise steeply for an independent Scotland.  

 Consumer prices in Norway are 40.65% higher than those of the UK and groceries are 41.10% higher.  
 

 In Switzerland, consumer prices are 39.25% higher and groceries are 49.84% higher than we pay in 
the UK. 
 

 



 

To put that into context the table below demonstrates the difference in costs between the UK, Norway and 
Switzerland for some common staple goods: 

COUNTRY RICE – 1KG ORANGES - 1KG WINE  JEANS NIKE SHOES 

UK £1.34 £1.77 £6.30 £55.15 £58.59 

NORWAY £2.08 £2.06 £11.38 £80.10 £90.88 

SWITZERLAND £1.60 £2.35 £7.87 £79.39 £86.27 

These differences are not solely due to the fact Norway and Switzerland are outside the EU. Both countries, as 
mentioned, choose to apply high levels of taxes in return for a better living standards for their citizens. 
However, the fact they operate outside the EU does create costs that cannot be entirely ignored. 

One further important question for the parcel industry and SMEs is: after independence, would consumers 
who suffer damage as a result of cross-border sales with the rest of the UK be protected? The Scottish 
Government states that as an EU member state, an independent Scotland will continue to meet all EU 
consumer requirements, including those covering cross-border transactions. ‘The current Scottish Government 
intends to set up an EU Consumer Centre, and consumers will be able to go there for help when they have 
problems with goods bought from other EU countries.’ That seems good news, but again that is if European 
Union membership is granted to Scotland. 

 

Currency questions 

One final issue exists that might block a smooth transition to delivery services into an independent Scotland, 
and that is the question of currency. The principle options are for Scotland to establish an independent 
Scottish currency, adopt the Euro or retain the Pound Sterling. The Scottish Government says it will continue to 
use the pound. However the British Government is by no means committed to this. On February 13 this year, 
the Chancellor, George Osborne, gave a speech in Edinburgh in which he said: ‘If Scotland walks away from the 
UK, it walks away from the pound.’ 

Should Scotland really be denied the pound? As recent televised debates have highlighted, there is a lot of 
political posturing behind this question. That could lead to a very complicated situation. The problem for 
Scotland would be that, should it not qualify for EU membership either, it would not be able to adopt the Euro. 

To many supporters of Scottish independence, however, this would be no bad thing. Many supporters of 
independence in Scotland favour the adoption of its own currency as they wish to set Scotland’s interest rate 
independently. However, that is not the position of Scotland’s current Government and is not supported by 
most businesses, the problem being that converting between currencies can be costly for businesses and 
confusing for customers. 

 

Looking to the future 

This paper has looked at some of the issues facing the parcel delivery industry serving Scotland should it 
become independent. If the questions of the pound and EU membership can be unpicked from the charged 
political debate that currently exists, and resolved satisfactorily, it could be a seamless transition. However, 
should that not be the case, businesses and Scotland’s citizens could be looking at some steep and unexpected 
costs. Should Scotland vote for independence, SMEs and the logistics industry as a whole will be crossing 
fingers that these questions can be resolved between September 18 2014 and March 24 2016. 

 



 

 

ENDS 

All prices given in this article were correct as of 6th August 2014. 

About ParcelHero.com 

International online courier ParcelHero® strategically partners with the world's leading logistics companies, 

including DHL, UPS and DPD to provide a flexible, cost-effective range of parcel delivery services to over 220 

countries worldwide. 

For more information see the ParcelHero® website www.parcelhero.com 

http://www.parcelhero.com/

